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

Accountants (IESBA). 

The IESBA is an independent standard-setting board that develops and issues high-quality ethical 

standards and other pronouncements for professional accountants worldwide. Through its activities, the 

IESBA develops the Code of Ethics for Professional Accountants, which establishes ethical requirements 

for professional accountants.  

The objective of the IESBA is to serve the public interest by setting high-quality ethical standards for 

professional accountants and by facilitating the convergence of international and national ethical 

standards, including auditor independence requirements, through the development of a robust, 

internationally appropriate code of ethics. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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

Federation of Accountants (IFAC).  

Copyright © November 2014 by the International Federation of Accountants (IFAC). For copyright, 

trademark, and permissions information, please see page 23. 

http://www.ifac.org/ethics
http://www.ifac.org/ethics
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REQUEST FOR COMMENTS 

This Exposure Draft, Proposed Changes to Part C of the Code, was developed and approved by the 

International Ethics Standards Board for Accountants (IESBA).  

The proposals in this Exposure Draft may be modified in light of comments received before being issued 

in final form. Comments are requested by February 14, 2015.  

Respondents are asked to submit their comments electronically through the IESBA website, using the 

“Submit a Comment” link. Please submit comments in both a PDF and Word file. Also, please note that 

first-time users must register to use this feature. All comments will be considered a matter of public record 

and will ultimately be posted on the website. Although IESBA prefers that comments are submitted via its 

website, comments can also be sent to Ken Siong, IESBA Technical Director at 

kensiong@ethicsboard.org. 

This publication may be downloaded from the IESBA website: www.ethicsboard.org. The approved text is 

published in the English language. 

 

https://www.ifac.org/publications-resources/proposed-changes-certain-provisions-code-addressing-non-assurance-services-au
mailto:kensiong@ethicsboard.org
http://www.ethicsboard.org/
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EXPLANATORY MEMORANDUM 

Introduction 

This memorandum provides background for, and an explanation of, the proposed changes to the 

International Ethics Standards Board for Accountants (IESBA) Code of Ethics for Professional 

Accountants (the Code) intended to clarify and strengthen Part C of the Code applicable to Professional 

Accountants in Business (PAIB), including:  

 Preparation and Reporting of Information; 

 Pressure by superiors and others to breach the fundamental principles; and  

 All other sections of Part C, excluding Inducements and S360 regarding Non-Compliance with Laws 

and Regulations  

The IESBA approved these proposed changes for exposure in October 2014. 

The IESBA welcomes all comments on the proposed changes. In addition to general comments, the 

IESBA welcomes comments on the specific questions that are contained at the end of this memorandum. 

Background 

In February 2012, the IESBA established a Task Force to study reported accounting irregularities at 

certain companies and determine whether Part C – Professional Accountants in Business should be 

strengthened to further promote ethical behavior by PAIBs. In addition, Part C has received less attention 

than other parts of the Code in recent years and, therefore, the IESBA considered that a review of the 

Part C provisions would be timely.  

The IESBA approved, in March 2013, a project to review Part C of the Code to determine whether its 

provisions remain appropriate and robust. The Exposure Draft addresses Phase 1 of the project which 

includes Sections 300, 310, 320, 330 and 340 of the Code. Phase 1 addresses pressure placed on PAIBs 

by superiors and others to breach the fundamental principles, and the responsibility of PAIBs to produce 

financial reports that are faithful representations. The IESBA proposes few changes to Sections 300, 310, 

330 and 340. Section 300 includes a number of paragraphs regarding threats and safeguards. The Task 

Force believes some further changes to Section 300 may follow an IESBA project on Safeguards.    

Phase 2 of the project will address Section 350, Inducements, which is related to gifts, facilitation 

payments and bribes. 

Significant Matters 

Presentation of Information (Section 320). 

The title of Section 320 has been changed from “Preparation and Reporting of Information” to 

“Presentation of Information” This is intended to make the emphasis broader than an inference of written 

reports. Presentation of information is intended to incorporate preparation and reporting of information.  

Although the extant Section 320 addresses all forms of information, the emphasis is on external financial 

information because that is likely to be of greater public interest. In addition, this exposure draft raises the 

profile of information other than external financial information to recognize that PAIBs typically present 
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information for internal purposes. The requirements apply consistently to all information because a PAIB 

may not know whether their work may end up within external financial information. 

The current Code includes a requirement to prepare information fairly and honestly but does not explain 

what fairly and honestly means. This proposal summarizes the requirement in paragraph 320.2 and 

provides a list of factors to assist the PAIB in understanding the meaning of “in a manner that is fair and 

honest”.  

The proposal recognizes five ways in which it is possible to use discretion in a manner to mislead even 

while complying with an applicable reporting framework. Consistent with the fundamental principle of 

integrity in Section 110.2, Section 320 prohibits the use of discretion in a manner that is intended to 

mislead. The word “intended” is used to recognize that the intention of the PAIB is critical in this matter 

rather than whether information is misleading or not.  

Paragraph 320.4 is intended to provide a benchmark for information that is not required to be prepared in 

accordance with an applicable reporting framework. Such information is extremely wide ranging and 

extends from formal information for external users to ad hoc internal notes. PAIBs often prepare such 

information and the IESBA believes reference to it should be included in the guidance. 

The current Code requires a PAIB to take steps to be disassociated from misleading information, but 

provides no guidance as to how a PAIB can disassociate from misleading information. Examples of ways 

to disassociate are provided in paragraph 100.24, but the only example that is relevant to a PAIB is to 

resign from the employing organization. Paragraph 320.6 requires a PAIB to take steps to resolve the 

matter before considering disassociation and provides a number of possible steps. The proposed 

guidance also provides a number of practical steps that a PAIB can consider in order not to be associated 

with misleading information. Paragraph 320.7 provides such practical steps if attempts to resolve the 

matter are unsuccessful. After exhausting all possible options, if the information is still misleading, 

Paragraph 320.8 would require that the PAIB refuse to be or to remain associated with the information, 

and also consider their continuing relationship with the employing organization. 

Pressure by superiors and others to breach the fundamental principles. (Section 370) 

There are a number of references to pressure placed on professional accountants in Part C and Part A of 

the Code. The research undertaken by the Task Force indicated that pressure is the most frequent source 

of enquiries to IFAC member body ethical guidance “help lines” from PAIBs. Accordingly, IESBA created a 

new Section 370 within Part C that addresses all forms of pressure and provides practical guidance to 

support a PAIB facing pressure. Section 370 also prohibits a PAIB from putting pressure on others that 

would create a threat to breach the fundamental principles. Section 370 provides guidance to PAIBs in 

relation to pressure relating to the issues addressed in other sections of Part C. 

Pressure is subjective and is therefore difficult to address within an ethics Code. Some pressure is 

entirely appropriate, such as ordinary pressure faced when subject to a deadline. Such pressures must 

be managed, but they do not necessarily result in a breach of the fundamental principles. Section 370 

addresses pressure that could create threats to the fundamental principles as an objective benchmark. It 

also notes that pressure can come from a variety of sources, including external sources and may be 

implicit (e.g., pressure resulting from financial market expectations or colleagues). A wide variety of 

examples are provided. 

Section 370 is primarily focused on providing practical guidance to support the PAIB facing pressure. This 

is supported by a requirement for the PAIB not to allow pressure to result in a breach of the fundamental 

principles.  



PROPOSED CHANGES TO PART C OF THE CODE 

6 

The practical guidance on how to deal with pressure is addressed in paragraphs 370.5 and 370.6. 

Paragraph 370.5 helps the PAIB to assess whether the pressure could lead to a breach of the 

fundamental principles, in other words, to distinguish such pressure from quotidian pressure. Paragraph 

370.6 suggests a number of actions the PAIB may wish to consider after he or she has determined that 

the pressure would lead to a breach. Some of the factors to consider in paragraph 370.5 and the actions 

to take in paragraph 370.6 overlap. For example, engaging in constructive challenge with the individual 

exerting the pressure may address the pressure and/or clarify whether the pressure is quotidian pressure. 

Paragraph 370.7 recognizes that in some circumstances, pressure that would result in a breach of the 

fundamental principles cannot be alleviated or eliminated; in those circumstances the PAIB shall decline 

to undertake or discontinue the professional activity.  

The Board believed it would be more helpful to the PAIB facing pressure for Section 370 to be drafted to 

provide practical guidance rather than conform to the threats and safeguards approach described in the 

Conceptual Framework.      

Other Sections, excluding Section 350 (Inducements) 

No substantive changes have been made to Sections 300, 310, 330 and 340 although a number of 

clarifications and conforming changes have been made.  

Project Timetable 

Subject to comments received on the Exposure Draft, the IESBA intends to finalize the changes to the 

Code in the second half of 2015. 

Guide for Respondents 

The IESBA welcomes comments on all matters addressed in the Exposure Draft. Comments are most 

helpful when they refer to specific paragraphs, include the reasons for the comments, and, where 

appropriate, make specific suggestions for any proposed changes to wording. When a respondent agrees 

with proposals in this Exposure Draft (especially those calling for change in current practice), it will be 

helpful for the IESBA to be made aware of this view. 

Request for Specific Comments 

The IESBA would welcome views on the following questions: 

1. Do the revisions to Section 320 provide helpful guidance to PAIBs? 

2. Do the revisions to Section 370 provide helpful guidance to PAIBs? 

3. Is there additional guidance on pressure that should be added to Section 370?  If so, please 

describe what additional guidance is needed. 

4. Do you believe any further changes to Sections 300, 310, 330 or 340 are necessary? If so, 

please describe what additional changes are needed. 

Request for General Comments 

In addition to the request for specific comments above, the IESBA is also seeking comments on the 

matters set out below: 
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(a) Preparers (including Small and Medium Entities), and users (including regulators)—The IESBA 

invites comments on the proposed changes from preparers (particularly with respect to the practical 

impacts of the proposed changes), and users. 

(b) Developing Nations—Recognizing that many developing nations have adopted or are in the 

process of adopting the Code, the IESBA invites respondents from these nations to comment on 

the proposed changes, and in particular, on any foreseeable difficulties in applying them in a 

developing nation environment.  

(c) Translations—Recognizing that many respondents may intend to translate the final changes for 

adoption in their own environments, the IESBA welcomes comment on potential translation issues 

respondents may note in reviewing the proposed changes. 

(d) Effective Date—The IESBA proposes that the effective date for the changes will not be less than 12 

months after issuance of the final changes. Earlier application would be permitted. The IESBA 

welcomes comment on whether this minimum period would be sufficient to support effective 

implementation of the changes. 
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PROPOSED CHANGES TO PART C 

(MARK-UP VERSION) 
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PROPOSED CHANGES TO PART C 

(CLEAN VERSION) 
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The Code of Ethics for Professional Accountants, Exposure Drafts, Consultation Papers, and other IESBA 

publications are published by, and copyright of, IFAC.  

The IESBA and IFAC do not accept responsibility for loss caused to any person who acts or refrains from 

acting in reliance on the material in this publication, whether such loss is caused by negligence or 

otherwise. 

The IESBA logo, ‘International Ethics Standards Board for Accountants, ‘IESBA’, ‘The Code of Ethics for 

Professional Accountants’, the IFAC logo, ‘International Federation of Accountants’, and ‘IFAC’ are 

trademarks and service marks of IFAC. 

Copyright © November 2014 by the International Federation of Accountants (IFAC). All rights reserved. 

Permission is granted to make copies of this work to achieve maximum exposure and feedback provided 

that each copy bears the following credit line: “Copyright © November 2014 by the International 

Federation of Accountants (IFAC). All rights reserved. Used with permission of IFAC. Permission is 

granted to make copies of this work to achieve maximum exposure and feedback.” 
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