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Proposed IESBA Strategy and Work Plan 2019-2023—Compilation of Responses to Specific Questions 

Question 1 

Do you agree with the proposed criteria for the IESBA to determine its actions and priorities over the strategy 
period? 
 

# Source Comment 

1.  AAT1 AAT generally agrees with the proposed criteria but would strongly emphasise the public interest and public trust elements. In the UK, at 

least, there is growing concern over money laundering and the volumes of monies of dubious origins flowing into the UK system. Also, 

there has recently been some severe criticism of large audit firms, particularly in the wake of the collapse of the construction giant, 

Carillion. It is important to strive for a position whereby the public believe that accountants work in the public interest and not solely in the 

interest of their clients. 

The timeline restraints are noted and understood although 36 months seems excessive for all but the most complex of projects. There is a 

danger that a lack of agility will mean large international organisations being left behind by rapid change and risking the loss of relevance. 

It is important to recognise that pace of change may require regular ‘patching’ or updates rather than wholesale re-evaluations and 

change. 

2.  ACCA Broadly, we agree with the proposed criteria set out in paragraph 30 of the consultation paper. They set out a number of reasons why a 

project to amend the Code might be undertaken. However, they do not set out any criteria to suggest why a project should not be 

undertaken. For example, the scope of a potential project may be unknown until previous changes to the Code have been embedded. 

With this in mind, we support the IESBA’s stated intention to resist ‘standards overload’. 

                                                           
1 For a list of abbreviations, see the Appendix to Agenda Item 5-A. 

http://www.ifac.org/publications-resources/consultation-paper-proposed-strategy-and-work-plan-2019-2023
http://www.ifac.org/publications-resources/consultation-paper-proposed-strategy-and-work-plan-2019-2023
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3.  AE We agree with the proposed criteria – i.e. the benefits to the public interest, the pervasiveness of the matter, the degree of urgency, the 

global relevance of the matter and the proposed action’s feasibility. 

The criteria of ‘global relevance’ and ‘global operability’ should be made more prominent than the other criteria. These criteria are 

strategically important in determining the IESBA’s actions and priorities due to the diversity of the profession and in the context of the 

recent revision of the Code. The global relevance of the Code is supported by high-quality principles-based standards that can operate on 

a global level. We highlight that the IESBA’s commitments should be aligned with these strategic criteria. 

4.  AICPA We support the criteria suggested to determine standard-setting or other actions to add to the Proposed Strategy and Work Plan and 

priorities. However, we believe that the “global relevance of the particular matter” should be combined with the criterion in which the 

“pervasiveness of the matter in terms of the extent to which it impacts the global profession” is taken into consideration. We suggest one 

criterion that includes considering global relevance of the particular matter first then the pervasiveness of the matter.  

We agree that the IESBA should continue to examine “the ethical implications of any regulatory developments” as part of its sub-theme, 

Maintaining a Global Code Fit for Purpose in the Evolving Environment under the strategic theme, Advancing the Code’s Relevance and 

Impact. We ask that the Board be mindful that the rules a regulator may believe are appropriate in their jurisdiction may not be appropriate 

in a principles-based Code that must remain relevant for all professional accountants around the world. Accordingly, we recommend that 

the Board not place undue emphasis on the rules (or proposed rules) of regulators but rather consider all its stakeholders as well as the 

impact any of the Board’s proposed rules may have on professional accountants from small and medium-sized practices and those who 

provide assurance and other services to non-public interest entities. 

5.  APESB Yes. APESB believes that the proposed criteria underscore the fundamental responsibility of professional accountants to act in the public 

interest and the critical role that ethics play in enhancing public trust in the accounting profession. 

6.  BDO Yes, we agree with the proposed criteria. 

7.  CAANZ We are supportive of the proposed criteria for IESBA to determine its actions or priorities, however these decisions need to be evidence 

based. 

We note your paragraphs 31 to 35 discuss factors that affect the timelines within the work plan.  CA ANZ strongly encourages IESBA to 

assess its resourcing and processes so as to identify opportunities to improve the timeliness of the completion of projects.  If projects can 

be completed in a timely manner IESBA will be better placed to achieve its vision. 
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We believe that the time lines for many of the projects in Appendix 2 of the SWP are too long and IESBA needs to identify ways it can 

better balance due process, consultation and timeliness.  Specific examples are included in the table below. 

Project name Start Finish Project length 

Trends in Technology Q2 2018 2022 4 years 

Materiality Q1 2021 Q2 2023 2.5 years 

Documentation Q3 2023 2026 2.5 – 3 years 

Post implementation review of restructured Code Q2 2023 Q4 2024 1.5 years 
 

8.  CPA Canada We generally agree with the proposed criteria for the IESBA to determine its action and priorities over the strategy period. We agree with 

and support IESBA’s intention that the Strategy and Work Plan will be dynamic and that the proposed criteria will be helpful in this regard. 

In discussing the themes and criteria for actions and priorities, we noted that adoptability of the Code is a measure of impact and 

influence. However, we also noted that overall compliance with the Code and its enforceability should also be measures of its impact and 

influence. Improving enforceability can benefit the public interest and it could also be used to evaluate actions that assist in raising the bar 

on ethics by supporting public interest outcomes. 

9.  Crowe We agree with the three strategic themes that IESBA has identified. The strategy paper clearly articulates how IESBA is seeking to apply 

the strategic themes.  

We are pleased to see IESBA’s proposals for working with other international and national standard setters, and supporting the 

implementation of the standards, particularly in emerging and developing countries. 

10.  DTT We support the application of the proposed criteria by the IESBA in order to determine its standard-setting or other actions and priorities. 

In Paragraph 29 of the Consultation Paper, IESBA recognizes the importance of evidence based standard-setting, and we suggest this 

should also be included in the proposed criteria for determining standard-setting actions – i.e. that such actions should be based “on 

appropriate research and evidence of issues to be addressed. 

11.  EY Yes, we agree that the proposed criteria are a reasonable basis for guiding the Board’s decisions on actions and priorities over the 
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strategy period. 

12.  GT GTIL agrees with the proposed criteria for the IESBA to determine its actions and priorities over the strategy period and believes the 

proposed criteria will achieve the Board’s objectives of promulgating high quality global standards that enhance public trust in the Code, 

strengthen auditor independence, and increasing global adoption and implementation of the Code. 

13.  ICAN  Yes, we agree with the IESBA’s proposed criteria in determining its actions and priorities over the strategic period. 

14.  ICAEW The criteria in para 30 of the consultation paper in essence amount to making a public interest assessment of whether something 

should be done, and if so the priority attached to it. This is a logical approach. 

However, taking a public interest perspective does involve balancing a number of often competing wants and constraints and we 

urge that this is done transparently to allow stakeholders to comment and challenge informatively. 

Our report ‘Acting in the public interest: a framework for analysis’ (www.icaew.com/publicinterest) includes suggestions of a 

framework for consideration of public interest matters. 

15.  ICAI We agree with the proposed criteria for the IESBA to determine its actions and priorities over the strategy period, i.e 2019 -23. In our view, 

the criteria are comprehensive and satisfactory. The criteria i.e it would lead to the benefits to the public interest of undertaking the 

particular action is aptly put at first. 

16.  ICAJ We agree with the proposed criteria to determine actions and priorities over the strategic period on the basis that the criteria are 

appropriately focused on the need to enhance public trust and the consideration of public interest and global relevance of initiatives to be 

undertaken. 

17.  ICAS We are supportive of the proposed criteria. 

18.  IDW With the exception of the following comments, we agree with the proposed criteria for the IESBA’s determination of standard setting and 

other actions for 2019-2023: 

 We believe that “global operability of a particular matter” (as mentioned in a different context in paragraph 34) should be specifically 

added to the 4th bullet point in paragraph 30: “The global relevance and operability of the particular matter”, since inoperable 

requirements are generally counterproductive when they result in expectations that some members of the profession are unable to 

http://www.icaew.com/publicinterest
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fulfil due to law or regulation prohibiting the application of the Code (e.g. in some jurisdictions, the reporting provisions in NOCLAR 

will remain a dead-letter because of legal confidentiality requirements). A lack of certainty on the part of IESBA that key proposed 

provisions will be adhered to calls into question whether the Code is indeed suitable for global application. Establishing provisions 

that IESBA knows cannot be adhered to globally can also be directly detrimental to members of the profession in affected 

jurisdictions.  

 We question whether the feasibility of undertaking the action within a realistic timeframe is always a valid criterion. We do not believe 

that this is intended to mean that a complex issue cannot be dealt with because it would demand too much resource and time, but it 

might be open to similar interpretation. 

19.  IRBA We support criteria that consider public interest, taking into account the pervasiveness of the issue; the degree of urgency in addressing 

the matter; the global relevance of the matter; and the feasibility of undertaking the issue in a realistic timeframe. 

The IESBA may consider including the following when prioritising projects: 

 The potential impact of the project;  

 The constituency that proposed the new project; and 

 Whether the project will result in new guidance being drafted, or whether the project is a revision to guidance that is currently 

available. 

Where items are time sensitive, consideration should be given to address them piecemeal. Bigger projects require time and sufficient 

understanding; however, this has to be balanced with the need for standard setting in the interim. 

When setting the proposed criteria, the IESBA may consider whether each criterion is weighted equally. The IESBA may want to 

differentiate between primary considerations and secondary considerations. 

The timing of projects may need to take into consideration coordination efforts with other International Federation of Accountants (IFAC) 

independent standard-setting boards (namely, the IAASB and the IAESB). This would allow for efficient collaboration on projects that are 

inter-related. 

A key ingredient in considerations of the Work Plan of the IESBA is the notion of “Board Capacity”. The IESBA may consider redefining 

“Board capacity” so that it is supported by subcommittees with greater authority than at present, thus increasing “Board Capacity” and the 

effectiveness of the Board. 
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20.  ISCA We agree with IESBA’s proposed criteria to determine its actions and priorities over the strategy period. 

However, we note that IESBA’s proposed criteria centre largely around the notion of ‘public interest’ – benefits to the public interest, 

enhancement of public trust, supporting public interest outcomes; and implications for the public interest. As such, it is without doubt that 

the concept of public interest is fundamental to the IESBA’s Work Plan 2019-2023.     

The concept of ‘public interest’ may mean different things to different stakeholders. In our view, a framework on ‘public interest’ for the 

accountancy profession would underpin the criteria upon which IESBA’s actions and priorities are dependent on. Whilst it might not be 

useful if ‘public interest’ is too strictly defined, we believe that having a framework which provide principles of how public accountability 

can be best achieved in the entire accountancy eco-system would greatly enhance its understandability. 

Accordingly, we recommend that IESBA prioritise the development of a ‘public interest’ framework for the accountancy profession. 

21.  JICPA We agree with the proposed criteria. 

We believe the points that should be considered in determining future actions and their priorities are covered. 

22.  KPMG In general, we do agree with the proposed criteria for the IESBA to determine its actions, noting the difficulty of defining “public interest.”  

We acknowledge that a due process that allows for multi-stakeholder consultation early on is important. 

23.  MICPA Yes the Institute agrees with the proposed criteria for the IESBA to determine its actions and priorities over the strategy period. 

Given that IESBA intends its SWP to be dynamic and responsive to public interest, the Institute would like to emphasise the importance of 

defining “public interest” as this would ensure the SWP has the right and appropriate focus. 

24.  NASBA We agree with the proposed criteria for determining actions and priorities over the strategy period. With respect to considering the 

feasibility of undertaking action within a realistic timeframe, we suggest the IESBA consider ways in which the Board can address 

pressing issues and developments in a timelier manner. 

25.  PwC In general, we agree. However, we believe that consideration should also be given to whether a particular issue is really a matter 

to be addressed in a Code of Ethics, which should be designed to influence behaviour rather than extending into issues that are 

more correctly the jurisdiction of local regulators, especially where the matter pertains to the responsibilities of corporates and may 

be a restraint on trade.  See, for example, our comments on fees above.  
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We also agree with the comment early in the paper that Standard Setting should be evidence based and recommend that this too 

be encapsulated in the criteria (i.e. is there persuasive evidence that an issue needs to be considered by the Board?). 

26.  RSM We generally agree with the proposed criteria for determining actions and priorities. However, we believe that Communication with Those 

Charged with Governance (TCWG) may not be as high of a priority as reflected since a majority of these communications with TCWG 

occur due to auditor-client relationships which is addressed by ISA 260 and Paragraph 17 of ISA 260 specifically addresses 

communicating independence matters between the auditor and TCWG. 

27.  SAICA SAICA agrees with the proposed criteria for the IESBA to determine its actions and priorities over the strategy period and believes that 

this is broad enough to cover all expectations. We do however believe that it is important to note that although public interest is important, 

ethical behaviour is not linked to public interest, as professional accountants always need to act ethically, not just when in the public 

interest. 

28.  SMPC The SMP Committee (SMPC) is in agreement with the proposed criteria for the IESBA (the Board) to determine its actions and priorities 

over the next five years. We recognize the Board is committed to developing high-quality principles-based standards (para. 34 of the 

Consultation Paper) and strongly believe this is of critical importance when revising the Code going forward. We acknowledge the range 

of stakeholders seeking to influence the direction of the Board and support its view that principles-based ethics standards will be 

sustainable over time. The principles-based approach and exercise of professional judgment is supported by the level of global adoption 

and implementation of the Code thus far. 

The SMPC notes that the Board has acknowledged the need for coordination with other standard-setting boards, in particular the IAASB 

and IAESB as factors affecting the timelines within the work plan. We have historically supported and encouraged appropriate 

coordination between the standard-setting boards.  For example, detailed coordination will be required to efficiently address issues such 

as professional skepticism and auditor’s independence although we should not allow the process to impede the agility of the Code in 

responding to the changing market conditions. 

We acknowledge the IESBA’s intention to continue close liaison with the SMPC (para.28) and look forward to providing input and 

feedback on the Board’s future initiatives and projects. We would also be open to opportunities for members to provide direct input 

through membership of IESBA working groups or task forces, thereby providing the SMP perspective at an earlier stage. In addition, we 

consider that the Board needs to give more consideration to using less conventional ways of eliciting feedback and comments on its 

proposals, in order to obtain input from the largest possible number of SMPs. For example, using the Global Knowledge Gateway to run a 

simple poll or survey may be an innovative way forward to reach out to practitioners. Due to their often limited resources, SMPs are not 
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able to easily respond and engage with the standard setting consultation process. This demands actively seeking out their views, rather 

than waiting for them to respond to often complex and long exposure drafts and consultation papers. 

The IESBA recognizes the importance of evidence-based standard setting and basing its activities on appropriate research and evidence 

of issues to be addressed, which we fully support. In our opinion, this could feature in the criteria for the Board to determine its future 

actions and priorities. We consider that the IESBA could give greater consideration to assessing the impact of future changes to the 

standards through a thorough cost/ benefit analysis, in particular the impact on both small- and medium sized practices (SMPs) and 

small- and medium sized entities (SMEs). We acknowledge that project proposals include sections on impact analysis considerations, but 

believe more in-depth work should be undertaken in making assessments, rather than stating (for example) that the impact on cost may 

vary depending on the size and complexity of the entity without any effort to back up such statement with anecdotal or statistical evidence. 

Consideration could be given to policies similar to the European Commission’s ‘SME Test’, which analyses the possible effects of EU 

legislative proposals on SMEs.  Post- implementation reviews are another avenue that can be an attestation to the “fit for purpose” of the 

Code, although the Board will need to be sensitive to the timing of such exercise. Too early and there will be very little feedback and thus, 

a potentially false sense of security. 

It is also important that changes in the future should only be made where a key issue has arisen (and, possibly well researched) – 

otherwise, an exercise to respond to findings from post implementation reviews should be the next reason for any changes to the 

restructured Code. 

29.  UKFRC As we comment in the main body of our letter, generally, we agree with the proposed criteria, in particular taking account of the benefits to 

the public interest. However, we question the criterion of “the feasibility of undertaking the action within a realistic timeframe”, which lacks 

clarity. If an issue is identified that requires action in the public interest, the IESBA should seek to address it in a timely manner, diverting 

resources from other projects if necessary where they may be considered to be a lesser priority or seeking additional resources. 

30.  WPK We agree with the proposed criteria basically.  

As far as the CP refers to further raising the bar on ethics (para. 30, e. g.), we would like to add for reasons of clarification that this does 

not necessarily imply the issuing of stricter provisions. Instead, raising the bar on ethics is linked to IESBA´s leadership role in promoting 

the Code of Ethics, addressing current ethical issues and raising the awareness of the Code, inter alia. Stricter regulation might be 

necessary in certain circumstances, but there should be no such automatism in the context of raising the bar on ethics. 

Further to the criterion “The pervasiveness of the matter” (para. 30, 2nd bullet point), we trust that this implies IESBA´s commitment to an 

evidence-based standard setting as described in our general remarks above.  

https://ec.europa.eu/growth/smes/business-friendly-environment/small-business-act/sme-test_en
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We would also be happy if IESBA carried out a more thorough impact assessment with a more detailed cost-benefit-analysis than it used 

to do in the past prior to commencing a new project. 

31.  XRB The NZAuASB considers the criteria for determining actions and priorities to be appropriate. 
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Question 2 

Do you support the actions that have been identified with respect to each strategic theme? If not, please explain 
why. 

 

# Source Comment 

1.  AAT AAT generally supports the actions identified, and has some specific comments on certain sections: 

Section 46 – AAT notes that ensuring ethical conduct throughout supply chains is a key consideration. Members should not be contracting 

with anyone unwilling to confirm adherence to ethical principles. 

Section 51 – AAT feels that this is a key issue to be addressed in terms of public trust, and acceptance of tax avoidance is fast 

disappearing, regardless of legality. 

2.  ACCA ACCA was pleased to respond to the IESBA Strategy Survey Questionnaire in July 2017, which recognised the need to resist further 

changes to the Code soon after the completion of the restructure project. In considering the IESBA’s proposed areas of activity (not 

necessarily changes to the Code), we suggested exploring the areas of: 

 trends and developments in technology, 

 tax planning and related services, and 

 definitions of PIE and listed entity. 

A post-implementation review of the restructured Code was also seen as very important. 

The development of guidance material, in various forms, features under ‘outreach and communication with stakeholders’.2 While such 

material is important in maximising adoption, this seems to ignore the importance of guidance in improving implementation and changing 

behaviours in order to deliver the IESBA’s vision. Guidance material that improves understanding of the principles-based approach, 

including competence in applying the conceptual framework, is key to changing behaviours, public perception and trustworthiness. 

We recognise the importance of considering ‘emerging or newer models of service delivery’, and the questions that may arise as set out 

in paragraph 46. However, we maintain that fundamental ethical principles must be (and be accepted as being) applicable to every 

circumstance, and so help to ensure that the Code is ‘future ready’. Therefore, we believe that many of the areas mentioned in the 

                                                           
2 Proposed strategy and work plan 2019-2023, page 13 
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proposed SWP could be best served by issuing guidance to illustrate how the conceptual framework may be (and perhaps should be) 

applied in different scenarios (such as advancing technologies or business models). ACCA would like to see an acknowledgement in the 

SWP that not all guidance must take the form of application material within the Code. 

We understand why projects concerning subjects such as materiality and communication with those changed with governance are 

relevant to the Code, even though these are subjects more commonly associated with audit and assurance. The IESBA clearly has an 

interest in these issues, but opportunities for collaboration with the other standard-setting Boards should be sought. In some cases, those 

other Boards might be expected to take the lead (in consultation with the IESBA); in other cases, joint projects may be appropriate. 

3.  AE We agree with the strategic themes and generally support the proposed actions. 

SUB-THEME: MAINTAINING A GLOBAL CODE FIT FOR PURPOSE IN THE EVOLVING ENVIRONMENT 

We welcome trends and developments in technology as a new priority on the IESBA’s agenda. We also support the identified actions. 

Technology transforms and disrupts the global business environment. It is imperative for professional accountants to understand and 

address the implications of the new trends and developments in technology to ultimately keep the services provided by the accountancy 

profession relevant. 

The Code will have to recognise and support the use of new trends and developments in the work of professional accountants. The 

following developments will have deep implications on professional ethics: 

a. placing reliance on artificial intelligence (machine anticipation, synthesis and deduction), and, in particular the role of professional 

accountants in view of potential bias in artificial intelligence 

b. changing patterns of social behaviour prompted by new technologies  

c. the impact of implementing new technology tools in the service delivery model 

Monitoring relevant external developments to make sure to identify emerging issues is aligned with the broader aim of making sure the 

Code is fit for purpose in the evolving environment. Hence, we support the identified actions.  

New technologies will impact both the service delivery model in audit, assurance and other related services, as well as the type of 

services that will be delivered. We note that the Board’s project on Non Assurance Services will be finalized before the ongoing projects 

on Technology and Service delivery models. In our view, these projects are interconnected and should be synchronized, to avoid further 

updates for consistency. 
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Evolving trends and developments in technology may not necessarily need extensive sets of new requirements: indeed, the increasing 

pace of change emphasises the strengths of the principles based approach. However, it is important to ensure that existing requirements 

remain fit for purpose and, to this end, examples are relevant. 

 SUB-THEME: FURTHER RAISING THE BAR ON ETHICS 

We welcome the IESBA’s ambition to further raise the bar on ethics to advance the Code’s relevance and impact. Given the recent 

revisions and restructuring of the Code, any further efforts to enhance the Code should be restricted to the new areas that the IESBA has 

identified. There is a trade-off between raising the ethical bar for the sake of it and enhancing global adoption. 

We caution the IESBA that further revisions, changes or adjustments of the Code to fill any potential gaps risk compromising the IESBA’s 

objective of global adoption and implementation, which is directly linked to the strategic goal of expanding the Code’s influence. 

Furthermore, this also risks diluting the broader objective from the stakeholder feedback for the IESBA to focus on the new items 

identified. 

For the new priority sub-theme ‘tax planning and related services’, this topic is high on the agenda in the European Union. The IESBA 

should follow the debate, promote the existing fundamental principles in light of that debate and consider whether in this respect the 

issuance of further guidance is warranted. We think, however, that as political reactions are very different around the world, expanding 

guidance beyond the current requirements within the Code should be undertaken only with caution. 

We welcome the IESBA’s plan to re-examine the definitions of ‘PIE’ and ‘listed entity’ and therefore support the identified actions. As 

highlighted in our response to the strategy survey, the regulatory environment has moved from listed/non-listed entities to PIE/non-PIE 

ones and the IESBA needs to assess what this means for the International Code of Ethics. 

The concept of ‘materiality’ should be clear and its use should be consistent throughout the Code. However, we do not think that the 

IESBA should develop its own definition of materiality.  

‘Communication with those charged with governance’ (TCWG): We acknowledge that communication with TCWG is important given the 

good impact it has on audit quality. It should be encouraged and promoted as best practice, in particular in those situations where TCWG 

are independent from management. Nevertheless, given the diversity of legal frameworks around the world, we do not believe that it is up 

to the IESBA to address this topic further in its International Code of Ethics. 

‘Documentation’: We refer to our initial response to the strategy survey where we indicate that documentation is an important means used 

by auditors to demonstrate how professional judgement has been exercised. The requirement to document is acceptable in terms of 

independence standards.  
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Furthermore, documentation plays an important role in the professional accountant’s own interest and, where applicable, should therefore 

be encouraged. The IESBA should, however, not introduce new documentation requirements. Such requirements may not be in line with 

a principle-based Code and would not impact a professional accountant's ability to safeguard the fundamental principles. Guidance on 

documentation should be considered in section 120 (concerning the exercise of professional judgement) or within the Guide to the Code. 

 Pre-commitments for advancing the Code’s relevance and impact 

We broadly support the identified actions. 

Professional skepticism is increasingly highlighted as behavioural competencies that will be highly relevant for professional accountants in 

the digital age. Therefore, we encourage the IESBA to prioritise any related initiatives. 

Regarding fee-related matters, as emphasised in our response to the fees questionnaire, we do not think that the IESBA has a specific 

role to play on this issue, except awareness-raising and best practice sharing on the level of fees to perform qualitative services. 

The Code should be kept principles-based and avoid setting rules determining what is acceptable and what is not. Each situation is 

different, and any threat associated with fees is different. Therefore, better guidance on how to assess threats and apply safeguards is 

welcomed as a potential enhancement. The current provisions and principles in the Code are sound and appropriate. 

 STRATEGIC THEME: Deepening and Expanding the Code’s Influence 

We support the Board’s strategic objective of deepening and expanding the Code’s influence. We support the identified actions to pursue 

vigorous outreach efforts to raise awareness of the improvements to the Code and promote its global adoption. To make sure these 

actions are fruitful, the IESBA should be cautious with the other actions taken. It will indeed be difficult to promote global adoption whilst 

the Code is constantly being revised. 

 Pre-commitments for deepening and expanding the Code’s influence 

The post-implementation reviews for both ‘NOCLAR’ and ‘long association provisions’ will be very important going forward. The timing of 

the post-implementation review is key. The Board should allow appropriate time to first review how the implementation of the revised 

Code was transposed globally and should factor-in the time necessary to monitor the challenges brought by applying the new 

requirements. 

It will require resources from the IESBA that should not be neglected. In particular, the Board should have sufficient resources available at 

Board Member level, to make sure that projects are prepared with sufficient involvement from the Board and are not delegated to its staff. 
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 STRATEGIC THEME: Expanding the IESBA’s Perspectives and Inputs 

We support the identified actions. Coordination with the other independent boards is more and more to be expected by stakeholders. This 

is particularly important in relation to professional skepticism. 

4.  AICPA Except for the following, we support the actions identified with respect to each strategic theme set forth in paragraph no. 3 of the 

Proposed Strategy and Work Plan. 

We support the Board’s action on tax planning and related activities and the focus on the ethical implications of PAIBs and PAPPs 

providing advice to their employers or clients on tax minimization strategies that are perceived as “aggressive”. However, due to the 

complexity of this topic and the variances in tax regulations for each jurisdiction, we are uncertain how this could be addressed on a 

global level.  Accordingly, we believe that the Board should only use a principles-based approach when addressing this matter versus a 

rules-based approach. 

We do not support the Board’s project to re-evaluate the definition of public interest entity (PIE) at this time. The current definition of PIE 

provides an appropriate framework for all jurisdictions to develop laws and regulations based on their unique needs. However, we believe 

greater consideration should be given to the specific circumstances for the performance of services for non-listed entities, particularly 

small and medium-sized entities, and recognize that, as discussions for such considerations ensue, the Board may need to consider 

further measures to improve understanding and consistent application of the definition.  

We support providing guidance on how to evaluate materiality in the context of considering breaches of the Code. However, we do not 

believe it would be necessary to expand this effort to other parts of the Code, as we believe that there is sufficient understanding on how 

to apply materiality in areas other than breaches.  

We do not believe that fee-related matters should be a topic that is addressed by the IESBA Code. There is potential that changes in this 

area of IESBA’s rules would conflict with US anti-trust laws under the Federal Trade Commission. Accordingly, we believe that the Board 

should use a principles-based approach when considering this matter. 

5.  APESB APESB is supportive of the proposed actions and priorities identified in the IESBA SWP. In particular, we are supportive of the following 

workstreams: 

 Materiality 

Due to the lack of guidance on materiality in the IESBA Code, the APESB has incorporated guidance on materiality in relation to the 

Independence provisions in Sections 290 and 291 of the Australian Code. We are pleased to see the IESBA include materiality as a 
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work stream in their strategy and work plan, and that the IESBA will work with the IAASB and the IASB in order to develop 

consistency with the existing literature on materiality. 

 Tax Planning and Related Services 

APESB is supportive of this work stream and the inclusion of the project on aggressive tax planning strategies. This was an issue 

that was considered by the APESB in its recent review of its pronouncement APES 220 Taxation Services.  

 General Maintenance of the Code 

APESB supports the IESBA working with the IAASB to ensure consistency of defined terms. Practitioners have raised with the 

APESB the issue of different definitions of an assurance engagement between the IESBA Code and the IAASB standards, and we 

are pleased to see that issues such as these will be addressed in this work stream. 

 Emerging & Newer Models of service delivery (including Outsourced Services) 

APESB supports the inclusion of outsourced services in the work stream of Emerging and Newer Models of Service Delivery. 

The provision and the utilisation of outsourced services is a matter that is continuing to impact the way professional activities are 

performed by professional accountants in public practice as well as those in business. 

APESB is currently undertaking a project to review its pronouncement on outsourced services (APES GN 30 Outsourced Services) to 

consider whether the guidance needs to be elevated to a standard. 

APESB believes it would be beneficial for there to be international professional obligations on this topic. 

 While APESB is supportive of most work streams in the SWP, there are a few matters which we believe should be considered by the 

IESBA. The matters are as follows: 

 Technology and Professional Scepticism 

APESB is pleased to see the IESBA placing a high priority on Trends and Development in Technology. The SWP proposes to 

consider the concept of independence of mind and the fundamental principles of integrity, objectivity and professional behaviour 

when reliance is placed on machine anticipation, synthesis, and deduction. 

APESB is of the view that the professional accountant’s critical thinking and application of professional scepticism to the information 

he or she receives are going to be of great importance. The professional accountant will also need moral fortitude to challenge the 

http://www.apesb.org.au/uploads/standards/guidance_notes/29102015070709_Revised_APES_GN_30_Oct_2015.pdf
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information produced by machines and/or artificial intelligence. 

In addition, where reliance on automation and artificial intelligence may occur this will impact the development of professional 

judgement of the accountant. 

APESB believes that these matters should be considered by the IESBA as part of this work stream. 

 Definition of Professional Activities 

The definition of Professional Activities currently only incorporates the traditional roles and activities of professional accountants. 

APESB believes this definition should be re-examined by the IESBA to consider the breadth of roles played by accountants and the 

impact that evolving technology has on various roles performed by professional accountants. 

6.  BDO Yes, we support the actions that have been identified. 

7.  CAANZ We are supportive of the actions identified by IESBA.  At paragraph 28 reference is made to working with the IFAC PAIB Committee.  We 

encourage this as we believe some PAIB may lack awareness of the International Code of Ethics for Professional Accountants (including 

International Independence Standards) (“the Code”).  We are currently exploring a project to increase awareness of the ethica l obligations 

and support available of and for our members in business. 

The Code is a principles based standard.  Whilst we understand that providing greater guidance on the concept of materiality (paragraphs 

59-63) may result in more consistent application of the Code we urge IESBA to ensure they do not replace the concept of materiality with 

prescriptive rules. 

At paragraph 67 reference is made to the Code’s documentation provisions.  We again urge IESBA to exercise caution in this matter.  

Documentation is not an ethical requirement but evidence of compliance with ethical requirements.  The nature and extent of 

documentation a professional accountant needs to prepare as evidence of their compliance with the Code is a matter for the professional 

accountant, their employer or local regulators to establish.  In many circumstances it may be a legal matter. 

8.  CPA Canada Generally, we agree with the actions that have been identified with respect to each strategic theme. Beyond the specific work stream 

issues to be worked on, we appreciated the references where coordinating activities will take place with the International Auditing and 

Assurance Standards Board and noted the on-going efforts that will take place by the Emerging Issues and Outreach Committee. 

When discussing the proposed actions as they relate to Trends and Developments in Technology, the PTC reflected upon the significant 

technology issues that have occurred in business since the 2017 Survey and was pleased that IESBA’s working group began its efforts in 
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Q1 2018. The PTC also noted that the challenge in this area will be the pace of change in regards to technology and determining a 

process by which recommendations made will retain currency into the future. 

9.  Crowe We agree with the proposed actions. 

10.  DTT Strategic theme 1: Advancing the Code’s Relevance and Impact  

We support the Board’s objective of maintaining a global Code that is fit for purpose in the evolving environment and raising the bar on 

ethics. We believe that is best achieved by the Code remaining principles based while adding guidance and examples to aid in consistent 

implementation, as the principles in a well-designed and drafted Code should be able to be applied to many facts and scenarios. 

Accordingly, in order for the Code to remain relevant and impactful, we suggest the Board focus less on standard-setting, and more on 

finding other avenues for issuing timely, relevant and useful implementation guidance. 

We provide some specific comments below.  

 Trends and development in technology / Emerging or newer models of service delivery / Emerging issues  

For decades, technology has been changing the way commerce is conducted, which in turn changes the way in which professional 

accountants deliver services, and also the way professional accountants perform their day to day jobs. Likewise, the nature of service 

delivery models can be broad and very different around the world, and managed services and other types of outsourced services have 

been commonplace for many years.  

We support the IESBA dedicating time to identifying and responding to emerging issues as an important input in maintaining the Code’s 

relevance. However, we consider that any efforts of the IESBA to delve too broadly into technological or service delivery trends within a 

standard-setting process will not lead to timely or responsive output. For example, a standard on technology issued in 2022, according to 

the work plan, will most likely be out of date by that time.  

Rather, we suggest that the Board consider focusing on identifying two or three emerging issues each year (such as some those already 

identified in the bullet points in paragraphs 42 and 46) and provide timely, relevant and practical guidance to professional accountants on 

the application of the fundamental principles of the Code to those particular facts and circumstances. This may ultimately lead to 

refreshing some of the provisions in the Code to include more modern examples of services, however we believe that the robust 

conceptual framework and principles of the Code are sufficient to apply to ever changing developments in technology and service delivery 

models. We also believe that in areas where the protection of the public interest becomes an important broad societal issue, governments 

usually move quickly to legislate in those areas (such as confidentiality principles being elevated into legislative privacy requirements in 
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most jurisdictions around in the world).  

We would also strongly support the Board forming advisory groups or panels, or using external experts and professional accountants with 

expertise (particularly in the area of technology) on taskforces, to make sure the Board fully understands the emerging issues they are 

considering and to ensure any guidance developed is robust and credible. 

With respect to the some of the specific examples provided in paragraphs 42 and 46 we have the following comments:  

 The IESBA might consider developing guidance for practitioners to assist in their understanding when providing professional services 

in relation to new or emerging technologies (such as cyber monitoring) that could be considered to be taking responsibility for 

maintaining or monitoring internal controls  

 We do not consider that the fundamental principles would need to be reconsidered when reliance is placed on technology, as neither 

the technology itself, nor how or where it is used, should change a professional accountant’s fundamental ethical obligations.  

 The management responsibilities section of the Code provides sufficient guidance for concluding that audit clients should not be 

outsourcing the operations, maintenance nor monitoring of their controls (i.e., their management responsibilities) to the auditor.  

 Outside of assurance engagements and non-assurance services provided to assurance clients, third parties and professional 

accountants should be able to provide outsourced services, and professional accountants should be able to accept contracts for 

managed services provided the fundamental principles are complied with - including the fundamental principles of objectivity, and 

professional competence and due care - which imposes an obligation to provide only those services that the professional accountant 

is competent to perform.  

With regard to the last bullet point in Paragraph 46, we consider the principles and concepts such as “office” and “engagement team” 

which are applied in an independence context are already practical enough to allow the accountant to apply these principles to different 

workforce models, however the Board could consider further guidance to assist practitioners in applying these concepts. For example, 

whether the provisions of the Code should apply to independent contractors or consultants if they undertake activities that are essentially 

the same as that performed by a member of the audit team. 

 Further raising the bar on ethics  

We agree that the Code should set a high bar on ethical principles and values in order to underpin trust in the profession and to enable 

professional accountants to act in the public interest. However, the desire for the Code to be aspirational needs to be carefully balanced 

with the need for a fit for purpose Code which contains achievable standards that can be implemented in a globally consistent manner.  

Below are our specific comments on the areas outlined in the Consultation Paper:  
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Tax planning and related services  

Ethical issues related to tax planning by companies, and the provision of tax services by accountants, are impacted by complex and 

varying economic, legal and political environments around the world. Authorities around the world are also implementing varied legislative 

approaches to regulating tax avoidance, and it may lead to decreased global adoption of the Code if the IESBA were to add another layer 

of standards which may be consistent with laws in one jurisdiction and not another.  

We consider the Board should take a very measured and cautious approach and perhaps defer action to learn from efforts already being 

undertaken around the world. This could include considering, for example, the ICAEW’s Professional Conduct in Relation to Taxation and 

the OECD action plans (and related initiatives) to be implemented, and then allowing a review of the implementation and impact on 

professional accountants.  

The guidance and principles in the Code (most particularly after the many changes made to Part C and the introduction of the NOCLAR 

provisions), as well as the duty to act in the public interest, provide ample coverage of this issue and easily guide an accountant on 

appropriate professional behavior. We therefore agree that the IESBA should focus at a principles level if it is to consider providing more 

guidance on how to apply the fundamental principles of ethical behavior in this area. 

 Definitions of Public Interest Entity and Listed Entity  

We consider that the current definition of a public interest entity (PIE) remains appropriate. There is already a proliferation of different 

definitions of PIEs around the world, even within the European Union, which is appropriate because they reflect very specific and unique 

local regulations, corporate, and prudential frameworks.  

For these reasons we support the current approach in the Code to include listed entities as PIEs, and defer to legislation or regulation 

where the jurisdiction decides an entity should be treated like a listed entity. We do not consider it is feasible for the IESBA to develop one 

definition that would be applicable or appropriate in every jurisdiction in the world, and this in turn would certainly risk undermining global 

adoption efforts. We suggest the Board consider instead what it might do to improve understanding and consistent application of the 

definition.  

We also support the current definition of a listed entity which is broader than the definition in the European Union (which does not 

encompass secondary exchanges such as the AIM). We consider it is in the public interest for any entities whose shares, stock or debt 

are quoted or listed on any exchange to be considered a listed entity under the Code. The Board should however consider guidance 

explaining the differences as an understanding of the application of the definition is essential to consistent adoption. 
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 Materiality  

We support any efforts of the IESBA to provide clarity to professional accountants on the application of the Code as this supports the 

strategic theme of increasing effective and consistent implementation of the Code. Auditors are trained to assess materiality and, while it 

is not a concept that we consider has needed further explanation, we can see that there may be merit to developing guidance on 

assessing materiality in areas other than the provision of non-assurance services. Rather than making further changes to the Code, it may 

be useful to provide a guidance framework, in conjunction with the IASB and IAASB, for the assessment of materiality in the Code, 

including both quantitative and qualitative considerations. 

 Other matters  

 Communication with TCWG  

Communication with Those Charged with Governance (TCWG) is very important, but the Board should be careful not to overstep its remit 

and create corporate governance requirements as this is the responsibility of local laws and regulations. We consider that the current 

communication provisions and principles in both the Code and ISAs are appropriate and sufficient for setting out when and how an auditor 

is expected to communicate with TCWG. As noted, TCWG also have responsibilities for the oversight and independence of the auditor, 

but it is outside the remit of the Code to regulate corporate governance and governments need to lead the way in that respect. Most large 

companies have their own policies and procedures for communications with auditors from a good governance perspective and also 

because of local legislation or standards that may apply to TCWG. We consider there may be other ways to raise the profile of the roles 

and responsibilities of both auditors and TCWG, such as outreach and guidance on how auditors and audit committees can communicate 

and work together more effectively without increasing requirements in this area.  

We are supportive of the Code either repeating the applicable elements of, or making reference to, ISA 260, which would increase the 

prominence of those independence related provisions. We would also be supportive of including additional application material in the 

Code, perhaps in paragraph 400.40, that suggests discussions that may be considered with TCWG to establish an understanding of the 

types of non-assurance services that may be provided to the company. 

  Documentation  

We consider that documentation is a quality control rather than an ethical issue, and therefore we do not support increasing 

documentation requirements in the Code. Additionally, documentation requirements can often be specified by laws and other standards. 

While documentation can certainly demonstrate the process that was undertaken to apply professional judgment and conclude on a 

matter, it is very important to be clear that a lack of documentation does not change those ethical outcomes or conclusions, nor create an 
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ethical breach (which it would if it were to be elevated to a requirement as suggested). If it is determined that documentation requirements 

need revaluation, then we consider that overarching documentation principles would be better addressed by current projects on ISQC1 

and ISQC2. 

 Strategic theme 2: Deepening and Expanding the Code’s Influence 

To promote the adoption of the Code we urge the Board to continue developing adoption and implementation materials. We also believe it 

is important for the IESBA to reach out more to regional and national authorities and IFAC member bodies as they are updating their 

independence standards. Providing a channel of communication may help all stakeholders better understand the Code’s requirements, 

thereby facilitating wider adoption and greater convergence. As part of the adoption and implementation guidance mentioned above, 

these materials should include support for PAIBs, SMPs and other practitioners who serve clients that are not public interest entities.  

We support the IESBA dedicating time to understanding the progress on global adoption and developing specific action plans based on 

root cause analysis of the circumstances preventing adoption. It would also provide the Board with input on possible areas where it should 

concentrate its standard-setting efforts. It would seem important to analyze the efforts of member bodies to implement the Code, including 

the restructured Code, before deciding on further projects or changes. 

We also urge the IESBA to start undertaking post-implementation reviews which should, in our view, be prioritized. There is not only the 

restructured Code to be considered in due time, but the Board should also prioritize undertaking post-implementation reviews of previous 

significant changes to the Code (such as the breaches provisions, NOCLAR, long association and non-assurance services provisions). 

We would recommend that the Board use this information to determine whether additional guidance in particular areas is needed. 

 Strategic theme 3: Expanding the IESBA’s Perspectives and Inputs 

We support the Board’s proposed engagement and coordination activities with the groups noted in the proposed workplan. 

11.  EY Trends and developments in technology  

We support the Board’s proposal to explore the issues around new technologies and their impact on ethical requirements.  While we do 

not believe that this will result in significant new requirements, it is important that the Board consider the impact of digitalization on the 

activities undertaken by professional accountants whether in public practice or business.  Particularly, with advancements in technology-

based solutions and the licensing arrangements for these solutions, there can be uncertainty in distinguishing between whether the 

arrangement results in a business relationship or a professional service. We would note that we have found the principles-based 

approach of the Code and the related fundamental principles suitable for addressing emerging issues as they arise.  This is true of cyber-
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security services or data analytics as well as new types of social interaction.  In short, while circumstances may change with new 

technologies and societal behavior, the fundamental principles remain relevant and provide a framework to address ethical issues 

deriving from such new circumstances.   

However, we do see an opportunity to revisit terminology, definitions and examples in the Code to reflect more closely the digital 

transformation business and society are undergoing.  For example, what is the definition of “office” in a virtual work environment or the 

meaning of “routine and mechanical” in a highly digital environment? 

We would also like to reiterate a point from our response to the Strategy Survey with regard to Section 140 on “Confidentiality” as an area 

of focus for the Board.  Through services related to Big Data and Data Analytics, professional firms are now collecting vast quantities of 

data and this raises the question of how such data can be used responsibly by professional accountants in the provision of other services 

without infringing the requirements of confidentiality. 

 Emerging or newer models of service delivery  

We support the Board’s proposal to explore the issues around new service offerings and new models of service delivery.  However, as 

with new technologies, we do not believe that this will necessarily result in new requirements. 

In our experience, the principles-based approach in the Code and the fundamental principles provide a sound basis for assessing the 

ethical issues associated with such new services.  Accordingly, we do not believe specific new guidance is needed.  Rather, as with the 

prior question, there is an opportunity to refresh terminology and examples in the sections relating to non-audit services to audit clients.  

For example, in the sections relating to management responsibilities, internal audit and IT systems services. 

In addressing this topic, the Board should clarify the meaning of terms such as “managed services”.  In our experience, these terms are 

often used as new “jargon” to describe existing services. 

 Tax planning and related services 

Though we recognize that there has been public attention on what some call “aggressive tax avoidance” transactions, we still have 

concerns about the Board trying to define such transactions.  In trying to do so, the result could be equating (whether implicitly or 

explicitly) “aggressive tax avoidance” with tax evasion.     

As public accountants, we have a responsibility to act in the public interest, and that is reflected in the Code.  Public accountants have an 

obligation to provide advice consistent with professional standards and in compliance with national and international laws.  In doing so, 

they assist taxpayers in complying with the tax rules in the countries in which they operate.  
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Tax planning that results in the avoidance or reduction in tax is often the specific desired outcome of the tax legislation.  Thus, both the 

definition of “aggressive” and the consequences of that designation is fraught with challenge. 

With the various transparency initiatives (e.g., common reporting standard, country-by-country reporting, Standard Audit File for Tax 

(SAF-T), and the EU’s mandatory transparency rules for intermediaries and taxpayers) and tax legislative and regulatory changes, we 

believe that the Board should evaluate over time the effect these initiatives will have on “aggressive tax avoidance” transactions. 

 Definition of Public Interest Entity and Listed Entity  

The existing definition of PIE was established with the revised Code in 2009.  The question of whether financial institutions should be 

mandated as PIEs was discussed by the IESBA at that time and it was determined that such classification should be the prerogative of 

national regulators or standard-setters given the differences that exist between jurisdictions in the way the financial services industry is 

structured, organized, and regulated.  We believe that such considerations are still valid and, based on our experience in applying the 

existing definition, do not see a compelling reason to make the definition more prescriptive.   

With respect to the term “recognized stock exchange”, we believe being listed on such an exchange should remain the primary criterion 

for defining a listed entity.  It recognizes that there are exchanges that are formally constituted but are not as tightly regulated as a 

“regulated stock exchange” as defined, for example, by the EU.  Given the ability of the investing public to invest in such less-regulated 

exchanges in the same way that they may invest in a more regulated exchange we do not believe that it would serve the public interest to 

exclude such entities from the more stringent requirements that related to PIEs.   

However, given the new forms of capital raising (e.g., crowd funding) and developments in capital markets we believe it would be useful 

for the Board to provide some examples of what constitutes a “recognized stock exchange”. 

 Materiality 

Materiality is a concept well understood by professional accountants and, in particular, auditors.  Guidance exists in ISA 320 and we 

support the Board’s recent initiative to include new application material that references ISA 320 when considering materiality in 

connection with non-audit services.  We would also support developing application guidance to other areas of auditor independence, such 

as personal financial interests and business relationships.  However, we would caution extending to other areas of the Code unrelated to 

auditor independence.  In these other areas qualitative considerations are more relevant and the Code already contains the “reasonable 

third party” test which addresses qualitative aspects appropriately. 

 Strategic Theme: Deepening and Expanding the Code’s Influence 
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We strongly support this initiative and agree with the actions that the Board has identified.  In particular, we believe stakeholder outreach 

and the tracking and reporting of the progress in global adoption of the Code are particularly important if we are to achieve consistent and 

widespread adoption of the Code.  Focus should be on outreach to the G20 countries and other important jurisdictions that have the 

capacity to influence other countries.  

We also support the Board’s initiative to develop an e-Code.  We believe this will make the Code easier to use and will support the 

outreach initiatives. 

 Strategic Theme: Expanding the IESBA’s Perspectives and Inputs 

We strongly support this initiative and agree with the actions that the Board has identified. 

12.  GT GTIL supports the actions that have been identified with respect to each strategic theme. 

13.  ICAEW In general we support the proposals in the consultation paper, which broadly align with the suggestions we made in our response to 

the previous consultation in 2017. We do have a number of comments on specific aspects, noted below. 

Emerging trends in technology – we consider this to be an important topic that may lead, among other things, to consideration of 

the principal threats and safeguards relating to confidentiality, and whether some of the existing detailed independence rules 

remain appropriate. However, we caution against proposing detailed changes to the IESBA Code of Ethics (the Code) to address 

detailed points that can be dealt with by application of the fundamental principles and the threats and safeguard approach. 

Newer models of service delivery - similar considerations apply to those discussed in paragraph 5 above. The Code need not and 

should not be a complete handbook of how to apply the principles in every circumstance that a professional accountant might 

encounter. 

Tax planning and related services – this is an interesting topic that ICAEW and other UK professional bodies have taken steps in 

respect of (www.icaew.com/pcrt). In an international scenario, as tax is very structured around national and local legislation, it 

would be better if the Board were to focus on the generalities of the boundaries around aggressive tax planning, than an attempt to 

come with a set of detailed procedures. Such a consideration would also be useful in wider aspects of the Code as it would in form 

discussions on aggressive accounting and misleading information. 

Materiality – we are concerned that this project appears to be aimed at coming up with a detailed definition of a general concept. It 

would be better for the Board to consider the differences between materiality and significance and whether the code applies the 

http://www.icaew.com/pcrt
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right term in the right place. 

Pre-commitments – we note that the Board is undertaking yet another review of the provision of non-audit services by auditors to 

the entities that they audit (NAS). We welcome efforts to reach out and engage in evidence gathering before making detailed 

proposals. We believe that research into the causes of significant audit failures around the world would be merited to see whether 

the provision of NAS is seen to impact on audit quality, and inform the debate on auditor independence more generally . 

14.  ICAI We are supportive of actions that have been identified by IESBA with respect to each strategic theme. We take note with appreciation of 

the fact that the IESBA plans to continue to monitor relevant external developments through its Emerging Issues and Outreach Committee 

(EIOC). 

 Definition of PIE 

The proposed review of definition of Public Interest entity (PIE) and Listed entity is welcome. We believe that definition of a PIE varies 

from country to country; however, it may be worthwhile to go ahead with the project of finding a common denominator of these terms. 

A PIE is presently understood to be defined in the IESBA Code of Ethics, 2018 as under:- 

(a)  A listed entity; or 

(b)  An entity: 

(i)  Defined by regulation or legislation as a public interest entity; or 

(ii)  For which the audit is required by regulation or legislation to be conducted in compliance with the same independence 

requirements that apply to the audit of listed entities. Such regulation may be promulgated by any relevant regulator, including 

an audit regulator. 

Other entities might also be considered to be Public Interest Entities as set out in paragraph 400.8. 

We have following observations in the matter:- 

(a)  The  statutes in India (as may also be in other jurisdictions) do not specifically declare an entity to be a public interest entity. In case 

of some entities , e.g. Companies, the Statute governing Companies in India i.e Companies Act, 2013 makes a distinction between 

Private and Public Companies, but do not use the term Public Interest entities. 

(b)  There may be entities which are not listed, but wherein shares can be freely traded between shareholders. 
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(c)  Statutes may prescribe mandatory audit, but may not prescribe that audit is to be conducted in compliance with the same 

independence requirements that apply to the audit of listed entities. 

These may be taken into account in the review of above definitions. 

 Materiality 

We appreciate that IESBA will consider whether clarity is needed regarding how the concept of materiality should be applied in the 

various places where it is referred to in Code, and not just in relation to NAS, e.g. in relation to other independence matters and in relation 

to financial interests of an individual. 

With respect to India, materiality has manifestation in the domestic regulations, with regard to materiality in relation to NAS provided to 

certain audit clients, as well as in case of auditor holding substantial interest in the client (substantial interest has been defined 

separately), wherein professional accountant’s does not remain eligible to do audit, if his threshold of interest comes within the category of 

substantial interest. 

 Tax Planning and related services 

We are supportive of this proposal, given the expectations of Governments vis-à-vis demands of clients on the issue, which needs 

comprehensive consideration. 

We would like to add that at present, Taxation advice has mainly been seen in context of Audit client and related conflicts, it may be 

relevant to note whether additional guidance needs to be in place for Taxation services given to Non-Audit clients as well. 

 Documentation 

While we are supportive of this, we believe that the Code should invariably contain requirement of Independence documentation to be of 

a standard that would enable another professional to understands the judgments made, and the reasons supporting judgments. 

The requirement of documentation may also be considered in case of resignation by the auditor, to give fair chance to the new auditor to 

know the threats faced by the earlier auditor. So far as it may be possible, it may also be considered that the previous auditor should 

document the relevant facts in case of change of auditors resulting from reasons other than resignation of the auditor. 

15.  ICAJ Broadly speaking, we support the actions that have been identified in respect of each strategic theme.  In particular, the actions outlined in 

respect of the strategic theme, “Advancing the Code’s Relevance and Impact”, respond directly to questions and concerns raised by 
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various stakeholders and will also address matters of global relevance given the emergent issues, particularly as it relates to technology.   

In respect of the remaining strategic themes – “Deepening and Expanding the Code’s Influence” and “Expanding the IESBA’s 

Perspectives and Inputs”, while we believe the initiatives outlined are worthwhile, the details of the actions to be taken, the timing and 

measurement of these actions should be more specific. 

See response to Q4 for further details. 

16.  ICAN We support most of the actions that have been identified with respect to each strategic theme. However, we take a different position on 

some of the placement of details on professional skepticism, NOCLAR Post Implementation and Long Association (LA) post 

implementation.  

In considering the appropriateness of work streams, we believe that professional skepticism is appropriate under Advancing the code’s 

relevance and impact – raising the bar on ethics. However, we suggest that it should be raised to high priority instead of medium 

especially in line with recent developments in the profession. 

In addition, we recommend that NOCLAR post implementation and LA post implementation work streams be reclassified from the 

strategic theme of Deeping and Expanding the Code’s Influence to Raising the Bar on Ethics subtheme under Advancing the Code’s 

Relevance and Impact. Our basis is that considering the post implementation impact of NOCLAR and Long Association are more to raise 

the bar on ethics than in the deepening and expanding of the Code’s influence. 

17.  ICAS We are supportive of the actions that have been identified within each theme although we believe there would be merit in running the 

work on non-assurance services and that on the definition of PIE and Listed Entities in parallel.  

We believe at this stage that it is the implementation of the Code that is critical. More needs to be done to ensure that the high-quality 

requirements and application material contained in the Code are being appropriately introduced in practice across the Globe. We 

therefore very much welcome IESBA’s commitment in this regard: 

“However, with the finalization of the restructuring and substantive revision of the Code at the end of 2017, the IESBA sees a clear 

imperative to deepen and expand the Code’s influence by vigorously promoting global adoption of the revised and restructured Code (or 

simply the “restructured Code”).” 

We also particularly welcome the development of the E-Code but would caution that for this to assist users, including professional bodies, 

it will require to: 
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 Have free access; 

 Be easily accessible; and 

 Be available to, and provide the means for, user bodies to adapt for their own jurisdiction specific requirements.   

We would, however, urge caution in relation to the project on tax “aggressive tax avoidance”. This is likely to prove a particularly difficult 

subject on which to achieve consensus at the global level.   In this regard there would appear greater merit in starting the proposed work 

on the definitions of PIE and Listed Entities earlier than currently scheduled, as this appears very relevant to the work on non-assurance 

services. 

18.  IDW SUB-THEME: MAINTAINING A GLOBAL CODE FIT FOR PURPOSE IN THE EVOLVING ENVIRONMENT 

We broadly support the identified actions aimed at identifying emerging trends in technology, service delivery etc. and considering any 

ethical perspectives attaching thereto as essential.  

In addition to the (relatively small) working group tasked with exploring trends and developments in technology identified in the 

Consultation, we expect that broader public consultation will be needed to ensure that the IESBA obtains as complete as possible a grasp 

of issues at a global level. We would therefore suggest this be included in the semi-annual discussions on matters as part of the emerging 

issues initiative explained in paragraph 50. 

It will be essential for the IESBA to retain a principle-based approach in dealing with emerging issues, as this allows flexibility in a rapidly 

changing environment that rules cannot. 

 SUB-THEME: FURTHER RAISING THE BAR ON ETHICS 

Tax Planning and Related Services: We do not object to the notion of IESBA exploring tax planning and related services, provided it 

remains sensitive to the fact that the legal environment may vary from jurisdiction to jurisdiction. Others, such as the European Union are 

also looking at this issue and so IESBA should primarily be involved in following the debate at present. Whether IESBA “…can intervene 

within its remit as a global ethics standard setter.” (paragraph 53) will need to be decided, and so the IESBA ought to hold an open mind. 

The statement “seek to explore a path where it can intervene within its remit as a global ethics standard setter” appears to be biased 

towards action. Given our remarks as to global operability above, this is likely to be a highly sensitive issue demanding caution on the part 

of IESBA. 

 Definitions of Public Interest Entity and Listed Entity: The IDW has previously cautioned the IESBA against retaining the term public 
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interest entity (PIE) in the Code, the definition of which may vary between jurisdictions and which is not under the IESBA’s control. We 

thus believe that the IESBA should approach certain more stringent aspects of the Code in the same way as the IAASB does (i.e., 

specifying certain requirements for listed entities thereby allowing jurisdictions to add further entities of public interest in the particular 

jurisdiction). We would therefore suggest IESBA coordinate with the IAASB in exploring the need for any revision of the definition of listed 

entity. 

 Materiality: We would support the IESBA looking at this issue, but note that the concept of materiality is a financial reporting one and that 

therefore may not be appropriate for the Code. However, in cooperation with the IAASB considering a concept of “significance” might be 

of benefit. Clarification of how professional accountants should treat clearly trivial inadvertent departures (i.e., de minimis exceptions) 

should also be addressed. 

 Communication with Those Charged with Governance: Given the diverse governance structures in place world-wide, we have 

reservations as to the appropriateness of IESBA attempting to deal with this issue in a global Code. The ISAs deal adequately with auditor 

communications and so do not need to be repeated or expanded upon in the Code. 

 Documentation: This is a significant issue for professional accountants. We would welcome precision as to expectations in regard to 

documentation of factors relevant to auditor independence, as this is a key public interest issue. We do not see a justification for stringent 

requirements beyond this and consider that recommendations are likely to be appropriate in certain cases. 

 Strategic Theme: Deepening and Expanding the Code’s Influence 

As explained above, professional accountants will need sufficient time to deal with the recent changes to, and restructuring of, the Code if 

they are to apply it effectively. This also applies for legislators or ethical standards setters in jurisdictions that have not adopted the Code, 

but which may base their own ethical behavioral requirements on the IESBA Code. 

In our view, a period of calm is now essential, and we support the IESBA undertaking post-implementation reviews of specific areas as 

well as the restructured Code so as to inform whether there is a need for amendments or changes as well as the further support activities 

outlined in paragraph 76. 

 Strategic Theme: Expanding the IESBA’s Perspectives and Inputs 

Other than as explained above in regard to SMPs, we support the activities outlined in the Consultation. 
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19.  IRBA Strategic Theme: Advancing the Code’s Relevance and Impact 

Sub-theme: Maintaining a global Code fit for purpose in the evolving environment 

Trends and Development in technology 

We support the actions proposed under this project. Professional Accountants, including auditors, are required to keep up with the rapid 

developments in technology and innovation. As clients’ businesses are evolving, this has an effect on the audit environment. Similarly, 

auditors are encouraged to use technology to increase audit efficiencies, and this will possibly have an impact on audit quality. 

However, for the IESBA and the IESBA Code of Ethics (the Code) to remain relevant on this topic, timely consideration is required. We 

would encourage the IESBA to be the thought leaders on the ethical implications of technology and innovation. 

There is a concern that auditors may have limited knowledge on how the work of these latest technologies, e.g. data analytics, can be 

appropriately integrated into the audit engagement. There is a likelihood that professional accountants may go on doing work ignoring the 

risks/opportunities/challenges that technology introduces. As a result, professional accountants may not be acting with professional 

competence and due care. 

 Emerging or Newer Models of Service Delivery 

There is standard-setting interest in this topic. Outsourcing and insourcing have cross-border implications. Thus, the Code becomes the 

common denominator for PAPPs and PAIBs. We would support a project that considers the ethical implications of these relationships. 

Awareness raising on this project may be required, especially on the independence consideration when firms rely on shared service 

centres and with regards to the definition of “office” and “engagement team”. 

 Emerging Issues Initiative 

The IESBA may consider adding more structure as this project is taken forward to allow for an effective output. There is potential for this 

group to deliver substantial strategic insight on future IESBA projects. 

 Strategic theme: Advancing the Code’s Relevance and Impact 

Tax Planning and Related Services 

As the IRBA Code of Professional Conduct does not apply to PAIBs, we limit our comments to auditors that are performing tax services. 
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We would support a project on this topic. 

 Definition of Public Interest and Listed Entities 

The introduction of the concept of a public interest entity to the Code provides a level of complexity and judgement. This may also result in 

differentiation; and without local amendments, the definition is open to some interpretation. 

We do not view this project as a priority. In South Africa, we have issued a jurisdiction-specific definition of a public interest entity that 

builds on the Code. From our experience of researching a suitable definition of a public interest entity, we believe that this should be a 

jurisdictional project as it is rather difficult to set a universal definition that will be comparable and helpful. 

This calls on different jurisdictions to consider their financial environment and provide guidance on this matter. The IEBSA may consider 

issuing implementation guidance to jurisdictions on this topic rather than an amendment to the Code. 

The IESBA may need to consider the relationship between the above project and the IEBSA Non-Assurance Services Project. The 

relationship between the two has the potential to be material as consultation is undertaken. These two projects require careful 

consideration. 

 Materiality 

Our view is that this is a priority project. Without the right level of guidance relating to materiality, the Code is left exposed to 

misinterpretation by its users and readers. 

Materiality introduces some unnecessary complexity to issues; thus, the project should not be limited to clarification, but rather a re-

evaluation of its use within the Code. 

 Pre-commitments 

We appreciate the speed at which these projects are progressing. We look forward, with interest, to developments, especially on the Non-

Assurance Services Project. 

 General Maintenance of the Code 

Our experience with the Code is that certain terminology used in the Code could use some clarification, e.g. network firms, engagement 

period. 
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There are certain differences between the definitions of some terms in the Code and the definitions of the same terms in the IAASB 

standards. These terms include “assurance engagement”; “engagement quality control review”; “financial statements”; “firm”; 

“independence”; “review engagement”; and “special purpose financial statements”. 

As included in our response to the IESBA Strategic Questionnaire, we suggest: 

 Reconsidering the use of the term “employee” as it appears to cover only employees of an audit client and not others who may act in 

the capacity of an employee (e.g. a contractor).  

 Not limiting the concept of “engagement period” to the date when the audit report is issued, as the auditor has further responsibilities 

in an audit of financial statements, such as addressing the effect on the audit opinion of matters that come to the auditor’s attention 

after the conclusion of the audit.  

 Revisiting the definition of “financial interest” to, for example, clearly cover interests in a trust.  

 Defining the concept of a “network firm” to focus more on the exercise of judgement rather than on a list of examples of situations 

that might indicate the existence of a network. 

 Other 

We would strongly urge the IESBA to consider the projects on Communications with Those Charged with Governance and 

Documentation. From a regulatory perspective, these two projects would be useful to areas that currently have limited guidance available. 

Also, these projects will have potential for substantial impact in the audit environment. 

 Strategic theme: Deepening and Expanding the Code’s Influence 

Promoting Global Adoption of the Restructured Code 

We encourage the IESBA to continue its work on adoption and implementation. This is an important and strategic item that requires due 

consideration. 

Among the actions that the working group will be undertaking, advocacy tools would be helpful. It is useful when a fact sheet, multimedia 

content and learning material are released alongside amendments to the Code. This helps to add to the conversation on ethical matters. 

 Monitoring and Documenting the Extent of Adoption of the Code 
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An action that the IESBA may consider is documenting the challenges that adoption poses and then issuing implementation guidance. 

This may include sharing strategies between jurisdictions, and having this facilitated by the IESBA. 

 Pre-commitments 

We appreciate the IESBA’s dedication to keeping to its previous commitments. The extent of these projects may need to be fully 

considered, especially in respect of competing projects. 

 Post-Implementation Review of the Restructured Code 

This should be a priority issue; however, the appropriate timing of this project must be considered. Sufficient time must be allowed for 

auditors and jurisdictions to implement the Code, evaluate the implementation and then provide feedback on whether the objectives of the 

Restructured Code Project have been met. 

The IESBA’s effective date for the IESBA Revised and Restructured Code of Ethics for sections relating to independence for audit and 

review engagements will be for audits and reviews of financial statements for periods beginning on or after 15 June 2019. This is 

assuming that jurisdictions have aligned with the IESBA effective date. 

Real information may only be available in mid-2022, at least two years after implementation. Thus, the proposal for post-implementation 

review in Q2 2023, while possible, may be ambitious. 

Other activities: 

We agree with the actions planned by the IESBA. 

 Strategic Theme: Expanding the IESBA’s Perspective and Inputs 

Coordination with the IAASB and IAESB and Other Activities 

We support the IESBA’s efforts to increase coordination and consultations. While this has been listed as a proposed action during the 

strategic period, coordination and consultation may be an approach that the IESBA would consider adopting beyond the strategic period. 

We look forward to a more coordinated approach in setting strategic objectives, as this may result in common themes. 

On the IAASB’s revisions to ISQC 1 (System of quality management), the IESBA may consider reflecting on the system theory as well as 

governance and leadership from ISQC 1. 
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Other Activities 

We agree with the actions planned by the IESBA. 

20.  ISCA We generally support the actions that have been identified with respect to each strategic theme. 

21.  JICPA (a) Public interest 

We believe the “Meaning of public interest in the global context,” which was listed as a possible project/initiative in the 2017 April 

questionnaire, should also be added as a strategic theme. While the recently revised IESBA Code of Ethics for Professional 

Accountants (the Code) stipulates more requirements to address public interest such as NOCLAR provisions, there is no clear 

provision on the concept of public interest. In order to apply the Code globally, we believe the concept of public interest should be 

clarified by considering matters such as whether it could have different meanings in different cultures, or how the balance between 

cost and benefit should be addressed. Further, since the duties of professional accountants, including assurance engagements, are 

strongly associated with public interest, the concept of public interest in relation to the mission of professional accountants should be 

clarified and clearly stated in the beginning of the Code. For example, in Japan, publicness is stated in the beginning of the Certified 

Public Accountants Act and the JICPA Code of Ethics as certified public accountants’ mission which is to contribute to further 

strengthen the sustainable financial market and economy. 

 (b) Non-assurance services (NAS) and Fee related matters 

While the issues considered as a part of the strategic themes include the level of non-audit fees and its ratio to audit fees that would 

be discussed from the perspective of independence, we believe qualitative factors such as what kind of threats may be created from 

the specific non-audit services and their level of non-audit fees should also be sufficiently considered, in addition to quantitative 

factors such as the level of non-audit fees and its ratio in order to establish requirements and application materials. 

22.  KPMG In general, we do support the actions identified with respect to each strategic theme. 

23.  MICPA Yes, the Institute supports the actions that have been identified with respect to each strategic theme. 

24.  NASBA a. Trends and developments in technology  

We agree this is a critical area. Professional accountants need to understand the ethical implications that exist in light of emerging 

technologies. We suggest the IESBA address these issues as a heightened priority. We also suggest any additional requirements or 
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application material be principles-based and broad enough to apply to technological advances that will likely continue to evolve. 

We are pleased that the IESBA has already established a working group that began data gathering in Q1 2018. Due to the breadth of the 

topic, and the steep learning curve to understand and evaluate the implications of the technological trends and developments, we agree 

that the IESBA should perform this project on a phased basis, i.e., initially take a diagnostic approach. Though we recognize the 

complexity of the subject matter, we are concerned about the timeframe for completion of this first phase (that is, Q3 2019), and suggest 

the IESBA seek ways to expedite its review, which is critical to the profession and its stakeholders. 

 b. Emerging or newer models of service delivery  

We suggest the IESBA consider whether the Code of Ethics for Professional Accountants’ (the Code’s) fundamental principles sufficiently 

address issues related to firms’ business models of service delivery. Firms’ business models for delivering services have and will continue 

to emerge and change, thus, we do not believe the IESBA should devote significant time and resources to gain a detailed understanding 

of the current models. However, a general understanding could help inform the IESBA’s process. For example, understanding the nature 

of work “data engineers” or “project managers” are doing at some firms would be helpful in deciding/testing the parameters of the 

definition of “engagement team.” As noted in the paper, we also believe that firm business models will likely be discussed in the context of 

trends and developments in technology and may be considered in that context. 

 c. Emerging Issues Initiative  

We support the continued use of an Emerging Issues Workgroup to help IESBA identify issues that require the development of guidance 

or changes to the Code. 

 d. Tax planning and related services  

NASBA agrees with the statement in par. 53 of the paper: “The issues involved are complex, especially given the variety of legal 

frameworks around the world, and therefore may only be capable of being addressed at a principles level.” We believe the Code’s 

fundamental principles (for example, integrity and professional behavior) provide adequate guidance in this area although we would like to 

see the IESBA bring greater awareness to the application of those principles to “aggressive” tax avoidance. 

 e. Definitions of public interest entity and listed entity  

NASBA does not believe that professional accountants in the United States need clarification of the current definitions of public interest 

entity and listed entity. However, we do believe the IESBA should consider whether those terms appropriately include or exclude entities 
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involved in new capital-raising methods such as crowdfunding and cryptocurrencies (for example, initial coin offerings or “ICOs”). 

 f. Materiality  

NASBA believes that initiatives to define materiality in various contexts in the Code, particularly if in a manner that differs from the 

accounting and auditing literature, can lead to greater confusion. Constituents often press standard-setters and regulators to define 

materiality, but short of the IESBA providing a numerical gauge for measuring materiality (for example, percentage of assets or revenue), 

we do not believe that additional guidance will result in greater consistency in application. Rather, we believe that accountants exercising 

professional judgment should determine materiality based on specific facts and circumstances. 

 g. Communication with those charged with governance  

NASBA believes that enhancing communication between the auditor and those charged with governance at the client helps to protect the 

public interest. However, we note that these requirements exist in the auditing standards and do not believe the requirements should be 

repeated in the Code. 

 h. Documentation  

NASBA believes that all professional accountants should document specifics related to matters they evaluate under the Code whenever 

they exercise “professional judgement”. Documentation requirements need to be scalable to the complexity (or lack thereof) of situations 

that arise, to avoid the need for extensive documentation in circumstances that have relatively low risk of giving rise to ethical (e.g., 

independence) issues. Instilling such discipline helps to ensure professional accountants can demonstrate the process they followed to 

arrive at their conclusions and comply with the Code. 

25.  PwC Detailed comments 

We consider that there is an urgent need to bring stronger collaboration and coordination between those with responsibility for ethics 

standards and those with responsibility for audit and assurance standards. This has not been achieved to date but we recognise that both 

the IESBA and IAASB are making efforts to enhance the degree of cooperation and collaboration on key Standards.  ISQC1, ISQC 2 and 

ISA 220 are prime examples of where there is a need for close co-ordination to ensure that the Standards developed by the IAASB reflect 

the IESBA’s view point and are consistent with the Code, where appropriate.  There are others such as the impact of evolving 

technologies, consideration of service delivery models, the definition of listed entities and the post implementation review of NOCLAR.  

We encourage the Board to pursue this effort. 
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 We agree that there is merit in the Board considering the topic of technological developments but the Board should be mindful to focus 

on the ethical implications of these developments. This could be best achieved by developing a clear link to the relevant fundamental 

principles, notably objectivity, professional competence and due care, and confidentiality, illustrated by examples. The fundamental 

principles should be used as a basis to determine if and how behavior is expected to be influenced and what changes to the Code might 

therefore be warranted. 

 In general terms, we recognise that the provisions in Section 290 of the extant Code relating to non-assurance services (NAS) were 

largely developed some twelve years ago and that there have been some significant changes in the range of services that firms are 

providing to clients today (e.g. digital solutions) and in the way that those services are delivered (e.g. using service delivery centres, 

centres of excellence, and use of third parties).  Accordingly, there is scope for updating the Code in this area so that it is fit for purpose in 

today’s environment.  That said, we remain supportive of the principles approach to evaluation of threats to compliance with the 

fundamental principles, and independence, and encourage the Board to avoid rules that do not provide flexibility to handle the current and 

future developments in service offerings and delivery models.   It is evident that rules that are not clearly articulated themselves result in 

uncertainty and risk inconsistent interpretation and application. Further, we encourage the Board to continue to develop its own thinking 

on what NAS prohibitions are appropriate in the International Independence Standards, applying the conceptual framework approach, 

rather than aligning with the views of any particular regulatory framework. 

 As regards the proposed activity on tax planning and related activities, we commented in our response to the 2017 questionnaire that 

the purpose of tax planning by companies is to manage their compliance obligations and tax risks, and also one of their most significant 

costs of doing business, and it is therefore consistent with management's responsibilities as stewards of corporate resources. Related to 

this is also recognition of the long-term importance of the integrity of tax systems around the world. Professional advisers that understand 

both of these fundamentals play an important role in advising their clients, helping them to understand their obligations and to make 

informed business decisions on tax issues.  

There can be significant challenges for tax professionals undertaking this role in an environment in which tax rules and the interpretations 

of those rules are subject to continuous change and wider stakeholder interest. In particular, there has been an unprecedented volume of 

change in the international tax arena in recent years, with US tax reform, ongoing competition between countries and regions, and the 

debates on the tax treatment of digital business all contributing to an evolving international system that - notwithstanding the efforts of the 

OECD - is in a state of flux and carries uncertainty and the risk of ongoing disputes between countries. 

One important focus of the OECD Base Erosion and Profit Shifting measures has been to address how certain international activities 

should be taxed, in particular mismatches between country tax systems such as hybrid entities and hybrid instruments.  However the 
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BEPS measures do not resolve the ongoing debate around the question of where such taxation should arise.  This challenge is 

exacerbated by the changing nature of many business models with the increasing emphasis on digital activities. 

Ethical principles and/or Codes of conduct can play an important part in guiding professional judgements that are made. They can 

therefore be part of a holistic solution to public interest concerns but only a part, given that those concerns are inherently a combination of 

(a) concerns about the systems themselves (whether the rules put in place by Governments around the world are fit for purpose) and (b) 

concerns about perceived behaviour of those operating within the systems (i.e. taxpayers, tax advisors, and tax authorities). 

Other parts of a holistic approach would include reviews of relevant parts of the tax system and greater transparency on the policy 

reasons driving the introduction of particular reliefs, both at a domestic country level and internationally.   

Given the breadth of this topic, we would suggest that any review is undertaken in collaboration with other bodies to bring together 

different experiences and perspectives. To this end, we can see merit in the suggested “discussion paper or a thought piece to stimulate 

discussion on the topic among stakeholders from the perspective of a professional accountant’s overarching obligation to comp ly with the 

fundamental principles”.  We would encourage sufficiently wide stakeholder engagement in the development stage of such a paper, not 

only after its publication. 

We also agree, as noted in the plan, that this topic is relevant for, and impacts, both Professionals in public practice and Professionals in 

business (we would add to that Professionals working in tax authorities) and thus would need to be considered from all of these 

perspectives. Indeed this seems entirely appropriate given the importance of the tri-partite relationship between tax authorities, taxpayers 

and advisers in the effective implementation of a tax system that aims to build compliance, sustainability and trust. 

 As mentioned in our response to the questionnaire, we do not believe that a focus on materiality as used in the Code should be a priority. 

We are not aware that the absence of guidance on the use of materiality considerations, outside of the provisions relating to non-

assurance services, is giving rise to practical issues or concerns and there is already broad and consistent understanding within at least 

the Forum of firms of how to apply the concept. 

 As regards communication with those charged with governance (including audit committees), we believe that further guidance in the 

Independence Standards on the types of issues and matters that should generally be discussed with audit committees might be helpful, 

including the form and timing of such communications.   

The independent audit committee plays an important role in supervising the extent and nature of any services provided by audit firms to 

audit clients and in overseeing the compensation firms receive for such services. 

The role of the audit committee in supervising the engagement of the audit firm for audit and non-audit services, and the internal 
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consultation arrangements in audit firms, reduce the opportunity for any intimidation or commercial incentivisation of the auditor by the 

company’s management. 

We are of the view that threats to independence can be managed by a mix of: 

 Enhanced oversight by the audit committee of auditor independence, and 

 Additional disclosure in corporate reports about the nature and level of fees from other services.   

 The Board should remain mindful that this is a Code of Ethics for professional accountants, including International Independence 

Standards, and yet we observe that the recent Board discussion paper on Fees suggests that the Board might consider the following 

matters: 

 Fee caps on Non-assurance services (NAS) provided to audit clients 

 Pre-approval of NAS by TCWG, and even  

 Business models adopted by firms. 

We believe that these, together with any additional disclosure requirements, are matters for local law and regulations related to corporate 

governance or independence related standards established by the relevant regulator and are not matters for a professional Code of 

Ethics.   We also note that any steps the Board might consider taking in these areas may be anti-competitive and an inappropriate 

potential restraint of trade.  

We accept, for example, that the ratio of audit to non-audit fees is something that an audit committee may well wish to consider in its 

oversight of auditor independence and that the Code may usefully include some general considerations in relation to such an issue. 

It could be helpful to add application material in Part 2 of the Code dealing with the PAIB’s responsibilities in acquiring and overseeing the 

provision of services (assurance or otherwise) to the entity (recognizing the limitation that TCWG may not be professional accountants 

and therefore not subject to the Code). 

26.  RSM We support the actions that the IESBA has identified with respect to each strategic theme. 

27.  SAICA SAICA support the actions that have been identified with respect to each strategic theme.  

The strategic theme of Trends and Development in Technology is very important due to effect of the profession, specifically with reference 

to the safety and confidentiality of data. With regards to the technology theme the use of computer programming in making decisions will 



IESBA SWP 2019-2023 CP – Compilation of Responses to Specific Questions 

IESBA Meeting (September 2018) 

 

Supplement B to Agenda Item 5 

Page 40 of 66 

# Source Comment 

also impact ethics.  The IESBA would need to consider fairness and reasonableness of the use of technology as well as the impact on the 

fundamental principles. 

28.  SMPC The three strategic themes that have been identified in the CP (Advancing the Code’s Relevance and Impact, Deepening and Expanding 

the Code’s Influence and Expanding the IESBA’s Perspectives and Inputs) are appropriate, in our opinion.  

Trends and developments in technology and innovation is a key area which the Board will need to actively monitor. The 2016 IFAC Global 

SMP Survey found that the anticipated impact of technological developments over the next five years had increased substantially from 

2015. The likely impact of digital disruption on the work performed by professional accountants is a significant issue and the rapid and 

differential pace of change makes assessing the full impact at any one point in time very difficult. Hence, only a principles-based approach 

provides the necessary flexibility in a rapidly changing environment. Similarly, as new models of service delivery become more prevalent 

because of the increasingly international (and complex) business landscape (coupled with a significant deployment of computer 

technologies), such evolution may also have an ethical impact on the behavior of professional accountants. Hence, we are encouraged by 

the Board’s decision to make these two areas a priority in the next Strategy and Work Plan.  

Given the IESBA’s earlier commitment to limit changes to the Code in the near future, it makes sense for the IESBA to start with various 

fact-finding projects to monitor developments in order that the Board can fully consider the potential impact(s) in terms of ethical issues 

arising from all these new trends.  

Under the second strategic theme of “Advancing the Code’s Relevance and Impact – Further Raising the Bar”, the SMPC recommends 

the Board consider the addition of another project “The definitions and descriptions of terms”, which is  elaborated in our response to the 

next question (see below). With this addition, there will be six significant projects and hence, the Board will need to prioritize the use of the 

Board’s time and resources. 

29.  UKFRC With the exception of the issues covered in the main body of our letter, generally, we support the actions that have been identified, in 

particular undertaking further research to determine whether there are ethical issues that are not adequately covered by the current 

ethical principles and, if so, the areas of highest priority. 

With regard to ‘trends and developments in technology and innovation’ and ‘emerging or newer models of service delivery’, we observe 

that these are not particularly new but relate to developments over at least 15 to 20 years. However, these changes have inevitably been 

creating new ethical challenges and dilemmas for professional accountants and other organizations. Whilst new challenges will continue 

to emerge, much is likely to be capable of being learned from current practice and experience. 

As we have discussed in our responses to recent IESBA consultations, we strongly believe that a principles-based approach to ethics, 

http://www.ifac.org/publications-resources/2016-ifac-global-smp-survey-report-summary
http://www.ifac.org/publications-resources/2016-ifac-global-smp-survey-report-summary
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which clearly establishes overarching ethical principles and supporting ethical provisions, supplemented by clearly linked requirements 

addressing particular circumstances, will result in better ethical and behavioural outcomes. Appropriate principles and clarity of ethical 

outcomes are capable of application to a wide range of circumstances. Overly detailed requirements should be avoided as they may lack 

the necessary flexibility to be adaptable to changing circumstances; they may also encourage a rules-based mindset. 

We have not, at this time, encountered specific ethical issues related to IT and/or newer models of service delivery that could not be 

addressed at a high level by the extant ethical principles. However, we recognize that these are developing areas and that it may be 

helpful to develop a broader consideration and codification of the ethical dilemmas that arise, or that are magnified, for professional 

accountants due to related developments and how they should be analysed in the context of the fundamental principles. 

The challenges that are created by developments and innovation in IT and models of service delivery for professional accountants are not 

uniquely concerned with ethics and there is likely to be considerable overlap of interests between IESBA, IAASB and IAESB, in 

developing an understanding of such implications. We support the proposal for the Boards to co-operate in this respect. 

 Trends and developments in technology and innovation 

With respect specifically to developments in IT, we believe that the fundamental principle of confidentiality is particularly important and 

that challenges arise in securing the confidentiality of data and information that may pose ethical dilemmas – this is an area where the 

boundaries between what may be unethical and what may be illegal are merging, especially in view of the recent further development of 

relevant legislation line the EU’s General Data Protection Regulation, which came into force in May 2018. The fundamental principle of 

professional competence and due care is also important as professional accountants may need to obtain new knowledge and skills to 

ensure and maintain their competence to make relevant professional judgments. The exercise of professional judgment is important in the 

delivery of services by professional accountants, as well as in evaluating and addressing threats to compliance with the fundamental 

principles. Such compliance may be more difficult, for example, where the volume and nature of data and information available result in 

‘data overload’ or data whose ‘quality’ is questionable. There may also be challenges to effective professional judgment when machine 

learning and artificial intelligence are used to support professional judgments if the ‘audit trail’ of the machine-based decisions and 

judgments is not transparent, it iterates in a way that does not require human intervention, which may require re-examination or validation 

as a result, or requires specialized skills and knowledge. 

To address these issues, it may, in part, be helpful to express required ethical outcomes having regard to examples of developments in 

technology, but we would caution against being too specific, which could result in a lack of adaptability in an area where there is a 

relatively rapid rate of development. 
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 Emerging or newer models of service delivery 

Developments in models of service delivery are constantly evolving and are often related to or go hand in hand with developments in IT 

as discussed above. For example, we understand how firms of professional accountants may be able to create efficiencies by 

establishing different functions in parts of the world that are remote from the location of the core engagement team, and which may not be 

comprised of auditors or professional accountants. However, that remoteness may introduce challenges for the direction, supervision and 

control of the work, including the need to ensure independence where applicable and maintain the confidentiality of information.  

It may be helpful to express the required ethical outcomes having regard to examples of emerging or newer models of service delivery, 

but we would again caution against being too specific, which could result in a lack of adaptability. 

30.  WPK We are in agreement with the actions identified except for the topics “Communication with Those Charged with Governance”, 

“Documentation” and partly “Materiality”.  

We may refer first to the topics which we advocate: 

We appreciate that “Trends and developments in technology” are a top priority for IESBA. Developments in technology and innovation 

are the driving forces for the way business is being conducted – and accordingly processed and recorded – in the future. These evolving 

trends and developments in technology may not necessarily need extensive rulemaking. On the contrary we believe that the increasing 

pace of change emphasizes the strengths of a principles based approach. In this respect we encourage the Board to review existing 

requirements in order to ensure that these requirements remain fit for purpose, and to provide relevant application material. 

 Likewise, where appropriate and necessary, the Code should also take into consideration “Emerging and newer models of service 

delivery” and thus be aligned accordingly. Interrelations with trends and developments in technology and innovation exist. 

 With regard to the topic “Tax planning and related services” we see a need for the Board to follow the debate and to promote the 

existing fundamental principles in light of that debate. In this respect the Board may also consider whether the issuance of further 

guidance or application material is warranted. We believe, however, that the current provisions of the Code are addressing the issue 

sufficiently. This in particular from a German perspective where in addition to professional accountants tax advisors are also a regulated 

profession, and where the public debate, overall, was quite moderate. 

 Addressing the topic “Definitions of public interest entity and listed entity” seems necessary in order to eliminate differences in 

application of requirements. From our view the Code requirements should not go beyond the EU audit regulation. 
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 Finally, we are in favor of the “Post-implementation review of the restructured Code”.  

Assessment of whether the comprehensive restructuring project achieved its objectives (increased usability and understandability of the 

Code) is a meaningful task. 

 However, as indicated, we are not or not fully in favor of the following three topics: 

In case of uncertainties in the context of “Materiality” these shortcomings should be addressed. However, to avoid interruptions between 

the audit and ethics standards the Code´s “Materiality” concept should be in line with the Materiality concept of the ISAs. On the whole, 

we think that this topic is not worth investing considerable IESBA resources. 

 Further to the topic “Those charged with governance” (TCWG) we agree that a frequent and transparent dialogue between professional 

accountants and TCWG is to be promoted. However, we think that this subject does not lie within IESBA´s mandate. It is primarily a task 

for national legislation on company law. 

 The topic “Documentation” conflicts in our view with the principles-based approach of the Code. Whilst a requirement to document is 

warranted where it comes to independence standards, and whilst documentation should be encouraged for specific situations like those 

already addressed in the extant Code, a general documentation requirement with regard to the Code and its fundamental principles would 

be contradictory to the overall approach of a principles-based Code. 

31.  XRB The NZAuASB is particularly interested in and strongly supportive of the work streams that impact on assurance engagements and in 

particular the definitions of public interest entity (PIE) and listed entity. The NZAuASB believes there is merit in the IESBA undertaking 

work to gain a comparative understanding of the global impact of the definitions of public interest entity and listed entity across different 

jurisdictions.  For example, how the definition applies in the public sector as well as its application to significant public interest entities, 

such as banks and insurers, that are not listed entities, and other entities that raise money from the public. 

Technology is evolving at a rapid pace. Developing practices involving new accounting and transactional technologies (including 

blockchain and crypto-currency transactions) raise a broad set of issues in terms of understanding the technologies involved and their 

potential impact on ethics and auditing. The NZAuASB welcomes the inclusion of the workstreams, trends and developments in 

technology and emerging or newer models of service delivery, in the IESBA strategy and work plan. 
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Recognizing that this proposed SWP is ambitious, do you believe the IESBA should accelerate or defer any 
particular work stream(s)? If so, please explain why. 
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1.  AAT AAT supports the work streams as laid out but also would emphasise the need to be able to re-prioritise at short notice. This needs to be 

coupled with an ability to act quickly and, perhaps, with an acceptance that 100% consensus cannot always be achieved. 

2.  ACCA There are already a number of ‘pre-commitments’, set out in Appendix 1 to the consultation document: four potentially relating to 

standard-setting, two post-implementation reviews, and one to develop an e-Code. Paragraph 39 sets out eight new items as priorities. 

We have already made clear that there must be a period of embedding the restructured Code before work streams aimed at further 

changes to the Code are commenced. If this does not happen, then the scope of such projects may be found to be inappropriate. 

We note that ‘[t]he proposed work plan seeks to balance longer term, more resource-intensive initiatives with shorter term initiatives that 

are less resource intensive’3 and that ‘it evolves dynamically’.4 This should not imply that the SWP may be imprecise with regard to 

timings. We are clear that, in the short-term, focus should be on global adoption and effective implementation of the Code, rather than 

developing the Code itself. 

3.  AE Except for the comments above, we do not have further observations. 

4.  AICPA Except for the following, we support the Board’s ambitious work stream identified in the Proposed Strategy and Work Plan and believe 

that the work streams identified are appropriate.   

We support the Board exploring a new work stream and conducting research on trends and developments in technology. Technology 

changes rapidly and is constantly evolving.  Therefore, prior to commencing standard-setting, we believe the Board should consider a 

principles-based approach whereby ethical implications of such changes may be addressed more nimbly. However, we believe the Board 

should have a more ambitious time-line to address ethical implications pertinent to recent technology changes.   

5.  APESB APESB commends the IESBA for its commitment to undertake a post-implementation review of the revised Long Association provisions. 

                                                           
3 Proposed strategy and work plan 2019-2023, page 14 

4 Ibid 
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However, we are concerned with the proposed timing of this review. APESB is of the view the timing will not allow for empirical evidence 

to be obtained, adequate consultation with jurisdictions and appropriate lead time for firms to adapt to any changes from the review before 

the end of the transition period (December 2023). 

Australian stakeholders have informed the APESB that the late changes to the long association provisions, will create challenges for 

Australian auditors and their clients in respect of these new requirements, particularly the transition of the cooling-off period from 3 years 

to 5 years after December 2023. 

APESB believes that the transition to a 5-year cooling-off period could lead to an audit market being concentrated with the larger firms in 

Australia and reduced competitiveness in the provision of audit services. It is likely to lead to an audit market oligopoly, contrary to the 

view of the importance of preventing such an occurrence. 

The new long association provisions do not cater for the significant differences between jurisdictions, such as population, geographic 

distribution and the type of entities that are subject to audit partner rotation, and do not consider whether a robust legal and regulatory 

framework for auditors already exists in that jurisdiction. 

The IESBA needs to allow time in the post-implementation review for extensive consultation with jurisdictions on the challenges faced with 

a five-year cooling-off period. 

The SWP indicates the approach to the review has not yet been considered. APESB encourages the IESBA to include in the review the 

gathering of empirical evidence on the impact of the revised Long Association provisions on audit quality. Gathering this evidence will take 

time, and the IESBA may need to seek assistance from key stakeholders, such as academics. However, we believe it will provide the 

IESBA with a robust basis for any future decision making that IESBA may undertake as a result of the review. 

APESB has engaged with Australian universities to conduct research on the audit partner rotation requirements from an Australian 

perspective. 

In addition, we believe the proposed timeframe does not allow for any lead time to enable firms to plan for partner rotations in an 

appropriate manner. 

Based on these matters APESB is strongly of the view that the post-implementation review of the Long Association provisions must 

commence by no later than 2020. 

APESB would be pleased to provide the results of the Australian research to the IESBA and also support and/or participate in any 

activities that the IESBA will undertake in respect of the Long Association post-implementation review. 
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6.  BDO We believe the Communication with Those Charged with Governance Project could be deferred given the number of projects in the work 

plan, this project is seen to be of lower priority. 

7.  CAANZ We are supportive of IESBA’s proposed work streams.  At paragraph 49 you refer to using your Emerging Issues and Outreach 

Committee to advise you on emerging issues.  At paragraph 50 you propose to discuss these matters twice per annum.  We feel it is 

important to monitor emerging issues more frequently. 

8.  CPA Canada We noted that fact finding work on the new tax planning and related services stream is proposed to begin in Q2 2019. Given the global 

issues and interest that have arisen in recent years through tax planning, strategies and structures that are perceived as aggressive tax 

avoidance, we respectfully suggest consideration should be given to beginning this work as soon as possible, and earlier than Q2 2019. 

We also were concerned that work to be carried out on the new documentation stream would not result in expected completion until 2026. 

As indicated in our 2017 Survey response, we believe this is an area by which the enforceability of the IESBA Code may be improved and 

this may result in greater adoptability. Respectfully, we suggest consideration should be made to beginning this work earlier than 2023. 

In making the above suggestions, the PTC is aware that the Strategy and Work Plan as presented is a heavy undertaking and there is a 

critical need for appropriate resourcing to achieve all of the significant projects identified including increased outreach and communication 

efforts. We are supportive of IESBA identifying and seeking out additional resources in order to accomplish the actions identified and in 

order to advance the relative prioritization of our suggestions made above. 

9.  Crowe The areas that we consider should receive greatest attention are: 

 The impact of changes in technology; 

 Aligning listed company and public interest entity definitions; 

 Tax planning and related services; and 

 Support for the implementation of the Code. 

10.  DTT As we have previously commented, we believe that a substantial share of the Board’s activities should be directed at seeking wider 

adoption and consistent implementation of the Code and increasing outreach with key stakeholders, particularly in respect of the long 

association provisions. This includes considering how it may improve understanding and gain acceptance of the restructured Code by 

focusing on outreach, implementation guidance and other educational materials.  
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The Board should look beyond its current focus on standard setting to provide both a period of stability for the Code and also ensure 

standard setting efforts are guided by the outcomes of post-implementation reviews and evidence that the current provisions are not 

effective. We also consider the IESBA should place more focus on delivering on existing pre-commitments.  

It is important for the Board to be responsive and it should carefully consider how to balance output with timeliness. For example, we 

strongly support the Board’s activities that are underway to develop the e-Code as this will be a very useful implementation tool for all 

users of the restructured Code and has the potential to have a significant impact on adoption efforts. It will also be particularly helpful if it 

contains links to other material such as each Basis for Conclusion and other publications to help further the understanding and effective 

implementation of the Code. We encourage the Board to try to accelerate the completion of this project from the two years that is currently 

projected in the proposed workplan.  

In order for the Code to be widely accessible and visible, the IESBA should consider making it available on the website unfettered, in an 

unlocked pdf version and without the need to establish an account with IFAC. While we recognize such an account is free, it may still 

inhibit users from taking the added steps necessary to access the Code. 

11.  EY We generally agree with the prioritization and proposed timelines of these work streams.   

12.  GT GTIL appreciates the SWP put forth by the IESBA in order to strengthen the public interest objectives and trust in the accountancy 

profession. 

We believe the Board should consider accelerating the project proposal for materiality. We believe the new application material to explain 

materiality in relation to provisions addressing non-assurance services delivered to audit clients is extremely beneficial to help 

Professional Accountants (PAs) assess threats created by performing certain non-assurance services.  

However, materiality is a prevalent concept in the Code referenced in the financial interests and business relationships sections of the 

Code. As materiality is a subjective concept, we believe PAs in public practice and in business would greatly benefit from additional 

“materiality” guidance that improves clarity and covers both quantitative and qualitative factors, to aid PAs when assessing the risks 

created by financial interests, business relationships and breaches of the Code. Accordingly, we recommend the Board consider 

accelerating its Q1 2021 start for this project. 

We also believe the timing of issuing guidance for trends and developments in technology and innovation and emerging or newer models 

of service delivery should also be accelerated given the rate of growth in these services areas and the lack of guidance that is presently 

available in the Code. 
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13.  ICAEW Definition of PIE and listed entity – we believe this project should be regarded as high priority: certainly not an item for ignoring until 

2021. Taking a more principles based approach to the concept of PIE would not require a significant rewrite of the Code. It would 

also immediately remove a tension between the Code and national codes and regulations, which are often in a be tter position to be 

specific as to PIEs in a local context, both in including additional categories, but also excluding certain types of listed entity. The 

IESBA code deals presently only with the former. 

Communications and documentation – we note these are regarded as low priority items – we would regard them as no-priority 

items. They are adequately dealt with in the Code already. 

14.  ICAI We think that while the general road map prepared by SWP is fine, the area of Tax planning and related services may need to be taken 

on priority, given the strong hold of professional accountants in rendering Tax related advice, and substantial dependence of Tax 

compliance by the entities on such advice, and further dependence of Governments on the revenue generated from the same. 

15.  ICAJ We agree that the proposed SWP is very ambitious, as focusing on too many initiatives may take away from the success of the key ones.   

We believe that the study of the Trends and Developments in Technology should be accelerated as this space is rapidly changing and 

there is the risk that any implications for the Code may not be addressed in a timely manner based on the scheduled timing of the fact 

finding report.  In addition, the study of the Emerging or Newer Models of Service Delivery should be accelerated given that PA’s are 

already engaging in these new models of service delivery which may not be sufficiently addressed by the Code. 

Possible actions for deferral, given the ambitious agenda, are the review of the provisions in the Code dealing with Communication with 

TCWG as well as Documentation provisions as these are not thought to be pressing issues with stakeholders.  The NOCLAR and Long 

Association post-implementation reviews could also be deferred to allow for more focus on the initiatives that respond to emerging risks 

for the profession. 

16.  ICAN While other work streams can be followed, in line with the milestones projected, we are of the belief that Fee Related matters should be 

given accelerated consideration. The provided milestone shows that the working group report and recommendations will be ready over a 

five year-period. We recommend that the report and recommendations should be ready within a three year-period.  

It is our view that Fee related matters are foundational to ethics and matters arising there from, for Professional Accountants whether in 

public practice or in business. There should, therefore be a faster clarification on how ethics concerning fee related matters should be 

practised by professional accountants. 
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17.  ICAS We are generally comfortable with the SWP proposed, however, as highlighted above there appears merit in bringing forward the start 

date of the proposed work on the definitions of PIE and Listed Entities. We also acknowledge that due to circumstances there may need 

to be some flexibility in relation to the proposed start and completion dates of projects. 

18.  IDW The IDW could suggest the IESBA to look at: 

 What is the public interest (it seems tenuous and subjective, so it is all too easy to claim “public interest” without having to test a 

proposal against robust criteria)? 

 How the cost benefit argument is met (often the IESBA states a belief in this context but there are no hard facts behind this)? 

 What distinguishes the various parts of the audit and accountancy services market and how do these impact ethics (many board 

members are regulators or from larger firm backgrounds, so it is not evident that they will have a full understanding of the SMP 

environment and whether there are differences)? 

 Providing a better understanding to stakeholders about the commonalities (e.g., the fundamental principles, including conflicts of 

interest) and differences between the various activities that professional accountants undertake and what makes assurance 

engagements special so that special ethical and other requirements (e.g., independence, professional skepticism) are warranted, and 

why these may not be appropriate for other activities.  

19.  IRBA We believe that the IESBA should give due consideration to the timing of the projects when finalising the proposed SWP. This includes 

the capacity of the Board, staff and the capacity at the jurisdictional level in keeping up with these changes. 

The Revisions and Restructure of the Code is an all-encompassing project, and time is needed at a jurisdictional level for proposed 

awareness raising and implementation support. Further amendments to the Code in the short term would be disruptive, inefficient and a 

distraction from real change. 

We welcome a carefully considered and coordinated consultative process on projects. Large projects that start with a survey usually yield 

better results as that allows for the conversations to be initiated at the jurisdictional level. This may also ease the pressure on the Board, 

Working Groups and respondents as the conversation matures. 

While we have not suggested that a project be left off the agenda, the projects proposed have various levels of work effort. We would 

encourage the IESBA to consider combining a few small projects into one cumulative project, e.g. the Definition of PIE and Materiality 

Project. 
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20.  ISCA We generally agree with IESBA’s proposed SWP with respect to the possible milestones and deliverables for various projects and 

initiatives.  

However, we note that the new work stream on definition of Public Interest Entity (“PIE”) and Listed Entity project is expected to 

commence in Q2 2021 with the expected completion date of Q1 2023. In line with our recommendation under Question 1 for IESBA to 

prioritise the development of a ‘public interest’ framework for the accountancy profession, we recommend that the definition of PIE project 

be given due priority and escalated to an earlier commencement date.        

We believe that the definitions of PIE would have far-reaching implications, given the interplay between ethical requirements and public 

interest. The auditor of an entity defined as a PIE would be subjected to more stringent requirements of the Code. As shared in the CP, 

other stakeholders, particularly the small and medium practices (“SMP”) community have expressed concern that the independence 

requirement in the Code are increasingly disproportionate in those circumstances where audit and review services are provided to small 

entities that fall within the PIE definition.  

Initial coin offerings and crowdfunding are new channels whereby companies may raise funds from the public. In view of such new 

channels of fund raising, consideration may be given as to whether the definition of listed entity needs to be revised to extend beyond the 

current definition of companies whose shares are listed (quoted) on a stock exchange for public trading.  

As such, we would like to recommend for IESBA to consider if the work stream on the definitions of PIE and Listed Entity could be brought 

forward to the earlier stages of the 2019 – 2023 timeframe. 

21.  JICPA We did not identify any specific work streams that should be accelerated or deferred. 

We do not particularly oppose the proposed priorities of work streams and we believe the schedule is a realistic one with IESBA’s 

capacity taken into account. 

22.  KPMG We believe that Trends and Developments in Technology and Emerging or Newer Models of Service Delivery should be prioritised, and 

agree with the Board’s decision to have moved forward in Q1 2018 with a working group related to technological trends.  We also 

consider the Definitions of Public Interest Entity and Listed Entity project to be a higher priority and would support acceleration from the 

proposed Q2 2021 timing. 

We consider the projects related to Materiality and Documentation to be lower priority and present the potential for deferment, given the 

established body of guidance for these topics. 

We further suggest, given the expectation that the NAS and Fee-related matters projects will include consideration of disclosures to those 
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charged with governance (TCWG), that these pre-commitment projects would likely reduce the urgency for a separate project on the topic 

of Communication with TCWG. 

In light of the proposed commencement date of the long association (LA) post-implementation review preceding the end date of the 

transitional provision for the effective date of the LA provisions, we recommend that the rate of adoption of, and compliance with, the LA 

provisions be covered by the IFAC Member Compliance Program, using a similar timeline as that proposed in the SWP. Any progress, 

challenges and insights could serve as inputs for a future project on post-implementation of the LA provision.   

23.  MICPA The Institute does not have any objection to the proposed strategy and work plan. However, given that the Code is equally applicable to 

both PAPPs and PAIBs, there should be a balance as it would appear that the priorities are skewed towards areas affecting the PAPPs 

with less emphasis on those impacting the PAIBs. 

24.  NASBA We are concerned that certain high priority projects (i.e., trends in technology) may not be performed timely due to other initiatives 

requiring IESBA resources (i.e., tax planning, firm business models). We appreciate that the complexities of some initiatives require 

significant fact-finding prior to taking other actions (for example, standard-setting or developing guidance). Nevertheless, we would like to 

see IESBA develop more agile, responsive processes that would allow it to address potential issues more expeditiously. 

Given the speed of technological developments, we believe a high priority should be placed on determining whether the Code adequately 

addresses technologies such as cryptocurrency, cloud computing, blockchain and artificial intelligence. 

NASBA does not believe that gaining an in-depth understanding of the firms’ business models would be the best use of the IESBA’s 

resources, considering other proposed agenda items for 2019-2023. New service delivery models are in constant flux; the Code’s 

fundamental principles and the Conceptual Framework should guide professional accountants in addressing new ways of servicing 

clients. To the extent new models are technology-driven (as acknowledged in the paper), we suggest the IESBA address those matters in 

the context of the emerging technologies initiative. 

25.  PwC As noted above we suggest that the work on materiality is not a priority and should not be included in the SWP.   

The Board anticipates that projects may take 3-4 years.  We are concerned at the long lead times for many of the projects and observe 

that this is a criticism that led in part to the Monitoring Group proposals. While we acknowledge that due process has to be followed, we 

feel that efforts should be made, in general, to bring forward time-lines and for the Board to be more ambitious in its planning. 

For example, to indicate that the work on communications with TGWC cannot be completed until 2025, 6 years away, is in our view far 

too long.  There are clear overlaps here with the work stream on NAS (and perhaps fees) and we recommend that these subject matters 
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be aligned and dealt with in tandem so that this work can also be completed by 2021.  This would be more responsive to the interest of 

stakeholders.   

26.  RSM We note that the proposed SWP is ambitious and continue to support the Board’s efforts.  

 We recognize the importance of the commencement of work on Trends and Developments in Technology given the current global 

focus on technologies. However, we question the current expected completion date of 2022 because what is considered as an 

emerging technology today will be old in four years. Therefore we believe that it is critical that the Code addresses this issue as an 

urgent priority.  On the other hand, the commencement of work on Newer Models of Service Delivery could be made a lower priority 

as we believe that this may not be a real business issue and is also being dealt with in conjunction with the IAASB projects on Quality 

Control.  

 We believe that the Code should provide requirements and guidance directed to defining the “public interest” and defining specific 

types of entities meeting the IESBA definition of a PIE as this would assist professional accountants in applying the Code more 

consistently. However, we have some concerns that this project will not start until the second quarter of 2021 and thus should be 

placed as a higher priority on the IESBA Work Plan.   

27.  SAICA SAICA proposes that the completion of the E-Code be accelerated as that would enhance the use of the Code, specifically with the 

publication of the revised and restructured Code. 

28.  SMPC In the response to the IESBA’s Strategy Survey last year, the SMPC identified the importance of the project on “Definitions and 

descriptions of terms”, which we ranked as the number two priority out of a list of six. From the perspective of the SMPC, this exercise 

should be undertaken before new initiatives or subject specific work is to be considered in the future. This is because certain changes in 

the restructured Code revealed that the IESBA’s decisions have an increasing impact on the work of other standard setters, especially the 

IAASB. Hence, it is important for the two SSBs to align their respective terminology where appropriate to avoid a situation of confusion. 

The IESBA, in the Strategy Survey paper has already identified a number of terms and definitions that may not be in alignment and such 

situation should be addressed to foster consistent application. 

We do not consider the project dealing with “Communication with TCWG” as a major priority in the next five years. Adequate guidance is 

already available under the IAASB for most practitioners.  

Under the third strategic theme, the IESBA’s vision is to have a globally recognized and accepted Code that best serves the interest of the 

public. And yet, the lack of a clear definition and common understanding of public interest remains an issue as the interpretation of acting 

http://www.ifac.org/publications-resources/smp-committee-response-iesba-strategy-survey
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in the public interest can be highly subjective. 

In addition, the degree of public interest in the work performed by the profession is not uniform. While there is a widespread recognition of 

the collective contribution of SMEs to the global economy, and hence, the sector’s high level of public interest, the public interest inherent 

in any small practitioner’s client base will typically be much less than that of a large listed company – in theory. The disparity will be even 

more pronounced when comparing from jurisdiction to another jurisdiction. Hence, when responding to the IESBA’s previous strategy 

work plan in 2013, the Committee had urged the IESBA to prioritize a project that can provide guidance on the meaning of public interest 

in the context of a global Code. It is timely for the Board to acknowledge such a difference and be prepared to deal with this within the 

Code, going forward. The Board should note that the audits of SMEs and owner managed entities are very different to those of larger 

organizations. In addition, there are many SMPs that provide services that are not necessarily audit and assurance-centric. The Board 

should acknowledge that the regulators focus is often not on this aspect of the profession’s work and there may be need for a specific 

project to inform these differences and the connotations for the Code in the future. 

Following this line of thought, the Board may want to consider bringing forward the project of defining “public interest” in a global context, 

while recognizing that the post implementation review of the restructured Code is equally paramount. Such a review, at the very least, 

would be able to inform the IESBA about any practical difficulties experienced in applying the provisions under the restructured Code, 

whether unintended consequences have resulted from any specific provisions and also, if specific aspects of the Code are as effective as 

IESBA had intended. 

29.  UKFRC With regard to ‘materiality’ and also the definitions of PIEs and listed entities, the IESBA has indicated that project proposals will not be 

developed until 2021, with final pronouncements in 2023. The issues related to these projects are pervasive to the Restructured Code and 

it is important to address them to enable the Restructured Code to be applied and enforced on a consistent basis. Further, the IESBA has 

stated that "separately, as part of its NAS pre-commitment, the IESBA will consider whether materiality should be a consideration in 

addressing the question of whether the Code should permit firms to provide NAS to audit clients from an independence perspective." 

However, the NAS project is planned to be completed in Q3 of 2021, before the materiality project is undertaken. We strongly encourage 

the IESBA to seek ways to address materiality, and the definitions of PIEs and listed entities, on a more timely basis. 

 Materiality 

Materiality is a well understood concept in the contexts of preparing financial statements and auditing, but it is less clear how should be 

taken account of in relation to ethics where qualitative considerations may be particularly important. 

For the contexts of preparing financial statements and auditing it is generally recognised that a matter is material if it could reasonably be 
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expected to influence the economic decisions of the users of the financial statements. In the broader context of ethics, we consider that 

materiality should be judged with regard to the ‘third party test’ - whether an objective, reasonable and informed third party would consider 

a matter to be material. The third-party test should reflect the anticipated views of the public in whose interests the professional 

accountant has a responsibility to act, assuming that they are informed about the circumstances (e.g. about the nature of the threats and 

the nature of any safeguards) and on the assumption that they would be reasonable (i.e. rational, fair and moderate rather than extreme) 

in forming those views. Being “informed” should be considered in the general sense rather than suggesting a need for specific knowledge 

and experience. 

When applying the third-party test, it is important to recognise that qualitative consideration may lead to something quite small in size 

being regarded as material and, in some cases, the appropriate response may be that the professional accountant should not be involved 

at all in the activity that gives rise to the ethical issue. 

 PIEs and listed entities 

We believe the IESBA definitions of “public interest entity” (PIE) and listed entity should be revised and clarified as a priority. However, we 

recognise that it may be difficult to find a common definition of a PIE that is agreed in all jurisdictions. 

The current definition of a PIE establishes only “listed entities” as a common element. This can lead to significant variation across 

jurisdictions as a result of (1) inconsistency in other types of entity, if any, that are designated as PIEs; and (2) inconsistency in the 

interpretation of “listed entity”. 

As the IESBA recognises, some jurisdictions, including our own, understand “recognised markets” to be broader than “regulated markets”. 

This can create issues when national laws and regulations may be specific to “regulated markets” (e.g. as a result of EU legislation). For 

example, in the UK, the Alternative Investment Market (AIM) is considered to be a “recognised market” but it is not a “regulated market” in 

UK or EU law. Markets that are ‘recognised’ but not classed as ‘regulated’ are generally intended to be subject to ‘lighter touch’ regulation. 

Including all entities listed on "recognised markets" has led to some stakeholders suggesting that it is disproportionate to subject them to 

all the requirements applicable to all PIEs. 

Proportionality, however, is also an important consideration for entities listed on regulated markets. For smaller listed entities there may 

be less ‘public interest’ concern that they be subject to the same level of requirements as the largest listed entities. In our Ethical Standard 

we have exempted ‘SME listed entities’ from a limited number of the more stringent requirements applicable to listed entities. Our 

definition of a ‘SME listed entity’ is based on that for the purposes of the EU Markets in Financial Instruments Directive (MiFID), the 

criteria for which include an average market capitalization of less than Euros 200m. Proportionality will also need to be considered if other 
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classes of entity are designated as PIEs. 

Further, some entities are ‘listed’ on recognised exchanges but their shares, stock or debt are not in substance freely transferable or 

cannot be traded freely by the public or the entity. We believe that such entities should not be classed as “listed entities” for the purpose 

of ethical and auditing standards. 

 Project for documentation. 

If the IESBA would struggle to address the projects it has prioritised and those we have suggested adding, we suggest that, in addition to 

considering obtaining more resources, the project on documentation could be deferred if necessary. We observe there are many 

instances in the Restructured Code where the professional accountant is “encouraged” rather than required to document matters. This is 

unhelpful as expectations are not made clear. If there are circumstances where IESBA believes documentation should be produced it 

should establish a requirement to that effect. If documentation is not essential but could be helpful, the IESBA could better present that 

and explain why such documentation could be helpful. We believe this could be addressed relatively quickly without a major project. 

30.  WPK The work stream “Trends and developments in technology” should be accelerated. As explained in our general remarks above, these 

developments are taking place already now. Accelerating this work stream might also underpin IESBA´s leadership in addressing current 

issues. 

The three topics “Materiality”, “Those charged with governance” and “Documentation” should not be pursued by IESBA. We refer to our 

remarks under question 2. 

31.  XRB The NZAuASB considers the documentation work stream to be a priority that should be accelerated. Often the only evidence of the 

practitioner’s consideration of an ethical matter is its documentation. Areas that may benefit from further discussion are documentation of 

the assurance practitioner’s consideration of threats to independence, including the application of professional judgement and ethical 

conflict resolution. From a regulator perspective, inadequate documentation on how independence is considered and met is a key issue.  

The NZAuASB is aware that some jurisdictions have encountered challenges in implementing non-compliance with laws and regulations 

(NOCLAR) provisions, in particular where confidentiality is required by law, and/or where there are ineffective protections for those who 

report NOCLAR. In light of these challenges, the NZAuASB recommends the post implementation review of the provisions addressing 

NOCLAR be accelerated. 

In smaller jurisdictions like New Zealand where the definition of a public interest entity is broad and captures many unlisted entities, the 

NZAuASB is conscious that the new auditor rotation provisions may create supply pressures. An unintended consequence of those 
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supply pressures may be that less experienced partners undertake engagements without the relevant industry knowledge or expertise, 

thereby reducing audit quality. Accordingly, the NZAuASB encourages the IESBA to undertake the post implementation review of the long 

association provisions on a timely basis, before the end of the transition period, and allowing sufficient time to gather empirical evidence 

as to the impact of the provisions on audit quality. 

 

  



IESBA SWP 2019-2023 CP – Compilation of Responses to Specific Questions 

IESBA Meeting (September 2018) 

 

Supplement B to Agenda Item 5 

Page 57 of 66 

Question 4 

Do you have comments on any other matters addressed in this consultation paper or any significant matters not 
covered in this consultation paper that you believe the IESBA should address? 

 

# Source Comment 

1.  AAT AAT believes that it is generally important for IESBA to be seen as a bold and progressive voice speaking for the public 

interest, and not solely in the narrow interest of the profession. 

2.  ACCA Paragraph 6 of the consultation paper states ‘Some outputs may result in changes to the Code’.5 Although it goes on to 

mention other outputs, such as IESBA Staff publications, we are concerned by the number of points throughout the 

proposed SWP where incremental additions and amendments to the Code itself appear likely to arise. For example: 

 paragraph 12 states that ‘new questions or issues may arise in the fluid, dynamic external environment that might 

reveal potential gaps in the Code or areas in need of further strengthening’6 

 paragraph 42 (second bullet point) asks whether there would be ‘a need to reconsider the concept of independence of 

mind and the fundamental principles of integrity, objectivity and professional behavior’ in the context of technological 

advances.7 

IESBA should avoid minor or frequent changes to the Code, unless there is some compelling reason for them. Generally, 

such changes serve to undermine the robustness of the conceptual framework. 

3.  AE The Paper mentions the importance of taking into account the particular perspectives of the SMP and SME consistency 

when setting standards.  

Besides liaison with the IFAC SMP Committee, the IESBA’s intention in this regard is little evident. Recent initiatives e.g. the 

Briefing Note prepared for the three Global Roundtables on Non-Assurance Services even state a particular focus on audit 

clients that are public interest entities. The circumstances prevalent in SME/SMP constituency deserves equally a balanced 

consideration. 

                                                           
5  Proposed strategy and work plan 2019-2023, page 6 

6  Proposed strategy and work plan 2019-2023, page 7 

7  Proposed strategy and work plan 2019-2023, page 16 
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We consider it vital for the IESBA to obtain views that are relevant for the global audit markets on its proposed Strategy and 

Work Plan from a broader base of the profession, including SMPs. Therefore, the Board should avoid falling into the trap of 

favouring perspectives which are relevant only to the PIE audit market. 

We consider the Board’s Strategy and Work Plan very ambitious. Planning for a longer timeframe, in line with the strategic 

criteria set-out by the Board is vital in order to ensure the finalisation of the Board’s commitments. In the context of the 

current reassessment of the global structure of the standard-setting model, we consider that the Board should leave room 

for additional cushion-time in its Work Plan to address urgent matters that might come up during the strategy period.  

We are confident that the IESBA will be transparent in analysing the comments received from its stakeholders in this 

public consultation. We expect the Board to adopt a transparent process for analysing the responses received from 

stakeholders and for the conclusions drawn following this public consultation. 

4.  AICPA We believe that it is important that the Board conduct research to determine effectiveness or unintended impacts of 

standards as well as research that supports the Board’s conclusions. 

5.  APESB The IESBA Code is principles-based and has been developed to be applied to a range of services, but the majority of 

the content is focused on audits, reviews, and other assurance engagements. APESB believes it would be beneficial for 

the IESBA to consider developing specific professional pronouncements for non-assurance services, especially as firms 

are now deriving a significant portion of their revenue from the delivery of these services compared to audit services.8 

When you consider the range of professional activities undertaken by professional accountants in public practice and in 

business, there is a wide range of specialised services (e.g., valuation services, insolvency, forensic accounting, tax 

services, etc.) that are not specifically addressed in the IESBA Code. 

In Australia, APESB has developed pronouncements to address this gap in the IESBA Code. The pronouncements issued 

to cover a range of services such as valuation, taxation, forensic accounting, financial planning, and insolvency. For your 

reference, these pronouncements are available on our website. 

6.  CAANZ The Code has been through significant change, this change requires users of the Code to invest heavily in translation, 

training and other roll out activities.  It is important for users of the Code to have a period of stability to allow for a “settling 

                                                           
8  It was reported in the Australian media in early February 2018 that the Big 4 firms are growing their non-assurance and consulting services and as a consequence audit as part of 

the total firm’s revenue is shrinking and is around 15-20% of total revenue. Firms are also expanding into new service offerings such as legal and technological services. 

http://www.apesb.org.au/page.php?id=3
http://www.afr.com/business/accounting/deloitte-ceo-cindy-hook-looks-way-beyond-audit-20180204-h0tb3g
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in” period for the revised Code. 

At paragraph 29 of the SWP you refer to recognising the importance of evidence based standard setting.  We strongly 

encourage IESBA to obtain and use appropriate research and evidence as a basis upon which to make decisions regarding 

the Code and the IESBA work programs. 

At paragraph 34 you describe the outreach and communication with stakeholders.  We encourage IESBA to direct 

resources to these activities as they are important to encouraging consistent application of the Code.  The supporting 

communication material you refer to in the last point (podcasts, video Q&As, fact sheets, At-a-glance documents and Q&A 

publications) is highly valuable to associations such as CA ANZ as they assist us understand IESBA’s intent and encourage 

globally consistent application. 

7.  CPA Canada We were pleased to note that work stream recommendations or outputs will not necessarily result in changes to the 

requirements of the Code and may appropriately result in other deliverables including IESBA Staff publications. As indicated 

in our response to the 2017 Survey, we believe that a “longer shelf life” Code is desirable and it would likely enhance 

adoptability and usability. Managing the pace of change to the requirements of the Code may enable more effective 

implementation, increased compliance and improved enforceability through stability.  

When considering the new work stream regarding communication with those charged with governance, the importance of 

engaging stakeholders was noted. The recent roundtable held in Washington to consider Professional Skepticism and Non-

Assurance Services was a very useful demonstration of how to engage diverse stakeholders and encourage increased 

awareness and understanding of varying perspectives. Although this requires an investment of resources and effort, we 

believe this format would bode well for working on a topic such as communication with those charged with governance. 

8.  Crowe We are surprised that the paper, unlike IAASB’s strategy paper, does not refer to the Monitoring Group consultation. IESBA 

should be considering in its strategy the possibility that standard setting arrangements may change, and be open to change 

whatever the outcome of the process. 

9.  DTT We would urge the Board to direct a significant amount of its activities at seeking an understanding of the impacts of the 

long association provisions and planning for what its response will be if jurisdictions have not responded in a way the Board 

expects by the sunsetting of the jurisdictional provisions in 2023. The Board should also be considering how it will 

demonstrate improvements in audit quality resulting from the new provisions, or conversely identify if audit quality has been 
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adversely affected, before determining what its response will be.  

Overall, we continue to urge the Board to adhere to its objectives and make evidence-based decisions about new 

workstreams or topics of focus where there is a real problem to solve or a need to make real and impactful improvements. 

As noted above, we support the Board focusing on developing more implementation guidance and education materials and 

considering any future standard setting changes only once the Board has undertaken appropriate post-implementation 

reviews. 

10.  ICAEW We note the ongoing work on the IESBA e-code. This could be of great benefit to member bodies – at least those who 

write their codes in English. However, to be of such benefit, it needs to be recognised that the Code would appear as 

part of the member bodies’ own codes (with due accreditation). It would thus need to be freely available (including not 

needing to sign in to the IFAC website, as this is somewhat disruptive and irritat ing to all) and capable of including 

adaptations. Even with a drive towards global adoption, many member bodies need additional requirements or 

variations to cope with local circumstances. 

11.  ICAS Transparency on Code Adoption 

We welcome that IESBA recognises in the paper that it is key that it seeks to promote the adoption of the Code and that it 

also seeks discussions in this regard with national and international regulatory bodies. 

We believe that it would be helpful in this regard, for there to be greater transparency on the state of adoption of the Code 

around the globe (Adoption Dashboard). This could be done via a map of the globe on the IFAC website illustrating the 

stage of implementation of the Code. This might serve as a catalyst for promoting greater adoption of the Code around the 

world. Such an approach might be particularly useful as we move from the extant Code to introducing the Restructured 

Code in June 2019. It would serve as a clear illustration of how successful the project has been.  

Engagement 

We welcome that:  

“IESBA will also continue to prioritize close engagement with its National Standard Setters (NSS) liaison group and seek 

opportunities for cooperation or collaboration on topics or initiatives of mutual interest. More broadly, the IESBA will pursue 

proactive engagement and closer working relationships with other stakeholder groups, including regulators and audit 

oversight bodies, investors and those charged with governance, firms and IFAC member bodies.” 
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We very much believe this is a key role for IESBA and welcome that efforts will be made to engage with the investment 

community as they are undoubtedly a key stakeholder.  

Conflicts of Interest 

This is an area that has received considerable attention in recent media coverage in certain parts of the globe. Whilst much 

of this relates to situations where audit firms are providing other non-audit services to such clients, some of the scenarios 

relate to the provision of services by professional accountancy firms where they are not the auditor. We therefore suggest 

that this is an area that IESBA monitors closely. 

12.  IDW We refer to our suggestion that the IESBA initiate a project to look at the various segments of the audit and other 

professional services markets and related implication for professional ethics to inform its work going forward. We see no 

merit in the IESBA taking on further projects as the need to step back and undertake post-implementation reviews of most 

recent changes is more pressing at present. We also reiterate the view that IESBA needs to consider at a long-term 

strategic level, where the Code ought to be in the very long run. 

13.  IRBA While the monitoring group proposal has not been integrated into the proposed strategy, consideration should be given to 

the approach the IESBA will take at a project level if there was a change at the Board level. 

We encourage the IESBA to decisively deal with the culture of firm secrecy and the role that transparency plays in 

embedding an ethical culture. The transparency of audit firms lags behind the transparency of other role players in the 

financial reporting value chain. Firms play systemically important roles in the economy, in serving their clients, their 

dependence as a source of employment and as an intellectual resource to the economy. While firms continue to grow in all 

directions, the need to better understand their functioning, governance, goals, risks and achievements also grows. Firms 

have generally not been responsive to this need, and a few economies have needed a legislative directive to start being 

more transparent. The IESBA is best placed to recognise the seriousness of this issue, assimilate stakeholder needs and 

respond globally. This is not a parochial issue. It speaks to the relevance of the profession, and the IESBA should be 

responsive to this need. 

The IESBA may also consider looking at gaining a better understanding of audit, accounting and governance failures, firm 

structures and multidisciplinary firms. The corollary of discussions about auditor independence is the uncomfortable 

relationship of audit services sitting alongside other non-statutory services in the same firm. There are significant tensions 

that emerge in choices between clients, services and fees, and the potential for decision making by firms and their 
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personnel that are not in the public interest. 

14.  ISCA In our view, the proposed SWP is robust and has sufficiently addressed most of the significant matters. The proposal shows 

IESBA’s consideration of feedback on timeliness and relevance whilst balancing multi-stakeholder consultation process so 

that ethics standards are developed in the public interest. 

IESBA’s focus on trends and developments in digital technologies is the right approach. However, there should be more 

clarity that such trends and developments cover both professional accountants in public practice and professional 

accountants in business as technology disruption creates ethical dilemmas for both groups. 

15.  JICPA We believe it is important to set evidence-based standards (i.e. set standards based on appropriate research and evidence 

concerning issues to be addressed) when developing the Code. In addition, it is important to consider the cost and benefit, 

fully analyze the burden of changing the Code and merits brought to the public interest, set well-balanced standards, and 

disclose the details and results of these analyses in future exposure drafts and basis for conclusions.  

Further, we believe the principle-based standards will better facilitate the adoption of the Code by taking into sufficient 

consideration the legal systems, cultures, and practices that differ by each country in the IESBA’s discussions including 

those in the task force.  

Also, translation needs in non-English speaking jurisdictions should be taken into account when developing the Code. We 

believe the IESBA should avoid lengthy sentences and use concise and easily understanding wording. 

16.  KPMG We emphasise our support for the Board to pursue cooperation opportunities with a wider range of stakeholders, in 

particular regulators, to further the global adoption of the Code. Projects to further consistency, such as the Definitions of 

Public Interest Entity and Listed Entity, are considered key to this pursuit. 

In considering the proposed actions for the Trends and Developments in Technology work stream, we note the focus to be 

on the Professional Accountant in Public Practice.  We believe the project should include activities related to understanding 

how these trends impact the Professional Accountant in Business (PAIB) as well. The need for the PAIB to adhere to the 

Code and incorporate ethics into both the strategic direction of their organisation and daily operation of their work is critical 

in this rapidly evolving technological age. 

Lastly, we agree with the Board’s approach to the Tax Planning and Related Services project and the timeline for carrying 

out the associated fact finding. “Aggressive” tax planning is certainly a public issue – more so in some countries than others 
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– but, as noted in the SWP, there are complexities due to the numerous different legal frameworks. We would add that 

different cultures also have varying perspectives. We also believe it would be useful as part of the project to initially have 

good understanding of the various drivers behind companies undertaking tax planning strategies. We agree with the 

suggestion in the SWP that guidance for tax planning and related services is best dealt with at the “principles level”. 

17.  MICPA The gap between public’s expectation of the ethics to be adopted by professional accountants’ and the code of ethics 

professional accountants abide by appears not to have narrowed over time.  

In this regard, the Institute has the following suggestions/comments: 

1. The IESBA, together with IAASB and IAESB, should as a priority continue to have more engagements with stakeholders 

to ensure that the purpose and mission of the IESBA are fully understood and appreciated. 

2. The Code should be given more emphasis in the curriculum of accounting and auditing degrees to embed the 

importance of having a firm foundation of ethics on par with technical excellence. 

3. As mentioned, the Code presently appears to govern PAPPs more than PAIBs. As indicated, there needs to be a 

balance as more and more regulations for those in public practice may enforce the perception that being in public 

practice is no longer attractive which could result in undesired consequences.   

4. There have been cases where it might be permissible under the Code for professional accountants to undertake certain 

assignments but in the eyes of the public, as unethical bordering on mercenary. The Code should consider including 

guidance for such situations. 

18.  RSM  We generally support the on-going Professional Skepticism work and believe that this project should be on the IESBA 

work plan. However, we believe that the effort should be concentrated on explaining how the application of professional 

skepticism by professional accountants in public practice is different from, and elevated above, that applied by 

professional accountants in business (PAIBs) rather than focussing too heavily on the application of professional 

skepticism to PAIBs. We also believe that the IESBA should work very closely with the IAASB on this project so that the 

ISAs and the Code closely aligned on this topic.   

 The project, Consistency of Part 4B of the restructured Code with ISAE 3000, should be more closely coordinated with 

the IAASB. 

 The IASB, IAASB and many NSSs have, or had, projects on Materiality. However, it seems that these projects have not 
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produced any significant guidance beyond that which already exists. Thus, we are not convinced about the need for the 

IESBA to devote time to this project given that other professional standard-setting bodies have not been able to develop 

more meaningful guidance than that which exists today.  

 Finally, we encourage the global standard-setting bodies such as the IESBA, IAASB and IAESB to work together on 

their strategies and work plans to ensure consistency among and between the respective standards. 

19.  SAICA Communication on the Code and the application of the Code to professional accountants in business should be enhanced. 

Professional accountants in business are not always aware of the Code’s application to them and they are a large 

constituency that can and should be engaged with. 

20.  SMPC One of the major projects under ‘Deepening and Expanding the Code’s Influence’ is to further clarify the concept of “public 

interest entity” with that of “listed entity”. Setting a minimum global definition or describing characteristics of particular public 

interest other than listed entities may not be an easy task. The definition of a PIE varies from country to country - an entity 

may be a PIE because of the nature of its operations, its size, or the number of its employees and the range of sectors 

captured in different definitions can also be very wide. Hence, the circumstances and treatment of many entities labelled as 

PIEs may differ considerably from one region to another. Here is a great example where we believe there will be 

tremendous value in having IESBA working together with IAASB to explore if the definitions of the two terms should be 

revised and understanding the potential implications, including any unintended consequences prior to arriving at whether a 

single global solution is likely to be more appropriate. 

We recognize the importance of the topic on aggressive tax planning and other related services in light of the recent public 

attention and that these have become a significant focus of governments around the world. As tax compliance and planning 

continues to be a substantial service line for many SMPs, we believe that the scope and approach of any initiative in this 

area would need careful consideration. Given the different stances from country to country concerning the role of tax 

legislation vs. moral position, tax legislation needs to address the issue holistically, as ultimate responsibility lies with the 

relevant jurisdictional court. The Board should be reminded that subjectivity such as “moral behavior” may not have a place 

in an international Code.  

We believe that cooperation with the IAASB should take place when exploring the issue of materiality. There should be a 

thorough consideration of what materiality as well as significance mean, so that a principles-based rather than a context-

driven solution can be developed for the IESBA Code. Such a cooperative project could also address the issue of matters 

falling below materiality thresholds, so as to distinguish clearly trivial/ inconsequential matters from others in terms of the 
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significance of any impact on an individual professional accountant’s ethical behavior. On another spectrum, the issue of 

materiality should also be considered in that, whilst matters may be immaterial when seen individually, they are potentially 

relevant when viewed cumulatively when a certain threshold may be breached. So far the IESBA has not appeared to have 

explore this aspect in a more holistic manner. 

With regards to the NAS project, the impact of specific measures designed to be applicable to PIEs needs to be carefully 

considered due to the potential trickle-down effect on the SMPs and SMEs. Often the larger non-PIEs may perceive such 

measures as best practice and voluntarily seek to adopt them in dealing with their auditors. But, over time this trickle-down 

effect may reach increasingly smaller SMEs. In some cases, legislators may start taking up these ideas too. There are, thus, 

significant risks attached to precluding non-audit services in the SME audit market specifically, as well as the wider audit 

market generally. This issue is also related to the debate in some jurisdictions concerning audit-only firms. The Board needs 

to recognize that most SMPs are, by design, multidisciplinary practices. In most of these debates, the issue is perception of 

independence in mind and the whole notion of whose interests are supposed to be protected. A detailed consideration 

based on evidence will be necessary when debating on the issue of public interest and the differences in the operational 

landscape of the various market segments and types of services.  

We recognize it is important for IESBA to continually seek to improve the Code and take into consideration the many 

changes in the global marketplace. However, we also believe that the Board needs to be sensitive to balancing the burden 

arising from the changes to the Code and the likely benefits to the public interest. The SMPC strongly supported the 

intended pause for a minimum of two years in any new changes to the restructured Code once this comes into effect in 

2019. This was mentioned in the Strategy Survey conducted in 2017. However, the current CP does not seem to include 

this commitment. While it is understandable, given the scale and speed of change, an assurance from the Board of such 

period of stability will be tremendously helpful to the SMP community, especially for those non-English speaking 

jurisdictions. Without such commitment, there may be PAOs that may not be incentivized to proceed with the necessary 

translation in a timely manner; thus, delaying the impact that the new Code is supposed to bring to the overall accountancy 

profession.    

Keeping up with new regulations and standards has been consistently ranked as one of the top challenges facing SMPs in 

the Global SMP Surveys conducted by IFAC in the past few years. In some jurisdictions the Code will need to be translated 

(possibly anew), other factors such as updating teaching and CPD material, adapting firm methodologies etc. all demand 

sufficient time if the Code is to be applied in the manner that IESBA had intended. 

In an ever changing environment like today, having a work program that covers a five year period may be considered 
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ambitious. Being agile is the key mantra in most progressive organization nowadays. With a full program (that includes pre-

commitments and intended projects as priorities), it may leave the Board with limited capacity to take on new projects. We 

recognize that the IESBA intends the SWP to be dynamic. However, the Board needs to ensure that there are sufficient 

resources and capacity allocated to both monitoring emerging developments and being able to react to potential issues in a 

timely manner in the public interest. 

21.  UKFRC Promoting global adoption of the Restructured Code and monitoring the extent of adoption of the Code 

As part of these activities we strongly recommend the IESBA to obtain an understanding of why the Code is not adopted in 

some jurisdictions and consider whether there are concerns that can be addressed.  

e-Code 

The IESBA states that it anticipates the e-Code to contain links to bases for conclusions, IESBA Staff publications and other 

relevant material outside the Code that provide contextual information or explain the rationale for particular provisions in the 

Code. We support activities that will aid understanding and application of the Code, but there should be clarity as to the 

status/authority of any linked material. 

22.  WPK We would like to refer to our general remarks above. In particular, we would like to reiterate the necessity for IESBA to focus 

on key areas as described above. There are in our view, currently no other areas IESBA should dedicate efforts to.  

Linked with this requirement of focusing on key areas, we are a bit concerned that the extensive scope of the SWP does not 

allow for sufficient flexibility to adjust to emerging issues or new developments with regard to the Monitoring Group. Hence, 

we would encourage IESBA to reserve and guarantee sufficient capacities to be able to react to new issues in a timely 

manner in order to be capable of fulfilling its envisaged leadership position. 

23.  XRB Given the ambitious work plan, the NZAuASB encourages the IESBA to utilise all resources available, including those of 

national standard setters, where possible. 

The Code has undergone not only a restructure, but also significant revisions in terms of the safeguards, applicability of Part 

C, inducements, long association and NOCLAR provisions. It is critical that the awareness-raising and outreach activities 

focus on the significant revisions to the Code, in addition to its restructure. The NZAuASB is concerned that referring to “the 

restructured Code” negates the significant enhancements to the Code, and encourages a more appealing title. 

 


