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Analysis of Public Interest Responsiveness of 

“Revisions to the Code to Promote the Role and Mindset Expected of 
Professional Accountants”  

September 2020 
 
 
I. Background information on the revisions to the Code to promote the Role and 

Mindset Expected of Professional Accountants 
 
The objective of the revisions to the Code to promote the Role and Mindset 
expected of Professional Accountants (R&M revisions to the Code) is to ensure that 
the Code promotes the role, mindset and behavioral characteristics expected of all 
professional accountants (PAs) when performing their professional activities. 
 
The project started as a response to enhance professional skepticism in the 
standards (a tripartite working group, including IAASB, IESBA and IAESB 
representatives was formed back in 2017). The IESBA then initiated a short-term 
project aimed at enhancing the reference to professional skepticism and 
professional judgment in the application material of the Code of Ethics, finalized 
and embedded in the restructured Code (April 2018).  
 
A second step was to consider whether professional skepticism had to be further 
expanded to all Professional Accountants (both PAPPs and PAIBs). For that purpose, 
the IESBA published a consultation paper (May 2018) and organized global 
roundtables to get input from stakeholders (June-July 2018). The outcome of both 
types of consultations defined the scope of the Role & Mindset project, which was 
approved in September 2018. Due to the resistance from many stakeholders and 
from the IAASB to use the term “professional skepticism” for all Professional 
Accountants, the IESBA decided to rename the project and not to use the 
professional skepticism concept, deemed to be applied only by auditors. 
 
The R&M project introduces the following main changes to the Code of Ethics: 
• new application material for PAs to meet their responsibility to act in the public 

interest; 
• revised text on Fundamental Principles: Integrity (reference to “strength of 

character to act appropriately”), Objectivity (reference to Technology), 
Professional Behavior (reference to responsibility to act in the public interest), 
Professional Competence and Due Care (reference to Technology); 

• requirement to exercise Professional Judgment and having an “inquiring mind” 
(expected of all PA’s) when applying the conceptual framework, while 
“Professional Skepticism” is reserved to auditors; 
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• new application material on Bias, and Organizational culture, as well as section 
for “Firm culture” (with a reference to ISQM 1). 

II. Timeline of R&M: Due Process 
 
The timeline of the due process held for the R&M revisions to the Code is shown in 
the diagram below:  

 
The R&M revisions to the Code were approved by the votes of 16 out of 16 IESBA 
members present at the meeting. No re-exposure was required.  
 
The IESBA established an effective implementation date of December 31, 2021. 
 
 
III. Comments Submitted to the ED 
 
46 respondents submitted their comments to the ED, as depicted in the graphic 
below. 
 
Among the regulators and oversight bodies, one MG member responded to the 
consultation (BCBS), and three IFIAR member (Abu Dhabi Accountability Authority, 
UK FRC and IRBA).  
 

Project Proposal

•September 2018

ED Approval

•June 2019
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Comments
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IESBA approval
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A sample of 121 comment letters was reviewed as part of this analysis. 

 
Overall, respondents supported the revisions in the Exposure Draft (ED). However, 
they expressed concerns or provided suggestions on the following points: 
 
Act in the public interest 
• Suggest clarifying that compliance with the Code does not mean that PA’s 

necessarily discharge their responsibility to act in the public interest in full. 
• Additional awareness needs to be raised, from IESBA or at jurisdictional level. 

The concept of acting in the “public interest” is a critical and foundational 
issue in recognizing the role of PAs. 

• Recommend consideration of how words and concepts in section 100 (e.g. 
“ethical behaviors”, “standard of behavior” and “professional behavior”) are 
used in the Code to ensure consistency, avoid confusion and provide clarity. 

• Concerned on the lack of clarity created by the inclusion of the undefined 
concept of the public interest. 

• It would be useful to clarify in publications such as the Basis for Conclusion 
or case studies the relevance of public interest to PA’s, in particular PAIBs 
being employed by SMEs or PAPPs who audit SMEs. 

 
1 The sample of comment letters reviewed for this analysis includes: Abu Dhabi Accountability 
Authority, Association of Chartered Certified Accountants (ACCA), Basel Committee on Banking 
Supervision, Deloitte Touche Tohmatsu Limited, Federación Argentina de Consejos Profesionales 
de Ciencias Económicas (Argentina), Grant Thornton International Limited, Hong Kong Institute of 
Certified Public Accountants, Independent Regulatory Board for Auditors (IRBA) of South Africa, 
Institute of Chartered Accountants of England and Wales (ICAEW), Institute of Chartered 
Accountants of India, Institute of Chartered Accountants of Nigeria, UK Financial Reporting Council. 
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• There may be circumstances in the professional practice in which the interest 
of the client or employer contrasts with the public interest and that the 
accountant must apply the principles of the Code. 

• Upholding the public interest is the duty of the accountancy profession and a 
PA contributes to that, but a PA cannot solely be responsible for safeguarding 
the public interest on behalf of the profession. 

• Concerned that the proposed requirement for PA’s to act in the public interest 
could be read as implying a separate individual duty – in essence a sixth 
fundamental principle.  
 

Determination to act appropriately 
• Section 111 should be strengthened to require accountants to always act 

appropriately when confronting dilemmas or difficult situations, rather than 
just having the "determination" to act appropriately. 

 
Having an inquiring mind 
• More emphasis should be made on the need for accountants to be satisfied 

with the integrity, relevance and sufficiency of information.  
• There is an overlap between the concepts of Inquiring mind and Professional 

skepticism. This should be clarified in para. A120.5.A5. 
• Auditors may find it difficult to differentiate between an inquiring mind, as per 

the Code, and a questioning mind, as a requirement when exercising 
professional skepticism. Consider including IAASB’s definition of professional 
skepticism in the Code. 

• Concerns on how can PA’s demonstrate that they have complied with the 
requirement of having an “inquiring mind”. 

• The concept of an “inquiring mind” could be interpreted as skepticism in other 
words. 

 
Bias and organizational culture 
• Clarify proposals around organizational culture and “effective application” of 

the IESBA Code (paragraph 120.13.A1). Recommend that the revised Code 
should clearly explain that its requirements apply regardless of the 
organizational culture within which the PA operates. 

• Suggest adding: authority bias, information bias, outcome bias, self-serving 
bias, status quo bias, and story bias. 

• PA’s should not only be "aware of the risk of bias", but should also avoid 
conscious bias and seek to avoid unconscious bias. The list of examples 
should be described as "possible" bias. 

• If list of bias retained, we suggest providing the descriptions of some relevant 
biases without the “labels”. 

• Whistleblowing should be addressed in the application material, in addition 
to the role of leadership. 
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• Consideration should be given to the case where PA’s cannot influence the 
organization's internal culture. 

• Application material should be expanded to direct PA’s to seek to promote an 
appropriate ethical culture within their organization. 

• For audit, review and other assurance firms, replace the reference to ISQM1 
(which may not be adopted in all jurisdictions). 

 
Technology 
• Clarify how PA’s can maintain understanding of technology related 

developments. 
• It would be helpful to include a definition of technology, to understand that it 

includes innovation, artificial intelligence and innovations, data and 
analytics. 

 
Enforceability, SMPs 
• Encourage considering how the actions, characteristics and behaviors of PA’s 

can be clearly and unambiguously evidenced. 
• SMPs may require additional guidance on practicality of the amendments, as 

they are "abstract in nature". 
• It will be difficult to find evidence of the application of an inquiring mind. 
• We encourage IESBA to develop application examples and illustration, 

particularly documentation guidance to guide accountants on how to 
demonstrate their decision making. 

 
Those comments were reflected in the Issues Paper and discussed at the IESBA 
meetings. The Basis for Conclusions describes the comments submitted by 
respondents and the way the IESBA addressed them. The IESBA either accepted 
these comments or provided arguments/its rationale for rejecting them. 
 
 
IV. Public Interest issues raised by the PIOB and Outstanding Items 
 
During the development of the standard, the PIOB raised public interest issues. 
Initially, the PIOB recommended the IESBA to apply professional skepticism to all 
professional accountants. However, given the change of scope and the outcome of 
public consultations, the PIOB adapted its recommendations. 
 
The most up to date list at the time the standard was approved by the IESBA, 
including the way the SSB addressed them, is as follows:  
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ROLE AND MINDSET EXPECTED OF PAs 
PIOB Recommendation Description and IESBA’s Response 
Applicability of a minimum level 
of Professional Skepticism or 
other suitable term 
 
PIOB supports the idea that all 
PA’s should apply a minimum 
level of PS (or other suitable term, 
such as “critical mindset”).  
 
The PIOB encourages the IESBA 
to not weaken the requirements 
regarding responsibility of PAs to 
act in the public interest. 

 
The PIOB welcomed the current proposals in 
the ED, including: applicability of 
professional judgment to all PAs; 
requirement to exercise professional 
judgment “with an inquiring mind”; 
application material on the threat of 
“automation bias” and on the importance of 
firm “culture” with a reference to ISQM1.  
 
Also, in the final text approved, IESBA 
retained the reference to the importance of 
the PAs to “behave in a manner consistent 
with the profession’s responsibility to act in 
the public interest”. 

 
The Basis for Conclusions considers the PIOB’s public interest issues raised and the 
decisions taken by the IESBA to address them. 
 
There are no outstanding public interest issues to be followed up on R&M revisions 
to the Code submitted for PIOB approval.  
 
 
V.  IESBA CAG  
 
The CAG was involved along the process of the R&M revisions to the Code. CAG 
representatives provided their comments and supported the decisions of the IESBA. 
The CAG received reports-back on the disposition of its comments. 
 
In his report to the PIOB, Gaylen Hansen, states that he is comfortable to advise the 
PIOB that, in his opinion, due process relating to the IESBA’s interaction with the 
CAG in the overall process of the R&M revisions to the Code has been followed. 
 
 
VI. Public Interest Responsiveness of the R&M revisions to the Code 
 
The PIOB evaluates and measures the responsiveness of the R&M revisions to the 
Code to the public interest by assuring that due process is effectively followed and 
that the qualitative aspects are achieved by the R&M revisions to the Code. 
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Those elements, identified in the Public Interest Framework (PIF) drafted by the 
PIOB in January 2018, jointly with the elements in the 2020 MG reform document2, 
have been analyzed as shown in the following table. 
 

Qualitative 
Characteristic 

Achieved? Description 

Consistency   Yes The R&M revisions to the Code developed 
into a project responding to emerging issues 
identified by the Professional Skepticism 
Working Group, through discussions with 
IAASB and IAESB representatives, public 
consultation and global roundtables. 
The R&M revisions to the Code are 
consistent with the priorities established in 
the IESBA 2019-2023 Strategy and Work 
Plan. 

Scope Yes The R&M revisions to the Code achieve 
greater clarity on requirements and 
guidance on expected behaviour of all PAs, 
as established in the scope of the project. 

Coherence  
 

Yes The R&M revisions to the Code are related 
to other standards, which have been 
considered, including coordination and 
confirmation with IAASB (e.g. use of term 
Professional skepticism restricted only for 
auditors). 

Scalability (New)3 N/A Not relevant. The R&M revisions to the 
Code are applicable to all PAs. 

Timeliness Yes  The R&M revisions to the Code took less 
than 2 years to complete from project 
approval.  

Relevance (New)3 Yes The R&M revisions to the Code developed 
into a project responding to emerging issues 
identified by the Professional Skepticism 
Working Group, through discussions with 
IAASB and IAESB representatives, public 
consultation and global roundtables. 

Completeness Yes The R&M revisions to the Code reflect 
results of consultation with different 

 
2 MG recommendations Strengthening the International Audit and Ethics Standard-Setting System, 
published July 14, 2020 
3 New qualitative characteristics included in the PIF in the 2020 MG recommendations 
document that were not part of the 2018 PIF drafted by PIOB. 
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Qualitative 
Characteristic 

Achieved? Description 

stakeholders and thorough risk assessment 
to address conflicting views. 

Comprehensiveness Yes The R&M revisions to the Code achieve 
greater clarity on requirements and 
guidance on the expected behaviour of all 
PAs, including their responsibility to act in 
the PI and having an inquiring mind, adding 
more comprehensive guidance on the 
importance of being aware of one’s bias 
and organization culture, and the impact of 
technology on compliance with the Code. 

Clarity and 
Conciseness 

Yes The R&M revisions to the Code achieve 
greater clarity on professional behaviours 
expected from all PAs. 

Implementability, 
consistent 
application and 
globally operable 
(New)3 

Yes The R&M revisions to the Code have 
considered differences that may exist in the 
interpretation of certain terms in different 
jurisdictions/languages/cultures and 
addressed them to ensure consistent 
application of the Code globally. 

Enforceability Yes, subject 
to 

implementat
ion 

The R&M revisions to the Code establish 
clear responsibilities and professional 
behavior expected of all PAs.  
Enforceability can be assessed at a later 
stage, once the R&M revisions to the Code 
are implemented.  

 
 
VII. Conclusions 
 
The PIOB is requested to approve that, in the R&M revisions to the Code, due 
process was effectively followed and with proper regard for the public interest.  
 
According to the analysis conducted, the R&M revisions to the Code followed due 
process: 
  
✓ The R&M revisions to the Code approved by the IESBA is the result of a 

public consultation process and discussions at IESBA, IESBA CAG meetings, 
and interaction with the PIOB.  

✓ Comments raised by respondents to the ED and by the PIOB were reported 
to the Board and to the CAG and documented in the issues papers used 
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during the Board discussions. These papers and the Basis for Conclusions 
explain the rationale of disposition by the IESBA of the comments received. 

✓ The IESBA CAG Chair has favorably reported to the PIOB that due process 
has been followed in the interaction with the CAG in the R&M revisions to 
the Code. 

 
Based on this analysis the staff recommends the PIOB Board to approve the R&M 
revisions to the Code.  
 

 
Documents submitted by the IESBA and IESBA CAG Chair to the PIOB 

 
The IESBA provided the PIOB with the following documents to support the request 
for PIOB approval of the R&M revisions to the Code: 
 

• The R&M revisions to the Code final documents, as approved by the IESBA; 
• The Basis for Conclusion document; 
• A due process sign-off document; 
• The due process checklists; 
• Draft minutes of the IESBA meeting in June 2020 (approval of the R&M 

revisions to the Code) 
 
In addition, the IESBA CAG Chair has provided his written report. 
 
These documents, as well as the key documentation discussed at IESBA and IESBA 
CAG meetings (ED, comment letters, issues papers, minutes of meetings) have been 
reviewed as part of this analysis. 
 



# Respondent Group Issue
MAIN Issues/Recommendations

Description SSB's Disposition of Comment in final text approved in June 2020

1

BCBS MG
Support requirement to act in the 

public interest

The Committee agrees with IESBA’s proposals in the ED, in particular the proposal to require a professional accountant to behave 
in a manner that is consistent with the profession’s responsibility to act in the public interest and the concept of an inquiring 
mind.

IESBA retained in the final text the paragraph that requires all PA's to behave in a manner that is 
consistent with the profession's responsibility to act in the public interest, as well as the concept of 
"inquiring mind".

2

BCBS MG Clarification of requirements

Would welcome clarification on one point, namely the proposals around organisational culture and “effective application” of the 
IESBA Code (paragraph 120.13.A1).
Recommend that the revised Code should clearly explain that its requirements apply regardless of the organisational culture 
within which the professional accountant operates.

IESBA strengthened the text on conditions for effective promotion of an ethical organization (Para. 
120.13 A2) and included a new paragraph to reflect individuals PA's role in promoting ethical 
behavior and culture in their organization. As explained in the Basis for Conclusion, IESBA 
determined that further revisions were not necessary to address BCBS comment, as they considered 
that text in paras. 120.13 A1 and A2 "do not suggest, or are not likely to be perceived as suggesting, 
that individual PAs can use a poor ethical culture within their organizations as a reason not to comply 
with the requirements of the Code".

3
ADAA IFIAR

Clarification on compliance with 
Code of Ethics

Para. 100.1 A1 could be made clearer including the following caveat: "compliance with the code does not mean that professional 
accountants necessarily discharge their responsibility to act in the public interest in full and that it does not have the authority, 
legal or otherwise, to give such an assurance.”

IESBA included a new paragraph (100.6 A3) that clarifies that compliance with the requirements in 
the Code does not necessarily mean that the PA has met its responsibility to act in the PI.

4
ADAA IFIAR Clarification on requirements

Section on technology could be clarified to explain how professional accountants can maintain understanding of technology 
related developments.

IESBA concluded that no further changes related to technology were needed, as this topic will be 
developed in more detail by the Technology project.

5
ADAA IFIAR Additional examples on bias Suggest adding: authority bias, information bias, outcome bias, self-serving bias, status quo bias, and story bias.

IESBA decided not to include additional examples of bias to authoritative guiance, but will consider 
developing non-authoritative guindance going forward.

6
ADAA IFIAR Clarification of requirements Consideration should be given to the case where professional accountants cannot influence the organization's internal culture.

IESBA strengthened the text on conditions for effective promotion of an ethical organization (Para. 
120.13 A2) and included a new paragraph to reflect individuals PA's role in promoting ethical 
behavior and culture in their organization. 

7

UK FRC IFIAR Strengthening requirements

Section 100 should highlight that complying with the Code and acting in the public interest requires appropriate mindset and give 
additional example of key characteristics and behaviours: 
* Understanding the needs of users of information, the accountant is associated with.
* Having an inquiring mind.
* Applying appropriate professional scepticism.
* Acting appropriately in difficult situations.

Section 111 should be strengthened to require accountants to always act appropriately when confronting dilemmas or difficult 
situations, rather than just having the "determination" to act appropriately.

IESBA retained the structure proposed in the ED. IESBA revised section 100 to clarify that compliance 
with the Code includes “giving appropriate regard to the aim and intent of the specific requirements” 
and to emphasize that compliance with the requirements of the Code does not mean that  PAs will 
have always meet their responsibility to act in the public interest. Other sections develop key 
characteristics and behaviors expected from PAs.
In section 111, IESBA replaced “determination to act appropriately” with “strength of character to act 
appropriately”

8

UK FRC IFIAR
Differentiation between Inquiring 
mind and Professional skepticism

More emphasis should be made on the need for accountants to be satisfied with the integrity, relevance and sufficiency of 
information. There is an overlap between the concepts of Inquiring mind and Professional skepticism. This should be clarified in 
para. A120.5.A5.

IESBA revised the elements of "having an inquiring mind" in paragraph 120.5 A1 and included a 
reference to consideration "of the source, relevance and sufficiency of information obtained" as well 
as "being open and alert to a need for further investigation or other action". 
IESBA, in coordination with IAASB, also revised the description in paragraph 120.5 A3 of the 
relationaship between "inquiring mind" (expected of all PAs) and "professional skepcisism" (expected 
of PAs undertaking engagements to which auditing, review and other assurance standards). 
IESBA determined that further explanations on these two concepts should be addressed through non-
authoritative guidance.

9

UK FRC IFIAR
Strengthen approach to address 

bias
Professional accountants should not only be "aware of the risk of bias", but should also avoid conscious bias and seek to avoid 
unconscious bias. In addition, the list of examples should be described as "possible" bias.

IESBA decided to retain the guiance in ED relating to bias. Section 120.12 was revised to clarify the 
description of Groupthink bias, as well as including an addtional mitigating action (120.12 A2). 
IESBA clarified in para. 120.12 A2 that the lisf of examples is of "potential bias".

PIOB Monitoring of Comment Letters submitted by MG/IFIAR Members

As of September 2020

UK Financial Reporting Council (UK FRC)

Basel Committee on Banking Supervision (BCBS)

Abu Dhabi Accountability Authority (ADAA)

to the IESBA ED "Proposed revisions to the Code to promote the Role and Mindset expected of Professional Accountants" (published in July 2019)

1
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# Respondent Group Issue
MAIN Issues/Recommendations

Description SSB's Disposition of Comment in final text approved in June 2020

PIOB Monitoring of Comment Letters submitted by MG/IFIAR Members

As of September 2020
to the IESBA ED "Proposed revisions to the Code to promote the Role and Mindset expected of Professional Accountants" (published in July 2019)

10

UK FRC IFIAR
Expand requirements on 

organizational culture

Application material should be expanded to direct professional accountants to seek to promote an appropriate ethical culture 
within their organization.
For audit, review and other assurance firms, replace the reference to ISQM1 (which may not be adopted in all jurisdictions) by 
including the following within the Code: "The senior management of the firm and those with direct responsibility for the 
management of the firm's audit, review and other assurance and related business shall instill the necessary culture and 
behaviours respectively throughout the firm and that business, so as to ensure that meeting the fundamental principles and 
other provisions set out in the Code is paramount and overrides all commercial interest of the firm."

IESBA strengthened the text on conditions for effective promotion of an ethical organization (Para. 
120.13 A2) and included a new paragraph to reflect individuals PA's role in promoting ethical 
behavior and culture in their organization. 
IESBA retained the reference to ISQM 1  in para. 120.14 A1.

11

UK FRC IFIAR Enforceability
Encourage to give consideration to how the actions, characteristics and behaviours of professional accountants can be clearly and 
unambiguously evidenced, so that regulators can be satisfied that ethical and behavioural considerations have driven their work.

In several paragraphs, IESBA clarified definitions, and behaviors, simplified the language and added 
application material. In the Basis for Conclusion, they also acknowledge the need for further non-
authoritative guidance (e.g. difference beteween inquiring mind and PS or illustrative examples of 
bias) that should be developed later.

12

IRBA IFIAR
Raised awareness on substance of 

changes needed

IRBA questions whether these proposed amendments will produce a meaningful improvement to the environment. Additional 
awareness needs to be raised, from IESBA or at jurisdictional level. The concept of acting in the “public interest” is a critical and 
foundational issue in recognising the role of professional accountants and informing the professional accountant’s mindset in the 
decision-making process. Professional bodies, national standard setters and others will need to play a more robust role in making 
the amendments understood and operationalized.

IESBA acknowledged the comment, however did not include additonal guidance. As explained in the 
Basis for conclusion, IESBA considered it would not be practicable to include such an explanation in 
the Code, given the principles-based nature of the Code.

13
IRBA IFIAR

Support for additions under 
Integrity

The inclusion of the concept of "determination to act appropriately in difficult situations"  adds robustness and depth to the 
fundamental principle [of Integrity].

IESBA retained additional material included under Integrity. However, based on other comments, 
IESBA replaced the phrase “determination to act appropriately” with “strength of character to act 
appropriately.” 

14

IRBA IFIAR
Differentiation between Inquiring 

mind and Questioning mind 
(Professional skepticism)

Auditors may find it difficult to differentiate between an inquiring mind, as per the Code, and a questioning mind, as a 
requirement when exercising professional scepticism. Consider including the International Auditing and Assurance Standards 
Board’s (IAASB) definition of professional scepticism in the Code

IESBA made revisions to the elements of "having an inquiring mind" in paragraph 120.5 A1. 
In coordination with IAASB, they also revised the description in paragraph 120.5 A3 of the 
relationaship between "inquiring mind" (expected of all PAs) and "professional skeptisism" (expected 
of PAs undertaking engagements to which auditing, review and other assurance standards). 
IESBA determined that further explanations on these two concepts should be addressed through non-
authoritative guidance.

15
IRBA IFIAR

Supportive of approach to address 
bias

The proposed examples of bias offer a vocabulary that will be helpful in identifying threats to objectivity and evaluating the root 
cause where there has been a lack of objectivity.

IESBA retained the guidance in ED relating to bias. Section 120.12 was revised to clarify the 
description of Groupthink bias, as well as including an additional mitigating action (120.12 A2). 

16
IRBA IFIAR Adequate reference to ISQM1

Support the reference to proposed ISQM1, as it provides the robust framework for implementing and monitoring an audit firm’s 
culture.

IESBA retained the reference to ISQM 1 in para. 120.14 A1.

17

IRBA IFIAR Additional guidance for SMPs SMPs may require additional guidance on practicality of the amendments, as they are "abstract in nature".

In several paragraphs, IESBA clarified definitions, and behaviors, simplified the language and added 
application material. In the Basis for Conclusion, they also acknowledge the need for further non-
authoritative guidance (e.g. difference between inquiring mind and PS or illustrative examples of 
bias) that should be developed later.

18

IRBA IFIAR Enforceability
It will be difficult to find evidence of the application of an inquiring mind. As such, application may require more context to 
ensure behavioural changes.

IESBA made revisions to the elements of "having an inquiring mind" in paragraph 120.5 A1. 
In coordination with IAASB, they also revised the description in paragraph 120.5 A3 of the 
relationaship between "inquiring mind" (expected of all PAs) and "professional skeptisism" (expected 
of PAs undertaking engagements to which auditing, review and other assurance standards). 
IESBA determined that further explanations on these two concepts should be addressed through non-
authoritative guidance.

19
IRBA IFIAR Importance for developing nations

The proposed amendments help address concerns with regard to the value of professional accountants, especially in developing 
nations where public interest should be kept as a focal point for decision-making.

N/A as no changes requested to final text.

Independent Regulatory Board for Auditors of South Africa (IRBA)
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This pronouncement has received the approval of the Public Interest Oversight Board (PIOB), which 

concluded that due process was followed in the development of the document and that proper regard 

was paid to the public interest. 

 

 

 

 

This document was developed and approved by the International Ethics Standards Board for 

Accountants® (IESBA®). 

About the IESBA 

The IESBA is an independent global standard-setting board. The IESBA’s mission is to serve the public 

interest by setting ethics standards, including auditor independence requirements, which seek to raise the 

bar for ethical conduct and practice for all professional accountants through a robust, globally operable 

International Code of Ethics for Professional Accountants (including International Independence 

Standards) (the Code). 

The IESBA believes a single set of high-quality ethics standards enhances the quality and consistency of 

services provided by professional accountants, thus contributing to public trust and confidence in the 

accountancy profession. The IESBA sets its standards in the public interest with advice from the IESBA 

Consultative Advisory Group (CAG) and under the oversight of the Public Interest Oversight Board 

(PIOB). 

 

 

 

 

 

 

 

The structures and processes that support the operations of the IESBA are facilitated by the International 

Federation of Accountants® (IFAC®).  

Copyright © September 2020 by the International Federation of Accountants (IFAC). For copyright, 

trademark, and permissions information, please see page 48.
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CLEAN VERSION 

PART 1 – COMPLYING WITH THE CODE, FUNDAMENTAL PRINCIPLES AND 
CONCEPTUAL FRAMEWORK  

SECTION 100 

COMPLYING WITH THE CODE 

Introduction  

100.1 A distinguishing mark of the accountancy profession is its acceptance of the responsibility to 

act in the public interest.  

100.2 Confidence in the accountancy profession is a reason why businesses, governments and 

other organizations involve professional accountants in a broad range of areas, including 

financial and corporate reporting, assurance and other professional activities. Accountants 

understand and acknowledge that such confidence is based on the skills and values that 

accountants bring to the professional activities they undertake, including:   

(a) Adherence to ethical principles and professional standards; 

(b) Use of business acumen; 

(c) Application of expertise on technical and other matters; and 

(d) Exercise of professional judgment. 

The application of these skills and values enables accountants to provide advice or other 

output that meets the purpose for which it was provided, and which can be relied upon by the 

intended users of such output.    

100.3 The Code sets out high quality standards of ethical behavior expected of professional 

accountants for adoption by professional accountancy organizations which are members of 

the International Federation of Accountants (IFAC), or for use by such members as a basis 

for their codes of ethics. The Code may also be used or adopted by those responsible for 

setting ethics standards for professional accountants in particular sectors or jurisdictions and 

by firms in developing their ethics and independence policies.   

100.4 The Code establishes five fundamental principles to be complied with by all  

professional accountants. It also includes a conceptual framework that sets out the  

approach to be taken to identify, evaluate and address threats to compliance with those 

fundamental principles and, for audits and other assurance engagements, threats to 

independence. The Code also applies the fundamental principles and the conceptual 

framework to a range of facts and circumstances that accountants might encounter, whether 

in business or in public practice. 
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Requirements and Application Material 

100.5 A1 The requirements in the Code, designated with the letter “R,” impose obligations. 

100.5 A2 Application material, designated with the letter “A,” provides context, explanations, 

suggestions for actions or matters to consider, illustrations and other guidance relevant to a 

proper understanding of the Code. In particular, the application material is intended to help a 

professional accountant to understand how to apply the conceptual framework to a particular 

set of circumstances and to understand and comply with a specific requirement. While such 

application material does not of itself impose a requirement, consideration of the material is 

necessary to the proper application of the requirements of the Code, including application of 

the conceptual framework. 

R100.6 A professional accountant shall comply with the Code.   

100.6 A1 Upholding the fundamental principles and compliance with the specific requirements of the 

Code enable professional accountants to meet their responsibility to act in the public interest.  

100.6 A2 Complying with the Code includes giving appropriate regard to the aim and intent of the 

specific requirements. 

100.6 A3 Compliance with the requirements of the Code does not mean that professional accountants 

will have always met their responsibility to act in the public interest. There might be unusual 

or exceptional circumstances in which an accountant believes that complying with a 

requirement or requirements of the Code might not be in the public interest or would lead to a 

disproportionate outcome. In those circumstances, the accountant is encouraged to consult 

with an appropriate body such as a professional or regulatory body.  

100.6 A4 In acting in the public interest, a professional accountant considers not only the preferences 

or requirements of an individual client or employing organization, but also the interests of 

other stakeholders when performing professional activities. 

R100.7 If there are circumstances where laws or regulations preclude a professional accountant from 

complying with certain parts of the Code, those laws and regulations prevail, and the 

accountant shall comply with all other parts of the Code. 

100.7 A1 The principle of professional behavior requires a professional accountant to comply with 

relevant laws and regulations. Some jurisdictions might have provisions that differ from or go 

beyond those set out in the Code. Accountants in those jurisdictions need to be aware of 

those differences and comply with the more stringent provisions unless prohibited by law or 

regulation. 

Breaches of the Code 
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R100.8 Paragraphs R400.80 to R400.89 and R900.50 to R900.55 address a breach of  

International Independence Standards. A professional accountant who identifies a breach of 

any other provision of the Code shall evaluate the significance of the breach and its  

impact on the accountant’s ability to comply with the fundamental principles. The accountant 

shall also: 

(a) Take whatever actions might be available, as soon as possible, to address the 

consequences of the breach satisfactorily; and 

(b) Determine whether to report the breach to the relevant parties. 

100.8 A1 Relevant parties to whom such a breach might be reported include those who might have 

been affected by it, a professional or regulatory body or an oversight authority.  
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SECTION 110 

THE FUNDAMENTAL PRINCIPLES  

General 

110.1 A1 There are five fundamental principles of ethics for professional accountants: 

(a) Integrity – to be straightforward and honest in all professional and business 

relationships.  

(b) Objectivity – to exercise professional or business judgment without being compromised 

by:  

(i) Bias; 

(ii)  Conflict of interest; or  

(iii) Undue influence of, or undue reliance on, individuals, organizations, technology 

or other factors. 

(c) Professional Competence and Due Care – to:  

(i) Attain and maintain professional knowledge and skill at the level required to 

ensure that a client or employing organization receives competent professional 

service, based on current technical and professional standards and relevant 

legislation; and 

(ii) Act diligently and in accordance with applicable technical and professional 

standards. 

(d) Confidentiality – to respect the confidentiality of information acquired as a result of 

professional and business relationships.  

(e) Professional Behavior – to:  

(i) Comply with relevant laws and regulations; 

(ii) Behave in a manner consistent with the profession’s responsibility to act in the 

public interest in all professional activities and business relationships; and 

(iii) Avoid any conduct that the professional accountant knows or should know might 

discredit the profession. 

R110.2 A professional accountant shall comply with each of the fundamental principles. 

110.2 A1 The fundamental principles of ethics establish the standard of behavior expected of a 

professional accountant. The conceptual framework establishes the approach which an 

accountant is required to apply in complying with those fundamental principles. Subsections 

111 to 115 set out requirements and application material related to each of the fundamental 

principles.  
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110.2 A2 A professional accountant might face a situation in which complying with one fundamental 

principle conflicts with complying with one or more other fundamental principles. In such a 

situation, the accountant might consider consulting, on an anonymous basis if necessary, 

with: 

• Others within the firm or employing organization. 

• Those charged with governance. 

• A professional body. 

• A regulatory body. 

• Legal counsel. 

However, such consultation does not relieve the accountant from the responsibility to 

exercise professional judgment to resolve the conflict or, if necessary, and unless prohibited 

by law or regulation, disassociate from the matter creating the conflict.  

110.2 A3 The professional accountant is encouraged to document the substance of the issue, the 

details of any discussions, the decisions made and the rationale for those decisions. 

SUBSECTION 111 – INTEGRITY  

R111.1 A professional accountant shall comply with the principle of integrity, which requires an 

accountant to be straightforward and honest in all professional and business relationships.  

111.1 A1 Integrity involves fair dealing, truthfulness and having the strength of character to act 

appropriately, even when facing pressure to do otherwise or when doing so might create 

potential adverse personal or organizational consequences.  

111.1 A2 Acting appropriately involves:  

(a) Standing one’s ground when confronted by dilemmas and difficult situations; or   

(b) Challenging others as and when circumstances warrant,  

in a manner appropriate to the circumstances. 

R111.2 A professional accountant shall not knowingly be associated with reports, returns, 

communications or other information where the accountant believes that the information: 

(a) Contains a materially false or misleading statement; 

(b) Contains statements or information provided recklessly; or 

(c) Omits or obscures required information where such omission or obscurity would be 

misleading. 

111.2 A1 If a professional accountant provides a modified report in respect of such a report, return, 

communication or other information, the accountant is not in breach of paragraph R111.2. 
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R111.3 When a professional accountant becomes aware of having been associated with information 

described in paragraph R111.2, the accountant shall take steps to be disassociated from that 

information. 

SUBSECTION 112 – OBJECTIVITY 

R112.1 A professional accountant shall comply with the principle of objectivity, which requires an 

accountant to exercise professional or business judgment without being compromised by: 

(a)  Bias;  

(b)  Conflict of interest; or  

(c) Undue influence of, or undue reliance on, individuals, organizations, technology or 

other factors.  

R112.2 A professional accountant shall not undertake a professional activity if a circumstance or 

relationship unduly influences the accountant’s professional judgment regarding that activity.  

SUBSECTION 113 – PROFESSIONAL COMPETENCE AND DUE CARE  

R113.1 A professional accountant shall comply with the principle of professional competence and due 

care, which requires an accountant to:  

(a) Attain and maintain professional knowledge and skill at the level required to ensure 

that a client or employing organization receives competent professional service, based 

on current technical and professional standards and relevant legislation; and  

(b) Act diligently and in accordance with applicable technical and professional standards.  

113.1 A1 Serving clients and employing organizations with professional competence requires the 

exercise of sound judgment in applying professional knowledge and skill when undertaking 

professional activities.  

113.1 A2 Maintaining professional competence requires a continuing awareness and an understanding 

of relevant technical, professional, business and technology-related developments. 

Continuing professional development enables a professional accountant to develop and 

maintain the capabilities to perform competently within the professional environment. 

113.1 A3 Diligence encompasses the responsibility to act in accordance with the requirements of an 

assignment, carefully, thoroughly and on a timely basis.  

R113.2 In complying with the principle of professional competence and due care, a professional 

accountant shall take reasonable steps to ensure that those working in a professional 

capacity under the accountant’s authority have appropriate training and supervision. 

R113.3 Where appropriate, a professional accountant shall make clients, the employing organization, 

or other users of the accountant’s professional services or activities, aware of the limitations 

inherent in the services or activities. 
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SUBSECTION 114 – CONFIDENTIALITY 

R114.1 A professional accountant shall comply with the principle of confidentiality, which requires an 

accountant to respect the confidentiality of information acquired as a result of professional 

and business relationships. An accountant shall: 

(a) Be alert to the possibility of inadvertent disclosure, including in a social environment, 

and particularly to a close business associate or an immediate or a close family 

member; 

(b) Maintain confidentiality of information within the firm or employing organization; 

(c) Maintain confidentiality of information disclosed by a prospective client or employing 

organization;  

(d) Not disclose confidential information acquired as a result of professional and business 

relationships outside the firm or employing organization without proper and specific 

authority, unless there is a legal or professional duty or right to disclose;  

(e) Not use confidential information acquired as a result of professional and business 

relationships for the personal advantage of the accountant or for the advantage of a 

third party; 

(f) Not use or disclose any confidential information, either acquired or received as a result 

of a professional or business relationship, after that relationship has ended; and 

(g) Take reasonable steps to ensure that personnel under the accountant’s control, and 

individuals from whom advice and assistance are obtained, respect the accountant’s 

duty of confidentiality. 

114.1 A1 Confidentiality serves the public interest because it facilitates the free flow of information from 

the professional accountant’s client or employing organization to the accountant in the 

knowledge that the information will not be disclosed to a third party. Nevertheless, the 

following are circumstances where professional accountants are or might be required to 

disclose confidential information or when such disclosure might be appropriate: 

(a) Disclosure is required by law, for example: 

(i) Production of documents or other provision of evidence in the course of legal 

proceedings; or 

(ii) Disclosure to the appropriate public authorities of infringements of the law that 

come to light; 

(b) Disclosure is permitted by law and is authorized by the client or the employing 

organization; and 

(c) There is a professional duty or right to disclose, when not prohibited by law: 

(i) To comply with the quality review of a professional body; 
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(ii) To respond to an inquiry or investigation by a professional or regulatory body; 

(iii) To protect the professional interests of a professional accountant in legal 

proceedings; or 

(iv) To comply with technical and professional standards, including ethics 

requirements.  

114.1 A2 In deciding whether to disclose confidential information, factors to consider, depending on the 

circumstances, include: 

• Whether the interests of any parties, including third parties whose interests might be 

affected, could be harmed if the client or employing organization consents to the 

disclosure of information by the professional accountant. 

• Whether all the relevant information is known and substantiated, to the extent 

practicable. Factors affecting the decision to disclose include: 

o Unsubstantiated facts. 

o Incomplete information. 

o Unsubstantiated conclusions. 

• The proposed type of communication, and to whom it is addressed. 

• Whether the parties to whom the communication is addressed are appropriate 

recipients. 

R114.2 A professional accountant shall continue to comply with the principle of confidentiality even 

after the end of the relationship between the accountant and a client or employing 

organization. When changing employment or acquiring a new client, the accountant is 

entitled to use prior experience but shall not use or disclose any confidential information 

acquired or received as a result of a professional or business relationship.  

SUBSECTION 115 – PROFESSIONAL BEHAVIOR 

R115.1 A professional accountant shall comply with the principle of professional behavior, which 

requires an accountant to:  

(a) Comply with relevant laws and regulations; 

(b) Behave in a manner consistent with the profession’s responsibility to act in the public 

interest in all professional activities and business relationships; and 

(c) Avoid any conduct that the accountant knows or should know might discredit the 

profession. 
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A professional accountant shall not knowingly engage in any business, occupation or activity 

that impairs or might impair the integrity, objectivity or good reputation of the profession, and 

as a result would be incompatible with the fundamental principles. 

115.1 A1 Conduct that might discredit the profession includes conduct that a reasonable and informed 

third party would be likely to conclude adversely affects the good reputation of the profession.  

R115.2 When undertaking marketing or promotional activities, a professional accountant shall not 

bring the profession into disrepute. A professional accountant shall be honest and truthful 

and shall not make: 

(a) Exaggerated claims for the services offered by, or the qualifications or experience of, 

the accountant; or 

(b) Disparaging references or unsubstantiated comparisons to the work of others. 

115.2 A1 If a professional accountant is in doubt about whether a form of advertising or marketing is 

appropriate, the accountant is encouraged to consult with the relevant professional body. 
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SECTION 120 

THE CONCEPTUAL FRAMEWORK  

Introduction  

120.1 The circumstances in which professional accountants operate might create threats to 

compliance with the fundamental principles. Section 120 sets out requirements and 

application material, including a conceptual framework, to assist accountants in complying 

with the fundamental principles and meeting their responsibility to act in the public interest. 

Such requirements and application material accommodate the wide range of facts and 

circumstances, including the various professional activities, interests and relationships, that 

create threats to compliance with the fundamental principles. In addition, they deter 

accountants from concluding that a situation is permitted solely because that situation is not 

specifically prohibited by the Code. 

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

(a) Identify threats to compliance with the fundamental principles; 

(b) Evaluate the threats identified; and 

(c) Address the threats by eliminating or reducing them to an acceptable level.  

Requirements and Application Material  

General 

R120.3 The professional accountant shall apply the conceptual framework to identify, evaluate and 

address threats to compliance with the fundamental principles set out in Section 110.  

120.3 A1 Additional requirements and application material that are relevant to the application of the 

conceptual framework are set out in: 

(a) Part 2 – Professional Accountants in Business;  

(b) Part 3 – Professional Accountants in Public Practice; and  

(c) International Independence Standards, as follows: 

(i) Part 4A – Independence for Audit and Review Engagements; and 

(ii) Part 4B – Independence for Assurance Engagements Other than Audit and 

Review Engagements. 

R120.4  When dealing with an ethics issue, the professional accountant shall consider the context in 

which the issue has arisen or might arise. Where an individual who is a professional 

accountant in public practice is performing professional activities pursuant to the accountant’s 

relationship with the firm, whether as a contractor, employee or owner, the individual shall 

comply with the provisions in Part 2 that apply to these circumstances.  
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R120.5 When applying the conceptual framework, the professional accountant shall:  

(a)  Have an inquiring mind;  

(b)  Exercise professional judgment; and  

(c)  Use the reasonable and informed third party test described in paragraph 120.5 A6. 

Having an Inquiring Mind 

120.5 A1 An inquiring mind is a prerequisite to obtaining an understanding of known facts and 

circumstances necessary for the proper application of the conceptual framework. Having an 

inquiring mind involves: 

(a)  Considering the source, relevance and sufficiency of information obtained, taking into 

account the nature, scope and outputs of the professional activity being undertaken; 

and 

(b) Being open and alert to a need for further investigation or other action. 

120.5 A2 When considering the source, relevance and sufficiency of information obtained, the 

professional accountant might consider, among other matters, whether: 

• New information has emerged or there have been changes in facts and circumstances.  

• The information or its source might be influenced by bias or self-interest. 

• There is reason to be concerned that potentially relevant information might be missing 

from the facts and circumstances known to the accountant.  

• There is an inconsistency between the known facts and circumstances and the 

accountant’s expectations.  

• The information provides a reasonable basis on which to reach a conclusion. 

• There might be other reasonable conclusions that could be reached from the 

information obtained. 

120.5 A3 Paragraph R120.5 requires all professional accountants to have an inquiring mind when 

identifying, evaluating and addressing threats to the fundamental principles. This prerequisite 

for applying the conceptual framework applies to all accountants regardless of the 

professional activity undertaken. Under auditing, review and other assurance standards, 

including those issued by the IAASB, accountants are also required to exercise professional 

skepticism, which includes a critical assessment of evidence.  

Exercising Professional Judgment 

120.5 A4 Professional judgment involves the application of relevant training, professional knowledge, 

skill and experience commensurate with the facts and circumstances, taking into account the 

nature and scope of the particular professional activities, and the interests and relationships 
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involved.  

120.5 A5 Professional judgment is required when the professional accountant applies the conceptual 

framework in order to make informed decisions about the courses of actions available, and to 

determine whether such decisions are appropriate in the circumstances. In making this 

determination, the accountant might consider matters such as whether: 

• The accountant’s expertise and experience are sufficient to reach a conclusion.  

• There is a need to consult with others with relevant expertise or experience.  

• The accountant’s own preconception or bias might be affecting the accountant’s 

exercise of professional judgment.   

Reasonable and Informed Third Party  

120.5 A6 The reasonable and informed third party test is a consideration by the professional 

accountant about whether the same conclusions would likely be reached by another party. 

Such consideration is made from the perspective of a reasonable and informed third party, 

who weighs all the relevant facts and circumstances that the accountant knows, or could 

reasonably be expected to know, at the time the conclusions are made. The reasonable and 

informed third party does not need to be an accountant, but would possess the relevant 

knowledge and experience to understand and evaluate the appropriateness of the 

accountant’s conclusions in an impartial manner. 

Identifying Threats  

R120.6 The professional accountant shall identify threats to compliance with the fundamental 

principles.  

120.6 A1 An understanding of the facts and circumstances, including any professional activities, 

interests and relationships that might compromise compliance with the fundamental 

principles, is a prerequisite to the professional accountant’s identification of threats to such 

compliance. The existence of certain conditions, policies and procedures established by the 

profession, legislation, regulation, the firm, or the employing organization that can enhance 

the accountant acting ethically might also help identify threats to compliance with the 

fundamental principles. Paragraph 120.8 A2 includes general examples of such conditions, 

policies and procedures which are also factors that are relevant in evaluating the level of 

threats. 

120.6 A2 Threats to compliance with the fundamental principles might be created by a broad range of 

facts and circumstances. It is not possible to define every situation that creates threats. In 

addition, the nature of engagements and work assignments might differ and, consequently, 

different types of threats might be created.  

120.6 A3 Threats to compliance with the fundamental principles fall into one or more of the following 

categories:  
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(a) Self-interest threat – the threat that a financial or other interest will inappropriately 

influence a professional accountant’s judgment or behavior;  

(b) Self-review threat – the threat that a professional accountant will not appropriately 

evaluate the results of a previous judgment made, or an activity performed by the 

accountant or by another individual within the accountant’s firm or employing 

organization, on which the accountant will rely when forming a judgment as part of 

performing a current activity;  

(c) Advocacy threat – the threat that a professional accountant will promote a client’s or 

employing organization’s position to the point that the accountant’s objectivity is 

compromised;  

(d) Familiarity threat – the threat that due to a long or close relationship with a client, or 

employing organization, a professional accountant will be too sympathetic to their 

interests or too accepting of their work; and  

(e) Intimidation threat – the threat that a professional accountant will be deterred from 

acting objectively because of actual or perceived pressures, including attempts to 

exercise undue influence over the accountant. 

120.6 A4 A circumstance might create more than one threat, and a threat might affect compliance with 

more than one fundamental principle. 

Evaluating Threats  

R120.7 When the professional accountant identifies a threat to compliance with the fundamental 

principles, the accountant shall evaluate whether such a threat is at an acceptable level. 

Acceptable Level 

120.7 A1 An acceptable level is a level at which a professional accountant using the reasonable and 

informed third party test would likely conclude that the accountant complies with the 

fundamental principles.  

Factors Relevant in Evaluating the Level of Threats  

120.8 A1 The consideration of qualitative as well as quantitative factors is relevant in the professional 

accountant’s evaluation of threats, as is the combined effect of multiple threats, if applicable. 

120.8 A2 The existence of conditions, policies and procedures described in paragraph 120.6 A1 might 

also be factors that are relevant in evaluating the level of threats to compliance with the 

fundamental principles. Examples of such conditions, policies and procedures include:  

• Corporate governance requirements.  

• Educational, training and experience requirements for the profession.  
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• Effective complaint systems which enable the professional accountant and the general 

public to draw attention to unethical behavior. 

• An explicitly stated duty to report breaches of ethics requirements. 

• Professional or regulatory monitoring and disciplinary procedures. 

Consideration of New Information or Changes in Facts and Circumstances  

R120.9 If the professional accountant becomes aware of new information or changes in facts and 

circumstances that might impact whether a threat has been eliminated or reduced to an 

acceptable level, the accountant shall re-evaluate and address that threat accordingly.  

120.9 A1 Remaining alert throughout the professional activity assists the professional accountant in 

determining whether new information has emerged or changes in facts and circumstances 

have occurred that: 

(a) Impact the level of a threat; or 

(b) Affect the accountant’s conclusions about whether safeguards applied continue to be 

appropriate to address identified threats. 

120.9 A2 If new information results in the identification of a new threat, the professional accountant is 

required to evaluate and, as appropriate, address this threat. (Ref: Paras. R120.7 and 

R120.10). 

Addressing Threats  

R120.10 If the professional accountant determines that the identified threats to compliance with the 

fundamental principles are not at an acceptable level, the accountant shall address the 

threats by eliminating them or reducing them to an acceptable level. The accountant shall do 

so by: 

(a) Eliminating the circumstances, including interests or relationships, that are creating the 

threats; 

(b) Applying safeguards, where available and capable of being applied, to reduce the 

threats to an acceptable level; or  

(c) Declining or ending the specific professional activity. 

Actions to Eliminate Threats 

120.10 A1 Depending on the facts and circumstances, a threat might be addressed by eliminating the 

circumstance creating the threat. However, there are some situations in which threats can 

only be addressed by declining or ending the specific professional activity. This is because 

the circumstances that created the threats cannot be eliminated and safeguards are not 

capable of being applied to reduce the threat to an acceptable level.  
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Safeguards  

120.10 A2 Safeguards are actions, individually or in combination, that the professional accountant takes 

that effectively reduce threats to compliance with the fundamental principles to an acceptable 

level.  

Consideration of Significant Judgments Made and Overall Conclusions Reached  

R120.11 The professional accountant shall form an overall conclusion about whether the actions that 

the accountant takes, or intends to take, to address the threats created will eliminate those 

threats or reduce them to an acceptable level. In forming the overall conclusion, the 

accountant shall:  

(a) Review any significant judgments made or conclusions reached; and 

(b) Use the reasonable and informed third party test.  

Other Considerations when Applying the Conceptual Framework 

Bias 

120.12 A1 Conscious or unconscious bias affects the exercise of professional judgment when 

identifying, evaluating and addressing threats to compliance with the fundamental principles.  

120.12 A2  Examples of potential bias to be aware of when exercising professional judgment include:  

• Anchoring bias, which is a tendency to use an initial piece of information as an anchor 

against which subsequent information is inadequately assessed. 

• Automation bias, which is a tendency to favor output generated from automated 

systems, even when human reasoning or contradictory information raises questions as 

to whether such output is reliable or fit for purpose. 

• Availability bias, which is a tendency to place more weight on events or experiences 

that immediately come to mind or are readily available than on those that are not.  

• Confirmation bias, which is a tendency to place more weight on information that 

corroborates an existing belief than information that contradicts or casts doubt on that 

belief. 

• Groupthink, which is a tendency for a group of individuals to discourage individual 

creativity and responsibility and as a result reach a decision without critical reasoning 

or consideration of alternatives.  

• Overconfidence bias, which is a tendency to overestimate one's own ability to make 

accurate assessments of risk or other judgments or decisions.   

• Representation bias, which is a tendency to base an understanding on a pattern of 

experiences, events or beliefs that is assumed to be representative. 
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• Selective perception, which is a tendency for a person's expectations to influence how 

the person views a particular matter or person. 

120.12 A3 Actions that might mitigate the effect of bias include:  

• Seeking advice from experts to obtain additional input. 

• Consulting with others to ensure appropriate challenge as part of the evaluation 

process.  

• Receiving training related to the identification of bias as part of professional 

development. 

Organizational Culture 

120.13 A1 The effective application of the conceptual framework by a professional accountant is 

enhanced when the importance of ethical values that align with the fundamental principles 

and other provisions set out in the Code is promoted through the internal culture of the 

accountant’s organization.  

120.13 A2 The promotion of an ethical culture within an organization is most effective when:  

(a) Leaders and those in managerial roles promote the importance of, and hold 

themselves and others accountable for demonstrating, the ethical values of the 

organization;   

(b) Appropriate education and training programs, management processes, and 

performance evaluation and reward criteria that promote an ethical culture are in place;   

(c) Effective policies and procedures are in place to encourage and protect those who 

report actual or suspected illegal or unethical behavior, including whistle-blowers; and  

(d) The organization adheres to ethical values in its dealings with third parties.  

120.13 A3 Professional accountants are expected to encourage and promote an ethics-based culture in 

their organization, taking into account their position and seniority. 

Considerations for Audits, Reviews, Other Assurance and Related Services Engagements  

Firm Culture 

120.14 A1 [Proposed] ISQM 1 sets out requirements and application material relating to firm culture in 

the context of a firm’s responsibilities to design, implement and operate a system of quality 

management for audits or reviews of financial statements, or other assurance or related 

services engagements.   

Independence 

120.15 A1 Professional accountants in public practice are required by International Independence 

Standards to be independent when performing audits, reviews, or other assurance 
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engagements. Independence is linked to the fundamental principles of objectivity and 

integrity. It comprises: 

(a) Independence of mind – the state of mind that permits the expression of a conclusion 

without being affected by influences that compromise professional judgment, thereby 

allowing an individual to act with integrity, and exercise objectivity and professional 

skepticism. 

(b) Independence in appearance – the avoidance of facts and circumstances that are so 

significant that a reasonable and informed third party would be likely to conclude that a 

firm’s or an audit or assurance team member’s integrity, objectivity or professional 

skepticism has been compromised.  

120.15 A2 International Independence Standards set out requirements and application material on how 

to apply the conceptual framework to maintain independence when performing audits, 

reviews or other assurance engagements. Professional accountants and firms are required to 

comply with these standards in order to be independent when conducting such 

engagements. The conceptual framework to identify, evaluate and address threats to 

compliance with the fundamental principles applies in the same way to compliance with 

independence requirements. The categories of threats to compliance with the fundamental 

principles described in paragraph 120.6 A3 are also the categories of threats to compliance 

with independence requirements.  

Professional Skepticism 

120.16 A1 Under auditing, review and other assurance standards, including those issued by the IAASB, 

professional accountants in public practice are required to exercise professional skepticism 

when planning and performing audits, reviews and other assurance engagements. 

Professional skepticism and the fundamental principles that are described in Section 110 are 

inter-related concepts. 

120.16 A2 In an audit of financial statements, compliance with the fundamental principles, individually 

and collectively, supports the exercise of professional skepticism, as shown in the following 

examples:  

• Integrity requires the professional accountant to be straightforward and honest. For 

example, the accountant complies with the principle of integrity by:  

o Being straightforward and honest when raising concerns about a position taken 

by a client. 

o Pursuing inquiries about inconsistent information and seeking further audit 

evidence to address concerns about statements that might be materially false or 

misleading in order to make informed decisions about the appropriate course of 

action in the circumstances.  
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o Having the strength of character to act appropriately, even when facing pressure 

to do otherwise or when doing so might create potential adverse personal or 

organizational consequences. Acting appropriately involves:  

(a) Standing one's ground when confronted by dilemmas and difficult 

situations; or 

(b) Challenging others as and when circumstances warrant,  

in a manner appropriate to the circumstances. 

In doing so, the accountant demonstrates the critical assessment of audit evidence that 

contributes to the exercise of professional skepticism.  

• Objectivity requires the professional accountant to exercise professional or business 

judgment without being compromised by: 

(a) Bias;  

(b) Conflict of interest; or  

(c) Undue influence of, or undue reliance on, individuals, organizations, technology 

or other factors.  

For example, the accountant complies with the principle of objectivity by: 

(a) Recognizing circumstances or relationships such as familiarity with the client, 

that might compromise the accountant’s professional or business judgment; and  

(b) Considering the impact of such circumstances and relationships on the 

accountant’s judgment when evaluating the sufficiency and appropriateness of 

audit evidence related to a matter material to the client’s financial statements.  

In doing so, the accountant behaves in a manner that contributes to the exercise of 

professional skepticism. 

• Professional competence and due care requires the professional accountant to have 

professional knowledge and skill at the level required to ensure the provision of 

competent professional service, and to act diligently in accordance with applicable 

standards, laws and regulations. For example, the accountant complies with the 

principle of professional competence and due care by: 

(a) Applying knowledge that is relevant to a particular client’s industry and business 

activities in order to properly identify risks of material misstatement;  

(b) Designing and performing appropriate audit procedures; and  

(c) Applying relevant knowledge when critically assessing whether audit evidence 

is sufficient and appropriate in the circumstances.  

In doing so, the accountant behaves in a manner that contributes to the exercise of 
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professional skepticism. 

PART 2 – PROFFESSIONAL ACCOUNTANTS IN BUSINESS  

SECTION 200 

APPLYING THE CONCEPTUAL FRAMEWORK – PROFESSIONAL ACCOUNTANTS 
IN BUSINESS 

… 

Requirements and Application Material  

General 

… 

200.5 A2 Professional accountants may promote the position of the employing organization when 

furthering the legitimate goals and objectives of their employing organization, provided that 

any statements made are neither false nor misleading. Such actions usually would not create 

an advocacy threat. 

200.5 A3 The more senior the position of a professional accountant, the greater will be the ability and 

opportunity to access information, and to influence policies, decisions made and actions 

taken by others involved with the employing organization. To the extent that they are able to 

do so, taking into account their position and seniority in the organization, accountants are 

expected to encourage and promote an ethics-based culture in the organization in 

accordance with paragraph 120.13 A3. Examples of actions that might be taken include the 

introduction, implementation and oversight of:  

• Ethics education and training programs.  

• Management processes and performance evaluation and reward criteria that promote 

an ethical culture. 

• Ethics and whistle-blowing policies.  

• Policies and procedures designed to prevent non-compliance with laws and 

regulations. 

Identifying Threats 

…  
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SECTION 220 

PREPARATION AND PRESENTATION OF INFORMATION 

… 

Requirements and Application Material  

General 

… 

220.3 A3 For the purposes of this section, preparing or presenting information includes recording, 

maintaining and approving information.  

R220.4 When preparing or presenting information, a professional accountant shall: 

(a)  Prepare or present the information in accordance with a relevant reporting framework, 

where applicable;  

(b)  Prepare or present the information in a manner that is intended neither to mislead nor 

to influence contractual or regulatory outcomes inappropriately; 

(c) Exercise professional judgment to: 

(i) Represent the facts accurately and completely in all material respects;  

(ii) Describe clearly the true nature of business transactions or activities; and  

(iii) Classify and record information in a timely and proper manner;  

(d) Not omit anything with the intention of rendering the information misleading or of 

influencing contractual or regulatory outcomes inappropriately;  

(e) Avoid undue influence of, or undue reliance on, individuals, organizations or 

technology; and 

(f) Be aware of the risk of bias.  

220.4 A1 An example of influencing a contractual or regulatory outcome inappropriately is using an 

unrealistic estimate with the intention of avoiding violation of a contractual requirement such 

as a debt covenant or of a regulatory requirement such as a capital requirement for a 

financial institution. 

… 

Relying on the Work of Others 

R220.7 A professional accountant who intends to rely on the work of other individuals, either internal 

or external to the employing organization, or other organizations shall exercise professional 

judgment to determine what steps to take, if any, in order to fulfill the responsibilities set out 

in paragraph R220.4.  

220.7 A1 Factors to consider in determining whether reliance on others is reasonable include:  
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• The reputation and expertise of, and resources available to, the other individual or 

organization.  

• Whether the other individual is subject to applicable professional and ethics standards.  

Such information might be gained from prior association with, or from consulting others 

about, the other individual or organization. 

… 
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GLOSSARY, INCLUDING LISTS OF ABBREVIATIONS 

--- 
 

Professional activity An activity requiring accountancy or related skills undertaken by a professional 

accountant, including accounting, auditing, tax, management consulting, and 

financial management. 

Professional judgment Professional judgment involves the application of relevant training, professional 

knowledge, skill and experience commensurate with the facts and circumstances, 

taking into account the nature and scope of the particular professional activities, 

and the interests and relationships involved. 

This term is described in paragraph 120.5 A4. 

Professional services Professional activities performed for clients. 

--- 
 

Public interest entity (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 might 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. 

Reasonable and 

informed third party 

Reasonable and 

informed third party 

test 

The reasonable and informed third party test is a consideration by the professional 

accountant about whether the same conclusions would likely be reached by 

another party. Such consideration is made from the perspective of a reasonable 

and informed third party, who weighs all the relevant facts and circumstances that 

the accountant knows, or could reasonably be expected to know, at the time that 

the conclusions are made. The reasonable and informed third party does not need 

to be an accountant, but would possess the relevant knowledge and experience to 

understand and evaluate the appropriateness of the accountant’s conclusions in 

an impartial manner.  
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These terms are described in paragraph 120.5 A6. 

Related entity An entity that has any of the following relationships with the client: 

(a) An entity that has direct or indirect control over the client if the client is 

material to such entity; 

(b) An entity with a direct financial interest in the client if that entity has 

significant influence over the client and the interest in the client is material 

to such entity; 

(c) An entity over which the client has direct or indirect control; 

(d) An entity in which the client, or an entity related to the client under (c) 

above, has a direct financial interest that gives it significant influence over 

such entity and the interest is material to the client and its related entity in 

(c); and 

(e) An entity which is under common control with the client (a “sister entity”) if 

the sister entity and the client are both material to the entity that controls 

both the client and sister entity. 
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MARK-UP FROM EXTANT VERSION 

PART 1 – COMPLYING WITH THE CODE, FUNDAMENTAL PRINCIPLES AND 
CONCEPTUAL FRAMEWORK  

SECTION 100 

COMPLYING WITH THE CODE 

Introduction  

100.1 A distinguishing mark of the accountancy profession is its acceptance of the responsibility to 

act in the public interest.  

100.2 Confidence in the accountancy profession is a reason why businesses, governments and 

other organizations involve professional accountants in a broad range of areas, including 

financial and corporate reporting, assurance and other professional activities. Accountants 

understand and acknowledge that such confidence is based on the skills and values that 

accountants bring to the professional activities they undertake, including:   

(a) Adherence to ethical principles and professional standards; 

(b) Use of business acumen; 

(c) Application of expertise on technical and other matters; and 

(d) Exercise of professional judgment. 

The application of these skills and values enables accountants to provide advice or other 

output that meets the purpose for which it was provided, and which can be relied upon by the 

intended users of such output.    

100.3 The Code sets out high quality standards of ethical behavior expected of professional 

accountants for adoption by professional accountancy organizations which are members of 

the International Federation of Accountants (IFAC), or for use by such members as a basis 

for their codes of ethics. The Code may also be used or adopted by those responsible for 

setting ethics standards for professional accountants in particular sectors or jurisdictions and 

by firms in developing their ethics and independence policies.   

100.4 The Code establishes five fundamental principles to be complied with by all  

professional accountants. It also includes a conceptual framework that sets out the  

approach to be taken to identify, evaluate and address threats to compliance with those 

fundamental principles and, for audits and other assurance engagements, threats to 

independence. The Code also applies the fundamental principles and the conceptual 

framework to a range of facts and circumstances that accountants might encounter, whether 

in business or in public practice. 

Requirements and Application Material 
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100.5 A1 The requirements in the Code, designated with the letter “R,” impose obligations. 

100.5 A2 Application material, designated with the letter “A,” provides context, explanations, 

suggestions for actions or matters to consider, illustrations and other guidance relevant to a 

proper understanding of the Code. In particular, the application material is intended to help a 

professional accountant to understand how to apply the conceptual framework to a particular 

set of circumstances and to understand and comply with a specific requirement. While such 

application material does not of itself impose a requirement, consideration of the material is 

necessary to the proper application of the requirements of the Code, including application of 

the conceptual framework. 

R100.6 A professional accountant shall comply with the Code.  

100.6 A1 Upholding the fundamental principles and compliance with the specific requirements of the 

Code enable professional accountants to meet their responsibility to act in the public interest.  

100.6 A2 Complying with the Code includes giving appropriate regard to the aim and intent of the 

specific requirements. 

100.6 A3 Compliance with the requirements of the Code does not mean that professional accountants 

will have always met their responsibility to act in the public interest. There might be unusual 

or exceptional circumstances in which an accountant believes that complying with a 

requirement or requirements of the Code might not be in the public interest or would lead to a 

disproportionate outcome. In those circumstances, the accountant is encouraged to consult 

with an appropriate body such as a professional or regulatory body.   

100.6 A4 In acting in the public interest, a professional accountant considers not only the preferences 

or requirements of an individual client or employing organization, but also the interests of 

other stakeholders when performing professional activities. 

R100.7 If there are circumstances where laws or regulations preclude a professional accountant from 

complying with certain parts of the Code, those laws and regulations prevail, and the 

accountant shall comply with all other parts of the Code. 

100.7 A1 The principle of professional behavior requires a professional accountant to comply with 

relevant laws and regulations. Some jurisdictions might have provisions that differ from or go 

beyond those set out in the Code. Accountants in those jurisdictions need to be aware of 

those differences and comply with the more stringent provisions unless prohibited by law or 

regulation. 

Breaches of the Code 

R100.8 Paragraphs R400.80 to R400.89 and R900.50 to R900.55 address a breach of  

International Independence Standards. A professional accountant who identifies a breach of 

any other provision of the Code shall evaluate the significance of the breach and its  
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impact on the accountant’s ability to comply with the fundamental principles. The accountant 

shall also: 

(a) Take whatever actions might be available, as soon as possible, to address the 

consequences of the breach satisfactorily; and 

(b) Determine whether to report the breach to the relevant parties. 

100.8 A1 Relevant parties to whom such a breach might be reported include those who might have 

been affected by it, a professional or regulatory body or an oversight authority.  
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SECTION 110 

THE FUNDAMENTAL PRINCIPLES  

General 

110.1 A1 There are five fundamental principles of ethics for professional accountants: 

(a) Integrity – to be straightforward and honest in all professional and business 

relationships.  

(b) Objectivity – to exercise professional or business judgment without being compromised 

by:   

(i) Bias;  

(ii)  Conflict of interest; or  

(iii) Undue influence of, or undue reliance on, individuals, organizations, technology 

or other factors. 

(c) Professional Competence and Due Care – to:  

(i) Attain and maintain professional knowledge and skill at the level required to 

ensure that a client or employing organization receives competent professional 

service, based on current technical and professional standards and relevant 

legislation; and 

(ii) Act diligently and in accordance with applicable technical and professional 

standards. 

(d) Confidentiality – to respect the confidentiality of information acquired as a result of 

professional and business relationships.  

(e) Professional Behavior – to:  

(i) Comply with relevant laws and regulations;  

(ii) Behave in a manner consistent with the profession’s responsibility to act in the 

public interest in all professional activities and business relationships; and 

(iii) Avoid any conduct that the professional accountant knows or should know might 

discredit the profession. 

R110.2 A professional accountant shall comply with each of the fundamental principles. 

110.2 A1 The fundamental principles of ethics establish the standard of behavior expected of a 

professional accountant. The conceptual framework establishes the approach which an 

accountant is required to apply in complying with those fundamental principles. Subsections 

111 to 115 set out requirements and application material related to each of the fundamental 

principles.  
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110.2 A2 A professional accountant might face a situation in which complying with one fundamental 

principle conflicts with complying with one or more other fundamental principles. In such a 

situation, the accountant might consider consulting, on an anonymous basis if necessary, 

with: 

• Others within the firm or employing organization. 

• Those charged with governance. 

• A professional body. 

• A regulatory body. 

• Legal counsel. 

However, such consultation does not relieve the accountant from the responsibility to 

exercise professional judgment to resolve the conflict or, if necessary, and unless prohibited 

by law or regulation, disassociate from the matter creating the conflict.  

110.2 A3 The professional accountant is encouraged to document the substance of the issue, the 

details of any discussions, the decisions made and the rationale for those decisions. 

SUBSECTION 111 – INTEGRITY  

R111.1 A professional accountant shall comply with the principle of integrity, which requires an 

accountant to be straightforward and honest in all professional and business relationships.  

111.1 A1 Integrity involves fair dealing, truthfulness and having the strength of character to act 

appropriately, even when facing pressure to do otherwise or when doing so might create 

potential adverse personal or organizational consequences.  

111.1 A2 Acting appropriately involves:  

(a) Standing one’s ground when confronted by dilemmas and difficult situations; or   

(b) Challenging others as and when circumstances warrant,  

in a manner appropriate to the circumstances. 

R111.2 A professional accountant shall not knowingly be associated with reports, returns, 

communications or other information where the accountant believes that the information: 

(a) Contains a materially false or misleading statement; 

(b) Contains statements or information provided recklessly; or 

(c) Omits or obscures required information where such omission or obscurity would be 

misleading. 

111.2 A1 If a professional accountant provides a modified report in respect of such a report, return, 

communication or other information, the accountant is not in breach of paragraph R111.2. 
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R111.3 When a professional accountant becomes aware of having been associated with information 

described in paragraph R111.2, the accountant shall take steps to be disassociated from that 

information. 

SUBSECTION 112 – OBJECTIVITY 

R112.1 A professional accountant shall comply with the principle of objectivity, which requires an 

accountant to exercise professional or business judgment without being compromised by:  

(a)  Bias;   

(b)  Conflict of interest; or  

(c) Undue influence of, or undue reliance on, individuals, organizations, technology or 

other factors.  

R112.2 A professional accountant shall not undertake a professional activity if a circumstance or 

relationship unduly influences the accountant’s professional judgment regarding that activity.  

SUBSECTION 113 – PROFESSIONAL COMPETENCE AND DUE CARE  

R113.1 A professional accountant shall comply with the principle of professional competence and due 

care, which requires an accountant to:  

(a) Attain and maintain professional knowledge and skill at the level required to ensure 

that a client or employing organization receives competent professional service, based 

on current technical and professional standards and relevant legislation; and  

(b) Act diligently and in accordance with applicable technical and professional standards.  

113.1 A1 Serving clients and employing organizations with professional competence requires the 

exercise of sound judgment in applying professional knowledge and skill when undertaking 

professional activities.  

113.1 A2 Maintaining professional competence requires a continuing awareness and an understanding 

of relevant technical, professional, business and technology-related developments. 

Continuing professional development enables a professional accountant to develop and 

maintain the capabilities to perform competently within the professional environment. 

113.1 A3 Diligence encompasses the responsibility to act in accordance with the requirements of an 

assignment, carefully, thoroughly and on a timely basis.  

R113.2 In complying with the principle of professional competence and due care, a professional 

accountant shall take reasonable steps to ensure that those working in a professional 

capacity under the accountant’s authority have appropriate training and supervision. 

R113.3 Where appropriate, a professional accountant shall make clients, the employing organization, 

or other users of the accountant’s professional services or activities, aware of the limitations 

inherent in the services or activities. 
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SUBSECTION 114 – CONFIDENTIALITY 

R114.1 A professional accountant shall comply with the principle of confidentiality, which requires an 

accountant to respect the confidentiality of information acquired as a result of professional 

and business relationships. An accountant shall: 

(a) Be alert to the possibility of inadvertent disclosure, including in a social environment, 

and particularly to a close business associate or an immediate or a close family 

member; 

(b) Maintain confidentiality of information within the firm or employing organization; 

(c) Maintain confidentiality of information disclosed by a prospective client or employing 

organization;  

(d) Not disclose confidential information acquired as a result of professional and business 

relationships outside the firm or employing organization without proper and specific 

authority, unless there is a legal or professional duty or right to disclose;  

(e) Not use confidential information acquired as a result of professional and business 

relationships for the personal advantage of the accountant or for the advantage of a 

third party; 

(f) Not use or disclose any confidential information, either acquired or received as a result 

of a professional or business relationship, after that relationship has ended; and 

(g) Take reasonable steps to ensure that personnel under the accountant’s control, and 

individuals from whom advice and assistance are obtained, respect the accountant’s 

duty of confidentiality. 

114.1 A1 Confidentiality serves the public interest because it facilitates the free flow of information from 

the professional accountant’s client or employing organization to the accountant in the 

knowledge that the information will not be disclosed to a third party. Nevertheless, the 

following are circumstances where professional accountants are or might be required to 

disclose confidential information or when such disclosure might be appropriate: 

(a) Disclosure is required by law, for example: 

(iii) Production of documents or other provision of evidence in the course of legal 

proceedings; or 

(iv) Disclosure to the appropriate public authorities of infringements of the law that 

come to light; 

(b) Disclosure is permitted by law and is authorized by the client or the employing 

organization; and 

(c) There is a professional duty or right to disclose, when not prohibited by law: 

(i) To comply with the quality review of a professional body; 
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(ii) To respond to an inquiry or investigation by a professional or regulatory body; 

(iii) To protect the professional interests of a professional accountant in legal 

proceedings; or 

(iv) To comply with technical and professional standards, including ethics 

requirements.  

114.1 A2 In deciding whether to disclose confidential information, factors to consider, depending on the 

circumstances, include: 

• Whether the interests of any parties, including third parties whose interests might be 

affected, could be harmed if the client or employing organization consents to the 

disclosure of information by the professional accountant. 

• Whether all the relevant information is known and substantiated, to the extent 

practicable. Factors affecting the decision to disclose include: 

o Unsubstantiated facts. 

o Incomplete information. 

o Unsubstantiated conclusions. 

• The proposed type of communication, and to whom it is addressed. 

• Whether the parties to whom the communication is addressed are appropriate 

recipients. 

R114.2 A professional accountant shall continue to comply with the principle of confidentiality even 

after the end of the relationship between the accountant and a client or employing 

organization. When changing employment or acquiring a new client, the accountant is 

entitled to use prior experience but shall not use or disclose any confidential information 

acquired or received as a result of a professional or business relationship.  

SUBSECTION 115 – PROFESSIONAL BEHAVIOR 

R115.1 A professional accountant shall comply with the principle of professional behavior, which 

requires an accountant to:  

(a) Comply with relevant laws and regulations;  

(b) Behave in a manner consistent with the profession’s responsibility to act in the public 

interest in all professional activities and business relationships; and 

(c) Avoid any conduct that the accountant knows or should know might discredit the 

profession. 

A professional accountant shall not knowingly engage in any business, occupation or activity 

that impairs or might impair the integrity, objectivity or good reputation of the profession, and 

as a result would be incompatible with the fundamental principles. 
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115.1 A1 Conduct that might discredit the profession includes conduct that a reasonable and informed 

third party would be likely to conclude adversely affects the good reputation of the profession.  

R115.2 When undertaking marketing or promotional activities, a professional accountant shall not 

bring the profession into disrepute. A professional accountant shall be honest and truthful 

and shall not make: 

(a) Exaggerated claims for the services offered by, or the qualifications or experience of, 

the accountant; or 

(b) Disparaging references or unsubstantiated comparisons to the work of others. 

115.2 A1 If a professional accountant is in doubt about whether a form of advertising or marketing is 

appropriate, the accountant is encouraged to consult with the relevant professional body. 
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SECTION 120 

THE CONCEPTUAL FRAMEWORK  

Introduction  

120.1 The circumstances in which professional accountants operate might create threats to 

compliance with the fundamental principles. Section 120 sets out requirements and 

application material, including a conceptual framework, to assist accountants in complying 

with the fundamental principles and meeting their responsibility to act in the public interest. 

Such requirements and application material accommodate the wide range of facts and 

circumstances, including the various professional activities, interests and relationships, that 

create threats to compliance with the fundamental principles. In addition, they deter 

accountants from concluding that a situation is permitted solely because that situation is not 

specifically prohibited by the Code. 

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

(a) Identify threats to compliance with the fundamental principles; 

(b) Evaluate the threats identified; and 

(c) Address the threats by eliminating or reducing them to an acceptable level.  

Requirements and Application Material  

General 

R120.3 The professional accountant shall apply the conceptual framework to identify, evaluate and 

address threats to compliance with the fundamental principles set out in Section 110.  

120.3 A1 Additional requirements and application material that are relevant to the application of the 

conceptual framework are set out in: 

(a) Part 2 – Professional Accountants in Business;  

(b) Part 3 – Professional Accountants in Public Practice; and  

(c) International Independence Standards, as follows: 

(i) Part 4A – Independence for Audit and Review Engagements; and 

(ii) Part 4B – Independence for Assurance Engagements Other than Audit and 

Review Engagements. 

R120.4  When dealing with an ethics issue, the professional accountant shall consider the context in 

which the issue has arisen or might arise. Where an individual who is a professional 

accountant in public practice is performing professional activities pursuant to the accountant’s 

relationship with the firm, whether as a contractor, employee or owner, the individual shall 

comply with the provisions in Part 2 that apply to these circumstances.  
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R120.5 When applying the conceptual framework, the professional accountant shall:  

(a) Have an inquiring mind;  

(b)  Exercise professional judgment; and  

(c) Use the reasonable and informed third party test described in paragraph 120.5 A6. 

Having an Inquiring Mind 

120.5 A1 An inquiring mind is a prerequisite to obtaining an understanding of known facts and 

circumstances necessary for the proper application of the conceptual framework. Having an 

inquiring mind involves: 

(a)  Considering the source, relevance and sufficiency of information obtained, taking into 

account the nature, scope and outputs of the professional activity being undertaken; 

and 

(b) Being open and alert to a need for further investigation or other action. 

120.5 A2 When considering the source, relevance and sufficiency of information obtained, the 

professional accountant might consider, among other matters, whether: 

• New information has emerged or there have been changes in facts and circumstances.  

• The information or its source might be influenced by bias or self-interest. 

• There is reason to be concerned that potentially relevant information might be missing 

from the facts and circumstances known to the accountant.  

• There is an inconsistency between the known facts and circumstances and the 

accountant’s expectations.  

• The information provides a reasonable basis on which to reach a conclusion. 

• There might be other reasonable conclusions that could be reached from the 

information obtained.  

120.5 A3 Paragraph R120.5 requires all professional accountants to have an inquiring mind when 

identifying, evaluating and addressing threats to the fundamental principles. This prerequisite 

for applying the conceptual framework applies to all accountants regardless of the 

professional activity undertaken. Under auditing, review and other assurance standards, 

including those issued by the IAASB, accountants are also required to exercise professional 

skepticism, which includes a critical assessment of evidence.  

Exercising Professional Judgment 

120.5 A4 Professional judgment involves the application of relevant training, professional knowledge, 

skill and experience commensurate with the facts and circumstances, taking into account the 

nature and scope of the particular professional activities, and the interests and relationships 

involved.  
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120.5 A5 Professional judgment is required when the professional accountant applies the conceptual 

framework in order to make informed decisions about the courses of actions available, and to 

determine whether such decisions are appropriate in the circumstances. In making this 

determination, the accountant might consider matters such as whether:  

• The accountant’s expertise and experience are sufficient to reach a conclusion.  

• There is a need to consult with others with relevant expertise or experience.  

• The accountant’s own preconception or bias might be affecting the accountant’s 

exercise of professional judgment.  

Reasonable and Informed Third Party  

120.5 A6 The reasonable and informed third party test is a consideration by the professional 

accountant about whether the same conclusions would likely be reached by another party. 

Such consideration is made from the perspective of a reasonable and informed third party, 

who weighs all the relevant facts and circumstances that the accountant knows, or could 

reasonably be expected to know, at the time the conclusions are made. The reasonable and 

informed third party does not need to be an accountant, but would possess the relevant 

knowledge and experience to understand and evaluate the appropriateness of the 

accountant’s conclusions in an impartial manner. 

Identifying Threats  

R120.6 The professional accountant shall identify threats to compliance with the fundamental 

principles.  

120.6 A1 An understanding of the facts and circumstances, including any professional activities, 

interests and relationships that might compromise compliance with the fundamental 

principles, is a prerequisite to the professional accountant’s identification of threats to such 

compliance. The existence of certain conditions, policies and procedures established by the 

profession, legislation, regulation, the firm, or the employing organization that can enhance 

the accountant acting ethically might also help identify threats to compliance with the 

fundamental principles. Paragraph 120.8 A2 includes general examples of such conditions, 

policies and procedures which are also factors that are relevant in evaluating the level of 

threats. 

120.6 A2 Threats to compliance with the fundamental principles might be created by a broad range of 

facts and circumstances. It is not possible to define every situation that creates threats. In 

addition, the nature of engagements and work assignments might differ and, consequently, 

different types of threats might be created.  

120.6 A3 Threats to compliance with the fundamental principles fall into one or more of the following 

categories:  
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(a) Self-interest threat – the threat that a financial or other interest will inappropriately 

influence a professional accountant’s judgment or behavior;  

(b) Self-review threat – the threat that a professional accountant will not appropriately 

evaluate the results of a previous judgment made, or an activity performed by the 

accountant or by another individual within the accountant’s firm or employing 

organization, on which the accountant will rely when forming a judgment as part of 

performing a current activity;  

(c) Advocacy threat – the threat that a professional accountant will promote a client’s or 

employing organization’s position to the point that the accountant’s objectivity is 

compromised;  

(d) Familiarity threat – the threat that due to a long or close relationship with a client, or 

employing organization, a professional accountant will be too sympathetic to their 

interests or too accepting of their work; and  

(e) Intimidation threat – the threat that a professional accountant will be deterred from 

acting objectively because of actual or perceived pressures, including attempts to 

exercise undue influence over the accountant. 

120.6 A4 A circumstance might create more than one threat, and a threat might affect compliance with 

more than one fundamental principle. 

Evaluating Threats  

R120.7 When the professional accountant identifies a threat to compliance with the fundamental 

principles, the accountant shall evaluate whether such a threat is at an acceptable level.  

Acceptable Level 

120.7 A1 An acceptable level is a level at which a professional accountant using the reasonable and 

informed third party test would likely conclude that the accountant complies with the 

fundamental principles.  

Factors Relevant in Evaluating the Level of Threats  

120.8 A1 The consideration of qualitative as well as quantitative factors is relevant in the professional 

accountant’s evaluation of threats, as is the combined effect of multiple threats, if applicable.  

120.8 A2 The existence of conditions, policies and procedures described in paragraph 120.6 A1 might 

also be factors that are relevant in evaluating the level of threats to compliance with the 

fundamental principles. Examples of such conditions, policies and procedures include:  

• Corporate governance requirements.  

• Educational, training and experience requirements for the profession.  
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• Effective complaint systems which enable the professional accountant and the general 

public to draw attention to unethical behavior. 

• An explicitly stated duty to report breaches of ethics requirements. 

• Professional or regulatory monitoring and disciplinary procedures. 

Consideration of New Information or Changes in Facts and Circumstances  

R120.9 If the professional accountant becomes aware of new information or changes in facts and 

circumstances that might impact whether a threat has been eliminated or reduced to an 

acceptable level, the accountant shall re-evaluate and address that threat accordingly.  

120.9 A1 Remaining alert throughout the professional activity assists the professional accountant in 

determining whether new information has emerged or changes in facts and circumstances 

have occurred that: 

(a) Impact the level of a threat; or 

(b) Affect the accountant’s conclusions about whether safeguards applied continue to be 

appropriate to address identified threats. 

120.9 A2 If new information results in the identification of a new threat, the professional accountant is 

required to evaluate and, as appropriate, address this threat. (Ref: Paras. R120.7 and 

R120.10). 

Addressing Threats  

R120.10 If the professional accountant determines that the identified threats to compliance with the 

fundamental principles are not at an acceptable level, the accountant shall address the 

threats by eliminating them or reducing them to an acceptable level. The accountant shall do 

so by: 

(a) Eliminating the circumstances, including interests or relationships, that are creating the 

threats; 

(b) Applying safeguards, where available and capable of being applied, to reduce the 

threats to an acceptable level; or  

(c) Declining or ending the specific professional activity. 

Actions to Eliminate Threats 

120.10 A1 Depending on the facts and circumstances, a threat might be addressed by eliminating the 

circumstance creating the threat. However, there are some situations in which threats can 

only be addressed by declining or ending the specific professional activity. This is because 

the circumstances that created the threats cannot be eliminated and safeguards are not 

capable of being applied to reduce the threat to an acceptable level.  
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Safeguards  

120.10 A2 Safeguards are actions, individually or in combination, that the professional accountant takes 

that effectively reduce threats to compliance with the fundamental principles to an acceptable 

level.  

Consideration of Significant Judgments Made and Overall Conclusions Reached  

R120.11 The professional accountant shall form an overall conclusion about whether the actions that 

the accountant takes, or intends to take, to address the threats created will eliminate those 

threats or reduce them to an acceptable level. In forming the overall conclusion, the 

accountant shall:  

(a) Review any significant judgments made or conclusions reached; and 

(b) Use the reasonable and informed third party test.  

Other Considerations when Applying the Conceptual Framework 

Bias 

120.12 A1 Conscious or unconscious bias affects the exercise of professional judgment when 

identifying, evaluating and addressing threats to compliance with the fundamental principles.  

120.12 A2  Examples of potential bias to be aware of when exercising professional judgment include:  

• Anchoring bias, which is a tendency to use an initial piece of information as an anchor 

against which subsequent information is inadequately assessed. 

• Automation bias, which is a tendency to favor output generated from automated 

systems, even when human reasoning or contradictory information raises questions as 

to whether such output is reliable or fit for purpose. 

• Availability bias, which is a tendency to place more weight on events or experiences 

that immediately come to mind or are readily available than on those that are not.  

• Confirmation bias, which is a tendency to place more weight on information that 

corroborates an existing belief than information that contradicts or casts doubt on that 

belief. 

• Groupthink, which is a tendency for a group of individuals to discourage individual 

creativity and responsibility and as a result reach a decision without critical reasoning or 

consideration of alternatives.  

• Overconfidence bias, which is a tendency to overestimate one's own ability to make 

accurate assessments of risk or other judgments or decisions.   

• Representation bias, which is a tendency to base an understanding on a pattern of 

experiences, events or beliefs that is assumed to be representative. 
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• Selective perception, which is a tendency for a person's expectations to influence how 

the person views a particular matter or person. 

120.12 A3 Actions that might mitigate the effect of bias include:  

• Seeking advice from experts to obtain additional input. 

• Consulting with others to ensure appropriate challenge as part of the evaluation 

process.  

• Receiving training related to the identification of bias as part of professional 

development. 

Organizational Culture 

120.13 A1 The effective application of the conceptual framework by a professional accountant is 

enhanced when the importance of ethical values that align with the fundamental principles 

and other provisions set out in the Code is promoted through the internal culture of the 

accountant’s organization.  

120.13 A2 The promotion of an ethical culture within an organization is most effective when:  

(a) Leaders and those in managerial roles promote the importance of, and hold 

themselves and others accountable for demonstrating, the ethical values of the 

organization;   

(b) Appropriate education and training programs, management processes, and 

performance evaluation and reward criteria that promote an ethical culture are in place;   

(c) Effective policies and procedures are in place to encourage and protect those who 

report actual or suspected illegal or unethical behavior, including whistle-blowers; and  

(d) The organization adheres to ethical values in its dealings with third parties.  

120.13 A3 Professional accountants are expected to encourage and promote an ethics-based culture in 

their organization, taking into account their position and seniority. 

Considerations for Audits, Reviews, Other Assurance and Related Services Engagements  

Firm Culture 

120.14 A1 [Proposed] ISQM 1 sets out requirements and application material relating to firm culture in 

the context of a firm’s responsibilities to design, implement and operate a system of quality 

management for audits or reviews of financial statements, or other assurance or related 

services engagements.   

Independence 

120.15 A1 Professional accountants in public practice are required by International Independence 

Standards to be independent when performing audits, reviews, or other assurance 
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engagements. Independence is linked to the fundamental principles of objectivity and 

integrity. It comprises: 

(a) Independence of mind – the state of mind that permits the expression of a conclusion 

without being affected by influences that compromise professional judgment, thereby 

allowing an individual to act with integrity, and exercise objectivity and professional 

skepticism. 

(b) Independence in appearance – the avoidance of facts and circumstances that are so 

significant that a reasonable and informed third party would be likely to conclude that a 

firm’s or an audit or assurance team member’s integrity, objectivity or professional 

skepticism has been compromised.  

120.15 A2 International Independence Standards set out requirements and application material on how 

to apply the conceptual framework to maintain independence when performing audits, 

reviews or other assurance engagements. Professional accountants and firms are required to 

comply with these standards in order to be independent when conducting such 

engagements. The conceptual framework to identify, evaluate and address threats to 

compliance with the fundamental principles applies in the same way to compliance with 

independence requirements. The categories of threats to compliance with the fundamental 

principles described in paragraph 120.6 A3 are also the categories of threats to compliance 

with independence requirements.  

Professional Skepticism 

120.16 A1 Under auditing, review and other assurance standards, including those issued by the IAASB, 

professional accountants in public practice are required to exercise professional skepticism 

when planning and performing audits, reviews and other assurance engagements. 

Professional skepticism and the fundamental principles that are described in Section 110 are 

inter-related concepts. 

120.16 A2 In an audit of financial statements, compliance with the fundamental principles, individually 

and collectively, supports the exercise of professional skepticism, as shown in the following 

examples:  

• Integrity requires the professional accountant to be straightforward and honest. For 

example, the accountant complies with the principle of integrity by:  

o Being straightforward and honest when raising concerns about a position taken 

by a client.  

o Pursuing inquiries about inconsistent information and seeking further audit 

evidence to address concerns about statements that might be materially false or 

misleading in order to make informed decisions about the appropriate course of 

action in the circumstances. 

Deleted: 2

Formatted: English (United States)

Deleted: 3

Deleted: 3

Deleted: (a)

Deleted: ; and

Deleted: (b) 



 

64th MEETING OF THE  
PIOB TECHNICAL COMMITTEE 

28-30 SEPTEMBER 2020 
VIRTUAL MEETING 

Agenda Item 

1.2.2 
REVISIONS TO THE CODE TO PROMOTE THE ROLE AND MINDSET EXPECTED OF PROFESSIONAL ACCOUNTANTS 

44 

o Having the strength of character to act appropriately, even when facing pressure 

to do otherwise or when doing so might create potential adverse personal or 

organizational consequences. Acting appropriately involves:  

(a) Standing one's ground when confronted by dilemmas and difficult 

situations; or 

(b) Challenging others as and when circumstances warrant,  

in a manner appropriate to the circumstances. 

In doing so, the accountant demonstrates the critical assessment of audit evidence that 

contributes to the exercise of professional skepticism.  

• Objectivity requires the professional accountant to exercise professional or business 

judgment without being compromised by: 

(a) Bias;  

(b) Conflict of interest; or  

(c) Undue influence of, or undue reliance on, individuals, organizations, technology 

or other factors.  

For example, the accountant complies with the principle of objectivity by: 

(a) Recognizing circumstances or relationships such as familiarity with the client, 

that might compromise the accountant’s professional or business judgment; and  

(b) Considering the impact of such circumstances and relationships on the 

accountant’s judgment when evaluating the sufficiency and appropriateness of 

audit evidence related to a matter material to the client’s financial statements.  

In doing so, the accountant behaves in a manner that contributes to the exercise 

of professional skepticism. 

• Professional competence and due care requires the professional accountant to have 

professional knowledge and skill at the level required to ensure the provision of competent 

professional service, and to act diligently in accordance with applicable standards, laws 

and regulations. For example, the accountant complies with the principle of professional 

competence and due care by: 

(a) Applying knowledge that is relevant to a particular client’s industry and business 

activities in order to properly identify risks of material misstatement;  

(b) Designing and performing appropriate audit procedures; and  

(c) Applying relevant knowledge when critically assessing whether audit evidence 

is sufficient and appropriate in the circumstances.  
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In doing so, the accountant behaves in a manner that contributes to the exercise of 

professional skepticism. 
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PART 2 – PROFFESSIONAL ACCOUNTANTS IN BUSINESS  

SECTION 200 

APPLYING THE CONCEPTUAL FRAMEWORK – PROFESSIONAL ACCOUNTANTS 
IN BUSINESS 

… 

Requirements and Application Material  

General 

… 

200.5 A2 Professional accountants may promote the position of the employing organization when 

furthering the legitimate goals and objectives of their employing organization, provided that 

any statements made are neither false nor misleading. Such actions usually would not create 

an advocacy threat. 

200.5 A3 The more senior the position of a professional accountant, the greater will be the ability and 

opportunity to access information, and to influence policies, decisions made and actions 

taken by others involved with the employing organization. To the extent that they are able to 

do so, taking into account their position and seniority in the organization, accountants are 

expected to encourage and promote an ethics-based culture in the organization in 

accordance with paragraph 120.13 A3. Examples of actions that might be taken include the 

introduction, implementation and oversight of:  

• Ethics education and training programs.  

• Management processes and performance evaluation and reward criteria that promote 

an ethical culture. 

• Ethics and whistle-blowing policies.  

• Policies and procedures designed to prevent non-compliance with laws and 

regulations. 

Identifying Threats 

… 
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SECTION 220 

PREPARATION AND PRESENTATION OF INFORMATION 

… 

Requirements and Application Material  

General 

… 

220.3 A3 For the purposes of this section, preparing or presenting information includes recording, 

maintaining and approving information.  

R220.4 When preparing or presenting information, a professional accountant shall: 

(a)  Prepare or present the information in accordance with a relevant reporting framework, 

where applicable;  

(b)  Prepare or present the information in a manner that is intended neither to mislead nor 

to influence contractual or regulatory outcomes inappropriately; 

(c) Exercise professional judgment to: 

(i) Represent the facts accurately and completely in all material respects;  

(ii) Describe clearly the true nature of business transactions or activities; and  

(iii) Classify and record information in a timely and proper manner;  

(d) Not omit anything with the intention of rendering the information misleading or of 

influencing contractual or regulatory outcomes inappropriately;  

(e) Avoid undue influence of, or undue reliance on, individuals, organizations or 

technology; and 

(f) Be aware of the risk of bias.  

220.4 A1 An example of influencing a contractual or regulatory outcome inappropriately is using an 

unrealistic estimate with the intention of avoiding violation of a contractual requirement such 

as a debt covenant or of a regulatory requirement such as a capital requirement for a 

financial institution. 

… 

Relying on the Work of Others 

R220.7 A professional accountant who intends to rely on the work of other individuals, either internal 

or external to the employing organization, or other organizations shall exercise professional 

judgment to determine what steps to take, if any, in order to fulfill the responsibilities set out 

in paragraph R220.4.  

220.7 A1 Factors to consider in determining whether reliance on others is reasonable include:  

Deleted: and
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• The reputation and expertise of, and resources available to, the other individual or 

organization.  

• Whether the other individual is subject to applicable professional and ethics standards.  

Such information might be gained from prior association with, or from consulting others 

about, the other individual or organization. 

… 
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GLOSSARY, INCLUDING LISTS OF ABBREVIATIONS 

---  

Professional activity An activity requiring accountancy or related skills undertaken by a professional 

accountant, including accounting, auditing, tax, management consulting, and 

financial management. 

Professional judgment Professional judgment involves the application of relevant training, professional 

knowledge, skill and experience commensurate with the facts and circumstances, 

taking into account the nature and scope of the particular professional activities, 

and the interests and relationships involved. 

This term is described in paragraph 120.5 A4. 

Professional services Professional activities performed for clients.  

---  

Public interest entity (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 might 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. 

Reasonable and 

informed third party 

Reasonable and 

informed third party 

test 

The reasonable and informed third party test is a consideration by the professional 

accountant about whether the same conclusions would likely be reached by 

another party. Such consideration is made from the perspective of a reasonable 

and informed third party, who weighs all the relevant facts and circumstances that 

the accountant knows, or could reasonably be expected to know, at the time that 

the conclusions are made. The reasonable and informed third party does not need 

to be an accountant, but would possess the relevant knowledge and experience to 

understand and evaluate the appropriateness of the accountant’s conclusions in 

an impartial manner.  
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These terms are described in paragraph 120.5 A6. 

Related entity An entity that has any of the following relationships with the client: 

(a) An entity that has direct or indirect control over the client if the client is 

material to such entity; 

(b) An entity with a direct financial interest in the client if that entity has 

significant influence over the client and the interest in the client is material 

to such entity; 

(c) An entity over which the client has direct or indirect control; 

(d) An entity in which the client, or an entity related to the client under (c) 

above, has a direct financial interest that gives it significant influence over 

such entity and the interest is material to the client and its related entity in 

(c); and 

(e) An entity which is under common control with the client (a “sister entity”) if 

the sister entity and the client are both material to the entity that controls 

both the client and sister entity. 
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EFFECTIVE DATE 

This pronouncement will be effective as of December 31, 2021. Early adoption will be permitted. 
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About the IESBA 

The International Ethics Standards Board for Accountants® (IESBA®) is an independent global 

standard-setting board. The IESBA’s mission is to serve the public interest by setting ethics 

standards, including auditor independence requirements, which seek to raise the bar for ethical 

conduct and practice for all professional accountants through a robust, globally operable International 

Code of Ethics for Professional Accountants (including International Independence Standards) (the 

Code). 

The IESBA believes a single set of high-quality ethics standards enhances the quality and consistency 

of services provided by professional accountants, thus contributing to public trust and confidence in 

the accountancy profession. The IESBA sets its standards in the public interest with advice from the  

IESBA Consultative Advisory Group (CAG) and under the oversight of the Public Interest Oversight 

Board (PIOB). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The structures and processes that support the operations of the IESBA are facilitated by the 

International Federation of Accountants® (IFAC®).  

https://www.ethicsboard.org/
https://www.ethicsboard.org/international-code-ethics-professional-accountants
https://www.ethicsboard.org/international-code-ethics-professional-accountants
https://www.ethicsboard.org/consultative-advisory-group
https://www.ethicsboard.org/consultative-advisory-group
https://ipiob.org/
https://ipiob.org/
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I. Introduction 

1. At its June 2020 virtual meeting, the IESBA approved the revisions to the Code to promote the 

Role and Mindset expected of professional accountants (PAs) (Role and Mindset provisions) with 

the affirmative votes of 16 out of 16 IESBA members present. 

2. This Basis for Conclusions is prepared by IESBA staff and explains how the IESBA has addressed 

the significant matters raised on exposure. It relates to, but does not form part of, the Role and 

Mindset provisions approved by the IESBA.   

II. Background 

Development of the Project Proposal 

3. Over the past few years there have been calls for the Standard-setting Boards1 to enhance the 

way in which existing material in their standards addresses ‘professional skepticism’. In response 

to these calls and recommendations from a tripartite Professional Skepticism Working Group 

(PSWG) established by the IESBA, the IAASB and the former IAESB, the IESBA undertook a 

short-term professional skepticism project in 2017.   

4. As part of this short-term project, the IESBA developed application material to (a) supplement the 

references to professional skepticism in the Code by explaining how compliance with the 

fundamental principles supports the exercise of professional skepticism in audits, reviews and 

other assurance engagements, and (b) illustrate this linkage in the context of an audit of financial 

statements. In addition, the IESBA developed new application material relating to the exercise of 

professional judgment (see further discussion in Section III). This new material is contained in the 

revised and restructured Code, which was issued by the IESBA in April 2018 and became 

effective in June 2019. 

5. Having completed the short-term project, the IESBA moved on to tackle the broader topic of 

whether the Code should require all PAs to exercise ‘professional skepticism' when undertaking 

professional activities, whether in public practice or in business and, if so, how that objective 

should be achieved. This topic was included as a pre-commitment in the IESBA’s Proposed 2019-

2023 Strategy and Work Plan2 consultation paper issued in April 2018. 

6. In May 2018, the IESBA issued a Consultation Paper, Professional Skepticism – Meeting Public 

Expectations (the Consultation Paper or CP). Amongst other matters, the CP sought views on: 

• The mindset and behavioral characteristics expected of all PAs; 

• Whether the term ‘professional skepticism’, or other terms, should be used to describe such 

mindset and characteristics; and  

• Whether the Code should be further developed, and/or other actions outside the Code 

taken, to promote such mindset and behaviors.  

 
1  The International Auditing and Assurance Standards Board (IAASB), the IESBA, and the former International Accounting 

Education Standards Board (IAESB) 

2  The IESBA Strategy and Work Plan 2019-2023 was released in April 2019 

https://www.ethicsboard.org/projects/professional-skepticism-short-term-project
https://www.ethicsboard.org/publications/final-pronouncement-restructured-code-19
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
http://www.ifac.org/publications-resources/global-ethics-board-consults-professional-skepticism
http://www.ifac.org/publications-resources/global-ethics-board-consults-professional-skepticism
http://www.ifac.org/publications-resources/iesba-strategy-and-work-plan-2019-2023
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7. The issues raised in the CP were also discussed at four global roundtables between June and 

July 2018 which were attended by approximately 150 senior-level delegates. The IESBA received 

comments in response to the CP from over 60 respondents. The responses to the CP and the 

views expressed at the global roundtables gave strong support for the following propositions: 

• The mindset and behavioral characteristics set out in the CP3 should be expected of all 

PAs when performing professional activities. 

• Although the term ‘professional skepticism’ had been loosely used by some stakeholders 

to encapsulate that mindset and those behavioral characteristics, that term should be 

reserved for use only in an audit and assurance context and as defined in the auditing and 

assurance standards issued by the IAASB.  

• Section 1004 of the Code should be developed to better explain the mindset and behaviors 

expected of PAs, and to link that material with the fundamental principles and the 

conceptual framework.  

• The Code should be developed to better recognize the role of bias, pressure and other 

impediments in influencing behavior and how to mitigate the threats they create.    

8. Having considered the responses to the CP and views from the global roundtables, the IESBA 

approved a project proposal, “Promoting the Role and Mindset Expect ed of Professional 

Accountants” (Role and Mindset Project), at its September 2018 meeting.  

9. Amongst other matters, the scope of the project included: 

• Consideration of revisions to Part 1 of the Code to: 

o Describe the role, mindset and behavioral characteristics expected of all PAs when 

performing their professional activities (Section 100). 

o Explain the linkage between the role, mindset and behavioral characteristics 

expected of PAs on the one hand, and, on the other hand, the fundamental principles 

(Section 1105) and the conceptual framework (Section 1206). 

o Address threats to compliance with the fundamental principles arising from bias, 

pressure and other impediments, together with appropriate supporting material. 

• A review of other Parts of the Code to identify opportunities to emphasize and reinforce the 

mindset and behavioral characteristics expected of PAs in business and in public practice. 

• Development of material to explain the linkage between the mindset and behavioral 

characteristics set out in the Code and expected of all PAs and the concept of professional 

skepticism as defined in the IAASB’s standards. 

Exposure Draft 

 
3  See paragraph 10 of the CP 

4  Part 1, Complying with the Code, Fundamental Principles and Conceptual Framework, Section 100, Complying with the 

Code 

5  Section 110, The Fundamental Principles 

6  Section 120, The Conceptual Framework 

https://www.ifac.org/news-events/2018-07/2018-roundtables
https://www.ifac.org/system/files/meetings/files/Agenda-Item-7-Role-and-Mindset-Expected-of-PAs-Project-Proposal-Approved_0.pdf
https://www.ifac.org/system/files/meetings/files/Agenda-Item-7-Role-and-Mindset-Expected-of-PAs-Project-Proposal-Approved_0.pdf
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10. In July 2019, the IESBA released the Exposure Draft (ED), Proposed Revisions to the Code to 

Promote the Role and Mindset Expected of Professional Accountants.  

11. As stated in the ED’s Explanatory Memorandum, the proposed revisions, amongst other matters: 

• Highlighted the wide-ranging role of the accountancy profession in society and the 

relationship between compliance with the Code and a PA’s responsibility to act in the public 

interest. 

• Included enhancements to the fundamental principles of objectivity and professional 

behavior.  

• Strengthened the fundamental principle of integrity to include the determination to act 

appropriately in difficult situations. 

• Included some enhancements that reflect the impact of technology.  

• Required all PAs to have an inquiring mind when applying the conceptual framework. 

• Highlighted the importance of being aware of bias and having the right organizational 

culture. 

12. A total of 46 comment letters were received from various respondents, including a Monitoring 

Group member, other regulators and audit oversight bodies, national standard setters, IFAC 

member bodies, other professional bodies and firms. In summary: 

• Respondents were generally supportive of the objectives of the project and the proposals 

in the ED. 

• Key areas that drew the most significant comments and calls for further consideration by 

the IESBA related to the use of the terms “public interest” and “ethical values” as well as a 

PA’s responsibility to act in the public interest in the proposed material in Section 100 and 

Subsection 115.7 

• There was general support for the new requirement and application material on “having an 

inquiring mind” when conducting professional activities. Most comments related to 

refinements to the proposed text but there were also some that suggested replacing the 

term “inquiring mind.” 

• Respondents were generally supportive of the revisions relating to the concept of 

“determination to act appropriately,” technology, bias and organizational culture.  

13. The IESBA revised its proposals to address the significant matters raised by respondents to the 

ED, taking into account the input provided by the CAG.  

14. Key revisions to the proposals set out in the ED include: 

 
7  Subsection 115, Professional Behavior 

https://www.ifac.org/publications-resources/exposure-draft-proposed-revisions-code-promote-role-and-mindset-expected
https://www.ifac.org/publications-resources/exposure-draft-proposed-revisions-code-promote-role-and-mindset-expected
https://www.ethicsboard.org/publications-resources/exposure-draft-proposed-revisions-code-promote-role-and-mindset
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Section Key Revisions to the ED 

100 

• Removed the term “ethical values”  

• Clarified that compliance with the Code includes “giving appropriate regard to the 

aim and intent of the specific requirements”  

• Emphasized that compliance with the requirements of the Code does not mean that  

PAs will have always met their responsibility to act in the public interest 

111 
• Replaced “determination to act appropriately” with “strength of character to act 

appropriately” 

120 

• Clarified the concept of “having an inquiring mind” by refining the two key 

considerations involved with this way of thinking; and removed the phrase “critically 

evaluate” to avoid confusion about its relationship with “further investigation” 

• More clearly explained that the requirement to have an inquiring mind applies to all 

PAs and that, under audit, review and other assurance standards, PAs in public 

practice are also required to exercise professional skepticism 

120 
• Revised the description of groupthink as a category of bias and refined the actions 

that might mitigate the effect of bias 

120 

• Clarified in paragraph 120.13 A3 the role of individual PAs to promote ethical 

behavior and culture in their organizations, with cross-reference to paragraph 120.13 

A3 in Part 2, Section 2008 of the Code 

III. Acting in the Public Interest 

Responsibility to Act in the Public Interest 

15. The proposed revisions to Section 100 explained that compliance with the fundamental principles 

and application of the conceptual framework lie at the heart of compliance with the Code and play 

an important role in enabling PAs to meet their responsibility to act in the public interest. The 

IESBA also proposed to strengthen the fundamental principle of "professional behavior" in 

proposed paragraphs 110.1 A1 (e) and R115.1 (a) by including a requirement that PAs behave in 

a manner that is consistent with the profession’s responsibility to act in the public interest. This 

proposed revision was intended to reinforce the relationship between compliance with the 

fundamental principles and a PA’s responsibility to act in the public interest.  

16. Some respondents called for further explanation in the proposals to better describe these 

concepts to ensure that the PA’s responsibility and the proposed new requirement set out in 

 
8  Section 200, Applying the Conceptual Framework – Professional Accountants in Business 
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paragraphs 110.1 A1 (e) and R115.1 (a) are clearly understood and there is consistent application 

across jurisdictions.  

17. Other respondents did not support the proposed paragraphs 110.1 A1 (e) (i) and R115.1 (a). The 

key concern was that this proposed requirement appeared to have placed a personal duty on the 

individual PA to act in the public interest and arguably created a 6th fundamental principle. It was 

argued that upholding the public interest is the responsibility of the profession and that this 

responsibility is satisfied through PAs’ compliance with the spirit and letter of the Code. The point 

was made that if the profession’s responsibility was extended to each individual PA’s personal 

conduct as an additional requirement, it would put individual PAs in an impossible position. It was 

further suggested that the profession’s, or the individual PA’s, public interest responsibility is 

already supported by compliance with all of the fundamental principles and does not need to be 

further highlighted in the fundamental principle of professional behavior.  

18. On the other hand, a few respondents suggested that the proposed paragraphs 110.1 A1 (e) (i) 

and R115.1 (a) should reference a PA’s responsibility to act in the public interest instead of the 

profession’s responsibility and that this responsibility should also be mentioned in paragraph 

110.1 A1 as it is relevant to compliance with all of the fundamental principles. 

IESBA Decisions 

19. The IESBA recognized the rationale for the suggestion from some of the respondents to include 

additional material to further explain the concepts of “public interest” and “acting in the public 

interest,” i.e., that these are difficult concepts to understand. However, given the Code’s global 

and principles-based nature, the IESBA did not consider that it would be practicable to include 

such an explanation in the Code. That is because, when determining whether a decision or action 

is in the public interest, a PA needs to take into consideration a broad range of factors, some of 

which may be particular to the circumstances or to jurisdictional or social expectations. The IESBA 

noted that whilst the concept of public interest has been a long-standing concept, previous 

attempts to define it have failed.  

20. The IESBA considered the concern that the proposed material in paragraphs 110.1 A1 (e) (i) and 

R115.1 (a) had created a personal responsibility through a new 6th fundamental principle for PAs 

to act in the public interest. The IESBA did not agree that the proposed material would have such 

a consequence and noted that the concept of a PA having a responsibility to act in the public 

interest already exists in the extant Code in paragraph 100.1 A1. 

21. To address concerns that the proposals might impose an undue requirement on individual PAs, 

the Task Force proposed an amendment to the proposed text in the ED so that a PA would be 

required to “[c]onsider the profession’s responsibility to act in the public interest” (as opposed to 

being required to “[b]ehave in a manner that is consistent with the profession’s responsibility to 

act in the public interest”).  

22. However, a number of representatives from the IESBA Consultative Advisory Group (CAG), as 

well as the PIOB, did not support such a proposal because they did not consider that the proposed 

revised text would convey strongly enough the importance of a PA’s role with respect to his or her 

public interest responsibility.  

23. Upon deliberation, the IESBA concluded that the proposed revisions to the principle of 

professional behavior in the ED helped to emphasize the importance of PAs being proactive in 
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acting in the public interest and should, therefore, be retained. 

Letter and Spirit of the Code 

24. As the IESBA recognizes that the Code will not be completely “up-to-date” at any given point in 

time or be able to fully address the changing expectations of the public, it formed the view that 

for PAs to display the ethical behavior expected of them, they need to comply not only with the 

letter of the Code but also with its spirit.  

25. To explain the above point, the proposed text in the ED provided that “[c]ompliance with the 

Code… involves upholding the ethical values upon which the Code is based as well as complying 

with the specific requirements of the Code.” (Proposed paragraph 100.1 A1.) 

26. A number of respondents queried the meaning of the term “ethical values” and whether it equates 

to the fundamental principles. Others questioned whether the term properly conveyed the 

IESBA’s view that PAs need to comply with the spirit of the Code and not just the letter of the 

Code.   

IESBA Decisions  

27. The IESBA considered a number of different terms or phrases in place of “ethical values” to 

convey its view with respect to PAs needing to comply with both the letter and spirt of the Code. 

However, none were considered sufficiently clear in conveying the IESBA’s view. 

28. Upon deliberation, the IESBA determined that the intended meaning would be more effectively 

conveyed by replacing the proposed text with a new paragraph that states: “Complying with the 

Code includes giving appropriate regard to the aim and intent of the specific requirements.” This 

sentence is a clearer and more direct way to explain the IESBA’s intent that PAs need to comply 

not only with the letter of the Code but also with its spirit. 

Relationship between Compliance with the Code and Public Interest 

29. In developing the proposed material in the ED, the IESBA recognized that compliance with the 

Code does not mean that PAs will have necessarily discharged their responsibility to act in the 

public interest. The IESBA also recognized that compliance with the Code does not provide prima 

facie evidence, or a rebuttable assumption, that a PA has acted in the public interest. It also 

acknowledged that it does not have the authority to give such an assurance. 

30. Whilst acknowledging the Board’s view, a number of respondents suggested that use of the words 

“enables” and “meeting” in the proposed paragraph 100.1 A1 could be taken as meaning that a 

PA’s compliance with the Code would in fact meet the PA’s responsibility to act in the public 

interest. There were also some concerns about potential translation issues. Alternatives 

suggested by some respondents included substituting: 

• “enables” with “facilitates,” “supports” or "assists.” 

• “meet their responsibility to act in the public interest” with “manage their responsibility to 

act in the public interest.”  

• “act in the public interest” with “consider the public interest.”  

• “act in the public interest” with “give due consideration to the public interest.” 
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IESBA Decisions  

29. The IESBA reaffirmed its view that compliance with the requirements of the Code, including the 

fundamental principles, does not necessarily result in a PA meeting his or her responsibility to act 

in the public interest. The IESBA noted that in unusual or exceptional circumstances, compliance 

with the Code might not be in the public interest or meet a PA’s responsibility to act in the public 

interest.  

30. To more clearly express this view, the IESBA revised paragraph 100.3 A2 of the extant Code 

(paragraph 100.6 A3 in the final pronouncement) and added an introductory sentence: 

“Compliance with the requirements of the Code does not mean that professional 

accountants will have always met their responsibility to act in the public interest.” 

31. The IESBA also determined to retain the term “enables” as the term is already used in paragraph 

100.1 A1 of the extant Code. The IESBA did not agree that use of this term implies that a PA’s 

compliance with the Code will meet the PA’s responsibility to act in the public interest in every 

instance.  

IV. Strength of Character to Act Appropriately 

32. The IESBA proposed new application material to the fundamental principle of "integrity" in 

Subsection 111 to emphasize the importance of PAs having the determination to act appropriately 

when confronting dilemmas or difficult situations.  

33. Whilst respondents generally supported the IESBA’s proposal to add such new application 

material, some respondents suggested that the word “determination” be replaced with other 

words, such as “fortitude,” “courage of conviction” or “strength of character” to more accurately 

describe the concept. Other respondents felt that the proposed wording did not go far enough to 

prevent a PA intending to act with integrity from ultimately “giving in” to external pressures.                        

IESBA Decisions 

34. Upon deliberation, the IESBA replaced the phrase “determination to act appropriately” with 

“strength of character to act appropriately.” In reaching this decision, the IESBA considered that 

“strength of character” is the essential quality required if an individual is to have the determination 

to do the right thing and act accordingly.  

35. In response to the suggestion that the proposed paragraph 111.1 A2 be strengthened, the IESBA 

considered the material in the extant paragraph 111.1 A1 and concluded that the text would be 

clearer if the concept of “having the strength of character to act appropriately” is added to 

paragraph 111.1 A1 after “fair dealing” and “truthfulness” instead of being part of a separate 

paragraph.  

V. Having an Inquiring Mind 

37. The IESBA proposed revisions to paragraph R120.5 of the Code to include a new element that 

PAs should “have an inquiring mind” when applying the conceptual framework. Its proposals also 

included new application material to explain the concept and highlight that it is different in scope 

from the exercise of professional skepticism when performing audits, reviews and other 

assurance engagements.  
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38. In developing the proposals in the ED, the IESBA took into account responses to the 2018 

Consultation Paper and input received from the global roundtables. Some of the key factors the 

IESBA considered included that:  

• The existing material in Section 120 already captures some of the behavioral 

characteristics expected of PAs.  

• The proposed material should be scalable as the type and level of investigation and 

assessment necessary may vary depending on the type of professional activities being 

undertaken and the related facts and circumstances.  

• Any proposed concept and terms used should not cause confusion with the use of the term 

“professional skepticism” in the context of audit, review and assurance engagements.  

• The proposed concept should form part of exercising professional judgement.  

39. Respondents, including the Basel Committee on Banking Supervision (Basel Committee), were 

in large part supportive of the IESBA’s proposed material relating to the concept of “having an 

inquiring mind.”  

40. There was strong support for the IESBA’s proposed approach of retaining the term “professional 

skepticism” for audit, review and other assurance work for the purposes of the Code. A few 

respondents were of the view that proposed paragraph 120.5 A5 in the ED should more clearly 

differentiate the concepts of “having an inquiring mind” and “exercising professional skepticism.”  

41. Suggested refinements included recognizing the need to consider the integrity, source and 

relevance of the information obtained, and clarifying the difference between “further investigation” 

and “critical evaluation” in proposed paragraphs 120.5 A3 and 120.5 A4 in the ED.  

42. Some respondents were of the view that the term “inquiring mind” is not appropriate or does not 

sufficiently capture the type and level of thinking or questioning necessary when conducting 

professional activities. Some felt that an inquiring mind is a softer concept than a “skeptical mind,” 

a “questioning mind” or applying “professional challenge.” There was a view that the concept sets 

a somewhat low bar for PAs. It was also argued that whilst any skilled occupation desires and 

can embrace an inquiring mind, PAs have a responsibility to challenge matters, not just accept 

them at face value, and to take the necessary action in addition to any investigation.  

IESBA Decisions 

43. Given the support received, the IESBA approved revisions to establish the concept of “having an 

inquiring mind” to capture the thinking that is required for PAs to apply the conceptual framework 

as they carry out their professional activities. The IESBA also reaffirmed its view that the concepts 

of an inquiring mind and professional judgment should be expressed in the Code as separate 

concepts under paragraph R120.5.  

44. The IESBA made a number of refinements to strengthen the concept in paragraphs 120.5 A1 and 

120.5 A2, including revisions to: 

• The application material in paragraph 120.5 A1 to clarify that an inquiring mind is a 

prerequisite for obtaining an understanding of the known facts and circumstances required 

for the application of the conceptual framework.  
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• The two elements of “having an inquiring mind” in paragraphs 120.5 A1 (a) and (b).  These 

now include a consideration of the source, relevance and sufficiency of information 

obtained as well as being open and alert to a need for further investigation or other action.  

In doing so, the IESBA simplified the language by removing the term “critically evaluate” as 

having both this term and “further investigation” might create confusion about their meaning and 

how they should be applied.  

45. The IESBA also considered the comments received regarding the relationship between having 

an inquiring mind and exercising professional skepticism. In coordination with the IAASB, the 

IESBA revised paragraph 120.5 A3 to make it clear that, in addition to having an inquiring mind 

(which is required for all professional activities), PAs undertaking engagements to which auditing, 

review and other assurance standards apply are also required to exercise professional 

skepticism, which includes a critical assessment of evidence. The IESBA also concluded that 

further explanation of the relationship and differences between these two concepts should be 

addressed through non-authoritative guidance material, rather than in the Code.   

46. The IESBA considered suggestions for other terms in place of “inquiring mind,” including 

“questioning mindset” and “professional challenge.” The IESBA determined that the focus should 

be on the actions, characteristics and behaviors required of a PA rather than what a suitable 

covering term might be. As these suggested terms had been considered by the Board prior to 

approval of the proposed text for exposure, the IESBA determined that the term “inquiring mind” 

should be retained. 

VI. Bias and Organizational Culture  

Awareness of Bias 

47. Although bias is already cited as a factor that may impact objectivity in Section 110, the IESBA 

had supported proposed new application material in the ED to highlight the importance of being 

aware of one’s bias in the effective exercise of professional judgment and application of the 

conceptual framework.  

48. The IESBA included eight examples of bias in the ED.  In doing so, it took into consideration the 

proposed material on bias contained in the IAASB’s recent ED, International Standard on Auditing 

220 (Revised), Quality Management for an Audit of Financial Statement (ISA 220 (Revised) ED), 

which referred to four examples of bias: anchoring bias, availability bias, confirmation bias and 

overconfidence bias. 

49. Respondents were generally supportive of the proposed material on the importance of being 

aware of the impact of bias in proposed paragraphs 120.12 A1 to 120.12 A3. The majority of the 

respondents’ comments related to the list of examples of bias set out in the proposed paragraph 

120.12 A2. These comments included suggested changes to the proposed examples such as 

grouping similar types of biases together, deleting automation bias, and including additional 

examples, including authority bias, information bias, halo bias and background bias. 

IESBA Decisions 

50. With regards to the list of examples of bias, the IESBA: 

• Agreed to revise the description of “Groupthink.” 

http://www.ifac.org/publications-resources/exposure-draft-international-standard-auditing-220-revised-quality-management
http://www.ifac.org/publications-resources/exposure-draft-international-standard-auditing-220-revised-quality-management
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• Concluded that automation bias should be retained in the proposed list given the increasing 

role and significance of technology in the accounting, assurance and finance functions.  

• Determined that the additional examples of bias suggested by the respondents would not 

add substantive value as authoritative material.  

51. To maintain proportion and balance in the Code and avoid undue prescription and complexity, the 

IESBA will consider the development of non-authoritative guidance material to discuss types of 

bias more comprehensively in due course. 

51. Following coordination between this project and the IAASB’s ISA 220 (Revised) project, the 

IAASB agreed to incorporate two examples of bias (“Automation Bias” and “Groupthink”) from the 

Role and Mindset provisions into its proposed ISA 220 (Revised) text in addition to the existing 

four examples. The IAASB also agreed to align the description of all six examples of bias in ISA 

220 (Revised) with those in the Role and Mindset provisions.  

52. Finally, to strengthen the application material in paragraph 120.12 A3 relating to actions that might 

mitigate the impact of bias, the IESBA added a new example – receiving training relating to the 

identification of bias as part of professional development. 

Importance of Organizational Culture 

53. The IESBA proposed new application material in the ED to highlight the importance that a positive 

internal organizational culture has on the effective application of the conceptual framework 

(proposed paragraph 120.13 A1). In addition, the IESBA proposed application material to 

emphasize that such a culture is most effective when demonstrated by the organizations and their 

leaders acting ethically both internally and when dealing with third parties (proposed paragraph 

120.13 A2).  The proposed material also referenced the IAASB’s proposed ISQM 19 as a reminder 

of the importance of firm culture (proposed paragraph 120.14 A1 under a new subheading “Firm 

Culture”).  

54. Respondents generally agreed that organizational culture and leadership play a significant role 

in the ethical behavior of PAs and supported the proposals set out in paragraphs 120.13 A1 to 

120.14 A1. 

55. With respect to those conditions listed in the proposed paragraph 120.13 A2 that would most 

effectively create an ethical culture within an organization:  

• Some respondents highlighted the importance of whistle-blowing policies and procedures 

that protect those who choose to report unethical behavior in promoting an ethical 

organizational culture. They recommended that such policies be included in paragraph 

120.13 A2. 

• Other suggested changes and additions included, amongst other matters, a clearer concept 

of “tone at the top,” monitoring and investigation policies and procedures, corporate risk 

management plans, reward criteria and open and frequent communication.  

56. Several respondents were of the view that the responsibility to promote an ethical culture within 

an organization is not restricted to those at the top. They suggested that the new application 

 
9  Proposed ISQM 1, Quality Management for Firms that Perform Audits or Reviews of Financial Statements, or Other 

Assurance or Related Services Engagements 
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material should highlight a PA’s responsibility to promote such culture, irrespective of their role 

and the prevailing organizational ethical culture.  

57. The Basel Committee further noted that, as organizational culture should not affect the 

applicability of the Code, the Code should clearly explain that its requirements apply regardless 

of the organizational culture within which a PA operates.  

IESBA Decisions 

58. After duly reflecting on the comments received, the IESBA agreed to strengthen the material on 

the conditions for the effective promotion of an ethical organizational culture in paragraph 120.13 

A2 by: 

• Clarifying that leaders and those in managerial roles have a role in promoting the 

importance of the ethical values of the organization. 

• Recognizing the role of reward criteria and effective policies and procedures that encourage 

and protect those who report actual or suspected illegal or unethical behavior, including 

whistle-blowers.  

59. Upon deliberation, the IESBA also approved a new paragraph (paragraph 120.13 A3) that 

reminds individual PAs of their role in promoting ethical behavior and culture in their organization, 

taking into account their position and seniority. The language of the new application material is 

drawn from the extant paragraph 200.5 A3 in Part 2 of the Code, with a reference added in the 

latter to the new paragraph 120.13 A3.  

60. The IESBA also determined that further revisions to the proposals to address the Basel 

Committee’s comment are not necessary as the proposed paragraphs 120.13 A1 to 120.13 A2 

do not suggest, or are not likely to be perceived as suggesting, that individual PAs can use a poor 

ethical culture within their organizations as a reason not to comply with the requirements of the 

Code. 

VII. Other Significant Matters 

The Impact of Technology 

61. Although the IESBA’s Technology Working Group was not due to present its Phase 1 final report 

and recommendations for the Board’s consideration until December 2019, 10  the IESBA 

considered that it should not defer including appropriate reminders in Part 1 of the Code about 

the potential impact of technology on compliance with the Code. 

62. The IESBA proposed to: 

• Revise the description of "objectivity" in Part 1 of the Code to highlight the risks of 

technology impairing a PA’s objectivity. 

• Include “automation bias” in the list of examples of bias in paragraph 120.12 A2. 

 
10  The IESBA released its Technology Working Group Phase 1 Final Report in February 2020 

https://www.ethicsboard.org/publications/iesba-technology-working-groups-phase-1-report
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• Highlight the importance of maintaining an awareness and understanding of technology-

related developments when complying with the fundamental principle of “professional 

competence and due care” in Subsection 113.11 

63. Respondents were generally in agreement that material to address technology-related issues in 

greater detail should be developed as part of the IESBA’s project on technology. They did not 

consider that there were any additional technology-related matters that should be addressed as 

part of the Role and Mindset project beyond those proposed in the ED.   

IESBA Decisions 

64. In light of the comments received, the IESBA concluded that further revisions to address the 

impact of technology were not necessary as part of this project. 

The Description of Objectivity 

65. In addition to the above proposed changes to highlight the risks of technology, the IESBA also 

proposed to revise the description of “objectivity’ so it is expressed more positively. 

66. Respondents were generally supportive of the IESBA’s proposals in this regard. 

IESBA Decisions 

67. In light of the comments received, the IESBA concluded that no further revisions to the text were 

necessary.  

VIII. Effective Date 

68. Some respondents to the ED have called for a period of stability, particularly with respect to the 

newly enhanced conceptual framework after the Revised and Restructured Code became 

effective in June 2019.  

69. The IESBA noted that this project was a strategic pre-commitment to respond to longstanding 

public interest concerns about strengthening the Code with respect to PAs’ responsibilities on the 

topic of “professional skepticism.” Given the principles-based nature of the final provisions and 

the fact that they are not extensive, the IESBA does not anticipate an inordinate burden as 

regards their implementation. The IESBA determined that 12 to 18 months from issuance of the 

approved text should provide for a reasonable lead time for adoption and implementation.  

70. Accordingly, the IESBA set the effective date of the final provisions to be as of December 31, 

2021. Early adoption will be permitted.  

 

 
11  Subsection 113, Professional Competence and Due Care, paragraph 113.1 A2 

https://www.ethicsboard.org/consultations-projects/technology
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TO: PUBLIC INTEREST OVERSIGHT BOARD 
 
FROM: JAMES GUNN, MANAGING DIRECTOR, PROFESSIONAL STANDARDS 
 
DATE: September 1, 2020 
 
RE: APPROVAL OF DUE PROCESS FOR REVISIONS TO THE CODE TO 

PROMOTE THE ROLE AND MINDSET EXPECTED OF 
PROFESSIONAL ACCOUNTANTS  

 

Section 1 Pronouncement Approved 

1.1 In June 2020, the IESBA unanimously approved the revisions to the Code to promote the role 

and mindset expected of professional accountants (PAs). 

1.2 In support of the PIOB approving the due process followed for the final pronouncement, the 

following are attached to this memorandum:  

Agenda Item X.1.2 Final Pronouncement, Revisions to the Code to Promote the Role and 
Mindset Expected of Professional Accountants  

(Marked from Extent also shown, for information)  

Agenda Item X.1.3 Basis for Conclusions 

Agenda Item X.1.4 Due Process Checklist 

Section 2 Description of Due Process  

2.1 The revisions to the Code to promote the role and mindset expected of PAs have been developed 

and exposed in accordance with the IESBA’s Structure drafting conventions. For this final 

pronouncement, the IESBA: 

• Approved a project proposal for commencement of work to revise the Code to promote the 

role and mindset expected of PAs.  

• Consulted with stakeholders on the issues to be addressed in the project through the 

issuance of a consultation paper and the holding of four global roundtables. 

• Consulted with the IESBA Consultative Advisory Group (CAG) on: 

o The project proposal; and  

o The significant issues relating to the development of the proposed pronouncement.  

Any significant comments received through the consultation with the IESBA CAG have 

been brought to the IESBA’s attention, and the Project Task Force has reported back to 

the IESBA CAG the results of the IESBA’s deliberations. 
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• Approved and issued an exposure draft of the proposed revisions to the Code for public 

comment, together with an explanatory memorandum highlighting, amongst other matters, 

the significant proposals of the IESBA.  

• Considered an analysis of the significant issues raised by respondents on the exposure 

draft, including an outline of their proposed disposition and, as appropriate, the reasons 

significant changes recommended by respondents have, or have not, been accepted. 

• After members had familiarized themselves with the issues raised in comment letters: 

o Deliberated significant matters raised in the comment letters received, including 

consideration of whether there were any issues raised by respondents, in addition to 

those summarized by the Task Force, that members considered should be 

discussed; and 

o Amended the proposed revisions to the Code accordingly. 

• Consulted with the IESBA CAG on significant issues raised in comment letters on the 

exposure draft and the IESBA’s related responses. The CAG did not have any comments 

on the matters raised on the exposure draft. 

• Considered but did not find need to conduct a field test of the proposals. 

• Approved the final wording of the proposed revisions to the Code. 

• Concluded that there were no substantial amendments to the proposed revisions to the 

Code that warranted re-exposure. 

• Confirmed that it followed due process with regard to the revisions to the Code. 

2.2 Following approval of the revisions, IESBA Staff completed a Basis for Conclusions for the 

pronouncement, which was circulated to the IESBA for comment. The Basis for Conclusions 

document, inclusive of the IESBA’s comments, is attached for information.  

Section 3 Recommendation 

3.1 It is recommended that the PIOB accept that the revisions to the Code to promote the role 

and mindset expected of professional accountants have duly been approved by the IESBA 

in accordance with due process. 

 



 

64th MEETING OF THE  
PIOB TECHNICAL COMMITTEE 

28-30 SEPTEMBER 2020 
VIRTUAL MEETING 

Agenda Item 

1.3 
 

1 
 

PIOB’s Public Interest issues: IESBA projects 

 

The PIOB’s recommendations are based on the proposals discussed by the IESBA 
as of June 2020. 

For further information and details about the IESBA projects, please refer to the 
IESBA website: https://www.ethicsboard.org/consultations-projects 

Update of this document: July 1st, 2020 

 

Non-Assurance Services (NAS) 
The PIOB expects a significant revision of the provision of NAS, ultimately 
addressing independence issues 
 
The PIOB expects a significant revision of the provision of NAS to address 
independence issues. 
 
The PIOB welcomes the current IESBA proposals to prohibit firms and network 
firms from providing NAS to audit clients that are PIEs, “if a self-review threat will 
be created in relation to the audit of the financial statements on which the firm 
will express an opinion”.  
 
The PIOB also welcomes the prohibition for audit firms to provide certain NAS, 
such as bookkeeping and accounting services, to audit clients which are PIEs, 
“when the results of the services create a self-review threat that affects the 
accounting records or the financial statements on which the firm will express an 
opinion”. Exceptions are no longer allowed. 
 
The requirement for audit firms to obtain agreement from TCWG before providing 
NAS to audit clients that are PIEs is a necessary measure responsive to PIOB’s 
suggestions. 
Provisions on Tax Services, within NAS, should be reviewed 
 
The initial proposals, within the NAS provisions, set the bar too low in allowing 
tax services. 
 
The PIOB requested a revision of the text in R 604.4, which could have 
unintended consequences and be read as promoting aggressive tax planning 
rather than reasonable conservatism as expected from the audit profession. The 
IESBA revised and enhanced the text. 

 

https://www.ethicsboard.org/consultations-projects
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Fees 
Potential impact of fee levels and their significance on auditor independence 
 
As shown in several studies, the share of revenue from consulting services is 
increasing in relation to audit. Accountancy firms may devote fewer and lower 
quality resources to audit activities. The relative level of fees in audit and in 
consulting, as well as overall revenues, should be considered from the 
perspective of ensuring high quality audits.  
 
For audit clients that are PIEs, the PIOB acknowledges the requirement for audit 
firms to communicate fees to Those Charged With Governance (TCWG) and to 
disclose fee-related information publicly. 
 
On fee dependency from a client, the proposed changes require firms to disclose 
to TCWG whether the total fees from a PIE audit client exceed the threshold of 
15% of the total fees received by the audit firm. The PIOB notes the possibility of 
ending the audit engagement if the total fees from a PIE audit client exceed the 
threshold of 15% for five consecutive years. 

 

 

Promoting the Role and Mindset Expected of Professional Accountants (R&M – 
formerly Professional Skepticism) 
Applicability of a minimum level of Professional Skepticism or other suitable 
term 
 
PIOB supports the idea that all professional accountants should apply a minimum 
level of PS (or other suitable term, such as “critical mindset”).  
 
The PIOB welcomes the final text of R&M, including: applicability of professional 
judgment to all PAs; responsibility of PAs to act in the public interest; requirement 
to exercise professional judgment “with an inquiring mind”; application material 
on the threat of “automation bias” and on the importance of firm “culture” with 
a reference to ISQM1. 

 

 

Definition of PIEs 
Importance of the definition of PIE and coordination with the IAASB 
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Definition of PIEs 
The definition of PIE is crucial to determine the categories of entities that are 
subject to stricter provisions in the Code. It affects important projects such as NAS 
and Fees. 
 
Coordination with the IAASB is sought, to align the ISAs with the Code of Ethics 
and apply the two sets of standards consistently. 
 
The definition of PIE should include all entities with a public interest impact on 
society (e.g. financial institutions, listed companies, significant utility companies), 
as well as those defined as PIEs by national regulators in their own jurisdictions, 
to ensure the global applicability of the Code of Ethics. Consideration should be 
given to any other entities outside the financial sector that could pose a threat to 
financial stability. 

 

 

Objectivity of Engagement Quality Reviewers 
Clarify interaction of cooling-off period addressing Objectivity of the 
Engagement Quality Reviewer with cooling-off in Long Association provisions 
(Section 540) 
 
The IESBA should clarify that the cooling-off period addressing threats to 
objectivity of an Engagement Partner (EP), when moving to the role of an 
Engagement Quality Reviewer (EQR), is different from and does not substitute the 
cooling-off period required in the Long Association provisions (Section 540) 
addressing independence and familiarity threats from an audit client.  
 
In addition, Section 540 should explicitly explain the implications of the cooling-
off period addressing threats to Objectivity on the 7-year “time-on” allowed with 
an audit client. Restrictions on the different Key Audit Partners’ roles allowed 
during that time of service should be clarified. For instance, an Engagement 
Partner who has served for five years will not be able to become Engagement 
Quality Reviewer during the remaining “time-on” period, after which he or she 
will be also affected by the cooling-off period set in Section 540. 
 
The PIOB welcomes the revisions and the guidance included in the Code, 
however the interactions of the current proposals with other extant requirements 
in the Code, may create unintended consequences and hinder understandability 
and applicability of the Code of Ethics.   
Cooling-off requirements should be explicit in the Code of Ethics  
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Objectivity of Engagement Quality Reviewers 
Identifying threats to Objectivity of the Engagement Quality Reviewer and 
applying safeguards to address those threats are ethical matters that should be 
dealt with comprehensively within the Code of Ethics.  
 
While the Code should remain principles-based whenever possible, certain 
significant matters that impact the public interest may require more 
prescriptiveness. An extant example is the cooling off period included in Long 
Association in the Code.  The requirement of a cooling-off period for an EP that 
moves to an EQR role, currently proposed to be included only in ISQM2, is a 
significant requirement that  should be established as a requirement within the 
Code to ensure consistency of both sets of standards (ISAs and the Code) and 
within the Code.  
 
Scalability of these requirements should be duly taken into account and, in 
particular, the implications on the applicability by Small and Medium Practice 
(SMPs) firms. 
Coordination needed between IESBA and IAASB in relation to scope of 
application of a cooling-off requirement 
 
The scope of the cooling-off requirement in ISQM2 should be fully aligned with 
the Code of Ethics, especially in relation to applicability to PIEs vs. other types of 
entities (e.g. listed entities). The PIOB acknowledges the coordination between 
IESBA and IAASB in developing this project. However, further coordination 
should be sought to ensure that there is consistent application of requirements 
across the universe of entities. 
  
Given the different level of adoption of ISAs vs. the Code, the implications on the 
application of the requirements to different types of entities should be carefully 
considered. 

 

 

Audit Firms Business Model 
Audit Firms’ Business Model may be a barrier to auditor independence and 
Audit Quality 
 
The audit firm business model can be seen as a barrier to independence, to the 
effective implementation of Professional Skepticism, and to audit quality. 
  
The current approach in the NAS and Fees projects does not challenge the 
concept of multidisciplinary audit firms. 
 



 

64th MEETING OF THE  
PIOB TECHNICAL COMMITTEE 

28-30 SEPTEMBER 2020 
VIRTUAL MEETING 

Agenda Item 

1.3 
 

5 
 

Audit Firms Business Model 
Recognizing that the business model is a complex issue and that ethical issues 
are just one aspect of it, the PIOB recommends considering this issue while 
advancing other projects (NAS, Fees). Continued coordination with the IAASB 
and other stakeholders is encouraged to identify ways to address the topic. 

 

 

Technology 
Ethical implications of Artificial Intelligence (AI) 
 
As a consequence of the increased use of technology by larger firms and the lack 
of guidance, it is in the public interest for the IESBA to develop guidance and 
create a framework for evaluating ethical issues and biases when the firms use 
automation and artificial intelligence to perform audit procedures.  
 
The PIOB appreciates the consideration given by the IESBA to developing 
guidance on ethical issues when audit firms use technology and encourages 
IESBA to address the relevant issues on a timely basis. 
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Sept 3, 2020 

Public Interest Oversight Board (via electronic mail) 

Madrid, Spain 

 

Dear Chairman and members of the Public Interest Oversight Board 

I am pleased to submit my second quarter report for 2020, including a summary of Q21 highlights for your 

September 2020 meeting.  

At our June 2020 meeting, the IESBA unanimously approved revisions to the Code arising from our project 

addressing the role and mindset expected of professional accountants. The revisions emphasize 

accountants’ responsibility to act in the public interest and enhance the descriptions of four fundamental 

principles – integrity, objectivity, professional competence & due care, and professional behavior. In 

addition, the new pronouncement features a new requirement for accountants to have an inquiring mind 

when applying the Code’s conceptual framework, and it provides new application material to highlight the 

impact of bias in exercising professional judgment and in applying the Code’s conceptual framework. 

Anticipating the PIOB’s approval of the draft pronouncement in September, a number of awareness raising 

initiatives for Q4 and beyond are already planned to promote adoption of the revisions that will come into 

effect in December 31, 2021, with early adoption permitted.  

I am also pleased to report that at its additional July meeting, the IESBA provided directional input to the 

Non-Assurance Services (NAS) and Fees Task Forces to assist in their consideration of significant 

comments raised by respondents to our January 2020 Exposure Drafts (EDs): Proposed Revisions to the 

Non-Assurance Services Provisions of the Code and Proposed Revisions to the Fee-related Provisions of 

the Code. The EDs were open for public comments until June 4, 2020 – extended from May 4, 2020 to 

allow respondents impacted from COVID-19 more time to respond. We anticipate finalizing the NAS and 

fee-related revisions in December 2020.  

Coordinating topics of mutual interest continues to be a strategic priority for both the IESBA and the IAASB. 

Regarding the release of the Monitoring Group Report, Chairman Seidenstein and I are working closely 

together to formulate common proposals on the implementation of the reforms that we fully embrace in our 

July 2020 joint statement. We have a keen joint interest and responsibility to manage a non-disruptive 

transition of our respective Boards to the new arrangements while also progressing our current ambitious 

standard-setting work plans. 

In relation to our current work plans, the IESBA received an update on various coordination work-streams 

in Q2, including in relation to the ethics- and independence-related aspects of the IAASB’s Quality 

 
1  Due to the COVID-19 pandemic, the IESBA’s in-person June 2020 was held virtually, and an additional virtual meeting was 

held in July 2020. 

https://www.ifac.org/system/files/publications/files/FINAL-IESBA-ED-Proposed-Revisions-to-the-NAS-Provisions-of-the-Code.pdf
https://www.ifac.org/system/files/publications/files/FINAL-IESBA-ED-Proposed-Revisions-to-the-NAS-Provisions-of-the-Code.pdf
https://www.ifac.org/system/files/publications/files/FINAL-IESBA-ED_Proposed-Revisions-to-the-Fee-related-Provisions-of-the-Code_0.pdf
https://www.ifac.org/system/files/publications/files/FINAL-IESBA-ED_Proposed-Revisions-to-the-Fee-related-Provisions-of-the-Code_0.pdf
https://www.ethicsboard.org/news-events/2020-07/international-audit-and-ethics-standards-boards-embrace-conclusion-monitoring-group-review-and
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Management (QM) projects. The IESBA noted the IAASB’s plans to defer the approval of the QM standards 

from June to September 2020. We also discussed two relevant IESBA work streams.  

• First, we considered the significant comments raised by respondents to the its January 2020 ED, 

Proposed Revision to the Code Addressing the Objectivity of Engagement Quality Reviewers, and 

related Task Force responses, which included a revised draft of the ED proposals. I acknowledge 

PIOB’s views about the public interest matters to be considered in relation to the project which has 

been carefully considered by the Task Force in addition to IESBA members’ input from our June 

meeting deliberations. The IESBA will consider the Task Force’s updated thinking which includes 

revisions to incorporate comments during its September 2020 meeting. In this regard, I look forward 

to briefing PIOB members on the revisions that the IESBA’s September meeting deliberations and 

decisions to respond to the PIOB’s latest publication of their Public Interest issues. 

• Second, the IESBA received an update on the preliminary discussions of the Engagement Team-

Group Audits Independence project and focused on the Code’s approach to independence in a group 

audit context. As part of this project, the IESBA will explore an approach to align the extant Code’s 

definition of “engagement team” with the proposed revised definition of the same term under ISA 220 

(Revised), Quality Management for an Audit of Financial Statements while ensuring that the 

independence provisions in the Code are clear and appropriate when applied to the revised definition.   

During Q2, the IESBA continued to work diligently on its other projects and initiatives, including: 

• The project to review the Code’s definition of the terms “listed entity” and “public interest entity” (PIE). 

The IESBA provided input to the Task Force on its proposals, which included a draft list of PIE 

categories, and a proposal for firms to indicate in their auditor’s report whether the audit client has 

been treated as a PIE. Initially planned to commence in 2021, this project was accelerated because 

of its strategic importance and its relevance to the proper application of the NAS and fee-related 

proposals. Accordingly, the effective dates of the revised terms —“listed entity” and “PIE” — and the 

final pronouncements arising from the NAS and Fees projects will be aligned. Also, as there is 

considerable overlap between the Code’s definition of a PIE and the IAASB’s description of “entity of 

significant public interest” (ESPI). Therefore, the IESBA continues to coordinate its efforts very closely 

with the IAASB, and in this regard, IESBA representatives provided a project update to the full IAASB 

in July 2020.  

• The IESBA’s Technology project which involves a consideration of issues related to the seven 

recommendations in the Technology Working Group Phase 1 Final Report. The IESBA provided 

directional input on possible options to address threats to the fundamental principles arising from the 

complexity of the professional environment in which professional accountants work and discussed 

how to address threats to independence created by new types of engagements arising from the sale 

or licensing of new technology tools, and the location for this new material in the Code. Recognizing 

that the resulting revisions may ultimately affect the Code’s NAS provisions, the NAS and Technology 

Task Force Chairs and staff are coordinating their respective work streams having regard to their 

respective project scopes.   

• The Tax Planning & Related Services Information Gathering Initiative. The IESBA was briefed on the 

progress made on this important initiative. Among other matters, we discussed the inter-related 

https://www.ifac.org/system/files/publications/files/Explanatory-Memo-Engagement-Quality-Reviewer-Objectivity.pdf
https://ipiob.org/index.php/projects-iesba
https://www.youtube.com/watch?v=A06Npe1dWnw
https://www.ethicsboard.org/publications/iesba-technology-working-groups-phase-1-report
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impact of tax planning on compliance with each of the fundamental principles and the increased focus 

on Environmental, Social and Corporate Governance (ESG) reporting. Despite the challenges 

involved in stakeholder engagement in the COVID-19 environment, the Working Group’s research 

to-date has benefited from extensive outreach, including from representatives of the Organization for 

Economic Co-operation and Development (OECD), members of European Parliament, and global 

tax leaders in the Big 4 accounting firms. The IESBA will consider a preliminary draft of Working 

Group’s recommendations in March 2021. 

• Phase 2 eCode Activities. The IESBA received an update on the status of its eCode Phase 2 work. 

A key enhancement is a new versioning feature that will allow users the ability to toggle between 

extant authoritative text of the Code and new pronouncements with future effective dates which is 

now live. We also learned that the technological infrastructure and related IFAC intellectual property 

agreements that have been put in place to facilitate the transfer of the eCode platform to PAOs and 

NSS who wish to leverage it in developing their local eCodes. IESBA members noted with interest 

the progress update on IFAC’s digital publication initiative to explore a solution that will deliver the 

standards of the three standard setting boards (IAASB, IPSASB and IESBA) on a common digital 

platform that will preserve, and in some cases enhance, the features and functionalities of the existing 

IESBA eCode.  

I wish to draw your attention to the IESBA’s Staff comprehensive Q&As publication, COVID-19: Ethics and 

Independence Considerations which was released in May 2020 to highlight aspects of the Code that are 

relevant in navigating ethics and independence challenges due to the COVID-19 pandemic for professional 

accountants in business and public practice. I also want to point out the IESBA’s enhanced collaboration 

with stakeholders, especially NSS in responding to this unprecedented crisis. In this regard, the IESBA 

released a publication, Applying the Code’s Conceptual Framework in COVID-19 Circumstances: 

Scenarios in Taxation and Valuation Services that was developed by the staff of the Accounting 

Professional & Ethical Standards Board (APESB) and the IESBA Staff under the auspices of a newly formed 

Working Group comprising six national ethics standard setters from Australia, Canada, China, South Africa, 

the UK and the US. Chaired by the Deputy Chair of the IESBA, the Working Group is charged with assisting 

accountants to effectively apply the Code when facing circumstances created by the COVID-19 pandemic. 

Additional publications are being developed and will be released in Q4.  

We welcome IFAC emphasis on supporting adoption and implementation activities, especially in relation to 

the Code. I am pleased to note that as of the date of this letter, nine of the 12-month Exploring the IESBA 

Code short publication series are released, and that IFAC is actively encouraging its PAO members to 

translate  and use them.   

https://www.ethicsboard.org/focus-areas/covid-19-ethics-independence-considerations
https://www.ethicsboard.org/focus-areas/covid-19-ethics-independence-considerations
https://www.ethicsboard.org/publications/applying-code-s-conceptual-framework-covid-19-circumstances-scenarios-taxation-and-valuation
https://www.ethicsboard.org/publications/applying-code-s-conceptual-framework-covid-19-circumstances-scenarios-taxation-and-valuation
https://www.ifac.org/knowledge-gateway/building-trust-ethics/discussion/exploring-iesba-code#:~:text=The%20Exploring%20the%20IESBA%20Code%20is%20a%20unique,Ethics%20for%20Professional%20Accountants%20%28including%20International%20Independence%20Standards%29.
https://www.ifac.org/knowledge-gateway/building-trust-ethics/discussion/exploring-iesba-code#:~:text=The%20Exploring%20the%20IESBA%20Code%20is%20a%20unique,Ethics%20for%20Professional%20Accountants%20%28including%20International%20Independence%20Standards%29.
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In closing, I look forward to the constructive dialogue with the PIOB and its observers at Board meetings, 

and for your continued support to the IESBA’s work.   

Kind regards 

 

Stavros Thomadakis, Chairman 
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Attachment 2 

International Ethics Standards Board for Accountants (IESBA) – 2nd Quarter 2020 Activity Report 

Major Achievements  

Standards and 

Guidance 

IESBA finalized and unanimously approved the revisions to the International 

Code of Ethics for Professional Accountants (including International 

Independence Standards) (the Code) addressing the role and mindset expected 

of professional accountants in June 2020. Subject to Public Interest Oversight 

Board approval, the final pronouncement is expected to be issued by October 

2020 and will be effective December 31, 2021, with early adoption permitted. 

The IESBA released an IESBA Staff Q&As, COVID-19: Ethics and Independence 

Considerations in May 2020. The Q&As document emphasizes the need for all 

professional accountants to comply with the Code during the pandemic and 

highlights aspects of the Code that are relevant in navigating ethics and 

independence challenges due to the COVID-19 pandemic. 

In July 2020, the IESBA also released a publication, Applying the Code’s 

Conceptual Framework in COVID-19 Circumstances: Scenarios in Taxation and 

Valuation Services that was developed by the staff of the Accounting APESB and 

the IESBA Staff under the auspices of a newly formed Working Group comprising 

six national ethics standard setters from Australia, Canada, China, South Africa, 

the UK and the US.2  

Adoption and 

Implementation 

As of the date of this letter, IFAC released the following four installments of its 

Exploring the IESBA Code series.  

• Installment 6, Conflicts of Interest 

• Installment 7, Inducements 

• Installment 8, Responding to Non-Compliance with Laws and Regulations 

[for PAIBs] 

• Installment 9, Responding to Non-Compliance with Laws and Regulations 

[for PAPPs] 

 
2  The Working Group’s mandate is to develop implementation support resources to assist accountants effectively apply the Code 

when facing circumstances created by the COVID-19 pandemic Additional publications are being developed to address fraud 

and other illicit acts (e.g. anti-money laundering and cyberthreats); using the work of a specialist; and the ethical considerations 

in applying for COVID-related government support programs government. 

http://www.iesbaecode.org/
http://www.iesbaecode.org/
http://www.iesbaecode.org/
https://www.ethicsboard.org/focus-areas/covid-19-ethics-independence-considerations
https://www.ethicsboard.org/focus-areas/covid-19-ethics-independence-considerations
https://www.ethicsboard.org/publications/applying-code-s-conceptual-framework-covid-19-circumstances-scenarios-taxation-and-valuation
https://www.ethicsboard.org/publications/applying-code-s-conceptual-framework-covid-19-circumstances-scenarios-taxation-and-valuation
https://www.ethicsboard.org/publications/applying-code-s-conceptual-framework-covid-19-circumstances-scenarios-taxation-and-valuation
https://www.ifac.org/system/files/publications/files/Exploring-the-IESBA-Code-Installment-6-of-12-Conflicts-of-Interest.pdf
https://www.ifac.org/system/files/publications/files/Exploring-the-IESBA-Code-Installment-7-of-12-Inducements.pdf
https://www.ifac.org/system/files/publications/files/Exploring-the-IESBA-Code-Installment-8-of-12-NOCLAR-for-PAIBs.pdf
https://www.ifac.org/knowledge-gateway/supporting-international-standards/publications/exploring-iesba-code-installment-9-responding-non-compliance-laws-and-regulations-papps
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• The meeting highlights for the July and June 2020 IESBA virtual meetings 

are available on the IESBA website.  

• IESBA and IAASB released a joint message acknowledging the Monitoring 

Group’s July 2020 Paper: Strengthening the International Audit and Ethics 

Standard-Setting System aimed at enhancing governance arrangements of 

the two standard-setting boards.  

• IESBA Chairman, Dr. Stavros Thomadakis provided welcome remarks at a 

virtual IFAC Education Panel event featuring IESBA Technology Task 

Force Chair, Mr. Brian Friedrich in July 2020.  

• The IESBA Chairman authored article was featured in July 2020 special 

issue of the Institute of Chartered Accountants of India’s (ICAI) Journal, 

The Chartered Accountant.  

• IESBA Deputy Director, Ms. Diane Jules was featured the American 

Institute of the Certified Public Accountants’ Podcast, Ethically Speaking in 

July 2020.  

• IESBA members, Ms. Liesbet Haustermans and Mr. Jens Poll were quoted 

in Accountancy Europe’s June 2020 publication, How do Multidisciplinary 

Firms Contribute to Audit Quality.  

• IESBA Sr Technical Director, Ken Siong was interviewed by A Plus, the 

magazine of the Hong Kong Institute of Certified Public Accountants in 

June 2020.  

• Ethics Continuing Professional Education (CPE) Video Program (Part 1 

and Part 2) featuring IESBA Chairman, Dr. Stavros Thomadakis hosted by 

the Financial Management Network (FMN), SmartPros and Kaplan was 

released in May 2020. 

See Appendix for IESBA representation activities in Q2 2020. 

Explanations of Changes to Project Plan 

Project Plan 

The IESBA’s current project timetable reflects adjustments for certain initiatives 

due to the COVID-19 pandemic. However, the planned timeline for finalizing 

priority projects (e.g., NAS and Fees) have remained unchanged.  

Environmental Issues 

Monitoring Group Paper 

https://www.ifac.org/system/files/meetings/files/July-2020-IESBA-Meeting-Highlights.pdf
https://www.ifac.org/system/files/meetings/files/June-2020-IESBA-Meeting-Highlights.pdf
https://www.ethicsboard.org/news-events/2020-07/international-audit-and-ethics-standards-boards-embrace-conclusion-monitoring-group-review-and
https://www.iosco.org/about/monitoring_group/pdf/2020-07-MG-Paper-Strengthening-The-International-Audit-And-Ethics-Standard-Setting-System.pdf?utm_source=IFAC+Main+List&utm_campaign=d9442fa883-SMP_Survey_Email_to_MBs_11_3_2016_COPY_01&utm_medium=email&utm_term=0_cc08d67019-d9442fa883-80392657
https://www.iosco.org/about/monitoring_group/pdf/2020-07-MG-Paper-Strengthening-The-International-Audit-And-Ethics-Standard-Setting-System.pdf?utm_source=IFAC+Main+List&utm_campaign=d9442fa883-SMP_Survey_Email_to_MBs_11_3_2016_COPY_01&utm_medium=email&utm_term=0_cc08d67019-d9442fa883-80392657
https://www.accountancyeurope.eu/publications/how-do-multidisciplinary-teams-contribute-to-audit-quality/
https://www.accountancyeurope.eu/publications/how-do-multidisciplinary-teams-contribute-to-audit-quality/
https://players.brightcove.net/2974989255001/rJ3YfAK4e_default/index.html?videoId=6157833893001
https://players.brightcove.net/2974989255001/rJ3YfAK4e_default/index.html?videoId=6164354179001
https://www.ethicsboard.org/consultations-projects/iesba-project-timetable-june-2020
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The IAASB and the IESBA welcomed in a joint announcement the Monitoring Group’s July 2020 

Paper: Strengthening the International Audit and Ethics Standard-Setting System, aimed at enhancing 

governance arrangements of the two standard-setting boards. 

In their announcement the two Boards highlighted that the enhancements reflected in the Paper will 

support the core mission of the IAASB and the IESBA to promulgate high quality international audit, 

assurance, related services and ethics standards for the accountancy profession, for worldwide 

application and developed in the public interest. 

COVID-19 Pandemic  

IESBA COVID-19 Webpage & Staff Q&As 

The IESBA’s dedicated COVID-19 resource page is includes links to useful COVID-19 resources, 

including the IESBA May 2020 Staff Q&As publication, COVID-19: Ethics and Independence 

Considerations. The publication emphasizes the need for all professional accountants to comply with 

the Code during the pandemic and highlights aspects of the Code that can be relevant in navigating 

ethics and independence challenges due to the COVID-19 pandemic.  

National Ethics Standard Setters COVID-19 Working Group  

In response to COVID-19, the IESBA and national ethics standard setters (NSS) from Australia, 

Canada, China, South Africa, the UK and the US formed a Working Group to develop implementation 

support resources to assist professional accountants effectively apply the Code when facing 

circumstances created by the COVID-19 pandemic.  

The Group is chaired by the IESBA Deputy Chair, Mr. Richard Fleck, with support from the staff of the 

IESBA and the NSS. Working Group organizations comprise: Accounting Professional & Ethical 

Standards Board (Australia); Chartered Professional Accountants Canada; the Chinese Institute of 

Certified Public Accountants; the Independent Regulatory Board for Auditors (South Africa); the UK 

Financial Reporting Council; and the American Institute of Certified Public Accountants (US). 

In July 2020, the Staff of the APESB and the IESBA released the first publication, Applying the Code’s 

Conceptual Framework in COVID-19 Circumstances: Scenarios in Taxation and Valuation Services. 

Future publications are being developed and will cover the following topics: 

• The IESBA Code and considerations relating to fraud.  

• Using specialists in the COVID environment.  

• Ethical considerations in applications for COVID-related government support programs.  

Stakeholder Outreach 

Meeting with IESBA NSS Representatives and IESBA-IAASB NSS Joint Session 

IESBA NSS Representatives met virtually in May 2020 and provided input on the IESBA’s Tax Planning 

and Related Services Initiative. In addition, the Representatives of the IESBA and IAASB NSS met 

jointly and:  

https://ifac.us7.list-manage.com/track/click?u=9e7d9671563ff754a328b2833&id=0edef037eb&e=737154e10f
https://www.ethicsboard.org/focus-areas/covid-19-ethics-independence-considerations
https://www.ethicsboard.org/focus-areas/covid-19-ethics-independence-considerations
https://www.ethicsboard.org/focus-areas/covid-19-ethics-independence-considerations
https://www.ethicsboard.org/publications/applying-code-s-conceptual-framework-covid-19-circumstances-scenarios-taxation-and-valuation
https://www.ethicsboard.org/publications/applying-code-s-conceptual-framework-covid-19-circumstances-scenarios-taxation-and-valuation
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• Provided input on the Definition of a Listed Entity and Public Interest Entity (PIE) project. 

• Shared their reflections and asked for input about the possible ways to enhance the 

coordination and discussion between the IAASB, the IESBA and their respective NSS. 

The next virtual meeting with the IESBA NSS representative is planned for Q4 2020. 

IFAC Small and Medium Practices Committee (IFAC SMPC) 

Engagement Team-Group Audits Independence Task Force Chair, Ms. Sylvie Soulier and Tax 

Planning Chair, Mr. Jens Poll briefed the IFAC SMPC on the progress of their respective projects in 

July 2020.  

 

Targeted and Project-specific Outreach  

Tax Planning and Related Services. As part of its fact-finding activities, the members of the Tax 

Planning Working Group and staff met with several subject matter experts from firms’ and professional 

bodies, including the Hong Kong Institute of Certified Public Accountants in Q2. In addition, the Task 

force Chair, Mr. Poll presented to the Wirtschaftsprüferkammer Board. 

Definition of Listed Entity and PIE. In Q2, the Task Force Chair, Mr. Mike Ashley obtained input on the 

Task Force current thinking and related proposals from representatives of the APESB, the New Zealand 

External Reporting Board (XRB) and the Zambia Institute of Chartered Accountants (ZICA).  

Coordination with IAASB 

Quality Management (QM) Projects 

The IESBA received an update on coordination activities with the IAASB during Q2 and provided 

input on certain aspects of the IAASB’s proposals, in particular with respect to the IAASB’s QM 

projects. The IESBA noted the IAASB’s plans to defer the approval of the QM standards from June to 

September 2020 (see Key Project Update section below for more information).  

Definition of Listed Entity/ PIE Project 

In July 2020, Task Force Chair, Mr. Ashley and Deputy Chair Mr. Richard Fleck co-presented to the 

IAASB during a virtual board meeting and obtained the IAASB members’ input on the Task Force’s 

proposed list of categories of entities to be considered PIEs, and the proposed approach to revising the 

definition of a listed entity. Highlights of that meeting are set out below.  
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Key Project Updates3 

(June and July 2020 IESBA Virtual Meetings) 

Role and Mindset Expected of Professional Accountants  

The IESBA unanimously approved revisions to the Code arising from the project addressing the role 

and mindset expected of professional accountants. Key revisions include:  

• A renewed emphasis on accountants’ responsibility to act in the public interest.  

• Enhancements to the descriptions of the fundamental principles of integrity, objectivity, 

professional competence and due care, and professional behavior.  

• A new requirement for accountants to have an inquiring mind when applying the Code’s 

conceptual framework.  

• New application material to highlight the impact of bias in exercising professional judgment and 

applying the conceptual framework.  

Subject to PIOB approval, the final pronouncement is expected to be issued by October 2020 and will 

be effective December 31, 2021, with early adoption permitted.  

 

Tax Planning  

The IESBA received an update on the Working Group’s information gathering activities and the Working 

Group’s preliminary observations from its analysis and stakeholder outreach to date. Among other 

matters, the IESBA was briefed on the inter-related impact of tax planning on compliance with each of 

the fundamental principles; the relevance of the concepts of “fairness” and “transparency;” the 

“complexity” risk associated with multi-faceted tax planning strategies; the increasing importance and 

value of professional judgment in addressing jurisdictional-level ethical dimensions in tax planning; and 

the increased focus on Environmental, Social and Corporate Governance (ESG) reporting. 

The IESBA was also briefed on the Working Group’s Q1 and Q2 2020 discussions with a broad range 

of stakeholders, including the Organisation for Economic Co-operation and Development (OECD); 

members of the European Parliament; some professional accountancy organizations (PAOs); global 

tax leaders in the Big 4 accounting firms; the IESBA Consultative Advisory Group (CAG); and NSS.   

The IESBA will receive an update on the Working Group’s activities at its December 2020 meeting and 

will consider preliminary Working Group recommendations in March 2021.  

IAASB-IESBA Coordination 

The IESBA received an update on coordination activities with IAASB during Q2 2020 and provided 

input on certain aspects of the IAASB’s proposals, in particular with respect to the IAASB’s Quality 

 
3  Additional information about the IESBA’s current projects and initiatives is available at: www.ethicsboard.org/consultations-

projects.  

http://www.ethicsboard.org/consultations-projects
http://www.ethicsboard.org/consultations-projects
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Management (QM) projects. Among other matters, the IESBA noted the IAASB’s plans to defer the 

approval of the QM standards from June to September 2020.  

The IESBA also discussed the following two projects relating to coordination with the IAASB: 

• In relation to the Objectivity of the Engagement Quality Reviewer (EQR) project, the IESBA 

considered the significant comments raised by respondents to the January 2020 Exposure Draft 

(ED), Proposed Revision to the Code Addressing the Objectivity of Engagement Quality 

Reviewers and related Task Force responses, including a “first-read” draft of revised proposals. 

Among other matters, the IESBA considered the need for a “cooling off” requirement with 

respect to an engagement partner being appointed to an EQR role on the same engagement, 

and whether that requirement should be located in the IAASB’s standard (proposed ISQM 2, 

Engagement Quality Reviews) or the Code; and the Task Force’s proposal to broaden the 

scope of the guidance to the concept of an “appropriate reviewer,” which is described in the 

Code.  

The IESBA will consider a revised draft of the proposed revisions to the Code with a view to 

finalizing them at the September 2020 IESBA meeting.  

• In relation to the Engagement Team-Group Audits Independence project, the IESBA received 

an update on the Task Force’s preliminary discussions to date as well as a briefing on the 

Code’s approach to independence in a group audit context. Among other matters, the IESBA 

discussed:  

o A possible approach to aligning the definition of “engagement team” in the extant Code 

with the proposed revised definition of the same term under ISA 220 (Revised), Quality 

Management for an Audit of Financial Statements while ensuring the independence 

requirements in the Code are clear and appropriate when applied to the revised 

definition. 

o Initial matters relating to clarifying to the application of the Code’s independence 

provisions in a group audit context, including with respect to non-network component 

auditors.  

The IESBA will continue discussion of the issues at its September 2020 meeting. 

Definitions of Listed Entity and PIE  

The IESBA considered issues and revised Task Force proposals reflecting input from the IESBA’s 

March 2020 discussion as well as feedback from the CAG and NSS. Among other matters, the IESBA 

considered: a revised overarching objective clarifying that there is public interest in the financial 

condition of certain entities that is relevant to those entities being classified as PIEs; possible terms that 

might replace the term “listed entity;” a draft list of PIE categories as well as other possible categories 

https://www.ifac.org/system/files/publications/files/Explanatory-Memo-Engagement-Quality-Reviewer-Objectivity.pdf
https://www.ifac.org/system/files/publications/files/Explanatory-Memo-Engagement-Quality-Reviewer-Objectivity.pdf
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considered by the Task Force; and the role of firms, including a proposal for a firm to include in its audit 

report whether the audit client has been treated as a PIE. 

The IESBA will continue its deliberations on the issues and consider revised Task Force proposals in 

September 2020. 

Technology 

The IESBA considered issues related to the seven recommendations outlined in the approved project 

proposal. The IESBA provided directional input on possible options to address threats that are created 

by the complexity of the professional environment in which professional accountants work, including 

whether to: revisit the description of the categories of threats set out in the Code’s conceptual 

framework (i.e., amend the existing threat categories or add a new type of threat); and/or highlight 

complexity as a factor that impacts on the accountant’s application of the conceptual framework, 

including the exercise of professional judgment. 

The IESBA also discussed how to address threats to independence created by new types of 

engagements arising from the sale or licensing of new technology tools and the location for this new 

material in the Code. Among other suggestions, the IESBA considered developing new material for 

inclusion in subsections to the extent that new engagement types are not covered within the extant 

Code’s non-assurance services subsections; and expanding the material in extant Section 520, 

Business Relationships to incorporate the potential business relationships that might result from the 

sale or licensing of a tool developed by the firm to a client.  

The IESBA will consider the Task Force’s updated approach and continue its deliberations in relation 

to the Technology project in September 2020.  

eCode Phase 2 

The IESBA received an update on the status of Phase 2 of the eCode initiative, including a 

demonstration of the new features that are visible to users, as well as the features that are implemented 

behind the scenes. The IESBA was informed that as part of Phase 2, users will be able to toggle 

between extant authoritative text of the Code and a future version incorporating recently approved 

IESBA pronouncements coming into effect at a future date. In addition, the technological infrastructure 

and related IFAC intellectual property agreements have been put in place to facilitate the transfer of the 

eCode platform to interested PAOs and NSS who wish to leverage it in developing their own local 

eCodes.  

The IESBA received an update on the next steps for the eCode, including a presentation about IFAC’s 

plans to undertake a broader digital publication initiative in collaboration with the global standard setting 

boards (SSBs) supported by IFAC. The objective of the IFAC staff-led initiative is to explore a solution 

to deliver the SSBs’ standards to stakeholders on a common digital platform that would achieve 

consistency in terms of appearance and ease of use and maintenance without losing the functionalities 

and benefits achieved in the eCode. 
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Fees 

The IESBA considered a high-level summary of the significant comments raised by the respondents to 

the January 2020 Exposure Draft, Proposed Revisions to the Fee-related Provisions of the Code (Fees 

ED) and the Task Force’s preliminary views about how to address them. Among other matters, the 

IESBA exchanged preliminary views on respondents’ feedback on: 

• The fee-related proposals relating to highlighting the self-interest threat to independence created 

when fees are negotiated with and paid by an audit client.  

• The threshold for fee dependency in the case of an audit client that is not a PIE.  

• Public transparency about fee-related information.  

The IESBA will undertake a full review of the respondents’ comments and a revised draft of the 

proposed changes to the Code at its September 2020 meeting.  

Non-assurance Services  

The IESBA considered a high-level summary of the significant comments raised by the respondents to 

the January 2020 Exposure Draft, Proposed Revisions to the Non-assurance Provisions of the Code 

(NAS ED) and the Task Force’s preliminary views about the way forward. Among other matters, the 

IESBA considered respondents’ feedback on:  

• The proposal relating to prohibiting firms and network firms from providing a non-assurance 

service (NAS) that will create a self-review threat in the case of an audit client that is a PIE,  

• The proposed withdrawal of materiality as a factor when determining whether a NAS will create 

a self-review threat in relation to PIE audits,  

• The application of the self-review threat prohibition in relation to certain scenarios involving 

related entities, and  

• The adequacy of certain safeguards relating to NAS.  

The IESBA also considered respondents’ feedback regarding the timeline for completion of the project 

given the concurrent project to revise the definition of a PIE in the Code. The IESBA supported the Task 

Force’s proposal to finalize the project by December 2020 in accordance to the timeline set out in the 

NAS ED.  

The IESBA will undertake a full review of the respondents’ comments and a revised draft of the 

proposed changes to the Code at its September 2020 meeting.  

Benchmarking Initiative 

The IESBA received a presentation that set out the approach to and timeline for a benchmarking 

initiative to compare the International Independence Standards (IIS) that are applicable to PIEs to the 

relevant independence requirements that apply in major jurisdictions, starting first with the 

https://www.ethicsboard.org/publications/proposed-revisions-fee-related-provisions-code
https://www.ethicsboard.org/publications/proposed-revisions-fee-related-provisions-code
https://www.ethicsboard.org/publications/proposed-revisions-non-assurance-services-provisions-code
https://www.ethicsboard.org/publications/proposed-revisions-non-assurance-services-provisions-code
https://www.iesbaecode.org/part/4
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requirements of the US Securities and Exchange Commission (SEC) and Public Company 

Accounting Oversight Board (PCAOB).  

The initiative will serve to provide insights to stakeholders about the similarities and key differences 

between the IIS and independence requirements in major jurisdictions. 

The IESBA will receive an update on the Working Group’s activities at its March 2021 meeting. 

Other Matters  

Staff Matters 

Ms. Kam Leung has joined the IESBA staff team as a Principal on August 3, 2020.  
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Appendix  

IESBA Outreach Activities for the Second Quarter of 2020 

IESBA representatives participated in, or presented, at the following events: 

January 

• Australia Video Interview on NAS and Fees Exposure Drafts hosted by the Accounting Professional 

& Ethical Standards Board (APESB) – Melbourne, Australia (Soulier) 

• Tax Planning and Related Services outreach – Paris, France (Poll, Vijian) 

o Meeting with Pascal Saint-Amans, Director, and staff, Center for Tax Policy and Adminstration, 

Organisation for Economic Cooperation and Development (OECD) 

o Meeting with Prof. Dr. Stef van Weeghel, Global Tax Policy Leader, PwC 

• New Zealand Outreach on NAS and Fees Exposure Drafts hosted by the New Zealand Auditing and 

Assurance Standards Board (NZAuASB) – Wellingon (in person); Auckland (via Webinar), New 

Zealand (Soulier) 

• Saudi Organization for Certified Public Accountants (SOCPA) International Forum for Accountants –

Riyadh, Saudi Arabia (Thomadakis, Clark)  

• Technology WG Outreach, London, United Kingdom (Barbour, Kwan) 

o Meeting with Kirstin Gillon, Technical Manager IT Faculty and Tony Bromell, Head of Integrity 

and markets, of the Institute of Chartered Accountants in England and Wales (ICAEW) 

o Meeting with senior staff, Professional Insights of the Association of Chartered Certified 

Accountants 

o Innovation Lead, Ernst & Young  

February 

• Tax Planning and Related Services outreach  

o Teleconference meeting with Dr. Veerinderjeet Singh, President, Malaysian Institute of 

Certified Public Accountants (MICPA), and member of the Board of Trustees of the 

International Bureau of Fiscal Documentation (Poll, Vijian) 

o Meeting with Chris Morgan, Head of Global Tax Policy, KPMG – London, UK (Poll, Vijian) 

o Meeting with UK professional accountancy bodies – London, UK (Poll, Vijian) 

o Meeting with representative of Mr. Garicano, Member of European Parliament – Brussels, 

Belgium (Poll, Vijian) 

o Accountancy Europe Tax Planning Day – Brussels, Belgium (Chaudhary, Mintzer, Poll and 

Vijian) 
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o Meeting with Accountancy Europe Tax Faculty Group – Brussels, Belgium (Chaudhary, 

Mintzer, Poll and Vijian) 

o Teleconference with Chair of the Global Accounting Alliance Tax Group (Poll, Mintzer and 

Vijian) 

o Teleconference with the Chair of the Public Trust Committee of CPA Canada Canada (Poll and 

Vijian) 

• Outreach to audit firms registered with the Dubai Financial Services Authority (Clark) 

• Meeting with MIA CEO and ASEAN Federation of Accountants Executive Director (Kwan) 

• Teleconference with the IFAC Technology Advisory Group (Friedrich, Siong) 

March 

• IESBA CAG meeting – New York, USA (Thomadakis, Fleck, Ashley, Poll, Friedrich, Soulier, Gunn, 

Siong, Jules, Kwan. Sramko, Vijian) 

• Webinar on Proposed Revisions to the Non-Assurance Services Provisions of the Code (Fleck, 

Sramko) 

• Webinar on Proposed Revisions to the Fee-Related Provisions of the Code (McPhee, Sramko) 

• Tax Planning and Related Services outreach teleconference with Global Tax Policy Leaders, Deloitte 

(Chaudhary, Juenemann, Mintzer, Poll and Vijian) 

• Forum of Firms virtual meeting (Fleck, Soulier, Siong)  

• Virtual Meeting with the South African Independent Regulatory Board for Auditors (IRBA) to discuss 

the PIE Project (Ashley, Kwan) 

April 

• Accounting Professional & Ethical Standards Board (APESB) virtual roundtables on the IESBA’s Non-

assurance Services and Fees Exposure Drafts (McPhee) 

• Technology initiative webinar (Friedrich) 

• Tax Planning and Related Services outreach teleconference with the Chair of the Public Trust 

Committee of CPA Canada Canada (Chaudhary, Mintzer, Poll and Vijian) 

• PIE project virtual outreach (Ashley, McPhee, Kwan) 

o APESB 

o New Zealand External Reporting Board (XRB) 

o Zambia Institute of Chartered Accountants (ZICA) 
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May 

• IESBA-NSS and joint IAASB-IESBA-NSS virtual meetings (Thomadakis, Fleck, Ashley, Poll, Gunn, 

Siong, Jules, Kwan, Sramko, Vijian) 

• Tax Planning and Related Services outreach teleconference with the Head of International Tax, 

Iberdrola (Chaudhary, Juenemann, Mintzer, Poll and Vijian) 

• Presentation to Die Wirtschaftsprüferkammer (WPK) Board on the IESBA’s Tax Planning and Related 

Services initiative (Poll) 

• Virtual meeting with the IFIAR Standards Coordination Working Group to discuss the PIE Project 

(Ashley, Siong, Kwan) 

• Interview with A Plus, the magazine of the Hong Kong Institute of Certified Public Accountants (Siong) 

• Interview in an Ethics Continuing Professional Education (CPE) Video Program hosted by the 

Financial Management Network (FMN), SmartPros and Kaplan (Thomadakis) 

June 

• Tax Planning and Related Services outreach teleconference with the Global Head of Tax, BBVA 

(Juenemann, Poll and Vijian) 

• Virtual joint IAASB-IESBA Chairs’ presentation to the IFAC Board (Thomadakis) 

• Tax Planning and Related Services outreach teleconference with Tax Faculty members of Hong Kong 

Institute of Certified Public Accountants (Chaudhary, Juenemann, Mintzer, Poll and Vijian) 

• Article for the July 2020 special issue of ICAI Journal, The Chartered Accountant (Thomadakis) 

• Interview with Ethically Speaking, Podcast of the American Institute of the Certified Public 

Accountants Professional Ethics Division (Jules) 

July 

• Virtual meeting with the IFAC SMP Committee (Poll, Soulier, Siong, Vijian) 

• IFAC Webinar on Ethics and Accountancy Education, Panel Conversation with Experts (Thomadakis, 

Friedrich) 

August  

• Virtual Train the Trainer Program hosted by the Chinese Institute of Certified Public Accountants and 

the Association of Chartered Certified Accountants (Lee)  

September 

• IESBA CAG meeting 

October/ November  

• IESBA-NSS meeting 
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IESBA Consultative Advisory Group Report: 1 June 2020 – 31 August 2020  
This is my fifth quarterly report submitted in the capacity as Chair of the IESBA CAG, which was 
effective 1 July 2019.  This report covers the following topics:  
 
Reporting Period Activities ............................................................................................................................................... 2 

Role and Mindset .......................................................................................................................................................... 2 
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Technology .................................................................................................................................................................... 4 
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A Final Note ...................................................................................................................................................................... 5 

Conclusion......................................................................................................................................................................... 5 
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Reporting Period Activities 
Meetings in reporting period:  
• IESBA Board, 22 July, Virtual Meeting 
• PIOB, 25-26 June, Virtual Meeting 
• IESBA Board, 8-12 & 15 June, Virtual Meeting 
Upcoming meetings: 
• IESBA CAG, 1 & 10 September, 13 October, Virtual Meeting 
• IESBA Board, 14 September & 1 October, Virtual Meeting 
• PIOB, 28-30 September, Virtual Meeting 
• IESBA Planning Committee, 29 & 30 October, TBD 
• IESBA Board, 30 November-4 December, New York 
 
Role and Mindset 
In June, the Board approved revisions to the Role and Mindset exposure draft.  Key revisions include: a renewed 
emphasis on PAs’ responsibility to act in the public interest; enhancements to descriptions of the fundamental 
principles of integrity, objectivity, professional competence and due care, and professional behavior; a new 
requirement to have an inquiring mind when applying the conceptual framework; and new application material to 
highlight the impact of bias in exercising professional judgment and applying the conceptual framework.   The final 
pronouncement has since been provided to the PIOB for approval.  If approved, the final pronouncement is expected 
to be issued in October with an effective date of December 31, 2021, with early adoption permitted.  
 
The CAG has addressed all significant issues with this project and the Board has followed appropriate due process 
necessary to issue a final standard.  This project has very strong CAG support.   
 
Definitions of Listed Entity and Public Interest Entity (PIE)  
There have been ongoing calls to reconsider the listed entity and PIE definitions in the Code.  In December the Board 
approved a project to do just that. 
 
The PIE task force believes 1) the financial condition of PIEs should be the central focus of the PIE criteria, and 2) that 
when an entity is treated as a PIE there should be public transparency reporting, possibly in the audit report.  I 
strongly support both views, also noting the final PIE criteria will directly impact red flag warnings about potential 
going concern failures, which are important to investors in listed entities. 
 
The CAG will be updated and discuss this project in a joint meeting with the IAASB CAG in October and the Board will 
consider the CAGs input in its December meeting.  Because of the public interest significance of this initiative, I have 
requested and am pleased to have been granted TF observer status. 
 
One area of discussion has been whether certain non-listed entities such as public utilities should nevertheless be 
classified as PIEs.  An argument to exclude utilities from the definition is that the market could readily replace them 
if they were to fail.  I have been somewhat troubled with this distinction because the same argument could be made 
about most listed entities.  Given enough time, replacement may or may not follow, but in the interim, there could 
be significant damage to life and property.  Despite my misgivings this reasoning may be a practical expedient and 
resolution might be to allow local regulators to their tailor concerns to jurisdictional needs.  Another issue the TF is 
considering is to what extent the scoping definition should include related entities of PIEs. 
 
The PIE project has broad implications to the Code, including the current IESBA NAS and Fees projects.  Some 
concerns have been expressed about the clarity of the final PIE definitional scope prior to completing the NAS and 
Fees projects impacting independence.  The PIE definition also has direct implications to the ISAs (e.g., EQR 
requirements).  As the timetable stands now, it is hoped that the Board will be able to approve an exposure draft in 
its December 2020 or March 2021 meeting.  
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Non-Assurance Services (NAS) 
The IESBA approved its NAS proposal for exposure in December and the ED was issued in January with a comment 
period that ended in June.  Since the NAS has aspects closely linked to the Fees and PIEs projects, NAS has been 
progressed on a coordinated basis with the other two projects.  That timetable for NAS anticipates Board discussion 
of significant issues and CAG input in September, with hopes for final Board approval in December. 
 
In September, the CAG will discuss significant matters arising from responses to the ED.  I am particularly pleased to 
note the NAS task force has proposed withdrawal of all materiality factors when determining whether a NAS will 
create a self-review threat in relation to PIE audits.  In addition, in September, the CAG will discuss benchmarking 
efforts to inform the Board of NAS requirements in a few jurisdictions, starting with the U.S. SEC and PCAOB.   
 
Overall, the CAG has been very supportive of the NAS initiative.  It is my view that the CAG has been appropriately 
engaged in the development of the NAS project throughout all of its phases and that due process in the public 
interest has been appropriately followed. 
 
Fees  
Fees from clients are a significant driver of behavior and have ethical consequences.  Audit fees influence 
independence and can adversely impact public perceptions of independence.   
 
I am pleased to report that as a result of receiving significant legal support, Board leadership appears to have 
resolved the issue of some U.S. Board members declining to participate in the Fees deliberations as a result of 
misplaced anti-trust perceptions.   
 
In July, the Board considered a high-level summary of significant comments raised by respondents to the January 
Fees ED.  Among other matters, the Board exchanged views on feedback relating to the self-interest threat to 
independence created when fees are paid by an audit client, the threshold for assessing fee dependency when an 
audit client is not a PIE, and public transparency about fees (i.e., reporting). 
 
The Board will review this project at its September meeting with the aim of final approval in December.  
Consequently, the CAG’s final input will be provided in September. 
 
This project has strong CAG support.  To date, the CAG has addressed all significant issues with this project, and it is 
my opinion that the Board has followed appropriate due process necessary to eventually issue a final standard.   
 
Engagement Team / Group Audits 
With the IAASB’s ongoing efforts to clarify and update the provisions of group audits in the ISAs, there is also a 
related need to address independence requirements relevant to group audits.  Of course, this requires coordination 
between the proposed Code and ISA definitions of engagement team (ET) and independence requirements in the 
context of non-network component audits.  During its March meeting the IESBA approved a project to address this 
topic and to explore related technical issues such as these: 

• The Code’s independence guidance is currently silent relative to non-network component auditors that are 
not engaged by the group auditor  

• The Code’s current definition of ET applies only to audit engagements 

During the March CAG meeting, it was briefed on the preliminary modifications to ISA 220 on quality control related 
to group audits and the IESBA’s strategy to address those changes in the IIS.  Preliminary CAG observations and 
recommendations included the following: 

• Overall strong support for the project 
• Aggregation risk in group audits should be considered early as an overriding issue 
• Component auditor requirements are currently interspersed in the IIS.  Promote a centralized approach 

when possible 
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The CAG will be briefed as to continuing progress by the task force in its September meeting with 
an expectation that the CAG will review in-depth at the March 2021 CAG meeting. 
 
Tax Planning 
Much public attention has focused on aggressive tax avoidance.  The CAG has consistently provided a consensus 
view that certain unethical tax planning activities result in tax avoidance, and those concerns need to be addressed. 
 
In March, the CAG received a TPWG update.  Then, and previously, the CAG expressed support for the direction of 
travel with some caveats.  There is a general feeling the TPWG should be focused on evasion and not on traditional, 
legitimate tax planning.  Also, the initiative should be kept principled-based and respect jurisdictional differences.   
 
The TPWG continues to gather information on key issues.  Unfortunately, these efforts have been somewhat 
frustrated due to COVID-19 communication restrictions.  The TPWG has therefore postponed some planned 
outreach activities to Q4.  As a result, the CAG will not be addressing this work stream until its March 2021 meeting. 
 
Technology  
IESBA continues to focus on ethical issues related to technology.  The TTF released its Phase 1 Final Report in 
February focusing primarily on artificial intelligence, robotic process automation, big data and data analytics.  It 
has now moved into Phase 2 focusing on ethics and independence implications of major trends and 
developments in technologies covered in Phase 1.  Phase 2 activities to date have been limited to fact-finding on 
other technologies. This limitation is primarily a result of the COVID-19 pandemic. 

In June, Board considered recommendations in the project proposal and provided directional input on possible 
options to address complexity threats to the fundamental principles.  It also considered threats arising from new 
types of engagements and from the sale or licensing of technology tools.  

This topic requires an evergreen dialogue due to the pace of change and linkages to the impact of technology across 
the accounting profession and its many stakeholders. The challenges are significant, and as previously noted, the 
Board is well to stay abreast of the need to raise the awareness.  The CAG has expressed general support for these 
efforts.  Privacy and confidentiality were highlighted as concerns the TTF should address early on.  At its September 
1st meeting, the CAG received an update and discussed Phase 2 issues. 

Engagement Quality Reviewer (EQR) Objectivity 
This is a fairly narrow matter but highly relevant to achieving high quality audits.  The project is related and 
coordinated with the IAASB’s current ISQM 2 project (expected for approval at the IAASB’s September meeting).  The 
focus of the IESBA in this project is on EQR objectivity (not independence). 
 
An ED was approved by the Board in early December, subject to CAG input, which was provided in a December CAG 
teleconference.  The focus of the call was to respond to the question of whether a “cooling off” period should be 
required and if so where the guidance should be included in the Code.  Cooling off refers to whether a period of time 
out should be required to preserve objectivity, and avoid self-review risk, when an engagement partner is moved 
from that role to serve immediately in the EQR role.    
 
In June, the Board considered comments received on their ED and coordination with the IAASB.  Respondents 
expressed support for the project but also raised the issue of whether the objectivity of “appropriate reviewers” 
could be addressed more holistically in various roles on audits, other engagements, and in firm quality monitoring 
functions.  This includes assignments when performing EQRs.  The recommendations of the task force will be 
discussed at the September CAG and Board meetings. 
 
Based on my experience in prior practice, I am convinced audit quality can be significantly improved if EQRs are 
effective.  Whether in the Code, the ISAs or the ISQM, in order to ensure effective EQRs, the standards should not 
consist solely of “principles based guidance” to be interpreted and implemented by firm QC policies.  There  
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should be reasonable prescriptive guidance clearly directing who qualifies to perform EQRs and 
specifying a minimum cooling off period when an EP moves to the EQR role.   
 
The IESBA TF force has concluded it is more appropriate to leave the prescriptive guidance to the IAASB, to avoid 
duplication among other matters.  I do not take exception if there is an appropriate level of transparency and linkage 
of the basic requirement in the Code, and as long as the complete requirements are set out elsewhere (e.g., the ISAs 
or ISQMs), thereby assuring the public that EQR requirements are clear and that EQRs are being conducted 
objectively.  In the CAG meeting on September 1st, other CAG representatives expressed similar sentiments, also 
noting that not all jurisdictions adopt both IESBA and IAASB standards.  
 
eCode 
Having completed the feature development work for Phase 2 and with IFAC progressing a common digital platform 
for all SSBs, the WG has recommended that the eCode initiative be transitioned to IFAC.  Coordination will continue 
between the IESBA and IFAC through staff participation on IFAC’s Advisory Group.  
 
In the past the CAG has been apprised of eCode developments and has been given the opportunity to provide input.  
In the March 2021 meeting, the CAG will be given a general update on eCode developments including the transition. 
 
CAG Membership Matters    
Noémi Roberts (Accountancy Europe) serves on the CAG’s Membership Committee with me.  Nigel James (IOSCO) 
had been serving on the committee but his CAG term expired in March.  This week I invited Takeshi Hirai (IOSCO) to 
replace Nigel on the three-person committee.  Paul Munter was approved by the committee to replace Nigel as an 
IOSCO CAG representative in August.  Paul is Deputy Chief Accountant—International Activities of the U.S. Securities 
and Exchange Commission.  He is highly qualified in my view and has been participating in the NAS benchmarking 
efforts discussed above. 
 
A Final Note 
Because of COVID-19, the March and September CAG meeting agendas were significantly shortened to focus 
exclusively on priority matters.  I had wished to discuss the following with CAG representatives in a private session: 

• Reflect on what it means to participate as a CAG representative, 
• Discuss whether the value of our input is commensurate with resources dedicated to CAG activities, and  
• Encourage representatives to actively encourage their sponsors to step up feedback on current projects.   

I still plan to cover these matters in a future meeting to re-charge the CAG commitment to provide IESBA timely and 
meaningful advice.   
 
Conclusion  
Projects are progressing according to the Board’s work plan.  With respect to the topics discussed above the CAG has 
been actively engaged in the best tradition of due process principles with an aim of advancing the public interest, 
trust, and protection.     
 
Warmest regards,  
 

    

Gaylen R. Hansen  
IESBA CAG Chair  
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 Information 

Meeting Location: Virtual Meeting 

Meeting Date: 

From: 

September 28-30, 2020 

In-Ki Joo, Chair, Nominating Committee 

 Recommendations for the 2021 Composition of the Public Interest 

Activity Committees 

Objective(s) of Agenda Item 

1. To provide an overview of the nominations process and present the NC’s recommendations for the 

2021 composition of the Public Interest Activity Committees (PIACs)—IAASB, IESBA, and 

Nominating Committee—for the Public Interest Oversight Board (PIOB)’s approval.   

The IFAC Board unanimously endorsed all Nominating Committee’s recommendations presented in 

this report at its meeting on September 3-4, 2020.  

IAASB Chair Classification  

2. The independent Interim Nominating Committee (iNC) was responsible for the selection of the new 

IAASB Chair in 2019 and recommended the appointment of Mr. Tom Seidenstein.  

3. The iNC did not consider how Mr. Seidenstein should be classified. Therefore, there is no mention of 

his classification in the iNC recommendation paper that was submitted to the IFAC Board and PIOB 

for approval. 

4. In the IFAC NC papers, Mr. Seidenstein was listed under the non-practitioner category. After 

reviewing our records, staff concluded that Mr. Seidenstein was listed under the non-practitioner 

category as this is where his predecessor, Prof. Arnold Schilder, was listed.  

5. Based on the review of Mr. Seidenstein’s background in the context of the public member 

classification criteria, the NC recommends correcting Mr. Seidenstein’s classification from the non-

practitioner to the public member category. 

6. In summary, prior to taking the position as the IAASB Chairman, Mr. Seidenstein was the senior vice 

president for Strategy, Innovation, and Capital Management at Fannie Mae, a leading source of US 

housing market liquidity. He previously served as the chief operating officer at the International 

Financial Reporting Standards Foundation, where he led the organization’s governance review and 

reform process and worked closely with regulators to support the global adoption of International 

Financial Reporting Standards. He holds a master’s degree in public policy from the Harvard Kennedy 

School and is an undergraduate of the Woodrow Wilson School of Public and International Affairs, 

Princeton University. Mr. Seidenstein is not an accountant. Please see Mr. Seidenstein’ CV provided 

in Appendix C. 

The NC recommends, as endorsed by the IFAC Board, that the PIOB approves for Mr. 

Seidenstein, IAASB Chair, be classified under the public member category.   
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IAASB and IESBA Nominations Overview 

7. The Call for Nominations for IAASB and Call for Nominations for IESBA were issued in November 

2019, announcing vacancies for the term of service commencing on January 1, 2021.  

8. There are 14 (2019: 11) vacancies for which 7 (2018: 7) current members are eligible for re-

appointment:  

• IAASB: 7 (2019: 5) vacancies for which 4 (2019: 2) current members are eligible for re-

appointment; and  

• IESBA: 7 (2019: 6) vacancies for which 3 (2019: 4) current members are eligible for re-

appointment.  

9. The NC received 28 (2019: 26) nominations for IAASB, including 8 (2019:10) nominations of female 

candidates, as follows:  

Nominations From:  # of Nominations 

received in 2020: 

# of Nominations 

received in 2019: 

IFAC Member Organizations  12 12 

Forum of Firms 3 3 

Other Organizations 1 5 

Individuals (Self-Nominations) 12 6 

Total 28 26 

10. The IAASB Chair, in partnership with the NC representative, conducted 6 phone interviews with short-

listed candidates, including 5 female candidates.  

11. The NC received 26 (2019: 24) nominations for IESBA, including 7 (2019: 9) nominations of female 

candidates as follows:  

Nominations From:  # of Nominations 

received in 2020: 

# of Nominations 

received in 2019: 

IFAC Member Organizations  10 7 

Forum of Firms 0 7 

Other Organizations 2 4 

Individuals (Self-Nominations) 14 6 

Total 26 24 

12. The IESBA Chair, in partnership with the NC representative, conducted 6 phone interviews with short-

listed candidates, including 3 female candidates.  

13. After careful consideration of the outcome of the interview process and composition targets 

highlighted in the Calls, as well as consultation with the IAASB and IESBA Chairs, respectively, the 
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NC unanimously agreed on their recommendations. Similar to previous years, there are more suitable 

candidates than available vacancies, and for this reason, many highly qualified candidates were not 

recommended for appointment.   

14. When considering candidates for potential re-appointments, the NC was guided by the following 

principle:  

The Nominating Committee values the continuity of membership on boards, but decisions on the re-

appointment of members are foremost guided by the most suitable person for the position criteria.  

The Nominating Committee considers the performance evaluations of re-nominated members in 

deciding on their re-appointment. Generally, well-performing members are likely to be appointed for 

another term, unless there is a nominee whose professional qualifications, work experience, and/or 

educational background are more suited to the current needs of a particular board. When 

performance does not meet expectations, members are unlikely to be recommended for re-

appointment. 

15. A designated observer from the PIOB, Ms. Aileen Pierce, has participated at each NC meeting to 

observe the selections process for the IAASB, IESBA, and NC.  

Recommendation for 2021 IAASB Membership  

16. The NC is recommending as endorsed by the IFAC Board, for the PIOB’s approval:   

• Re-appointment of Prof. Kai-Uwe Marten (IDW/WPK, Germany), Mr.Chun Wee Chiew 

(ACCA, UK (Singapore)), Mr. Fernando Ruiz Monroy (IMCP, Mexico), Mrs. Isabelle 

Tracq-Sengeissen (CNCC / CSOEC, France); 

• Appointment of Mr. Edo Kienhuis (PwC, Netherlands), Ms. Diane Larsen (EY, USA), 

and Ms. Wendy Stevens (AICPA, USA); and 

• Appointment of Mr. Len Jui (KPMG, China) as Deputy Chair in 2021. 

17. The 2021 IAASB composition would comprise 5 public members, including the Chair, 4 non-

practitioners, and 9 practitioners. The number of public members has increased by 1 compared with 

the 2020 composition.  

18. Based on NC’s recommendations, there are 3 female candidates recommended for re-appointment 

/ appointment, increasing the gender balance by one female member.  

Gender 2021 2020 

Male  10 11 

Female  8 7 
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19. The NC recommended 2 candidates from the targeted regions of Asia and Latin America but was 

unable to improve the overall geographic diversity on the board. The NC values diversity and is 

committed to improving geographic diversity on the IAASB in the near future.  

Region 2021 2020 

Europe  6 6 

North America 5 4 

Africa-Middle East 1 1 

Asia 3 3 

Australia-Oceania  2 3 

Latin America 1 1 

Recommendation for 2021 IESBA Membership 

20. The NC is recommending as endorsed by the IFAC Board, for the PIOB’s approval:   

• Re-appointment of Prof. Winifred Kiryabwire (Self, Uganda) for a one-year term of 

service due to the change in her employment situation; 

• Re-appointment of Mr. Brian Friedrich (CPA Canada, Canada), and Prof. Jens Poll 

(IDW / WPK, Germany); 

• Appointment of Ms. Saadiya Adam (IRBA, South Africa), Prof. Vania Maria Da Costa 

Borgerth (Self, Brazil), Mrs. Yaoshu Wu (CICPA, China), Mr. Sung-Nam Kim (KICPA, 

Korea); and  

• Appointment of Ms. Caroline Lee (KPMG, Singapore) as Deputy Chair in 2021. 

21. The 2021 IESBA composition would comprise 4 public members, including the Chair, 6 non-

practitioners, and 8 practitioners. The NC recommended 1 re-appointment and 2 appointments of 

public members to retain the number of public members on the IESBA as 2 public members have 

been re-classified to non-practitioners in 2020 due to changes in their employment situation.   

22. Based on the NC’s recommendations, there are 4 female candidates recommended for re-

appointment / appointment, increasing the gender balance by two female members.  

Gender 2021 2020 

Male  10 12 

Female  8 6 
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23. The NC recommended 5 candidates (out of seven) from the targeted regions of Asia, Africa-Middle 

East, and Latin America, decreasing representation from the European region in favor of enhanced 

representation from the Africa-Middle East and Asia regions.  

Region 2021 2020 

Europe  4 6 

North America 5 5 

Africa-Middle East 2 1 

Asia 5 4 

Australia-Oceania  1 1 

Latin America 1 1 

Recommendation for 2021 Nominating Committee Membership 

24. According to its terms of reference, the NC membership comprises 2 ex-officio members (President 

and Deputy President) and no less than 4 ordinary members of whom no more than 2 could be IFAC 

Board members. Although not a requirement, the NC membership aspires to comprise a diverse 

group, including gender, geographic, and professional balance. The IFAC President, who is also the 

chair of the NC, does not represent a region.  

25. There are currently 6 members on the NC (in addition to the 2 ex-officio members), none of whom 

are Board members. 

26. There are 2 vacancies on the NC for 2021, with 1 current member from the Asia region being eligible 

for re-appointment. The composition targets for 2021, were emphasized in the as follows:  

Geographic: The Nominating Committee seeks nominations of highly qualified candidates from the 

Latin America-Caribbean region. 

Gender: Nominations of female candidates are strongly encouraged. 

Experience: For 2021, the Nominating Committee is seeking highly qualified candidates, particularly 

candidates from SMPs and/or those who have experience with SMP/SME matters. 

27. In response to the Call and additional targeted outreach in the Latin America region, the NC received 

8 nominations, including 2 nominations of female candidates and 2 nominations from the targeted 

Latin America region.  

28. The NC conducted interviews via Zoom video with 2 short-listed candidates. 

29. The NC discussed SMP representation and agreed to make it a priority next year and commit to 

recommending an SMP candidate for 2022 NC membership when 2 NC members from the North 

America and Australia regions will be rotating off. Staff, on behalf of the NC, sent advance notification 

to member organizations in these regions to inform them about the target for SMP candidates.  

30. After careful consideration, the NC finalized their recommendations, as presented below.   
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The NC recommends, as endorsed by the IFAC Board, for the PIOB approval, subject to the 

IFAC Council election in November:  

• Re-appointment of Ms. Aiko Sekine (JICPA, Japan); and 

• Appointment of Mr. Cesar Cheng (INCPC, Colombia). 

Material(s) Presented 

Appendix A Nominations Process Overview  

Appendix B 2021 Rotation Schedules and Composition Charts 

Appendix C CVs of the Recommended Candidates [Do not print] 

Action(s) Requested 

31. The NC recommends as endorsed by the IFAC Board, for the PIOB’s approval:   

(a) Classifying Mr. Tom Seidenstein, IAASB Chair, under the public member category based 

on his background, as detailed in paragraph 6 above;  

(b) 2021 composition of the IAASB, including the deputy chair role, as detailed in paragraph 

16 above; and 

(c) 2021 composition of the IESBA, including the deputy chair role, as detailed in paragraph 

20 above; and 

(d) 2021 composition of the NC, as detailed in paragraph 30 above. 
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Appendix A 

Nominations Process  

Selection Criteria 

(e) In evaluating candidates from what is typically a large pool of highly accomplished applicants, the NC 

considers matters such as the relevance of candidates’ professional background, technical skills, 

past and present contributions to the profession at regional and international levels, and the ability to 

make a significant impact having regard to the matters and areas of emphasis reflected in the work 

plan of the board. Candidates for public member positions should clearly represent and are seen to 

represent the broad public interest and have appropriate knowledge of the work of the board. The 

NC also considers the overall board composition, including gender, geographic and industry balance, 

and size of the employer. 

Procedure  

(a) Accessible 

The NC aimed to make the nominations process more widely accessible by ensuring extensive 

distribution of the Calls for Nominations. Calls contained practical and strategic advice for nominating 

organizations and self-nominees on how to maximize their chances for an appointment, and the staff 

was available during the process to respond to questions.  

All vacancies, including Public Member positions, were advertised in international media, including 

The Economist, the Financial Times worldwide, Public Finance International, and Accountant 

magazine. The IFAC communications team assisted with the Twitter and LinkedIn campaigns to raise 

greater awareness among the general public and stakeholder groups that are not familiar with the 

Independent Standard-Setting Boards (SSBs). 

Additionally, NC members and staff were actively involved as needed in encouraging nominations 

from underrepresented regions, and additional outreach, including to encourage more female 

applicants.  

(f) Accountable  

The NC is accountable for its decision-making process to the IFAC Board, IFAC Council, and relevant 

oversight authorities.  

A PIOB representative observed the selections process for PIACs with written updates being 

provided to the PIOB in March and June. 

A PIC representative(s) observed the selection process for IPSASB membership.  

Substance  

(a) Continuity  

The NC recognizes that continuity in membership of the SSBs has a positive effect on the quality of 

output. The NC carefully reviewed the performance evaluations of those members eligible for re-

appointment to recommend the re-appointment of well-performing members. However, the NC also 

recognized that there might be a need for appointing a new candidate who has expertise in the area 

of a current board’s strategic focus and/or who meet desired gender or geographic targets. 
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Consequently, some well-performing members may not be reappointed to enhance diversity or 

address specific strategic needs. For example, the need to increase the number of female members 

on the IPSASB resulted in a greater emphasis on new applicants for the past two years.  

(b) Expectations  

The NC made clear what was expected of members on the SSBs concerning the time and effort 

required for active participation. Candidates have also been advised of the evaluation of their 

performance under the Volunteer Performance Program and the use of these evaluations for 

considering re-appointments. The interviews provided a valuable opportunity for communication or 

reinforcement of these expectations. 

(c) Consultation  

The SSBs Chairs were consulted at several stages in the nominations process: first in assessing the 

composition needs of their respective boards, in indicating their support for re-appointments, and 

later concerning their recommendations for prospective members and Deputy Chairs. Furthermore, 

the Chairs took a leading role in the phone interviews with short-listed candidates, assisted by NC 

members, and provided interview summaries with proposed recommendations for consideration by 

the entire NC. 
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International Auditing and Assurance Standards Board (IAASB) 
 

VACANCIES / RECOMMENDATIONS 

Member category Rotations Re-Appointments Appointments 

Public Member 1 Marten - 

Non-Practitioner 1 Chiew -  

Practitioner 5 Monroy Kienhuis 

Trac-Sengeissen Larsen 

- Stevens 

Total 7 4 3 

 
 

ROTATING OFF 

Member category Name Gender Region Professional Classification 

Practitioner 

 

Campbell* F AU P-Big 4  

Dohrer* M NA P-OIN 

Sharko* M EU P-Big 4  

*Service ending 

 

RE-APPOINTMENT RECOMMENDED 

Member category Name Gender Region Professional Classification 

Public Member Marten                                                                 

 

M EU Academic 

Non-Practitioner Chiew M EU (AS) Member Staff 

Practitioner Monroy M LA P-Big 4  

Tracq-Sengeissen F EU P-Big 4  

APPOINTMENT RECOMMENDED 

Member category Name Gender Region Professional Classification 

Practitioner 

 

Kienhuis M EU P-Big 4  

Larsen F USA P-Big 4 

Stevens F USA P-OIN 

 

2021 Rotation Schedules and Composition Charts 
PIOB Meeting (September 28-30, 2020)
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Public Members Gender Region Country
Nominating 

Organization

Professional 

Classification
Service 2021 2022 2023

Marten M EU Germany IDW/WPK Academic 2018 X

Provost F AU New Zealand
External Reporting

Board
PSA 2017 X

Seidenstein 

(Chair, 2019-June 

30, 2022)

M NA USA Self Standard Setter 2019 X1

Simnett M AU Australia FRCA Standard Setter 2019 X1

Vanker M A-ME South Africa SAICA/IRBA FSR 2016 X

Non-Practitioner 

Members
Gender Region Country

Nominating 

Organization

Professional 

Classification
Service 2021 2022 2023

Chiew M EU (AS)
UK 

(Singapore)
ACCA Member Staff 2018 X

Hagen M EU Norway NRF PAIB-SME 2019 X1

Jackson F EU UK FRC UK FSR 2020 X1

Turner M NA Canada CPA CA Standard Setter 2019 X1

Practitioner 

Members
Gender Region Country

Nominating 

Organization

Professional 

Classification
Service 2021 2022 2023

Almond F EU UK Grant Thornton P-OIN 2020 X1

Corden* F NA Canada Deloitte P-Big 4 2019 X1

Jui (Deputy Chair, 

2021)
M AS China KPMG P-Big 4 2017 X

Kai F AS Japan JICPA Member Staff 2019 X1

Kienhuis M EU Netherlands PwC P-Big 4 2021 X1

Larsen F NA USA EY P-Big 4 2021 X1

Monroy M LA Mexico IMCP
P-Big 4 (E&Y) / 

SMP Background
2018 X

Stevens F NA USA AICPA P-OIN (Mazars) 2021 X1

Tracq-Sengeissen F EU France CNCC/ CSOEC
P-Big 4 (E&Y) / 

SMP Background
2018 X

Total 5 6 7

Term Ending (X)

Eligible for re-

appointment (X1)

IAASB Rotation Schedule 2021

*Corden is eligible for re-appointment for a two-year term as service started in 2019 to fill a casual vacancy. 

2021 Rotation Schedules and Composition Charts 
PIOB Meeting (September 28-30, 2020)
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IAASB - COMPOSITION CHART 2021

Gender Professional Composition 

Male 10 56%

Female 8 44%
Practitioner - 

Big 4
6 67%

Vacancies 0 0%

Practitioner - 

Large National 

Firm

0%

Total 18 100%

Practitioner - 

Other 

International 

Network

2 22%

Practitioner - 

SMP
0%

Member Staff 1 11%

Total P 9 100% Non-Practitioners by Type

Non-Practitioners

Academic 1 11%

Consultant 0%

Standard 

Setter
3 33%

Development 

Bank
0%

Africa-Middle 

East
1 6%

Financial 

Services 

Regulator

2 22%

Asia* 3 17% Government 0%

Europe 6 33%
International 

Agency
0%

Latin America 

& Caribbean
1 6% Member Staff 2 22%

North America 5 28%
Non-Gov 

Organization
0%

Australasia & 

Oceania
2 11% Other 0%

Vacancies 0 0% Other - Auditor 0%

Total 18 100%
PAIB - Large 

Entity
0%

PAIB - SME 0%

Public Sector - 

Auditor 

General

1 11%

Public Sector - 

Preparer 
0%

Retired - PAIB 

Large Entity
0%

Retired 

Practitioner - 

Big 4

0%

Retired - Other 0%

Total NP 9 100%

Vacancies 0

Total 18

*One representative from Asia is nominated by the Association of Chartered Certified Accountants (ACCA).

Practitioners 

Practitioners by Type

Regional Composition

Male, 10

Female, 8

Gender

Africa-
Middle 
East, 1

Asia*, 3

Europe, 6
Latin 

America & 
Caribbean, 

1

North 
America, 5

Australasia 
& Oceania, 

2

Region

0 1 2 3 4 5 6 7

Practitioner - Big 4

Practitioner - Large National Firm

Practitioner - Other International Network

Practitioner - SMP

Member Staff

0 1 2 3 4

Academic

Consultant

Standard Setter

Development Bank

Financial Services Regulator

Government

International Agency

Member Staff

Non-Gov Organization

Other

Other - Auditor

PAIB - Large Entity

PAIB - SME

Public Sector - Auditor General

Public Sector - Preparer

Retired - PAIB Large Entity

Retired Practitioner - Big 4

Retired - Other

Total P, 9

Total NP, 9

Practitioners vs. Non-Practitioners

2021 Rotation Schedules and Composition Charts 
PIOB Meeting (September 28-30, 2020)
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International Ethics Standards Board for Accountants (IESBA) 
 

VACANCIES / RECOMMENDATIONS 

Member category Rotations Re-Appointments Appointments 

Public Member 3 Kiryabwire Adam 

- Borgerth 

Non-Practitioner 3 Friedrich Wu 

Poll - 

Practitioner  1 Unfilled vacancy from 2020 - Kim 

Total 7 3 4 

 
 

ROTATING OFF 

Member category Name Gender Region Professional Classification 

Public Member Fleck* M EU Financial Service Regulator  

Juenemann* M LA Lawyer 

Non-Practitioner  Madden** F EU PAIB-SME 

*Service ending 

**Was not re-nominated for a second term of service  

 

RE-APPOINTMENT RECOMMENDED 

Member category Name Gender Region Professional Classification 

Public Member Kiryabwire F A-ME Academic  

Non-Practitioner Friedrich M NA Consultant 

Poll M EU Consultant 

APPOINTMENT RECOMMENDED 

Member category Name Gender Region Professional Classification 

Public Member Adam F A-ME Standard Setter 

Borgerth F LA Academic 

Non-Practitioner Wu F AS Member Staff 

Practitioner Kim M AS P-Big 4 

 

2021 Rotation Schedules and Composition Charts 
PIOB Meeting (September 28-30, 2020)
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Public Member Gender Region Country
Nominating 

Organization

Professional 

Classification
Service 2021 2022 2023

Adam F A-ME South Africa IRBA Standard Setter 2020 X1

Borgerth F LA Brazil Self Academic 2020 X1

Kiryabwire F A-ME Uganda Self Academic 2018 X

Thomadakis 

(Chair, 2015-2017, 

2018-2021)

M EU Greece Self Standard Setter 2015 X

Non-Practitioner 

Members
Gender Region Country

Nominating 

Organization

Professional 

Classification
Service 2021 2022 2023

Ashley M EU UK CCAB (ICAEW)
Retired P-Big 4 

(KPMG)
2016 X

Friedrich M NA Canada CPA Canada Consultant 2018 X

Fukukawa M AS Japan JICPA Academic 2017 X

McPhee M AU Australia Self 
Government  / 

Consultant 
2016 X

Poll M EU Germany IDW / WPK Consultant 2018 X

Wu F AS China CICPA Member Staff 2020 X1

Practitioner Gender Region Country
Nominating 

Organization

Professional 

Classification
Service 2021 2022 2023

Chaudhary M AS India ICAI-Chartered P-Big 4 (KPMG) 2019 X1

Endsley F NA USA PwC P-Big 4 2020 X1

Gibson F NA USA Grant Thornton P-OIN 2016 X

Haustermans F EU Belgium Deloitte P-Big 4 2016 X

Huesken M NA USA EY P-Big 4 2020 X1

Kim M AS Korea KICPA P-Big4 (EY) 2020 X1

Lee (Deputy Chair, 

2021)
F AS Singapore KPMG P-Big 4 2017 X

Mintzer M NA USA AICPA P-SMP 2019 X1

Total 8 4 6

IESBA Rotation Schedule 2021 Term Ending (X)

Eligible for re-

appointment (X1)

2021 Rotation Schedules and Composition Charts 
PIOB Meeting (September 28-30, 2020)
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IESBA - COMPOSITION CHART 2021

Gender Professional Composition 

Male 10 56%

Female 8 44%
Practitioner - 

Big 4
6 75%

Vacancies 0 0%

Practitioner - 

Large National 

Firm

0%

Total 18 100%

Practitioner - 

Other 

International 

Network

1 13%

Practitioner - 

SMP
1 13%

  

Member Staff 0%

Total P 8 100% Non-Practitioners by Type

Non-Practitioners

Academic 3 30%

Consultant 2 20%

Standard 

Setter
2 20%

Development 

Bank
0%

Africa-Middle 

East
2 11%

Financial 

Services 

Regulator

0%

Asia 5 28% Government 1 10%

Europe 4 22%
International 

Agency
0%

Latin America 

& Caribbean
1 6% Member Staff 1 10%

North America 5 28%
Non-Gov 

Organization
0%

Australasia & 

Oceania
1 6% Other - Lawyer 0%

Vacancies 0 0% Other - Auditor 0%

Total 18 100%
PAIB - Large 

Entity
0%

PAIB - SME 0%

Public Sector - 

Auditor 

General

0%

Public Sector - 

Preparer 
0%

Retired - PAIB 

Large Entity
0%

Retired 

Practitioner - 

Big 4

1 10%

Retired - Other 0%

Total NP 10 100%

Vacancies

Total 18

Practitioners 

Practitioners by Type

Regional Composition

Male, 10

Female, 8

Gender

Africa-
Middle 
East, 2

Asia, 5

Europe, 4

Latin 
America & 
Caribbean, 

1

North 
America, 5

Australasia & 
Oceania, 1

Regions

0 1 2 3 4 5 6 7

Practitioner - Big 4

Practitioner - Large National Firm

Practitioner - Other International Network

Practitioner - SMP

Member Staff

0 1 2 3 4

Academic

Consultant

Standard Setter

Development Bank

Financial Services Regulator

Government

International Agency

Member Staff

Non-Gov Organization

Other - Lawyer

Other - Auditor

PAIB - Large Entity

PAIB - SME

Public Sector - Auditor General

Public Sector - Preparer

Retired - PAIB Large Entity

Retired Practitioner - Big 4

Retired - Other

Total P, 8

Total NP, 10

Practitioners vs. Non-Practitioners

2021 Rotation Schedules and Composition Charts 
PIOB Meeting (September 28-30, 2020)
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Nominating Committee 

VACANCIES / RECOMMENDATIONS 

Member category Rotations Re-Appointments Appointments 

Ex-Officio Members 1 - Resmouki 

Ordinary Members 2 Sekine Cheng 

Total 3 1 2 

 

ROTATING OFF 

Member category Name Gender Region Professional Classification 

Ex-Officio Members Joo* M AS Academic 

Ordinary Members Andrade* M LA P-SMP 

*Service ending 

 

RE-APPOINTMENT RECOMMENDED 

Member category Name Gender Region Professional Classification 

Ordinary Member Sekine F AS Non-Executive Director 

APPOINTMENT RECOMMENDED 

Member category Name Gender Region Professional Classification 

Ex-Officio Members Resmouki F A-ME P-Big 4 

Ordinary Member Cheng M LA P-Big 4 
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Ex-Officio Members Gender Region Country
Nominating 

Organization

Professional 

Classification
Service 2021 2022

Johnson (Chair, 2021-

2022)
M EU UK (Portugal) ACCA PAIB-LE 2019 X

Resmouki (Deputy 

Chair, 2021-2022)
F A-ME Morocco OECRM

P-Big 4 

(Deloitte)
2021 X1

Members Gender Region Country
Nominating 

Organization

Professional 

Classification
Service 2021 2022

Byrne F NA USA AICPA* P-OIN (Mazars) 2018 X

Cesar M LA Colombia INCPC
P-Big 4 

(Deloitte)
2021 X1

Codling M AU Australia
CAA NZ/CPA 

AU
P-Big 4 (PwC) 2018 X

Peasah F A-ME Ghana ICAG Government 2020 X1

Schruff M EU Germany IDW/WPK P-Big 4 (KPMG) 2020 X1

Sekine F AS Japan JICPA

Consultant / Non-

Executive 

Director 
2019 X

Total 4 4

NC Rotation Schedule  2021 Term Ending (X)

Eligible for re-

appointment (X1)

2021 Rotation Schedules and Composition Charts 
PIOB Meeting (September 28-30, 2020)
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NC - COMPOSITION CHART 2021

Gender Professional Composition 

Male 4 50%

Female 4 50%
Practitioner - 

Big 4
4 80%

Vacancies 0 0%

Practitioner - 

Large National 

Firm

0 0%

Total 8 100%

Practitioner - 

Other 

International 

Network

1 20%

Practitioner - 

SMP
0 0%

Total P 5 100%

Non-Practitioners by Type

Non-Practitioners

Academic 0%

Consultant 1 33%

Standard Setter 0%

Development 

Bank
0%

Financial 

Services 

Regulator

0%

Africa-Middle 

East
2 29% Government 1 33%

Asia 1 14%
International 

Agency
0%

Europe 1 14%
Member Body 

Staff
0%

Latin America 

& Caribbean
1 14%

Non-Gov 

Organization
0%

North America 1 14% Other 0%

Australasia & 

Oceania
1 14% Other - Auditor 0%

Vacancies 0 0%
PAIB - Large 

Entity
1 33%

Total 7 100% PAIB - SME 0%

Public Sector - 

Auditor General
0%

Public Sector - 

Preparer 
0%

Retired - PAIB 

Large Entity
0%

Retired 

Practitioner - 

Big 4

0%

Retired - Other 0%

Total NP 3 100%

Vacancies

Total 8

*The regional composition analysis excludes the IFAC President based on the status as a Global Chair 

Practitioners 

Practitioners by Type

Regional Composition**

Male, 4

Female, 4

Gender

Africa-
Middle 
East, 2

Asia, 1

Europe, 1

Latin America 
& Caribbean, 1

North 
America, 1

Australasia 
& Oceania, 

1

Region

0 1 2 3 4 5

Practitioner - Big 4

Practitioner - Large National Firm

Practitioner - Other International Network

Practitioner - SMP

0 1 2

Academic

Consultant

Standard Setter

Development Bank

Financial Services Regulator

Government

International Agency

Member Body Staff

Non-Gov Organization

Other

Other - Auditor

PAIB - Large Entity

PAIB - SME

Public Sector - Auditor General

Public Sector - Preparer

Retired - PAIB Large Entity

Retired Practitioner - Big 4

Retired - Other

Total P, 5

Total NP, 3

Practitioners vs. Non-Practitioners

2021 Rotation Schedules and Composition Charts 
PIOB Meeting (September 28-30, 2020)
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