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Question 1(a) – Refinements to the Code: Understandability
Refinements to the Code
1.

Do you agree with the proposals, or do you have any suggestions for further improvement to the material in the ED, particularly with regard to:
(a)

Understandability, including the usefulness of the Guide to the Code?

Note: Members of the Monitoring Group are shown in bold below.
#

Source

Stakeholder
Category

Detailed Comment

AAT

Member Bodies
and Other
Professional
Organizations

3.2.

ACCA

Member Bodies
and Other
Professional
Organizations

We agree that the restructured Code is more understandable and the addition of a ‘Guide to the Code’ has
some merit. However, some general information still remains in Part A ‘Introduction to the Code and
fundamental principles’ (particularly in section 100), and we believe that repetition could be reduced
significantly. In addition, the importance of Part A is undermined by referring to it as the ‘introduction’. It is, in
fact, the essential part of the Code.

1.

2.

AAT has shared feedback on how understandable and useful members found the code of ethics and
what some of the challenges were. On this basis, AAT considers the new revisions to be a positive step
in the right direction to support the IESBA in achieving its objective of making the Code more
understandable and ensuring that it is useful.

Within Part A, the subheading of ‘Introduction to the Code’ serves no purpose. Section 100 requires
compliance with the Code, and this should not be obscured. Therefore, the text of section 100 should be
streamlined to retain only paragraphs 100.1 and R100.3, but to include a clear explanation of the status of the
requirements and the application material. Paragraphs 100.2 and 100.4A1 add nothing to the understanding;
100.3A1 would be more useful in section 115; and R100.4 would be better placed at the start of section 110
(together with the explicit and overarching requirement to comply with and safeguard the fundamental
principles).
In respect of the guide to the Code, we have the following comments:
•

The status of the guide is unclear. In our opinion, it is informative, but we regard it as nothing more.
Any requirements within the guide should be moved to Part A and clearly identified as such.

•

Under paragraph 4, the words ‘Part C includes requirements for all accountants in public practice’ are
repetitious, and the last sentence on page 16 of the exposure draft adds nothing, namely:
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Stakeholder
Category

Detailed Comment
‘Each part of the Code contains sections which introduce topics. Sections might have subsections
dealing with specific aspects of the topic.’
•

The explanation, in paragraph 4, of the Glossary is verbose and unclear. We suggest it should simple
state: ‘The Glossary applies to the entire Code’.

•

In paragraph 5, ‘The content within each of the sections of the Code …’ could simply be replaced with
‘Each section of the Code …’.

•

Given that requirements are designated with an ‘R’ in the paragraph numbering, the explanation of
the use of the word ‘shall’ (paragraph 7) is redundant. It also presents a risk that contradictions may
arise as the Code develops.

•

Paragraph 9 adds no value to the guide.

•

Paragraph 12 is unclear. Where documentation is to be a requirement, it should be within the Code
itself (rather than guidance), and clearly highlighted as such.

•

The reference to ‘additional non-authoritative guidance’ (paragraph 13) is open to interpretation so
long as the status of this ‘guide to the Code’ remains unclear. We suggest that the ‘guide to the Code’
should not form part of the Code itself, and there is no need to refer to any further guidance. However,
all guidance endorsed by the IESBA should be prominent on the IESBA website.

We welcome the creation of a ‘Glossary’, which applies to the entire Code, and includes definitions and
explanations that were previously included within the body of the Code. This aids understandability and
streamlining, and helps to reduce the length of the Code.
AIA

3.

Member Bodies
and Other
Professional
Organizations

Improving the understandability of the code is key to ensuring compliance for all professional accountants and
for those training to join the profession. Including a guide to the code should help with this.. It is therefore
important to signpost the user that this is a guide through the use of appropriately designed presentation –
perhaps embracing use of colour and diagrams or other tools to orientate the user. The overall
understandability has improved but the presentation of the Code is still very dry and dull. The use of consistent
fonts, spacing, formatting and colour obfuscates the differences in the type of information contained within
each paragraph and the document doe not invite exploration. Given the level of presentational sophistication
in many of the documents that members and students access daily it seems a missed opportunity not to
redesign this vital aspect of the profession to bring the Code to life.
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#

Source

Stakeholder
Category

Detailed Comment

AICPA

Member Bodies
and Other
Professional
Organizations

While we did not experience any significant issues concerning understandability of the extant Code, we do
agree with the proposals with regard to understandability, including the usefulness of the Guide to the Code.

APESB

Member Bodies
and Other
Professional
Organizations

Subject to our specific comments below, APESB is supportive of the Structure ED as the restructured format
is easier to read, understand and comprehend. We believe that the restructured format will assist professional
accountants to more easily understand and implement the Code when performing professional activities for a
client or an employer.

4.

5.

APESB supports the inclusion of the Guide to the Code (Guide) which provides an overview of the Code’s
objectives and layout and believes it describes the way professional accountants should use the Code.
Assirevi

Member Bodies
and Other
Professional
Organizations

N/A

BDO*

Accounting Firms

As noted in our introductory comments, on the whole, the restructured Code is more understandable than the
extant Code. In addition, ‘The Guide to the Code’ is a useful document.

6.

We have a number of comments where understandability could be improved:
1.

Comments related to the Guide to the Code:
•

7.

How the Code is Structured, 4, it states that ‘Professional accountants in public practice might
also find Part B relevant to their particular circumstances.’
Part B topic areas are from a professional accountant in business perspective.
The understandability of the restructured Code would be strongest where sections stand on their
own. Otherwise, there can be confusion as to what is required as well as what might be relevant.
If there are sections from Part B that are relevant to a professional accountant in public practice
(Part C), these sections should be replicated in Part C.

•

Requirements, 7 and Application Material, 8. In BDO’s reply to the Safeguards Exposure Draft,
we noted that requirements in Section 120 were then included as part of the application material
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in Section 300. This would impact the understandability of the restructured Code and we
recommend replicating the requirements in Section 300 to allow this section to stand on its own
•

Exceptional Circumstances, 12, it states that ‘A professional accountant is encouraged to
document…’. The only requirement for documentation in the restructured Code is R402.2. When
there is professional judgement, documentation should be a requirement and this should be
clearly referenced in the Guide and the Code.

•

Additional Non-Authoritative Guidance, 13, use of the wording ‘non-authoritative’ guidance may
not be understood. We would recommend changing the reference to something such as
‘Additional Application Guidance’.

•

In addition, as was noted in Paragraph 21 of the Explanatory Memorandum, the Guide to the
Code provides guidance on how to use the Code. There is a risk that some users may not refer
to the Guide; therefore all requirements or application material should be included within the body
of the Code. As a specific example, the Guide includes the Exceptional Circumstances section
which is only included in the Guide.

2.

In subsection 113 – Professional Competence and Due Care. R113.2 requires that the professional
accountant take reasonable steps to ensure that those working in a professional capacity under the
accountant’s authority have appropriate training and supervision. It would be helpful to add in some
examples of reasonable steps within the application material.

3.

In Section 115 – Professional Behavior. 115.1A1 refers to a reasonable and informed third party;
however, this is not defined until Section 120. Adding a cross reference in Section 115 would be helpful.

4.

In Section 300, Those Charged with Governance. R300.3 states, ‘If the accountant communicates with
a subgroup of those charged with governance, the accountant shall determine whether communication
with all of those charged with governance is also necessary.’
300.3A2 repeats most of the wording from the requirement and provides little application direction.
It would aid understandability if the wording was more direct, for example:
300.3 A2 A subgroup that the professional accountant may communicate with is:
•

The Audit Committee;

•

The Chair of the Audit Committee;
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•
5.

The Chair of the Board.

Section 320 – Professional Appointment
Under the extant Code, 210.1 states ‘…a professional accountant in public practice shall determine
whether acceptance would create any threats to compliance with the fundamental principles’.
In addition, 210.6 states ‘Before accepting a specific engagement, a professional accountant in public
practice shall determine whether acceptance would create any threats to compliance with the
fundamental principles’.
In the restructured Code, R320.3 states ‘A professional accountant shall apply the conceptual
framework set out in Section 120 to a professional appointment’.
The wording in the restructured Code is not clear on what has to be done for client or engagement
acceptance. We would recommend that the steps within the conceptual framework (identify, evaluate
and address) be used within each of the sub-headings and then the information required to be included
in the restructured Code could be added within the appropriate sub-heading.

6.

Section 321 – Second Opinions
In the extant Code, 230.1, an example is provided. This example is not carried through to the
restructured Code, Section 321. It would be helpful if the example were added to Section 321.

7.

Section 340 – Gifts and Hospitality Section 420 – Gifts and Hospitality
In the restructured Code, Section 420 includes the prohibition if the gifts or hospitality are not trivial or
inconsequential. Section 340 includes useful information on how to assess whether something is trivial
or inconsequential. It would be helpful to include this information within Section 420 (to allow the
independence section to stand on its own) or at a minimum, reference back to Section 340.

8.

Glossary
The glossary should stand on its own. We support including certain definitions within the body of the
restructured Code and referencing this in the glossary; however, the definition should also be in the
glossary. For example, acceptable level is defined in the glossary and referenced to Section 120.6A1.
Items within the glossary that are only referenced to where to find the information in the Code are:
•

Fundamental principles;
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•

Safeguards;

•

Threats.

In addition, for Network Firm, the glossary provides some information and refers the reader to
Subsection 401 for further information. For public interest entities (PIEs), the glossary provides the
definition and refers the reader to paragraph 400.6 for information on other entities that might be
considered PIEs.
In summary, the glossary should contain all the information from the restructured Code for the defined
terms.
CAANZ

Member Bodies
and Other
Professional
Organizations

We believe that including a Guide to the Code at the beginning of the Code is a positive change in simplifying
the Code.

CHI

Accounting Firms

We agree with the proposals and consider that they meet IESBA’s stated objective of improving the
understanding and usability of the Code.

CIMA

Member Bodies
and Other
Professional
Organizations

As a general principle, we would completely support changes which aids understanding and usability of the
code, and which also enhances its visibility as well as accessibility to it across the global profession.

Member Bodies
and Other
Professional
Organizations

Overall, the understandability was evaluated as very good and the Guide was found to be useful in considering
the Code. It was noted that the Purpose of the Code on Page 16 could be enhanced by incorporating a brief
description of ethical behavior that encompasses a responsibility for a professional accountant to go beyond
the minimums of what is required by laws or rules and to ultimately do what is “right” using the Fundamental
Principles and Conceptual Framework of the Code as intended.

8.

9.

10.

CPA
Canada

11.

Section 110 is headed as a section with five subsections following relating to the fundamental principles – this
could be confusing.

As a general observation, we noted that the Guide does not clearly describe whether “standards” and
“requirements” are synonyms, and if not, what the differences are between them.
We also noted that the Guide and Part A do not clearly outline the requirements, beyond the Fundamental
Principles, for a professional accountant who is not in either a Professional Accountant in Public Practice
Supplement 4 to Agenda Item 3
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(PAPP) or Professional Accountant in Business (PAIB) role. Professional accountants need clarity with
respect to the requirements that apply to them and we are unsure that all will be addressed through the
grouping of requirements according to PAPP and PAIB roles.
Further, a heavy reliance is being placed on Paragraph 4 of the Guide, which states, “Professional
accountants in public practice might also find Part B relevant to their particular circumstances”. This approach
may not be realistic, or practical. We also noted that it is not always clear that one topic is addressed in two
Parts to cover different circumstances. When sections are repeated in more than one Part, it may create the
impression that each Part can stand alone such that a professional accountant would not look to another
Part.
A more practical approach to help professional accountants understand which requirements apply to
circumstances that all could face would be to create a separate part of the Code to address these common
topics. The result would be that the Parts related to PAPPs and PAIBs would only address unique
circumstances that need to be highlighted in the public interest.
Questions were identified regarding Paragraph 8 on Page 17 of the Guide concerning Application Material
and the use of words in describing the consideration of the material as “necessary” and the understanding of
same as “required”. Earlier in the same paragraph, application material is described as more guidance-like
providing context and intended to help understanding by the professional accountant. This was identified as
a potential mixed and confusing message for users.
On Page 18 of the Guide, we were unclear as to the intended meaning in Paragraph 13 of “Non- authoritative
guidance”. It begs the question as to what non-authoritative guidance is and also as compared to authoritative
guidance. We suggest that a more robust explanation is likely required to ensure clarity for users.

CPAA

12.

Member Bodies
and Other
Professional
Organizations

CPA Australia supports the inclusion of the Guide to the Code. However, we are of the view that some of the
content included in the Guide should be placed in the Conceptual Framework Section of the Code, particularly
the content of the Exceptional Circumstances section.
Paragraph 11 of the Guide encourages professional accountants to consult on all ethical dilemmas, whenever
there are competing duties or principles, and provides a regulator as an appropriate party for consultation.
Making a professional judgement is about resolving ethical dilemmas and while we are of the view that the
other parties listed in this paragraph may be appropriate, we do not see how a regulator could or should fulfil
this role.
Supplement 4 to Agenda Item 3
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We find the first paragraph of the Guide confusing. It also contradicts the second paragraph, which refers to
the application of the conceptual framework whereas paragraph one refers to standards that are established.
Paragraph one also introduces the concept of standards in the Code. We do not think this is appropriate or
helpful, as the Code does not set standards.

13.

DSF
Juvenal

Individual

Yes. I agree with understandability including the usefulness of the Guide to the Code.

DTTL*

Accounting Firms

We have provided comments and feedback below on the specific questions posed by the Board, however we
cannot provide agreement or otherwise with the proposals until we can consider a complete restructured
Code. There are many significant changes proposed which are contingent on other projects. For example, in
the restructured Section 310, which forms part of this ED, the concept of the reasonable and informed third
party has been removed even though the safeguards project has not completed its work on the conceptual
framework.

14.

We have provided comments below with respect to the following areas:
The Guide to the Code is helpful. It may also be helpful when describing “How the Code is Structured” in
paragraph 4 to provide the Section numbers for each Part.
It is sufficient to include the requirement to comply with the conceptual framework at the beginning of each
section - the sentence in the header of each page isn’t necessary and could be deleted.
EYG

Accounting Firms

As we mention above, although we recognize significant progress has been made, we are concerned that
understandability of the Code has not yet been enhanced to the extent it could be. Now that the content has
been re-organized according to the new structure of the Code, we believe the language should be reviewed
again to ensure the content is as clear and unambiguous as possible. We support the introduction of the Guide
to the Code and believe it is a useful roadmap for users of the Code.

FAR

Member Bodies
and Other
Professional
Organizations

FAR finds the Guide to the Code useful and agrees with the adopted approach of separating it from the rest
of the Code.

15.

16.
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FEE

Member Bodies
and Other
Professional
Organizations

Having in mind that the primary objective of this restructuring exercise should be to make the Code clearer
and more understandable, the Federation applauds the introduction of the Guide to the Code as it will certainly
contribute to this purpose.

FSR

Member Bodies
and Other
Professional
Organizations

We find the guide very useful.

GAO

Public Sector
Organizations

We agree with the proposals in the restructured Code and believe that they would enhance the
understandability and usability of the Code. Because of the volume of material in the exposure draft, we
suggest that the IESBA also label each page in the restructured Code with its respective part number or title
and section number or title. In the extant Code, each page is labeled with the part number or title (e.g., Part
A, C1, Glossary) on its margin and the section number or title (e.g., Section 290) on the bottom of the page.
Labeling the restructured Code in such a manner would further assist professional accountants who are
researching or referencing particular requirements and application material.

GTI*

Accounting Firms

GTIL agrees that the proposal to the Code will help make it more understandable to an international community
whose first language may not be English. We believe that the writing style is similar to that of international
auditing standards and will be helpful and familiar to many of the stakeholders. We believe the proposal will
help clarify the meanings of the concepts in the Code.

17.

18.

19.

20.

Nevertheless, the reference to “Additional Non-Authoritative Guidance” in point 13 could be misinterpreted to
understand that it is also part of the Code. Providing guidance is always positive but we question the need to
specifically refer to it in the Guide to the Code and labelling it as “Non- Authoritative”. This reference in
paragraph 13 of the Guide could therefore be deleted.

We also believe the Guide to the Code provides a better understanding of the way to navigate and apply the
concepts of the Code.
HKICPA
21.

Member Bodies
and Other
Professional
Organizations

N/A
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ICAB

Member Bodies
and Other
Professional
Organizations

Yes, we agree with the proposals with regard to the aspects as mentioned above.

ICAEW

Member Bodies
and Other
Professional
Organizations

6.

If the aim is for the requirements to be clearer then we would suggest either boxing them or
emboldening the text. This could be in addition to denoting them with an R.

7.

Paragraph 100.1 wording has changed and this presents certain difficulties, the implication being that
the responsibility to act in the public interest rests with the individual accountant rather than with the
profession. Given that the Code itself is set to take into account the profession’s responsibility in
respect of the public interest, members will discharge their individual public interest responsibility if
they comply with the five fundamental principles and other detailed requirements that are in the Code.
The view of ICAEW is discussed further in our proposed guidance to accompany the Code of Ethics.
We believe the previous wording of 100.1 was preferable.

8.

We don’t think that the new wording of paragraph 120.5 A4 represents an improvement with regards
to clarity and user understanding.

9.

The guide to the code references proposed non authoritative guidance being available to aid
understanding of the code. Users may struggle with the labelling of such guidance as nonauthoritative since where might authoritative guidance be available if not IESBA. Furthermore we
would suggest that if users are viewing such guidance on the IESBA website they are likely to deem
it authoritative even if it is labelled otherwise. IESBA is the international authority on accounting ethics.
If such guidance can be produced without due process this presents a further risk, even if it is only
viewed as semi-formal.

22.

23.

ICAG

Member Bodies
and Other
Professional
Organizations

We agree with the proposals in this exposure draft. The guide is an excellent introduction to the Code and is
very understandable.

ICAS

Member Bodies
and Other

Understandability

24.

25.
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Professional
Organizations

We believe that the restructuring will help to improve the understandability of Code. We believe that this will
help to make the Code more user-friendly. The length of the Code will, however, still act as a disincentive.
Therefore, we do welcome the increased focus on the fundamental principles.
Guide to the Code
We are supportive of the ‘Guide to the Code’ which is well structured and easy to read. We do however have
the following specific points in relation to the Guide.
(i)

Paragraph 4
We question whether in relation to part B whether this definition would be confusing for non-English
speakers? Does it therefore include a professional accountant who is engaged or contracted by a third
party but not in an executive or non-executive capacity?
We would also suggest moving the wording in Part B “PAs in public practice might also find part B
relevant to their particular circumstances” to the discussion on Part C as such individuals might ignore
the content of Part B based on its title and jump immediately to Part C.

(ii)

Paragraph 7
This states that “shall” means a requirement. In the extent version of the Code, Paragraph 100.4 says
compliance is required unless an exception is permitted. There is no equivalent text here. There is
possibly a need to refer to the content of paragraph R100.3 in this context i.e. compliance is required
unless local laws or regulations preclude compliance with certain parts of the Code.

(iii)

Paragraph 12
We question whether it might be more appropriate to use a stronger word than “encouraged” in relation
to the need for documentation.

IDW

26.

Member Bodies
and Other
Professional
Organizations

We have identified the following issues in regard to the section entitled “Guide to the Code”:
•

In our opinion, the content of this section is overly diverse. Much of the material is introductory in
nature and could be placed in an introductory section. We believe that certain other material
(paragraph 6, 10-12) ought to be revised so as to clarify the Code’s requirements and be relocated.

•

Using the term “Guide to the Code” as a part of the Code itself may lead to some confusion, especially
as the material does not constitute a Guide in the general sense of the term. For example, the IFAC
SMPC has produced various Guides (incl. ISA, Reviews, Compilations, and Quality Control etc.)
Supplement 4 to Agenda Item 3
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predominantly for SMP constituents. References to supplementary non-authoritative guidance
(paragraph 13) should not form part of the Code.
The description of the relationship between independence and objectivity as proposed in paragraph 3
is somewhat awkward and unclear. We suggest this be reworded in terms of independence being a
key factor in facilitating (or enabling) objectivity in certain circumstances. Indeed, the relationship of
the independence standards to the rest of the Code needs to be explained, as the nature of these
standards differs from that of the rest of the Code. It needs to be clear that the professional
accountant’s use of professional judgment differs considerably when applying the framework to
judgment used in following (set) requirements in such standards. The latter may lead to an individual
or firm being sufficiently independent, but this of itself does not “guarantee” compliance with the
fundamental principles.

•

Whilst the sentence at the bottom of the second bullet of paragraph 4: “Professional accountants in
public practice might also find Part B relevant to their particular circumstances” is taken directly from
existing text, it leaves the issue of authority unclear. It would be helpful to add a sentence to clarify
that consulting Part B is not intended to impose additional requirements, but instead may be helpful in
terms of guiding the behavior of professional accountants employed in public practice.

•

Paragraph 6 states: “The Code requires professional accountants to comply with the fundamental
principles of professional ethics.” We suggest this be reworded as an overall objective (see comments
elsewhere in this letter), and placed in Section 110.

•

Paragraph 13 creates considerable uncertainty as to the authority of material that does not form part
of the Code. In our view such references should not be made within the Code itself. We therefore
suggest this paragraph be deleted.

IOSCO

Regulators and
Oversight
Authorities

See Supplement 3 to Agenda Item 3.

IPA

Member Bodies
and Other
Professional

We believe the proposed changes to the structure of the Code together with the Guide to the Code improve
its understandability by clearly identifying the professional accountants’ obligations in the Code as
requirements (R) and provides clarification and context on how to apply the requirements as application (A).

27.

28.

•
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Organizations
IRBA

Regulators and
Oversight
Authorities

1.1.

This restructured Code is an improvement, especially in the understandability of the Code. We
appreciate the efforts to increase the consistent application, effective implementation and
enforceability.
The following amendments promote understandability:

1.2.
•

The differentiation between requirements and application material;

•

The introduction of the Guide to the Code, as it provides clarity that was missing in the extant
Code. The helpful information contained in the Guide will allow the user to properly apply the
Code and have a proper understanding of it; and

•

The diagrammatic representation that shows how various parts of the Code fit together.

1.3.

The conceptual framework is the bedrock of the Code and has been referred to numerous times.
However, we question if the conceptual framework has been highlighted sufficiently and given the
prominence it deserves. We suggest a diagrammatic representation of the conceptual framework and
fundamental principles in the Guide to enhance the clarity of the Code rather than the use of the
repeated header on each page which we do not find particularly helpful.
We point out the following:

29.
1.4.
•

We have noted that the “Ethical Conflict Resolution” section from the extant Code (Para.
100.19-100.24) has been moved to Guide 11-13. It should be retained in the Code rather than
in the Guide. The Guide should only emphasise information that is in the Code and not
introduce new material as the intention of the Guide is to help with navigability and not introduce
new requirements or application material.

•

With respect to the diagram that illustrates how the different parts of the Code fit together, we
suggest the inclusion of the following standard issued by the IAASB: International Standard on
Quality Control 1, Quality Control for Firms that Perform Audits and Reviews of Financial
Statements, and Other Assurance and Related Services Engagements (ISQC 1) as it contains
ethical requirements that an audit firm will need to consider. It is imperative for a professional
accountant to read the Code and ISQC1 for all ethical requirements. This is in line with para
400.7 of the restructured Code.
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ISCA

Member Bodies
and Other
Professional
Organizations

The Guide to the Code includes an introduction to the Code, an overview of the structure of the Code and
instructions on how to use the Code. However, it is not clear whether the material in the Guide is authoritative
or not. Hence, we would like to recommend that the IESBA provides clarification on this to enhance the Guide’s
understandability and usefulness.

30.

In addition, the proposed wordings “a regulator” at the end paragraph 10 of the Guide may not have the same
meaning as “the relevant regulator” in paragraph 100.11 of the extant Code. The latter refers to a specific
relevant regulator, while the former could refer to any regulator. Thus, for clarity, we propose that paragraph
10 of the Guide also uses the term “the relevant regulator”.
JICPA

Member Bodies
and Other
Professional
Organizations

We agree the proposals and also provide the following suggestions:
1.
TABLE OF CONTENTS
We propose that all subtitles be included in Table of Contents and the corresponding paragraph
numbers be noted in parenthesis at the end of each subtitle (please refer to the attachment). We
consider that it allows users to refer to the provisions more easily.
2.

Proposed paragraph 400.1
In the footnotes, it is stated that “‘audit client’ includes ‘review client’ and related entities of the audit
client.” However, as the former and the latter are different in nature, we consider that referring to them
in two different sentences is easier to understand. For example, it can be stated that “An ‘audit client’
includes a ‘review client.’ Related entities of an audit client are also included in an ‘audit client.’”

31.

3.

Proposed paragraph 400.4
Although this provision refers to paragraph 300.2 A10, we consider that it should refer to 300.2 A9,
thereby proposing alteration.

4.

From proposed paragraph 401.3 A2 to A9
We propose subheads for each paragraph. This would allow us to understand what guidance is
stipulated in each paragraph easily.
For example, we propose subheads as follows: A2—Profit or Cost Sharing; A3—Within the Structure
Share Common Ownership, Control or Management; A4—Sharing Common Quality Control Policies
and Procedures; A5—Sharing Common Business Strategy; A6—Sharing the Use of Common Brand
Name; and A8—Sharing Significant Part of Professional Resources.
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5.

Proposed paragraph R401.4
We understand that this paragraph is for a requirement because of the letter “R.” However, it is not
easy to understand what the requirement is as a sentence including “shall” comes at the end of the
paragraph. Therefore, we propose to move the sentence including “shall” to the beginning of the
paragraph.
In such a case, for example, the current sentence can be placed at the beginning of the paragraph by
rephrasing it as follows: “The following entities shall determine how to disclose that they are not
network firms when presenting themselves to outside parties.”

(Current proposal)
R401.4 If a firm or a network sells a component of its practice, the sales agreement sometimes provides
that, for a limited period of time, the sold component might continue to use all or part of the name of the firm
or the network, even though it is no longer connected to the firm or the network. In such circumstances,
while the two entities might be practicing under a common name, the facts are such that they do not belong
to a larger structure aimed at cooperation and are therefore not network firms. Those entities shall determine
how to disclose that they are not network firms when presenting themselves to outside parties.
We are proposing the change as follows:
R401.4 The following entities shall determine how to disclose that they are not network firms when
presenting themselves to outside parties. If a firm or a network sells a component of its practice, the sales
agreement sometimes provides that, for a limited period of time, the sold component might continue to use
all or part of the name of the firm or the network, even though it is no longer connected to the firm or the
network. In such circumstances, while the two entities might be practicing under a common name, the facts
are such that they do not belong to a larger structure aimed at cooperation and are therefore not network
firms.
6.

Restructuring of the Code regarding proposed Section 410
In the draft of the proposed Code, there are “Introduction” and “Requirements and Application
Material” for each section (Level 1), some of which are subdivided into groups with titles in italics
(Level 2). If necessary, these groups are further broken into smaller parts, which are differentiated by
using headings in a regular font (Level 3) by each group. For example, in Section 410, the head “Audit
Clients that are Public Interest Entities” is classified as Level 3, as follows, which is a further
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subdivision of the Level 2 head “Fees-Relative Size.” In this way of using headings, the levels of the
headings are difficult to see at a first reading. Accordingly, the way of using the headings needs to be
improved. For example, the style and layout of each level of headings can be reorganized by
changing indents and/ or underlining, for example.
The following is an excerpt from the proposed code associated with Section 410 described above:
Requirements and Application Material（Level 1）
R410.2

A firm shall apply the conceptual framework set out in Section 120 to fees or other
remuneration.

Fees – Relative Size（Level２）
410.3A1 When the total fees generated from an audit client by the firm expressing the audit opinion
represent a large proportion of the total fees of that firm, the dependence on that client and
concern about losing the client creates a self-interest or intimidation threat. The significance
of the threat will depend on factors such as:
・ The operating structure of the firm.
・ Whether the firm is well established or new.
・ The significance of the client qualitatively and/or quantitatively to the firm.
(Omission)
Audit Clients that are Public Interest Entities（Level３）
R410.4

Where an audit client is a public interest entity and, for two consecutive years, the total fees
from the client and its related entities (subject to the considerations in paragraph R400.11)
represent more than 15% of the total fees received by the firm expressing the opinion on the
financial statements of the client, the firm shall

(Omission)
Fees – Overdue（Level２）
R410.7

When a significant part of fees due from an audit client remains unpaid for a long time, the
firm shall determine:
(a) Whether the overdue fees might be equivalent to a loan to the client; and
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(b) Whether it is appropriate for the firm to be re-appointed or continue the audit engagement
because of the significance of the overdue fees.
(The following is omitted)
7.

Numbering and ordering of the sections of the Code
We propose the following three improvements:
(1)

In the draft of the Code, there is only one Section concerning Business Relationships, Section
520; this may not be enough to respond to an increase in the number of the future provisions
properly. Taking into consideration the expanding guidance in the future, we consider that it is
better to leave Sections 520–529 for the provisions of Business Relationships.
Presently, Sections 521–525 are allocated to the following items; each of the items is related to
the provisions responding to the threats arising from employment relationships, which are all
related to employment. Taking the above into consideration, to clarify the relationship among
the provisions, we propose that Sections 530–539 be for the provisions concerning Employment
Relationships, for example, as follows:
ED

(2)

Proposed Amendments

521 Family and Personal Relationships

531 Family and Personal Relationships

522 Recent Service with an Audit Client

532 Recent Service with an Audit Client

523 Serving as a Director or Officer of an
Audit Client

533 Serving as a Director or Officer of an
Audit Client

524 Employment with an Audit Client

534 Employment with an Audit Client

525 Temporary Personnel Assignments

535 Temporary Personnel Assignments

In the draft of the Code, although “Section 511 Loans and Guarantees” includes the provisions
concerning “R511.7 Deposits or Brokerage Accounts,” in light of clearness, we propose to set
another Section for the provisions concerning “Deposits or Brokerage Accounts” to separate from
the provisions of Loans. For example, we propose that another Section called “Other Financial
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Interests” be created to include the provisions concerning “Deposits or Brokerage Accounts.” For
now, although there is no other provision concerning financial interests that needs to be moved
to that Section, there is a possibility that the provisions concerning insurance and other matters
are added to the Section in the future.
(3)

KICPA

32.

Member Bodies
and Other
Professional
Organizations

Financial Interest is defined as “an interest in an equity or other security, debenture, loan or other
debt instrument of an entity.” Meanwhile, the provisions for financial interests from R510.5 in
Section 510 are mostly related to direct and indirect financial interests. On the other hand, “Loans
and Guarantees” that is included in financial interests by definition is prescribed in Section 511,
separating from Section 510. To match the title of the Section with its content, we propose that
the overall provisions concerning financial interests be included in Section 510 and that the
provisions concerning direct and indirect financial interests be included in a new section, Section
511, for example. In such a case, the provisions of “Loans and Guarantees” shall be included in
Section 512.

Please refer to the above general comments. We believe the Code improves when it comes to its clarity,
understandability, and navigability. Placing different paragraph numbering to distinguish requirements from
application material in this propped ED enhances their separation, respectively, in addition to their
understandability.
As for the paragraph numbering, we suggest the Board consider making the paragraph numbering simpler by
identifying each of them as 1, 2 … in their respective section, just as ISAs, instead of 300.1, 300.2…

KPMG*

33.

Accounting Firms

We believe that the restructured Code improves the understandability, specifically with reference to the
relationship between the requirements and the corresponding application material. The Guide to the Code
does provide a useful overview of how the Code is to be used and the structure. We do wonder whether some
of the material currently included in the Guide is more appropriately contained in Part A of the Code – for
example, paragraph 6 reads more as a requirement rather than instructional material on how to use the Code.
Additionally, paragraphs 10 and 11 under the subsection “Exceptional Circumstances” are an important
direction for professional accountants that are most probably better suited to be included in Part A of the Code
(e.g. section 100 Compliance with the Code) rather than in a section that may not be frequently referenced
and may not be considered by some to be part of the Code itself and, accordingly, the importance of such
paragraphs diminished.
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While we believe that the separation of the requirements from the application material and labelling the
requirements with an “R” does help to enhance the prominence and clarity of what is required from other
material, we believe using bold text or some other mechanism to highlight the requirements (e.g. shaded
boxes) would further enhance the separation of requirements from application and other material, which in
turn should assist with usability and further clarity.
While we continue to be supportive of the need to re-affirm the need for a professional accountant to comply
with the Conceptual Framework, we question the value of repeating this statement at the top of every page in
the Code.
We feel it would be more useful for users to have the Glossary relocated to the front of the Code (e.g. following
the Guide). We also believe that the Board should consider eliminating instances where a term is
defined/explained in the body of the Code and then also included in the Glossary.

MIA

Member Bodies
and Other
Professional
Organizations

The Guide to the Code is useful as it provides an overall picture on how the Code is developed.

NASBA

Regulators and
Oversight
Authorities

It is not clear why items 11 and 12 in the proposed Guide to the Code as “Exceptional Circumstances” are not
still included in the Code. We believe that these sections should be within the Code.

NBA

Member Bodies
and Other
Professional
Organizations

N/A

NFCPAA
ROC

Member Bodies
and Other

We agree with the proposals which increase the understandability, clarity and navigability of the Code.

34.

35.

36.

37.

Other than the item noted above, we do not have any specific comments regarding the proposals. However,
we noted some changes to the Code for items that were exposed in a previous exposure draft dated December
2015 Exposure Draft on Proposed Revisions Pertaining to Safeguards in the Code—Phase 1. Since
comments were due on that earlier exposure draft March 21, it seems premature of IESBA to make these
changes without having had any review of comments related to those matters.
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Professional
Organizations
NZAuAS
B

National
Standard Setters

The NZAuASB considers the proposed guide is useful and understandable. The addition of paragraph 3 is
helpful as it provides a link between objectivity and independence.
The NZAuASB considers that paragraph 4 may be enhanced by adding similar wording as included in section
300.1, i.e. to expand that Part B and C describe considerations for either the accountant in public practice or
in business in the application of the conceptual framework, to provide emphasis to the application of the
conceptual framework.
The NZAuASB urges the IESBA to continue to pursue ways to shorten and simplify the Code. As previously
recommended, and as outlined in response to question 1(f)(ii) below, eliminating the duplication included by
repeating most of section 290 in section 291 makes the Code unnecessarily lengthy. With the use of an
electronic code, the NZAuASB considers that the length of the Code could possibly be significantly reduced.
For example, if a professional accountant had to pre-select a few options prior to accessing the code, including
the type of engagement or work the accountant is performing, an electronic code could hide irrelevant sections
and could use appropriate words for that context. The longer the Code, the less accessible it becomes and
the more likely that a nuance is overlooked if it is buried in dense text that is difficult to understand.

38.

In addition, the NZAuASB urges the IESBA to continue to explore ways to simplify the drafting conventions
and clarity of language even further. Whilst the proposals are an improvement, the NZAuASB considers that
consistent application of revised drafting conventions, consistent use of terminology, further simplification, use
of shorter sentences, additional use of bullet points and use of the active voice will further enhance the
understandability of the Code.
OECFM

Member Bodies
and Other
Professional
Organizations

Yes

PAAB

Regulators and
Oversight
Authorities

Yes, the Guide will work as a useful tool in enhancing understandability of the Code.

39.

40.
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PKF

Accounting Firms

In principle the Guide to the Code does add clarity on how the Code is to be used. There is however a risk
that material that should be part of the Code itself is in fact contained in the Guide, e.g. paragraphs 10 and
11 of the Guide should rather be included in the Code to allow for proper application and dealing with
exceptional circumstances.

41.

Further, paragraph 11 contains what appears to be two separate points (confidentiality breeches and a
statement that guidance obtained during consultation does not relieve the accountant from responsibility).
Combining these in one paragraph de-emphasises the latter point.
PWC*

Accounting Firms

Please see comments below in relation to the Code as a whole.
We believe that the Guide is a useful document but we note the following:
•

Paragraph 6 does not seem relevant to “how to use the Code” and we recommend its deletion. This
is covered in Part A.

•

The commentary on application material (paragraph 8) contains the following sentence “The entire
text of Part A and the relevant Section is required to understand and properly apply that Section”. This
seems an important point which is not specific to the application material and we suggest that it should
be made more prominent.

•

Paragraphs 10 and 11 in the draft guide dealing with “exceptional circumstances” have been moved
from the extant “Preface” of the Code to the guide. These are important provisions and we wonder
whether they might fit better in Section 100 of the Code.

42.

RSM UK*

43.

Accounting Firms

The Guide will, in time, prove indispensable and it is appropriate that due prominence is given to the
Fundamental Principles (FPs). We would add, though, that compliance with the FPs will seldom be a
standalone Requirement: in other words, where it is clear that the firm or individual concerned has complied
with the Requirements in any given set of circumstances, then it cannot be said that there has been a failure
to fulfil the relevant FP.
Whereas, on the other hand, there is no corresponding Requirement, then it would be perfectly possible for a
breach of the FPs to be made out: for example, although there is nothing in the Requirements about
defalcation of clients' monies by professional accountants, such an act would be a clear breach of the FP of
Integrity.

Supplement 4 to Agenda Item 3
Page 22 of 274

Supplement 4 to Agenda Item 3 Structure ED-1 – Compilation of Specific Comments
IESBA Meeting (September 2016)

#

Source

Stakeholder
Category

Detailed Comment
It should, somewhere in our view (perhaps at para 6, under 'How to Use the Code'), be explicitly stated that
fulfilment of a requirement will, in almost every conceivable sense, ensure that the FPs have been complied
with - this would deal with what we believe is important to users' understanding of the hierarchy of FPs and
Requirements.
We also question whether it will confuse (particularly, new or inexperienced) readers and users of the
Code that there is a Guide, followed by an Introduction. In our view, it would have been better to conflate the
two in a more :>earnless way.
We also believe [please see our answer to Q1(b) below] that there should be a much earlier reference to the
threats and safeguards approach, and specifically that it should be made in the Guide.

SAICA

Member Bodies
and Other
Professional
Organizations

The Guide is simple and describes the structure of the Code to students or first time users of the Code. The
guide assists in providing guidance on how the Code should be interpreted. With the restructuring of the Code
we also believe that the guide will assist members in understanding the changes.

SCM

Regulators and
Oversight
Authorities

In this regard, the AOB has no objection to the proposed changes outlined in the exposure draft on improving
the structure of the Code.

SMPC

Member Bodies
and Other
Professional
Organizations

In principle we agree that the outlined approach to restructuring would be likely to achieve the Board’s
objective of making the Code more understandable.

44.

45.

46.

The repeated headings relating to the conceptual framework on each page are not adding any value and
should be removed.

We consider that some information in the new Guide to the Code may be useful to practitioners. However, it
is not clear how the Guide to the Code interacts with some elements of ‘Part A Introduction to the Code and
Fundamental Principles’ as this also contains general information. We also question the inclusion of a “Guide”
as part of the Code itself, as the status of it is unclear and may cause confusion. For example, we do not
consider that a guide should include requirements (for instance, paragraphs 10 - 12) and believe these should
be moved to Part A and clearly identified.
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The inclusion of paragraph 13 under ‘Additional Non-Authoritative Guidance’ may also create uncertainty as
to the authority of material beyond the Code. Whilst the information may be useful, we do not believe such
references should be made in the Code itself and recommend this paragraph is deleted.

SRA

Accounting Firms

We concur with the text, proposed in the ED, with the following remarks. We understand that it is considered
to make separate provisions in the Code for professional accountants serving PIE’s and non-PIE’s. We do not
support such a division in the provisions in the Code. In our view the Code should be the same for both
categories of professional accountants.

UK

Regulators and
Oversight
Authorities

•

47.

FRC

48.

In our response to the Consultation Paper of 2014 we raised concerns that revisions to the Code
might fail to clarify the importance for professional accountants to have the right ethical mindset, and
urged IESBA to prioritise clarifying and emphasising the ethical principles. Whilst we recognise that
both the Guide and the revised structure do place greater emphasis on the fundamental principles
and conceptual framework, more could still be done. As the Guide is the starting point for users of the
Code, we think more could be done to describe not just the purpose of the Code but also the purpose
of the principles and the framework. In our revisions to the FRC’s Ethical Standard we have
emphasised the overall purpose of our framework – namely to achieve ethical outcomes driven
principally by overarching principles and supporting ethical provisions. Under the heading ‘How to use
the Code’ we suggest the following alternative wording in paragraph 6:
“The Code requires professional accountants to comply with the fundamental principles of professional
ethics. These principles, together with supporting ethical requirements and application material, have
the objective of focusing on the achievement of ethical outcomes in all circumstances. This will represent
a basis for users of services to have trust in the integrity and objectivity of the professional accountant.”

•

In describing the purpose of Parts B and C of the Code, the Guide sets out the applicability of each
component to professional accountants working in business, and those working in public practice.
The current draft includes the sentence, “Professional accountants in public practice might also find
Part B relevant to their particular circumstances.” [paragraph 4] This does appear to run the risk of
confusing users of the document. Since all professional accountants are required to comply with the
conceptual framework and the fundamental principles, this risks implying that there are specific
additional requirements or application material which might be relevant which is included in Part B but
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not Part C – but it does not specify what those might be. This might undermine the effectiveness of
the Code for users.
•

The Guide includes a section on ‘exceptional circumstances’, which are defined as:
o

Circumstances where the application of a specific requirement may be disproportionate or not in
the public interest; or,

o

Where there may be a perceived conflict between two or more of the fundamental principles.

We believe this is a potentially narrow definition and could usefully be replaced with a broader narrative
stressing again the importance of ethical outcomes in the exercise of judgement, or when seeking external
advice.
49.

50.

VRC

Preparer of
Financial
Statements

The VRC reviewed the ED ‘Improving the Structure of the Code of Ethics for Professional Accountants
Phase I’. The VRC supports the ED and has no objections or further comments.

WPK

Member Bodies
and Other
Professional
Organizations

We agree with the proposals in the ED and support the ‘Guide to the Code’ as a reasonable assistance for
users. A further improvement may be reached by a future project to eliminate or at least to reduce
redundancies in the Code.
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Question 1(b) – Refinements to the Code: Clarity
Refinements to the Code
1.

Do you agree with the proposals, or do you have any suggestions for further improvement to the material in the ED, particularly with regard to:
(b)

The clarity of the relationship between requirements and application material?

Note: Members of the Monitoring Group are shown in bold below.
#

Source

Stakeholder
Category

Detailed Comment

AAT

Member Bodies
and Other
Professional
Organizations

3.3.

ACCA

Member Bodies
and Other
Professional
Organizations

Clarity of the relationship between the requirements and application material

1.

2.

The term “application material” is an interesting one. AAT endorses any support given to make the
guidance more practical for accountants. The intention of the application material is to help the
accountant to understand the conceptual framework that being said the conceptual framework should
be clear and concise enough to enable an accountant to know how to apply it to various circumstances.
In addition it should be noted that the application material should not be used as a way that provides an
exhaustive list of possibilities that may arise. AAT believes that the way the restructure distinguishes
the requirements of the code and the application of the code is clear.

In our opinion, the relationship between the requirements and application material in the exposure draft is
generally clearer. Application material is now distinguishable from the requirements due to the ‘R’ prefix to
each requirement number and the ‘A’ suffix to each application material number. However, we feel that the
use of both prefixes and suffixes is confusing and, as a minimum, the system would be improved by denoting
the requirements with a suffix, rather than a prefix. This would appear more consistent, and make it easier to
navigate through each section of the Code.
Moreover, it appears that, with the exception of section 100, each section separates its introduction from the
requirements and application material. Therefore, outside of the introductions, all paragraphs that are not
requirements carry the ‘A’ suffix. Therefore, the suffix is redundant.

AIA
3.

Member Bodies
and Other
Professional
Organizations

We agree that clarification of the relationship between requirements and application of those requirements will
greatly aid the application of professional judgement to the use of the Code and should emphasise the principle
based nature of the code and the requirement for application of these principles. This should prevent the
applications taking on the appearance of rules and this driving compliance with the applications explored
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rather than the principles required. It might be helpful to emphasise this core notion through the use of visual
tools. The current technique of identifying requirements with the use of a capital R is not, however, in our
opinion, sufficiently clear. We would prefer the use of coloured background or bold text to denote the
requirements and perhaps a change in font size or positioning on the page.

AICPA

4.

Member Bodies
and Other
Professional
Organizations

Yes, we agree with the proposals with regard to the clarity of the relationship between requirements and
application mater ial. We believe that if the application material is as close as possible to the requirement for
which it provides context, the risk of a user of the Code only reading the requirement will be reduced and the
Code will not appear to be disjointed.
We do recommend, however, that the IESBA consider placing any exceptions to a requirement possibly within
the requirement itself, (e.g., as a sub-paragraph) or as its own requirement immediately following the
requirement. We believe that including such exceptions in the application material may not be intuitive to users
and therefore may not be considered.

APESB

Member Bodies
and Other
Professional
Organizations

APESB is supportive of the IESBA’s decision to clearly separate the requirements from application material
as it enhances the visibility of the Code’s requirements. We believe that this will also assist professional bodies
and regulators who are responsible for reviewing professional accountants’ compliance with the Code.
We strongly agree with the IESBA’s decision to place the application material next to the relevant
requirements, which is similar to the approach adopted by APESB in its standards and the approach adopted
in the International Financial Reporting Standards (IFRS).
Stating the requirements paragraphs in bold

5.

In order to further enhance the prominence of mandatory requirements, the IESBA should consider depicting
the requirements in bold-type lettering as it explicitly distinguishes the requirements from guidance, rather
than merely stating the alpha-numeric references in bold.
We also propose that the IESBA removes the ‘R’ from the requirements to be consistent with the approach
adopted in standards issued by the International Auditing and Assurance Standards Board, International
Accounting Standards Board and the APESB.
We are of the view that by making the paragraph bold and removing the ‘R’, professional accountants will be
more likely to be familiar with this drafting approach to depict a mandatory requirement.
Accordingly, APESB recommends that the IESBA considers:
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Assirevi
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Member Bodies
and Other
Professional
Organizations

Detailed Comment
•

removing the ‘R’ from the requirements; and

•

stating the requirements in bold-type lettering.

1.3 Comments on the desirability of the Code continuing to take a rule-based approach
Finally, we find that also in distinguishing requirements from application material IESBA should continue to
pursue the objective of drawing up a Code based on a ''principle-based approach". On this point, we refer to
what we already pointed out in our reply to the Exposure Draft regarding "safeguards", in which we underlined
that in revising the Code of Ethics the "principle-based approach" which is its core element should not be lost
sight of (see Question no. lb of the Exposure Draft).

2.1

Section 300 "Application of the Conceptual Framework for
Practice"

Professional Accountants in Public

2.1.1 Par. 300.3 A2 and R300.3 (see Question no. lb of the Exposure Draft)
Under the present paragraph 100.25, if a professional account communicates with a subgroup of "Those
Charged with Governance" ("TCWGs"), he should determine whether the information should also be sent to
all the other TCWGs.
6.

The version of the Code dealt with in the Exposure Draft reports the same proposition in paragraph R300.3.
However, paragraph 300.3 A2 is added, which specifies as follows: "if a professional accountant
communicates with a subgroup of those charged with governance, for example, an audit committee or an
individual, communication with all of those charged with governance might also be necessary ' to ensure they
are adequately informed." The rewording of this passage does not seem purely formal. In fact it appears to
require the auditor to communicate with all the TCWGs, if he believes it necessary, in order to ensure that
they are properly informed. Even if this guidance does not constitute an obligation, it would seem to tend
towards the constant extension of communication to all TCWGs, since it does not explain in which situations
it is necessary for the auditor to take this action.
2.1.2

2 Paragraph 320.3 A4

The new paragraph states that a self-interest threat to professional competence and due care i s created if an
engagement team does not possess the right competencies.
We believe this is giving the wrong message. The key ethical obligation is possessing the right competencies,
as stated in extant 210.6. The fact that it creates a self-interest threat is quite incidental.
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BDO*

Accounting Firms

We agree that the proposals add clarity of the relationship between requirements and application material in
the restructured Code other than for Section 310 – Conflicts of Interest, as described below.
Inconsistency within the section
There is an inconsistency in the wording of R310.7, Conflict identification and R310.9, Network Firms.
•

R310.7 refers to the professional accountant taking reasonable steps, but the application material does
not.

•

R310.9 does not refer to reasonable steps, but the application material does.

The language from the requirement should be carried through to the application material.
Conflict Identification
R310.7 requires that the professional accountant take reasonable steps to identify circumstances that might
create a conflict of interest.

7.

The application material 310.7A1 states that professional accountants are assisted by having an effective
conflict identification process in place.
The concerns that we have identified are:
•

There is no link that ‘reasonable steps’ translates to ‘a process’.

•

There is no guidance on what makes a process effective.

•

The guidance refers to factors that impact the process, but there is no guidance on how to apply
this.

It is not clear what the impacts to a firm are if they do not have an effective process. Clarification in all these
areas is required.
Network firms
R310.9 states ‘… the professional accountant shall consider conflicts of interest that the accountant has
reason to believe might exist or arise due to interests and relationships of a network firm’.
310.9 A1 refers to reasonable steps, yet there is no reference to reasonable steps in R310.9. In addition, it
only includes factors that will impact the reasonable steps. Examples of what might be a reasonable
step would be helpful.
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Section 310.2 states ‘A conflict of interest creates a threat to objectivity and might create threats to the other
fundamental principles’. The headings in this section are:
•

Conflict identification

•

Network firms

•

Applying the conceptual framework to conflicts of interest

•

Disclosure and consent

•

Confidentiality

We believe it would be clearer to use the ethical conflict resolution process (100.20 of the extant Code) for
each category and then the information required to be included in the restructured Code could be added within
the appropriate step within the ethical conflict resolution process. This would add clarity between the
requirements and application material within this section of the restructured Code.
Inconsistency within the restructured Code
There is an inconsistency in the restructured Code. As mentioned in BDO’s reply to the Safeguards Exposure
Draft, in Section 300, requirements from Section 120 are not repeated as requirements; however, in some
cases, they were included as application material. In Section 310, requirements from Subsection 114,
Confidentiality, are repeated as requirements. To achieve consistency, we recommend replicating the
requirements in Section 300 rather than removing the replicated requirement in Section 310.
Addressing these items would improve the clarity of the relationship between requirements and application
material for Section 310.
Formatting suggestion
It would be helpful to highlight the requirements in each section of the restructured Code. One example would
be to include grey shading for all requirements.
CAANZ
8.

Member Bodies
and Other
Professional
Organizations

We believe that useability of the Code would be further enhanced by presenting the requirements in bold font
and the application materials in plain font, as currently presented it is difficult to distinguish between the two.
This sends a visual message beyond the insertion of "R" and “A” in the numbering of the Code.
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More specifically, application materials exist to support a specific requirement. We identified examples of
application materials not clearly linked / attached to requirements of the same numbering, for example
application paragraphs 112.3 A1 and 112.3 A2 are not “attached” to any particular requirement paragraph.

CHI

Accounting Firms

In the Explanatory Memorandum, IESBA comments about the issues raised by users whose first language is
not English and when the Code has been translated. IESBA should use its engagement with national
regulators, standard setters and professional bodies to demonstrate that the revised presentation is likely to
address these concerns. It would be helpful if IESBA publicly reported on this engagement, demonstrating
that progress has been made.

9.

CIMA

Member Bodies
and Other
Professional
Organizations

The phrase “for example” as used in R100.4, R410.8, R410.9 and R510.6. should not be used within
requirement clauses. The examples (as opposed to exceptions) should all be in the application clauses.

CPA
Canada

Member Bodies
and Other
Professional
Organizations

Generally, we found the relationship between the requirements and the application material to be clear
because of the proximity of same. Although presented well in terms of placement, it was felt that the visual
presentation could be further enhanced through the use of bolding or boxing the requirements so that they
more clearly stand out from the application material text. This may further enhance the ease of use of the
Code and would assist as a visual cue of the relative proportions of requirements and application material.

10.

11.

In general, the Code is clear and well structured. The identification of “requirements” with adjacent “application
material” is a welcome improvement in presentation that will assist both understanding and use.

As a general observation and point for further consideration, it was noted that some sections contain few
requirements but seemingly a lot of application material. One case in point was identified on Page 44-45
concerning Section 330 Fees and Other Types of Remuneration. Also noted was Part C
300.2. We believe enforceability issues could arise where too much content has been removed from the
requirements to the application material. For example, the requirement to identify threats appears in R120.5,
the second sentence in R120.5 is guidance-like and the threats themselves appear in 120.5 A2. Enforceability
issues may result from the delineation made between the requirements and the application material especially
if the application material extends the requirement.
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It was also noted for further consideration that there appeared to be a lack of a requirement or an issue with
respect to the numbering of the application material contained in 112.3 A1 and 112.3 A2.
The clarity of the relationship between requirements and the application material was not evident in 120.5 A4
as we were unable to determine what conclusion was to be drawn by the professional accountant from this
information.
We believe greater emphasis should be placed on the guidance that appears in paragraph 120.7 A1. The
potential impact of not being able to reduce all threats to an acceptable level has important implications that
should be more fully described to ensure the user’s awareness.
We noted that some requirements appear to describe process considerations. For example, the process
outlined in parts (a) and (b) of R310.7 may be very useful suggestions but they may be more appropriately
included in application material.
In addition, the context for some requirements was not entirely clear. For instance, R310.13 in Section 310
Conflicts of Interest states that “a professional accountant shall remain alert to the fundamental principle of
confidentiality when making disclosures….”; the connection to Section 310 is not necessarily clear. Also, the
wording emphasizes the need to be “alert” to the principle, and it does not state a requirement to apply the
principle, which is instead part of the requirements of R114.1 in Subsection 114 Confidentiality. It may be
more appropriate to include Rule 310.13 in that Subsection.

CPAA

Member Bodies
and Other
Professional
Organizations

While we appreciate that the accounting and auditing standards use the term ‘application material’, we support
use of the term ‘guidance’ in the Code. This will be better understood in different jurisdictions and we find the
more complex term unnecessary.

DSF
Juvenal

Individual

Yes. I agree with clarity of the relationship between requirements and application material.

DTT*

Accounting Firms

We consider it is important to clearly indicate the requirements from the application material and ask that the
Board consider more obviously highlighting the requirements, for example, by having the provision, not just
the paragraph number, in bolded text.

12.

13.

14.

We support the inclusion of the guidance together with the requirements in each section.

In places, separating the requirements from application material makes the Code disjointed and difficult to
consider in totality. There are numerous sections (e.g., R310.11 before 310.11A2 and A3, R410.7 before
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410.7 A1 before R410.7, and R410.9 before 410.9 A1) where the inclusion of the requirement before the
application material section is confusing and the context of the requirement is not clear until you read the
section in its entirety. In such places, the application guidance would seem more logically placed before the
requirement. Further, other sections such as Section 350 are confusing as there is no logical flow between
the alternating requirements and application material.
The Board has redrafted as application guidance many “shall” statements in the extant Code that were
determined to be examples of the application of a requirement, including situations where the extant Code
included a requirement to apply threats and safeguards. We consider this lessens the importance of applying
a threats and safeguards analysis for situations that the extant Code specifically addressed. For example in
Section 340 the only requirement in the section is to apply the conceptual framework to the acceptance of
gifts and hospitality. However the Code no longer provides that where the threats cannot be eliminated or
reduced to an acceptable level, the professional accountant “shall not accept such an offer”. It may seem
redundant or the logical outcome of application of the framework, however it seems to weaken the Code to
remove such requirements that the extant Code specifically addressed.
The Board has included a requirement to apply the conceptual framework at the beginning of each Section,
however the requirements and application material seldom follow the conceptual framework approach
(identify, evaluate and address threats). It may assist the professional accountant in applying the conceptual
framework, and also assist with the flow between the requirements and the application material, if the sections
were structured to follow the steps that would be followed when applying the conceptual framework approach.

EYG

15.

Accounting Firms

We believe the current proposed approach for distinguishing requirements and application materials is
adequate. We still however encourage the Board to consider the use of bold text for requirements. We
understand that in its deliberations the Board considered the use of bold text to highlight requirements but
dismissed it as an alternative. Such an approach, which we would support, is used by the UK’s independent
regulator, the Financial Reporting Council (FRC) and would permit requirements to be clearly highlighted while
at the same time allowing both the requirements and explanatory material to be presented in concise and
holistic manner.
As mentioned above, we also believe the transition from requirements to application material could be
improved by use of bold text to provide better flow between content.
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FAR

Member Bodies
and Other
Professional
Organizations

FAR finds that the relationship between requirements and application material is sufficiently clear.

FEE

Member Bodies
and Other
Professional
Organizations

The separation and relationship between requirements and application material represents an area of
improvement in the proposed Code. This will surely contribute to facilitate adoption and implementation of the
Code across jurisdictions, following the Federations’ previous recommendations in this regard.

FSR

Member Bodies
and Other
Professional
Organizations

We find the distinction between requirements and application material a major step forward.

16.

17.

18.

On the other hand, there seems to be too must copy paste or duplication. This could lead to difficulties by
interpretation.
By an example: All the fundamental principles of section 110 could be stated in one overall requirement (as
listed in the introduction paragraph 110.1 that is basically copy pasted for each individual principle to 111.1,
112.1, 113.1, 114.1, and 115.1) followed by specific requirements and application material for the five
principles.
And by another example: The section 120 on the conceptual framework could be restricted to the requirements
to limit the massive copy paste later in the specifics of the application for professional accountants in practice
in section 300.
For further clarity, it may be preferable to list all the requirements of a section followed by the application
paragraphs. This would be more in line with the presentation in ISA and therefore be in line with an established
and already widely accepted format.

GAO

19.

Public Sector
Organizations

We agree with the proposals in the restructured Code and believe that they would enhance the
understandability and usability of the Code. Because of the volume of material in the exposure draft, we
suggest that the IESBA also label each page in the restructured Code with its respective part number or title
and section number or title. In the extant Code, each page is labeled with the part number or title (e.g., Part
A, C1, Glossary) on its margin and the section number or title (e.g., Section 290) on the bottom of the page.
Labeling the restructured Code in such a manner would further assist professional accountants who are
researching or referencing particular requirements and application material.
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GTI*

Accounting Firms

GTIL agrees with the Board’s proposal to clarify the relationships between requirements and the application
material, but would suggest to the Board to include prominent headings for “Requirements” and “Application
Material” similar to how the International Standards on Auditing are written.

20.

Furthermore, we believe the Code would be strengthened and enhanced if the Board included all the
requirements in a section upfront and then proceeded with the corresponding application material. We believe
this approach will clearly identify all requirements in a given section of the Code and reduce confusion for
users.
HKICPA

Member Bodies
and Other
Professional
Organizations

N/A

ICAB

Member Bodies
and Other
Professional
Organizations

Yes, we agree with the proposals with regard to the aspects as mentioned above.

ICAEW

Member Bodies
and Other
Professional
Organizations

10.

In paragraph 402.2 A1 it may be helpful to point out that, whilst a lack of documentation does not
determine independence (or lack of), it can be encouraged to assist the professional accountant in
justifying their decisions.

11.

The ethical conflict resolution framework (previously found in paragraph 100.19) is notably absent
from the new text. This represents a practical and user friendly tool and therefore its removal seems
contrary to the intended goal of the project. As does the removal of a number of examples from the
lists of threats in Section 300.

Member Bodies
and Other
Professional
Organizations

The relationship between requirements and application material are quite clear. This makes reading of the
Code more understandable and provides a sharp focus as to what is the requirement and what is application
material.

21.

22.

23.

ICAG
24.
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ICAS

Member Bodies
and Other
Professional
Organizations

Requirements and Application Material

25.

(i)

(ii)

IDW

Member Bodies
and Other
Professional
Organizations

We support the requirements being distinguished – and paragraphs containing requirements being
specifically identified with an ‘R’. We support application material generally being positioned next to
the relevant requirements – and paragraphs identified with an ‘A’.
We would highlight that it does take time to get used to this new approach but we believe that it is a
lot easier to see the “requirements”. This approach is better than the current Code where the “shalls”
get lost in all the text.

We support the proposed differentiation between requirements (denoted by the word “shall”) and application
material as well as the approach taken by the IESBA in drafting application material (EM para 17), and
comment further as follows:
Clarification of Authority
We are aware that concerns have arisen as a result of differing interpretations in practice concerning some
application material within the ISAs. For example, a regulator’s view as to the need to perform an audit
procedure provided as an example in application material may differ from that of the auditor, who may have
chosen not to apply a particular procedure. It is therefore desirable that the restructured Code be as clear as
possible as to the respective authorities of requirements and application material.

26.

We note from the third bullet of paragraph 16 of the Explanatory Memorandum that application material
includes examples of procedures. It is important that the Code clarify that in such circumstances such
examples provide guidance and should not be interpreted as implying a de-facto authority that was not
intended by the Board. Paragraph 9 of the Guide to the Code mentions that lists of examples included in
application material are not intended to be exhaustive. This paragraph also ought to clarify that since
professional accountants are required to exercise professional judgment in complying with the relevant
requirement they will not necessarily draw on any or all of the examples. If following a particular example is
required, it would not be included in application material.
Placement of Application Material
The proposed placement of application material as close as possible to the relevant requirements would mean
the presentation of the IESBA Code differing from the standards issued by the IAASB. To the extent that the
“audience” for the respective Boards’ pronouncements is the same, we wonder whether having these different
approaches will be the best solution going forward.
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On balance we believe that, whilst it may also have its drawbacks, a structure similar to that of the ISAs might
be preferable; with requirements listed sequentially and cross referenced to the relevant paragraph(s) within
separately placed application material.
Application material 112.3A1 and 112.3A2 are misplaced in the ED, as they are not relevant to the fundamental
principle as applicable to all professional accountants. We suggest this be relocated as appropriate.
Use of Present Tense within Application Material
We note many instances where application material uses the present tense, which is undesirable. According
to the Explanatory Memorandum the IESBA sought to avoid present tense text in order to limit ambiguity. This
is an issue that will need to be reviewed before the restructuring project is concluded. We further note
instances where application material has been split from a requirement paragraph, but remains in nature part
of the requirement (e.g., 115.1A1 is essentially part of R115.1). We encourage the IESBA to specifically
address both these issues going forward in coordinating with restructuring undertaken by other IESBA Task
Forces in order to ensure consistency throughout the entire Code.

IOSCO

Regulators and
Oversight
Authorities

See Supplement 3 to Agenda Item 3.

IPA

Member Bodies
and Other
Professional
Organizations

N/A

IRBA

Regulators and
Oversight
Authorities

1.5.

27.

28.

29.

We support the new approach distinguishing between requirements (R) and application material (A),
as it is in keeping with other documents that have been issued by the International Standard Setting
Boards of IFAC. We raise the following points:

Requirements are too broad
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1.6.

We believe that certain requirements have been written too broadly. The IESBA may want to consider
writing some requirements in a more subject matter specific manner. Several requirements state:
“The professional accountant shall apply the conceptual framework set out in Section 120…” 1

1.7.

The link between the requirements and the application material should be clear. In many places, the
application material paragraphs give more context, while the requirement is simply a repetition of the
conceptual framework. Section 330 is a good example where the requirement (R330.3) refers to the
conceptual framework while the application material gives context.

1.8.

We note that statements referring to actions by professional accountants in application material have
been drafted to make it clear that there is no intention to create additional requirements. However,
application material may trigger some consideration of a requirement. This needs to be made clear
when defining the application material. An example of this is the “Application of the Conceptual
Framework for Professional Accountants in Public Practice” (Application material that follows R300.2).

Reference to the ISAs
1.9.

The Guide to the Code should explain how requirements and application material are to be used. We
note that the ISAs include a statement explaining the relationship between requirements and
application material. An example of this is an extract from ISQC1:
ISQC1 paragraph 8 states: “When necessary, the application and other explanatory material provides
further explanation of the requirements and guidance for carrying them out. In particular, it may:
•

Explain more precisely what a requirement means or is intended to cover; and

•

Include examples of policies and procedures that may be appropriate in the circumstance.
While such guidance does not in itself impose a requirement, it is relevant to the proper application of
the requirements. The application and other explanatory material may also provide background
information on matters addressed in this ISQC1.”

Status of the Requirements and Application Material
1.10.

1

We note that the definition and status of requirements and application material have not been
explained clearly. We believe that this will help in the future, especially when enforcing the Code.

R120.3, R310.6, R320.3, R321.4, R330.3, R340.3 and R350.3
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1.11.

Failure to provide a proper definition and status of requirements and application material may lead to
various interpretations of the Code.

1.12.

As per the Explanatory Memorandum of the ED, there are three types of application material, namely:
•

Guidance on what a requirement means or is intended to cover;

•

Material laying out matters for the professional accountant’s consideration in applying the
requirements; and

•

Examples of procedures, including safeguards, which may be appropriate in the context of the
engagement or assignment.
We would question if these three have the same status and should be treated the same.

1.13.

A proposed definition and status of requirements and application material will help with
inconsistencies in the application thereof. We suggest the following definitions and status of
requirements and application material, based on the explanatory memorandum, to be included in the
Guide to the Code:

Proposed Definition:
R (Requirement)

Requirements create a binding obligation on firms and professional
accountants to act.
If a firm or a professional accountant contravenes such a requirement, they
may be subject to enforcement action and action for damages by a
professional body or regulator

A (Application Material)

Requirements usually contain the words such as “shall” or “must”.
Application material does not create a binding obligation on the professional
accountant or firm to act.
Application material has been drafted to make it clear that there is no
intention to create additional requirements.
Application material in the Code comprises:
•

Guidance on what a requirement means or is intended to address;
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•

Material laying out matters for the professional accountant’s consideration
in applying the requirements; and

•

Examples of procedures, including safeguards, which may be appropriate
in the context of the engagement or assignment.
Application material, although not binding in its own right, always relates to a
requirement, which is binding.
Application material usually contains the words such as “may” or “may
consider”.

ISCA

Member Bodies
and Other
Professional
Organizations

Paragraph 5 of the Guide states that application material sections provide guidance to assist in complying
with the requirements. Intuitively, this means that it is not mandatory to comply with the application material.
But we are uncertain if this is indeed the IESBA’s intention. It is also unclear whether explanations would be
required from the professional accountant if he does not adhere to the application material. Thus, for
avoidance of doubt, the IESBA should clarify on the authority of application material sections in the Code.

JICPA

Member Bodies
and Other
Professional
Organizations

1.

30.

TABLE OF CONTENTS
We propose that all subtitles be included in Table of Contents and the corresponding paragraph
numbers be noted in parenthesis at the end of each subtitle (please refer to the attachment). We
consider that it allows users to refer to the provisions more easily.

2.

Proposed paragraph 400.1
In the footnotes, it is stated that “‘audit client’ includes ‘review client’ and related entities of the audit
client.” However, as the former and the latter are different in nature, we consider that referring to them
in two different sentences is easier to understand. For example, it can be stated that “An ‘audit client’
includes a ‘review client.’ Related entities of an audit client are also included in an ‘audit client.’”

31.

3.

Proposed paragraph 400.4
Although this provision refers to paragraph 300.2 A10, we consider that it should refer to 300.2 A9,
thereby proposing alteration.

4.

From proposed paragraph 401.3 A2 to A9

Supplement 4 to Agenda Item 3
Page 40 of 274

Structure ED-1 Supplement 4 to Agenda Item 3 – Compilation of Specific Comments
IESBA Meeting (September 2016)

#

Source

Stakeholder
Category

Detailed Comment
We propose subheads for each paragraph. This would allow us to understand what guidance is
stipulated in each paragraph easily.
For example, we propose subheads as follows: A2—Profit or Cost Sharing; A3—Within the Structure
Share Common Ownership, Control or Management; A4—Sharing Common Quality Control Policies
and Procedures; A5—Sharing Common Business Strategy; A6—Sharing the Use of Common Brand
Name; and A8—Sharing Significant Part of Professional Resources.
5.

Proposed paragraph R401.4
We understand that this paragraph is for a requirement because of the letter “R.” However, it is not
easy to understand what the requirement is as a sentence including “shall” comes at the end of the
paragraph. Therefore, we propose to move the sentence including “shall” to the beginning of the
paragraph.
In such a case, for example, the current sentence can be placed at the beginning of the paragraph by
rephrasing it as follows: “The following entities shall determine how to disclose that they are not
network firms when presenting themselves to outside parties.”

(Current proposal)
R401.4 If a firm or a network sells a component of its practice, the sales agreement sometimes provides
that, for a limited period of time, the sold component might continue to use all or part of the name of the firm
or the network, even though it is no longer connected to the firm or the network. In such circumstances,
while the two entities might be practicing under a common name, the facts are such that they do not belong
to a larger structure aimed at cooperation and are therefore not network firms. Those entities shall determine
how to disclose that they are not network firms when presenting themselves to outside parties.
We are proposing the change as follows:
R401.4 The following entities shall determine how to disclose that they are not network firms when
presenting themselves to outside parties. If a firm or a network sells a component of its practice, the sales
agreement sometimes provides that, for a limited period of time, the sold component might continue to use
all or part of the name of the firm or the network, even though it is no longer connected to the firm or the
network. In such circumstances, while the two entities might be practicing under a common name, the facts
are such that they do not belong to a larger structure aimed at cooperation and are therefore not network
firms.
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6.

Restructuring of the Code regarding proposed Section 410
In the draft of the proposed Code, there are “Introduction” and “Requirements and Application
Material” for each section (Level 1), some of which are subdivided into groups with titles in italics
(Level 2). If necessary, these groups are further broken into smaller parts, which are differentiated by
using headings in a regular font (Level 3) by each group. For example, in Section 410, the head “Audit
Clients that are Public Interest Entities” is classified as Level 3, as follows, which is a further
subdivision of the Level 2 head “Fees-Relative Size.” In this way of using headings, the levels of the
headings are difficult to see at a first reading. Accordingly, the way of using the headings needs to be
improved. For example, the style and layout of each level of headings can be reorganized by
changing indents and/ or underlining, for example.
The following is an excerpt from the proposed code associated with Section 410 described above:
Requirements and Application Material（Level 1）
R410.2

A firm shall apply the conceptual framework set out in Section 120 to fees or other
remuneration.

Fees – Relative Size（Level２）
410.3A1 When the total fees generated from an audit client by the firm expressing the audit opinion
represent a large proportion of the total fees of that firm, the dependence on that client and
concern about losing the client creates a self-interest or intimidation threat. The significance
of the threat will depend on factors such as:
・ The operating structure of the firm.
・ Whether the firm is well established or new.
・ The significance of the client qualitatively and/or quantitatively to the firm.
(Omission)
Audit Clients that are Public Interest Entities（Level３）
R410.4

Where an audit client is a public interest entity and, for two consecutive years, the total fees
from the client and its related entities (subject to the considerations in paragraph R400.11)
represent more than 15% of the total fees received by the firm expressing the opinion on the
financial statements of the client, the firm shall
Supplement 4 to Agenda Item 3
Page 42 of 274

Structure ED-1 Supplement 4 to Agenda Item 3 – Compilation of Specific Comments
IESBA Meeting (September 2016)

#

Source

Stakeholder
Category

Detailed Comment
(Omission)
Fees – Overdue（Level２）
R410.7

When a significant part of fees due from an audit client remains unpaid for a long time, the
firm shall determine:
(c) Whether the overdue fees might be equivalent to a loan to the client; and
(d) Whether it is appropriate for the firm to be re-appointed or continue the audit engagement
because of the significance of the overdue fees.

(The following is omitted)
7.

Numbering and ordering of the sections of the Code
We propose the following three improvements:
(1)

In the draft of the Code, there is only one Section concerning Business Relationships, Section
520; this may not be enough to respond to an increase in the number of the future provisions
properly. Taking into consideration the expanding guidance in the future, we consider that it is
better to leave Sections 520–529 for the provisions of Business Relationships.
Presently, Sections 521–525 are allocated to the following items; each of the items is related to
the provisions responding to the threats arising from employment relationships, which are all
related to employment. Taking the above into consideration, to clarify the relationship among
the provisions, we propose that Sections 530–539 be for the provisions concerning Employment
Relationships, for example, as follows:
ED

Proposed Amendments

521 Family and Personal Relationships

531 Family and Personal Relationships

522 Recent Service with an Audit Client

532 Recent Service with an Audit Client

523 Serving as a Director or Officer of an
Audit Client

533 Serving as a Director or Officer of an
Audit Client

524 Employment with an Audit Client

534 Employment with an Audit Client
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525 Temporary Personnel Assignments

KICPA

32.

Member Bodies
and Other
Professional
Organizations

535 Temporary Personnel Assignments

(2)

In the draft of the Code, although “Section 511 Loans and Guarantees” includes the provisions
concerning “R511.7 Deposits or Brokerage Accounts,” in light of clearness, we propose to set
another Section for the provisions concerning “Deposits or Brokerage Accounts” to separate from
the provisions of Loans. For example, we propose that another Section called “Other Financial
Interests” be created to include the provisions concerning “Deposits or Brokerage Accounts.” For
now, although there is no other provision concerning financial interests that needs to be moved
to that Section, there is a possibility that the provisions concerning insurance and other matters
are added to the Section in the future.

(3)

Financial Interest is defined as “an interest in an equity or other security, debenture, loan or other
debt instrument of an entity.” Meanwhile, the provisions for financial interests from R510.5 in
Section 510 are mostly related to direct and indirect financial interests. On the other hand, “Loans
and Guarantees” that is included in financial interests by definition is prescribed in Section 511,
separating from Section 510. To match the title of the Section with its content, we propose that
the overall provisions concerning financial interests be included in Section 510 and that the
provisions concerning direct and indirect financial interests be included in a new section, Section
511, for example. In such a case, the provisions of “Loans and Guarantees” shall be included in
Section 512.

Please refer to the above general comments. We believe the Code improves when it comes to its clarity,
understandability, and navigability. Placing different paragraph numbering to distinguish requirements from
application material in this propped ED enhances their separation, respectively, in addition to their
understandability.
As for the paragraph numbering, we suggest the Board consider making the paragraph numbering simpler
by identifying each of them as 1, 2 … in their respective section, just as ISAs, instead of 300.1, 300.2…

KPMG*
33.

Accounting Firms

We believe that the restructured Code improves the understandability, specifically with reference to the
relationship between the requirements and the corresponding application material. The Guide to the Code
does provide a useful overview of how the Code is to be used and the structure. We do wonder whether some
of the material currently included in the Guide is more appropriately contained in Part A of the Code – for
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example, paragraph 6 reads more as a requirement rather than instructional material on how to use the Code.
Additionally, paragraphs 10 and 11 under the subsection “Exceptional Circumstances” are an important
direction for professional accountants that are most probably better suited to be included in Part A of the Code
(e.g. section 100 Compliance with the Code) rather than in a section that may not be frequently referenced
and may not be considered by some to be part of the Code itself and, accordingly, the importance of such
paragraphs diminished.
While we believe that the separation of the requirements from the application material and labelling the
requirements with an “R” does help to enhance the prominence and clarity of what is required from other
material, we believe using bold text or some other mechanism to highlight the requirements (e.g. shaded
boxes) would further enhance the separation of requirements from application and other material, which in
turn should assist with usability and further clarity.
While we continue to be supportive of the need to re-affirm the need for a professional accountant to comply
with the Conceptual Framework, we question the value of repeating this statement at the top of every page in
the Code.
We feel it would be more useful for users to have the Glossary relocated to the front of the Code (e.g. following
the Guide). We also believe that the Board should consider eliminating instances where a term is
defined/explained in the body of the Code and then also included in the Glossary.

MIA

34.

Member Bodies
and Other
Professional
Organizations

The relationship and distinguishment between requirements and application materials are well explained.
However, we suggest Paragraph 100.3 A1 of the restructured Code to be marked as “R” and modified as
follows:
“The fundamental principle of professional behaviour requires a professional accountant to comply with
relevant laws and regulations. Some jurisdictions might have requirements and guidance that differ from or
go beyond are more stringent than those these 1 set out in the Code. Accountants in those jurisdictions need
to be aware of those differences and shall 2 comply with the more stringent requirements and guidance unless
prohibited by law or regulation.”
1 These

wordings are amended as it may mean that the requirements and guidance in other jurisdictions could
be more or less stringent than the Code, which is different as compared to the extant Code. The extant Code
requires that a member firm of IFAC or firm shall not apply less stringent standards than those stated in the
Code.
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2 The

word “shall” is inserted to make the paragraph as a requirement.

In addition to the above, with regard to Section 521 Family and Personal Relationships, we are of the view
that requirement level should be higher when a close family member of an audit team member is a
director/officer of the audit client or an employee in a position to exert significant influence over financial
statements or client’s accounting records, as compared to other close relationships of an audit team
member. Hence, Paragraph 521.4 A1 of the restructured Code should be marked as “R”.
We support the proposed separation of the extant Code into requirements and application materials. We,
however strongly recommend that this restructuring of the Code exercise should not change the intended
meaning and objective. A separate consultative paper should be drawn up if there are changes in meaning
and objective of the Code. Moreover, we are also concerned that the enforceability of the Code could be an
issue. Please see our comments in Question 1 (g) below.
NASBA

Regulators and
Oversight
Authorities

It is not clear why items 11 and 12 in the proposed Guide to the Code as “Exceptional Circumstances” are not
still included in the Code. We believe that these sections should be within the Code.

NBA

Member Bodies
and Other
Professional
Organizations

N/A

NFCPAA
ROC

Member Bodies
and Other
Professional
Organizations

We agree with the proposals which increase the understandability, clarity and navigability of the Code.

NZAuAS
B

National
Standard Setters

The NZAuASB considers that labelling requirements with R and application material with A are helpful
clarifications. The paragraph numbers that are requirements are in bold. The NZAuASB recommends that it

35.

36.

37.

38.

Other than the item noted above, we do not have any specific comments regarding the proposals. However,
we noted some changes to the Code for items that were exposed in a previous exposure draft dated December
2015 Exposure Draft on Proposed Revisions Pertaining to Safeguards in the Code—Phase 1. Since
comments were due on that earlier exposure draft March 21, it seems premature of IESBA to make these
changes without having had any review of comments related to those matters.
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may also be useful to bold letter the entire paragraph of the requirements rather than just the paragraph
number.
The NZAuASB is supportive of retaining the application material in close proximity to the requirement to which
it relates, rather than grouping requirements together and application material separately.
Proposed R524.5 and R524.6 should have a “shall not” if it is a requirement rather than referring to
independence being compromised, to be consistent with the drafting rules that a requirement should contain
“shall”. 524.7 A1 could then be phrased as an exception to R524.5 and 6. As the requirement refers to a key
audit partner joining the audit client, the prohibition would apply to the firm retaining the engagement.

OECFM

Member Bodies
and Other
Professional
Organizations

Yes

PAAB

Regulators and
Oversight
Authorities

Yes. The separation of the two also distinguishes between the principle and application material for better
understanding of the requirements of the code. The application material also enhances understandability of
the requirements as it is guidance on what a requirement is or what it is intended to cover.

PKF

Accounting Firms

Using the “R” prefix to denote requirements aids significantly in clarifying the Code. However, the combination
of prefixes (R) and suffixes (A) proved to be difficult to understand upon first read by some reviewers. The
introductory paragraphs contain neither and R nor an A, which in itself creates confusion.

39.

40.

41.

We suggest that it would be best to simply use R paragraphs denoting requirements and have all other
paragraphs without any prefix/suffix and include in the Guide to the Code that R paragraphs are requirements
and all other provisions are additional application material (with the exception perhaps of introductory
paragraphs) to aid in the professional accountants understanding of and compliance with the R paragraphs.
In order to “group” application material logically with the relevant requirement, the numbering system could be
revised to show e.g.
R100.3 – denotes requirement
100.3.1 – denotes first paragraph of application material
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This would logically link items together, and be easier to read than a mix of numeric and alphanumeric
numbering.

PWC*

Accounting Firms

In principle the role of requirements is clear (although we have some comments below under question c).
We understand that the application material is intended to help the professional accountant to understand
how to apply the conceptual framework to a particular set of circumstances and to understand and apply (or
comply with) a specific requirement. We propose a clarification of the description of the application material
in Appendix 2.
At times we believe that the positioning of application material might be improved. For example:

42.

•

511.4A1 deals with a situation where a loan from a bank is permitted by R511.4 but addresses the
situation where the loan is material. It follows the preceding requirement but is not in fact related to
the requirement in 511.4, and presumably relates to the application of R511.3. It seems to be
guidance to help apply the conceptual framework to this situation. If that is the case, perhaps it should
be more closely related to R511.3? Further in sequence, 511.4 A3 may come better before 511.A1
and this may help the flow.

•

524.3 A1 is an important definition in effect to be used in applying the requirement in R524.2. Is its
status as application material clear enough? The same might be said of 524.7 A1.

Another example of where it is possible that readers may be confused by the positioning of the application
material is Section 521:
•

R521.2 establishes the requirement to apply the conceptual framework

•

R521.3 then establishes a specific requirement

•

521.3 A1 (and A2) is application material addressing a different set of circumstances and is guidance
to help apply the requirement set in R521.2 (and not the requirement it follows).

Accordingly in this case (and others with a similar construct) the application material may be better located
following the relevant requirement.
As a general principle, we also believe that provisions that are an exception to a requirement should be
clearly located with the requirement (perhaps as a sub-bullet) rather than being application material. There
will be a number of these in the Code, such as in the Long Association provisions and proposed 527.7 A1.
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RSM UK*

Accounting Firms

We think that it would make a clearer distinction in the mind of readers and users between a Requirement
and Application Material for the whole text of a Requirement to be emboldened, not just the initial letter 'R'.
In para 8, it might be helpful, when referring to the 'conceptual framework', to make a tie-up with the
importance of threats and safeguards to the workability of the framework: perhaps by adding the following
[underlined] in the 6th line - ". . ., including application of the conceptual framework and the threats and
safeguards approach underpinning it.".

43.

There is a hierarchy of FPs, Rs, and Application Material, which the threats and safeguards approach is
central to, so it has a right to its own place in that hierarchy, especially given that in Section 120 - the
Conceptual Framework - there is substantial reference to the threats and safeguards approach which we do
not believe has been trailed earlier in the revised Code, though, in our view, it should be.
SAICA

Member Bodies
and Other
Professional
Organizations

The split between requirements and application material is very positive and should assist members. It is
confusing that the “R” is in the beginning of the numbering but the “A” is close to the end. We would suggest
that the “R” and the “A” of requirements and applications be in the same format, e.g.
“R120.5”
“A120.5.1”

44.

Regarding section 400.6 of the restructured code (290.25 of extant code), we would like to suggest that it is
incumbent on any Firm or member body to determine whether to treat additional entities, or certain categories
of entities as PIES, yet the term “are encouraged” inherited from the extant Code, implies choice in carrying
out this determination – we suggest this be made a requirement, as we believe this clarifies that a duty to
carry out an assessment is required.
SCM

45.

Regulators and
Oversight
Authorities

In this regard, the AOB has no objection to the proposed changes outlined in the exposure draft on improving
the structure of the Code. In particular, the AOB is in support of the proposed amendments to clearly
distinguish requirements from application materials whereby requirements identified with “R” with the relevant
application materials generally positioned next to them, identified with “A”.
However, it is important to ensure that the application materials are read in the context of the requirements,
and that the enhanced structure does not inadvertently result in less prominence given to the application
materials.
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SMPC

Member Bodies
and Other
Professional
Organizations

The Committee supports the approach to distinguish requirement paragraphs with ‘R’ and position application
material next to the relevant requirements – identified with ‘A’. These changes should enhance the users
understanding of specific prohibitions. We support the proposed approach of requirements being denoted by
the word “shall”, which is not used in the application material component.
The Explanatory Memorandum states that the application material component includes examples of
procedures, including safeguards that may be appropriate in the context of the engagement or assignment.
There is also a new paragraph in the Guide to the Code (para. 9), which states that where the application
material includes lists of examples “these lists are not intended to be read as exhaustive lists of all possibilities
or circumstances that might arise”. We suggest the Board consider highlighting that professional accountants
are required to exercise professional judgment in complying with the relevant requirement. It is vital that the
Code is clear that the examples are not extensions of the requirements and if following a particular example
is required, it would not be included in the application material.

46.

It is important that there is a clear distinction between those instances where judgment may be based on the
factors in the application material and those instances where the factors would always need to be taken into
account, since the latter constitutes a requirement. For example:
•

The second sentence of 310.11 A1 states “factors to consider…”, which is not clear whether the
factors must be considered, and if so all of them.

•

Paragraphs 310.11 A2 states “….it is generally necessary…”, which could add confusion given that
the requirement is to use professional judgment (see above).

•

Paragraph 114.1 A1 seems to be worded more in the nature of a requirement than application
material.

The IESBA needs to be very clear on these instances, otherwise the Code may not be consistently applied.
In addition, the IESBA uses “might consider” in two instances (300.3 A1 and 404.2 A2) and “may consider”
once (350.5 A1). It may help the user and translators to be consistent on these and we note that the ISA
application material consistently uses “may consider”.
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SRA

Accounting Firms

We concur with the text, proposed in the ED, with the following remarks. We understand that it is considered
to make separate provisions in the Code for professional accountants serving PIE’s and non-PIE’s. We do not
support such a division in the provisions in the Code. In our view the Code should be the same for both
categories of professional accountants.

UK

Regulators and
Oversight
Authorities

The distinction between requirements and application material is clearly explained in the Guide to the Code,
and there is clear labelling within the main body of the text.

47.

FRC

There are some examples, however, where the Code could achieve greater clarity. For example:
•

Section 330 on Fees and Other Types of Remuneration includes a section on Contingent Fees
[330.3.A4], which consists of application guidance for non-assurance services. A cross reference to
the more stringent requirements for audit and assurance engagements is included at the end of this
section – but the point could be made more clearly and prominently that prohibitions are in place for
engagements of that kind;

•

Section 401 which deals with Network firms includes discussion of circumstances where firms share
professional resources, including ‘audit methodology or audit manuals’. 401.3. A2 and 401.3.A9 could
be read to scope those arrangements out of the definition of a network relationship; however, 401.3.A8
clearly includes them.

48.

49.

50.

VRC

Preparer of
Financial
Statements

The VRC reviewed the ED ‘Improving the Structure of the Code of Ethics for Professional Accountants Phase
I’. The VRC supports the ED and has no objections or further comments.

WPK

Member Bodies
and Other
Professional
Organizations

We welcome the intended separation of requirements (‘R’) from application material (‘A’). We think that the
relationships between R and A is sufficiently clear and understandable.
Nevertheless we would like to mention that the different position of ‚R‘ and ‚A‘ might lead to difficulties for
professionals and others with regard to referencing of working papers - espe- cially when electronic
(automated) working paper solutions are in place.
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Question 1(c) – Refinements to the Code: Specific Requirements
Refinements to the Code
1.

Do you agree with the proposals, or do you have any suggestions for further improvement to the material in the ED, particularly with regard to:
(c)

The clarity of the principles basis of the Code supported by specific requirements?

Note: Members of the Monitoring Group are shown in bold below.
#

Source

Stakeholder
Category

Detailed Comment

AAT

Member Bodies
and Other
Professional
Organizations

AAT supports the view that there was a need to address the importance of the conceptual framework. In doing
this it has empowered accountants to address threats to compliance irrespective of what type of circumstance
arises instead of just complying with a specific requirement

ACCA

Member Bodies
and Other
Professional
Organizations

Clarity of the principles basis of the Code supported by specific requirements

1.

2.

The IESBA must seek to achieve an appropriate balance between requirements and application material in
order to maintain a principles-based Code. Throughout the Code, requirements should be kept to a minimum.
However, there is a risk that users of the Code may tend to disregard application material. This risk will remain
so long as users fail to engage fully with the Code and the use of the conceptual framework. Therefore, the
risk is best addressed by identifying opportunities to streamline the Code, and eliminate repetition and unclear
text.
Overall, we believe that improvements have been made in setting out more clearly the fundamental ethical
principles and the framework for safeguarding them. The requirement to apply the conceptual framework is
reiterated throughout the Code, and this will serve to increase its perceived importance, and encourage
professional accountants to consider the framework and the underlying principles. However, care must be
taken to avoid the framework appearing to users as a rigid procedure to be followed inflexibly. We also feel
that the inclusion of a reminder in the header of each page of the Code is unnecessary, and is unlikely to have
an impact on attitudes or behaviours.
There are areas of the restructured Code in which clarity may be enhanced by examples. In this respect, we
suggest the Code could illustrate circumstances in which the result of applying a specific requirement of the
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Code might be disproportionate or not in the public interest (paragraph 10 of the guide to the Code). The
IESBA should also seek to include examples of circumstances in which compliance with one fundamental
principle would conflict with one or more other fundamental principles (paragraph 11).

AIA

Member Bodies
and Other
Professional
Organizations

We agree that this is an excellent improvement to the Code and fully support this.

AICPA

Member Bodies
and Other
Professional
Organizations

Yes, we agree with the proposals with regard to the clarity of the principles basis of the Code supported by
specific requirements.

APESB

Member Bodies
and Other
Professional
Organizations

APESB understands that the IESBA has clarified the importance of the Conceptual Framework approach by
including several reminders (i.e. a header, new introductory paragraph as well as a requirement for
professional accountants to apply the Conceptual Framework at the start of each section). We support this
cohesive approach to addressing the Code’s fundamental principles (section 110) and the Conceptual
Framework (section 120).

3.

4.

Enhancing the requirement to apply the Conceptual Framework

5.

However, we query whether the inclusion of a generic header at the top of every page of the Code is necessary
and whether the other reminders included (i.e. new introductory paragraph and the explicit requirement to
apply the Conceptual Framework in each section) is sufficient.
Instead of reiterating a generic header throughout the Code, the IESBA could consider enhancing the
requirements to apply the Conceptual Framework by creating electronic linkages and cross references to
specific requirements in sections 110 and 120.
Assirevi

6.

Member Bodies
and Other
Professional
Organizations

2.1

Section 400 "Application of the Conceptual Framework to Independence for Audits and Reviews"

This paragraph states that "independence is a measure of objectivity". This statement is quite wrong as it
establishes a linear relationship between independence and objectivity such that the professional accountant
cannot be objective if the professional accountant is not independent. However, this is not true. For example,
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if the professional accountant is not independent but was unaware of the circumstance that gave rise to the
lack of independence, objectivity would not be impaired (as noted in the breaches section of the Code)
Requirements relating to independence help assuring objectivity but they are not an absolute pre-requisite to
exercising objectivity.
The current wording in 400. l is in conflict with the provisions of the breaches section of the Code and should
be corrected .
2. 7 Reference in the header and in section of the re-structured Code to the "Conceptual Framework"
The constant reference in the header and in each section of the re-structured Code to the "Conceptual
Framework" appears to create an imbalance between the detailed requirements and the Conceptual
Framework. We believe that the detailed requirements should be the primary focus and the conceptual
framework the secondary focus. Otherwise there is a risk that readers may interpret that the conceptual
framework can override the detailed requirements. As such we suggest that the sub-header be removed and
the specific requirement to comply with the conceptual framework be moved to follow the detailed
requirements accompanied by a statement along the lines "For circumstances other than those addressed
by the specific requirement the conceptual framework should be applied ...".

7.

BDO*

Accounting Firms

We agree that the proposals add clarity of the principles basis of the restructured Code supported by specific
requirements.

CAANZ

Member Bodies
and Other
Professional
Organizations

In our opinion, the Code should continue to be a principles based pronouncement with application materials
to support and assist a professional accountant in applying the principles. IESBA needs to take care that lists
included in application materials are not regarded as requirements or a complete list of all the matters a
professional accountant needs to consider. We would encourage IESBA to consider including a reminder to
professional accountants that they need to use professional judgement to achieve compliance with the
requirements.

8.

We also believe that the inclusion of the phrase “The Conceptual Framework contained in Section 120 applies
in all circumstances” on the top of every page is contrary to IESBAs intention of making the Code more
useable. We recommend IESBA removes this statement.
9.

CHI

Accounting Firms

The restructured Code emphasizes the importance of the “principles” basis. This is important and as the
restructured Code is implemented, IESBA should work with national regulators and standard setters to make
Supplement 4 to Agenda Item 3
Page 54 of 274

Supplement 4 to Agenda Item 3 Structure ED-1 – Compilation of Specific Comments
IESBA Meeting (September 2016)

#

Source

Stakeholder
Category

Detailed Comment
sure that the intent of the Code is maintained. National application and enforcement has to preserve the
principles based approach of the Code.

CIMA

Member Bodies
and Other
Professional
Organizations

Provided that the principles and requirements are not conflicting or perceived as conflicting it should work
particularly for professional accountants who may be more familiar with seeking answers which are more
prescriptive as opposed to a purely principles based approach.

CPA
Canada

Member Bodies
and Other
Professional
Organizations

Overall, the clarity of the principles basis of the Code supported by specific requirements was found to have
improved relative to the extant Code. It was noted, however, that the linkage was not entirely direct because
of the Conceptual Framework. As professional accountants use and apply the Code, perhaps the clarity of the
principles basis may be enhanced.

10.

Having said the above, some concern was expressed with the emphasis placed on the Conceptual Framework
relative to the fundamental principles as proposed through the restructuring of the Code. Although the
requirement to apply the Conceptual Framework was made clear through the restructuring, we did not find the
linkage to the relevant fundamental principles to always be clearly laid out.

11.

We also noted that there may be inherent problems in applying the Conceptual Framework in all circumstances
as it may allow for a defence based on the application of safeguards thereby diluting the principles and
requirements. Ultimately, this could bring enforceability into question and may reduce the adoptability of the
Code where jurisdictions are concerned that the requirements, including the application of safeguards, may
not be sufficiently clear to establish when fundamental principles of ethics have been violated.
Given the importance of both the Conceptual Framework and the Fundamental Principles, it was suggested
that the header appearing on each page should be expanded to note both. In addition we noted that each
section could be strengthened if it began with reference to the applicable Fundamental Principle(s). We believe
that both of these suggestions would further enhance the clarity for the user of the principles basis of the Code
supported by the specific requirements.
In reviewing Part A, we identified that the title Introduction to the Code and Fundamental Principles could be
improved by describing its applicability to all professional accountants. Although stated in Paragraph 4 of the
Guide on Page 16 in describing Part A, it was felt that the Title of Part A and its impact could be improved and
strengthened by stating its applicability to all professional accountants and by removing the words
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“Introduction to”. For example, “The Code and Fundamental Principles Applicable to All Professional
Accountants” would be preferred.
We also identified that the first sentence of paragraph 100.2 could be more succinctly and strongly stated to
the effect that professional accountants must comply with the five principles. It was thought that this would
enhance the understanding of the applicability of the principles.
We considered Section 110 The Fundamental Principles in detail and overall felt that they were well presented
in terms of the requirements and application material. We believe a preamble in advance of stating the
principles in 110.1 might be useful to “set the tone” and expectations of professional accountants. With the
knowledge that professional accountants will not necessarily consider and re- read the entire Code at each
sitting, we believe that opportunities should be taken where possible to remind the user of the importance of
the principles to the profession and the professional accountant’s responsibilities.
We also noted that the Fundamental Principles section might be further enhanced with a paragraph
summarizing that a professional accountant who does not adhere to the principles has not maintained the
reputation of the profession.
With specific reference to 112.2 A2, we identified that this application material had gone considerably deeper
than would be expected of a principle; its inclusion in Subsection 112 is seemingly out of context and we
believe it should be considered further. It was also noted that the references within 112.2 A2 appeared to be
public practice focused and not generally applicable to all professional accountants as presented.

CPAA

12.

Member Bodies
and Other
Professional
Organizations

The approach adopted in the Code is confusing and we are concerned that it may become more so in the
restructured Code. As mentioned previously we support the principles and conceptual framework approach of
the Code. However, to argue that the Code is principles and conceptual framework based is misleading as it
contains several rules and prescriptions that go beyond the requirement to comply with the fundamental
principles by applying the conceptual framework using professional judgement. We therefore are of the view
that the restructured Code should clarify its actual approach and disclose it in the proposed guide - while it is
fundamentally principles and conceptual framework based, it provides some prescriptions in relation to
professional accountants in public practice. The creation of two sections in the Code as we suggest in our
response to question (f) (i) will aid this distinction and explanation.
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The statement ‘principles-based foundation and the inclusion of specific requirements’ in paragraph 27 of the
ED attempts to address our concern but we do not think it does so effectively, because it is not clear what a
‘principles based foundation’ means when there are specific prescriptions.
We do not support the inclusion of the header ‘The conceptual framework contained in Section 120 applies in
all circumstances’ on every page of the Code, as we are not convinced that it is necessary or accurate,
particularly when there are specific prescriptions that do not require the application of the conceptual
framework.

13.

DSF
Juvenal

Individual

Yes. I agree with clarity of the principles basis of the Code supported by specific requirements.

DTTL*

Accounting Firms

We continue to have concerns, as noted in our response to the safeguards project, that the principles based
approach of the Code may be gradually eroded through the restructure and safeguards projects, particularly
given the continual repetition of the application of the conceptual framework as a requirement and the move
towards a codification of the conceptual framework. This also highlights the importance of considering the
Board’s changes in their totality.

EYG

Accounting Firms

We have some concerns around consistency of approach of the linkage between underlying principles and
specific requirements across the Code as discussed above under the heading Conceptual framework.

FAR

Member Bodies
and Other
Professional
Organizations

In FAR's opinion, the principles basis of the Code is as clear in the proposal as in the extant Code.

FEE

Member Bodies
and Other
Professional
Organizations

Any standard should clearly derive from the fundamental principles enshrined in the Code and not the other
way around. We refer to our general comments.

14.

15.

16.

17.

This restructuring may be seen as a shift towards a more rules-based code, with all the emphasis being put
on standards. Sometimes the impression is given that professional accountants should firstly comply with the
detailed and specific requirements and only afterwards focus on the underlying principle.
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FSR

Member Bodies
and Other
Professional
Organizations

As previously mentioned in our general comments, we fear that this restructuring may be a shift to a rulesbased code. Any standard should clearly derive from the fundamental principles enshrined in the Code and
not the other way around.

GAO

Public Sector
Organizations

We agree with the proposals in the restructured Code and believe that they would enhance the
understandability and usability of the Code. Because of the volume of material in the exposure draft, we
suggest that the IESBA also label each page in the restructured Code with its respective part number or title
and section number or title. In the extant Code, each page is labeled with the part number or title (e.g., Part
A, C1, Glossary) on its margin and the section number or title (e.g., Section 290) on the bottom of the page.
Labeling the restructured Code in such a manner would further assist professional accountants who are
researching or referencing particular requirements and application material.

GTI*

Accounting Firms

GTIL agrees the proposal supports the clarity of the principles basis of the Code which is supported by specific
requirements that Professional Accountants must adhere to.

HKICPA

Member Bodies
and Other
Professional
Organizations

N/A

ICAB

Member Bodies
and Other
Professional
Organizations

Yes, we agree with the proposals with regard to the aspects as mentioned above.

ICAEW

Member Bodies
and Other
Professional
Organizations

12.

18.

19.

20.

21.

22.

23.

Sometimes the impression is given that professional accountants should firstly comply with the detailed and
specific requirements and only afterwards focus on the underlying principle.

We are supportive of an approach that emphasises the principles basis of the Code, but we remain
conscious that the very use of the term requirements is indicative of a rules based approach. Care
should be taken not to lose the importance of the application guidance. After all, surely the primary
purpose of a Code is to help users behave properly by applying the principles, not to make regulatory
enforcement easier.
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13.

We are supportive of the incremental approach which lays out the baseline requirements applicable
to certain professional accountants. To this end sections 120 and 300 appear to run contrary. There
is an element of duplication and a professional accountant in public practice will find themselves rereading much of the ‘general requirements’.

14.

The addition of “attain” in R113.1 sub paragraph (a) is a welcome one.

ICAG

Member Bodies
and Other
Professional
Organizations

The principles basis of the Code supported by specific requirements are quite clear and easy to understand.

ICAS

Member Bodies
and Other
Professional
Organizations

Fundamental Principles Supported by Requirements

Member Bodies
and Other
Professional
Organizations

As mentioned in our letter, we are not convinced that the proposed approach to use only requirements to
replace obligations in the extant Code is the most workable solution.

24.

25.

IDW

26.

Stakeholder
Category

(i)

We welcome the content of paragraph 100.2 i.e. in relation to the fundamental principles which we
believe enhances the Code and clearly establishes the importance of the those principles.

Instead of formulating single requirements in paragraph 6 of the Guide to the Code and in subsections 111 –
115, the broader obligations to adhere to the Code and to each of the Code’s fundamental principles might be
more appropriately articulated as objectives. Maintaining ethical behavior in line with the Code could constitute
an overall objective to be placed in section 110. Such an overall objective supported by a set of objectives for
each fundamental principle would provide the professional accountant with a basis to check back against
(e.g., in circumstances where the Code is silent, or a requirement prescribed is impracticable but could be
“replaced” by another course of action, where the professional accountant faces an exceptional circumstance
such as described in paras. 10 and 11 of the Guide to the Code). If the Board were to redraft these proposed
requirements as objectives it could then introduce a supplementary requirement for professional accountants
to “step-back” and satisfy themselves that in following the Code they have indeed achieved the specificobjectives for each of the fundamental principles and the overall objective in the particular engagement or
circumstance.
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Such an approach would be similar to that adopted by the IAASB in ISA 200.21 and 24. In our opinion, it would
also better articulate the nature of fundamental principles and an individual professional accountant’s
compliance thereto in the specific circumstances encountered.

IOSCO

Regulators and
Oversight
Authorities

See Supplement 3 to Agenda Item 3.

IPA

Member Bodies
and Other
Professional
Organizations

The emphasis on the need to apply the conceptual framework requires the professional accountant to be
aware of circumstances, behaviours or other conditions that would result in a breach of compliance with the
fundamental principles. Reinforcing the principles based approach to the Code encourages implementation
by the professional accountant, whether they are in public practice or in business.

IRBA

Regulators and
Oversight
Authorities

1.14. We agree that the Code should have a principles basis with specific requirements. However, for the
Code to be usable and clear, those specific requirements need to be defined.

27.

28.

1.15. The conceptual framework is the foundation of the Code. Accordingly, many requirements reference
the conceptual framework. Thus the clarity of the Code is dependent on the proposed amendments
to Safeguards in relation to the conceptual framework.
1.16. Additionally, we note that requirements often refer to the conceptual framework but seldom to the
fundamental principles. An example of this is R340.3 which requires the application of the
conceptual framework when accepting offers of gift and hospitality but does not require the
professional accountant to comply with the fundamental principles. Additionally, the repeated header
refers only to the conceptual framework but does not remind the reader that the fundamental
principles apply in all circumstances as well.

29.

1.17. We note that certain paragraphs in the extant Code refer to specific fundamental principles and in
the restructured Code the equivalent paragraphs refer more broadly to the “fundamental principles”.
It would be helpful to the reader to be more specific on these. An example of this is R320.3 which
requires the professional accountant to comply with the conceptual framework and the fundamental
principles, while the extant Code 210.1 specifically refers to integrity and professional behaviour.
30.

ISCA

Member Bodies
and Other
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Professional
Organizations
JICPA

Member Bodies
and Other
Professional
Organizations

1.

TABLE OF CONTENTS
We propose that all subtitles be included in Table of Contents and the corresponding paragraph
numbers be noted in parenthesis at the end of each subtitle (please refer to the attachment). We
consider that it allows users to refer to the provisions more easily.

2.

Proposed paragraph 400.1
In the footnotes, it is stated that “‘audit client’ includes ‘review client’ and related entities of the audit
client.” However, as the former and the latter are different in nature, we consider that referring to them
in two different sentences is easier to understand. For example, it can be stated that “An ‘audit client’
includes a ‘review client.’ Related entities of an audit client are also included in an ‘audit client.’”

3.

31.

Proposed paragraph 400.4
Although this provision refers to paragraph 300.2 A10, we consider that it should refer to 300.2 A9,
thereby proposing alteration.

4.

From proposed paragraph 401.3 A2 to A9
We propose subheads for each paragraph. This would allow us to understand what guidance is
stipulated in each paragraph easily.
For example, we propose subheads as follows: A2—Profit or Cost Sharing; A3—Within the Structure
Share Common Ownership, Control or Management; A4—Sharing Common Quality Control Policies
and Procedures; A5—Sharing Common Business Strategy; A6—Sharing the Use of Common Brand
Name; and A8—Sharing Significant Part of Professional Resources.

5.

Proposed paragraph R401.4
We understand that this paragraph is for a requirement because of the letter “R.” However, it is not
easy to understand what the requirement is as a sentence including “shall” comes at the end of the
paragraph. Therefore, we propose to move the sentence including “shall” to the beginning of the
paragraph.
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In such a case, for example, the current sentence can be placed at the beginning of the paragraph by
rephrasing it as follows: “The following entities shall determine how to disclose that they are not
network firms when presenting themselves to outside parties.”
(Current proposal)
R401.4 If a firm or a network sells a component of its practice, the sales agreement sometimes provides
that, for a limited period of time, the sold component might continue to use all or part of the name of the firm
or the network, even though it is no longer connected to the firm or the network. In such circumstances,
while the two entities might be practicing under a common name, the facts are such that they do not belong
to a larger structure aimed at cooperation and are therefore not network firms. Those entities shall determine
how to disclose that they are not network firms when presenting themselves to outside parties.
We are proposing the change as follows:
R401.4 The following entities shall determine how to disclose that they are not network firms when
presenting themselves to outside parties. If a firm or a network sells a component of its practice, the sales
agreement sometimes provides that, for a limited period of time, the sold component might continue to use
all or part of the name of the firm or the network, even though it is no longer connected to the firm or the
network. In such circumstances, while the two entities might be practicing under a common name, the facts
are such that they do not belong to a larger structure aimed at cooperation and are therefore not network
firms.
6.

Restructuring of the Code regarding proposed Section 410
In the draft of the proposed Code, there are “Introduction” and “Requirements and Application
Material” for each section (Level 1), some of which are subdivided into groups with titles in italics
(Level 2). If necessary, these groups are further broken into smaller parts, which are differentiated by
using headings in a regular font (Level 3) by each group. For example, in Section 410, the head “Audit
Clients that are Public Interest Entities” is classified as Level 3, as follows, which is a further
subdivision of the Level 2 head “Fees-Relative Size.” In this way of using headings, the levels of the
headings are difficult to see at a first reading. Accordingly, the way of using the headings needs to be
improved. For example, the style and layout of each level of headings can be reorganized by
changing indents and/ or underlining, for example.
The following is an excerpt from the proposed code associated with Section 410 described above:
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Requirements and Application Material（Level 1）
R410.2

A firm shall apply the conceptual framework set out in Section 120 to fees or other
remuneration.

Fees – Relative Size（Level２）
410.3A1 When the total fees generated from an audit client by the firm expressing the audit opinion
represent a large proportion of the total fees of that firm, the dependence on that client and
concern about losing the client creates a self-interest or intimidation threat. The significance
of the threat will depend on factors such as:
・ The operating structure of the firm.
・ Whether the firm is well established or new.
・ The significance of the client qualitatively and/or quantitatively to the firm.
(Omission)
Audit Clients that are Public Interest Entities（Level３）
R410.4

Where an audit client is a public interest entity and, for two consecutive years, the total fees
from the client and its related entities (subject to the considerations in paragraph R400.11)
represent more than 15% of the total fees received by the firm expressing the opinion on the
financial statements of the client, the firm shall

(Omission)
Fees – Overdue（Level２）
R410.7

When a significant part of fees due from an audit client remains unpaid for a long time, the
firm shall determine:
(e) Whether the overdue fees might be equivalent to a loan to the client; and
(f) Whether it is appropriate for the firm to be re-appointed or continue the audit
engagement because of the significance of the overdue fees.

(The following is omitted)
7.

Numbering and ordering of the sections of the Code
We propose the following three improvements:
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(1)

In the draft of the Code, there is only one Section concerning Business Relationships, Section
520; this may not be enough to respond to an increase in the number of the future provisions
properly. Taking into consideration the expanding guidance in the future, we consider that it is
better to leave Sections 520–529 for the provisions of Business Relationships.
Presently, Sections 521–525 are allocated to the following items; each of the items is related to
the provisions responding to the threats arising from employment relationships, which are all
related to employment. Taking the above into consideration, to clarify the relationship among
the provisions, we propose that Sections 530–539 be for the provisions concerning Employment
Relationships, for example, as follows:

(2)

ED

Proposed Amendments

521 Family and Personal Relationships

531 Family and Personal Relationships

522 Recent Service with an Audit Client

532 Recent Service with an Audit Client

523 Serving as a Director or Officer of an
Audit Client

533 Serving as a Director or Officer of an
Audit Client

524 Employment with an Audit Client

534 Employment with an Audit Client

525 Temporary Personnel Assignments

535 Temporary Personnel Assignments

In the draft of the Code, although “Section 511 Loans and Guarantees” includes the provisions
concerning “R511.7 Deposits or Brokerage Accounts,” in light of clearness, we propose to set
another Section for the provisions concerning “Deposits or Brokerage Accounts” to separate
from the provisions of Loans. For example, we propose that another Section called “Other
Financial Interests” be created to include the provisions concerning “Deposits or Brokerage
Accounts.” For now, although there is no other provision concerning financial interests that
needs to be moved to that Section, there is a possibility that the provisions concerning
insurance and other matters are added to the Section in the future.
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(3)

KICPA

32.

Member Bodies
and Other
Professional
Organizations

Financial Interest is defined as “an interest in an equity or other security, debenture, loan or
other debt instrument of an entity.” Meanwhile, the provisions for financial interests from R510.5
in Section 510 are mostly related to direct and indirect financial interests. On the other hand,
“Loans and Guarantees” that is included in financial interests by definition is prescribed in
Section 511, separating from Section 510. To match the title of the Section with its content, we
propose that the overall provisions concerning financial interests be included in Section 510 and
that the provisions concerning direct and indirect financial interests be included in a new
section, Section 511, for example. In such a case, the provisions of “Loans and Guarantees”
shall be included in Section 512.

Please refer to the above general comments. We believe the Code improves when it comes to its clarity,
understandability, and navigability. Placing different paragraph numbering to distinguish requirements from
application material in this propped ED enhances their separation, respectively, in addition to their
understandability.
As for the paragraph numbering, we suggest the Board consider making the paragraph numbering simpler by
identifying each of them as 1, 2 … in their respective section, just as ISAs, instead of 300.1, 300.2…

KPMG*

33.

Accounting Firms

We believe that the restructured Code improves the understandability, specifically with reference to the
relationship between the requirements and the corresponding application material. The Guide to the Code
does provide a useful overview of how the Code is to be used and the structure. We do wonder whether some
of the material currently included in the Guide is more appropriately contained in Part A of the Code – for
example, paragraph 6 reads more as a requirement rather than instructional material on how to use the Code.
Additionally, paragraphs 10 and 11 under the subsection “Exceptional Circumstances” are an important
direction for professional accountants that are most probably better suited to be included in Part A of the Code
(e.g. section 100 Compliance with the Code) rather than in a section that may not be frequently referenced
and may not be considered by some to be part of the Code itself and, accordingly, the importance of such
paragraphs diminished.
While we believe that the separation of the requirements from the application material and labelling the
requirements with an “R” does help to enhance the prominence and clarity of what is required from other
material, we believe using bold text or some other mechanism to highlight the requirements (e.g. shaded
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boxes) would further enhance the separation of requirements from application and other material, which in
turn should assist with usability and further clarity.
While we continue to be supportive of the need to re-affirm the need for a professional accountant to comply
with the Conceptual Framework, we question the value of repeating this statement at the top of every page in
the Code.
We feel it would be more useful for users to have the Glossary relocated to the front of the Code (e.g. following
the Guide). We also believe that the Board should consider eliminating instances where a term is
defined/explained in the body of the Code and then also included in the Glossary.

MIA

Member Bodies
and Other
Professional
Organizations

It is clear that the principles are supported by specific requirements.

NASBA

Regulators and
Oversight
Authorities

It is not clear why items 11 and 12 in the proposed Guide to the Code as “Exceptional Circumstances” are not
still included in the Code. We believe that these sections should be within the Code.

Member Bodies
and Other
Professional
Organizations

We recommend IESBA to clarify the relationship between the fundamental principles and the requirements in
the Code. Requirements derive from one or more fundamental principles. For a correct understanding of the
Code it is essential that it is clarified that requirements, among them independence requirements, are the
result of the application of the conceptual framework by IESBA beforehand, including the third party test (“this
is how the public will look at this specific situation/this is how the public will expect a professional accountant
to act in this specific situation”). At the same time this is the justification for why a principle based Code
includes a few requirements.

34.

35.

NBA

36.

Other than the item noted above, we do not have any specific comments regarding the proposals. However,
we noted some changes to the Code for items that were exposed in a previous exposure draft dated December
2015 Exposure Draft on Proposed Revisions Pertaining to Safeguards in the Code—Phase 1. Since
comments were due on that earlier exposure draft March 21, it seems premature of IESBA to make these
changes without having had any review of comments related to those matters.
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38.
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NFCPAA
ROC

Member Bodies
and Other
Professional
Organizations

We agree with the proposals which increase the understandability, clarity and navigability of the Code.

NZAuAS
B

National
Standard Setters

The NZAuASB is very supportive of enhancing a robust principled framework rather than creating a focus on
the application of rules. The NZAuASB is supportive of proposed enhancements to the conceptual framework
but considers a focus and emphasis on compliance with the fundamental principles is also necessary and
could be more prominently emphasised than what is proposed.
The IESBA is proposing to include a header “The conceptual framework contained in section 120 applies in
all circumstances” on every page. The NZAuASB is supportive of all attempts to emphasise the fundamental
principles and conceptual framework approach rather than positioning this just as background information.
The NZAuASB considers that it would be even more helpful to put additional emphasis on the fundamental
principles and not just on the conceptual framework. Linking each sub-section to a fundamental principle as
done in the past in New Zealand placed an even greater emphasis on the overarching principled approach.
Repeating the same header throughout the Code is not in itself that helpful as one may soon stop reading or
referring to it.
As previously raised by the NZAuASB, we continue to recommend that the Code should be structured around
the fundamental principles. Use of the header may bring the conceptual framework more to the front of mind,
but linking each sub-section to a fundamental principle makes it easier for practitioners to apply the conceptual
framework, and to identify and evaluate the relevant threats. The NZAuASB recommends that the header for
each section in Part C should be customised to place greater emphasis on the fundamental principles together
with the conceptual framework. For example, in section 310 the header could be worded as follows:
“A conflict of interest creates threats to the fundamental principle of objectivity. The conceptual framework
contained in section 120 applies in all circumstances”.
Within the introduction of each section, there is a reference to the threat to a fundamental principle. In some
instances, a specific principle is identified and in others all the principles are referred to. The NZAuASB
considers that the link to these identified fundamental principles should be more clearly emphasised, more
examples may be helpful and including the specific fundamental principle identified in the header together
Supplement 4 to Agenda Item 3
Page 67 of 274

Supplement 4 to Agenda Item 3 Structure ED-1 – Compilation of Specific Comments
IESBA Meeting (September 2016)

#

Source

Stakeholder
Category

Detailed Comment
with the reminder on the conceptual framework would promote the focus on the fundamental principles
together with the threats and safeguards approach. This would require each section to start on its own page.
For example, the following sections could have the relevant fundamental principle emphasised in the header,
as already identified in the text of the code as referenced below – varying the header may promote the reader
to continue to refer to it:
•

Section 310 Conflicts of interest – Objectivity (as referred to in 310.2) and possibly other fundamental
principles

•

Non-compliance with laws and regulations – Integrity and Confidentiality

•

Section 320 Professional Appointment – Professional Competence and Due Care, Professional
Behaviour and Objectivity and possibly others? Section 320.2 generically refers to the fundamental
principles. If the IESBA considers that all fundamental principles are equally relevant then all should
be referred to in the header.

•

Second opinions – Professional Competence and Due Care (section 321.3)

•

Fees and other types of remuneration – Professional Behaviour and possibly others (section 330.2)

•

Gifts and hospitality – Objectivity (section 340.2)

•

Custody of client’s assets – Professional Behaviour and Objectivity (section 350.2)

•

Independence - Objectivity

The NZAuASB notes that the introductory paragraph that describes the five fundamental principles (110.1)
does not indicate that these are requirements, rather there is a requirement to comply with each specific
principle in the subsections that follow. The NZAuASB recommends amending 110.1 to read “…five
fundamental principles of ethics that for professional accountants are required to comply with:” indicating the
requirement in this overarching paragraph is important. If there is one paragraph that summarises the Code,
it is this section 110.1 and it should indicate that following these fundamental principles is a requirement of
the profession.
As outlined in the back of the mapping document, there are a number of added new requirements that refer
to “the professional accountant (or firm) shall apply the conceptual framework set out in Section 120 to ….(fees
or other remuneration) or other applicable subsections”. For example R410.2, R411.2, R430.2, R510.4,
R511.3, R520.3, R521.2, R522.2, R524.2, R525.2 etc. The NZAuASB does not consider that these added
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requirements are particularly helpful – the requirement to apply the conceptual framework set out in section
120 applies in all circumstances, therefore it appears to be unnecessarily repetitive to require application of
the framework in each identified scenario too.
An alternative option to using the header approach would be to include a table to introduce each section, with
key words to highlight the fundamental principle considered and the threats identified. For example:
Section 330

Fundamental principle

Threats

Differs
assurance

Fees and other
remuneration

Professional
and due care

Selfinterest

Yes

competence

for

Cross
reference

Advocacy
Intimidatio
n
Contingent fees

Professional
and due care

competence

Selfinterest

Yes

Selfinterest

Maybe

C1 and C2

Integrity
Referral fees
(Commissions)

Professional
and due care

competence

OECFM

Member Bodies
and Other
Professional
Organizations

Yes

PAAB

Regulators and
Oversight
Authorities

Yes.

PKF

Accounting Firms

As long as the requirement paragraphs are limited in number and written in such a way that they really
prescribe the application of the ethical principles and the approach of evaluating threats to compliance with

39.

40.

41.

Objectivity

Supplement 4 to Agenda Item 3
Page 69 of 274

Supplement 4 to Agenda Item 3 Structure ED-1 – Compilation of Specific Comments
IESBA Meeting (September 2016)

#

Source

Stakeholder
Category

Detailed Comment
the principles and implementing appropriate safeguards, we believe that the clarity of the principles basis of
the Code will not be undermined. Care should be taken to ensure that there are not requirements which do
not lead the user back to this principles-based approach. We have no comments with regards to specific
requirements as currently drafted in the ED.

PWC*

Accounting Firms

We have commented on the explanation of the fundamental principles and the conceptual framework in our
response to the recent Exposure Draft on “Safeguards” and identified areas where the explanation and
illustration of the conceptual framework needs to be revisited in our view. We encourage the Board to consider
our comments thereon in the context of this project.
We recommended, in particular, that the examples of threats cited in the Code and used to demonstrate the
application of the conceptual framework be expanded to include examples for each of the fundamental
principles. To illustrate, a primary threat to compliance with the fundamental principle of professional
competence and due care may lie in an individual failing to devote sufficient time to invest in their ongoing
professional education or a lack of interest in doing so. This threat does not appear to fall naturally into any
of the five threats identified in the Code.
In terms of the Structure we note the following:

42.

Some readers may question the positioning of the requirements and how they fit into a principles based
approach. As drafted the requirements, including prohibitions, follow a general requirement to apply the
conceptual framework. It could be argued that the requirements should come first, and that the conceptual
framework should then be applied to any remaining considerations. While we do not advocate such a
fundamental change, we believe that the rationale for the structure can be explained more clearly. We suggest
either as part of the guide, or perhaps better Part A, that the Code explains that the Board has determined
certain requirements, including prohibitions, through the application of the conceptual framework to particular
facts and circumstances. For example, that in some cases the only safeguard available to reduce a threat to
an acceptable level is the prohibition of the interest or relationship. This would explain the sequencing of the
provisions in the Code.
Further, while the requirement to apply the conceptual framework is pervasive throughout the code, the
conceptual framework approach is not incorporated or used as an organizational construct to guide the reader
through the mind-set of the three steps of the conceptual framework approach: identify threats; evaluate them;
address them to eliminate the threat or reduce it to an acceptable level. This is the approach and format of
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Sections 120 and 300, but this structure is not used in the specific sections, such as Section 310 on conflicts
of interest. We suggest that the Board might usefully consider whether further clarity might be gained by
making the conceptual framework approach more obvious or illustrative in this regard. For example, it may
help to have consistent, standing headings entitled "Identifying threats to the fundamental principles",
"Evaluating threats to the fundamental principles" and "Addressing threats to the fundamental principles". The
"Identifying threats" sub-section would describe specific threats that may be relevant in context of the topic.
The "Evaluating threats" sub-section could include "factors to consider", with the “Addressing threats" subsection dealing with safeguards.

RSM UK*

Accounting Firms

There is very little said in the revised version about the Code being principles-based : all such allusions are to
the 'conceptual framework ' or to the FPs. If IESBA believes that it is important to make express reference to
the principles-based nature of the Code (and we believe it should), then it could usefully be done in the new
Guide.
We wonder whether IESBA needs to carry out more work on the ethical advice it gives to professional
accountants on what the FP of Integrity (Section 111) means. In a number of jurisdictions , it is virtually

43.

self-evident, as is the necessary course of action to take when one is confronted by breaches of it. In such
jurisdictions [particularly those in which English is the first language], the bulk of ethical advice and norm
specification is given over to describing what Independence means and how it is to be preserved - that tends
to be the predominant professional issue with which professional accountants working in those
jurisdictions have to wrestle. 1
This is not, though, true of other jurisdictions where bribery, corruption, and other contexts in which NOCLAR
is a very real and pressing issue. Professional accountants working in those jurisdictions are much more
focused on and hungry for guidance on what compliance with the FP of Integrity looks like 'on the ground'.
Although the revised Code is perhaps not the place to be providing much-needed additional specification,
there is a need, in our view, for Section 110 to make express reference to why the preservation of professional
integrity is such an important issue.

1

In this respect, we support the moving of the Sections on Independence to the end of the revised Code.
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We comment adversely on the inclusion in Subsection 112 - Objectivity - at 11.2A1 of 'Examples of safeguards
'. This is the only instance in the FPs' Subsection where safeguards are mentioned and they are something of
a distraction for that reason, especially given that no prior reference, so far as we can see, has been made in
the revised Code.
In the same sort of connection, we refer to subsection 114 - Confidentiality. There is a great deal of additional
text about what this FP means and the parcel of rights and duties that come with it. We think the reason for
this is that, in terms of jurisprudential analysis. Confidentiality, though undoubtedly an essential norm of
professional conduct to which accountants must subscribe, is not truly a Fundamental Principle: all the other
FPs constitute absolutes of professional behaviour, whereas Confidentiality is subject to a number of
derogations and departures which detract from the characteristic of absoluteness. Moreover, the sheer volume
of text accompanying this section tends to detract from penetration of the essential message that the duty of
Confidentiality is an FP and what it means, which is the essential purpose of this part of Part A.

SAICA

Member Bodies
and Other
Professional
Organizations

SAICA is satisfied that the Code and conceptual framework allows sufficient flexibility to be principle based,
and brings down minimal requirements or standards where Ethics requirements are clearly needed to protect
the profession and will assist regulators in maintaining baseline requirements. These requirements, in fact,
protect the profession from outside regulation and give credibility to the Code.

SCM

Regulators and
Oversight
Authorities

In this regard, the AOB has no objection to the proposed changes outlined in the exposure draft on improving
the structure of the Code.

SMPC

Member Bodies
and Other
Professional
Organizations

In our opinion, the Code should prioritize attainment of ethical behavior through application of principles rather
than prescription. The IESBA must ensure that there is an appropriate balance between requirements and
application material and the focus is on addressing the threats to compliance with the fundamental principles
through the conceptual framework approach, rather than with rules. This is also important to allow the Code
to work in conjunction with various national requirements.

44.

45.

46.

As outlined in our response to the recent IESBA Exposure Draft: Proposed Revisions Pertaining to
Safeguards—Phase 1, we believe that the new overarching requirements for all Professional Accountants
(PAs) to apply the Conceptual Framework at the beginning of each Section should be replaced with
overarching objectives for the PA, which are supported by more specific requirements. This would serve in
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combination with the requirement for PAs to make an overall assessment of whether or not the objective has
been met (similar to R120.9), supported by the explicit requirements and application material. In our opinion,
the broad requirements such as those in R120.3 and R300.2 can be difficult in practice (including monitoring
compliance etc.). Using more general objectives means the requirements can be more specific and the
expected actions are far clearer.
We consider that the inclusion of the header ‘The Conceptual Framework contained in Section 120 applies in
all circumstances’ on each page is unnecessary and unlikely to have an impact on ethical behavior.
In addition, we believe that paragraphs 10 and 11 under exceptional circumstances in the Guide to the Code
are not in the right place for such an important issue and may be open to misuse. The Board may wish to
consider how the IAASB addresses these issues in ISA 200 1, paragraphs 21, 23 and 24.

SRA

Accounting Firms

We concur with the text, proposed in the ED, with the following remarks. We understand that it is considered
to make separate provisions in the Code for professional accountants serving PIE’s and non-PIE’s. We do not
support such a division in the provisions in the Code. In our view the Code should be the same for both
categories of professional accountants.

UK

Regulators and
Oversight
Authorities

There is repeated use of the same requirement throughout the main body of Part C, “A professional accountant
shall apply the conceptual framework set out in Section 120”. The purpose of this repetition seems to be to
reinforce the fundamental importance of that conceptual framework (in combination with the highlighted text
at the top of every page). There is a risk however that this requirement becomes redundant through repetition.
If the Guide to the Code and Part A are sufficiently impactful then it should not be necessary to repeat this
requirement for every section. There is also a risk that the exposure draft loses focus on the principles, by
articulating the fundamental principles at too high a level, and the requirements and application material being
too detailed. This can impact on the ease with which an auditor (or user) can tell what outcome the auditor or
professional accountant is expected to meet.

47.

FRC

48.

In revising our Ethical Standard, we have built on our existing requirement at the principles level that an auditor
must be able to demonstrate their independence. This is intended to support better compliance with the
fundamental principles of integrity and objectivity. As both integrity and objectivity are ‘states of mind’,
reference to independence provides the professional accountant (and other stakeholders) with a
1

International Standard on Auditing (ISA) 200, Overall Objectives of the Independent Auditor and the Conduct of an Audit in Accordance with International Standards on Auditing
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demonstrable benchmark that provides a basis of assessment. Although this concept is covered in the detailed
requirements of the Code, we suggest that the Board also considers articulating this at the level of the
fundamental principles.

49.

50.

VRC

Preparer of
Financial
Statements

The VRC reviewed the ED ‘Improving the Structure of the Code of Ethics for Professional Accountants
Phase I’. The VRC supports the ED and has no objections or further comments.

WPK

Member Bodies
and Other
Professional
Organizations

We welcome that IESBA emphasizes the importance of the principles-based conceptual framework approach.
Any tendencies to shift to a more rules-based approach should be avoided. However, we fear that the
restructuring might be seen as a shift towards a more rules-based approach aimed at enforceability rather
than application of the fundamental principles of the Code.
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Question 1(d) – Refinements to the Code: Particular Circumstances
Refinements to the Code
1.

Do you agree with the proposals, or do you have any suggestions for further improvement to the material in the ED, particularly with regard to:
(d)

The clarity of the responsibility of individual accountants and firms for compliance with requirements of the Code in particular circumstances?

Note: Members of the Monitoring Group are shown in bold below.
#

Source

Stakeholder
Category

Detailed Comment

AAT

Member Bodies
and Other
Professional
Organizations

3.4.
AAT shares IESBA’S view that, an individual (or individuals) will have to be accountable for failings in
compliance at a firm, so it is positive message that the code also focusses on an individual’s ethical
compliance. The code has got the right balance between a firm’s accountability for their compliance and an
individuals accountability to be compliant.

ACCA

Member Bodies
and Other
Professional
Organizations

We support the increased clarity of responsibility of individual accountants and firms, including greater use of
the active voice throughout, and the reference to ISQC1 and ISAs in paragraph 400.7.

AIA

Member Bodies
and Other
Professional
Organizations

We agree that this clarification is helpful and contextualising these is excellent. We would observe that the
individual responsibility of the accountant should be emphasised as pre-eminent to the responsibility of the
firm and that this cannot be delegated to the policies of the firm. By ensuring that individual professional ethical
judgement is core to the lived reality of an ethical profession, and reflecting the pride that accountants have
in their ethical values, the moral hazard presented by the anonymity of large professional service organisations
and business should be reduced. We believe that the role of the firm in promoting ethical behaviour in its staff
is to provide the social consensus through its policies, codes and culture to enable individual accountants to
practice ethically. However, the compliance with these policies and codes is the responsibility of the individual
accountant and this should be emphasised. As independence has been an area of such contention in practice
we would encourage the Code to emphasise the importance of independence in fact in the mind of the
individual accountant and the importance of supporting this through appropriate independence structures
within the Firms.

1.

2.

3.
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AICPA

Member Bodies
and Other
Professional
Organizations

Yes, we agree with the proposals with regard to the clarity of the responsibility of individual accountants and
firms for compliance with requirements of the Code provided that the Code is consistent with the guidance
provided in ISQC 1. Furthermore, we note that from an enforcement perspective, member bodies and others
who enforce the Code will determine who should be held responsible for a violation of a specific provision
through their own enforcement process. For example, the AICPA Code refers to ‘member” throughout the
Code. Through our enforcement policies and procedures, we have identified which members within a firm
should be held accountable for any breaches of the rules, including independence breaches.

APESB

Member Bodies
and Other
Professional
Organizations

APESB agrees that the restructured Code has appropriately identified whether a professional accountant or
a Firm is responsible for complying with the Code’s requirements in specific circumstances. Thus, there is an
increased clarity in respect of a professional accountant’s or a Firm’s responsibility.

Assirevi

Member Bodies
and Other
Professional
Organizations

See Supplement 3 to Agenda Item 3.

BDO*

Accounting Firms

Section 100.2 states ‘The fundamental principles of professional ethics set out in the Code establish the
standard of behavior expected of a professional accountant.’ Given that the Code (extant and restructured) is
a standard, the reference to behavior should be a requirement rather than an expectation.

4.

5.

6.

7.

Other than as noted above, we agree that the clarity of responsibility of individual accountants and firms is
appropriate. Where applicable, there should also be consistency with ISQC 1.
CAANZ

Member Bodies
and Other
Professional
Organizations

We have no specific comments to make on [this] question.

CHI

Accounting Firms

N/A

8.

9.
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CIMA

Member Bodies
and Other
Professional
Organizations

We note that there has been support for “clarifying who is responsible for compliance with requirements in
particular circumstances” (explanatory memorandum) but remain concerned that this should be by exception
to prevent a perception that wider “opt out” is permissible.

CPA
Canada

Member Bodies
and Other
Professional
Organizations

Overall, we identified that greater clarity could be provided as it is not always clear who the requirement is
written for or directed to. For example, in R310.11 it is not clear whether a professional accountant includes a
firm. We also noted the use of “professional judgment” in this requirement and identified that this should be
clarified or defined so that the user can understand what it is and how it is to be used in relation to the
framework.

10.

It was noted that the term “professional accountant” is defined to include “firm” for the purposes of Part C.
However, the term “firm” is also used throughout Part C. In some cases, the terms are used in close proximity;
for instance, both terms are used in Section 310 Conflict of Interest. R310.7 refers to a “professional
accountant”, whereas R310.9 refers to “firm”.

11.

We also noted the definition of “firm” to be quite narrow and it is not clear whether a firm could have nonmember employees and what the responsibility is of individual professional accountants for non-members.
In reviewing the definition of professional accountant, we were uncertain whether it would adequately include
retired or inactive professional accountants who must continue to comply with ethical requirements.
CPAA

Member Bodies
and Other
Professional
Organizations

Subject to our comments below regarding merging extant parts A and C and creating a section that addresses
specific requirements for public practitioners and independence for audit and review engagements, CPA
Australia agrees with the adopted approach.

DSF
Juvenal

Individual

Yes. I agree with clarity of the responsibility of individual accountants and firms for compliance with
requirements of the Code in particular circumstances. In this point, I suggest for the Board´s, if agrees, that
consults Regional and National Regulators to know the existence of Law or Legislation to accountants and
firms in particular circumstances.

12.

13.
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DTTL*

Accounting Firms

We support the references to ISQC 1 and outline of responsibility in paragraph 400.7. We also conceptually
support efforts to clarify, where appropriate, a firm’s responsibilities versus the responsibilities of professional
accountants (which includes the firm).
However we do not entirely support the Board’s approach to always refer to “firm” in C1 as this seems to
exclude personal responsibility or accountability for compliance with some requirements of the Code.
Specifically we consider that the documentation requirements in Subsection 402 and R3403.7 should refer to
the professional accountant and not the firm.

14.

In other places, such as the financial interest provisions, the proposals appears to imply the responsibility for
compliance with certain requirements of the Code is potentially with family members of the professional
accountant, for example in R510.6. In such instances, the responsibility ultimately rests with the professional
accountant not the family members.
15.

EYG

Accounting Firms

We support enhanced clarity of responsibility for compliance with the Code and we believe the redrafting
evidences improvement in this area.

FAR

Member Bodies
and Other
Professional
Organizations

The avoidance of the passive form has made the issue of designating responsibility clearer than it was earlier.
Together with the provisions in a1ticle 400.7 this should now be sufficiently clear regarding the responsibility
of individual accountants and fmns [sic] for compliance with the requirements in C 1.

FEE

Member Bodies
and Other
Professional
Organizations

As stated above, we welcome the approach of maintaining the existing link between the Code, ISQC 1, and
ISAs. IESBA should defer further consideration on this matter until the outcome of the IAASB’s project on
ISQC 1. Although firms and professional accountants each have responsibilities to comply with independence
requirements, the Code should stick to the principle that it addresses professional accountants in general (that
include firms in the definition) and therefore should not include any specific requirements addressed to firms
or network firms.

16.

17.

Further initiatives on this matter should avoid introducing any additional complexity in terms of requirements
or guidance applicable to firms and consider the impact on small- and medium-sized practices (SMPs) and
sole practitioners. This approach will help ensure that the overall framework of the Code, ISQC 1, and the
ISAs remains clear, understandable, and suitable for global application by individual professional accountants
and firms of all sizes.
Supplement 4 to Agenda Item 3
Page 78 of 274

Supplement 4 to Agenda Item 3 Structure ED-1 – Compilation of Specific Comments
IESBA Meeting (September 2016)

#

Source

Stakeholder
Category

Detailed Comment

FSR

Member Bodies
and Other
Professional
Organizations

Regarding the allocation of responsibilities between firms and individuals, we welcome the approach of
maintaining the existing link between the Code, ISQC 1 and ISAs and are satisfied with the approach taken
by IESBA in deferring further consideration on this matter until the outcome of the IAASB’s project on ISQC
1. This matter should be in the boundaries of ISQC 1. The independence requirements in the Code should be
addressed without prescribing the specific responsibility of individuals within the firm for actions related to
independence.

GAO

Public Sector
Organizations

We agree with the proposals in the restructured Code and believe that they would enhance the
understandability and usability of the Code. Because of the volume of material in the exposure draft, we
suggest that the IESBA also label each page in the restructured Code with its respective part number or title
and section number or title. In the extant Code, each page is labeled with the part number or title (e.g., Part
A, C1, Glossary) on its margin and the section number or title (e.g., Section 290) on the bottom of the page.
Labeling the restructured Code in such a manner would further assist professional accountants who are
researching or referencing particular requirements and application material.

GTI*

Accounting Firms

The respective responsibilities of firms and individual accountants is not always clearly established in the
extant Code. GTIL agrees that Section 400.7 of the proposal clarifies the responsibility of individual
accountants and firms regarding compliance with requirements of the Code in particular circumstances.

18.

19.

20.

Further the proposal in Section 400.7 clarifies the requirement similar to that in ISQC1 that a firm should have
policies and procedures in place to ensure the firm and its personnel comply with professional standards and
applicable legal and regulatory requirements.
HKICPA

Member Bodies
and Other
Professional
Organizations

N/A

ICAB

Member Bodies
and Other
Professional
Organizations

Yes, we agree with the proposals with regard to the aspects as mentioned above.

21.

22.
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ICAEW

Member Bodies
and Other
Professional
Organizations

15.

ICAG

Member Bodies
and Other
Professional
Organizations

There is clarity of understanding of the responsibility of individual accountants and firms for compliance with
the Code.

ICAS

Member Bodies
and Other
Professional
Organizations

N/A

IDW

Member Bodies
and Other
Professional
Organizations

As noted in the 2014 Consultation, a global Code should be sufficiently flexible to accommodate different
circumstances that individual professional accountants and firms need to take into account when prescribing
responsibilities.

23.

24.

25.

The Code was originally written with individual professional accountants in mind rather than any
responsibilities to be adopted by their firms or employers. We have two comments:
•

26.
•

27.

IOSCO

Regulators and
Oversight

We agree with the approach of not prescribing specific responsibility to individuals within the firm.

It is important that the Code recognize the ability of an individual professional accountant to adhere
to the Code may be affected by policy or requirements within a firm or other employing organization.
Ideally any such policies would support ethical behavior. However, in the absence of such support or,
conceivably, where compliance might be precluded clarification may be needed.
We encourage the IESBA to use its restructuring project to enhance its cooperation with the IAASB
in clarifying the respective responsibilities of individual professional accountants and firms.
Professional accountants need clarity as to what is expected of them individually, and how such
responsibilities tie in with their respective firms’ or employers’ responsibilities. To the extent that it
makes sense for certain responsibilities to be assigned, the Code and the IAASB’s standards should
be clear.

See Supplement 3 to Agenda Item 3.
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Authorities
IPA

Member Bodies
and Other
Professional
Organizations

N/A

IRBA

Regulators and
Oversight
Authorities

1.18.

28.

1.19.

29.
1.20.

ISCA

Member Bodies
and Other
Professional
Organizations

N/A

JICPA

Member Bodies
and Other
Professional
Organizations

1.

30.

31.

We note that reference to professional accountants in public practice refers to both the individual and
the firm. While this is understood by readers who are familiar with the Code, new readers may not
have the correct understanding.
“Professional accountant in public practice” is a term that is widely used and readers may not always
refer to the glossary for definitions. Thus, we suggest this definition be explained in the Guide of the
Code to allow for better understanding.
Furthermore, the responsibility between the firm and a specific individual in the firm made in ISQC1
should be incorporated into the Code. Where possible, all ethical requirements or considerations
should be incorporated into the Code, rather than in IAASB pronouncements.

TABLE OF CONTENTS
We propose that all subtitles be included in Table of Contents and the corresponding paragraph
numbers be noted in parenthesis at the end of each subtitle (please refer to the attachment). We
consider that it allows users to refer to the provisions more easily.

2.

Proposed paragraph 400.1
In the footnotes, it is stated that “‘audit client’ includes ‘review client’ and related entities of the audit
client.” However, as the former and the latter are different in nature, we consider that referring to them
in two different sentences is easier to understand. For example, it can be stated that “An ‘audit client’
includes a ‘review client.’ Related entities of an audit client are also included in an ‘audit client.’”

3.

Proposed paragraph 400.4
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Although this provision refers to paragraph 300.2 A10, we consider that it should refer to 300.2 A9,
thereby proposing alteration.
4.

From proposed paragraph 401.3 A2 to A9
We propose subheads for each paragraph. This would allow us to understand what guidance is
stipulated in each paragraph easily.
For example, we propose subheads as follows: A2—Profit or Cost Sharing; A3—Within the Structure
Share Common Ownership, Control or Management; A4—Sharing Common Quality Control Policies
and Procedures; A5—Sharing Common Business Strategy; A6—Sharing the Use of Common Brand
Name; and A8—Sharing Significant Part of Professional Resources.

5.

Proposed paragraph R401.4
We understand that this paragraph is for a requirement because of the letter “R.” However, it is not
easy to understand what the requirement is as a sentence including “shall” comes at the end of the
paragraph. Therefore, we propose to move the sentence including “shall” to the beginning of the
paragraph.
In such a case, for example, the current sentence can be placed at the beginning of the paragraph by
rephrasing it as follows: “The following entities shall determine how to disclose that they are not
network firms when presenting themselves to outside parties.”

(Current proposal)
R401.4 If a firm or a network sells a component of its practice, the sales agreement sometimes provides
that, for a limited period of time, the sold component might continue to use all or part of the name of the firm
or the network, even though it is no longer connected to the firm or the network. In such circumstances,
while the two entities might be practicing under a common name, the facts are such that they do not belong
to a larger structure aimed at cooperation and are therefore not network firms. Those entities shall determine
how to disclose that they are not network firms when presenting themselves to outside parties.
We are proposing the change as follows:
R401.4 The following entities shall determine how to disclose that they are not network firms when
presenting themselves to outside parties. If a firm or a network sells a component of its practice, the sales
agreement sometimes provides that, for a limited period of time, the sold component might continue to use
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all or part of the name of the firm or the network, even though it is no longer connected to the firm or the
network. In such circumstances, while the two entities might be practicing under a common name, the facts
are such that they do not belong to a larger structure aimed at cooperation and are therefore not network
firms.
6.

Restructuring of the Code regarding proposed Section 410
In the draft of the proposed Code, there are “Introduction” and “Requirements and Application
Material” for each section (Level 1), some of which are subdivided into groups with titles in italics
(Level 2). If necessary, these groups are further broken into smaller parts, which are differentiated by
using headings in a regular font (Level 3) by each group. For example, in Section 410, the head “Audit
Clients that are Public Interest Entities” is classified as Level 3, as follows, which is a further
subdivision of the Level 2 head “Fees-Relative Size.” In this way of using headings, the levels of the
headings are difficult to see at a first reading. Accordingly, the way of using the headings needs to be
improved. For example, the style and layout of each level of headings can be reorganized by
changing indents and/ or underlining, for example.
The following is an excerpt from the proposed code associated with Section 410 described above:
Requirements and Application Material（Level 1）
R410.2

A firm shall apply the conceptual framework set out in Section 120 to fees or other
remuneration.

Fees – Relative Size（Level２）
410.3A1 When the total fees generated from an audit client by the firm expressing the audit opinion
represent a large proportion of the total fees of that firm, the dependence on that client and
concern about losing the client creates a self-interest or intimidation threat. The significance
of the threat will depend on factors such as:
・ The operating structure of the firm.
・ Whether the firm is well established or new.
・ The significance of the client qualitatively and/or quantitatively to the firm.
(Omission)
Audit Clients that are Public Interest Entities（Level３）
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R410.4

Where an audit client is a public interest entity and, for two consecutive years, the total fees
from the client and its related entities (subject to the considerations in paragraph R400.11)
represent more than 15% of the total fees received by the firm expressing the opinion on the
financial statements of the client, the firm shall

(Omission)
Fees – Overdue（Level２）
R410.7

When a significant part of fees due from an audit client remains unpaid for a long time, the
firm shall determine:
(g) Whether the overdue fees might be equivalent to a loan to the client; and
(h) Whether it is appropriate for the firm to be re-appointed or continue the audit engagement
because of the significance of the overdue fees.

(The following is omitted)
7.

Numbering and ordering of the sections of the Code
We propose the following three improvements:
(1)

In the draft of the Code, there is only one Section concerning Business Relationships, Section
520; this may not be enough to respond to an increase in the number of the future provisions
properly. Taking into consideration the expanding guidance in the future, we consider that it is
better to leave Sections 520–529 for the provisions of Business Relationships.
Presently, Sections 521–525 are allocated to the following items; each of the items is related to
the provisions responding to the threats arising from employment relationships, which are all
related to employment. Taking the above into consideration, to clarify the relationship among
the provisions, we propose that Sections 530–539 be for the provisions concerning Employment
Relationships, for example, as follows:
ED

Proposed Amendments

521 Family and Personal Relationships

531 Family and Personal Relationships

522 Recent Service with an Audit Client

532 Recent Service with an Audit Client
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32.

Stakeholder
Category

Member Bodies
and Other
Professional
Organizations

Detailed Comment
523 Serving as a Director or Officer of an
Audit Client

533 Serving as a Director or Officer of an
Audit Client

524 Employment with an Audit Client

534 Employment with an Audit Client

525 Temporary Personnel Assignments

535 Temporary Personnel Assignments

(2)

In the draft of the Code, although “Section 511 Loans and Guarantees” includes the provisions
concerning “R511.7 Deposits or Brokerage Accounts,” in light of clearness, we propose to set
another Section for the provisions concerning “Deposits or Brokerage Accounts” to separate from
the provisions of Loans. For example, we propose that another Section called “Other Financial
Interests” be created to include the provisions concerning “Deposits or Brokerage Accounts.” For
now, although there is no other provision concerning financial interests that needs to be moved
to that Section, there is a possibility that the provisions concerning insurance and other matters
are added to the Section in the future.

(3)

Financial Interest is defined as “an interest in an equity or other security, debenture, loan or other
debt instrument of an entity.” Meanwhile, the provisions for financial interests from R510.5 in
Section 510 are mostly related to direct and indirect financial interests. On the other hand, “Loans
and Guarantees” that is included in financial interests by definition is prescribed in Section 511,
separating from Section 510. To match the title of the Section with its content, we propose that
the overall provisions concerning financial interests be included in Section 510 and that the
provisions concerning direct and indirect financial interests be included in a new section, Section
511, for example. In such a case, the provisions of “Loans and Guarantees” shall be included in
Section 512.

Please refer to the above general comments. We believe the Code improves when it comes to its clarity,
understandability, and navigability. Placing different paragraph numbering to distinguish requirements from
application material in this propped ED enhances their separation, respectively, in addition to their
understandability.
As for the paragraph numbering, we suggest the Board consider making the paragraph numbering simpler by
identifying each of them as 1, 2 … in their respective section, just as ISAs, instead of 300.1, 300.2…
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KPMG*

Accounting Firms

We believe that the restructured Code improves the understandability, specifically with reference to the
relationship between the requirements and the corresponding application material. The Guide to the Code
does provide a useful overview of how the Code is to be used and the structure. We do wonder whether some
of the material currently included in the Guide is more appropriately contained in Part A of the Code – for
example, paragraph 6 reads more as a requirement rather than instructional material on how to use the Code.
Additionally, paragraphs 10 and 11 under the subsection “Exceptional Circumstances” are an important
direction for professional accountants that are most probably better suited to be included in Part A of the Code
(e.g. section 100 Compliance with the Code) rather than in a section that may not be frequently referenced
and may not be considered by some to be part of the Code itself and, accordingly, the importance of such
paragraphs diminished.
While we believe that the separation of the requirements from the application material and labelling the
requirements with an “R” does help to enhance the prominence and clarity of what is required from other
material, we believe using bold text or some other mechanism to highlight the requirements (e.g. shaded
boxes) would further enhance the separation of requirements from application and other material, which in
turn should assist with usability and further clarity.

33.

While we continue to be supportive of the need to re-affirm the need for a professional accountant to comply
with the Conceptual Framework, we question the value of repeating this statement at the top of every page in
the Code.
We feel it would be more useful for users to have the Glossary relocated to the front of the Code (e.g. following
the Guide). We also believe that the Board should consider eliminating instances where a term is
defined/explained in the body of the Code and then also included in the Glossary.
MIA

Member Bodies
and Other
Professional
Organizations

The responsibility of individual accountants and firms for compliance with requirements of the Code in
particular circumstances is clearly stated.

NASBA

Regulators and
Oversight
Authorities

It is not clear why items 11 and 12 in the proposed Guide to the Code as “Exceptional Circumstances” are not
still included in the Code. We believe that these sections should be within the Code.

34.

35.
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Other than the item noted above, we do not have any specific comments regarding the proposals. However,
we noted some changes to the Code for items that were exposed in a previous exposure draft dated December
2015 Exposure Draft on Proposed Revisions Pertaining to Safeguards in the Code—Phase 1. Since
comments were due on that earlier exposure draft March 21, it seems premature of IESBA to make these
changes without having had any review of comments related to those matters.

NBA

Member Bodies
and Other
Professional
Organizations

N/A

NFCPAA
ROC

Member Bodies
and Other
Professional
Organizations

We agree with the proposals which increase the understandability, clarity and navigability of the Code.

NZAuAS
B

National
Standard Setters

Consistent and appropriate use of terminology is also important to clarify responsibility. The NZAuASB does
not consider that using the term “firm” for ease of reference is appropriate in proposed C1. In fact to do so
will result in inconsistencies with the International Standards on Auditing (ISAs). For example, ISA 230 refers
to the “auditor’s responsibility to prepare audit documentation”. The requirements are phrased as “the auditor
shall”. Proposed Subsection 402 refers to the firm’s responsibilities. In the extant Code, section 290.29 in
New Zealand refers to the assurance practitioner, and the extant IFAC Code refers to the professional
accountant. The NZAuASB considers that the extant Code is clearer and more consistent with the ISAs.

36.

37.

38.

The NZAuASB considers that a “firm” is the collection of all of the individuals that comprise the firm. Whilst
the firm may ultimately be accountable for actions of the individuals it employs, the firm will have quality control
procedures in place to ensure adherence to the firm’s policies. The individual is also responsible for their own
actions. Disciplinary action taken by professional bodies is often against an individual and not the firm. The
firm and the individuals that comprise the firm must work together to ensure compliance with the fundamental
principles. The firm is not defined in a manner that is inclusive of all of the individuals that comprise the firm,
rather the definition has a focus on the entity and therefore the NZAuASB does not consider that is it
appropriate to use the terms interchangeably.
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The use of “firm” is not consistent and in some instances the Code specifically refers to individuals. The
NZAuASB considers generic reference to “firm” to refer to individuals could be clearer. For example, R510.4
is a new requirement “A firm shall apply the conceptual framework set out in Section 120 to financial interests”.
While the firm should apply the conceptual framework to any financial interests that the firm holds, in this
instance, it is relevant for each individual on the engagement team to apply the conceptual framework to their
own individual financial interests. The firm cannot dispose of an individual’s financial interest but may reassign
the team member.
On the other hand, reference to the firm in R410.2 “A firm shall apply the conceptual framework to fees or
other remuneration” appropriately refers to the firm’s responsibility. The NZAuASB considers it appropriate
for the conceptual framework to refer to the “professional accountant” and for part C to refer to the firm.
The NZAuASB recommends that where appropriate, the Code should be written to be applied by both
individuals on an engagement team and the firm, so as not to place the responsibility for compliance only with
the firm. For those provisions where the responsibility lies with both the firm and individuals, the new
requirements linking back to the conceptual framework should refer to all relevant parties, which the rest of
those sections largely do.

OECFM

Member Bodies
and Other
Professional
Organizations

Yes

PAAB

Regulators and
Oversight
Authorities

Yes.

PKF

Accounting Firms

We support the move towards clarifying the respective responsibilities. However, some issues may emerge
only once put into practice. We suggest the IESBA allow for some minor improvements to be made
periodically once the proposed revisions to the Code are released and effective.

PWC*

Accounting Firms

We recommend that the language in 400.7 be amended as below to provide greater clarity. Otherwise we
support the approach recognising that the Code provides in many places that “the firm” takes appropriate

39.

40.

41.

42.
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action and that in many circumstances the responsibility will rest, in the case of independence, with an audit
team.
Firms are required by International Standards on Quality Control (ISQCs) to establish policies and procedures
designed to provide them with reasonable assurance that independence is maintained when required by
relevant ethical requirements. International Standards on Auditing (ISAs) establish responsibilities for
engagement partners and engagement teams. The allocation of Certain responsibilities within a firm will
depend on its size, structure and organization. Many of the provisions of C1 do not prescribe the specific
responsibility of individuals within the firm for actions related to independence. Although firms and professional
accountants within those firms each have responsibilities for compliance, for ease of reference, many of the
provisions of C1 refer to “firm,” even if the main responsibility for a particular action is restss with, or is assigned
to, with an individual or group of individuals (such as an audit team) within the firm.

RSM UK*

Accounting Firms

We think that this is quite well made out. ICAS' consultation paper entitled The Power of One presents an
interesting perspective of the obligations that bear on individual professional accountants, as the capacity to
influence the tone-at-the-top of an entity often begins with their devotion to implementing the ethical norms
their training inculcated in them in the context of their particular working environments. This is true both of
professional accountants in business and in public practice.

SAICA

Member Bodies
and Other
Professional
Organizations

SAICA is of the opinion that this is not yet finalised and we will have to wait until the revised ISQC1 will be
published. The responsibility of the firm is derived from the ISQC1 rather than the Code. The professional
accountant appears to be more responsible for the ethical requirements on the area of the interface between
the client and the profession.

SCM

Regulators and
Oversight
Authorities

In this regard, the AOB has no objection to the proposed changes outlined in the exposure draft on improving
the structure of the Code.

SMPC

Member Bodies
and Other
Professional
Organizations

We support the Board’s decision to defer further consideration of the matter of responsibility until the IAASB
has analyzed stakeholders’ input to its consultation on ISQC 1 included in the Invitation to Comment,
Enhancing Audit Quality in the Public Interest: A Focus on Professional Skepticism, Quality Control and Group
Audits. We strongly support the IESBA working together with the IAASB when considering the issue of
responsibility.

43.

44.

45.

46.
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In our view, the IESBA should adopt the “think small first” principle in its approach. This is important to ensure
the end product is useable by the full range of firms – from sole practitioners to practices with many partners.
The key issue is that the particular ethical requirement is adhered to, not who is and who is not, assigned the
responsibility.
Footnote 11 states that “In Part A, “professional accountant” includes “professional accountants in business”
and “professional accountants in public practice”, which also includes their firms”. There is text in Part A which
may need to reviewed to clarify the responsibilities of both individual accountants and firms. For example,
paragraph R120.9 states that “the professional accountant shall review judgments made…”. There is a risk
that an individual may therefore blame all the professionals in the firm for not having done so, no matter of
their responsibility level.

SRA

Accounting Firms

We concur with the text, proposed in the ED, with the following remarks. We understand that it is considered
to make separate provisions in the Code for professional accountants serving PIE’s and non-PIE’s. We do not
support such a division in the provisions in the Code. In our view the Code should be the same for both
categories of professional accountants.

UK

Regulators and
Oversight
Authorities

We note that further amendments to the Code may follow on from the IAASB’s review of ISQC1. However,
we reiterate the feedback we provided in response to the 2014 Consultation Paper where we stated that we
believe that, for audit firms, the senior management of the firm should have the overarching responsibility to
ensure an appropriate ethical mindset and culture. In our view, the clarity necessary to secure this is still
lacking, and further work is still needed to ensure that the Code is absolutely clear and unambiguous about
who supporting requirements and provisions apply to. We recognize, of course, that some of this clarity may
be achieved as the material on safeguards is developed and integrated into the Code. Describing safeguards
provides an opportunity to stress the importance of effective firm wide policies and procedures, and also of
the importance of the ‘tone at the top’.

47.

FRC

48.

What might be additionally helpful, however, would be to include some supporting material in the introductory
sections, and in particular Section 120 ‘The Conceptual Framework’. The most obvious opportunity might be
to develop paragraph 120.5.A4 which currently reads: “Certain conditions, policies and procedures
established by the profession, legislation, regulation, the firm or the employing organization can affect the
likelihood of the professional accountant’s identification of threats to compliance with the fundamental
principles.” We would suggest that IESBA might consider breaking this into two separate paragraphs, and
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using one to stress the fundamental importance for senior management in firms and other organizations to
take an overarching responsibility to ensure that ethics and ethical outcomes are at the forefront of policies,
procedures and culture within those entities. This could be further enhanced with similar additions to and
language used in the ‘Responsibility’ section of C1, at paragraph 400.7.

49.

50.

VRC

Preparer of
Financial
Statements

The VRC reviewed the ED ‘Improving the Structure of the Code of Ethics for Professional Accountants
Phase I’. The VRC supports the ED and has no objections or further comments.

WPK

Member Bodies
and Other
Professional
Organizations

We welcome IESBA’s approach of maintaining the link between the Code, ISQC 1 and ISAs and encourage
IESBA to defer further consideration until the finalization of IAASB’s project on ISQC 1.
It should be taken into consideration that the responsibilities within a firm relate to the structure of the
professional activity as well as to the structure and environment of the respective firm. E.g. similar as for
independence in relation to assurance engagements responsibilities within a praxis may vary with respect to
the situations described in sections 310 (conflicts), 320 (professional appointment), 350 (custody of assets).
However, as currently drafted the Code does not provide for the desired clarity by separating responsibilities
between a firm and a PA. E.g. whilst in the independence sections the responsibility is mainly allocated to the
respective firm, the ED places responsibilities on individuals in Sections 310, 320, 350 despite – and
depending on the size and operating model of a firm – it would be primarily the responsibility of the firm that
is entering into a respective contract with a client to provide for conflict management, to arrange for
background checks and other preparatory measures before accepting an engagement, or to comply with
require- ments in section 350 where it is the firm that holds a client’s assets under custody.
Based on this observation we find it difficult to allocate the responsibility to comply with a given requirement
to the firm and/or an individual for any potential circumstance. Therefore, we would encourage the Board to
explore whether a general approach (like the one in the extant Code) can be applied which may then be
supplemented by guidance in line with the forthcoming ISQC1.
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Question 1(e) – Refinements to the Code: Language
Refinements to the Code
1.

Do you agree with the proposals, or do you have any suggestions for further improvement to the material in the ED, particularly with regard to:
(e)

The clarity of language?

Note: Members of the Monitoring Group are shown in bold below.
#

Source

Stakeholder
Category

Detailed Comment

AAT

Member Bodies
and Other
Professional
Organizations

3.6.

ACCA

Member Bodies
and Other
Professional
Organizations

We believe that the ability of the restructured Code to influence behaviours and improve decision-making will
be improved through the use of clearer language, including shorter sentences and the use of the active voice.
Avoiding the use of the word ‘shall’ within the application material also enhances clarity and readability.
However, in this response we have already commented on areas in which we believe clarity could be further
improved (for example, redundant text, verbose and unnecessary explanations, and confusing numbering).

AIA

Member Bodies
and Other
Professional
Organizations

We support the improvements to the clarity of language proposed in the Exposure Draft. We are strongly in
favour of the reduction in complexity of language to support the increasing number of practitioners using the
Code for whom English is a second language. In common with other professional bodies, our membership
and students are increasingly diverse and it is essential that the Code is accessible to this diverse group. We
would note however that the use of cross references to other paragraphs within the Code does not always
help with the clarity of language and it might be better to use words as well as the cross reference to support
understanding.

1.

2.

3.

AAT has raised concerns about the language used prior to the restructuring. Mainly that the language
could present a barrier an accountants understanding of the Code. The restructure adds more value
and is readable. By using simpler and shorter sentences it doesn’t deter the accountant from reading
the code. The lack of legalistic terminology ensures that the conceptual framework model is facilitative
and can be applied by the diverse range of members of the accountancy profession, from bookkeepers
through to auditors, recognising that safeguards will exist at all levels.

We strongly support the reduction in the use of passive voice in the code as a tool to emphasise the personal
nature and responsibility for Code compliance.
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AICPA

Member Bodies
and Other
Professional
Organizations

While we did not experience any significant issues regarding the clarity of the language in the extant Code,
we agree with the proposals concerning the clarity of the Code.

APESB

Member Bodies
and Other
Professional
Organizations

APESB agrees that where possible, the IESBA has simplified the Code’s language and improved its clarity
and readability by using simpler sentences and avoided complex grammatical structures. However, we raise
the following drafting matters for the IESBA’s consideration:

4.

Ensuring the IESBA’s drafting conventions are appropriate
APESB notes that drafting guideline no.19 1 provides guidance on when ‘may’ or ‘might’ is used (i.e. ‘might’ is
used when there is a possibility that something may or may not occur, whereas ‘may’ is used for when a matter
is permitted). However, we have identified several instances where the use of the term ‘might’ is inappropriate
in a practical sense.

5.

For instance the use of ‘might’ has inadvertently weakened the original provisions of paragraphs 310.3 and
310.4 of the proposed Code where examples provided are indicative of there invariably being a conflict, such
as:
•

providing advice to two clients at the same time where the clients are competing to acquire the same
company and the advice might be relevant to the parties’ competitive positions.

•

providing services to a seller and buyer in relation to the same transaction.

•

representing two clients in the same matter who are in a legal dispute with each other.

The use of ‘might’ in paragraph 114.1 A2 is inappropriate if a professional accountant is required to disclose
confidential information by law. Similarly the use of ‘might’ is also inappropriate in paragraph 521.1 where it is
more probable than not that a family or personal relationship between an audit team member and the audit
client (in a position to exert significant influence over the client’s accounting records or the financial statements
on which the audit firm will express an opinion) will create self-interest, familiarity or intimidation threats.

1

Structure of the Code Phase 2 – Revised Drafting Guidelines presented at the IESBA Meeting (March 2016)
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APESB is of the view that the use of ‘may’ in the extant Code is stronger than the use of ‘might’ in these
circumstances. Thus we propose that the IESBA retains the word ‘may’ in these paragraphs (based on the
extant Code).
We believe that the IESBA needs to perform a comprehensive review of the Structure ED of where the term
‘might’ is used and critically assess whether any other requirements of the extant Code has inadvertently been
diluted.
Ensuring IESBA’s drafting conventions are applied consistently
Drafting guideline no.331 provides guidance on abbreviating the term ‘professional accountant’. When
‘professional accountant’ has been used once in a paragraph any following references should be abbreviated
to the term ‘accountant’. However, APESB has identified several inconsistencies with the use of this
abbreviation as follows:
•

The second paragraph in no.11 of the Guide immediately refers to an abbreviated term ‘accountant’,
however the term ‘professional accountant’ has not yet been used in that paragraph. Thus, we propose
the addition of the word ‘professional’ before the word ‘accountant’ at the start of the sentence as it is a
new paragraph.

•

The term ‘professional accountant” is not abbreviated in the definitions of ‘professional accountant in
business’ and ‘reasonable and informed third party’. However, it is abbreviated in the definition of ‘review
engagement’ (in accordance with the new drafting guideline no. 331).

Therefore APESB proposes that the abbreviation should be applied consistently across all definitions including
‘professional accountant in business’ and ‘reasonable and informed third party’.
The word ‘professional’ has been added to the term ‘existing accountant’ in some paragraphs of the Code
(e.g. R320.6 and 320.6 A1), but not in other paragraphs (e.g. paragraph R320.5). APESB believe that the
word ‘professional’ should not be added to ‘existing accountant’ which is a defined term. Thus, we propose
that the word ‘professional’ be deleted from the defined term ‘existing accountant’ in paragraphs R320.6 and
320.6 A1.
If the IESBA accepts this proposal, then the APESB proposes that the word ‘professional’ be inserted before
the word ‘accountant’ in paragraphs R320.6 and 320.6 A1, as set out below.
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R320.6 When an existing professional accountant is asked to respond to a communication from a
proposed professional accountant, the existing accountant shall: ….
320.6A1
An existing professional accountant is bound by confidentiality. Whether this existing
accountant is permitted or required to discuss the affairs of a client with a proposed
professional accountant will depend on the nature of the engagement and: (a) Whether the
existing accountant has permission from the client for the discussion; or (b) The legal and
ethical requirements relating to such communications and disclosure, which might vary by
jurisdiction.
APESB is of the view that where a paragraph refers to multiple professional accountants (e.g. existing
accountant and a proposed professional accountant in paragraphs R321.5 and 320.6 A1), it may be
inappropriate to abbreviate these terms to ‘accountant’ as it may not be clear to a reader which accountant is
being referred to. Accordingly in these instances, it may be appropriate to use the actual terms ‘existing
accountant’ and ‘professional accountant’ which the IESBA has already applied to the proposed revisions in
paragraphs 320.4 A3, 320.4 A4, 320.4 A5 and R320.5.
Removing redundant description of terms that are defined in the Glossary
Drafting guideline no.221 provides guidance on whether a wording is a definition or a description of what the
term might include, and drafting guideline no.231 provides guidance that repeating terms that are already
included in a definition should be avoided.
APESB has identified that the term ‘Acceptable Level’ is defined in the Glossary and described in the text of
paragraph 120.6 A1, and that both the definition and description of the term are identical. We acknowledge
that IESBA has intentionally duplicated the term in paragraph 120.6 A1 upon the request of its Consultative
Advisory Group. Additionally, we note that the term ‘Contingent fee’ is also defined in the Glossary as well as
described in the text of paragraph 410.9 A1.
However any redundant description of a defined term should be removed from the body of the Code, to avoid
unnecessary repetition of a definition and to ensure that the drafting guideline no.231 is applied consistently
throughout the Code.
Therefore, we propose to delete:
•

paragraph 120.6 A1 and the additional description to the definition of ‘Acceptable Level’; and
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•

paragraph 410.9 A1.

APESB believes that the definition of ‘Independence’ should be revised to remove any duplicated elements
of the ‘reasonable and informed third party’ concept (i.e. weighing all the specific facts and circumstances –
as this is part of the definition of reasonable third party). This will ensure a consistent application of drafting
guideline no.231 which the IESBA has already applied to the proposed paragraphs 115 A1, R310.14, 340.3
A1, R401.3 and R404.2 and the definition of ‘Acceptable level’ (Safeguards Exposure Draft).
Accordingly, we propose that the phrase ‘weighing all the specific facts and circumstances’ be deleted in both
paragraph 400.2 and the definition of ‘Independence’.
Assirevi

Member Bodies
and Other
Professional
Organizations

2.2
Section 100 "Compliance with the Code" - Definition of Professional Accountant (see Question 110.
le of the Exposure Draft)
Paragraph 100.1 reports a definition of "Professional Accountant'', which includes both the "Professional
accountant in business" and the "Professional accountant in public practice ". Nevertheless we would ask you
to note that the term "accountant'', a term which does not appear to be defined in the Code, is referred to in
more than one paragraph of Section I 00 (including, but not limited to, 100.2, 114.l Al, I14.l A2, RI15.1, Rl15.2,
R I15.2 Al). In the Association's view, passages in which there is a reference to the "accountant" should be
gone through and rephrased in order to match their contents to the definitions in paragraph I00.1.
2.1 Section 321 "Second Opinions" (see Question no. le of the Exposure Draft)

6.

The reworded and reorganised paragraphs in this Section, in this Association's view, are not as clear as the
present Section 230. The succession of paragraphs in Section 230 handles the issue of Second Opinions
more logically. Specifically, paragraph 230.2 envisages that contacting the existing accountant is a safeguard
against the risk of not being aware of all the facts and circumstances at the basis of the request for a second
opinion. The following paragraph, 230.3, then deals with a case in which the auditor must determine whether
the second opinion can be provided or not, if the client does not consent that he contacts the existing
accountant.
The Section 32 1 that is proposed, on the other hand, states a requirement similar to that la id down in
paragraph 230.3 but does not mention the need for, or the advisability of, contacting the existing accountant.
7.

BDO*

Accounting Firms

Within section 111 – 115, which sets out the requirements and application material of the fundamental
principles, as well as in many other sections of the restructured Code, the wording in each section talks about
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the fundamental principle ‘which requires an accountant…’ All other references refer to professional
accountant. Accountant is not a defined term. It is also not clear if there is a difference between a ‘public
accountant’ and an ‘accountant’. For clarify, one term should be chosen, defined and used consistently
throughout the restructured Code.
We appreciate that the wording in the restructured Code has simplified the language used in many instances.
This should improve understandability of the restructured Code.

CAANZ

Member Bodies
and Other
Professional
Organizations

We have no specific comment to make on these questions.

CHI

Accounting Firms

N/A

CIMA

Member Bodies
and Other
Professional
Organizations

“Third Party”

8.

9.

An explanation of “third party” appears at 120.4 A1 but the first reference to this is at 115.1 A1 – there may be
a need for a cross reference to 120.4 A1 here, as in 120.9 which does cross reference back to 120.4 A1.
The explanation includes “weighing all relevant facts and circumstances…” but “reasonable and informed”
precedes all references to third party. The inclusion of “weighing all relevant facts etc” seems arbitrary.
For example there is no inclusion of this extra phrase under “evaluating threats” 120.6 A1.

10.

Under “confidentiality, R310.14 (c) there is no inclusion of “weighing all relevant facts etc” or any cross
reference.
This is the same under “gifts/hospitality”: 340.3 A1, 401.2 (b), 401.3 A9 and 404.2.
Under 400.2 (b) – Independence the phrase “weighing all relevant facts etc” is included.
Under the Glossary “weighing all relevant facts etc” is not included in the definition of “acceptable level” [we
note that this is currently in the Safeguards ED so may change].
Independence includes “weighing all relevant facts etc”
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The definition of “reasonable and informed third party is inconsistent with that in 120.4 A1 – perhaps this could
just cross reference to a definitive explanation in the glossary on the basis that this is where most readers will
go to clarify an explanation rather than to another clause elsewhere in the Code.

CPA
Canada

Member Bodies
and Other
Professional
Organizations

Generally we believe that there has been a good use of clearer language and simplified, shorter sentence
structuring. The frequent use of the word “extant” was noted as a less than commonly used term that could
be further considered.
It was identified that the different terms of consent utilized could be clearer and noted the following definition
included within our CPA Code as having more precision:
“consent” means fully informed and voluntary consent given, after disclosure of sufficient information
and with sufficient time to make a knowledgeable decision,

11.

(a)
(b)

in writing, provided that if more than one person consents, each signs the same or a separate
document recording the consent; or
orally, provided that each person consenting receives a separate written communication recording
the consent as soon as practicable.

In considering R111.2, it was noted that a more complete description should be utilized to capture the
prohibition of those circumstances where the professional accountant either knows or should know that they
should not be associated with reports, returns, communications or other information where the accountant
believes that the information is as described in (a), (b) or (c).
CPAA

Member Bodies
and Other
Professional
Organizations

There are several occurrences where the language needs to be reviewed, simplified and clarified. Earlier, we
suggested the use of the term guidance instead of application material. Without providing every instance we
identified of language related issues, we provide the following examples:
•

Paragraph 6 of the Guide states: ‘The Code requires professional accountants to comply with the
fundamental principles of professional ethics’. The fundamental principles of the Code are the
principles of the accounting profession not general professional ethics principles. So we think the
term professional ethics should be removed.

•

Paragraph 8 of the Guide states: ‘In addition to requirements, the Code contains application material
that provides context relevant to a proper understanding of the Code.’ We do not think we are certain

12.
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as to the intended meaning of this sentence and we are also of the view that guidance does not
provide context but rather explanation.
•

Paragraph 120.1 states: ‘It [the conceptual framework] accommodates the many variations in facts
and circumstances that create threats to compliance with the fundamental principles and deters an
accountant from concluding that a situation is permitted if it is not specifically prohibited by this Code’.
The term ‘deter’ is commonly understood as ‘prevent’ and we do not think the conceptual framework
has the capacity to achieve that outcome.

•

Paragraphs R120.9 and 300.2 A12 state: ‘The reasonable and informed third party test described in
Section 120 is relevant to this assessment.’ Given that paragraph R120.4 requires the professional
accountant to ‘take into account whether a reasonable and informed third party would likely conclude
that the accountant has complied with the fundamental principles’, we are of the view that the word
relevant is inappropriate as it is not optional but required.

•

Paragraph 300.2 A1 (a) states: ‘A firm having undue dependence on total fees from a client or the
possibility of losing a significant client.’ The second part of this sentence is missing ‘being concerned
about’ or similar.

•

Paragraph 300.2 A3 states that the level of a threat may be impacted by: ‘An audit client and whether
the audit client is a public interest entity’. We do not think that the nature of the audit client impacts
the level of the threat.

•

Paragraphs R320.4 and 320.4 A1 refer to reasons that may be ‘professional or otherwise’. We do not
think ‘otherwise’ is a helpful term, despite its use in the extant Code, and it is not clear what a
professional and non-professional reason may be. We suggest that reference to ‘any reason’ is
adequate. CPA Australia urges IESBA to clarify the interaction between independence, the principles
and the conceptual framework and then review the description of each to ensure consistency in
language and application.

CPA Australia urges IESBA to clarify the interaction between independence, the principles and the conceptual
framework and then review the description of each to ensure consistency in language and application.
13.

DSF
Juvenal

Individual

Yes. I agree with clarity of language. In some aspect of translation is important contact Regional and National
Regulators in relation knowledge of language.
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DTTL*

Accounting Firms

We have provided comments and feedback below on the specific questions posed by the Board, however
we cannot provide agreement or otherwise with the proposals until we can consider a complete restructured
Code. There are many significant changes proposed which are contingent on other projects. For example, in
the restructured Section 310, which forms part of this ED, the concept of the reasonable and informed third
party has been removed even though the safeguards project has not completed its work on the conceptual
framework.
We support the Board’s efforts to simplify the language where possible by using simpler and shorter
sentences. We have included additional drafting suggestions in Appendix 1.
We note that shorter sentences do not always increase clarity. For example, in 310.8 A1 the Board has
shortened “This is particularly true when a professional accountant is asked to conduct an engagement in a
situation that may become adversarial, even though the parties who engage the professional accountant may
not initially be involved in a dispute” to “This is often true in a situation that might become adversarial although
there is no dispute when the engagement begins.” The latter sentence no longer has any real context and
does not even refer to a dispute being relevant only when it involves the professional accountant’s clients.

14.

We support indicating to the reader which terms are defined terms in the Glossary, at a minimum in the
requirements provisions, by a simple convention such as bolding, capitalizing or italicizing each defined term
every time it appears.
Appendix 1: Drafting suggestions to add clarity
Restructur
ed Code
Paragraph

Explanation

6

Does not appear to be an appropriate placement under the category “How to
Use the Code”

8

“consideration of the material is necessary to for the proper application of the
requirements of the Code, including application of the conceptual framework”

111.3 A1
114.1 A2
300.3

Appears the proper reference would be to R111.2.
Is there a reason the bullets under (a) are not roman numerals?
Is this properly a subsection under 300.2?
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Detailed Comment
R300.3 and
300.3 A2

The second sentence of R300.3 appears to be the same as 300.3A2.

310.4

Break last bullet point (with two sub-bullet points) into two distinct bullet points.

310.5

Appears repetitious with other sections. If it remains, consider whether to
rephrase to make consistent with 112.3 A1 (“Independence is a measure of
objectivity” versus “objectivity requires independence” in 310.5).

310.7 A1

A conflict resolution process does not “address” matters, it only helps the
accountant to identify conflicts.

310.11 A1
310.11 A3

Consider bulleting the factors.
It may read better for this paragraph to come before 310.11 A2 – explain what
disclosure and consent is and then when it may be required.

320.4 A5

“A proposed professional accountant will usually need the client’s permission,
preferably in writing, to initiate discussions with the existing accountant.”

R320.5
320.6 A2

This paragraph would be better placed after R320.6.
“Circumstances where a professional accountant is or might be required to
disclose confidential information…”

400.2(b)

Section C1 does not apply to other non-audit assurance engagements. The
word “assurance” should be deleted from 400.2(b).
The last sentence of 400.3 would seem to be better placed in paragraph
400.4.
Put the subheading “Related Entities” before this paragraph.
The title “Engagement Period” before this section is incorrect as independence
also covers the period covered by the financial statements. Retain extant
Code wording “Independence from the audit client is required by C1 during
both…”

400.3 and
400.4
R400.11
R400.12
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Detailed Comment
R403.3

R404.2

R404.3

R510.5
subheading
R510.5(d)

R510.8

R510.9(b)

R510.11
520.1

Seems strange to have a requirements paragraph made up of 3 sub-sections
without an introduction, such as “If an entity becomes a related entity of an
audit client because of a merger or acquisition, the firm shall…”
403.2 seems to be Application Material relating to R403.3 (b) and (c) and
would therefore logically go after the requirement.
Should follow extant Code and the proposed sub-title and start “When a firm
…” not “If a firm”
Due to formatting, the last paragraph appears to be an overall comment for the
entire section, when it only relates to R404.2(e). If so, the paragraph should
be further indented.
It could be helpful to place R 404.3 under the subtopic “Communication with
Those Charged with Governance – Breaches of an Independence Provision”.
“Financial Interests Held by the Firm, Network Firm,…”
“Any other partner or managerial employee who provides non-audit services to
the audit client, except for any whose involvement is minimal, or any of their
that individual’s immediate family.”
“Paragraph R510.5 also applies to a financial interest in an audit client held in
a trust for which the individual acts as trustee as it does to other financial
interests, unless:”
“Before an individual who has a financial interest described in R510.9(a) can
become an audit team member, the individual or that individual’s immediate
family member shall either:”
“If the a retirement benefit plan of a firm or a network firm…”
“A close business relationship between an audit client or its management and
a firm, a network firm, an audit team member”
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Stakeholder
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Detailed Comment
521.1

R521.6
522.1

523.2
R524.4(b)
R524.5

Section 525

Glossary

“A family or personal relationship between an audit team member and a
director or officer or certain other employees of the audit client (depending on
their role) might create self-interest, familiarity or intimidation threats.”
Include the subheading “Relationships of Partners and Employees of the Firm”
before this paragraph to give it greater prominence.
“Self-interest, self-review or familiarity threats might be created if an audit team
member has recently served as a director or officer, or employee of the audit
client. For example, this might occur if an audit team member might have to
evaluates elements of the financial statements when that individual prepared
the relevant accounting records while with the client.”
This paragraph would appear to be application material instead of part of the
introduction.
The need for this sentence is not clear when the section includes R524.2.
This sentence structure is unlike any other requirements as there is no “shall”.
It is suggested to amend as follows:
“If an An individual who was a key audit partner shall not joins an audit client of
the firm that is a public interest entity:
[…]
independence is compromised, unless subsequent to the partner ceasing to
be a key audit partner…”
Use the term “loaned personnel” instead of “loan of personnel” as there are
instances in this section where it can be confused with a loan that is a financial
relationship.
“Fundamental Principles” would benefit from a short description. It is suggested
to include “The standard of behavior expected of a professional accountant.”
“Safeguards” is defined in one sentence in paragraph 120.7 A2. It is suggested
to repeat this sentence in the glossary so the reader doesn’t have to refer to the
other paragraph.
“Audit”: In C1, the term “audit” includes “review engagement”.
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EYG

Accounting Firms

As mentioned above, we do not see substantial improvement in the clarity of language being proposed as part
of the Structure Project. The content has been re-organized, but the clarity of the language itself has not been
significantly transformed and in many instances we seem to have lost the context in which the Code should
be understood. We believe the language could benefit from further time and effort to allow for meaningful
improvement to the clarity of language in the Code.

FAR

Member Bodies
and Other
Professional
Organizations

FAR finds that the clarity of language has improved, with above all sh01ter sentences. However, FAR is of
the opinion that the Code would benefit from more efforts regarding all the measures listed in paragraph 20
of the Explanatory memorandum.

FEE

Member Bodies
and Other
Professional
Organizations

The Federation supports IESBA’s attempt to enhance clarity of language of the requirements stated in the
Code, namely the use of simpler and shorter sentences and the increased use of the active voice. It is greatly
achieved in a number of instances, but needs to be assessed more generally and with a thorough analysis
that we have not yet performed. There are a few instances where conciseness could be considered further,
for instance, in the Guide to the Code:

15.

16.

17.

•
•
FSR

Member Bodies
and Other
Professional
Organizations

N/A

GAO

Public Sector
Organizations

We agree with the proposals in the restructured Code and believe that they would enhance the
understandability and usability of the Code. Because of the volume of material in the exposure draft, we
suggest that the IESBA also label each page in the restructured Code with its respective part number or title
and section number or title. In the extant Code, each page is labeled with the part number or title (e.g., Part
A, C1, Glossary) on its margin and the section number or title (e.g., Section 290) on the bottom of the page.

18.

19.

paragraph 4: the explanation of the purpose of the Glossary could be shorter
paragraph 5: could be clearer by stating that “the content of each section is: […]”
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Labeling the restructured Code in such a manner would further assist professional accountants who are
researching or referencing particular requirements and application material.

20.

GTI*

Accounting Firms

As discussed above, GTIL agrees that the proposal clarifies the language in the Code which we believe will
help clarify contextual issues for an international community whose first language is not English.

HKICPA

Member Bodies
and Other
Professional
Organizations

N/A

ICAB

Member Bodies
and Other
Professional
Organizations

Yes, we agree with the proposals with regard to the aspects as mentioned above.

ICAEW

Member Bodies
and Other
Professional
Organizations

16.

Is it necessary to make repeated references to ‘professional accountant’? ‘Accountant’ could simply
be defined to cover members of IFAC member bodies.

17.

The mapping tool published alongside the consultation document mentions the advantages of using
the word generally with specific reference to paragraph 340.3 A1, in which the word generally does
not appear at all.

18.

In paragraph 320.3 A3 “recommended” has been changed to “encourage”. This is apparently due to
the fact that recommending something does not require action on the part of the recommendee. We
should point out that neither does encouragement. Further, we do not think that action should be
compelled in this case, instead suggest that it may, in certain cases, be in the best interests of the
professional accountant.

21.

22.

23.

ICAG
24.

Member Bodies
and Other
Professional
Organizations

The language is very clear and easy to read and understand.
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ICAS

Member Bodies
and Other
Professional
Organizations

Clarity of Language
We are generally happy with the clarity of the language however we would highlight the following:
(i)

Although we understand why the term “professional accountant” is sometimes followed by use of the
term “accountant”, we would prefer for a consistent approach to be adopted throughout and believe
that the former term is more accurate and therefore preferable.

(ii)

R100.4
“A professional accountant who identifies a breach of the Code shall evaluate the significance of the
breach and its impact on the accountant’s ability to comply with the fundamental principles. The
accountant shall also:

25.

(a)

Take whatever actions might be available, as soon as possible, to satisfactorily address the
consequences of the breach; and

(b)

Determine whether to report the breach to, for example, those who might have been affected by
it, a professional body or a regulator.”

We believe that consideration should be given to adding in additional content in relation to whether there
a need to include anything for the professional accountant to take action to mitigate the risk of another
similar breach.
(iii)

Section 110.1
We note that changes have been made to the definitions of the fundamental principles. We believe that
this would be better done as a separate exercise. We accept that the approach adopted probably uses
simpler language, and results in clearer wording, but do not believe that the wording of the principles
should be changed, unless full consideration has been given as to whether the principles are
fundamentally still fit for purpose.

(iv)

Despite our comments above, we believe the change in wording to the objectivity and professional
competence and due care principles do make them clearer (although please refer to our next
comment on “objectivity”). We note that a lot of the confidentiality principle has been deleted although
it is included separately at paragraph R114.1 later. We question whether this approach is the most
appropriate.
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(v)

In relation to the principle of “objectivity” we question whether “without conflict of interest..” is too high
a hurdle i.e. there may be a conflict of interest against which safeguards can mitigate the threat to an
acceptable level. The conflict will still exist but it will be appropriately mitigated.

(vi)

We also note that the word “action” is used rather than “conduct” in professional behaviour. We believe
that as a result of the NOCLAR project this will be changed to conduct which we believe to be better.

(vii)

We note that in relation to “professional behaviour” the wording reflects that “the professional
accountant knows or should know”, which reflects the wording in current paragraph 150.1 as opposed
to that in 100.5. We are happy with this approach but have noted this as a possible difference in
meaning below.

(viii)

Section 111 – Integrity
We believe that the proposed wording is simpler and better i.e. replace “furnished” with “provided”, and
refer to “required information” rather than “information required to be included”

(ix)

Section R112.2
We believe that the replacement of “service” with “activity” is better because this is more likely to cover
those professional accountants in business as well as practice. We do however question why bias has
been dropped from original wording in 120.2.

(x)

R112.2 A2
We note that quite a lot of the safeguards suggested tend towards those that could be applied in public
practice but not necessarily business. For example, “Discussing the issue with higher levels of
management within the firm” could be changed to “discussing the issue with higher levels of
management within the firm or organisation”

(xi)

113.1.A2
“Maintaining professional competence requires a continuing awareness and an understanding of
relevant technical, professional and business developments. Continuing professional development
enables a professional accountant to develop and maintain the capabilities to perform competently
within the professional environment.”
Is it just the professional environment or should it be wider and refer also to the relevant business
environment?
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(xii)

113.1 A3
“Diligence encompasses the responsibility to act in accordance with the requirements of an assignment,
carefully, thoroughly and on a timely basis.”
What if the assignment in question is not ethical?

(xiii)

120.2
The conceptual framework specifies an approach for the professional accountant to:
(a)

Identify threats to compliance with the fundamental principles;

(b)

Evaluate the threats identified; and

(c)

Address the threats by eliminating or reducing them to an acceptable level.”

As worded this appears to imply that the professional accountant “has” to identify threats, i.e. it makes
the assumption that there are always threats to be identified.
(xiv)

R120.9
Is the overall assessment in the correct place? Should the overall assessment not be placed before the
re-evaluation section and that this should be an on-going process?

(xv)

300 2 A12
Again is the overall assessment in the correct place? Should the overall assessment not be placed
before the re-evaluation section?

(xvi)

R310.7
“Before accepting a new client relationship, engagement, or business relationship, a professional
accountant shall take reasonable steps to identify circumstances that might create a conflict of interest,
including identifying:

(a)

The nature of the relevant interests and relationships between the parties involved; and

(b)

The service and its implication for relevant parties.”

We are not convinced that this captures possible conflicts with other clients. We appreciate that it is
covered in the application material but it could be clearer in the requirement.
(xvii)

Section 320
We believe that this is easier to read – with lists of bullet point lists rather than large paragraphs.

(xviii)

320. 3A2
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In light of the NOCLAR project we question whether there is a need to refer to possible tipping off and
anti-money laundering requirements in this paragraph. The safeguards suggested also appear rather
light when compared with the threats highlighted.
(xix)

Section 400
We believe that the introduction to section 400 appears rather messy i.e. there are lots of different
headings, sub-headings. It would be useful to the reader for an index to be included at the start of this
section to help them navigate it.

(xx)

Section 400 .6
It would be good to have an explanation of what is considered to be a PIE in this introductory section.
This paragraph does not currently give the detailed definition of a PIE (as per current Section 290.25).
The definition of a PIE only appears to be in the Glossary – we believe it would be useful to include it
here.

(xxi)

Section R 400.12
This does not provide any detail in relation to the engagement period in contrast to the current paragraph
290.30.

(xxii)

Section R.403.1 to 403.3
We believe that the above content appears a bit clumsy i.e. it doesn’t flow well - because the “shalls”
have been pulled out of the current paragraphs. Also, paragraph R403.3(a) appears rather a long
sentence under the new approach.

(xxiii)

The equivalent to current Section 290.3 (which states that when the Code states audit team etc, it
also means review team) is in the footnotes. We have concerns that this could be missed and
therefore requires to be made more explicit.

(xxiv)

Is there an equivalent to current section 290.117 re an inadvertent violation of financial interest
requirements?

(xxv)

Section 510.11 (a)
This should reference to paragraphs 510.11 A1 and A2 (not just A1)

(xxvi)

Section 510.11 (c)
This should reference to paragraphs 510.11 A3 and A4 (not just A3)

(xxvii)

Section 510.11 (d)
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This should reference to paragraphs 510.11 A5 and A6 (not just A5)
(xxviii)We are not convinced that it is an improvement to have the “financial interests – other circumstances”
all lumped in together. It might be better to have separate individual sections.

IDW

26.

Member Bodies
and Other
Professional
Organizations

Reference is made to the term “public interest” throughout the ED in the wider context of the profession’s
public interest responsibilities. However, where this term is to be used in a particular context beyond this ED,
either a definition or, failing that, a broader explanation of the IESBA’s intent will be essential, in order to limit
the potential for different parties to have varying interpretations of the meaning and impact of this term.
Specifically, we believe that a lack of guidance as to the intended meaning of the term “public interest”
potentially leads to inconsistency in terms of compliance with the Code. This is of particular concern where
the third party test taken from paragraph 120.4A1 is augmented by a public interest element (as proposed in
the NOCLAR project).
The text dealing with exceptional circumstances (paragraphs 10 and 11 of the section headed Guide to the
Code – which we have suggested be relocated) is extremely important, as circumstances may arise in practice
than were not foreseen by the Board in devising the Code, and by its nature a Code cannot anticipate every
possible circumstance in which it is intended to apply. A professional accountant may encounter
circumstances where, for a variety of different reasons, following a specific requirement “to the letter” would
be inappropriate, impracticable or ineffective. Not only does the Code need to deal with this issue clearly, it
also needs to be sufficiently robust as to prevent unwarranted misuse. Thus, improving the clarity of the Code
in this area is a key issue. We note that although the wording proposed has been changed slightly, the term
“encouraged” does not equate to a clear statement of requirement for a professional accountant. The IAASB
faced a similar challenge in its clarity project, and included the following specific requirement and application
material to deal with this:
ISA 200.23: “In exceptional circumstances, the auditor may judge it necessary to depart from a relevant
requirement in an ISA. In such circumstances, the auditor shall perform alternative audit procedures to
achieve the aim of that requirement. The need for the auditor to depart from a relevant requirement is
expected to arise only where the requirement is for a specific procedure to be performed and, in the
specific circumstances of the audit, that procedure would be ineffective in achieving the aim of the
requirement. (Ref: Para. A74)”
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ISA 200.A74: “ISA 230 establishes documentation requirements in those exceptional circumstances
where the auditor departs from a relevant requirement. 1 The ISAs do not call for compliance with a
requirement that is not relevant in the circumstances of the audit.”
We would encourage the IESBA to adopt a similar approach.

IOSCO

Regulators and
Oversight
Authorities

See Supplement 3 to Agenda Item 3.

IPA

Member Bodies
and Other
Professional
Organizations

N/A

IRBA

Regulators and
Oversight
Authorities

1.21.

27.

28.

We have noted the following which can be improved:
•

1.22.

Certain superfluous and complex words and phrases still remain in the Code. An example with our
proposed amendment is:
•

29.

1.23.

Guide 9: Where application material includes lists of examples, these lists are not intended to be
read as exhaustive complete lists of all possibilities or circumstances that might arise.
Certain paragraphs still need to be amended to the active voice. An example”:

•
1.24.

Guide 8; “While such application material does not of itself impose a requirement…
The phrase “laws and regulations” is repeated in the Code. However, there are certain legal
instruments that may impose ethical requirements but have not been issued as a law or regulation.
We suggest that this phrase be replaced with “laws and other binding legal prescripts.”
We note that there is a word missing in R120.7.

1.25.
•

1

There are certain words or phrases in this exposure draft that may be considered unclear and
need to be reconsidered, e.g. “so significant”, “deters”, “encourages”, “otherwise advise”, “many
variations”, and “recently”.

R120.7 “If the professional accountant determines that the identified threats to compliance with
the fundamental principles are not at an acceptable level, the accountant shall address the threats

ISA 230, paragraph 12.
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by eliminating them or reducing them to an acceptable level.”
1.26.

ISCA

Member Bodies
and Other
Professional
Organizations

N/A

JICPA

Member Bodies
and Other
Professional
Organizations

1.

30.

We note that there are certain phrases that are used but not defined, namely, “professional
judgement” and “facts and circumstances”, and we have made suggestions in Appendix A.

TABLE OF CONTENTS
We propose that all subtitles be included in Table of Contents and the corresponding paragraph
numbers be noted in parenthesis at the end of each subtitle (please refer to the attachment). We
consider that it allows users to refer to the provisions more easily.

2.

Proposed paragraph 400.1
In the footnotes, it is stated that “‘audit client’ includes ‘review client’ and related entities of the audit
client.” However, as the former and the latter are different in nature, we consider that referring to them
in two different sentences is easier to understand. For example, it can be stated that “An ‘audit client’
includes a ‘review client.’ Related entities of an audit client are also included in an ‘audit client.’”

3.
31.

Proposed paragraph 400.4
Although this provision refers to paragraph 300.2 A10, we consider that it should refer to 300.2 A9,
thereby proposing alteration.

4.

From proposed paragraph 401.3 A2 to A9
We propose subheads for each paragraph. This would allow us to understand what guidance is
stipulated in each paragraph easily.
For example, we propose subheads as follows: A2—Profit or Cost Sharing; A3—Within the Structure
Share Common Ownership, Control or Management; A4—Sharing Common Quality Control Policies
and Procedures; A5—Sharing Common Business Strategy; A6—Sharing the Use of Common Brand
Name; and A8—Sharing Significant Part of Professional Resources.

5.

Proposed paragraph R401.4
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We understand that this paragraph is for a requirement because of the letter “R.” However, it is not
easy to understand what the requirement is as a sentence including “shall” comes at the end of the
paragraph. Therefore, we propose to move the sentence including “shall” to the beginning of the
paragraph.
In such a case, for example, the current sentence can be placed at the beginning of the paragraph by
rephrasing it as follows: “The following entities shall determine how to disclose that they are not
network firms when presenting themselves to outside parties.”
(Current proposal)
R401.4 If a firm or a network sells a component of its practice, the sales agreement sometimes provides
that, for a limited period of time, the sold component might continue to use all or part of the name of the firm
or the network, even though it is no longer connected to the firm or the network. In such circumstances,
while the two entities might be practicing under a common name, the facts are such that they do not belong
to a larger structure aimed at cooperation and are therefore not network firms. Those entities shall determine
how to disclose that they are not network firms when presenting themselves to outside parties.
We are proposing the change as follows:
R401.4 The following entities shall determine how to disclose that they are not network firms when
presenting themselves to outside parties. If a firm or a network sells a component of its practice, the sales
agreement sometimes provides that, for a limited period of time, the sold component might continue to use
all or part of the name of the firm or the network, even though it is no longer connected to the firm or the
network. In such circumstances, while the two entities might be practicing under a common name, the facts
are such that they do not belong to a larger structure aimed at cooperation and are therefore not network
firms.
6.

Restructuring of the Code regarding proposed Section 410
In the draft of the proposed Code, there are “Introduction” and “Requirements and Application
Material” for each section (Level 1), some of which are subdivided into groups with titles in italics
(Level 2). If necessary, these groups are further broken into smaller parts, which are differentiated by
using headings in a regular font (Level 3) by each group. For example, in Section 410, the head “Audit
Clients that are Public Interest Entities” is classified as Level 3, as follows, which is a further
subdivision of the Level 2 head “Fees-Relative Size.” In this way of using headings, the levels of the
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headings are difficult to see at a first reading. Accordingly, the way of using the headings needs to be
improved. For example, the style and layout of each level of headings can be reorganized by
changing indents and/ or underlining, for example.
The following is an excerpt from the proposed code associated with Section 410 described above:
Requirements and Application Material（Level 1）
R410.2

A firm shall apply the conceptual framework set out in Section 120 to fees or other
remuneration.

Fees – Relative Size（Level２）
410.3A1 When the total fees generated from an audit client by the firm expressing the audit opinion
represent a large proportion of the total fees of that firm, the dependence on that client and
concern about losing the client creates a self-interest or intimidation threat. The significance
of the threat will depend on factors such as:
・ The operating structure of the firm.
・ Whether the firm is well established or new.
・ The significance of the client qualitatively and/or quantitatively to the firm.
(Omission)
Audit Clients that are Public Interest Entities（Level３）
R410.4

Where an audit client is a public interest entity and, for two consecutive years, the total fees
from the client and its related entities (subject to the considerations in paragraph R400.11)
represent more than 15% of the total fees received by the firm expressing the opinion on the
financial statements of the client, the firm shall

(Omission)
Fees – Overdue（Level２）
R410.7

When a significant part of fees due from an audit client remains unpaid for a long time, the
firm shall determine:
(i) Whether the overdue fees might be equivalent to a loan to the client; and
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(j) Whether it is appropriate for the firm to be re-appointed or continue the audit engagement
because of the significance of the overdue fees.
(The following is omitted)
7.

Numbering and ordering of the sections of the Code
We propose the following three improvements:
(1)

In the draft of the Code, there is only one Section concerning Business Relationships, Section
520; this may not be enough to respond to an increase in the number of the future provisions
properly. Taking into consideration the expanding guidance in the future, we consider that it is
better to leave Sections 520–529 for the provisions of Business Relationships.
Presently, Sections 521–525 are allocated to the following items; each of the items is related to
the provisions responding to the threats arising from employment relationships, which are all
related to employment. Taking the above into consideration, to clarify the relationship among
the provisions, we propose that Sections 530–539 be for the provisions concerning Employment
Relationships, for example, as follows:
ED

(2)

Proposed Amendments

521 Family and Personal Relationships

531 Family and Personal Relationships

522 Recent Service with an Audit Client

532 Recent Service with an Audit Client

523 Serving as a Director or Officer of an
Audit Client

533 Serving as a Director or Officer of an
Audit Client

524 Employment with an Audit Client

534 Employment with an Audit Client

525 Temporary Personnel Assignments

535 Temporary Personnel Assignments

In the draft of the Code, although “Section 511 Loans and Guarantees” includes the provisions
concerning “R511.7 Deposits or Brokerage Accounts,” in light of clearness, we propose to set
another Section for the provisions concerning “Deposits or Brokerage Accounts” to separate from
the provisions of Loans. For example, we propose that another Section called “Other Financial
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Interests” be created to include the provisions concerning “Deposits or Brokerage Accounts.” For
now, although there is no other provision concerning financial interests that needs to be moved
to that Section, there is a possibility that the provisions concerning insurance and other matters
are added to the Section in the future.
(3)

KICPA

32.

Member Bodies
and Other
Professional
Organizations

Financial Interest is defined as “an interest in an equity or other security, debenture, loan or other
debt instrument of an entity.” Meanwhile, the provisions for financial interests from R510.5 in
Section 510 are mostly related to direct and indirect financial interests. On the other hand, “Loans
and Guarantees” that is included in financial interests by definition is prescribed in Section 511,
separating from Section 510. To match the title of the Section with its content, we propose that
the overall provisions concerning financial interests be included in Section 510 and that the
provisions concerning direct and indirect financial interests be included in a new section, Section
511, for example. In such a case, the provisions of “Loans and Guarantees” shall be included in
Section 512.

Please refer to the above general comments. We believe the Code improves when it comes to its clarity,
understandability, and navigability. Placing different paragraph numbering to distinguish requirements from
application material in this propped ED enhances their separation, respectively, in addition to their
understandability.
As for the paragraph numbering, we suggest the Board consider making the paragraph numbering simpler by
identifying each of them as 1, 2 … in their respective section, just as ISAs, instead of 300.1, 300.2…

KPMG*

33.

Accounting Firms

We believe that the restructured Code improves the understandability, specifically with reference to the
relationship between the requirements and the corresponding application material. The Guide to the Code
does provide a useful overview of how the Code is to be used and the structure. We do wonder whether some
of the material currently included in the Guide is more appropriately contained in Part A of the Code – for
example, paragraph 6 reads more as a requirement rather than instructional material on how to use the Code.
Additionally, paragraphs 10 and 11 under the subsection “Exceptional Circumstances” are an important
direction for professional accountants that are most probably better suited to be included in Part A of the Code
(e.g. section 100 Compliance with the Code) rather than in a section that may not be frequently referenced
and may not be considered by some to be part of the Code itself and, accordingly, the importance of such
paragraphs diminished.
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While we believe that the separation of the requirements from the application material and labelling the
requirements with an “R” does help to enhance the prominence and clarity of what is required from other
material, we believe using bold text or some other mechanism to highlight the requirements (e.g. shaded
boxes) would further enhance the separation of requirements from application and other material, which in
turn should assist with usability and further clarity.
While we continue to be supportive of the need to re-affirm the need for a professional accountant to comply
with the Conceptual Framework, we question the value of repeating this statement at the top of every page in
the Code.
We feel it would be more useful for users to have the Glossary relocated to the front of the Code (e.g. following
the Guide). We also believe that the Board should consider eliminating instances where a term is
defined/explained in the body of the Code and then also included in the Glossary.

MIA

Member Bodies
and Other
Professional
Organizations

The wordings used in the restructured Code are clear and easy to understand.

NASBA

Regulators and
Oversight
Authorities

It is not clear why items 11 and 12 in the proposed Guide to the Code as “Exceptional Circumstances” are not
still included in the Code. We believe that these sections should be within the Code.

Member Bodies
and Other
Professional
Organizations

N/A

34.

35.

NBA
36.

Other than the item noted above, we do not have any specific comments regarding the proposals. However,
we noted some changes to the Code for items that were exposed in a previous exposure draft dated December
2015 Exposure Draft on Proposed Revisions Pertaining to Safeguards in the Code—Phase 1. Since
comments were due on that earlier exposure draft March 21, it seems premature of IESBA to make these
changes without having had any review of comments related to those matters.
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NFCPAA
ROC

Member Bodies
and Other
Professional
Organizations

We agree with the proposals which increase the understandability, clarity and navigability of the Code.

NZAuAS
B

National
Standard Setters

The NZAuASB is supportive of the direction of the proposals and considers that the draft is an improvement
and will enhance the clarity of the Code. However, the NZAuASB still considers that the clarity and
arrangement of C1 could be further improved.
The NZAuASB notes that the word “may” has been amended to “might” in some instances. The English
dictionary highlights that might is the past tense of “may” and therefore the NZAuASB queries whether this
change is appropriate. The NZAuASB prefers use of “may”. Where the IESBA is meaning that there is a
possibility of something occurring, the word “could” may be more appropriate. The NZAuASB also queries
whether the change from may to might, to indicate the possibility of something occurring as opposed to when
something is permitted has been correctly made in all instances of the proposed change. In some instances,
the NZAuASB considers that the proposed changes may be diluting the extant Code.

38.

The need for an additional matrix as guidance is indicative that the Code is still challenging to understand.
While the NZAuASB has not identified specific wording improvements, arranging the requirements by way of
a table or matrix may make it simpler to comply with. On the other hand, these requirements are complex and
maybe there is not one simpler drafting style that can cater for the complexities involved. The NZAuASB
encourages the IESBA to develop a matrix summarising the types of financial relationships for different
categories of individual and believes that this may be very helpful for practitioners.
The NZAuASB considers that the proposed shorter sentences, extra use of bullets and rearrangement of
wording is all improving the clarity of the proposed Code but urges IESBA to pursue applying these drafting
conventions throughout the proposals consistently and go even further to shorten and simplify the Code. For
example:
1.

There is some unnecessary repetition, for example:
a.
410.9 A2 repeats R410.8 and 9. Could this not be shortened?
b.
Additional use of bullets could be added, for example R410.4 to separate out:
•
the public interest entity reference and
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•

c.
2.

the 2 consecutive years fees of more than 15% elements.
The term “acceptable level” is defined in the glossary and then also described in section 120.6
A1. This is unnecessarily repetitive.
Where “an audit team member” is referred to twice in a sentence, could “they” be used instead? For
example, 524.4 A1 “A self-interest threat is created when an audit team member participates in the
audit engagement while knowing that they (the audit team member) will, or might, join the joint the
client at some time in the future.”

The NZAuASB is supportive of the creation of and proposed additions to the glossary section and considers
that this improves the clarity and readability of the Code and may help in the consistency of the use of terms.
The NZAuASB recommends that the IESBA relocate the glossary at the front of the Code, possibly after the
Guide to the Code.
The NZAuASB notes that there is a new defined term “engagement period” defined as “the engagement period
starts when the audit team begins to perform audit services. The engagement period ends when the audit
report is issued. When the engagement is of a recurring nature, it ends at the later of the notification by either
party that the professional relationship has terminated or the issuance of the final audit report.” It is not clear
whether this term will be referred to in C2 on other assurance engagements in which case a different definition
may be required. In addition, this definition may be inconsistent with ISA (NZ) 720 (Revised) which requires
the auditor to read the “other information” even after the date the auditor’s report is issued. It may be more
appropriate to define the engagement period for an audit to end once the auditor has issued the auditor’s
report and met all of the requirements of the ISAs.
Reasonable and informed third party has also been added to the glossary. This is a helpful addition as this is
referred to in a number of places.
OECFM

Member Bodies
and Other
Professional
Organizations

Yes

PAAB

Regulators and
Oversight
Authorities

Yes. It is true that as this Code is going to be used worldwide, consideration for those users whose first
language is not English should be made.

39.

40.
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41.

PKF

Accounting Firms

This has been greatly improved.

PWC*

Accounting Firms

In broad terms, we agree that the language adopted in the ED is an improvement on the extant code and
should help the reader to better understand the code.
Paragraph Ref.

Comment

Suggested wording (where applicable)

Guide to the
Code, para 8.

As drafted this reads that the
application material helps “to apply
the conceptual framework to….a
specific requirement”. We believe
this could be more clearly written.

In particular, the application material is
intended to help the professional accountant
to understand how to apply the conceptual
framework to a particular set of
circumstances and to understand and
comply with a specific requirement.

521.3A1 is an example of the former
(where there is no requirement as
such other than to apply the CF to
those circumstances), whereas
524.3A1 is an example of material
that helps the accountant to apply
(or more precisely “comply with”) the
requirement in R524.3.

42.

Thus the application material has
two roles.
100.4 A1

We question whether this reference
to breaches of the independence
requirements is necessary and
appropriate here in Part A. This is
clearly covered in Parts C1 and C2
and arguably confuses the message
here.
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110.2

It may be helpful to include a
statement after this provision to
indicate that compliance with the
fundamental principles may be
threatened as this may help the flow
of the document and help the
reader.

R113.1

The inclusion of “based on current
developments in practice, legislation
and techniques” represents a
change to the code, albeit not a
significant one.

“based
on
professional
legislation”

current
technical
and
standards and relevant

We question whether the reference
to “developments” is appropriate
and we believe that there should
continue to be a reference to
professional standards.
320.4 A3

It is not clear whether the
investigations are made of senior
management or “about” them. We
assume the latter. This should be
clarified.

310.8 A1

The nature of the services and the
interests and relationships might
change during the engagement.
This is often true in a situation that
might become adversarial, although
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there is no dispute when the
engagement begins.
The change in the word “often” from
the
extant
“particularly
true”
changes the meaning. The extant
code is in effect a point of emphasis,
whereas the word “often” implies a
frequency. We suggest reverting to
the extant language.
General point

We note that there is inconsistent
use of term when referring to people.
The terms “individual”, “employee”,
“personnel”
and
“professional
employees” are used throughout the
code and this does not help the
clarity and consistent adoption of the
Code. We recommend that the
Board review for consistency and
clear intent in the context of where
the word is used. They are important
terms in understanding and applying
the code. It is important that there is
clarity on who is covered, especially
if there is a requirement.

R310.14

The logic in the extant code seems
to be lost and we suggest that the
drafting could be improved to make
the point clearer.
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firm shall only accept or continue an
engagement if:
(a) The firm does not act in an advocacy role
for one client in an adversarial position
against another client in the same matter;
etc
330.3 A6

We suggest this could be more
clearly written.

Requirements and application material
relating to contingent fees for services
provided to audit clients and other
assurance clients are set out in C1 and C2
of the Code.

330.A8

A self-interest threat to objectivity
and professional competence and
due care is also created if a
professional accountant pays a
referral fee to obtain a client. For
example, such a referral fee
includes a fee that is paid when the
client continues as a client of
another accountant but requires
specialist services not offered by the
existing accountant.

For example, such a referral fee includes a
fee that is paid by one accountant to another
for the purposes of obtaining new client work
when the client continues as a client of the
existing accountant but requires specialist
services not offered by that accountant.

The struggle to understand the
second sentence and suggest this
could be re-drafted.
400.2

The definition of “Independence in
appearance” has been changed to
include a reference to the
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“assurance team”. This seems
inappropriate in the context of C1
and a reference to “audit team” in C2
would similarly be inappropriate. We
recommend this be reconsidered.

R402.2

The interaction of this provision on
documentation of conclusions and
the proposed new requirement
regarding an “overall assessment
(as proposed in the ED on
safeguards) is not clear in our view.
We have provided comments on the
proposal for an “overall assessment”
in our response to the Board’s ED on
safeguards. We refer the Board to
our comment letter and recommend
that this provision be re-considered
in the light of deliberations on that
overall assessment.

403.2

In the context of mergers and
acquisitions the proposed phrase “it
might not be reasonable to end and
interest or relationship by the
effective date” does not seem to say
quite the same thing as the extant
code which says “cannot reasonably
be terminated by…”
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R510.7
and
many
others,
such as R511.4

The drafting of various provisions
has been changed from “a member
of that individual’s immediate family”
to, for example, “that individual’s
immediate family member”.

We recommend reverting to the extant
language throughout.

This does not seem to read well, and
indeed implies that the individual
only has one immediate family
member or that the restriction
applies only to one family member.
R510.6

This provision is an exception (using
the word “may”) and does not
contain a “shall”. It is not clear how
this paragraph fits into the revised
structure relating to requirements.
The placement and status of all
exceptions to a requirement needs
to be clarified.

R510.9

The
financial
interests
are
immaterial to the firm, the network
firm, the audit team member, that
individual’s
immediate
family
member and the audit client, as the
case may be; or
This represents an unintended
change to the code as it states that
the interest has to be immaterial to
the holder (for example the audit
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team member or the family member
who holds the interest). Consistent
with 510.3 (and the extant Code)
their combined net wealth may be
taken into account in evaluating the
permissibility of the interest.

This would permit the reference to the
“individual” to be read in the context of
510.3.

In contrast, the construct of R511.6
seems clearer (use of “and”).
Consistency is needed though.
R510.11

The extant code uses the word
“including” (290.115) and this is
replaced by “such as”. Both suffer,
on reflection, from an implication
that there may be other people to
consider. Unless it is evident who
might also need to be considered,
and we cannot think of any, we
suggest the deletion of “such as” to
make this more definitive.
Further the “in addition to” is
inelegant.

R510.10

We recommend that the two subbullets under (b) are merged into
one and presented as (b).

R524.6

Senior or Managing Partner is the
more common term used in firms
(although Chief Executive may be
used). We recommend reverting to
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the language in the extant code.
This would also then be consistent
with the term used in the definition of
“audit team”.
Definitions
Acceptable level

We note that the phrase “weighing
all
the
specific
facts
and
circumstances available to the
professional accountant at the time”
has been moved to the definition of
a “reasonable and informed third
party”. While we can see the logic
of including this in the latter, we
wonder if the definition of
“acceptable level” is deficient, not
least because it requires a cross
reference to another definition.
We have provided comments on this
in our response to the Board’s ED on
Safeguards and would ask the
Board to consider those comments.

Reasonable and
informed third
party

This has in effect been expanded
from the current code to include
facts and circumstances that the PA
“or could reasonably be expected to
know”. We have commented on this
in our response to the ED on
Safeguards.
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RSM UK*

Accounting Firms

It is always difficult to express often quite complex concepts in plain English but the revised Code is a credit
to those who have drafted it. It should lend itself quite readily to translation and to the day-to-day usefulness
to practitioners and others who are English-speaking.

SAICA

Member Bodies
and Other
Professional
Organizations

The language of R403.7 (d) could be further simplified, suggested change:

43.

Currently reads
The firm shall document:
(d) The reasons why the previous and current interests and relationships do not create threats that would
remain so significant that objectivity would be compromised.”
Suggested simplified wording:
The firm shall document:
(d) The reasons why the previous and current interests and relationships do not create significant threats that
would compromise objectivity.

44.

Regarding restructured sections 510.3 ; 511.2 and 520.2 these sections all contain the words “…for the
purpose of determining whether such an interest is material to an individual, the combined net worth of the
individual and the individuals immediate family members may be taken into account”
Consider removing the repetitious language and state the following in a new sentence:
Suggestion:
In determining whether an interest is material to an individual in terms of sections 510.3; 511.2 and 520.2, the
combined net worth of the individual and the individuals immediate family members may be taken into account.
The reading of the below section, in our view, does not flow well:
R510.5 A direct financial interest or a material indirect financial interest in the audit client shall not be held by:
R510.5 (d) Any other partner or managerial employee who provides non-audit services to the audit client,
except for any whose involvement is minimal, or any of their immediate family.
Suggest the following improved flow to replace the above
R510.5 (d) Any other partner or managerial employee, or any of their immediate family, who provides nonaudit services to the audit client, except for any whose involvement is minimal.
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SAICA would like to request further clarity regarding the below: 410.1 410.7 and R410.7 Words used in these
paragraph include :
410.1 “Fees from an audit client remain unpaid for a long time”:;
410.7 “significant part of fees”; and
R410.7 “generally appropriate for the firm to require payment”
These terms may obscure clarity, as was indicated on the map provided with the ED these terms do give the
PA more flexibility in applying their judgement. We do envision regulators and PA’s, will want to understand
these terms more clearly IESBA may want to consider providing further application guidance to assist in terms
of applying and enforcing these sections of the Code.

SCM

Regulators and
Oversight
Authorities

In this regard, the AOB has no objection to the proposed changes outlined in the exposure draft on improving
the structure of the Code.

SMPC

Member Bodies
and Other
Professional
Organizations

We believe that the work undertaken to increase the clarity of the language will help the understandability of
the Code, in particular the simpler and shorter sentences and increased use of the active voice. The length
and complexity of some of the sentences in the Code has caused difficulties for some SMPs and makes
comprehension and translation difficult.

45.

46.

It may be understood from paragraph R100.3 that in certain circumstances some provisions are not applicable
when laws or regulations preclude an accountant from complying with certain requirements. However, we
believe this could be made clearer.
SRA

Accounting Firms

We concur with the text, proposed in the ED, with the following remarks. We understand that it is considered
to make separate provisions in the Code for professional accountants serving PIE’s and non-PIE’s. We do not
support such a division in the provisions in the Code. In our view the Code should be the same for both
categories of professional accountants.

UK

Regulators and
Oversight
Authorities

Whilst in general we believe the current project has resulted in improvements to the clarity of language used
in the Code we do have some concerns about the completeness and precision of some of the key terms being
used. This is particularly the case in respect of the use of such language as ‘audit firm’, ‘audit team member’
and ‘audit client’. The FRC has been revising the Ethical Standard for auditors in the UK and Ireland, and has

47.

48.

FRC
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been focused on ensuring that our language is clearer and more precise. Specifically in respect of ‘audit team’
in revising our Ethical Standard, we have allowed for a broader and more flexible definition of individuals who
may be in a position to influence the conduct or outcome of an audit. This better reflects, in our view, the
complexity of organisation and influence within audit firms. We would therefore suggest that IESBA considers
how it defines each of these terms, and specifically in respect of the current glossary definition of audit team
remove references to individuals in a position to ‘directly influence’ the outcome of an engagement. This will
help address the risk that an ability to influence is seen purely as a structural consideration (related to the
position of an individual in a firm), whereas instead the assessment should be driven by a consideration which
captures all of those who have the ability to influence and are relevant to the engagement.

49.

50.

VRC

Preparer of
Financial
Statements

The VRC reviewed the ED ‘Improving the Structure of the Code of Ethics for Professional Accountants
Phase I’. The VRC supports the ED and has no objections or further comments.

WPK

Member Bodies
and Other
Professional
Organizations

We support the improvement of the clarity of the language.
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Question 1(f) – Refinements to the Code: Navigability
Refinements to the Code
1.

Do you agree with the proposals, or do you have any suggestions for further improvement to the material in the ED, particularly with regard to:
(f)

The navigability of the Code, including:
(i)

Numbering and layout of the sections;

(ii)

Suggestions for future electronic enhancements; and

(iii)

Suggestions for future tools?

Note: Members of the Monitoring Group are shown in bold below.
#

Source

Stakeholder
Category

Detailed Comment

AAT

Member Bodies
and Other
Professional
Organizations

3.7.

The development of the guide on how to use this code is an excellent idea as this sign posts accountants
to various sections.
(i)

AAT agrees that the numbering convention used is sensible. It’s a simple way to sign post the
accountants to relevant sections and makes it easier to read and digest.

(ii)

AAT welcomes the introduction of an electronic version of the Code. AAT sees no distinction
between an online version, and a pdf version, both of which should contain exactly the same
provisions. An electronic version of the Code would bring to life the proposed restructure as
proposed, providing a platform for the guidance to interactively support the requirements. This
would be welcomed by professional accountants and provide demarcation lines as to where
requirements stop and guidance starts. This would also help reach another demographic as the
use of technology has increased; therefore it is only right that the code of ethics keeps up with
this demand.

(iii)

AAT thinks the matrix tool is an innovative idea. AAT believes various tools and avenues should
be used in making this more accessible, readable and digestible. One example could be
diagnostic tests to help the accountant check their own understanding.

1.
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(iv)

ACCA

Member Bodies
and Other
Professional
Organizations

AAT would welcome the way the restructure has made it more easier to navigate through which
improves both visibility and enforceability of the Code .It makes it easier to be relied on from other
third parties such as other regulators.

(i)

As already stated, the use of ‘R’ to denote a requirement is an improvement to clarity, although we
believe that navigation of the Code would be enhanced if this this was used as a suffix, rather than a
prefix. We would also prefer that the ‘A’ suffix for application material is not used, as it would impede
usability more than enhancing it. The use of appropriate cross-referencing helps to reduce the length
of the Code, and so improves clarity, and clear and simple paragraph numbering makes crossreferencing more effective.

(ii)

While it is important to think ahead, we believe that the primary source of the Code should be a paper
(or pdf) version. Indeed, in some jurisdictions it is necessary to have a paper/pdf version as the official
version for publication. We believe that the proposed new structure of the Code would help position
the Code for electronic enhancements to navigability. However, it is more important to have a Code
that has broad application, achieved through a ‘think small first’ approach, by which the principles are
made clear to individual professional accountants, and then applied to firms and specific situations
through a principles-based understanding.

2.

In the future, it would be possible to develop an electronic version with features to enhance usability, including
windows or ‘hover text’ to instantly provide definitions and highlight cross-references.

AIA
3.

Member Bodies
and Other
Professional
Organizations

(iii)

The preparation of tools to assist users of the Code would be welcomed. These might include, for
example, lists of frequently asked questions, the guide to the Code, case studies and other examples
to aid understandability. Examples and case studies can also help make the Code more relevant to
specific users such as SMPs, auditors of PIEs and others. The IESBA might also signpost professional
accountants to additional learning resources including, for example, webinars and videos.

(i)

The ideas to improve navigability through numbering and layout of sections appear sensible although
we would prefer that the use of sub sections numbering be kept to a minimum. In our opinion the use
of such numbering can reduce readability by disrupting the flow of information and artificially breaking
up ideas to a level of disaggregation that compromises the ability of the reader to follow the discussion.
We would be in favour of the inclusion of side headings with the numbering system to signpost the
reader more clearly and to either use the numbers more sparingly or refrain from the use of such short
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(one sentence in places) paragraphs. In its current format the relative importance of paragraphs within
sections is not supported by the numbering system adopted.

AICPA

Member Bodies
and Other
Professional
Organizations

(ii)

We are very supportive of electronic enhancements being used to navigate the reader through all of
the material of the Code. It will be helpful to allow users to directly access key areas of the Code and
to link key ideas together. We would be very happy to comment on the usefulness and navigability of
any electronic versions of the Code as they are piloted.

(iii)

Within the navigability of the Code, we would be very supportive of the use of visual aids, including
colour coding for sections and repetition of key ideas and summary sections in different styles from
the main text. We would also like to see the Code brought to life through the use of quotes from the
profession and its practitioners to promote the importance of this to the everyday working life of the
professional. It might be possible to insert video links to short debates regarding application of the
code and case study vignettes to bring this to vary the communication medium and provide different
methods for professionals to access the information.

We note the following:
(i)

No, we do not agree with the proposals with regard to the numbering of the sections. Specifically, the
format used for numbering the sections could be more intuitive. For example, the citation numbering
system for the AICPA Code is as follows: “ET section X.XXX.XXX.” The single digit that begins the
citation identifies in which part the content resides. Accordingly, content from the preface begins with
the single digit 0.XXX.XXX, whereas content for part 1 begins with a 1.XXX.XXX, part 2 with a
2.XXX.XXX, and part 3 with a 3.XXX.XXX. Next are two sets of three digit numbers that identify the
topics and, when applicable, subtopics or sections. We believe this numbering system facilitates
research and expansion of the AICPA Code of Professional Conduct when new subtopics or sections
are created and adopted.

(ii)

We fully support the IESBA’s initiative of an electronic version of the Code. The AICPA recently
released an electronic version of the AICPA Code with enhanced functionality and search features.
We would encourage the Board to ensure that any enhancements include advanced search
capabilities and allow the user to bookmark and use other personalized tools. We would be happy to
discuss the tools and features recently implemented in the electronic version of the AICPA Code with
the Board

4.
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(iii)

APESB

National
Standard Setters

We believe it might be helpful to develop a tool to assist professional accountants and firms with
applying and documenting the conceptual framework approach. The AICPA has recently issued such
a tool that we would be happy to discuss with the Board.

Subject to our specific comments below, APESB is supportive of the Structure ED as the restructured format
is easier to read, understand and comprehend. We believe that the restructured format will assist professional
accountants to more easily understand and implement the Code when performing professional activities for a
client or an employer.
(i)

Adopting a simpler sequential numerical numbering system
APESB is of the view that the alpha-numerical referencing proposed by the IESBA is complex and
cumbersome. The long numbering system may cause difficulties when professional accountants need
to cross-reference their policies and procedures with the requirements of the Code.
In conjunction with our recommendation in specific matters 1(b), the IESBA could consider adopting a
shorter and simpler sequential numerical system for both requirements and application material based
on the existing approach applied in the extant Code, IAASB, IFRS and APESB standards.

5.

Layout of the sections
APESB supports reversing the order of extant Part B PA in Public Practice and extant Part C PA in
Business as this will allow section 200 (relating to professional accountants in business) to be presented
first and followed by sections 300 to 900 (relating to professional accountants in public practice).
Consequently, the auditor independence provisions (sections 400 to 900) can be presented at the end
of the Code. Thus, we agree that the extant Part C is better positioned after Part A as it will then
encourage and facilitate its use by professional accountants in business.
APESB respectfully raises the following recommendation for IESBA’s consideration:
Classifying the International Independence Standards as a new Part D
The auditor independence provisions (proposed Parts C1 and C2 are approximately 92 out of 160 pages
of the extant Code) is a major component of the Code. However, these provisions impact a minority of
professional accountants in public practice as compared to other provisions in Part C that impact all
professional accountants in public practice.
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Thus, APESB proposes that the IESBA clearly distinguish section 300 (Part C) from the International
Independence Standards by classifying these Independence standards as Part D comprising sections
400-900:
Part D – International Independence Standards
o

D1 – Independence – Audit and Review Engagements

o

D2 – Independence – Other Assurance Engagements

It would be logical to have a separate part for the auditor Independence standards due to the following:
•

it comprises a significant number of sections (i.e. 400 to 900) as compared to Parts A and B that
only comprise sections 100 and 200;

•

it only impacts professional accountants in public practice who are auditors; and

•

it will place more prominence on the auditor Independence requirements.

Linking Independence with fundamental principles and professional scepticism
Independence is a fundamental component in complying with the Code’s fundamental principles of
Integrity and Objectivity, as these are the key principles to consider and must be applied with a
significant level of professional scepticism when providing an assurance service. APESB is concerned
that moving the Independence standards to the end of the Code may be viewed as detaching
Independence from the fundamental principles. Thus, we are of the view that the importance of
Independence may be better highlighted by drawing more attention to the linkage between
Independence and the Code’s fundamental principles (i.e. Integrity and Objectivity) such as:
•

creating electronic linkages or cross references to both subsections 111 Integrity and 112
Objectivity;

•

including guidance on Independence within subsection 111 in a similar manner to paragraph
112.3 A1; and

•

including fundamental principle of Integrity in no.3 of the Guide and paragraph 400.1.

Ensuring the Ethical Conflict Resolution guidance is appropriately located within the Code
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APESB notes that substantial parts in subsection Ethical Conflict Resolution (paragraphs 100.19 to
100.24 of the extant Code) have been removed. These paragraphs have been summarised significantly
and included in the Guide as paragraphs 11 and 12 under the subsection Exceptional Circumstances.
We believe that this relocation is inappropriate as the purpose of the Guide is to assist professional
accountants to navigate the Code. It should not contain the Code’s requirements and application
material and thus will not have equal authority as a mandatory requirement that is included in Part A of
the Code. APESB is of the view that the extant section Ethical Conflict Resolution is better placed within
the body of the Code (e.g. Section 120).
Additionally, we are of the view that the removal of the factors to consider in the conflict resolution
process is inappropriate, as these factors assist professional accountants to identify, evaluate and
respond to threats to compliance with the fundamental principles.
Furthermore, in Australia, APESB has provided further guidance to professional accountants in
business in dealing with the ethical issues they may encounter in the workplace 2 by issuing Guidance
Note 40 Ethical Conflicts in the Workplace – Considerations for Members in Business.
Accordingly, we suggest that the IESBA considers reinstating the key factors to consider in the Ethical
Conflict Resolution process in section 120 as they assist professional accountants to:
•

apply the Conceptual Framework to identify, evaluate and address ethical issues; and

•

respond to Non-Compliance with Laws and Regulations (NOCLAR) or suspected NOCLAR.

Relocating the Glossary to be after the Guide
APESB recommends that the Glossary is relocated to be positioned after the Guide as most standard
setters and legislators provide the definitions at the beginning of a document rather than at the end.
Other editorials
APESB notes the following editorials for the IESBA’s considerations:
•

2

Paragraph 400.4 includes a cross-reference to section 300.2 A10 that appears to be incorrect.
The reference should be to section 300.2 A9.

Accounting Professional & Ethical Standards Board. APES GN 40 Ethical Conflicts in the Workplace-Considerations for Members in Business: October 2015. Section 4 Conceptual
framework approach: Page 5.
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•

The term ‘professional’ is used multiple times in the Code when referring to roles on audit teams.
In order to improve the clarity of the Code, APESB recommends that the IESBA considers
explicitly stating ‘audit team member’ rather than ‘professional’ in the following paragraphs: 521.3
A1, 521.3 A2, 521.4 A1, 521.5 A1, 521.5 A2 and 522.3 A2.

•

Paragraph 300.3 A2 appears to duplicate the last sentence in paragraph R300.3. Accordingly,
APESB believes that paragraph 300.3 A2 should be deleted.

(ii)

APESB notes that the current search function in the Code (PDF version) is useful. We are supportive
of the IESBA developing the proposed filtering options, further enhancements to the navigability of the
current electronic Code and to electronically link the defined terms in the body of the Glossary to the
Code.

(iii)

APESB is supportive of the IESBA developing the proposed future tools such as the matrix summarising
various financial relationships for different individual categories (audit team member, immediate family
member) or entity (firm or network firm); and a summary reference to documentation of requirements
and application material.

Assirevi

Member Bodies
and Other
Professional
Organizations

N/A

BDO*

Accounting Firms

•

We agree that the proposals improve the navigability of the restructured Code through the numbering
and layout of the sections.

•

We do not have any suggestions for future electronic enhancements.

•

We would appreciate if in future, an app could be developed to allow the restructured Code to be used
easily on a smartphone or tablet.

6.

7.

CAANZ
8.

Detailed Comment

Member Bodies
and Other
Professional
Organizations

Please refer to our response to b) above.
We believe the Code can be made easier to navigate by
•
including cross referencing, particularly between Part C and the Fundamental Principles and the
Conceptual Framework, in an electronic version, this should include using hyperlinks, and
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•

making it clear what terms are defined within the Glossary, this could be achieved by using
hyperlinks, font variations or other commonly used conventions.

Within the Code the requirements in respect of public interest entities (“PIEs”) and non-PIEs can vary,
particularly in regards to auditor independence. A useful tool for professional accountants, particularly those
in small to medium sized practices, would be a document summarising the specific requirements for audits of
PIEs.
CHI

Accounting Firms

The Code has to be supported by relevant resources that assist practical application and professional
education. Online resources and webinars are needed. These have to be practical in approach, using case
studies and examples. Accountants from business and practice should be involved in the preparation of these
resources to help them reflect real situations that are encountered.

CIMA

Member Bodies
and Other
Professional
Organizations

We have no comment on this question.

CPA
Canada

Member Bodies
and Other
Professional
Organizations

The navigability of the Code, including:

9.

10.

i.

A mixed response to the numbering system was received with some finding it less than ideal but
overall the layout was found to be functional.
We suggest that a numbering protocol be adopted whereby a consistent set of numbers is reserved
in every section for “country use” so that as countries adopt the IESBA Code they will have the
flexibility to tailor/add to sections in specific reference to their country’s potential needs. Such a
numbering protocol would likely enhance the adoptability of the Code and ensure its flexibility for
future and at present, unknown, needs.

11.
ii.

Generally, we believe that there are tremendous opportunities to be garnered from the digital IESBA
Code. It was noted that an understanding will be needed of the IP requirements as countries will need
their version of the IESBA Code to be available to their professional accountants on their own
accounting bodies’ websites. Functionalities such as bolding of defined terms and the suitability of the
header in an electronic format were raised for consideration.
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iii.

CPAA

Member Bodies
and Other
Professional
Organizations

Beyond hyperlinking the document for the index and glossary, for example, it was felt that the most
important suggestion was for the IESBA Code to be searchable by word. In addition, a concordance
of amendments and electronic archives would be critically important to the users of the Code as
changes are invariably made in the future.

The navigability of the Code, including:
(i)

We find the numbering more complex than that in the extant Code, so we do not think it supports the
objectives of the project. We are of the view that the entire content of the Code is a requirement and
professional accountants should be familiar with all of its content so we do not support distinguishing
requirements from application.
We urge IESBA to consider a new structure for the Code that contains a section for all professional
accountants, thus merging extant parts A and C and a section that addresses specific requirements
for public practitioners and independence for audit and review engagements. This will be appropriate
for a number of reasons:

12.

•

Public practitioners face the threats and circumstances addressed in extant part C as employees
or in their interactions with the firm.

•

The term ‘Members in Business’ does not reflect its meaning and therefore impedes
understandability and application. If the proposed division between professional accountants in
public practice and the rest is to be retained, we suggest that the term ‘professional accountants
in business’ is replaced with ‘professional accountants in organisations’ – thus distinguishing from
professional accountants in firms. Similarly, the expression ‘professional or business’, which is
used in the extant code in relationships or judgements would need to be revised. We suggest
that the term ‘professional’ is adequate to describe judgements and professionals, as it relates to
the professional accountant, regardless of context, and judgements made by any professional
accountant are professional judgements.

•

The newly developed parts of the Code addressing presentation of information and pressure to
breach the fundamental principles is of relevance and importance to all professional accountants.

•

The interaction between, firm, network firm and professional accountant and the applicability and
responsibility for compliance could be addressed with more ease and efficiency. The section that
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applies to all professional accountants can then refer to professional accountants, while the
section that addresses public practice could make the necessary distinctions.

13.

14.

(ii)

CPA Australia believes that the Code should be available in multiple formats to accommodate different
users and usage. However, we note that flexibility of format is crucial at the national or local jurisdiction
level. Professional accountants use the Code adopted locally rather than the IESBA version, as is
the case in Australia with APES 110 Code of Ethics for Professional Accountants.

(iii)

As mentioned, CPA Australia’s experience indicates that tools are more appropriately developed at
the local level so they can be tailored to the specific needs. CPA Australia has developed an overview
tool for the extant Code as adopted in Australia and we intent to provide more resources and tools
when the restructured Code is issued. 1

DSF
Juvenal

Individual

Yes. I agree with navigability of the Code include numbering and layout of the sections; suggestions for future
electronic enhancements; and suggestions for future tools, in this fact, the internal control and audit are
fundamental to development tools to attend transparency in this application.

DTTL*

Accounting Firms

We have provided comments and feedback below on the specific questions posed by the Board, however
we cannot provide agreement or otherwise with the proposals until we can consider a complete restructured
Code. There are many significant changes proposed which are contingent on other projects. For example, in
the restructured Section 310, which forms part of this ED, the concept of the reasonable and informed third
party has been removed even though the safeguards project has not completed its work on the conceptual
framework.
We would consider it more helpful to navigate the Code by including the Glossary at the front rather than then
end.
We note that the numbering has become very complicated, though we are at a loss to suggest an
improvement. For example the requirement in paragraph R510.11(d)(ii) and the application guidance in 510.11
A1 are hard paragraph numbers to distinguish.
As mentioned in our response to the Consultation Paper, it would be helpful to include each Basis for
Conclusion in an appendix to aid the reader with interpretation of the Code.

1

The overview of the Code can be accessed at: www.cpaaustralia.com.au/professional-resources/ethics/apes/overview
Supplement 4 to Agenda Item 3
Page 140 of 274

Supplement 4 to Agenda Item 3 Structure ED-1 – Compilation of Specific Comments
IESBA Meeting (September 2016)

#

Source

Stakeholder
Category

Detailed Comment

EYG

Accounting Firms

We believe the navigability of the proposed restructured Code is good and believe the numbering and layout
of the sections makes sense. We consider a pdf text version with easy navigation (e.g. active links from the
table of contents to applicable sections) as imperative.

FAR

Member Bodies
and Other
Professional
Organizations

The navigability of the Code, including

15.

(i)

FAR would like to take the opp01tunity to point out that amendments of the Code should not, as is the
current practice, result in renumbering the consecutive paragraphs. This practice causes a lot of
unnecessary confusion, since when reference is made to the number of a paragraph one cannot be
sure that the content of the paragraph was the same in the past and will be the same in the future.
When amendments are made this should not result in renumbering the paragraphs.

16.

FEE

17.

FAR fmds [sic] the new numbering and layout of the sections adequate. However, FAR does not
agree with the solution of having different positions for the Rs (for requirements) and the As (for
application material) in the numbers of the respective paragraphs. In FAR's opinion, this adds to an
overall impression of complexity that is not warranted. FAR finds that the As should be placed as the
Rs: before the number of the paragraph, not in the middle.

Member Bodies
and Other
Professional
Organizations

(ii)

As far as FAR can tell, the proposed layout will work well for digital publication. Solutions for different
adaptable searches would be helpful tools for electronic enhancement, for instance search for all
guidance related to a particular threat, fundamental principle or situation, or searches that only include
guidance that apply to PJEs/non-PIEs in a certain context.

(iii)

FAR finds that case studies or examples would be useful tools to provide guidance on how to use the
Code in practice.

The navigability of the Code, including:
i.

The new numbering convention is confusing as there are three types of numbering according to the
nature of the provision, namely for introduction, requirements, and application material. This
numbering convention can also be an obstacle for a clear reference to a certain provision, therefore
harming the objective of enhancing the usability of the Code.
Additionally, the link between the general independence requirement included in section 400 and the
specific requirements included in section 410 and further need to be explained. It should be clear how
the specific independence requirements all derive from the general rule to be independent.
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ii.

There are certain jurisdictions in which it is necessary for a paper/pdf version of the Code to be
published in the official journal of the relevant ministry. Therefore, any electronic version of the Code
should always be accompanied by a usable paper/pdf version. Enhanced user-friendliness, although
of vital importance, should not come at the expense of implementation.
As stated in the general comments, it would also be very useful to distinguish between provisions
applicable to PIEs and non-PIEs in the proposed Parts B and C of the Code. This distinction could
help make the provisions of the Code more understandable to SMPs and can be easily implemented
with a proper electronic tool.
Despite the efforts made, there is still room for improvement to make clear to SMPs what provisions
of the Code are applicable to them or not.

iii.

FSR

Member Bodies
and Other
Professional
Organizations

18.

GAO
19.

Public Sector
Organizations

The Federation suggests that IESBA develop case studies or examples on how to use the restructured
Code. Some guidance on the thought process that needs to take place in specific situations would
also be very helpful for practitioners. This could be done via frequently asked questions, interactive
training materials, webinars, etc.

The navigability of the Code, including:
(i)

We are of the view that the new numbering convention could be confusing as there are three types of
numbering according to the ‘nature’ of the pro vision, i.e., for introduction, requirements and
application material.

(ii)

There are certain jurisdictions in which it is necessary for a paper/pdf ver sion of the Code to be
published in the official journal of the relevant min istry. We believe, therefore, that any electronic
version of the Code should always be accompanied by a usable paper/pdf version. Enhanced userfriendliness, although of vital importance, should not come at the expense of implementation.

(iii)

N/A

We agree with the proposals in the restructured Code and believe that they would enhance the
understandability and usability of the Code. Because of the volume of material in the exposure draft, we
suggest that the IESBA also label each page in the restructured Code with its respective part number or title
and section number or title. In the extant Code, each page is labeled with the part number or title (e.g., Part
A, C1, Glossary) on its margin and the section number or title (e.g., Section 290) on the bottom of the page.
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Labeling the restructured Code in such a manner would further assist professional accountants who are
researching or referencing particular requirements and application material.

GTI*

Accounting Firms

20.

i.

GTIL agrees that the proposed numbering and layout of the sections will make the Code more
navigable.

ii.

We have no comments or suggestions for future electronic enhancements to the Code.

iii.

We have no comments or suggestions for future tools.

HKICPA

Member Bodies
and Other
Professional
Organizations

N/A

ICAB

Member Bodies
and Other
Professional
Organizations

Yes, we agree with the proposals with regard to the aspects as mentioned above.

ICAEW

Member Bodies
and Other
Professional
Organizations

19.

The printed version does not highlight defined terms.

20.

We think the structure of Section 310 could be improved further. It seems logical to consider disclosure
of the conflict prior to assessing safeguards.

21.

Paragraph 112.2 A1 gives an example of a threat despite these not being defined until paragraph
120.5.A2. It might be better to remove this example. Paragraph 112.3 A1 describes independence as
a measure of objectivity. We would question this. There is a relationship between the two and they do
interact, just not like this. One can demonstrate that one is independent if one can show freedom from
external relationships and circumstances that might influence them. Perception and outcomes are just
as important as mind-set. Objectivity (freedom from undue bias) on the other hand is entirely
deontological; we are looking purely at the motives for a particular action or inaction. One can
therefore be independent without being objective and vice versa.

22.

Furthermore this links directly to our point in paragraph 13 about the primary purpose of a code being
to guide correct behaviour. Given that independence requirements tend to about demonstrating

21.

22.

23.
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compliance it is important to keep them conceptually separate from practical guidance on objectivity,
which seeks to achieve a different outcome being correct behaviour.
23.

We support the development of an enhanced electronic code, provided the print version is also well
thought through.

24.

Training tools are always a welcome resource, preferably as interactive as possible.

Member Bodies
and Other
Professional
Organizations

(i)

The numbering is very much simplified.

(ii)

Possibly hyper-links in the document when referring to a different section,

(iii)

The Board should consider online access to the document.

ICAS

Member Bodies
and Other
Professional
Organizations

N/A

IDW

Member Bodies
and Other
Professional
Organizations

i.

ICAG
24.

25.

We also believe that, in taking this project forward, the IESBA should in some way highlight provisions
that relate only to certain types of engagement or situation; specifically provisions relevant only to
PIEs.

26.

We reserve further comments until an ED showing the entire Code in restructured format is available.
ii.

We do not have further suggestions.

iii.

Non-authoritative material such as noted for further consideration may be useful in facilitating the
Code’s adoption, effective implementation, consistent application and enforcement. Experience at the
IAASB has shown that staff papers etc. or publications by other parties may address such needs.

IOSCO

Regulators and
Oversight
Authorities

See Supplement 3 to Agenda Item 3.

IPA

Member Bodies
and Other

N/A

27.

28.

We refer to our comments above.
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Professional
Organizations
IRBA

Regulators and
Oversight
Authorities

29.

30.

ISCA

Member Bodies
and Other

The navigability of the Code, including:
1.27.

The introduction of the diagram detailing how the various parts of the Code fit together helps the user
to understand the layout.

1.28.

The numbering format is simple, clear and similar to other standards and codes that may be familiar
to the user.

1.29.

We have the following suggestions when introducing a Web-based Code:
•

A refined search function;

•

Hyperlinks to the definitions;

•

Hovering over a term for the definition; and

•

A cross-reference to other sections.

1.30.

We would be cautious in recommending the use of the Web-based Code to South African users as it
will not include our local amendments. Other jurisdictions may have similar concerns.

1.31.

We suggest that the proposed future tools will be of more benefit to a broader set of users in
understanding and applying the Code than electronic enhancements to the Web-based Code that,
whilst useful, will only benefit users of the Web-based Code.

1.32.

We welcome the IESBA proposal to introduce tools to assist users with the restructured Code. We
support the introduction of the matrix and a summary of documentation requirements. We suggest
the inclusion of a template to outline a thought process for a user of the Code to identify the threat/s
to independence, more diagrams, interactive questions, and a matrix showing the Code categorised
by the “different stages of an audit.”

1.33.

We believe that these tools will go a long way in helping registered auditors, especially small and
medium practices (SMPs), in understanding and applying the Code.

For ease of reference and quotation, the IESBA could consider using proper numbering reference, such as
(a) or (i) instead of bullet points when examples are listed, for instance in paragraph 112.2 A2.
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Professional
Organizations

Also, the IESBA could consider adding a header or footer to indicate the main parts of the proposed Code
(e.g. “Part C - Professional Accountants in Public Practice”) to make it easier to navigate, given that Parts B
and C in the extant Code have swopped positions in the proposed Code and the majority of users may not be
familiar with the new layout of the proposed Code.

Member Bodies
and Other
Professional
Organizations

We agree the proposals and also provide the following suggestions:
1.
TABLE OF CONTENTS
We propose that all subtitles be included in Table of Contents and the corresponding paragraph
numbers be noted in parenthesis at the end of each subtitle (please refer to the attachment). We
consider that it allows users to refer to the provisions more easily.
2.

Proposed paragraph 400.1
In the footnotes, it is stated that “‘audit client’ includes ‘review client’ and related entities of the audit
client.” However, as the former and the latter are different in nature, we consider that referring to them
in two different sentences is easier to understand. For example, it can be stated that “An ‘audit client’
includes a ‘review client.’ Related entities of an audit client are also included in an ‘audit client.’”

3.
31.

Proposed paragraph 400.4
Although this provision refers to paragraph 300.2 A10, we consider that it should refer to 300.2 A9,
thereby proposing alteration.

4.

From proposed paragraph 401.3 A2 to A9
We propose subheads for each paragraph. This would allow us to understand what guidance is
stipulated in each paragraph easily.
For example, we propose subheads as follows: A2—Profit or Cost Sharing; A3—Within the Structure
Share Common Ownership, Control or Management; A4—Sharing Common Quality Control Policies
and Procedures; A5—Sharing Common Business Strategy; A6—Sharing the Use of Common Brand
Name; and A8—Sharing Significant Part of Professional Resources.

5.

Proposed paragraph R401.4
We understand that this paragraph is for a requirement because of the letter “R.” However, it is not
easy to understand what the requirement is as a sentence including “shall” comes at the end of the
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paragraph. Therefore, we propose to move the sentence including “shall” to the beginning of the
paragraph.
In such a case, for example, the current sentence can be placed at the beginning of the paragraph by
rephrasing it as follows: “The following entities shall determine how to disclose that they are not
network firms when presenting themselves to outside parties.”
(Current proposal)
R401.4 If a firm or a network sells a component of its practice, the sales agreement sometimes provides
that, for a limited period of time, the sold component might continue to use all or part of the name of the firm
or the network, even though it is no longer connected to the firm or the network. In such circumstances,
while the two entities might be practicing under a common name, the facts are such that they do not belong
to a larger structure aimed at cooperation and are therefore not network firms. Those entities shall determine
how to disclose that they are not network firms when presenting themselves to outside parties.
We are proposing the change as follows:
R401.4 The following entities shall determine how to disclose that they are not network firms when
presenting themselves to outside parties. If a firm or a network sells a component of its practice, the sales
agreement sometimes provides that, for a limited period of time, the sold component might continue to use
all or part of the name of the firm or the network, even though it is no longer connected to the firm or the
network. In such circumstances, while the two entities might be practicing under a common name, the facts
are such that they do not belong to a larger structure aimed at cooperation and are therefore not network
firms.
6.

Restructuring of the Code regarding proposed Section 410
In the draft of the proposed Code, there are “Introduction” and “Requirements and Application
Material” for each section (Level 1), some of which are subdivided into groups with titles in italics
(Level 2). If necessary, these groups are further broken into smaller parts, which are differentiated by
using headings in a regular font (Level 3) by each group. For example, in Section 410, the head “Audit
Clients that are Public Interest Entities” is classified as Level 3, as follows, which is a further
subdivision of the Level 2 head “Fees-Relative Size.” In this way of using headings, the levels of the
headings are difficult to see at a first reading. Accordingly, the way of using the headings needs to be
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improved. For example, the style and layout of each level of headings can be reorganized by
changing indents and/ or underlining, for example.
The following is an excerpt from the proposed code associated with Section 410 described above:
Requirements and Application Material（Level 1）
R410.2

A firm shall apply the conceptual framework set out in Section 120 to fees or other
remuneration.

Fees – Relative Size（Level２）
410.3A1 When the total fees generated from an audit client by the firm expressing the audit opinion
represent a large proportion of the total fees of that firm, the dependence on that client and
concern about losing the client creates a self-interest or intimidation threat. The significance
of the threat will depend on factors such as:
・ The operating structure of the firm.
・ Whether the firm is well established or new.
・ The significance of the client qualitatively and/or quantitatively to the firm.
(Omission)
Audit Clients that are Public Interest Entities（Level３）
R410.4

Where an audit client is a public interest entity and, for two consecutive years, the total fees
from the client and its related entities (subject to the considerations in paragraph R400.11)
represent more than 15% of the total fees received by the firm expressing the opinion on the
financial statements of the client, the firm shall

(Omission)
Fees – Overdue（Level２）
R410.7

When a significant part of fees due from an audit client remains unpaid for a long time, the
firm shall determine:
(k) Whether the overdue fees might be equivalent to a loan to the client; and
(l) Whether it is appropriate for the firm to be re-appointed or continue the audit engagement
because of the significance of the overdue fees.
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(The following is omitted)
7.

Numbering and ordering of the sections of the Code
We propose the following three improvements:
(1)

In the draft of the Code, there is only one Section concerning Business Relationships, Section
520; this may not be enough to respond to an increase in the number of the future provisions
properly. Taking into consideration the expanding guidance in the future, we consider that it is
better to leave Sections 520–529 for the provisions of Business Relationships.
Presently, Sections 521–525 are allocated to the following items; each of the items is related to
the provisions responding to the threats arising from employment relationships, which are all
related to employment. Taking the above into consideration, to clarify the relationship among
the provisions, we propose that Sections 530–539 be for the provisions concerning Employment
Relationships, for example, as follows:
ED

(2)

Proposed Amendments

521 Family and Personal Relationships

531 Family and Personal Relationships

522 Recent Service with an Audit Client

532 Recent Service with an Audit Client

523 Serving as a Director or Officer of an
Audit Client

533 Serving as a Director or Officer of an
Audit Client

524 Employment with an Audit Client

534 Employment with an Audit Client

525 Temporary Personnel Assignments

535 Temporary Personnel Assignments

In the draft of the Code, although “Section 511 Loans and Guarantees” includes the provisions
concerning “R511.7 Deposits or Brokerage Accounts,” in light of clearness, we propose to set
another Section for the provisions concerning “Deposits or Brokerage Accounts” to separate from
the provisions of Loans. For example, we propose that another Section called “Other Financial
Interests” be created to include the provisions concerning “Deposits or Brokerage Accounts.” For
now, although there is no other provision concerning financial interests that needs to be moved
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to that Section, there is a possibility that the provisions concerning insurance and other matters
are added to the Section in the future.
(3)

KICPA

32.

Member Bodies
and Other
Professional
Organizations

Financial Interest is defined as “an interest in an equity or other security, debenture, loan or other
debt instrument of an entity.” Meanwhile, the provisions for financial interests from R510.5 in
Section 510 are mostly related to direct and indirect financial interests. On the other hand, “Loans
and Guarantees” that is included in financial interests by definition is prescribed in Section 511,
separating from Section 510. To match the title of the Section with its content, we propose that
the overall provisions concerning financial interests be included in Section 510 and that the
provisions concerning direct and indirect financial interests be included in a new section, Section
511, for example. In such a case, the provisions of “Loans and Guarantees” shall be included in
Section 512.

Please refer to the above general comments. We believe the Code improves when it comes to its clarity,
understandability, and navigability. Placing different paragraph numbering to distinguish requirements from
application material in this propped ED enhances their separation, respectively, in addition to their
understandability.
As for the paragraph numbering, we suggest the Board consider making the paragraph numbering simpler by
identifying each of them as 1, 2 … in their respective section, just as ISAs, instead of 300.1, 300.2…

KPMG*

33.

Accounting Firms

We believe that the restructured Code improves the understandability, specifically with reference to the
relationship between the requirements and the corresponding application material. The Guide to the Code
does provide a useful overview of how the Code is to be used and the structure. We do wonder whether some
of the material currently included in the Guide is more appropriately contained in Part A of the Code – for
example, paragraph 6 reads more as a requirement rather than instructional material on how to use the Code.
Additionally, paragraphs 10 and 11 under the subsection “Exceptional Circumstances” are an important
direction for professional accountants that are most probably better suited to be included in Part A of the Code
(e.g. section 100 Compliance with the Code) rather than in a section that may not be frequently referenced
and may not be considered by some to be part of the Code itself and, accordingly, the importance of such
paragraphs diminished.
While we believe that the separation of the requirements from the application material and labelling the
requirements with an “R” does help to enhance the prominence and clarity of what is required from other
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material, we believe using bold text or some other mechanism to highlight the requirements (e.g. shaded
boxes) would further enhance the separation of requirements from application and other material, which in
turn should assist with usability and further clarity.
While we continue to be supportive of the need to re-affirm the need for a professional accountant to comply
with the Conceptual Framework, we question the value of repeating this statement at the top of every page in
the Code.
We feel it would be more useful for users to have the Glossary relocated to the front of the Code (e.g. following
the Guide). We also believe that the Board should consider eliminating instances where a term is
defined/explained in the body of the Code and then also included in the Glossary.

MIA

Member Bodies
and Other
Professional
Organizations

The new numbering used enhances the navigability of the Code, especially the inclusion of a new section
“Guide to the Code” and separation of the extant Code into requirements and application materials.

Regulators and
Oversight
Authorities

It is not clear why items 11 and 12 in the proposed Guide to the Code as “Exceptional Circumstances” are not
still included in the Code. We believe that these sections should be within the Code.

NBA

Member Bodies
and Other
Professional
Organizations

N/A

NFCPAA
ROC

Member Bodies
and Other
Professional
Organizations

We agree with the proposals which increase the understandability, clarity and navigability of the Code.

34.

NASBA

35.

36.

37.

We agreed with the suggestions for future electronic enhancements and tools.

Other than the item noted above, we do not have any specific comments regarding the proposals. However,
we noted some changes to the Code for items that were exposed in a previous exposure draft dated December
2015 Exposure Draft on Proposed Revisions Pertaining to Safeguards in the Code—Phase 1. Since
comments were due on that earlier exposure draft March 21, it seems premature of IESBA to make these
changes without having had any review of comments related to those matters.
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NZAuAS
B

National
Standard Setters

The NZAuASB is supportive of re-ordering of parts B and C. Having the independence sections at the end
may be more user friendly as these form the bulk of the Code. However moving independence to the end
may be misinterpreted as separating independence from the fundamental principles. This could be clarified
by linking the fundamental principle of “objectivity” more closely to independence. The NZAuASB considers
that the fundamental principles need to incorporate independence (within the principle of objectivity). Section
C1 refers to “threats to independence”. This is inconsistent with the upfront sections that refer to the threats
to the fundamental principles if independence is not seen as a fundamental principle.
(i)

38.

The NZAuASB considers that indexing of the Code is important to assist with navigation and
recommends that further improvements could be made. Colour coding the different sections may
also be helpful. The NZAuASB considers that the numbering of the sections could be clearer and
simplified. The section numbers mostly go up in 10s but for example section 320 covers Professional
Appointment and Section 321 Second Opinions. Is section 321 a subsection of section 320 or a
completely standalone section? It is entitled a section rather than a subsection? Whereas section
110 dealing with the fundamental principles is then broken down and labelled as subsections 111,
112, etc. 310 covers Conflicts of Interests and NOCLAR will be in section 315. Is there a reason why
this is not 311? The use of these numbers could be clarified in the guide to the Code. The guide
currently states that sections might have subsections dealing with specific aspects of the topic but the
use of numbering may cause some confusion as to whether a section is a subsection or a standalone
section.
The NZAuASB also considers that numbering the independence sections as C1 and C2 could be
clearer. C1 and C2 are part of the section applicable to Professional Accountants in Public Practice
(Part C), labelling them as C1 and C2 is not initially clear. It appears that the Independence sections
are part of the code. However, the explanatory memorandum states that there was support for labelling
and presenting independence sections as standards. The Preface also specifically states that the
international independence standards are included in the Code. It is not clear whether the standards
are to be separate or part of the Code and the NZAuASB recommends that this should be clarified. The
NZAuASB would be supportive of having separate independence standards.
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(ii)

The NZAuASB is supportive of an electronic Code to assist with navigation. It is not immediately clear
from the exposure draft how the reorganisation will assist any electronic features and therefore have
no comments to raise.
The NZAuASB considers that electronic functions may assist to further shorten the applicable code that
an accountant needs to refer to. For example, if a professional accountant had to select a few options
prior to accessing the code, including the type of engagement or work the accountant is performing, an
electronic code could hide irrelevant sections and could use appropriate words for that context. For
example, an assurance practitioner performing a review engagement: an electronic code could replace
the word audit with the word review throughout extant section 290 and could hide extant section 291 as
it is not relevant.
The NZAuASB was not supportive of splitting and repeating the independence sections when section
291 was created, noting that C2 is largely a repeat of C1, and that conceptually being independent in
mind and appearance should not differ based on the type of assurance engagement. Another
enhancement could eliminate the need for both C1 and C2. By selecting audit or review or other
assurance engagement upfront, the duplication could be avoided and any irrelevant sections could be
hidden.

OECFM

Member Bodies
and Other
Professional
Organizations

(iii)

As highlighted above, the NZAuASB is supportive of the IESBA developing a matrix summarising the
types of financial relationships for different categories of individual and believes that this may be very
helpful for practitioners.

(i)

The prohibitions ("shall not") are labelled under the category of "R". In our opinion, a third label "P"
(Prohibition) should be used for the prohibitions because it is related to acts or situations to the respect
of the principles of the Code of Ethics. (Example. "P111.2" instead of "R111.2", "P510.9" instead of
"R510.9"...)

39.

- Paragraphs 10, 11 and 12 of the "Guide to the Code" seem to be "Application materials" if not
"requirements" because they provide approaches and indications. This Guide should be numbered
section "000" for harmonization with the rest of the document and the appropriated classification "R" or
"A" should be inserted in the references of paragraphs 010, 011 and 012.
(ii)

none
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(iii)

none
The numbering and layout of the sections have improved understanding and the flow of the Code.
No comment.
No comment.

PAAB

Regulators and
Oversight
Authorities

i)
ii)
iii)

PKF

Accounting Firms

The uniform structure of introduction, requirements and application aid in navigability allowing users to move
efficiently to the exact content they are looking for.

40.

(i)

Please see our comments on the numbering of the paragraphs in (b) above.
Further, we support a section numbering and layout that enhances navigability. The current application
of sections and sub-sections is however confusing. While Section 110 precedes sub-section 111,112,
etc., the same does not apply to 320, 321, etc. which are all individual sections. This does not make it
obvious to the reader that certain numbers are sub-sections. It is also not clear why the increment
between section numbers is one, five or 10 in certain cases.
We understand the need to reserve certain numbers for future use, but consistency and logic should
prevail. As there are not many subsections, we suggest simply using an increment of 10 between
section numbers, and an increments of one for sub-sections.

41.

PWC*
42.

Accounting Firms

(ii)

The current suggestions for enhancements to the electronic Code are welcomed. In addition to
hyperlinks being included, having examples, illustrative material and the glossary definitions
appearing when hovering over defined terms or requirements may further aid in understanding and
application of the Code.

(iii)

We support the development of the tools suggested in paragraph 24 of the explanatory memorandum
to the ED, particularly the suggested matrix. In addition, we suggest illustrative examples and
frequently asked questions which could be appended to the Code.

We concur that use of an electronic version of the Code can provides users with an enhanced experience and
make is easier to navigate the code. We encourage identification of defined terms and the use of hyperlinks
to terms defined in the glossary to assist the reader.
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While we understand that the Board has decided against the use of bold text for the requirements, we suggest
that other ways of highlighting the requirements in an electronic version might usefully be considered, such
as colour shadowing of the relevant provisions.

RSM UK*

Accounting Firms

We do not discern any particular problems with the revised Code in this regard. We support the intention to
bring the guidance on Conflicts of Interest to a place of prominence (Section 310) and the terms of the new
Requirement at section 310.9.
(i)
(ii)

43.

(iii)
SAICA

Member Bodies
and Other
Professional
Organizations

Whereas we support the new navigability, we find the numbering ponderous and unclear.
We look forward to the creation of an enhanced Search function, enabling users to find a particular
Section or Subsection without the need to look laboriously through the whole Code. And
Perhaps the development of an 'App' for users who work remotely from office or home laptop facilities
might prove helpful.

(i)

Numbering and layout of the sections;

(ii)

Suggestions for future electronic enhancements; and

(iii)

Suggestions for future tools?

Navigability of the Code will finally be enhanced when the code appears in electronic format. It would be ideal
if the electronic version will make provision for highlighting text and allow copying text from the Code.

44.

We agree with the proposals, suggestions for future tools could include highlighting of text by user, and as
stated in the paper, filtering options making the navigation easier to use and more focused on the area the
user is considering at the time
A built-in dictionary might be able to provide further assistance for individuals whose mother tongue is not
English.
SCM

Regulators and
Oversight
Authorities

In this regard, the AOB has no objection to the proposed changes outlined in the exposure draft on improving
the structure of the Code.

SMPC

Member Bodies
and Other

(i)

45.

46.

We have no issues with the proposed numbering, which we believe should be kept simple. We also
agree that reversing the order of extant Part B and Part C is logical. The use of bold text for the
requirement number should also further distinguish the requirements from the application material.
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Professional
Organizations

Cross-referencing the requirements to the related application guidance as proposed is also essential to
mitigate the risk that some users could be drawn more to the requirements, without the benefit of the
separate application material and guidance and therefore have a quite different interpretation from what
is intended.
(ii)

We understand that in the majority of jurisdictions SMPs use a local translation of the Code, which has
been tailored to their national jurisdiction. The Code on the IESBA website may therefore not be the
prime source used by practitioners. In addition, some accountants may not have the means to use an
electronic Code yet, so a paper based Code is still needed. Nevertheless, we believe that the revised
structure of the
Code would aid further electronic enhancements to assist in navigability. In particular, we support the
terms in the Glossary being electronically linked to the body of the Code.

(iii)

We have previously commented that we disagree with IESBA that there is appropriate separation of
requirements applicable to public interest entities (PIEs) from those applicable to other entities,
especially in respect to auditor independence. We believe that the Board should give this matter further
consideration and highlight provisions relevant only to PIEs, which may be considered as one of the
tools to assist users of the Code. Since not all SMPs have PIEs amongst their clients, this differentiation
would be helpful both to those who are unaffected by more precise or more stringent requirements, as
well as those who may take on new clients that are PIEs. We believe that many professional accountants
in private practice throughout the world would find a clear overview of these differences helpful.
In our response to the Safeguards ED we noted that as part of its future work, the Board plans to
consider whether additional guidance is needed in the Code to explain the differences in the evaluation
of whether a threat is at an acceptable level for a PIE and an entity that is not a PIE. We believe that
this warrants a higher priority by the Board.

SRA
47.

Accounting Firms

We concur with the text, proposed in the ED, with the following remarks. We understand that it is considered
to make separate provisions in the Code for professional accountants serving PIE’s and non-PIE’s. We do not
support such a division in the provisions in the Code. In our view the Code should be the same for both
categories of professional accountants.
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UK

Regulators and
Oversight
Authorities

In our response to the 2014 Consultation Paper on the reorganisation of the Code we did not raise specific
concerns about the navigability of the Code. We did, however, recognise that some stakeholders did find
navigation difficult and were supportive of changes which might distinguish, for example, between
considerations specific to accountants in business and to external auditors. Our overriding concern was that
there should not be too much focus on requirements rather than the ethical principles. We therefore welcome
the introduction of the Guide to the Code for the additional clarity it provides, including the diagrammatic
overview of the different sections of the Code (see our response to question (a)).

FRC

48.

In general we find the Guide provides greater clarity about the structure of the Code, and how it is relevant to
the different circumstances of professional accountants. We also welcome the inclusion of the diagrammatic
Appendix setting out the various components of the Code.
There are examples of subsections where the link with the overall section is either unclear or weak. R 320.7
and 320.7.A1 on ‘Using the Work of an Expert’ for example is included at the end of Section 320 on
‘Professional Appointment’. Arguably this is not closely related, and in addition there is scope for the content
of this subsection to be expanded – it seems at least as important in its own right as section 321 on ‘Second
Opinions’.

49.

50.

VRC

Preparer of
Financial
Statements

The VRC reviewed the ED ‘Improving the Structure of the Code of Ethics for Professional Accountants
Phase I’. The VRC supports the ED and has no objections or further comments.

WPK

Member Bodies
and Other
Professional
Organizations

(i)

We welcome the proposed numbering and layout of the sections. Nevertheless we would like to refer
to our answer to question 1b) above. The different position of ‚R‘ and ‚A‘ might lead to difficulties for
professionals and others with regard to referencing of working papers - especially when electronic
(automated) working paper solutions are in place.

(ii)

We generally welcome electronic enhancements, provided that current formats, such as pdf or similar
formats, are also maintained due to their ‘easy to use’-characteristic.
Especially with a view to SMPs there should be a functionality to hide all provisions ap- plying to PIE to
result in a concise and readable Code for SMPs.
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But it should be considered that any kind of filter functionality might bear the risk that us- ers just look
for requirements that apply to a given circumstance they are facing, and miss the overall requirement
to comply with conceptual framework as such – or at least awareness in this respect may be lost.
(iii)

We have no comments.
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Question 1(g) – Refinements to the Code: Enforceability
Refinements to the Code
1.

Do you agree with the proposals, or do you have any suggestions for further improvement to the material in the ED, particularly with regard to:
(g)

The enforceability of the Code?

Note: Members of the Monitoring Group are shown in bold below.
#

Source

Stakeholder
Category

Detailed Comment

AAT

Member Bodies
and Other
Professional
Organizations

N/A

ACCA

Member Bodies
and Other
Professional
Organizations

We believe that the most important outcome of the project to restructure the Code should be better
understanding of, and compliance with, the Code, in which the fundamental ethical principles and the use of
the conceptual framework to resolve ethical dilemmas are central. Thus, the restructuring project aims to
influence behaviours and mindsets, which is advanced by the removal of independence standards from the
main Code. All professional accountants (including those employed by large organisations) are responsible
for demonstrating and, where appropriate, documenting compliance with the Code. However, the primary
purpose of the Code is not to provide a set of enforceable provisions. This is more appropriate to the
independence standards, within which the enforceable requirements must be carefully identified.
Nevertheless, a clear and streamlined Code makes it easier for regulators to identify cases where a
professional accountant has not shown due regard for the Code’s provisions.

AIA

Member Bodies
and Other
Professional
Organizations

We believe that a principle based Code of Ethics represents the virtues valued by our profession. The virtuous
practitioner is developed within a virtuous profession following virtuous leadership within virtuous
organisations. The enforceability of the Code is therefore not only through sanction or punishment but rather
through the development of a shared view of the fit and proper professional conduct of the accountant. The
developments within this first phase should indeed support such development.

1.

2.

3.
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AICPA

Member Bodies
and Other
Professional
Organizations

While we did not experience any significant issues concerning enforceability of the extant Code, we do believe
that having the requirements at the beginning of each section will enhance enforceability of the Code and
make it easier for users to identify specific requirements.

APESB

Member Bodies
and Other
Professional
Organizations

As outlined in Specific Matters 1(b), APESB is of the view that the enforceability of the Code will be improved
by the proposed restructure.

Assirevi

Member Bodies
and Other
Professional
Organizations

N/A

BDO*

Accounting Firms

We agree that the proposals improve the enforceability of the restructured Code. However, the responsibility
for public accountants to act in the public interest should always be the key focus of the Code (extant and
restructured).

CAANZ

Member Bodies
and Other
Professional
Organizations

In our January 2015 response to the Board’s consultation paper on the Code we noted that we have not
experienced difficulty in enforcing the Code as it currently is written. We do not believe that the re-drafting will
change this.

CHI

Accounting Firms

N/A

CIMA

Member Bodies
and Other
Professional
Organizations

We believe that the introduction of requirements will assist in the enforceability of the Code as it will be clearer
as to the action a professional accountant should consider when encountering a situation that may result in
violation of the Code. This should therefore assist the conduct/disciplinary processes of regulators and the
PAOs.

CPA
Canada

Member Bodies
and Other

As explained under b) above, enforceability issues may result from the delineation made between the
requirements and the application material. We believe that information that is critical to the clear understanding

4.

5.

6.

7.

8.

9.

10.

11.
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Professional
Organizations

of the requirement should not be presented as application material and the application material should not be
used to extend the requirement.
As explained under c) above, enforceability issues may arise due to the required application of the Conceptual
Framework throughout the IESBA Code and defences based on the application of safeguards thereby diluting
the principles and requirements. We believe this will be an issue where jurisdictions are concerned that the
requirements, including the application of safeguards, may not be sufficiently clear to establish when
fundamental principles of ethics have been violated.
We believe that there may be issues in enforceability where the word “shall” has been used in the drafting but
without specifying the obligations of professional accountants. Some examples of this include R320.3, R321.4,
R330.3 and R340.3. The result is that the only requirement is to exercise professional judgment to determine
if there are threats to the Fundamental Principles and whether these threats can be mitigated. Limitations
have therefore not been established and apparent breaches of what should be expected from the
requirements may be difficult for regulators of the profession to act on and enforce because of the use of the
Conceptual Framework as a defence thereby weakening the Fundamental Principles.
We are very supportive of the Fundamental Principles but remain concerned that enforceability will be
compromised through the required application of the Conceptual Framework throughout the IESBA Code.
Effectively, without clear limits or requirements to be adhered to, a professional accountant may apply the
Conceptual Framework without achieving an appropriate outcome and enforcement may be difficult if not
impossible.

CPAA

Member Bodies
and Other
Professional
Organizations

We note that IESBA’s aim for this project is ‘to enhance the understandability and usability of the Code,
thereby facilitating its adoption, effective implementation, consistent application, and enforcement’. So we
understand that enforcement is expected to be the outcome of improved understandability and usability,
though we have not identified any evidence to support this assertion.

DSF
Juvenal

Individual

Yes. I agree with enforceability of the Code.

DTTL*

Accounting Firms

We have provided comments and feedback below on the specific questions posed by the Board, however
we cannot provide agreement or otherwise with the proposals until we can consider a complete restructured

12.

13.
14.
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Code. There are many significant changes proposed which are contingent on other projects. For example, in
the restructured Section 310, which forms part of this ED, the concept of the reasonable and informed third
party has been removed even though the safeguards project has not completed its work on the conceptual
framework.
While separating requirements from application material may make requirements stand out more prominently,
we are not aware of instances where a lack of clarity led to an inability to enforce the Code. Additionally, the
intention of the restructuring project was not to change the meaning of what had been in the extant Code.
Therefore, if there was an issue with enforceability, a mere restructuring will not ultimately address this
concern.

15.

EYG

Accounting Firms

Yes, we believe the restructuring of the Code, particularly the focus on distinguishing requirements from
application material, should enhance the enforceability of the Code.

FAR

Member Bodies
and Other
Professional
Organizations

The efforts that have been made to distinguish between requirements and application material should serve
to make the Code easier to enforce. However, the foremost aim of the Code should be that of providing
guidance for public accountants, not making rules that are easily enforced.

FEE

Member Bodies
and Other
Professional
Organizations

As mentioned above, over time enforceability has become a benchmark to define a standard, sometimes
leading standard-setters to override the actual content of the standard. It is important to distinguish between
the fundamental principles and those principles that may result in standards. The fundamental principles as
currently set out in Part A of the Code primarily address the mind-set and require the professional accountant
to apply a consequent behaviour and to exercise professional judgment. Standards can be derived from such
fundamental principles, but such standards should primarily be designed to provide organisations and
individuals with a framework that allows them to demonstrate and document their compliance with the
requirements (which would also make the standards easier to enforce). As an example, independence can be
seen as a concept derived from the fundamental principles – that can be enforced.

16.

17.

Without losing sight of the importance of enforceability, we believe that the main concern of the Code should
be to address the mind-set and behaviour of the professional accountant instead of promoting mere
compliance with a set of provisions. On the other hand, compliance with each of the requirements does not
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necessarily mean compliance with the fundamental principles and this aspect should be emphasised in this
restructuring exercise.

FSR

Member Bodies
and Other
Professional
Organizations

18.

Over time, enforceability has become a benchmark to define a standard. As previ- ously mentioned we fear
that the restructuring may result in a shift to a more rules-based Code, mainly due to enforceability reasons,
as too much focus is on compliance with rather than application of the Code.
We are of the view that the main concern of the Code should be to address the mind-set and behaviour of the
professional accountant instead of promoting mere compliance with a set of provisions.
A further weakness is the absence of addressing issues of other professionals, e.g. tax advisors and
management consultants, employed in accounting firms. It seems to us a great paradox that much attention
is given to professional accountants in business and almost none to other employees in accounting firms.

GAO

Public Sector
Organizations

We agree with the proposals in the restructured Code and believe that they would enhance the
understandability and usability of the Code. Because of the volume of material in the exposure draft, we
suggest that the IESBA also label each page in the restructured Code with its respective part number or title
and section number or title. In the extant Code, each page is labeled with the part number or title (e.g., Part
A, C1, Glossary) on its margin and the section number or title (e.g., Section 290) on the bottom of the page.
Labeling the restructured Code in such a manner would further assist professional accountants who are
researching or referencing particular requirements and application material.

GTI*

Accounting Firms

GTIL believes by separating the requirements from the guidance and including a requirement to apply the
conceptual framework’s threats and safeguards approach, the Code provides a balanced framework for
Professional Accountants in fulfilling their responsibility to comply with the fundamental principles and to act
in the public interest.

19.

20.

We agree that the restructured Code will be enforceable and promote and facilitate adoption and effective
implementation of the Code in many jurisdictions.
HKICPA
21.

Member Bodies
and Other
Professional
Organizations

N/A
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ICAB

Member Bodies
and Other
Professional
Organizations

Yes, we agree with the proposals with regard to the aspects as mentioned above.

ICAEW

Member Bodies
and Other
Professional
Organizations

25.

ICAG

Member Bodies
and Other
Professional
Organizations

Given the simplicity of the revised Code, enforceability will be enhanced. We expect that voluntary compliance
will increase as a result.

ICAS

Member Bodies
and Other
Professional
Organizations

N/A

IDW

Member Bodies
and Other
Professional
Organizations

The Code needs to be as clear as possible to limit potential for differing interpretations by those applying the
Code and those responsible for its enforcement. We refer to comments elsewhere in this letter in this regard.

IOSCO

Regulators and
Oversight
Authorities

See Supplement 3 to Agenda Item 3.

IPA

Member Bodies
and Other
Professional

In response to point g) above, the Professional Accountant in Public Practice in Australia is required to be
part of the quality review program with their respective membership body involving a peer review being
conducted to ensure compliance with professional and ethical standards as well as other relevant standards.

22.

23.

24.

25.

26.

27.

28.

We believe that distinguishing requirements from other guidance will make the Code easier to adopt
into law and regulations, and in doing so facilitate enforcement by regulators. However, the Code
should be about setting out the right behaviour by professional accountants in the public interest: we
are not convinced that ease of enforceability should be a primary purpose of the restructuring.
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Organizations

Enforceability of the Code is enhanced through the ongoing monitoring and peer review program.
In comparison, the Professional Accountant in Business is not required to be part of the peer review
program and there is no way of monitoring and reinforcing compliance with the conceptual framework.
Further, the Professional Accountant in Business is impacted by other factors outside their control. This
includes the culture of the employer or organisation and laws and regulations imposing obligations which
may not align with the Code. There is an onus on the individual to self-regulate.

IRBA

Regulators and
Oversight
Authorities

1.34.

The proposed restructure should make it simpler to raise findings/charges due to the differentiation
between requirements and application material. However, due to the numerous references to the
conceptual framework in the restructured Code, especially in the requirements, enforceability will be
dependent on the proposed amendments in the Safeguards Project.

1.35.

There are certain phrases or concepts in the Safeguards exposure draft that are unclear and need to
be reconsidered, e.g. “reasonable informed third party”, “acceptable level”, etc. The use of such
phrases/concepts would make uniform application very difficult, and create the likelihood of
unsuccessful enforceability. In light of the IESBA’s commitment to clarity, we ask it to reconsider such
phrases/concepts.

1.36.

We feel that the proposed amendments in the Safeguards exposure draft are insufficient in bringing
the required clarity and allowing for enforceability in the future.

29.

ISCA

Member Bodies
and Other
Professional
Organizations
Chartered
Accountants

N/A

JICPA

Member Bodies
and Other
Professional
Organizations

We agree the proposals and also provide the following suggestions:
1.
TABLE OF CONTENTS

30.

31.
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We propose that all subtitles be included in Table of Contents and the corresponding paragraph
numbers be noted in parenthesis at the end of each subtitle (please refer to the attachment). We
consider that it allows users to refer to the provisions more easily.
2.

Proposed paragraph 400.1
In the footnotes, it is stated that “‘audit client’ includes ‘review client’ and related entities of the audit
client.” However, as the former and the latter are different in nature, we consider that referring to them
in two different sentences is easier to understand. For example, it can be stated that “An ‘audit client’
includes a ‘review client.’ Related entities of an audit client are also included in an ‘audit client.’”

3.

Proposed paragraph 400.4
Although this provision refers to paragraph 300.2 A10, we consider that it should refer to 300.2 A9,
thereby proposing alteration.

4.

From proposed paragraph 401.3 A2 to A9
We propose subheads for each paragraph. This would allow us to understand what guidance is
stipulated in each paragraph easily.
For example, we propose subheads as follows: A2—Profit or Cost Sharing; A3—Within the Structure
Share Common Ownership, Control or Management; A4—Sharing Common Quality Control Policies
and Procedures; A5—Sharing Common Business Strategy; A6—Sharing the Use of Common Brand
Name; and A8—Sharing Significant Part of Professional Resources.

5.

Proposed paragraph R401.4
We understand that this paragraph is for a requirement because of the letter “R.” However, it is not
easy to understand what the requirement is as a sentence including “shall” comes at the end of the
paragraph. Therefore, we propose to move the sentence including “shall” to the beginning of the
paragraph.
In such a case, for example, the current sentence can be placed at the beginning of the paragraph by
rephrasing it as follows: “The following entities shall determine how to disclose that they are not
network firms when presenting themselves to outside parties.”

(Current proposal)
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R401.4 If a firm or a network sells a component of its practice, the sales agreement sometimes provides
that, for a limited period of time, the sold component might continue to use all or part of the name of the firm
or the network, even though it is no longer connected to the firm or the network. In such circumstances,
while the two entities might be practicing under a common name, the facts are such that they do not belong
to a larger structure aimed at cooperation and are therefore not network firms. Those entities shall determine
how to disclose that they are not network firms when presenting themselves to outside parties.
We are proposing the change as follows:
R401.4 The following entities shall determine how to disclose that they are not network firms when
presenting themselves to outside parties. If a firm or a network sells a component of its practice, the sales
agreement sometimes provides that, for a limited period of time, the sold component might continue to use
all or part of the name of the firm or the network, even though it is no longer connected to the firm or the
network. In such circumstances, while the two entities might be practicing under a common name, the facts
are such that they do not belong to a larger structure aimed at cooperation and are therefore not network
firms.
6.

Restructuring of the Code regarding proposed Section 410
In the draft of the proposed Code, there are “Introduction” and “Requirements and Application
Material” for each section (Level 1), some of which are subdivided into groups with titles in italics
(Level 2). If necessary, these groups are further broken into smaller parts, which are differentiated by
using headings in a regular font (Level 3) by each group. For example, in Section 410, the head “Audit
Clients that are Public Interest Entities” is classified as Level 3, as follows, which is a further
subdivision of the Level 2 head “Fees-Relative Size.” In this way of using headings, the levels of the
headings are difficult to see at a first reading. Accordingly, the way of using the headings needs to be
improved. For example, the style and layout of each level of headings can be reorganized by
changing indents and/ or underlining, for example.
The following is an excerpt from the proposed code associated with Section 410 described above:
Requirements and Application Material（Level 1）
R410.2

A firm shall apply the conceptual framework set out in Section 120 to fees or other
remuneration.
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Fees – Relative Size（Level２）
410.3A1 When the total fees generated from an audit client by the firm expressing the audit opinion
represent a large proportion of the total fees of that firm, the dependence on that client and
concern about losing the client creates a self-interest or intimidation threat. The significance
of the threat will depend on factors such as:
・ The operating structure of the firm.
・ Whether the firm is well established or new.
・ The significance of the client qualitatively and/or quantitatively to the firm.
(Omission)
Audit Clients that are Public Interest Entities（Level３）
R410.4

Where an audit client is a public interest entity and, for two consecutive years, the total fees
from the client and its related entities (subject to the considerations in paragraph R400.11)
represent more than 15% of the total fees received by the firm expressing the opinion on the
financial statements of the client, the firm shall

(Omission)
Fees – Overdue（Level２）
R410.7

When a significant part of fees due from an audit client remains unpaid for a long time, the
firm shall determine:
(m) Whether the overdue fees might be equivalent to a loan to the client; and
(n) Whether it is appropriate for the firm to be re-appointed or continue the audit engagement
because of the significance of the overdue fees.

(The following is omitted)
7.

Numbering and ordering of the sections of the Code
We propose the following three improvements:
(1)

In the draft of the Code, there is only one Section concerning Business Relationships, Section
520; this may not be enough to respond to an increase in the number of the future provisions
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properly. Taking into consideration the expanding guidance in the future, we consider that it is
better to leave Sections 520–529 for the provisions of Business Relationships.
Presently, Sections 521–525 are allocated to the following items; each of the items is related to
the provisions responding to the threats arising from employment relationships, which are all
related to employment. Taking the above into consideration, to clarify the relationship among
the provisions, we propose that Sections 530–539 be for the provisions concerning Employment
Relationships, for example, as follows:
ED

Proposed Amendments

521 Family and Personal Relationships

531 Family and Personal Relationships

522 Recent Service with an Audit Client

532 Recent Service with an Audit Client

523 Serving as a Director or Officer of an
Audit Client

533 Serving as a Director or Officer of an
Audit Client

524 Employment with an Audit Client

534 Employment with an Audit Client

525 Temporary Personnel Assignments

535 Temporary Personnel Assignments

(2)

In the draft of the Code, although “Section 511 Loans and Guarantees” includes the provisions
concerning “R511.7 Deposits or Brokerage Accounts,” in light of clearness, we propose to set
another Section for the provisions concerning “Deposits or Brokerage Accounts” to separate from
the provisions of Loans. For example, we propose that another Section called “Other Financial
Interests” be created to include the provisions concerning “Deposits or Brokerage Accounts.” For
now, although there is no other provision concerning financial interests that needs to be moved
to that Section, there is a possibility that the provisions concerning insurance and other matters
are added to the Section in the future.

(3)

Financial Interest is defined as “an interest in an equity or other security, debenture, loan or other
debt instrument of an entity.” Meanwhile, the provisions for financial interests from R510.5 in
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Section 510 are mostly related to direct and indirect financial interests. On the other hand, “Loans
and Guarantees” that is included in financial interests by definition is prescribed in Section 511,
separating from Section 510. To match the title of the Section with its content, we propose that
the overall provisions concerning financial interests be included in Section 510 and that the
provisions concerning direct and indirect financial interests be included in a new section, Section
511, for example. In such a case, the provisions of “Loans and Guarantees” shall be included in
Section 512.

KICPA

32.

Member Bodies
and Other
Professional
Organizations

Please refer to the above general comments. We believe the Code improves when it comes to its clarity,
understandability, and navigability. Placing different paragraph numbering to distinguish requirements from
application material in this propped ED enhances their separation, respectively, in addition to their
understandability.
As for the paragraph numbering, we suggest the Board consider making the paragraph numbering simpler by
identifying each of them as 1, 2 … in their respective section, just as ISAs, instead of 300.1, 300.2…

KPMG*

33.

Accounting Firms

We believe that the restructured Code improves the understandability, specifically with reference to the
relationship between the requirements and the corresponding application material. The Guide to the Code
does provide a useful overview of how the Code is to be used and the structure. We do wonder whether some
of the material currently included in the Guide is more appropriately contained in Part A of the Code – for
example, paragraph 6 reads more as a requirement rather than instructional material on how to use the Code.
Additionally, paragraphs 10 and 11 under the subsection “Exceptional Circumstances” are an important
direction for professional accountants that are most probably better suited to be included in Part A of the Code
(e.g. section 100 Compliance with the Code) rather than in a section that may not be frequently referenced
and may not be considered by some to be part of the Code itself and, accordingly, the importance of such
paragraphs diminished.
While we believe that the separation of the requirements from the application material and labelling the
requirements with an “R” does help to enhance the prominence and clarity of what is required from other
material, we believe using bold text or some other mechanism to highlight the requirements (e.g. shaded
boxes) would further enhance the separation of requirements from application and other material, which in
turn should assist with usability and further clarity.
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While we continue to be supportive of the need to re-affirm the need for a professional accountant to comply
with the Conceptual Framework, we question the value of repeating this statement at the top of every page in
the Code.
We feel it would be more useful for users to have the Glossary relocated to the front of the Code (e.g. following
the Guide). We also believe that the Board should consider eliminating instances where a term is
defined/explained in the body of the Code and then also included in the Glossary.

MIA

Member Bodies
and Other
Professional
Organizations

Notwithstanding that we agree with the separation of the extant Code into requirements and application
materials, it appears that the paragraphs marked with “R” and “A” have different levels of prominence and
hence, regulators may have difficulties in enforcing certain paragraphs of the Code.

NASBA

Regulators and
Oversight
Authorities

It is not clear why items 11 and 12 in the proposed Guide to the Code as “Exceptional Circumstances” are not
still included in the Code. We believe that these sections should be within the Code.

NBA

Member Bodies
and Other
Professional
Organizations

N/A

NFCPAA
ROC

Member Bodies
and Other
Professional
Organizations

We agree with the proposals which increase the understandability, clarity and navigability of the Code.

34.

35.

36.

37.

Other than the item noted above, we do not have any specific comments regarding the proposals. However,
we noted some changes to the Code for items that were exposed in a previous exposure draft dated December
2015 Exposure Draft on Proposed Revisions Pertaining to Safeguards in the Code—Phase 1. Since
comments were due on that earlier exposure draft March 21, it seems premature of IESBA to make these
changes without having had any review of comments related to those matters.
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38.

NZAuAS
B

National
Standard Setters

N/A

OECFM

Member Bodies
and Other
Professional
Organizations

Yes but we should adopt the Code according to the law in force in Madagascar.

PAAB

Regulators and
Oversight
Authorities

Yes. Use of the word "shall" removes ambiguity in terms of enforcing the requirements of the Code which
enables enforceability ,rather than using "may".

PKF

Accounting Firms

A clear, understandable Code greatly enhances understanding and compliance. By extension, enforceability
should then be easier.

PWC*

Accounting Firms

We believe that the clearer identification of requirements may help Regulators and others to enforce the code
but this is primarily a matter for such stakeholders to comment on.

RSM UK*

Accounting Firms

Enforceability has little to do with the content and layout of the Code but with unevenness on the part of
regulators in applying it. Education of users is also an issue and it would be helpful, as part of IESBA's rolling
programme of work in the ethics field if some thought was to be given, particularly to Independence, Integrity
and network issues.

SAICA

Member Bodies
and Other
Professional
Organizations

SAICA agrees with the proposals. It is still principles based, but the requirements provide more clarity on what
the accountant should be doing when complying with the Code. Enforceability of the code is best performed
through regulators and independent professional bodies. There needs to be sufficient publicity of the
enforcement of the Code through the bodies mentioned. Independence is vital to the successful enforcement
of the code.

SCM

Regulators and
Oversight
Authorities

In this regard, the AOB has no objection to the proposed changes outlined in the exposure draft on improving
the structure of the Code.

39.

40.

41.

42.

43.

44.

45.
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SMPC

Member Bodies
and Other
Professional
Organizations

We expect that clarifying ethical requirements and providing guidance material thereto would improve both
professional accountants’ understanding of the actions ethical behavior in accordance with the Code demands
on their part, and that of those responsible for enforceability.

SRA

Accounting Firms

We concur with the text, proposed in the ED, with the following remarks. We understand that it is considered
to make separate provisions in the Code for professional accountants serving PIE’s and non-PIE’s. We do not
support such a division in the provisions in the Code. In our view the Code should be the same for both
categories of professional accountants.

UK

Regulators and
Oversight
Authorities

Some specific sections of the Code could be enhanced to help ensure ethical outcomes are achieved, and
enhance enforceability. We note that the inclusion of material on safeguards is currently in draft form, to be
finalised following the Board’s recent consultation.

46.

47.

FRC

There are also specific sections where the FRC’s Ethical Standard takes a different approach, which we
consider to be more effective. There are numerous sections where the Code states that a circumstance or
transaction ‘might’ create an ethical conflict, others where the Code is prescriptive and states that they ‘shall’.

48.

Sections 340 of the Conceptual Framework and 420 of C1 on Gifts and Hospitality, for example, state that
accepting gifts or hospitality from a client ‘might create self-interest and familiarity threats’. In the case of an
audit or review engagement, in such circumstances the Code requires that a firm shall apply the conceptual
framework; and that a firm or audit team member shall not accept gifts or hospitality ‘unless the value is trivial
and inconsequential’. By contrast, the FRC’s Ethical Standard for auditors and other assurance engagements
presumes that acceptance of gifts or hospitality creates a threat which must therefore be addressed.
We would suggest that section 340 and paragraph 420.1 are redrafted to establish a presumption that a threat
is created, which must then be evaluated and (when appropriate or possible) safeguards applied:
“Accepting gifts or hospitality creates self-interest and familiarity threats.”
We would also suggest that IESBA considers including the requirement that formal policies be adopted; that
the cumulative impact of gifts and hospitality being accepted or offered more than once be considered; and
for partners to be consulted in cases of doubt.
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Section 411 which deals with ‘Compensation and Evaluation Policies’ also now includes the formulation that
“Evaluating or compensating an audit team member for selling non-assurance services to that audit client
might create a self-interest threat.” [411.1] This is inconsistent with the approach adopted by the FRC in its
current revision to the Ethical Standard, which implements the legal requirements of the EU Audit Directive
and Regulation, and which prohibits the consideration of revenue derived from non-audit/additional services
from forming, “part of the performance evaluation and remuneration of any person involved in, or able to
influence the carrying out of, the engagement.” [AD24a.1 (j)] This also represents a change in the Code from
the extant 2015 version which states that a self-interest threat is created in such circumstances for a member
of the audit team. We therefore suggest that IESBA reviews the drafting of this section to consider:

49.

50.

•

Whether it is still appropriate in the light of the EU Audit Directive and Regulation to have a prohibition
in this area restricted to only the ‘key audit partner’; and

•

Whether, in any case, it should revert to the previous presumption that such circumstances
automatically create a threat for any member of the audit or engagement team.

VRC

Preparer of
Financial
Statements

The VRC reviewed the ED ‘Improving the Structure of the Code of Ethics for Professional Accountants
Phase I’. The VRC supports the ED and has no objections or further comments.

WPK

Member Bodies
and Other
Professional
Organizations

We refer to our general comments. We think it is not advisable if the quality of the Code seems to be
increasingly measured by whether it is easily to enforce. We doubt whether such approach is appropriate to
promote compliant behaviour with the fundamental principles of the Code.
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Question 2 – Enhance Adoption of the Code
2.

Do you believe the restructuring will enhance the adoption of the Code?

Note: Members of the Monitoring Group are shown in bold below.
#

Source

Stakeholder
Category

Detailed Comment

AAT

Member Bodies
and Other
Professional
Organizations

3.8.

ACCA

Member Bodies
and Other
Professional
Organizations

The restructure aims to improve the readability and usability of the Code for all users, including those whose
first language is not English. Restructuring and reordering the Code makes it more accessible and
understandable, which makes implementation and compliance easier. However, we question the extent to
which adoption of the Code by national bodies and regulators will be enhanced as a result of the proposed
changes. The focus should be on understanding and compliance by professional accountants, rather than
wider adoption of the Code by organisations.

AIA

Member Bodies
and Other
Professional
Organizations

We believe that any steps which improve the ability of the professional membership, and in particular its
students, to understand the Code of Ethics will enhance their ability to adopt the Code into their daily
behaviour. However, we also recognise that it is the cultural environment in which our members practice which
is most likely to compromise the real compliance with the Code. To that end it is not restructuring the Code
which will necessarily enhance adoption unless this is supported by the firms and the professional bodies.

AICPA

Member Bodies
and Other
Professional
Organizations

We strive for convergence with the Code as the IESBA approves proposed enhancements to the Code for
adoption. During the convergence process, we consider and possibly edit the IESBA guidance due to
conformity with the AICPA’s drafting conventions and other differences that may be relevant to our jurisdiction.
Therefore, the restructuring will have minimal effect, as, we do not “adopt” the Code in its entirety. We cannot
speak for other jurisdictions or member bodies in terms of their adoption processes.

APESB

Member Bodies
and Other

APESB believes that the re-organised layout supports the Code’s accessibility and readability. The
reorganisation enables professional accountants in business (which constitutes the majority of professional
accountants) to easily access the sections that relate to them. Subject to our recommendations in this

1.

2.

3.

4.

5.

AAT believes that the proposed restructuring will enhance the adoption of the code for further
enhancements. It will enable IESBA to make changes quicker and make it more user friendly. This
will be very useful for the electronic code.
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Professional
Organizations

submission, we believe that the restructured Code will facilitate the usability and adoption of the proposed
Code.

Assirevi

Member Bodies
and Other
Professional
Organizations

N/A

BDO*

Accounting Firms

The restructured Code is easier to understand and, therefore, we believe this will lead to enhanced adoption
of the restructured Code.

CAANZ

Member Bodies
and Other
Professional
Organizations

The Code is adopted by IFAC member bodies in order to comply with Statement of Member Obligations #4.
The proposed restructuring of the Code is therefore unlikely to enhance adoption of the Code. However, we
believe that making the Code easier for our members to use will make it more likely that they will refer to the
Code and be able to navigate it, thus making it easier for our members to use. Features such as crossreferencing, hyperlinks and a clear link to Glossary terms will further assist our members.

CHI

Accounting Firms

In principle yes, but the adoption of the Code is influenced by many factors other than its structure and
presentation.

6.

7.

8.

Where IESBA has concluded that improvements to the Code will enhance adoption of the Code, then IESBA
should work with stakeholders to communicate the changes that have been made and encourage that
changes are made to the national approach to adoption. Stakeholders are a broad group including regulators,
standard setters, government, the national accountancy profession, and international parties including the
networks of audit firms.

9.

CIMA
10.

Member Bodies
and Other
Professional
Organizations

The restructured Code as proposed seems more complicated. CIMA cannot comment upon other’s
perceptions of the Code and the likelihood of adoption. Those looking to adopt the Code for the first time will
have no experience of the previous versions and will therefore take it on its merits.
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11.

Source

Stakeholder
Category

Detailed Comment

CPA
Canada

Member Bodies
and Other
Professional
Organizations

Notwithstanding our serious concerns noted above regarding enforceability, we believe the restructuring will
generally enhance the adoption of the Code providing for greater international consistency.

CPAA

Member Bodies
and Other
Professional
Organizations

We do not think that the restructuring will enhance adoption but we would expect that, provided the
restructured Code is more accessible, it will lead to better 'understandability' and thus application.

DSF
Juvenal

Individual

Yes. I believe that the restructuring will enhance the adoption of the Code. In this point, I suggest for the
Board´s if agrees, that consult impact in Regional and Local Regulators to attend adoption of the Code, specific
laws principally.

DTTL*

Accounting Firms

We consider reissuing the Code will necessarily set back convergence and adoption efforts as standard
setters and regulators will need to start over in translating the Code and understanding the application in their
jurisdictions. This may be particularly frustrating for those member bodies that have recently adopted the
Code.

EYG

Accounting Firms

Yes. We believe clearer delineations of requirements from other interpretive material in the Code will make
the adoption of the Code, or discreet requirements of the Code more easily and more effectively implemented
and consistently applied.

FAR

Member Bodies
and Other
Professional
Organizations

In FAR's opinion, the Code is still too long, complex and detailed. The difference between the proposed
restructured Code and the current Code is not remarkable. Adoption of the Code would be promoted by
sh01tening it and refraining from continuously introducing more detailed requirements (for instance by
introducing more complex rules on rotation, as in the current Long Association project). The Code should be
kept on a principle based level that can serve as support and guidance for professional accountants worldwide.

FEE

Member Bodies
and Other
Professional
Organizations

Introducing more clarity and understandability to the Code will surely enhance application by audit firms that
are already using it, in most cases as a strong basis for their international ethics rules, and could have a
positive impact on relationships with supervisory authorities.

12.

13.

14.

15.

16.

17.
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The aim of the revised structure should be to enable users and stakeholders to better understand how the
fundamental principles apply, the circumstances in which the threats-and-safeguards approach is applied, and
(where relevant) what is required from professional accountants in specific situations. This exercise may then
contribute to improving clarity and consistency, enhancing implementation.
However, it is doubtful that the restructuring of the Code as currently proposed will increase the likelihood of
the Code being adopted and effectively implemented into laws and regulations. The legislative and regulatory
frameworks used throughout the world are quite different, and even within certain countries several legislative
and regulatory bodies may be responsible for different subjects addressed in the Code.

FSR

Member Bodies
and Other
Professional
Organizations

18.

We do not believe that the restructuring of the Code as proposed will bring an increased likelihood of adoption
and implementation of the Code into laws and regulations. The legislative and regulatory frameworks
throughout the world are quite different.
The aim of the revised structure should be to enable users and stakeholders to better understand how the
fundamental principles apply, the circumstances in which a threats-and-safeguards approach is applicable
and (where relevant) what is required from professional accountants in specific situations. This exercise may
then contribute to improving clarity and consistency, and thus enhance implementation.
No doubt, the status of the Code has declined in the EU: In the 2006 Directive on statutory audits, the preamble
pointed to the Code as a likely source of future ethical standards in the EU. This possibility has in no way
materialized in the 2014 Directive and in the new regulation on audits of PIEs – quite the opposite: The Code
seems to have lost its status altogether, at least in the eyes of the EU-Com- mission.
Reach out activities will therefore be central to the outcome of whether the Code might return to its former
strength or not.

GAO

Public Sector
Organizations

We believe the restructuring of the Code will enhance its adoption. We expect that the clear links between
requirements and application guidance that are provided in the restructured Code will be especially valuable
to professional accountants adopting the Code.

GTI*

Accounting Firms

As discussed in 1(g) above, GTIL believes that the restructured Code will promote and facilitate adoption and
effective implementation of the Code in many jurisdictions.

19.

20.
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HKICPA

Member Bodies
and Other
Professional
Organizations

We agree with the overall proposals in the Exposure Draft and consider that the proposed restructuring of the
Code enhances the understandability and usability of the Code, thereby facilitating its adoption, effective
implementation and consistent application. In particular, the Guide to the Code provides an overview of the
Code which helps users understand the Code before they read and apply the Code.
In addition, we support the IESBA's proposed approach in reiterating the importance of the conceptual
framework which addresses threats to compliance with the fundamental principles regardless of the nature of
the particular circumstances, rather than focusing on complying with rules. We believe that a principle based
approach supported by specific requirements provides valuable guidance for appropriate behavior by
professional accountants. We also consider that the way the proposals distinguish requirements from
application materials is appropriate.

21.

In respect of the clarity of the responsibility of individual accountants and firms for compliance with
requirements of the Code, we agree with the current proposal to retain the Code's reference to International
Standard on Quality Control 1 and International Standards on Auditing. We also note that the International
Auditing and Assurance Standards Board (IAASB) is currently seeking stakeholders' views on enhancing audit
quality, including the issue of responsibility and quality control. We recommend that the IESBA works with the
IAASB in this area and considers any potential impact on the Code's responsibility paragraphs when the
outcome of the IAASB's consultation is known.
ICAB

Member Bodies
and Other
Professional
Organizations

Yes, we believe that the restructuring will enhance the adoption of the Code.

ICAEW

Member Bodies
and Other
Professional
Organizations

26.

ICAG

Member Bodies
and Other

With the enhanced structure and clarity, we believe adoption and implementation would be greatly enhanced,
especially since it is now easier to read.

22.

23.

24.

Yes
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Professional
Organizations
ICAS

Member Bodies
and Other
Professional
Organizations

We are supportive of the proposed structure of the Code i.e.
(i)
(ii)

25.
(iii)

Introduction – sets out the subject matter addressed within the Section, and introduces the
requirements and application material in the context of the conceptual framework.
Requirements – establish general and specific obligations with respect to the subject matter
addressed, including any specific prohibitions.
Application material – provides guidance to assist in complying with the requirements.

We believe that the restructuring will help to improve the understandability of Code. Whether this will enhance
the adoption of the Code remains to be seen as this is dependent upon a number of different factors. It should
certainly make it easier for the Code to be more readily translated into different languages.
IDW

Member Bodies
and Other
Professional
Organizations

26.

An improved structure may be helpful in comparison with the current structure, in that readers will be better
able to understand what is required of professional accountants and to differentiate those situations in which
specified actions are always required from those where professional accountants may be required to choose
an appropriate action from a possible range of actions. This should, in turn, help resolve implementation issues
and improve consistency in this regard.
Whilst restructuring may lead to improved understanding of the Code, we do not believe it will in and of itself
enhance adoption of the Code, as there are many other factors that will impact adoption into existing law and
regulation, including the achievement of a stable platform for a reasonable period of time together with a
commitment to cost : benefit considerations on the part of the IESBA.

IOSCO

Regulators and
Oversight
Authorities

See Supplement 3 to Agenda Item 3.

IPA

Member Bodies
and Other
Professional
Organizations

There is no reason why the restructured Code should not enhance adoption amongst both Professional
Accountants in Business and Professional Accountants in Public Practice, however, as a whole it is often
overshadowed by the independence requirements. Public concern and scrutiny over auditors (including
provision for non-assurance services, partner rotation requirements) and the need for strengthened audit
quality unintentionally takes precedence.

27.

28.
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IRBA

Regulators and
Oversight
Authorities

2.1.

The differentiation between requirements and application material sets out clear expectations.
However, this will be enhanced if appropriate definitions are included.

2.2.

As this is a similar model to the ISAs, registered auditors will be familiar with the layout and concepts,
thus also making it familiar to countries that have adopted the ISAs.

2.3.

However, we note that certain countries have expressed that jurisdictional legislation independence
requirements have surpassed the Code requirements, making that a reason not to adopt the Code.
Countries that have expressed this will not adopt the Code as the restructure project has not
addressed the independence requirements.

29.

ISCA

Member Bodies
and Other
Professional
Organizations

N/A

JICPA

Member Bodies
and Other
Professional
Organizations

As its writing style is more straightforward and less redundant, we consider that this will enhance the adoption
of the Code. We request to keep setting criteria where translation is taken into consideration down the road.

KICPA

Member Bodies
and Other
Professional
Organizations

Considering that the difficulties of understandability of the Code serves as a stumbling block to adopting the
Code, just as pointed out by some stakeholders, the improvement in understandability of the Code could
facilitate further global adoption of the Code.

KPMG*

Accounting Firms

We believe that if lack of clarity as to what is a requirement in the Code is an impediment to adoption of the
Code, the proposed restructuring should enhance adoption as it does result in more clarity in this area. Having
the requirements clearly distinct from the application material may also help with enforceability in certain
jurisdictions, which may, in turn, assist with further/more timely adoption of the Code.

MIA

Member Bodies
and Other

We believe that the restructuring will enhance the adoption of the Code as it enhances the usability and
understandability.

30.

31.

32.

33.

34.
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Professional
Organizations
NASBA

Regulators and
Oversight
Authorities

We understand, through the work of the AICPA’s Professional Ethics Executive Committee, which has
significant NASBA representation that the AICPA Code is currently substantially in agreement with the IESBA
Code. We believe the approach taken by the IESBA in this restructuring project is primarily to improve the
international code’s clarity and usefulness and will not change its underlying requirements. Consequently,
even though U.S. CPAs will continue to follow the AICPA Code or a substantially similar code approved by
State Boards in the foreseeable future, the restructuring approach should enhance adoption of the IESBA
Code in other parts of the world. This should be particularly helpful in minimizing differences globally.

NBA

Member Bodies
and Other
Professional
Organizations

N/A

NFCPAA
ROC

Member Bodies
and Other
Professional
Organizations

Besides, we believe the restructuring will enhance the adoption of the Code by distinguishing requirements
and application material, adding a Guide to the Code, which would help a better understanding of the Code.

NZAuAS
B

National
Standard Setters

The NZAuASB considers that appropriate restructuring will enhance both adoption and application of the
Code. In New Zealand, the NZAuASB has already adopted but adapted the IFAC Code for application only
by assurance practitioners, as this is what is within the legal mandate of the NZAuASB. As previously
highlighted to the IESBA, the NZAuASB considers that the length of the existing Code is a barrier to accessing
the relevant information and applying the fundamental principles. The general consensus is that “less is more”
when establishing a strong principled based framework. That is the shorter the Code could be, the more
accessible it becomes which could have a positive impact on application of the principles. The longer the
Code, and the more complex and detailed rules it incorporates, the less likely there will be consistent
application or adoption, as the requirements may either be inadvertently breached or ways to circumvent the
rules will be created. While the proposed restructure is an improvement, the NZAuASB urges the IESBA to

35.

36.

37.

38.
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continue to seek ways to shorten and simplify the requirements with a focus on a strong principled based
framework.

OECFM

Member Bodies
and Other
Professional
Organizations

Yes, there are more details and adjustments that emerge a guideline valid in all parties. (Conceptual
framework)

PAAB

Regulators and
Oversight
Authorities

Yes. Restructuring the Code will enhance adoption as all ambiguity will have been removed in terms of
enforcing the requirements on the part of professional accountants.

PKF

Accounting Firms

A clear, understandable Code should, if not actively promoting adoption, at least not serve to discourage
adoption. Clear requirements will also aid jurisdictions in understanding what they are adopting and what they
can enforce.

PWC*

Accounting Firms

We have already adopted the Code for transnational audits. This is primarily a matter for other stakeholders
to comment on.

39.

40.

41.

We suggest that it may be helpful for users of the Code, if a short summary of all the requirements in the code
be prepared – this would provide a ready “quick reference” guide to the requirements. This could sit outside
the Code. Furthermore, we believe that the preparation of such as document could provide the Board with a
readily available tool to initially and then periodically check that all the requirements are clear, make sense
when viewed in the context of one another and achieve the objective of a sensible holistic body of ethical
requirements for professional accountants.

42.

RSM UK*

Accounting Firms

It will be helpful in that respect but we believe that the degree of adherence, and in particular, uniformity of
adherence to the Code, is so variable across the breadth of the jurisdictions in which it applies will need a
more rounded educative approach on the part of IESBA.

SAICA

Member Bodies
and Other
Professional
Organizations

Yes. Simplified language is very important in understanding which will aid adoption, however education,
advocacy and outreach are also very key in ensuring improved results. In South Africa there is wide adoption
of the code, the question that arises refers to the implementation of the Code. In particular an understanding
that the code is principle based and requires personal deliberations of the professional accountant rather than

43.

44.
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finding a rule or getting a ready-made answer from advisers. The Code is enforced, but it seems that the
effects of sanction on the professional accountant are not always effective.
The enforcement of the Code at engagement level remains problematic because of time and fee pressures.
Particularly at the SMP level the enforcement of the code remains less effective.

SCM

Regulators and
Oversight
Authorities

N/A

SMPC

Member Bodies
and Other
Professional
Organizations

Restructuring the Code should enhance its understandability and usability, as well as facilitate more effective
implementation.

SRA

Accounting Firms

N/A

UK

Regulators and
Oversight
Authorities

We support IESBA’s project to restructure the Code, alongside the project to review the clarity, appropriateness
and effectiveness of the safeguards identified in sections of the Code. As we noted in our January 2015
response to the Consultation Paper on the restructuring, these two projects are intrinsically linked. The
identification of a comprehensive, effective and proportionate suite of safeguards will add significantly to the
value the Code can bring to stakeholders. We broadly welcome the changes already made, and which are set
out in the exposure draft. However, until both projects are complete, and the revised safeguards material is
integrated into the Code, it is too early to form a view on whether this will lead to enhanced application or
adoption of the Code. In any event, there are other factors that may be more relevant to the adoption of the
Code.

45.

46.

47.

FRC

48.

In jurisdictions where it is solely a matter for the professional accountancy organization to adopt and supervise
its member’s adherence to the Code, the adoption should be fairly straightforward. In principle, this is managed
through IFAC’s Statements of Membership Obligations (SMOs), which are the basis of IFAC Member Body
Compliance Program. In essence, SMO 4 requires the adoption and implementation of ethical standards no
less stringent than the Code. We are not convinced that the restructuring of the Code will enhance its further
adoption. There are many other factors impacting adoption into law and regulation, which will be taken into
account by legislators in their individual decisions whether to reflect specific provisions of the Code in their
national laws.
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49.

VRC

Preparer of
Financial
Statements

The VRC reviewed the ED ‘Improving the Structure of the Code of Ethics for Professional Accountants Phase
I’. The VRC supports the ED and has no objections or further comments.

WPK

Member Bodies
and Other
Professional
Organizations

We see the restructuring of the Code only as one component besides others in order to en- hance the adoption
of the Code. From our point of view the decisive factor for acceptability is quality. The quality derives especially
from the clarity and understandability, adequacy and practicability of the requirements of the Code.

50.

We observe that with respect to professional ethics legislative and regulatory frameworks used are different
across countries. Within some jurisdictions, like Germany, there are differ- ent legislative and regulatory bodies
charged with the responsibility for different subjects that are addressed in the Code. The current application
of the EU-legislation on statutory audits as adopted in 2014 shows that even under a single framework as
provided in the EU, application may vary substantially from country to country (e.g. exercise of member state
option on external rotation, prohibition of non-audit services,…).
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Question 3 – Changed Meaning of the Code
3.

Do you believe that the restructuring has changed the meaning of the Code with respect to any particular provisions? If so, please explain why and
suggest alternative wording.

Note: Members of the Monitoring Group are shown in bold below.
#

Source

Stakeholder
Category

Detailed Comment

AAT

Member Bodies
and Other
Professional
Organizations

3.9.

ACCA

Member Bodies
and Other
Professional
Organizations

We have already referred to areas in which the proposed restructured Code might be rather ambiguous,
and other aspects of the restructure that will provide greater clarity. Inevitably, the restructuring will change
emphasis and highlight specific requirements within the Code, and so the meaning of the Code will change.
However, we are not aware of any significant changes to meaning arising out of the current proposals in
relation to any particular provisions.

AIA

Member Bodies
and Other
Professional
Organizations

We do not think that the meaning of the Code has been altered materially.

AICPA

Member Bodies
and Other
Professional
Organizations

No. We are not aware of any specific instances where the restructuring has changed the meaning of the
Code with respect to any particular provisions. However, due to the significant restructuring and distinction
between requirements versus application material, we would recommend that the IESBA “pilot test” the
IESBA Code with key stakeholders to ensure that there have not been any instances where the meaning
or the application of any provisions have substantively changed.

APESB

Member Bodies
and Other
Professional
Organizations

In addition to our specific recommendations in this submission, APESB believes the IESBA needs to
perform a comprehensive review of the Structure ED to consider the circumstances where the term ‘might’
is used and ensure that there is no unintentional weakening of the Code due to the use of this term.

1.

2.

3.

4.

5.

AAT does not believe that the restructuring has changed the meaning of the code. The restructure
demonstrates the move to understandability, readability and usefulness but has kept the
fundamental principles, themes and objectives of the code.
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Assirevi

Member Bodies
and Other
Professional
Organizations

2.2

6.

Glossary

2.1. l Definition of Assurance Client and Assurance Engagement
As regards the definition of "Assurance Client", it should be pointed out that reference is made to a "direct
reporting engagement" and to an "assertion based engagement"; these references are no longer
mentioned in the ISAE 3000 (revised), effective for assurance repo1ts dated on or after December 15,
2015.
In other words, the definition in question would appear to not take account of the amendments made to
ISAE 3000 where, in the version currently in force, reference is made to "reporting engagement' ' and to
"attestation engagement' '.
Also with a view to closer coordination among professional standards, Assirevi hopes that the definition of
"Assurance client" can be aligned with that in ISAE 3000.
The same considerations also apply with regard to the definition of "Assurance Engagement ".

BDO*

7.

Accounting
Firms

We believe the restructuring has changed the meaning of the extant Code, as follows:
1.

Mergers and acquisitions section, 290.33, in the extant Code, refers to a merger by an audit client
and the impact on the firm. There is no reference to network firm. Based on the definition of audit
and related entities, the related entity may or may not be considered part of the audit. Network firms
would only be applicable if they were performing services for a related entity that was considered to
be part of the audit.
Subsection 403 – Mergers and Acquisitions, 403.1, in the restructured Code, refers to a threat that
may be created by previous or current interests or relationships between a firm or network firm and
such a related entity. The reference to network firm could be confusing as it is no longer clear if (1)
network firms are always to be considered or (2) only when the related party was considered to be
part of the audit.
•

If the intent is that network firms should always be considered, we believe this is a change in
the meaning of the Code.
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•
2.

If the intent was to highlight that sometimes network firms need to be considered, we believe
that additional wording as to when a network firm should be considered should be included.

Loans and Guarantees 290.122 in the extant Code states, ‘If a firm or a member of the audit team,
or a member of that individual’s immediate family, has deposits or a brokerage account with an audit
client that is a bank, broker or similar institution, a threat to independence is not created if the deposit
or account is held under normal commercial terms.’
The wording in the restructured Code is, R511.7, ‘A firm, a network firm, an audit team member, or
that individual’s immediate family members shall not have deposits or a brokerage account with an
audit client that is a bank, broker or similar institution, unless the deposit or account is held under
normal commercial terms.’
Under the extant Code, since a threat is not created if the deposit or account is held under normal
commercial terms, then if the deposit or account is held under commercial terms that are not normal,
a threat would be created. However, under the restructured Code, it is a prohibition.

CAANZ

Member Bodies
and Other
Professional
Organizations

We note that R320.6 (b) introduces a requirement to respond to an ethical letter. This requirement did not
exist in the extant Code and we question whether its introduction is intended.

CHI

Accounting
Firms

We do not consider that the restructuring has resulted in any changes that impact upon the meaning or
interpretation of the provision of the Code.

8.

9.

However, after the restructured Code has been issued, IESBA should monitor the application of the Code,
and after an appropriate period prepare an impact analysis that identifies whether, in practice, the meaning
of any provisions has changed.
CIMA

10.

Member Bodies
and Other
Professional
Organizations

We would offer only a general observation here that care should be taken when using words or phrases
which are not easily translated or which when used in translation may change the nuance of the provision
in question.
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CPA
Canada

Member Bodies
and Other
Professional
Organizations

Nothing came to our attention during the review of the Exposure Draft and without the experience of the
use and application of the IESBA Code, we are unable to comment further on any unintended alterations
of meaning occurring through the restructuring process.

CPAA

Member Bodies
and Other
Professional
Organizations

We have provided some examples in our response to 1(e).

DSF
Juvenal

Individual

No. I do not believe that the restructuring has changed the meaning of the Code with respect to any
particular provisions, because regional and local countries can occur specific laws or situations can impact
the Code.

DTTL*

Accounting
Firms

One of our main concerns was that the restructure would lead to changes to the meaning of the extant
Code and there are numerous cases where this has occurred. This is disappointing and raises concerns
for Phase 2 of this project, as the Board has already dedicated significant resources to this effort, and a
thorough and proper technical review of the final completed draft will be a significant undertaking. We have
included examples in Appendix 2 of provisions where we consider the meaning has been changed.

12.

13.

14.

Appendix 2: Instances where the meaning appears to be different from the extant Code
Restructured
Code
Paragraph

Explanation
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11

The extant Code describes what is meant by a conflict of interest (threats to
objectivity and potentially other fundamental principles). Paragraph 11 in the ED
states complying with one fundamental principle may conflict with another
fundamental principle. This is completely different conceptually.
When obtaining guidance on ethical issues, the extant Code states advice can
generally be obtained without breaching confidentiality when the matter is
discussed with a professional body on an anonymous basis or with a legal
adviser under the protection of legal privilege. These two concepts are
excluded from the restructured Code and are important to describe why
confidentiality would not be breached.

R100.4

Subsection
112 Objectivity

310.7 A2

The extant Code in paragraph 100.10 provides two avenues to responding to a
breach: it refers first to Sections 290 and 291 for requirements relating to a
breach of an independence provision (which refers to actions the firm must take)
and second, the requirements of a professional accountant if they identify a
breach of another section of the Code. R100.4 significantly expands the current
requirement, making the professional accountant who identifies any breach of
the Code responsible for the actions to be taken.
The ED does not include the statement “A professional accountant in public
practice who provides an assurance service shall be independent of the
assurance client.” which is currently contained in extant paragraph
280.2. This is an important concept that should not be deleted from this subsection.
The last sentence of the first paragraph doesn’t include the phrase “or
reduce it to an acceptance level” which is an important concept.
Otherwise, the paragraph infers that all threats must be completely
eliminated.
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310.9

320.2

340.2

350.3 A1

401.2
401.3 A1
through
401.3A6
R410.7

The “shall” requirement in extant paragraph 220.8 is about the scope of the
identification process, however 310.9 has changed the requirement into being
about the consideration of conflicts.
Accepting new clients or new engagements doesn’t automatically create
threats to complying with the fundamentals. The key is to evaluate if a threat
is created.
Based on the way this is written, it appears the examples are the only instances
that would be the cause of a threat to complying with the fundamental
principles. The following changes are suggested to clarify: “An offer of gifts or
hospitality from a client to a professional accountant, or an immediate or close
family member of an accountant, might create a threat to compliance with the
fundamental principles. For example, there may be a self-interest or familiarity
threat to objectivity if the offer is
accepted, or an intimidation threat to objectivity if the acceptance of the offer
might be made public.”
Complying with law is a requirement in the extant Code, but is only guidance
in the ED. This should be a requirement. Consider combining this with
R350.4.
The extant Code requires network firms to be independent of the audit
clients of other firms. This has now been qualified.
These would appear to be requirements that would apply under R401.3.

The extant Code states “if fees remain unpaid” the threat needs to be evaluated
and safeguards applied. One of the factors to be considered is the significance
of the fees. The ED states “when significant part [emphasis added] of fees due
from an audit client remains unpaid…” This appears to be different threshold for
evaluation (any unpaid fees versus a significant part of fees).
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411.1
R510.6(b)

520

Section 524

524.3 A1
Glossary

EYG

Accounting
Firms

The extant Code states a threat “is created” while the ED states “might
create”.
It does not make sense to say that a financial interest may be held provided that
the family member disposes of the financial interest. The extant Code provides
the financial interest may be held subject to (a) and (c), however the family
member must sell the interest as soon as they are able to.
This section does not include a discussion about the threats caused by
business relationships of immediate family of audit team members.
Presumably this is because the Board felt it is already covered generally by
R520.3. However, without the specific application material it may not be given
the proper attention that is warranted.
The extant Code applies the provisions on employment relationships to the firm
and the network firms. The ED only applies these provisions to the firm. If this is
intentional in the ED, it is a significant change from the extant Code and the
justification for such a change is not addressed in the introductory or background
materials.
These elements of “significant connection” should be included as part of
R524.3 to highlight the importance of meeting these requirements.
“Engagement Period” is defined in the context of an audit. This concept also
applies to non-audit assurance engagements. This definition should either
include both types of engagements or describe “engagement period” in the
respective sections C1 and C2.

See discussion above on objectivity and attachment [Structure of the Code Independence Observations]
for other specific observations.
Structure of the Code – Independence Observations

15.

Exposure Draft
Reference

Comments

Throughout the Draft Code
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Multiple instances

We are concerned that certain language being introduced to Code as part of
the Structure project may inadvertently impact the way in which the
fundamental principle of objectivity and its relationship to independence
might be interpreted.
• We believe the introduction of the concept “independence is a
measure of objectivity” in paragraphs 112.3 A1 and 400.1 is
inconsistent with how these concepts have been previously
described and applied in the Code and could lead to the
interpretation that a professional accountant is not objective when
deemed not to be independent.
• New language has been introduced to the Guide to the Code which
too narrowly describes the relevance of the fundamental principle of
Objectivity. We believe this statement minimizes the importance of
the principle of objectivity for professional accountants providing
services other than audits, review and other assurance engagements
and suggest this language be revisited to capture is broader
applicability.

Multiple instances

We have observed inconsistent use of reference to the conceptual framework
from section to section. Many sections begin with the need to apply the
conceptual framework and then follow with specific prohibitions. Other
sections begin with specific prohibitions followed by the need to apply the
conceptual framework, while other sections contain no specific prohibitions
and only require the application of the conceptual framework.
We believe that the correct order is to first assess whether there exists a
specific prohibition in respect of the relationship under review and, where
there is none, proceed to an assessment of threats under the conceptual
framework.

Multiple instances

We also believe the reminder to apply the conceptual framework should be
removed from the heading sections of the Code.
As discussed in more detail in our letter, the use of the terms Firm and
Network Firm needs to be reviewed closely, particularly in the sections
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dealing with mergers and acquisitions, breaches and employment and family
relationships.
Multiple instances

In some places the term professional accountant is used (which is a defined
term) and in other places the term accountant (excluding the adjective
professional) is used. One might be confused as to whether there is an
intentional distinction to be made by using either the defined term
professional accountant or the undefined term accountant.
We recommend the Board use the defined term professional accountant
consistently throughout the Code.

Multiple instances

The phrase as the case may be has been added to the Code in several
sections including sections R510.9, R511.5, R511.6, R520.4 and R520.5.
We do not believe this phrase adds value to the understanding of the Code,
and in fact, with the focus now on the distinction between may and might
could increase confusion. We suggest the Board remove this phrase from
wherever it now appears in the draft.

Guide to the Code – Section 100
Guide to the Code
Paragraph 3

The sentence below could make it seem that the fundamental principle of
objectivity applies only to audit, review and other assurance engagements
when we believe the fundamental principle applies to all professional
accountants. Suggest the Board consider different wording.
In the case of audits, reviews and other assurance engagements, the Code
sets out international independence standards established by the application
of the fundamental principle of objectivity to these engagements.

How the Code is
Structured

This section is generally helpful, although suggest clarifying the below
sentence as marked:
Following sentence could be improved. Each part of the Code contains
sections which introduce specific topics and each section. Sections might
contain have subsections dealing with specific aspects of the topic.
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How to Use the
Code

Missing word:
9.Where application material includes lists of examples, these lists are not
intended to be read as an exhaustive lists of all possibilities or circumstances
that might arise.

Section 100

Since the use of the conceptual framework is required, we suggest the Board
replace an (which could be read to be optional) with the.
100.2 The fundamental principles of professional ethics set out in the Code
establish the standard of behavior expected of a professional accountant.
The conceptual framework establishes the an approach which accountants
are required to apply to assist them in achieving compliance with those
fundamental principles.

Section 110.1(b)

Also, we believe the term accountant should be replaced with professional
accountant.
New provision 110.1(b) (extant 100.5) which is repeated as requirement Bold
R112.1 formerly read as ".... to not allow.... undue influence of others to
override.... judgments." but now reads ".... to make judgments without....
undue influence of others."
The transition of passive to active voice simultaneously with the reversal of
subject and object has resulted in new wording that could be interpreted as
prohibiting the professional from unduly influencing others, rather than to not
being unduly influenced by others as we believe would be the intent.
The new clause should say ".... without being unduly influenced by others."

Sections 300 - 350
320.3 A5

Consider adding a reference to the Using experts where necessary (last
bullet point in Section 320.3 A5) to paragraphs R320.7 and 320.7 A1 since
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there is a specific Requirement and Application Material devoted to this. We
suggest the Board review the draft Code and include this reference wherever
applicable.
320.4 A4

Consider the following edit to Section 320.4 A4:
Depending on the nature of the engagement, direct communication with the
existing accountant might be needed to establish understand the
circumstances or reasons regarding a proposed change in appointment.
Establish might be understood by a non-native English speaker to mean
bring about; cause to exist.

310.5

Consider whether the below statement should be rewritten as a Requirement
(for example, as part of R310.6).
When a professional accountant provides an audit, review or other assurance
service, compliance with the fundamental principle of objectivity also requires
independence in accordance with C1 and C2, as appropriate.

301.4

Consider the following edits to Section 301.4:
Providing a transaction advisory service to a client seeking to acquire an
audit client of the professional accountant, where the firm professional
accountant has obtained confidential information during the course of the
audit that might be relevant to the transaction.

310.11 A1

To be consistent in style and format, consider using bullet points to list the
factors to be considered in Section 310.11 A1.
Factors to consider include:
• The parties that might be affected;
• The nature of the issues that might arise; and
• The potential for the particular matter to develop in an unexpected
manner.
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330.3 A4

Consider whether the adverb “widely” is necessary in the first sentence of
Section 330.3 A4.
Contingent fees are widely used for certain types of non-assurance services.
However, contingent fees might create threats to compliance with the
fundamental principles, particularly a self-interest threat to objectivity, in
certain circumstances. The existence and significance of such threats will
depend on factors including:
• The nature of the engagement.
• The range of possible fee amounts.
• The basis for determining the fee.
• Whether an independent third party is to review the outcome or result of the
transaction.

330.3 A6

Consider the following edits to Section 330.3 A6:
Contingent fees for services provided to audit clients and other assurance
clients are set out discussed [or addressed] in C1 and C2 of the Code.

Sections 400 - 430
Title C1

We suggest the Board reconsider the title of C1 and how it is referenced. A
and C are referred to as parts whereas as C1 is not referred to by any
category. Is this also a “Part” or is it a “sub-Part”? We believe it should be
clear whether C1 is a part/section/chapter etc., and this complete reference
should be used whenever C1 is referenced.
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R401.2

Consider whether the below statement from R401.2 is necessary. It should
be clear in each section of C1 when independence is also required by a
network firm and therefore this sentence seems redundant.
A network firm shall be independent of the audit clients of the other firms
within the network where C1 specifically requires such independence.

401.3 A1 and
following

Consider whether it would be more user-friendly if the examples of
circumstances which create a network are listed separate from those that do
not in Section 401.3 A1. Consider whether separate bullet points or table
with two columns would be easier to understand.

Sections 510 - 525
R510.5

Suggest the heading above Section R510.5 might read better as follows:

R510.9 (a)

Financial Interests Held by the Firm, a Network Firm, Audit Team Members,
and Other Partners and Employees of the Firm.
It appears that and should appear between (i) and (ii) of Section 510.9
instead of or. We suggest this section be reviewed for consistency with
extant Section 290.112.
R510.9 (a) A firm, or a network firm, or an audit team member, or that
individual’s immediate family member shall not hold a financial interest in an
entity when an audit client also has a financial interest in that entity, unless:
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(i) The financial interests are immaterial to the firm, the network firm, the
audit team member, that individual’s immediate family member and the audit
client, as the case may be; or
(ii) The audit client cannot exercise significant influence over the entity.
Extant 290.112
A self-interest threat may be created if the firm or a member of the audit
team, or a member of that individual’s immediate family, has a financial
interest in an entity and an audit client also has a financial interest in that
entity. However, independence is deemed not to be compromised if these
interests are immaterial and the audit client cannot exercise significant
influence over the entity.
520.2

The combined net worth can be used to assess materiality to the individual
but we question whether it is the appropriate standard for assessing
significance. While the initial text mentions both, it does not indicate how
significance should be assessed. We have generally understood significance
as a qualitative criterion.
520.2 Section 520 contains references to the “materiality” or “significance” of
a business relationship. For the purpose of determining whether such an
interest is material or significant to an individual, the combined net worth of
the individual and the individual’s immediate family members may be taken
into account.
290.101 Paragraphs 290.102 to 290.125 contain references to the materiality
of a financial interest, loan, or guarantee, or the significance of a business
relationship. For the purpose of determining whether such an interest is
material to an individual, the combined net worth of the individual and the
individual’s immediate family members may be taken into account.

520.4

Mention of business relationships of immediate family members of audit team
members has been removed entirely. Consider including some discussion of
this topic. Although immediate family members are mentioned in 520.1, we
suggest that immediate family member considerations should also be
included in Section 520.4.
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R520.4 The firm, a network firm or an audit team member shall not have a
close business relationship with an audit client or its management unless the
financial interest is immaterial and the business relationship is insignificant to
the firm, the network firm or the audit team member, as the case may be, and
the client or its management.
290.123 If the business relationship is between an immediate family member
of a member of the audit team and the audit client or its management, the
significance of any threat shall be evaluated and safeguards applied when
necessary to eliminate the threat or reduce it to an acceptable level.
525.2 A1/ R525.3

We suggest these two sections be reversed. Does not seem appropriate to
have the safeguards discussion before the rules.

Examples where language could be further streamlined, clarity could be enhanced and other
suggestions for improvement
• Guide to the Code, paragraph 7 states the following:
“The word “shall” in the Code imposes an obligation on the
professional accountant or firm to comply with the specific provision
in which “shall” has been used. “Shall” is used to indicate a
requirement and requirements are designated with an “R”.”
This could be in plainer English and suggest the following as an
alternative:
“A professional accountant or firm shall comply with a requirement.
Requirements are designated with an “R” and the use of “shall”.”
•

Clause 113.1 A3 – “encompasses” is one of many uses of less userfriendly vocabulary for those for whom English is not their first
language. As an alternative we suggest using the word “includes”.

•

Clause R113.3 “Where appropriate, a professional accountant shall
make clients, employers, or other users of the accountant’s
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professional services or activities, aware of the limitations inherent in
the services or activities.”
This is an example of a paragraph which could be more direct. For
example:
“Where there are limitations inherent in the accountant’s professional
services or activities, the professional accountant shall make clients,
employers, or other users aware of these limitations as appropriate”
•

In clause R114.1, item (a) “Be alert to the possibility of inadvertent
disclosure, including in a social environment, and particularly to a
close business associate or a close or immediate family member.”
This implies that disclosure to family etc. is worse. Consider deleting
the word “particularly”.
Also, suggest item (f) in clause R114.1 be worded as:
“Continue to apply (a) to (e) above after the professional or business
relationship has ended.”
Again, item (f) seems to duplicate clause 114.1 A1.

•

Clause 300.3 A2 – passive language

•

Subsection 401 is repetitive in language and style and may be
difficult to fully understand for those that do not have English as their
primary language.

Section 100 - 103 could be more clearly articulated. The correct analysis
probably is that the professional accountant should comply with the five
fundamental principles. However sometimes those principles conflict and
then you have to determine how to proceed. So, for example, clause R100.3
is not well phrased in saying that the law might stop the accountant
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complying with the code. Professional behaviour requires the professional
accountant to comply with law and regulation. So what you might have is a
conflict between complying with law and another principle.
Section 350 is a good example of where more clarity would help. So the
structure could be:
•
•
•
•
•

•

FAR

Member Bodies
and Other
Professional
Organizations

FAR has not analyzed the contents of the restructured Code in enough detail to answer this question.

FEE

Member Bodies
and Other
Professional
Organizations

For the sake of consistency, we think that the proposed 112.3.A1 and 112.3.A2 should not be mentioned
under “objectivity” as independence only relates to audit, review, and other assurance engagements
carried out by professional accountants in public practice.

16.

17.

We comply with law.
Therefore, we don’t have custody of client assets if this is not
permitted.
And we comply with law and regulation governing this where relevant
including Anti Money Laundering.
In line with the principle of integrity, we should make enquiries about
the source of the assets.
Where the source is not satisfactory, we may have conflicts between
the principles of confidentiality, integrity and professional behavior
(which includes a requirement to comply with law and regulation).
Consider taking legal advice.
In line with the principles of professional competence and integrity,
we should put appropriate processes in place to safeguard the
funds…
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Another example is the fundamental principle of professional behaviour. In the extant Code there is an
inconsistency between subparagraph e) of 100.5 that stated “to comply with relevant laws and regulations
and avoid any action that discredits the profession” and 150.1 which stated formerly “to comply with
relevant laws and regulations and avoid any action that the professional accountant knows or should
know may discredit the profession”. In the proposed Code, IESBA took this last definition, replacing
“may” for “might”, making the principle more stringent in a way that the avoidance relates to any action
that “the professional accountant knows or should know might discredit the profession”. We think that it is
the definition in subparagraph e) of 100.5 that should be kept and urge IESBA to make it consistent in the
Code.
Regarding R100.4, which corresponds to 100.10 of the extant Code, we question the move of this
paragraph to the Introduction of Code. It should be included in section 110 as it is a requirement for
professional accountants. In addition, this is a good opportunity to introduce a reference to actions to stop
the breach. Today, the professional accountant is required to address the consequences of the breach and
determine whether to report the breach, but no specific action must be taken to stop the activity that causes
the breach.

FSR

Member Bodies
and Other
Professional
Organizations

Regarding the reference to firms from network firms, the proposed restructured Code introduces a
paradigm shift as it amends the previous general rule by clearly distinguishing between the two concepts
and therefore thorough analysis is needed in order to evaluate the appropriateness of such a distinction on
a case-by-case basis.

GAO

Public Sector
Organizations

The restructuring does not appear to have changed the meaning of the Code with respect to any particular
provisions.

GTI*

Accounting
Firms

GTIL believes the restructuring of the Code has changed the requirements in the Code for network firms
as it relates to employment relationships with an audit client.

18.

19.

20.

Section 290.13 in the extant Code states “If a firm is deemed to be a network firm, the firm shall be
independent of the audit client of the other firms within the network (unless otherwise stated)”. Accordingly,
the term “firm” in the extant Code includes network firms unless the guidance states otherwise.
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Sections 290.132-290.139 in the extant Code discusses employment relationships with audit clients and
the threats associated with these relationships. The guidance in the extant Code refers to firm, which
includes network firms.
In the current proposal, Section 524 Employment with an Audit Client only discusses the requirements as
they apply to firms and excludes any reference to the network firms’ requirements.
It is clear in this instance that the restructuring of the Code has in fact changed the meaning of how the
independence requirements are applied to network firms when analysing employment relationships with
audit clients.
We would encourage the Board to review the use of the term “firm” in proposed Section 524 to ensure it is
consistent with the application in the extant Code. Furthermore, we recommend the Board review all
sections in the proposal to ensure the proposal has not changed the requirements for network firms that
currently exist in the extant Code.

HKICPA

Member Bodies
and Other
Professional
Organizations

We consider that the restructuring of the Code, in general, has not changed the overall meaning of the
Code.

ICAB

Member Bodies
and Other
Professional
Organizations

No, we do not believe that the restructuring has changed the meaning of the Code with respect of any
particular provisions.

ICAEW

Member Bodies
and Other
Professional
Organizations

27.

We think paragraph R524.3 is too subtle in that it refers to partners joining an audit client and audit
team members joining the audit client. The distinction could be clearer.

28.

The new definition of professional behaviour now reflects the discussion that was previously in

21.

22.

23.

Please refer to our responses to Question 5 for specific comments on distinguishing network firms and
firms.

150.1. However we note that ‘avoid any action that the professional accountant knows or should
know might discredit the profession’ is considerably wider than ‘avoid any action that discredits the
profession’. It is not clear whether the definition has been changed to address the previous
inconsistency between paragraph 100.5 and paragraph 150.1 or to address a perceived problem
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with the definition itself. We suggest that the definition itself remains as it was. We are also not certain
that the distinction between ‘may’ and ‘might’ is clear enough for non-English speakers.

ICAG

Member Bodies
and Other
Professional
Organizations

We do not see any change in the meaning of the code. What we see is clarity being brought out. If the
code was misunderstood before, the restructuring has improved its readability and understandability.

ICAS

Member Bodies
and Other
Professional
Organizations

We would highlight the following possible changes of meaning.

24.

(i)

R100.4
We question whether this paragraph has a slightly different message from that contained in current
Section 100.10 which states: “A professional accountant may inadvertently violate a provision of this
Code. Depending on the nature and significance of the matter, such an inadvertent violation may be
deemed not to compromise compliance with the fundamental principles provided, once the violation
is discovered, the violation is corrected promptly and any necessary safeguards are applied.”
The current wording relates to a specific professional accountant who may inadvertently have
violated a provision of the Code. The new wording potentially encompasses other professional
accountants who may discover a breach of the Code. The new provision also appears to be more
detailed.

25.
(ii)

115.1 A1
We note that this paragraph drops the wording “weighing all the specific facts and circumstances
available to the professional accountant at that time,” which is contained in current paragraph 150.1.
Is this not important wording because it would not be fair to judge someone on the basis of
information which only came to light after the event? We believe that this paragraph should reflect
the wording of new paragraph 120.4 A1 re reasonable and informed third party.

(iii)

There is a question as to whether the proposed wording for the principle of professional behaviour
is stricter than the extant version. However, we are supportive of this change because the wording
better reflects the description of this principle in the extant Section 150 of the Code.

(iv)

Section 510
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We are not convinced that sections 510.9 (a) and (b) have the same meaning as the content of
current paragraph 290.112. Current paragraph 290.112 states; “independence is deemed not to be
compromised if these interests are immaterial AND the audit client cannot exercise significant
influence over the entity”. Proposed section 510.9 (a) states: “The financial interests are immaterial,
OR, the audit client cannot exercise significant influence.” We are also not convinced that the content
of paragraph 510 9 (b) reflects that of the existing section either.
(v)

Section R320.3A1 – Client acceptance
Where is the equivalent to current section 210.4 (and second paragraph of section 210.11) which
states: “Where it is not possible to reduce the threats to an acceptable level, the professional
accountant in public practice shall decline to enter into the client relationship.” This may because this
content is covered in Section R120.7 “Addressing threats”. We note that there is the general
reference to Section 120 at the top of the page – but perhaps it would be better if there was a specific
reference to R120.7 in this section?

IDW

Member Bodies
and Other
Professional
Organizations

As noted above, we believe that it is essential that changes to wording made in this project do not change
the meaning of the Code and that matters that would involve potential such changes are identified and
noted for further discussion by the IESBA so that they are subject to the Board’s established due process.
Whilst we do not comment on every possible change that may be problematic we do have concerns in
respect to the following:
Professional or Business Judgement

26.

Section 120 of the extant Code (Objectivity) refers to an obligation for professional accountants “…not to
compromise their professional or business judgement because of bias, conflict of interest or the undue
influence of others”. The word “compromise” implies that a point may be reached at which any bias, conflict
of interest or undue influence of others has reached a magnitude at which a particular judgement can no
longer be regarded as sound, i.e., the judgement is compromised. This is the sort of circumstance that the
Code’s threats and safeguards approach was designed to deal with.
In deleting the word “compromised” in relation to judgement, proposed R112.1 interprets this as a
requirement “to make professional or business judgements without bias, conflict of interest or undue
influence of others.” In practice it will be illusory to make a judgement with a complete lack of bias etc.
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Indeed R112.2, 112.2A1 seem to contradict proposed R112.1 in recognizing this: “…if a circumstance or
relationship unduly (in italics for emphasis) influences the accountant’s professional judgement”.
We therefore suggest R112.1 be reworded in line with the extant wording so as to retain reference to
potential compromise of judgement, as follows: “…not to make compromise their professional or business
judgements without because of bias, conflict of interest or the undue influence of others.”
Addition of Text to Sharpen an Extant Obligation
In drafting certain proposed subsections the IESBA has added text, which sharpens the extant obligation.
For example, considerable new text (shown in italics) appears to have been added in para. R113.1, beyond
the extant Code: “…attain and maintain professional knowledge and skill ... based on current developments
in practice, legislation and techniques …”. In our opinion, adding this degree of detail may change the
obligation, which is beyond the remit of this project. In particular, we do not believe it is appropriate for the
IESBA to require knowledge and skill be based on “current techniques” without any explanation of what
this is intended to mean. For example, it would be inappropriate to include techniques such as data mining
software at the current time, given their current relative exclusivity to part of the profession.
Deleted Text
In drafting certain proposed subsections the IESBA has deleted text, which could have practical
implications for the understanding of the extant obligation. For example, in subsection 115 references to a
reasonable and informed third that would be drawn upon in determining whether a particular behavior
adversely affects the good reputation of the profession do not include the following material currently in
150.1 of the Code: “weighing all the specific facts and circumstances available to the professional
accountant at that time”. We do not see justification for deletion, and believe that it should be retained in
the interest of an individual professional accountant. We note that a somewhat fuller explanation of the
concept of a reasonable and informed third party (although slightly different) is provided in 120.4A1. We
suggest the Board consider this explanation more fully and the need to introduce cross-references thereto.

IOSCO
27.

Regulators and
Oversight
Authorities

See Supplement 3 to Agenda Item 3.
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IPA

Member Bodies
and Other
Professional
Organizations

We do not believe restructuring has changed the meaning of the Code with respect to any particular
provisions and have no further comments.

IRBA

Regulators and
Oversight
Authorities

3.1.

We welcome the change in language to the restructured Code and the efforts of the IESBA to
make the Code simpler and more understandable.

3.2.

On review of the exposure draft, we identified certain paragraphs that we would have classified as
“requirements” in the extant Code but have been classified as “application material” in the
restructured Code.

3.3.

We note that:

28.

29.

•

Certain paragraphs with the words “Shall not” have been re-written in the Code in the positive.
The restructured Code should allow for prohibitions in line with the extant Code; and

•

“Shall consider” has been re-written as application material rather than a requirement. We note
that in the ISAs, “shall consider” is a phrase that is used as a requirement. Thus, we disagree
with the IESBA’s approach to re-write these paragraphs as application material.

3.4.

We have included a list of paragraphs we would like to bring to your attention in Annexure A that
require further consideration and explanation.

3.5.

Items highlighted in Annexure A have been categorised as follows:
•

Restructure that has resulted in a change in meaning;

•

Restructure that has resulted in requirements (or prohibitions) being classified as application
material; and

•

Restructure that has resulted in a change of tone in the Code.

Annexure A
D: Paragraphs that have changed in meaning
There are certain examples that we would like to bring to your attention.
We have highlighted words in yellow to highlight the change.
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Stakeholder
Category

Detailed Comment

Text that is in red and underlined are proposed amendments we have suggested.
This annexure is divided into:
1. Restructure that has resulted in a change in meaning;
2. Restructure that has resulted in requirements (or prohibitions) being classified as application material; and
1

1

Restructure that has resulted in a change in meaning
Extant Code

Restructured Code

Comment

Extract of S100.5

Extract of S110.1

A professional accountant shall comply with the
following fundamental principles:

There are five
fundamental principles of
ethics for professional
accountants:

The definition of confidentiality in the
Code has been amended.

(d) Confidentiality – to respect the confidentiality of
information acquired as a result of professional and
business relationships and, therefore, not discloses
any such information to third parties without proper
and specific authority, unless there is a legal or
professional right or duty to disclose, nor use the
information for the personal advantage of the
professional accountant or third parties.
2

100.19
A professional accountant may be required to
resolve a conflict in complying with the fundamental
principles.
100.20
When initiating either a formal or informal conflict
resolution process, the following factors, either

(d) Confidentiality – to
respect the confidentiality
of information acquired as
a result of professional
and business
relationships.
Exceptional
Circumstances
10. A professional
accountant might
encounter circumstances
in which the result of
applying a specific
requirement of the Code
would be disproportionate
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The prohibition on disclosure has been
removed. The prohibitions on improper
use have been removed. The original
definition must be reinstated, as it is
commonly applied in disciplinary matters.

We note that ethical conflict resolution
has been included in the Guide rather
than in the Code. We note that this move
may be problematic in the future as the
status of the Guide is unclear.
We further note that the useful
information contained in 100.20 (a)-(e)
has been deleted.
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Stakeholder
Category

Detailed Comment

individually or together with other factors, may be
relevant to the resolution process:

or not be in the public
interest. In those
circumstances, the
accountant is encouraged
to consult with a
professional body or a
regulator.

(a) Relevant facts;
(b) Ethical issues involved;
(c) Fundamental principles related to the matter in
question;
(d) Established internal procedures; and
(e) Alternative courses of action.
Having considered the relevant factors, a
professional accountant shall determine the
appropriate course of action, weighing the
consequences of each possible course of action. If
the matter remains unresolved, the professional
accountant may wish to consult with other
appropriate persons within the firm or employing
organization for help in obtaining resolution.
100.21
Where a matter involves a conflict with, or within, an
organization, a professional accountant shall
determine whether to consult with those charged
with governance of the organization, such as the
board of directors or the audit committee.
100.22
It may be in the best interests of the professional
accountant to document the substance of the issue,
the details of any discussions held, and the
decisions made concerning that issue.

11. A professional
accountant might face a
situation where
compliance with one
fundamental principle
conflicts with one or more
other fundamental
principles. In those
situations, the accountant
is encouraged to consult.
Appropriate parties for
consultation might include
one or more of the
following:
•

Others within the firm
or employing
organization.

•

Those charged with
governance.

•

A professional body.

•

A regulator.
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We see no good reason for the structure
project to be making this change and
should be reinstated to the Code.
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Stakeholder
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Detailed Comment

100.23

•

If a significant conflict cannot be resolved, a
professional accountant may consider obtaining
professional advice from the relevant professional
body or from legal advisors. The professional
accountant generally can obtain guidance on ethical
issues without breaching the fundamental principle
of confidentiality if the matter is discussed with the
relevant professional body on an anonymous basis
or with a legal advisor under the protection of legal
privilege. Instances in which the professional
accountant may consider obtaining legal advice
vary. For example, a professional accountant may
have encountered a fraud, the reporting of which
could breach the professional accountant’s
responsibility to respect confidentiality. The
professional accountant may consider obtaining
legal advice in that instance to determine whether
there is a requirement to report.

The accountant is usually
able to obtain guidance
on ethical issues without
breaching the
fundamental principle of
confidentiality. However,
such guidance does not
relieve the accountant
from the responsibility to
apply professional
judgment to resolve the
conflict or, if necessary,
disassociate from the
matter creating the
conflict.

100.24
If, after exhausting all relevant possibilities, the
ethical conflict remains unresolved, a professional
accountant shall, where possible, refuse to remain
associated with the matter creating the conflict. The
professional accountant shall determine whether, in
the circumstances, it is appropriate to withdraw from
the engagement team or specific assignment, or to

Legal counsel.

12. A professional
accountant is encouraged
to document the
substance of the issue,
the details of any
discussions, the decisions
made and the rationale for
those decisions.
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Source

Stakeholder
Category

Detailed Comment

resign altogether from the engagement, the firm or
the employing organization.
3

140.1

R114.1

The principle of confidentiality imposes an obligation
on all professional accountants to refrain from:

A professional accountant
shall comply with the
fundamental principle of
confidentiality which
requires an accountant to
respect the confidentiality
of information acquired as
a result of professional
and business
relationships. An
accountant shall: …

(a) Disclosing outside the firm or employing
organization confidential information acquired as a
result of professional and business relationships
without proper and specific authority or unless there
is a legal or professional right or duty to disclose;
and
(b) Using confidential information acquired as a
result of professional and business relationships to
their personal advantage or the advantage of third
parties.

(d) Not disclose
confidential information
acquired as a result of
professional and business
relationships to third
parties without proper and
specific authority, unless
there is a legal or
professional duty or right
to disclose;
(e) Not use confidential
information acquired as a
result of professional and
business relationships for
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We note that there has been a change
regarding with whom confidential
information can be discussed.
We note that “outside the firm” is clear
and understandable, while “third parties”
has not been defined. The change in
wording may lead readers to question if
there has been a change in the
confidentiality requirements of the Code.
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Stakeholder
Category

Detailed Comment
the personal advantage of
the accountant or for the
advantage of a third party;
….

4

210.1

320.4 A4

A professional accountant in public practice shall
evaluate the significance of any threats. Depending
on the nature of the engagement, this may require
direct communication with the existing accountant to
establish the facts and circumstances regarding the
proposed change so that the professional
accountant in public practice can decide whether it
would be appropriate to accept the engagement. For
example, the apparent reasons for the change in
appointment may not fully reflect the facts and may
indicate disagreements with the existing accountant
that may influence the decision to accept the
appointment.

Depending on the nature
of the engagement, direct
communication with the
existing accountant might
be needed to establish
the circumstances
regarding a proposed
change in appointment.
Such communication
might assist a
professional accountant to
decide whether it would
be appropriate to accept
the engagement. For
example, the apparent
reason for the change in
appointment might not
fully reflect the facts. It
might indicate
disagreements with the
existing accountant that
might influence the
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The phrase “facts and circumstances” is
not consistently used.
We note that the phrase “facts and
circumstances” follows through from the
IESBA Safeguards Project and is a
reasonable change. However, this phrase
has not been used consistently in the
following paragraphs: R120.4, 300.3A1,
R310.8, 310.11 A1, 321.5 and 410.3 A9.
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decision to accept the
appointment.

5

260.2

340.3 A1

The existence and significance of any threat will
depend on the nature, value, and intent of the offer.
Where gifts or hospitality are offered that a
reasonable and informed third party, weighing all the
specific facts and circumstances, would consider
trivial and inconsequential, a professional
accountant in public practice may conclude that the
offer is made in the normal course of business
without the specific intent to influence decision
making or to obtain information. In such cases, the
professional accountant in public practice may
generally conclude that any threat to compliance
with the fundamental principles is at an acceptable
level.

The existence and
significance of a threat
created by an offer of a
gift or hospitality from a
client will depend on the
nature, value and intent of
the offer. In some
circumstances, a
reasonable and informed
third party would consider
some gifts or hospitality to
be trivial and
inconsequential. In such
circumstances, the
professional accountant
may conclude that the
offer is made in the
normal course of business
without intent to influence
decision making or to
obtain information, and
conclude that any threat
to compliance with the
fundamental principles is
at an acceptable level.
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The introduction of the phrase “in some
circumstances” does not improve upon or
set the proper level of rigor with
necessary flexibility to exercise
judgement.
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280.4

112.2.A2

A professional accountant in public practice shall
evaluate the significance of any threats and apply
safeguards when necessary to eliminate them or
reduce them to an acceptable level. Examples of
such safeguards include:

Examples of safeguards
include:
•

Supervisory
procedures.

•

Discussing the issue:

• Withdrawing from the engagement team;

o

With higher levels
of management
within the firm; or

o

With those
charged with
governance of
the client;

• Supervisory procedures;
• Terminating the financial or business relationship
giving rise to the threat;
• Discussing the issue with higher levels of
management within the firm; or
Discussing the issue with those charged with
governance of the client.

7

•

If safeguards cannot eliminate or reduce the threat
to an acceptable level, the professional accountant
shall decline or terminate the relevant engagement.

Withdrawing from the
engagement team.

•

Ending the financial
or business
relationship causing
the threat.

290.1

400.1

This section addresses the independence
requirements for audit engagements and review
engagements, which are assurance engagements in
which a professional accountant in public practice
expresses a conclusion on financial statements.
Such engagements comprise audit and review

Independence is a
measure of objectivity,
both in mind and
appearance, which is
applied to audit
engagements. It enables
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The IESBA may want to include
termination as a possible safeguard in the
list provided.

While the IESBA introduces new
introductory material to re-enforce the link
between independence and objectivity,
we note that this is an amendment from
the extant Code.
We note that in the definition of
“Independence of mind” and
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engagements to report on a complete set of financial
statements and a single financial statement.

8

290.28 (cont’d)
In complying with requirements in this section to
communicate with those charged with governance,
the firm shall determine, having regard to the nature
and importance of the particular circumstances and
matter to be communicated, the appropriate
person(s) within the entity’s governance structure
with whom to communicate. If the firm
communicates with a subgroup of those charged
with governance, for example, an audit committee or

a firm to express, and be
seen to express, an
objective conclusion when
performing such
engagements. It is in the
public interest and
required by the Code that
members of audit teams,
firms and network firms
be independent of audit
clients. C1 sets out
requirements and
application material on
maintaining independence
when performing audit
engagements. (See also
paragraph 400.7
regarding references to
“firm.”)

“Independence of appearance” reference
is made to integrity, objectivity and
professional scepticism.

R400.15 A firm shall
comply with paragraph
R300.3 when
communicating with those
charged with governance.

This revised paragraph that refers to
another paragraph is not particularly
helpful to the reader of the Code
especially since the referenced
paragraph (R300.3) does not immediately
precede the requirement (R400.15).
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Thus, there seems to be two different
approaches when linking Independence
and the fundamental principles.
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an individual, the firm shall determine whether
communication with all of those charged with
governance is also necessary so that they are
adequately informed.
9

290.30

R400.12 Independence
as required by C1 shall be
maintained during both:

Independence from the audit client is required both
during the engagement period and the period
covered by the financial statements. The
engagement period starts when the audit team
begins to perform audit services. The engagement
period ends when the audit report is issued. When
the engagement is of a recurring nature, it ends at
the later of the notification by either party that the
professional relationship has terminated or the
issuance of the final audit report.
10

(a) The engagement
period; and
(b) The period covered by
the financial statements.

290.38

R403.7

The professional accountant shall document any
interests or relationships covered by paragraphs
290.34 and 36 that will not be terminated by the
effective date of the merger or acquisition and the
reasons why they will not be terminated, the
transitional measures applied, the results of the
discussion with those charged with governance, and
the rationale as to why the previous and current
interests and relationships do not create threats that
would remain so significant that objectivity would be
compromised.

The firm shall document:
(a) Any interests or
relationships set out in
paragraph 403.1 that will
not be ended by the
effective date of the
merger or acquisition and
the reasons why they will
not be ended;
(b) The transitional
measures applied;
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Though the engagement period has been
covered in the Definitions section of the
Glossary, we believe that repeating the
definition in the body of the Code would
be helpful as engagement period is a
term that is generally understood and a
reader will not frequently refer to the
glossary.

We question whether the change from
professional accountant to firm is
deliberate. It would seem appropriate for
the firm and the professional accountant
to document, depending on the
circumstances.
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(c) The results of the
discussion with those
charged with governance;
and
(d) The reasons why the
previous and current
interests and relationships
do not create threats that
would remain so
significant that objectivity
would be compromised.

11

290.225

411.2 A1

A self-interest threat is created when a member of
the audit team is evaluated on or compensated for
selling non-assurance services to that audit client.

When an audit team
member for a particular
audit client is evaluated
on or compensated for
selling non-assurance
services to that audit
client, the significance of
the threat will depend on:

The significance of the threat will depend on:
•

The proportion of the individual’s compensation
or performance evaluation that is based on the
sale of such services;

•

The role of the individual on the audit team; and

•

Whether promotion decisions are influenced by
the sale of such services.

(a) What proportion of the
compensation or
evaluation is based on the
sale of such services;
(b) The role of the
individual on the audit
team; and
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We question whether bullet point (b) can
be expanded upon as it is not clear or
understandable.
Clarity is required if the “role” refers to the
seniority of the individual or is dependent
on the work that the individual performed.
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Detailed Comment
(c) Whether the sale of
such non-assurance
services influences
promotion decisions.

12

No definitions provided for the terms “Professional
judgement” and “Facts and circumstances”.

Proposed definitions in
the restructured Code:
Professional judgement:
The application of relevant
training, knowledge and
experience, within the
context
provided
by
auditing, accounting and
ethical
standards,
in
making
informed
decisions
about
the
courses of action that are
appropriate
in
the
circumstances of the audit
engagements.
Facts
circumstances:

and

Is a broader context that
includes
relationships,
interest,
including
professional
activities
(services), interests and
relationships.
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“Professional judgement” and “Facts and
circumstances” to be added to the
glossary of terms.
“Professional Judgement” as included in
the Glossary of Terms of the IAASB
Handbook of International Quality
Control, Auditing, Review, Other
Assurance, and Related Services
Pronouncements and ‘Fact and
Circumstances’ as detailed in the
explanatory memorandum of the IESBA
Safeguards Exposure Draft.
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Restructure that has resulted in requirements (or prohibitions) classified as application material
No
1

Extant Code

Restructured Code

Comment

110.1

111.1 A1 Integrity implies fair dealing
and truthfulness.

It seems odd that this
description of integrity is not
incorporated in the
requirement. We propose that
integrity be incorporated in the
requirement (R111.1) that
precedes it.

R300.2 A professional accountant
shall comply with each of the
fundamental principles and apply the
conceptual framework set out in
Section 120 to eliminate threats to
compliance with those fundamental
principles or to reduce them to an
acceptable level.

Though this has been retained
as a requirement, the
language does not carry the
same gravity as in the extant
Code. This is due to a
prohibition now being written
as a requirement.

The principle of integrity imposes an obligation on
all professional accountants to be straightforward
and honest in all professional and business
relationships. Integrity also implies fair dealing and
truthfulness.

2

200.2
A professional accountant in public practice shall
not knowingly engage in any business, occupation,
or activity that impairs or might impair integrity,
objectivity or the good reputation of the profession
and as a result would be incompatible with the
fundamental principles.

Proposed wording:
R300.2
A professional accountant shall not
knowingly engage in any business,
occupation or activity that would be
incompatible with the fundamental
principles of integrity, objectivity or
professional behaviour.
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It would also be helpful to
reference the specific
applicable fundamental
principles rather than broadly
referencing the fundamental
principles.
We have proposed an
amendment.
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Detailed Comment

210.4

Covered by conceptual framework
language.

While we agree that the extant
Code paragraph is covered by
the conceptual framework, we
would be losing the emphasis
of the prohibitions if para 201.4
is left out. We would
encourage a repetition of that
paragraph.

210.5

320.3 A3

It is recommended that a professional accountant
in public practice periodically review acceptance
decisions for recurring client engagements.

A professional accountant is
encouraged to conduct periodic
reviews of acceptance decisions for
recurring client engagements.

We note that this is outside the
scope of the restructure
project, but we recommend
that the IESBA considers
amending this paragraph to be
a requirement.

210.6

320.3 A4

The fundamental principle of professional
competence and due care imposes an obligation
on a professional accountant in public practice to
provide only those services that the professional
accountant in public practice is competent to
perform. Before accepting a specific client
engagement, a professional accountant in public
practice shall determine whether acceptance would
create any threats to compliance with the
fundamental principles. For example, a self-interest
threat to professional competence and due care is
created if the engagement team does not possess,

A self-interest threat to professional
competence and due care is created
if the engagement team does not
possess, or cannot acquire, the
competencies to perform the
professional services.

Where it is not possible to reduce the threats to an
acceptable level, the professional accountant in
public practice shall decline to enter into the client
relationship.

4

5
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We believe that the strength of
the statement is lost as it has
not been classified as a
requirement, even though the
extant Code makes use of the
word “obligation”.
We have proposed a wording
change retaining the extant
Code. The proposed wording
will remove any ambiguity.
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or cannot acquire, the competencies necessary to
properly carry out the engagement.
6

210.11

320.4 A3

Examples of such safeguards include:

Examples of safeguards include:

• When replying to requests to submit tenders,
stating in the tender that, before accepting the
engagement, contact with the existing accountant
will be requested so that inquiries may be made as
to whether there are any professional or other
reasons why the appointment should not be
accepted;

• Stating in tenders that, before
accepting the engagement, contact
with the existing accountant will be
requested. This contact gives the
proposed professional accountant
the opportunity to inquire whether
there are any reasons why the
appointment should not be accepted.

• Asking the existing accountant to provide known
information on any facts or circumstances that, in
the existing accountant’s opinion, the proposed
accountant needs to be aware of before deciding
whether to accept the engagement; or
• Obtaining necessary information from other
sources.
When the threats cannot be eliminated or reduced
to an acceptable level through the application of
safeguards, a professional accountant in public
practice shall, unless there is satisfaction as to
necessary facts by other means, decline the
engagement.
7

210.14

The requirement in the last
paragraph of the extant Code
“to decline the engagement”
has been lost. We believe it
should be retained.

• Asking the existing accountant to
provide any known information that,
in the existing accountant’s opinion,
the proposed professional
accountant needs to be aware of
before deciding whether to accept
the engagement.
• Obtaining information from other
sources such as through inquiries of
third parties or background
investigations of senior management
or those charged with governance of
the client.
R320.5
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This is out of the scope of the
structure project but the IRBA
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Stakeholder
Category

Detailed Comment

Once that permission is obtained, the existing
accountant shall comply with relevant legal and
other regulations governing such requests. Where
the existing accountant provides information, it
shall be provided honestly and unambiguously. If
the proposed accountant is unable to communicate
with the existing accountant, the proposed
accountant shall take reasonable steps to obtain
information about any possible threats by other
means, such as through inquiries of third parties or
background investigations of senior management
or those charged with governance of the client.

If unable to communicate with the
existing accountant, the proposed
professional accountant shall take
other reasonable steps to obtain
information about any possible
threats to compliance with the
fundamental principles.

220.8

R310.9

If the firm is a member of a network, conflict
identification shall include any conflicts of interest
that the professional accountant in public practice
has reason to believe may exist or might arise due
to interests and relationships of a network firm.

If the firm is a member of a network,
the professional accountant shall
consider conflicts of interest that the
accountant has reason to believe
might exist or arise due to interests
and relationships of a network firm.

Code of Professional Conduct
for Registered Auditors has a
requirement that we have
suggested.

R320.7
Where the proposed client refuses to
give permission for the proposed
auditor to communicate with the
existing auditor, or fails to do so, the
proposed auditor shall decline the
appointment, unless there are
exceptional circumstances of which
the proposed auditor has full
knowledge, and the proposed auditor
is satisfied regarding all relevant
facts by some other means.
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It is unclear what the
requirement is asking the
professional accountant to do.
“Shall consider” does not read
as a strong requirement.
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10

11

Stakeholder
Category

Detailed Comment

220.8

310.10 A1

If a conflict of interest is identified, the professional
accountant in public practice shall evaluate:

In applying the conceptual
framework when evaluating a threat
created by a conflict of interest,
factors to consider include the
significance of:

•

The significance of relevant interests or
relationships; and

•

The significance of the threats created by
performing the professional service or services.

•

The interests or relationships;
and

•

The threats created by
performing the professional
services.

220.11

310.11

The professional accountant shall determine
whether the nature and significance of the conflict
of interest is such that specific disclosure and
explicit consent is necessary. For this purpose, the
professional accountant shall exercise professional
judgment in weighing the outcome of the evaluation
of the circumstances that create a conflict of
interest, including the parties that might be
affected, the nature of the issues that might arise
and the potential for the particular matter to
develop in an unexpected manner.

A1 When determining whether
specific disclosure and explicit
consent are necessary, the
conceptual framework requires the
professional accountant to exercise
professional judgment and consider
all the circumstances that create a
conflict of interest. Factors to
consider include: the parties that
might be affected; the nature of the
issues that might arise; and the
potential for the particular matter to
develop in an unexpected manner.

220.13

310.11 A4
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We question why a “shall” in
the extant code has been
reclassified as an application
matter.

We question why a “shall” in
the extant code has been
reclassified as an application
matter.

We question why this has not
been written as a requirement
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When disclosure is verbal, or consent is verbal or
implied, the professional accountant in public
practice is encouraged to document the nature of
the circumstances giving rise to the conflict of
interest, the safeguards applied to reduce the
threats to an acceptable level and the consent
obtained.

If disclosure or consent is not in
writing, the professional accountant
is encouraged to document:
(a) The nature of the circumstances
giving rise to the conflict of interest;

or, as a minimum, reference
the conceptual framework.
This would constitute very
important evidence.

(b) The safeguards applied to reduce
the threats to an acceptable level;
and
(c) The consent obtained.

12

220.14

310.14 A1

In certain circumstances, making specific
disclosure for the purpose of obtaining explicit
consent would result in a breach of confidentiality.
Examples of such circumstances may include:

For example, a breach of
confidentiality might arise when
seeking consent to perform:

•

•

13

Performing a transaction-related service for a
client in connection with a hostile takeover of
another client of the firm.
Performing a forensic investigation for a client
in connection with a suspected fraudulent act
where the firm has confidential information
obtained through having performed a
professional service for another client who
might be involved in the fraud.

•

A transaction-related service for
a client in a hostile takeover of
another client of the firm.

•

A forensic investigation for a
client regarding a suspected
fraud, where the firm has
confidential information from its
work for another client who
might be involved in the fraud.

Footnote to 240.3

330.3 A6

Contingent fees for non-assurance services
provided to audit clients and other assurance

Contingent fees for services
provided to audit clients and other
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We note that the phrase
“making specific disclosure for
the purpose of obtaining
explicit consent would result in
a breach of confidentiality” has
been omitted. This provides
context and should be
reinstated please.

We note that this may be out
of the scope of the IESBA
project, but in the IRBA Code
of Professional conduct certain
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clients are discussed in Sections 290 and 29 of this
Code.

assurance clients are set out in C1
and C2 of the Code.
Proposed wording:
240.4A

contingent fees are prohibited
and we have provided
suggested wording for its
inclusion.

Notwithstanding the paragraphs
above, a professional accountant
shall not charge contingent fees for
assurance services provided to
clients, or for the preparation of an
original or amended tax return, as
these services are regarded as
creating a self-interest threat to
objectivity for which appropriate
safeguards cannot be applied to
eliminate the threats or reduce them
to an acceptable level.
14

15

250.2

115.2 A1

If the professional accountant in public practice is in
doubt about whether a proposed form of
advertising or marketing is appropriate, the
professional accountant in public practice shall
consider consulting with the relevant professional
body.

If a professional accountant is in
doubt about whether a form of
advertising or marketing is
appropriate, the accountant is
encouraged to consult with the
relevant professional body.

290.24

401.3 A9

The determination of whether the professional
resources shared are significant, and therefore the
firms are network firms, shall be made based on

Whether the shared professional
resources are significant depends on
the circumstances. For example:
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the relevant facts and circumstances. Where the
shared resources are limited to common audit
methodology or audit manuals, with no exchange of
personnel or client or market information, it is
unlikely that the shared resources would be
significant. The same applies to a common training
endeavour. Where, however, the shared resources
involve the exchange of people or information, such
as where staff are drawn from a shared pool, or a
common technical department is created within the
larger structure to provide participating firms with
technical advice that the firms are required to
follow, a reasonable and informed third party is
more likely to conclude that the shared resources
are significant.

•

Where the shared resources are
limited to common audit
methodology or audit manuals,
with no exchange of personnel
or client or market information, it
is unlikely that the shared
resources would be significant.
The same applies to a common
training endeavour.

•

Where the shared resources
involve the exchange of
personnel or information, such
as where personnel are drawn
from a shared pool, or a
common technical department is
created within the larger
structure to provide participating
firms with technical advice that
the firms are required to follow, a
reasonable and informed third
party is more likely to conclude
that the shared resources are
significant.

No

Extant Code

Restructured Code

1

210.1

R320.3

Before accepting a new client relationship, a
professional accountant in public practice
shall determine whether acceptance would

A professional accountant shall apply the
conceptual framework set out in Section 120
to a professional appointment.
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create any threats to compliance with the
fundamental principles. Potential threats to
integrity or professional behaviour may be
created from, for example, questionable
issues associated with the client (its owners,
management or activities).
2

3

320.2 Accepting a new client or a new
engagement might create threats to
compliance with the fundamental principles.

Extract of 220.1

R310.6

A professional accountant shall not allow a
conflict of interest to compromise
professional or business judgment.

A professional accountant shall apply the
conceptual framework set out in Section 120
and shall not allow a conflict of interest to
compromise professional or business
judgment.

290.10

R400.10

In deciding whether to accept or continue an
engagement, or whether a particular
individual may be a member of the audit
team, a firm shall identify and evaluate
threats to independence. If the threats are
not at an acceptable level, and the decision
is whether to accept an engagement or
include a particular individual on the audit
team, the firm shall determine whether
safeguards are available to eliminate the
threats or reduce them to an acceptable
level. If the decision is whether to continue
an engagement, the firm shall determine
whether any existing safeguards will
continue to be effective to eliminate the

In applying the conceptual framework, a firm
shall:
(a) When evaluating the significance of threats
to independence, take qualitative as well as
quantitative factors into account;
(b) If a determination has been made that the
threats are not at an acceptable level, and the
decision to be made is whether to accept an
engagement or include a particular individual
on the audit team, determine whether
safeguards are available to eliminate the
threats or reduce them to an acceptable level;
(c) If the decision is whether to continue an
audit engagement, determine whether:
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threats or reduce them to an acceptable
level or whether other safeguards will need
to be applied or whether the engagement
needs to be terminated. Whenever new
information about a threat to independence
comes to the attention of the firm during the
engagement, the firm shall evaluate the
significance of the threat in accordance with
the conceptual framework approach.
290.11
Throughout this section, reference is made
to the significance of threats to
independence. In evaluating the significance
of a threat, qualitative as well as quantitative
factors shall be taken into account.

4

(i) Any existing safeguards will
continue to be effective to
eliminate the threats or reduce
them to an acceptable level;
(ii) Other safeguards will need to be
applied; or
(iii) The engagement needs to be ended;
and
(d) Whenever new information about a threat to
independence comes to the attention of the
firm during an audit engagement, evaluate the
significance of that threat in accordance with
the conceptual framework.

290.34

R403.3(b)

The firm shall take steps necessary to
terminate, by the effective date of the
merger or acquisition, any current interests
or relationships that are not permitted under
this Code.

In the circumstances set the firm shall take
steps to end any interests or relationships that
are not permitted by the Code by the effective
date of the merger or acquisition.

However, if such a current interest or
relationship cannot reasonably be
terminated by the effective date of the
merger or acquisition, for example, because
the related entity is unable by the effective
date to effect an orderly transition to another

Was there a need for an
exception to be brought in? Is
this within the scope of the
Restructure Code, as it
appears to introduce new
material?

We thus do not at face value
agree with the introduction of
It might not be reasonable to end an interest or
R403.3(c) and suggest that it
relationship by the effective date of the merger
should be deleted.
or acquisition. This might be because the firm
provides a non-assurance service to the
related entity, which the entity is not able to
403.2
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service provider of a non-assurance service
provided by the firm, the firm shall evaluate
the threat that is created by such interest or
relationship.

transition in an orderly manner to another
provider by that date.

The more significant the threat, the more
likely the firm’s objectivity will be
compromised and it will be unable to
continue as auditor. The significance of the
threat will depend upon factors such as:

R403.3(c)

•

The nature and significance of the
interest or relationship;

•

The nature and significance of the
related entity relationship (for example,
whether the related entity is a subsidiary
or parent); and

•

The length of time until the interest or
relationship can reasonably be
terminated.

The firm shall discuss with those charged
with governance the reasons why the
interest or relationship cannot reasonably be
terminated by the effective date of the
merger or acquisition and the evaluation of
the significance of the threat

As an exception to R403.3(b), if the interest or
relationship cannot reasonably be ended by
the effective date, the firm shall:
(i) Evaluate the threat that is created by the
interest or relationship; and…
403.3 A1
The more significant the threat, the more likely
the firm’s objectivity will be compromised and it
will be unable to continue as auditor. The
significance of the threat to objectivity might
depend upon factors such as:
•

The nature and significance of the interest
or relationship.

•

The nature and significance of the related
entity relationship (for example, whether
the related entity is a subsidiary

•

The length of time until the interest or
relationship can reasonably be ended or
parent).
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403.3(c)
As an exception to R403.3(b), …
(ii) Discuss with those charged with
governance the reasons why the interest or
relationship cannot reasonably be ended by
the effective date and the evaluation of the
significance of the threat.
3.

ISCA

Restructure that has resulted in a change of tone in the Code

Member Bodies
and Other
Professional
Organizations

We noted that the following paragraphs in the proposed Code could have a different meaning from that in
the extant Code:
(1)

Paragraph 310.7A1 of the proposed Code
We propose to add the phrase “or reduce it to an acceptable level” at the end of the first paragraph
after “…… to apply safeguards to eliminate the threat”. Safeguards could either eliminate a threat or
reduce it to an acceptable level. This will allow the restructured paragraph to be consistent in
meaning with that in the extant Code.

(2)
30.

Paragraph 330.3 A2 of the proposed Code
We propose to amend the phrase “……However, fee quotations create a threat to professional
competence……” to “……However, the level of fees quoted create a threat to professional
competence……”. The term “fee quotations” is more general as it could also relate to the manner in
which the fee quotation is given. In this instance, as the concern is with excessively low fees quoted,
it may be more appropriate to use “the level of fees quoted”, which specifically addresses the
quantum of the professional fees in relation to the relevant engagement.

(3)

Paragraph R510.10 of the proposed Code
We propose to remove the word “otherwise” from the sentence “If a firm…… and the interest would
not otherwise be permitted to be held under this section……” such that it reads “If a firm…… and the
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interest would not be permitted to be held under this section……”. The term “would not otherwise be
permitted” suggests that there will be some circumstances under which the interests are permissible.
On the other hand, “would not be permitted” as used in the Extant Code does not give such leeway.

JICPA

Member Bodies
and Other
Professional
Organizations

We believe that the restructuring has not changed the meaning of the Code.

KICPA

Member Bodies
and Other
Professional
Organizations

We think that there would be no significant changes to the meaning of the Code, comparing the
requirements with those of the existing Code.

KPMG*

Accounting
Firms

During the course of our review we did note instances where we believe the language in the restructured
version of the Code would result in a change in meaning when compared to the relevant extant language.
Examples of such instances are:

31.

32.

33.

A.

R521.6 (Extant 290.131) The requirement to consult in accordance with firm policies and
procedures regarding certain personal or family relationships has been limited to the firm and not
extended to network firm (the extant Code uses the term “firm” and does not explicitly indicate that
it does not apply to network firm as would be required per 290.3 unless otherwise stated).

B.

R524.3 (Extant 290.133) The limitation on partners joining audit clients has not been extended to
network firm, as arguably may have been the intent of extant language.

C.

R511.7 (Extant 290.122) Extant language describes circumstances under which having a bank or
brokerage account with a financial institution audit client would not create a threat to independence.
The restructured Code suggests such relationships are not permitted unless those same
circumstances exist, resulting in a prohibition rather than a need to assess threats and safeguards.

D.

R520.5 (Extant 290.124) Similar to the point in B above, extant language describes circumstances
in which a business relationship involving a closely held entity would not create threats to
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independence, whereas the restructured text states that such relationships are prohibited unless
the criteria is met.
E.

R420.3 (Extant 290.227) The prohibition on gifts and hospitality is not extended to network firm.

The list above is not intended to be comprehensive. It was compiled based on a reading of the exposure
draft as opposed to considering the revisions in relation to specific matters we may identify in practice. We
would have needed more time to go through this exercise. Given this, we question whether the exposure
draft process is sufficient to enable stakeholders to properly consider the question of whether the
restructuring has changed the meaning of the Code with respect to specific provisions. We recommend
that, prior to finalising the restructured Code, IESBA “pilot test” it with key stakeholders to determine
whether the requirements themselves have changed in meaning or, taken together with the application
material, would result in a different application in practice.
MIA

Member Bodies
and Other
Professional
Organizations

We believe that the restructuring does not change the meaning of the Code.

NASBA

Regulators and
Oversight
Authorities

N/A

NBA

Member Bodies
and Other
Professional
Organizations

N/A

NFCPAA

Member Bodies
and Other
Professional
Organizations

We don’t believe that the restructuring has changed the meaning of the Code in terms of the comparison
and comments on Mapping Table, a supplement to the Exposure Draft and prepared by the Staff of the
IESBA.

34.

35.

36.

37.

ROC
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NZAuASB

National
Standard
Setters

The NZAuASB has not identified any concerns that the proposed restructuring would change the meaning
of the extant Code.

OECFM

Member Bodies
and Other
Professional
Organizations

No

PAAB

Regulators and
Oversight
Authorities

We do not believe the restructuring has changed the meaning of the Code, but rather it has removed
ambiguity by separating the requirements from the application material.

PKF

Accounting
Firms

While not the intended consequence, there is always a risk that by distinguishing the provisions into
requirements and application material, users may read and interpret the Code differently. This may
however only become evident when the revised Code is implemented and applied in practice. We have no
comments on the current provisions in the ED.

PWC*

Accounting
Firms

We believe that there are some areas where the meaning has been changed. Our comments are provided
in Appendix 2.

38.

39.

40.

41.

42.

We recognise that the Board is making efforts to avoid unintended changes to the Code. We also recognise
through its outreach and consultative process that the Board has received significant input to assist with
the re-structure. Given that the restructuring results in substantial change to the “look and feel” of the
Code, and changes to the wording in the actual sections in the effort to improve clarity, we suggest that the
Board consider a pilot study among a limited number of users once the final code structure is determined,
but before final publication, to ensure that there are no unintended consequences and that the Code is
indeed “fit for purpose” in practice.
Appendix 2
DETAILED COMMENTS
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Paragraph
Ref.

Comment

Suggested wording (where
applicable)

Guide to the
Code, para
8.

As drafted this reads that the application material
helps “to apply the conceptual framework to….a
specific requirement”. We believe this could be more
clearly written.

In particular, the application
material is intended to help the
professional accountant to
understand how to apply the
conceptual framework to a
particular set of circumstances
and to understand and comply
with a specific requirement.

521.3A1 is an example of the former (where there is
no requirement as such other than to apply the CF to
those circumstances), whereas 524.3A1 is an
example of material that helps the accountant to apply
(or more precisely “comply with”) the requirement in
R524.3.
Thus the application material has two roles.

100.4 A1

We question whether this reference to breaches of the
independence requirements is necessary and
appropriate here in Part A. This is clearly covered in
Parts C1 and C2 and arguably confuses the message
here.

110.2

It may be helpful to include a statement after this
provision to indicate that compliance with the
fundamental principles may be threatened as this may
help the flow of the document and help the reader.
Supplement 4 to Agenda Item 3
Page 235 of 274

Supplement 4 to Agenda Item 3 Structure ED-1 – Compilation of Specific Comments
IESBA Meeting (September 2016)

#

Source

Stakeholder
Category

Detailed Comment

R113.1

The inclusion of “based on current developments in
practice, legislation and techniques” represents a
change to the code, albeit not a significant one.
We question whether the reference to “developments”
is appropriate and we believe that there should
continue to be a reference to professional standards.

310.8 A1

The nature of the services and the interests and
relationships might change during the engagement.
This is often true in a situation that might become
adversarial, although there is no dispute when the
engagement begins.
The change in the word “often” from the extant
“particularly true” changes the meaning. The extant
code is in effect a point of emphasis, whereas the
word “often” implies a frequency. We suggest
reverting to the extant language.

400.2

The definition of “Independence in appearance” has
been changed to include a reference to the
“assurance team”. This seems inappropriate in the
context of C1 and a reference to “audit team” in C2
would similarly be inappropriate. We recommend this
be reconsidered.

R402.2

The interaction of this provision on documentation of
conclusions and the proposed new requirement
regarding an “overall assessment (as proposed in the
ED on safeguards) is not clear in our view.
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We have provided comments on the proposal for an
“overall assessment” in our response to the Board’s
ED on safeguards. We refer the Board to our
comment letter and recommend that this provision be
re-considered in the light of deliberations on that
overall assessment.
403.2

In the context of mergers and acquisitions the
proposed phrase “it might not be reasonable to end
and interest or relationship by the effective date” does
not seem to say quite the same thing as the extant
code which says “cannot reasonably be terminated
by…”

We recommend reverting to the
extant language.

R510.7 and
many
others, such
as R511.4

The drafting of various provisions has been changed
from “a member of that individual’s immediate family”
to, for example, “that individual’s immediate family
member”.

We recommend reverting to the
extant language throughout.

This does not seem to read well, and indeed implies
that the individual only has one immediate family
member or that the restriction applies only to one
family member.
R510.9

The financial interests are immaterial to the firm, the
network firm, the audit team member, that individual’s
immediate family member and the audit client, as the
case may be; or
This represents an unintended change to the code as
it states that the interest has to be immaterial to the
holder (for example the audit team member or the
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family member who holds the interest). Consistent
with 510.3 (and the extant Code) their combined net
wealth may be taken into account in evaluating the
permissibility of the interest.
In contrast, the construct of R511.6 seems clearer
(use of “and”). Consistency is needed though.
R524.6

Senior or Managing Partner is the more common term
used in firms (although Chief Executive may be used).
We recommend reverting to the language in the
extant code. This would also then be consistent with
the term used in the definition of “audit team”.

Definitions
Acceptable
level

We note that the phrase “weighing all the specific
facts and circumstances available to the professional
accountant at the time” has been moved to the
definition of a “reasonable and informed third party”.
While we can see the logic of including this in the
latter, we wonder if the definition of “acceptable level”
is deficient, not least because it requires a cross
reference to another definition.
We have provided comments on this in our response
to the Board’s ED on Safeguards and would ask the
Board to consider those comments.

Reasonable
and
informed
third party

This has in effect been expanded from the current
code to include facts and circumstances that the PA
“or could reasonably be expected to know”. We have
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commented on this in our response to the ED on
Safeguards.

43.

RSM UK*

Accounting
Firms

We do not discern changes in the meaning of any of the specific provisions but we recommend that a
technical advisory group monitor for that potential.

SAICA

Member Bodies
and Other
Professional
Organizations

SAICA believes that the meaning of the Code has not changed. A detailed review of the Map provided
together with the ED does provide a degree of assurance that no key provisions have been significantly
altered or omitted.

44.

We do note that a section of the extant code that provided important process guidance in Ethical Conflict
Resolution have not been carried forward e.g.100.19 to
100.24 of the extant code (2015 edition) which we believe is a serious omission. These sections deal with
the ethical conflict resolution and in our view the dilution of the information from the Code is not acceptable.
We would like to request that the detail in these sections be re-included in the Code.

SCM

Regulators and
Oversight
Authorities

N/A

SMPC

Member Bodies
and Other
Professional
Organizations

It is important that the restructuring project does not change the meaning of the Code. The Committee
supports the approach outlined in the Explanatory Memorandum where IESBA has noted the matters
identified that would involve potential changes outside the scope of the project for further consideration
when it develops its next strategy and work plan.

45.

46.

We believe there are a few instances where the Board has added new or deleted existing text that may
change the existing obligations and as such fall outside the scope of the restructuring project. For example,
the addition of “based on current developments in practice, legislation and techniques” to requirement
113.1 may change the obligation and deleting “This includes actions that a reasonable and informed third
party, weighing all the specific facts and circumstances available to the professional accountant at that
time” from R115.1 could have practical implications for understanding the extant requirements. We note
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there is a revised explanation of the reasonable and informed third party in 120.4 A1, but believe the IESBA
should give this further consideration which may include adding cross-references.
In paragraph 112.3 A2 it is indicated that C1 and C2 set out independence requirements and application
material for professional accountants in practice, but it is now not clear the content only relates to audit,
review and other assurance engagements.
The diagram covering the ‘Parts of the Code’ includes the title ‘International Independence Standards’,
which we do not believe is appropriate. There are some requirements related to independence affecting
accountants in public practice (i.e. those not undertaking audit, review or other assurance engagements),
which are not included in C1 and C2. For example, paragraph 340.2 related to gifts and hospitality.
The diagram may also benefit from highlighting that Part B Professional Accountants in Business includes
those in commerce, as well as those in the public sector, education, the not-for-profit sector etc.
We will continue to review the changes once the restructured code is available in its entirety.

SRA

Accounting
Firms

We concur with the text, proposed in the ED, with the following remarks. We understand that it is considered
to make separate provisions in the Code for professional accountants serving PIE’s and non-PIE’s. We do
not support such a division in the provisions in the Code. In our view the Code should be the same for both
categories of professional accountants.

UK

Regulators and
Oversight
Authorities

See our comments at question g in respect of section 411 on ‘Compensation and Evaluation Policies’.

47.

48.

FRC

49.

VRC

Preparer of
Financial
Statements

The VRC reviewed the ED ‘Improving the Structure of the Code of Ethics for Professional Accountants
Phase I’. The VRC supports the ED and has no objections or further comments.

WPK

Member Bodies
and Other
Professional
Organizations

A final assessment of this question will require a profound and time consuming analysis of each and every
paragraph of the Code. Furthermore, the overall effect of the different phases of the restructuring has to be
taken into consideration when answering this question.

50.
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However we ask the IESBA to make sure that no changes in the meaning of requirements due to the
restructuring of the Code take place. Below is an example of – what we think – is a change in meaning:
•

112.3.A1 Objectivity: Whereas the extant Code (280.2) describes the relationship between the
fundamental principle of objectivity and the concept of independence correctly by mak- ing clear
that independence derives from objectivity, independence is now described as a measure of
objectivity in relation to assurance engagements.

We believe this paragraph to be conceptually wrong as it would imply that a person that complies with
independence standards can be considered to be acting with objectivity when performing assurance
engagements. As drafted the restructured Code suggests that objectivity can be measured. It ignores that
objectivity as such is not subject to simple measurement, nor does the compliance with independence
standards allow to conclude that the individual concerned applied objectivity. Furthermore, the drafted text
suggests that objectivity for activities other than assurance engagements can be measured as well, but
leaves it open of how in the view of the Board such objectivity can be “measured”.
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Question 4 – Independence Standards
Other Matters
4.

Do you have any comments on the clarity and appropriateness of the term “audit” continuing to include “review” for the purposes of the
independence standards?

Note: Members of the Monitoring Group are shown in bold below.
#

Source

Stakeholder
Category

Detailed Comment

AAT

Member Bodies
and Other
Professional
Organizations

3.10.

ACCA

Member Bodies
and Other
Professional
Organizations

The requirement to demonstrate independence as a measure of objectivity applies equally to an audit and
a review engagement, and the drafting of the independence standards and the glossary set this out
accurately. However, it is essential that professional accountants referring to the Code do not lose sight of
the fact that ‘audit’ includes ‘review engagement’ and ‘audit team’ includes ‘review team’. It should be
remembered that the objective of the restructuring is to clarify and raise the visibility of the Code’s
requirements. Therefore, in the independence standards, the use of the term ‘audit’ throughout should be
explained and highlighted up front.

1.

2.

AAT understands why IESBA has used the term audit to include review for the purposes of the
independence standards. In the context that it has been used throughout the document its clear
why the term audit has been used to include review. AAT does not envisage any issues with the
use of this wording.

In this context, a foot note is not sufficient.
AIA

Member Bodies
and Other
Professional
Organizations

We support the inclusion of review within the term audit for the purpose of the independence standards.

AICPA

Member Bodies
and Other
Professional
Organizations

No. We do not have any comments on the clarity and appropriateness of the term “audit” continuing to
include “review” for the purposes of the independence standards nor are we aware of any confusion this
may have caused in practice. The AICPA Code of Professional Conduct does not contain separate
independence provisions for audits/reviews and other assurance services, save for some minor exceptions.

3.

4.
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APESB

Member Bodies
and Other
Professional
Organizations

Referring explicitly to the terms ‘audit’ or ‘review’ in C1
APESB expresses some concern on the continued use of the collective term ‘audit’ to include ‘review’ in
C1. In Australia and in most other jurisdictions different standards are issued for audit engagements
(Australian Auditing Standards) compared to review engagements (Australian Standards on Review
Engagements) which create a clear distinction between these two different types of engagements.
Additionally, the defined terms ‘review client’, ‘review engagement’ and ‘review team’ are distinguished
from ‘audit client’, ‘audit engagement’ and ‘audit team’ in the glossary. Thus, we believe that the Code’s
Independence requirements should similarly address this distinction.
It is possible for recurring review engagements to exist which do not involve or relate to a recurring audit.
In these circumstances, inexperienced users may misinterpret the Code if it does not directly address
review engagements.

5.

We note that the New Zealand Auditing and Assurance Standards Board (NZAuASB) has amended their
Code to specifically state “audit or review” in their Professional and Ethical Standard 1 Code of Ethics for
Assurance Practitioners (PES 1).
Furthermore, APESB notes that the IESBA has differentiated audit engagements from review
engagements in the NOCLAR Exposure Draft. We understand that this is due to the provision of review
engagements and the perceived level of public reliance on the review engagements which vary significantly
around the world.
APESB is of the view that the Code is clearer when terms are used in a consistent manner across all
sections of the Code. Therefore, we propose that the IESBA considers referring explicitly to audit or review
in C1 in the proposed Code.
However, if IESBA determines to continue with the current approach in the Structure ED, we propose the
following:
•

Review the Structure ED for the use of the term ‘audit’ and determine whether the use of “audit
engagement” is more appropriate. We believe that the colloquial use of the term “audit” should be
avoided, and it should be used in context.

•

We note that the terms ‘audit engagement’, ‘audit team’, ‘audit client’ and ‘audit report’ are not
marked with a footnote when they appear for the first time in the other sections of Part C1 (e.g.
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section 410 Fees, section 411 Compensation and Evaluation Policies etc.). Therefore, we propose
that these terms are marked with a footnote when they appear for the first time in all sections of
part C1 to clearly specify that ‘audit’ includes ‘review’ in the relevant sections. This will also avoid
any confusion when professional accountants refer to selected sections of the Code when dealing
with a specific matter.

Assirevi

Member Bodies
and Other
Professional
Organizations

N/A

BDO*

Accounting
Firms

We have no comments. This is consistent with the extant Code and we believe there is no reason to change
the current practice.

CAANZ

Member Bodies
and Other
Professional
Organizations

We have no specific comments in regards to this question.

CHI

Accounting
Firms

“Audit” is a distinct professional discipline and service, supported by comprehensive standards, and subject
in many jurisdictions to independent oversight and regulation. “Review” is a separate activity and is best
combined with “other assurance services” in the Code.

CIMA

Member Bodies
and Other
Professional
Organizations

References to “audit”, “assurance engagement”, “engagement partner”, “review engagement”, “nonassurance engagement” – these appear inconsistent at present. A full check of the text prior to publishing
should pay particular attention to this.

CPA
Canada

Member Bodies
and Other
Professional
Organizations

We believe the use of “assurance” would be better and if not assurance, then the use of “audit” and “review”
separately identified would be strongly preferred.

6.

7.

8.

9.

10.

11.
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CPAA

Member Bodies
and Other
Professional
Organizations

In line with the objectives of this project, we support the unambiguous and consistent use of terms, so we
urge the use of the term ‘audit or review’.

DSF
Juvenal

Individual

No. I do not have on the clarity and appropriateness of the term “audit” continuing to include “review” for
the purposes of the independence standards.

DTTL*

Accounting
Firms

We support that the term “audit” include “review” for the purpose of the independence standards. We do
not support adding a standalone section solely for reviews, as the concepts in the independence standards
apply equally to review and audit engagements.

EYG

Accounting
Firms

No. We have no specific concerns with respect to the term “audit” continuing to include “review” for the
purposes of the independence standards.

FAR

Member Bodies
and Other
Professional
Organizations

FAR has no problem with letting "audit" include "review" for the purposes of the independence standards.

FEE

Member Bodies
and Other
Professional
Organizations

It should be stated that independence equally applies to review engagements instead of mentioning that
the audit engagement includes the review.

FSR

Member Bodies
and Other
Professional
Organizations

No.

GAO

Public Sector
Organizations

In our view, the section on independence standards’ continuing to address both “audit” and “review”
engagements is clear and appropriate in the restructured Code. We believe that the following addition to
paragraph 400.1 would further clarify this information in the Code:

12.

13.

14.

15.

16.

17.

18.

19.
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In this section, “audit”, “audit team”, “audit engagement”, “audit client”, and “audit report” include
review, review team, review engagement, review client, and review report.
Such a sentence was included in paragraph 290.3 in the extant Code’s “Independence for Audit and
Review Engagements section.” However, in the restructured Code it was moved to the Glossary. Also
including it in the introductory paragraph for the “Independence for Audit and Review Engagements” section
would emphasize the description in the conceptual framework.

GTI*

Accounting
Firms

GTIL believes it is appropriate for the term “audit” to continue to include review engagements. As the
independence requirements are the same for both audits and reviews, it is much easier for the user to read
the sections without continually stating audit and review throughout the sections. In addition, the use of
the term audit to include review has been in existence and understood by users for some time.

HKICPA

Member Bodies
and Other
Professional
Organizations

We agree with the IESBA's approach to continue including "review" in the term "audit" for the purposes of
the independence standards. We consider that the definition of the term is clearly set out in the footnotes
in the proposed independence standards and in the glossary.

ICAB

Member Bodies
and Other
Professional
Organizations

No Comment

ICAEW

Member Bodies
and Other
Professional
Organizations

29.

20.

21.

22.

23.

The varied level of assurance and procedures involved mean that review engagements are actually
on a continuum rather than being engagements that sit at a single point between audits and nonaudit assurance work. Audits are often required by law and exist within a framework of strict
regulation, review engagements, on the other hand, are often contracted
voluntarily and for a
specific purpose rather than wider stakeholder edification. As long as this situation persists it would
be prudent to continue to require all the independence standards that attach to an audit for a review
engagement, however this may also present a good opportunity to reconsider the concept of review
engagement.
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ICAG

Member Bodies
and Other
Professional
Organizations

We agree with the Board’s position to continuing to include “review” to the term “audit” as very appropriate.

ICAS

Member Bodies
and Other
Professional
Organizations

Whilst for brevity there is undoubtedly a benefit of continuing with this type of approach we do have certain
reservations in that regulators generally focus their attention on audit and the related independence
requirements of auditors. There is a danger that the independence requirements associated with a lesser
assurance engagement may get unnecessarily burdened with stricter than necessary independence
requirements as an unintended consequence. Consideration therefore needs to be given to the costs and
benefits of continuing with this policy.

IDW

Member Bodies
and Other
Professional
Organizations

Using a definition of audit (i.e. to include review) just for part of the Code remains very awkward. In
particular it makes the Code susceptible to misunderstanding by readers not anticipating the attribution of
a different meaning to terminology that is familiar to the profession and clients and often used in law. We
suggest instead of retaining this awkward construct, the Code specify where particular paragraphs drafted
for audits apply equally to review engagements.

IOSCO

Regulators and
Oversight
Authorities

See Supplement 3 to Agenda Item 3.

IPA

Member Bodies
and Other
Professional
Organizations

The restructured Code refers to Independence – Audit and Review Engagements. The continued use of
the reference to both audit and review engagements should remain. There are circumstances where the
Professional Accountant in Public Practice may perform review engagements only or may unintentionally
assume the independence requirements apply to audit engagements only.

IRBA

Regulators and
Oversight
Authorities

4.1.

24.

25.

26.

27.

28.

29.

We agree that the term audit should refer to audit and review. All independence requirements that
are applicable to an audit engagement should be equally applicable to a review engagement. This
is in keeping with the extant Code.
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4.2.

We agree that the repetition of “audit and review” would not be helpful to readers that have an
understanding of the Code. However, first-time readers or readers not familiar with the Code may
erroneously not read audit in the correct context.

4.3.

Additionally, as the term “audit” is widely used and understood, the reader may not refer to the
glossary for a definition.

4.4.

Thus we suggest that the extant paragraph 290.3 be retained in the restructured Code and moved
to the Guide of the Code to allow for better understandability.

Member Bodies
and Other
Professional
Organizations

N/A

JICPA

Member Bodies
and Other
Professional
Organizations

We do not have any specific comments.

KICPA

Member Bodies
and Other
Professional
Organizations

We have no comments.

KPMG*

Accounting
Firms

We are not opposed to continued use of the term “audit” to include “review” engagements for purposes of
the independence standards.

MIA

Member Bodies
and Other
Professional
Organizations

The clarification on the term “audit” includes “review” should remain in the body of the Code, in addition to
its inclusion in the glossary, to alert the users of the Code.

31.

32.

34.

Detailed Comment

ISCA
30.

33.

Stakeholder
Category
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NASBA

Regulators and
Oversight
Authorities

N/A

NBA

Member Bodies
and Other
Professional
Organizations

N/A

NFCPAA

Member Bodies
and Other
Professional
Organizations

We are generally supportive of the clarity and appropriateness of the term “audit” continuing to include
“review” for the purposes of the independence standards as well as the clarity and appropriateness of the
restructured material in the way that it distinguishes firms and network firms.

National
Standard
Setters

Absolute consistency in how terms are used is important to promote understanding and consistent
application. The NZAuASB urges the IESBA to consider how users of the Code make use of the Code. A
professional accountant is unlikely to read the Code from cover to cover but will refer to a specific paragraph
of a section that is relevant to the ethical situation presenting itself.

35.

36.

37.

ROC

NZAuASB

38.

The NZAuASB has not considered it appropriate to use the term “audit” to include “review” in the extant
code in New Zealand and has amended all such references to refer to both audit and review. This was to
avoid unintended breaches of the code where a practitioner refers only to one section and not the entire
code. The NZAuASB considers that there is further reason to refer to both audit or review specifically given
the recent proposals by the IESBA that distinguishes between audit and review in the NOCLAR section.
The NZAuASB considers that it will be potentially confusing for one section of the Code to refer to audit to
include review and another section to exclude it. The exposure draft has not been consistent in that in the
table of contents the proposed list refers to Audit and Review in the title of C1 and section 402 but then just
to an audit client in section 522, 523 and 524. All inconsistencies promote confusion and promote the risk
of unintended breaches. The NZAuASB strongly recommends that references to “audit” should be
amended to refer to “audit and review” in all instances where that is intended. Footnote 17 and reference
to C1 in the glossary are not enough to clarify this inconsistent use of terminology.
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In addition, the proposed clarification that audit include review is removed from the introduction to part C1
and added to the glossary. If this approach is retained additional emphasis should be given to this fact
within the body of part C1.

OECFM

Member Bodies
and Other
Professional
Organizations

Sections 400 to 600: The term 'audit' is used to show the two missions. It is better to use the term
"engagement" instead of "Audit" each time that the two missions are concerned in order to avoid confusions
(Example : Instead of "audit client" use "engagement Client", instead of "audit team", use "engagement
Team"...)

PAAB

Regulators and
Oversight
Authorities

No

PKF

Accounting
Firms

We understand the need for brevity in the Code, but do not support the use of “audit” where it is intended
to also refer to reviews. Although the fact that “audit” refers to both an audit and a review engagement is
clearly stated in the Guide to the Code (as an example), the glossary, titles used in Part C1 and in the
footnotes, we remain concerned that if an infrequent user were to read only Part C1 they will have not read
the definition of audit, or may believe that the same is true for other parts of the Code. The repetition of
footnotes is more cumbersome than simply using the words “audit and review” each time that is intended.
We therefore suggest simply using ‘audit and review’ in each case where this is the intention.

PWC*

Accounting
Firms

We support continued use of this approach to reduce repetition and unnecessarily long sentences.

RSM*

Accounting
Firms

We found an unhelpful lack of specification to attach to 'review' and recommend some more work be done
in this respect.

SAICA

Member Bodies
and Other
Professional
Organizations

In SAICA’s view we are comfortable that both Review and Audit are Assurance activities. And similar
independence requirements are applicable to both engagements. We fully support that audit should
include review for the independence standards. It should be made very clear that audit includes review so
no confusion exists as to what part applies to which type of engagement.

39.

40.

41.

42.

43.

44.
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SCM

Regulators and
Oversight
Authorities

In this regard, the AOB has no objection to the proposed changes outlined in the exposure draft on
improving the structure of the Code.

SMPC

Member Bodies
and Other
Professional
Organizations

It is anticipated that review engagements may be a growing source of revenue for SMPs due to the rise,
or introduction of, audit thresholds meaning that increasing numbers of small- and medium-sized entities
(SMEs) no longer require an audit.

45.

46.

Overall we support the approach for the term “audit” continuing to include “review” for the purposes of the
independence standards. We recognize that it may not be ideal, but the alternative of specifying both terms
each time would increase the length of the Code with limited benefits as the requirement to be independent
applies equally to an audit and review engagement. We also do not believe that there should be a separate
section in the Code for review engagements.
Footnotes 14-17 highlight that “audit engagement”, “audit team”, “audit client”, “audit report” also includes
“review engagement”, “review team”, “review client” and “review report”. However, one of the objectives of
the restructuring is to increase the visibility of the Codes requirements and therefore we do not consider
these footnotes to be sufficient. Our preference is to retain the extant description (290.3) as part of the
introduction.

SRA

Accounting
Firms

We concur with the text, proposed in the ED, with the following remarks. We understand that it is considered
to make separate provisions in the Code for professional accountants serving PIE’s and non-PIE’s. We do
not support such a division in the provisions in the Code. In our view the Code should be the same for both
categories of professional accountants.

UK

Regulators and
Oversight
Authorities

In our response to the 2014 Consultation Paper we said that we do not agree that it is appropriate for the
term “audit” to be deemed to include “review engagement” for the purpose of particular sections where
considerations are essentially the same (e.g. In relation to independence). In the course of our revision of
the FRC Ethical Standard for auditors we addressed a similar issue by referring generically to
‘engagements’ whilst being precise about the specific application to different types of engagement (whether
audit or not) where they differed – our standard is designed to apply to all engagements for which we issue
performance standards (and is broader in scope than audit and review engagements).

47.

FRC
48.
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49.

VRC

Preparer of
Financial
Statements

The VRC reviewed the ED ‘Improving the Structure of the Code of Ethics for Professional Accountants
Phase I’. The VRC supports the ED and has no objections or further comments.

WPK

Member Bodies
and Other
Professional
Organizations

We have no comments.

50.
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Question 5 – Firms and Network Firms
Other Matters
5.

Do you have any comments on the clarity and appropriateness of the restructured material in the way that it distinguishes firms and network firms?

Note: Members of the Monitoring Group are shown in bold below.
#

Source

Stakeholder
Category

Detailed Comment

AAT

Member Bodies
and Other
Professional
Organizations

3.11.

ACCA

Member Bodies
and Other
Professional
Organizations

There is the need for a professional accountant to identify network firms in order to be able to identify
threats to independence. We welcome the clear distinction between ‘firms’ and ‘network firms’ in the body
of the Code. This approach is consistent with the objective of the restructuring to clarify and raise the
visibility of the Code’s requirements, and is also consistent with our recommendation, under question 4
above, in respect of audits and review engagements.

AIA

Member Bodies
and Other
Professional
Organizations

We believe that the restructured material does clearly and appropriately distinguish firm and network firms.

AICPA

Member Bodies
and Other
Professional
Organizations

No. We do not have any comments on the clarity of the restructured material in the way that it distinguishes
firms and network firms other than we believe it remains appropriate.

APESB

Member Bodies
and Other
Professional
Organizations

APESB is supportive of the restructured approach to explicitly state ‘Network Firm’ in the relevant
provisions (e.g. subsections on Network Firm in sections 310 and 401). We agree that the restructured
Code has appropriately distinguished network firms from firms.

1.

2.

3.

4.

5.

AAT agrees with the way that the code distinguishes between firms and network firms. The
definitions are clear therefore does not leave any ambiguity as to what the requirements are.
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Assirevi

Member Bodies
and Other
Professional
Organizations

2.1.2 Definition s of Firm and Network firm (see Question no. 5 of the Exposure Draft) Reading the definition
of "Firm" and "Network firm " and the provisions of Section 401, it would seem that only the auditing firm
is covered by the notion of "Firm", while all the other firms belonging to the same network come under the
definition of "Network firm ". This clarification was really necessary in Assirevi's view and the distinction
seems fully acceptable. This Association hopes that this approach is also confirmed in the revision of the
entire Section 290.

BDO*

Accounting
Firms

We have three comments with respect to firms and network firms:

6.

7.

See response to 1 (b) above

2)

See response to 3 above

3)

C1 – R401.2 states, ‘A network firm shall be independent of the audit clients of the other firms
within the network where C1 specifically requires such independence’. For clarity and
understandability, it would be helpful to cross reference the specific sections in C1 where
independence is required for network firms.

CAANZ

Member Bodies
and Other
Professional
Organizations

We have no specific comments in regards to this question.

CHI

Accounting
Firms

The distinction between “firm” and “network firm” is a welcome inclusion in the restructured Code. The
approach taken in Section 401 is generally clear and the terminology used to describe a “network firm” is
appropriate.

CIMA

Member Bodies
and Other
Professional
Organizations

As CIMA regulates individuals only we have no specific comment upon this. We would expect the
requirements and guidance applicable to those individuals working in firms and network forms to be
sufficiently understandable to apply to those individuals when considering issues around firms and network
forms.

CPA
Canada

Member Bodies
and Other

Generally, we found the description of network firm sufficiently broad but found the description of firm
potentially narrow in its references to structures known to exist today which may become limiting for the

8.

9.

10.

11.

1)
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Professional
Organizations

future. Through discussion, other terms such as organization or entity were identified as broader terms
allowing for future flexibility in considering new and different business structures that may be firms of the
future.

CPAA

Member Bodies
and Other
Professional
Organizations

We support the restructured approach adopted.

DSF
Juvenal

Individual

No. I do not have any comments on the clarity and appropriateness of the restructured material in the way
that it distinguishes firms and network firms.

DTTL*

Accounting
Firms

We do not support distinguishing network firms from firms in the manner proposed. The extant Code is
clear in 290.4 and 290.13 that in the case of audit engagements, it is in the public interest that firms and
network firms shall be independent of audit clients. The Board has changed this concept significantly by
stating that a network firm shall be independent of the audit clients of other firms only where “C1 specifically
requires such independence”. We consider this decreases the importance of network firms being
independent of the audit clients of other firms in its network. We support maintaining the extant
requirements that “firm” includes “network firm” other than in limited stated circumstances.

12.

13.

14.

If the Board’s proposed approach is taken, we consider that the Board has incorrectly removed
requirements applicable to network firm in several places. For example, Subsections 403 and 404 both
discuss numerous situations where “the firm” is required to take steps, including ending interests or
relationships. Both subsections are silent on the fact that the interests and relationships causing the threat
or the breach may in fact be the interests and relationships of a network firm (and therefore the steps would
need to be taken by the network firm). In addition, the sections on employment relationships and family
relationships now only apply to the firm that is issuing the opinion, when these provisions should apply
equally to relationships with network firms as is the case in the extant Code.
Finally, at times the restructured Code refers to “a firm” and other times it refers to “the firm”. It is not clear
whether there is a reason for this or a distinction.
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EYG

Accounting
Firms

Although we support the effort to distinguish firms and network firms, we believe additional time is needed
to ensure that these distinctions are properly drawn throughout the Code. As mentioned above, we have
particular concern with respect to content regarding mergers and acquisitions, breaches, and family and
employment matters, but recommend that additional careful review should be undertaken to ensure
appropriate use of these respective terms in all sections of the Code where they appear.

FAR

Member Bodies
and Other
Professional
Organizations

FAR suppotts this change, as it adds to the clarity of the Code.

FEE

Member Bodies
and Other
Professional
Organizations

Regarding the reference to firms and network firms, the proposed restructured Code introduces a paradigm
shift as it amends the previous general rule by clearly distinguishing between the two concepts.

15.

16.

17.

The Federation believes that this amendment introduces some clarity and certainty regarding the
addressees of the provisions, which contributes to the understandability of the Code.
As previously mentioned, the Code should stick to the principle that it addresses professional accountants
in general (that include firms in the definition) and therefore should not include any specific requirements
addressed to firms or network firms.

FSR

Member Bodies
and Other
Professional
Organizations

N/A

GAO

Public Sector
Organizations

We believe the proposed restructured Code clearly and appropriately distinguishes between firms and
network firms.

GTI*

Accounting
Firms

In light of the Board’s objective to simplify the Code, it is curious as to why there would be a desire to
separate network firm from firm. As one reads the Code now, the repetitiveness of the term network firm
does the exact opposite of the Board’s objective. It would be more impactful if the board left the definition
as is and only noted exceptions to its use. For example, wording such as the following could be considered,

18.

19.

20.
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“the firm, excluding network firms”. These situations are limited and would clearly highlight the differences
to the users. Now, the user needs to make sure they are aware of any situations where the term network
firm is not included and then understand that the requirement is not applicable for network firms in that
instance. To highlight, in section 410.8, the term firm is used and in 410.9 firm and network firm are used.
Why is there a difference? The user now needs to try and understand the Board’s rational for not including
network firm.
The Board did not decide to separate review from audit, presumably because of the repetitiveness. One
would think a similar thought process would be put in place for firm and network firm. In addition, similarly
to the use of the term audit to include review, firm including network firm has been in existence and
understood by users for some time.

HKICPA

Member Bodies
and Other
Professional
Organizations

We consider that the way the restructured material distinguishes network firms from firms increases the
clarity of the roles of firms and network firms when assessing independence for audit and review
engagements. Specifically, we agree that the term 'firm' is not used to include network firm and that 'network
firm' is used only when relevant to considering interests or relationships which may create a threat to
independence.
However, we note that the restructured Code does not explicitly require the consideration of network firms
when applying the conceptual framework in the following circumstances:

21.

•

Accepting gifts or hospitality from an audit client (proposed section 420)

•

Recent service with an audit client (proposed section 522)

•

Employment with an audit client (proposed section 524)

We consider that the proposed drafting may create an impression that firms are not required to consider if
threats to independence are created by network firms in the above circumstances. We are not sure whether
this is consistent with what the IESBA is intended to achieve. We recommend that the IESBA reconsiders
the appropriateness and clarity of the restructured Code in this context in order to ensure consistent
application of the Code.
22.

ICAB

Member Bodies
and Other

No Comment
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Professional
Organizations
ICAEW

Member Bodies
and Other
Professional
Organizations

30.

ICAG

Member Bodies
and Other
Professional
Organizations

We agree with the Board’s position.

ICAS

Member Bodies
and Other
Professional
Organizations

We welcome IESBA’s work in this respect. We believe that this will help to improve the clarity of the Code.

IDW

Member Bodies
and Other
Professional
Organizations

We have no comments in this context.

IOSCO

Regulators and
Oversight
Authorities

See Supplement 3 to Agenda Item 3.

IPA

Member Bodies
and Other
Professional
Organizations

No further comments.

23.

24.

25.

26.

27.

28.

No.
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IRBA

Regulators and
Oversight
Authorities

5.1.

We note that the differentiation between firm and network firm will make the Code clearer and
easier to understand.

5.2.

The IESBA may want to consider the inclusion of network firm as it appears to have been omitted
in the two paragraphs below :
•

R400.11 As defined, an audit client that is a listed entity includes all of its related entities. For
all other entities, references to an audit client in C1 include related entities over which the client
has direct or indirect control. When the audit team knows, or has reason to believe, that a
relationship or circumstance involving any other related entity of the client is relevant to the
evaluation of the firm’s (network firm’s) independence from the client, the audit team shall
include that related entity when identifying and evaluating threats to independence and
applying appropriate safeguards; and

•

R403.2 It might not be reasonable to end an interest or relationship by the effective date of the
merger or acquisition. This might be because the firm (network firm) provides a non-assurance
service to the related entity, which the entity is not able to transition in an orderly manner to
another provider by that date.

29.

ISCA

Member Bodies
and Other
Professional
Organizations

N/A

JICPA

Member Bodies
and Other
Professional
Organizations

We do not have any specific comments.

KICPA

Member Bodies
and Other
Professional
Organizations

We have no comments.

30.

31.

32.
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KPMG*

Accounting
Firms

We believe the restructured material is clear in distinguishing firms and network firms. See responses to
question 3 regarding noted instances involving the exclusion of network firm from certain requirements in
the restructured text.

MIA

Member Bodies
and Other
Professional
Organizations

Firms and network firms are clearly and appropriately distinguished in the restructured Code.

NASBA

Regulators and
Oversight
Authorities

N/A

NBA

Member Bodies
and Other
Professional
Organizations

N/A

NFCPAA

Member Bodies
and Other
Professional
Organizations

We are generally supportive of the clarity and appropriateness of the term “audit” continuing to include
“review” for the purposes of the independence standards as well as the clarity and appropriateness of the
restructured material in the way that it distinguishes firms and network firms.

National
Standard
Setters

The NZAuASB is supportive of the proposals to distinguish firms and network firms, where relevant, i.e.
that “network firm” be separately referred to and should be excluded from references to “firm” as in the
extant Code. This will make it clearer where there are implications for the network firm. The NZAuASB
considers that this proposal will result in consistent use of terminology and therefore is fully supportive of
the change.

33.

34.

35.

36.

37.

ROC

NZAuASB

38.

The NZAuASB has not identified any places where the reference to network firm has not been included
where we consider that it should be.
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OECFM

Member Bodies
and Other
Professional
Organizations

No

PAAB

Regulators and
Oversight
Authorities

No

PKF

Accounting
Firms

We support these proposed changes as it significantly enhances the clarity of the provisions related to
network firms.

PWC*

Accounting
Firms

In general we have no objection to this. It is correct that some of the responsibilities continue to be that of
“the firm” which is responsible for the audit opinion taking into account network considerations and
requirements (as in the case of responding to the impact of breaches on independence of the reporting
firm).

39.

40.

41.

42.

43.

44.

It is important that there is clarity on the implications for the Network. We note, for example, that Section
524 on “Employment with an Audit Client” contains no reference to the network. This would appear to be
a change as under the extant Code the reference to the “firm” in extant 290.132 would include a network
firm (per 290.3), so that a former partner in a network firm joining an audit client of the audit firm would
need to be considered.
RSM UK*

Accounting
Firms

We have nothing to add in this respect.

SAICA

Member Bodies
and Other
Professional
Organizations

The definition and application of the “network firm” definition is an area where difficulties are observed and
decisions regarding network firms are not always in full compliance with the Code. In our view the concept
of a reasonable and informed third party is not considered enough. We encourage the improvement of the
link with conflict of interest as per R310.9.
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SCM

Regulators and
Oversight
Authorities

In this regard, the AOB has no objection to the proposed changes outlined in the exposure draft on
improving the structure of the Code.

SMPC

Member Bodies
and Other
Professional
Organizations

We agree with proposed restructuring to remove the dual meaning of “firm” in the independence provisions
and distinguish network firms from firms.

45.

46.

This is a very important matter for SMPs as many can have some kind of “cooperation” structure and
relationships at local, national or international levels. The Committee is aware that some organizations may
try to avoid qualifying as a network firm to avoid certain responsibility matters (even if they are happy to
observe most of the requirements of the Code) and prefer terms such as alliances, associations or similar.
In practice differences between some organizations self-defined as networks and others that qualify
themselves in different ways are not always very clear when analyzing their real structure and performance.
For example, even the less formal organizations have in common some training (or regular conferences)
and some kind of quality control, to be sure that when referring someone, quality is appropriate. The use
of common brands, disclosure terms etc. can also be very similar in networks and associations and it is
clear that an association can be a network even if it calls itself otherwise.
As the borders between associations and networks are increasingly diffusing, the Board may wish to
consider any potential implications for the Code going forward.

SRA

Accounting
Firms

We concur with the text, proposed in the ED, with the following remarks. We understand that it is considered
to make separate provisions in the Code for professional accountants serving PIE’s and non-PIE’s. We do
not support such a division in the provisions in the Code. In our view the Code should be the same for both
categories of professional accountants.

UK

Regulators and
Oversight
Authorities

In respect of the definition of “network firm” the approach taken by IESBA is broadly consistent with the
approach we have adopted in the revision of our Ethical Standard, which reflects the requirements of the
EU Audit Directive and Regulation. One area of difference that we would encourage the Board to consider
is that, in our view, setting out a definition which requires the exercise of judgement is preferable to
providing a list of examples.

47.

FRC
48.
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49.

VRC

Preparer of
Financial
Statements

The VRC reviewed the ED ‘Improving the Structure of the Code of Ethics for Professional Accountants
Phase I’. The VRC supports the ED and has no objections or further comments.

WPK

Member Bodies
and Other
Professional
Organizations

Currently, we have no comments.

50.
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Question 6 – Proposed Title
Title
6.

Is the proposed title for the restructured Code appropriate?

Note: Members of the Monitoring Group are shown in bold below.
#

Source

Stakeholder
Category

Detailed Comment

AAT

Member Bodies
and Other
Professional
Organizations

3.12.

ACCA

Member Bodies
and Other
Professional
Organizations

The IESBA is proposing to change the name of the Code to one that ‘emphasizes both the principles-based
foundation and the inclusion of specific requirements’. 1 We believe that this aim is neither necessary nor
achievable within the greater aims of enhanced clarity, effective implementation and wider enforcement.
Therefore, we consider the proposed title for the restructured Code of ‘International Code of Ethics
Standards for Professional Accountants’ to be inappropriate.

1.

Codes and standards are very different tools. A code is designed to influence behaviours, rather than to
provide standards that are enforceable when a particular benchmark is not reached. We believe that Part
A of the restructured Code will, to a great extent, be effective in achieving the desired improvements. The
structure of the remainder of the Code (most of Parts B and C) is also likely to be effective, but would be
more so if the independence standards (C1 and C2) were completely separate documents. This would help
to reinforce the importance of both documents (the Code and the standards), and clarify the differences
between them. It would also allow the IESBA to retain the existing title of the ‘Code of Ethics for Professional
Accountants’, which we would support.

2.

3.

1

AAT believes that the title of the code is appropriate and is self explanatory. It is in line with all the
themes throughout the document and it makes it clear who the code is addresses.

AIA

Member Bodies
and Other

We believe that the proposed title for the restructured Code is appropriate.

Exposure draft, page 10
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Professional
Organizations
AICPA

Member Bodies
and Other
Professional
Organizations

Yes. We believe the title for the restructured Code is appropriate as the guidance contained within the
Code should be referred to as ethics standards.

APESB

Member Bodies
and Other
Professional
Organizations

APESB is supportive of the proposed title as it emphasises the global nature of the Code and recognises
that the Code has specific requirements.

Assirevi

Member Bodies
and Other
Professional
Organizations

N/A

BDO*

Accounting
Firms

We do not agree with the proposed title for the restructured Code. We do not see an issue with the current
title and see no reason to change.

CAANZ

Member Bodies
and Other
Professional
Organizations

We are not supportive of the proposed renaming of the Code to “International Code of Ethics Standards
for Professional Accountants” because we believe that using both Code and Standard in the title in this
way is unnecessary. We would recommend retaining the existing title or amending the title to “International
Code of Ethics Ethical Standards for Professional Accountants”.

CHI

Accounting
Firms

We agree with the proposed title for the restructured Code. The addition of the word “Standards” is
important.

CIMA

Member Bodies
and Other
Professional
Organizations

We can understand the logic of the proposed change on the basis that IESBA is a standard setting board
but are concerned that this should not detract from the principles based approach.

4.

5.

6.

7.

8.

9.

10.

Supplement 4 to Agenda Item 3
Page 265 of 274

Supplement 4 to Agenda Item 3 Structure ED-1 – Compilation of Specific Comments
IESBA Meeting (September 2016)

#

11.
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CPA
Canada

Member Bodies
and Other
Professional
Organizations

We agree that the title seems appropriate as explained by IESBA. Having said this, it is our view that a title
utilized by IESBA should not be required to be identically matched by those countries adopting the Code.

CPAA

Member Bodies
and Other
Professional
Organizations

We do not support the inclusion of the word standards in the title. Standards are typically understood as
regulation and we are of the view that while accounting and auditing standards are exactly that, the Code
provides the principles that provide the foundation of the accounting profession.

DSF
Juvenal

Individual

Yes. The proposed title for the restructured Code is appropriate.

DTTL*

Accounting
Firms

We find the proposed title confusing as it references both a Code of Ethics and Standards. We support
maintaining the current title, or alternatively, using the title “International Ethics Standards for Accountants”
which is consistent with the name of the Board.

EYG

Accounting
Firms

Although we are in favour of the Code being re-branded as the international standards on ethics, consistent
with most other frameworks we believe the title that is being proposed at this time, International Code of
Ethics Standards for Professional Accountants (the Code), could be improved upon. We suggest that if the
entire Code is being re-characterized as standards, we suggest the reference to Code be removed and a
title such as International Standards on Ethics be considered. Alternatively, if only the Independence
content is being re-framed as standards, we suggest a title which properly delineates this distinction and
believe IESBA Code of Ethics and Independence Standards would be an appropriate title.

FAR

Member Bodies
and Other
Professional
Organizations

FAR sees no need to change the title of the Code. The current title is well established and c01Tect. It
should not be changed to include "Standards" as well as "Code", since this would not increase clarity. As
far as FAR has understood, the intention with restructuring the Code has not been to change its content,
but to increase accessibility and utility. FAR strongly advises against changing the title.

12.

13.

14.

15.

16.
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FEE

Member Bodies
and Other
Professional
Organizations

As stated in the general comments, the Federation believes that the proposed title is misleading as the
intention is not to develop standards for all parts of the Code. Mixing the terms “Code” and “Standards” in
the title is not the right approach. Please refer to our general comments.
The fundamental principles (particularly integrity and objectivity) primarily address the mind-set and
behaviour of the professional accountant. As such, these principles do not fit into a purely legalistic concept
of compliance and enforcement. On the contrary, the concept of independence was developed as a proxy
for objectivity and may well be subject to compliance and enforcement measures.
That said, it is important to distinguish between the fundamental principles and those principles that may
result in standards. The fundamental principles as currently set out in Part A of the Code primarily address
mind-set and require the professional accountant to apply a consequent behaviour and to exercise personal
judgment. Standards can be derived from such fundamental principles, but such standards should primarily
be designed to provide organisations and individuals with a framework that allows them to demonstrate
and document their compliance with the requirements (which would also make the standards easier to
enforce).

17.

For example, the fundamental principle of objectivity should remain in a Code of Ethics, whilst those
provisions that can be regarded as derived from this fundamental principle – in particular the provisions
related to independence in appearance – might be considered suitable for standards. On this basis, IESBA
may wish to consider distinguishing between the content of the current sections 290 and 291 of the Code
on independence for assurance engagements (e.g. as “independence standards”) and the rest of the Code.
Such a distinction should nevertheless not result in a simplistic separation in order to adapt the overall
conceptual framework approach of the current Part A of the Code appropriately.
FSR

Member Bodies
and Other
Professional
Organizations

The proposed title is cumbersome, and we would not know how to translate “The International Code of
Ethics Standards for Professional Accountants” properly. A proposal: “The International Code of Ethics:
Principles, Framework, Standards and Application”. Another possibility will be to stick to the short form:
“The Interna- tional Code of Ethics.”

GAO

Public Sector
Organizations

We believe the proposed title for the restructured Code, International Code of Ethics Standards for
Professional Accountants, is appropriate.

18.

19.
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GTI*

Accounting
Firms

GTIL believes the proposed title change reflects the Board’s commitment to create quality standards that
enhance the profession and serve the public interest.

20.

However, because the Code includes independence standards as well as ethical standards that apply to
Professional Accountants, we would like the Board to consider the following change to the title:
“International Code of Ethics and Independence Standards for Professional Accountants”
HKICPA

Member Bodies
and Other
Professional
Organizations

Yes.

ICAB

Member Bodies
and Other
Professional
Organizations

Yes, we believe that the proposed title for the restructured Code: ‘Restructuring the Code of Ethics for
Professional Accountants’ is appropriate.

ICAEW

Member Bodies
and Other
Professional
Organizations

31.
32.

ICAG

Member Bodies
and Other
Professional
Organizations

Yes the title of the restructured code is very appropriate.

ICAS

Member Bodies
and Other

We do not believe that the proposed title is appropriate. If anything it appears to run contrary to the
objectives of this initiative and is more likely to confuse than inform the user. If this is the case to a

21.

22.

23.

24.

25.

The new title is indicative of an unsatisfactory compromise.
Although there might be senses in which the notion of standards is relevant, professional ethics is
about much more than meeting certain standards – unless the term is used in the most general
(and therefore not very useful) of ways. In the case of accounting any reference to “standards”
invites comparison with, and linkage to, IFRSs which are the result of a development process
where principles are much less sacred. Such a comparison therefore serves to undermine a
principles-based ethics code.
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Professional
Organizations

professional body which operates in a jurisdiction in which English is the main language then we have real
concerns as to how this title would translate into other languages.
We are very much supportive of having separate ethical standards for auditors and welcome IESBA’s move
in this direction. We do, however, believe that such standards would be better located out with the Code.
The current proposal appears to try to mix and match requirements in standards with the content of the
Code which we do not believe is possible conceptually. One possible approach would be to separate the
Code and the proposed Standards and to repeat the fundamental principles and conceptual framework in
each.
Alternatively, the principles and conceptual framework could sit separately above both the Code and the
Standards which would both feature separately.

IDW

Member Bodies
and Other
Professional
Organizations

26.

The Explanatory Memorandum (paragraph 27) explains that the restructured Code should be titled
“International Code of Ethics Standards for Professional Accountants”.
We would like to point out that the IESBA has not attempted to develop standards for all parts of the Code
(only for independence) and accordingly the proposed title is a misnomer.
It is odd to refer to international independence standards only in the title and para. 4, Part C of the section
headed Guide to the Code when the Code does not contain material that is clearly identifiable as standards.
Should the relevant sections of Part C (currently numbered sections under C1 and C2) be entitled
“international independence standards”? We suggest this needs further consideration.

IOSCO

Regulators and
Oversight
Authorities

See Supplement 3 to Agenda Item 3.

IPA

Member Bodies
and Other
Professional
Organizations

Yes, we agree with the proposed title for the restructured Code.

27.

28.

Supplement 4 to Agenda Item 3
Page 269 of 274

Supplement 4 to Agenda Item 3 Structure ED-1 – Compilation of Specific Comments
IESBA Meeting (September 2016)

#

Source

Stakeholder
Category

Detailed Comment

IRBA

Regulators and
Oversight
Authorities

6.1.

29.

6.2.
6.3.
6.4.

ISCA

Member Bodies
and Other
Professional
Organizations

N/A

JICPA

Member Bodies
and Other
Professional
Organizations

With regard to the change of the title of the Code (brand change), the words “Code” and “Standard” are
used in the proposed title “International Code of Ethics Standards for Professional Accountants”; however,
they shall not be used together in Japanese because of their meanings as a result of translation. For that
reason, it is difficult to translate the title into Japanese.

30.

31.

Further, the Code is a code of conduct for professional accountants which has been developed under
fundamental principles and conceptual framework approach that governs not only professional accountants
in public practice but also professional accountants in business. Therefore, we believe it would be
appropriate to keep the current title (brand) of IESBA, the Code of Ethics for Professional Accountants.
KICPA

Member Bodies
and Other
Professional
Organizations

We have no comments.

KPMG*

Accounting
Firms

We have no objection to the proposed title International Code of Ethics Standards for Professional
Accountants. In our response to the Consultation Paper we did indicate that we recognise the benefits of
issuing the provisions of the Code as International Standards on Ethics and that we did not view such a
rebranding approach would preclude the continuing consideration and reference to these standards in

32.

33.

Reference is made to both the Code and the Standard in the restructured exposure draft. The use
of the term “code” and “standard” has caused confusion as we are uncertain of the intended
difference between these two.
Additionally, it is unclear why the independence sections C1 and C2 are referred to as “Standards”.
While we do not have a preference for one over the other, we would prefer it if the IESBA decided
on using only one of these terms.
If the IESBA decides to use both Code and Standard in the body of the document, it would be
beneficial if it defines these terms.
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totality as the Code of Ethics for Professional Accountants. We do consider it helpful to retain reference to
a “code” which establishes fundamental principles of ethics related to the overarching responsibility to act
in the public interest and which underpins the activities of the accountancy profession. However, we
understand there may be some challenges as to the appropriateness of using the term “Code of Ethics
Standards”. Accordingly, we would not oppose reverting back to the current presentation which includes
both a reference to the Board as an international ethics standard setter and to the totality of the provisions
being a code of ethical behavior.

MIA

Member Bodies
and Other
Professional
Organizations

The proposed title “International Code of Ethics Standards for Professional Accountants” is appropriate.

NASBA

Regulators and
Oversight
Authorities

We believe the word “Standards” could be dropped from the title. Something more succinct like “Code of
Ethics for Professional Accountants” should be considered.

NBA

Member Bodies
and Other
Professional
Organizations

N/A

NFCPAA

Member Bodies
and Other
Professional
Organizations

We agree that the proposed title for the restructured Code is appropriate.

NZAuASB

National
Standard
Setters

The IESBA is proposing to rename the restructured Code International Code of Ethics Standards for
Professional Accountants. The NZAuASB considers that this is appropriate and does not detract from the
principles-based approach.

OECFM

Member Bodies
and Other

Yes

34.

35.

36.

37.

ROC

38.

39.
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Professional
Organizations
PAAB

Regulators and
Oversight
Authorities

The title of the restructured Code is appropriate as it also includes standards which professional
accountants are expected to adhere to.

PKF

Accounting
Firms

We believe that the introduction of ‘standard’ into the title of the Code undermines the principles basis of
the Code, and while intended to address the fact that it contains specific requirements, is not necessary.
Such a change may also have unintended consequences with regards to enforcement and monitoring. We
believe a possible alternative could be ‘International Code of Ethics and Standards on Independence for
Professional Accountants’ to clearly distinguish that the term “Standards” applies specifically to the
Independence requirements. However we acknowledge that this title is cumbersome and if not adopted,
the current title should be retained.

40.

41.

A further consideration as a consequence of the apparent need to address this matter is that it may be
appropriate to have two separate documents: The Code of Ethics and The Independence Standards.
PWC*

Accounting
Firms

The ED proposes (a) that the code is renamed “International Code of Ethics Standards for Professional
Accountants” and (b) that Parts C1 and C2 are labelled “International Independence Standards”.
We believe that this proposal is confusing. Either it is a Code of Ethics or it establishes Standards. The
conjunction of the two together does not make sense to us.

42.

We recommend that the Board considers the name “International Code of Ethics and Practice Standards
for Professional Accountants” as we believe that this better conveys the intent and role of the Code. We
support the reference to International Independence Standards.
43.

44.

RSM UK*

Accounting
Firms

We would propose the International Code of Ethical Standards for Professional Accountants .

SAICA

Member Bodies
and Other

The Code is a principle based code with baseline standards in place. It may imply more of a ‘rules-base’
environment rather than the ‘principle’ based conception of the code. If the standards only refer to the way
decisions are made than we have no objection to the use of ‘standards’ in the tile of the code. Consider
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Professional
Organizations

calling the Code: ‘International Code of Ethics and required Standards of Evaluation for Professional
Accountants.

SCM

Regulators and
Oversight
Authorities

In this regard, the AOB has no objection to the proposed changes outlined in the exposure draft on
improving the structure of the Code.

SMPC

Member Bodies
and Other
Professional
Organizations

The Committee continues to not support the proposed new title for the Code as the “International Code of
Ethics Standards for Professional Accountants”. We recognize that IESBA is a standard setting board and
that there are clear requirements included in the Code, in particular with independence. Nevertheless, we
believe that the title could detract from the principles-based nature of the Code and there is a risk it will be
seen as a move towards a more rules-based approach. Our preference would be to retain the extant title.

SRA

Accounting
Firms

We concur with the text, proposed in the ED, with the following remarks. We understand that it is considered
to make separate provisions in the Code for professional accountants serving PIE’s and non-PIE’s. We do
not support such a division in the provisions in the Code. In our view the Code should be the same for both
categories of professional accountants.

UK

Regulators and
Oversight
Authorities

We have no observations on the proposed title for the revised Code.

45.

46.

47.

48.

FRC

49.

VRC

Preparer of
Financial
Statements

The VRC reviewed the ED ‘Improving the Structure of the Code of Ethics for Professional Accountants
Phase I’. The VRC supports the ED and has no objections or further comments.

WPK

Member Bodies
and Other
Professional
Organizations

As already said under general comments we think that the mixing of the terms ‘Code’ and ‘Standards’ in
the title may be misleading. Fundamental principles as currently set out in Part A of the Code primarily
address a mind-set and require the professional accountant to apply a consequent behavior and to exercise
personal judgment.

50.

The term ‚Standards’ inherently implies a mere compliance and enforceability of the rules contained, rather
than to the need to observe and apply the fundamental principles in their entirety and to behave in a
respective way. Standards, in our view, can be derived from fun- damental principles, but should primarily
Supplement 4 to Agenda Item 3
Page 273 of 274

Supplement 4 to Agenda Item 3 Structure ED-1 – Compilation of Specific Comments
IESBA Meeting (September 2016)

#

Source

Stakeholder
Category

Detailed Comment
be designed to provide organizations and individuals with a framework that allows them to demonstrate
and document their compliance with the requirements.
Unfortunately such a separation of fundamental principles in the sense of a Code and corresponding
(‘derived’) standards would result in an extensive reworking of the Code, far beyond the current
restructuring project.
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