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Meeting: IESBA CAG Agenda Item 

H-1 Meeting Location: New York 

Meeting Date: March 5, 2018 

Structure of the Code  

Objectives of Agenda Item 

1. To note the report-back on the September 2017 CAG discussion about the Structure of the Code 

(Structure) project.  

Project Status and Timeline 

2. The Appendix to this paper provides a history of previous discussions with the CAG on this topic, 

including links to relevant CAG documentation. A report back on the September 2017 CAG 

discussion is included in paragraph 10 below.  

3. In response to its research findings and stakeholder, the IESBA approved the Structure project in 

2014 to enhance the clarity and usability of the extant Code. 

IESBA Activities since September 2017 CAG Meeting  

4. At its December 2017 meeting, the IESBA approved the final text of the International Code of Ethics 

for Professional Accountants (including International Independence Standards) (the “restructured 

Code”) which includes:  

 Structural and drafting enhancements developed under the Structure of the Code (Structure) 

project;  

 Revisions to the provisions pertaining to safeguards in the Code, including enhancements to 

the conceptual framework, developed under the Safeguards project;  

 Revisions to clarify the applicability of the provisions in Part C 1  of the extant Code to 

professional accountants in public practice (PAPPs), developed under the Applicability project;2 

and  

 New application material relating to professional skepticism and professional judgment, 

developed under the Professional Skepticism (short-term) project.3  

CAG Member Organizations are strongly encouraged to join the IESBA in promoting 

awareness of the revised and restructured Code to support its effective implementation. 

5. Subject to Public Interest Oversight Board (PIOB) approval, the restructured Code is expected to be 

                                                            
1    Extant Part C – Professional Accountants in Business  

2  Part 1 – Complying with the Code, Fundamental Principles and Conceptual Framework, Section 120, The Conceptual 
Framework, paragraph R120.4; and Part 3 – Professional Accountants in Public Practice, Section 300, Applying the 
Conceptual Framework – Professional Accountants in Public Practice, paragraphs R300.5 to 300.5 A1 

3  Part 1, Section 120, paragraphs 120.5 A1, 120.5 A2 and 120.13 A1 to 120.13 A2 
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released by early April 2018. Additional information about the restructured Code, including its 

effective date is available at: www.ethicsboard.org/restructured-code.  

6. The completion of the Structure project has established a new structure and drafting convention for 

the Code. Accordingly, the restructured Code includes restructured texts of significant recent 

revisions to several sections of the extant Code addressing non-compliance with laws and regulations 

(NOCLAR), long association (LA) and issues relating to professional accountants in business 

(PAIBs).  

7. The restructured Code does not include provisions relating to inducements, including gifts and 

hospitality. Those provisions are being revised as part of a separate project, which the IESBA 

anticipates finalizing in June 2018. 

Effective Date  

8. The IESBA determined that: 

 Parts 1, 2 and 3 of the restructured Code will be effective as of June 15, 2019;  

 Part 4A relating to independence for audit and review engagements will be effective for audits 

and reviews of financial statements for periods beginning on or after June 15, 2019; and  

 Part 4B relating to independence for assurance engagements with respect to subject matter 

covering periods of time will be effective for periods beginning on or after June 15, 2019; 

otherwise, it will be effective as of June 15, 2019. 

Early adoption is permitted.  

9. In finalizing the Structure project, the IESBA considered questions about the effective date for the 

revised long association provisions which the IESBA released in January 2017 as a “close-off 

document” under the previous structure and drafting conventions. The IESBA determined that the 

effective date for those Long Association provisions is as follows (following a modification): 

(a) Subject to the transitional provision in (c) below, paragraphs 290.148 to 290.168 are effective 

for audits of financial statements for periods beginning on or after December 15, 2018. 

(b) For assurance engagements covering periods, paragraphs 291.137 to 291.141 will be effective 

for periods beginning on or after December 15, 2018; otherwise, they will be effective as of 

December 15, 2018. 

(c) Paragraph 290.163 shall have effect only for audits of financial statements for periods 

beginning prior to December 15, 2023. This will facilitate the transition to the required cooling-

off period of five consecutive years for engagement partners in those jurisdictions where the 

legislative body or regulator (or organization authorized or recognized by such legislative body 

or regulator) has specified a cooling-off period of less than five consecutive years. 

The effective date of the restructured Code does not override the effective date of the revised Long 

Association provisions. 

IESBA Interaction with CAG  

10. This Report Back serves as the final update to the CAG Representatives on the Structure project. There 

are no issues being raised at this time, as the project is now finalized. 
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Report Back on September 2017 CAG Discussion 

11. Below are extracts from the draft minutes of the September 2017 CAG meeting4 and an indication of 

how the Task Force/IESBA has responded to CAG Representatives’ comments. 

Matters Raised Task Force /IESBA Response 

STAKEHOLDER PARTICIPATION IN RESPONDING TO EDS 

Ms. Manabat noted that there were 40 

respondents to Structure ED-2, and inquired about 

whether there was a process in place to engage 

with all stakeholders in order to ensure that the 

IESBA achieved a good balance in the 

representation of stakeholders who comment on 

its EDs.  

Mr. Koktvedgaard added that in his view, Ms. 

Manabat’s comment suggested the need for a 

broader consideration about the actions that might 

be taken by the IESBA and the CAG to solicit 

input on the IESBA’s EDs from stakeholders who 

do not typically respond.  

Ms. Singh explained that due to resource 

limitations and the current pace of changes in 

standards relating to financial reporting more 

broadly, investors are forced to be selective in 

determining which consultations they respond to. 

She further explained that in the case of Structure 

ED-2, the CFA Institute did not submit a response 

simply because it prioritized its resources on 

responding to the IAASB’s Exposure Draft relating 

to Accounting Estimates. 

Point taken into account.  

Mr. Thomson explained that the responses were 

quite extensive because a number of the 

respondents already represent collective views. He 

noted in particular that: 

 The members of IOSCO regulate more than 

95 percent of the world’s securities markets in 

more than 115 jurisdictions. He also noted 

that the Task Force held a teleconference with 

representatives of IOSCO Committee 1 in July 

2017 to further understand its comments.  

 The IESBA routinely seeks input on its 

projects from all stakeholders, including:  

o National standard setters (NSS), who 

are very engaged in the process through 

the annual IESBA-NSS liaison meeting; 

and 

o Firms (meetings at least twice a year 

with each of the Forum of Firms and the 

IFAC SMP Committee).  

In addition to project outreach, Mr. Thomson noted 

that the IESBA had issued a consultation paper as 

well as two EDs, and conducted stakeholder 

interviews for purposes of the project research. 

Accordingly, the input that the IESBA had received 

from stakeholders was very comprehensive. 

Acknowledging Mr. Koktvedgaard’s comment, Dr. 

Thomadakis observed that the challenge in 

obtaining input from certain stakeholders 

(specifically investors and those charged with 

governance) is not unique to the IESBA. He added 

                                                            
4 The September 2017 CAG minutes will be approved during the March 2018 IESBA CAG meeting. 
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Matters Raised Task Force /IESBA Response 

that the IESBA welcomes suggestions about how 

best to encourage those stakeholders to respond to 

its EDs, in particular on technical projects such as 

Structure. 

NATURE OF CHANGES TO EXTANT CODE 

Mr. Hansen expressed support of the compilation 

of the restructured Code, noting that he believed it 

was more logically organized, and that it had 

clarified the provisions of the Code. 

Support noted.  

Ms. Manabat questioned the nature of the 

revisions being made to the extant Code, 

wondering in particular about the meaning of the 

word “restructuring.” She also asked for 

clarification about the process that the IESBA 

used to ensure that the current provisions in the 

Code were not weakened or inadvertently 

changed.  

Mr. Baumann inquired whether any of the extant 

Code’s requirements had been demoted to 

application material.  

Mr. Thomson summarized the nature of the 

restructuring changes made to the Code. He 

explained in particular that: 

 The objective of the Structure project was to 

improve the structure and drafting convention 

for the Code to make it clearer and more 

understandable, and that a key objective of 

the project was to not weaken the extant 

Code. In this regard, he noted that the Task 

Force had compared each paragraph of the 

extant Code to those in the restructured Code 

and published mapping tables and tables of 

concordance to enable stakeholders to satisfy 

themselves about the nature of the changes.  

 The restructured Code also include 

safeguards-related revisions developed by the 

Safeguards project and that some of those 

revisions are to clarify the application of the 

conceptual framework and improve the clarity, 

appropriateness and effectiveness of the 

examples of safeguards throughout the Code. 

Ms. Manabat questioned whether, even though 

there were no changes in principles, the 

restructured Code was now more rules-based 

rather than principles-based.  

Mr. Thomson explained that similar to the extant 

Code, the restructured Code is “principles-based.” 

He explained that the restructured Code, however, 

includes more robust, prominent and explicit 

requirements relating to: 

 Complying with the fundamental principles of 

ethics;  
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Matters Raised Task Force /IESBA Response 

 Being independent when performing audits, 

reviews and other assurance engagements; 

and  

 Applying the conceptual framework to identify, 

evaluate and address threats to compliance 

with the fundamental principles and 

independence.  

Mr. Thomson noted that the improvements to the 

restructured Code would make it implementation by 

professional accountants easier and more 

enforceable.  

MATTERS OUTSIDE THE SCOPE OF THE PROJECT 

Ms. Meng inquired about the IESBA’s plans for 

dealing with matters that are determined to be 

outside the scope of the project (e.g., requests for 

clarification about the concept of “close and 

immediate family”).  

Mr. Thomson explained that the IESBA will consider 

these matters as part of the development of its 

future Strategy and Work Plan which the IESBA 

anticipates finalizing by the end of 2018. 

OTHER MATTERS  

Mr. Hansen inquired at what point pilot testing 

would be undertaken as this would provide 

valuable input.  

 

Mr. Thomson explained that the Board had explored 

this in Phase 1 of the project in that it had 

encouraged firms and NSS to consider the 

proposals and flag any potential implementation 

challenges. The IESBA has not labeled this as pilot 

testing per se but it provided a basis for the Board to 

be made aware of potential implementation issues. 

He also explained that the Board planned to 

undertake a post-implementation review of the 

restructured Code, and in this regard it anticipates 

having to work closely with all stakeholders, in 

particular firms, regulators and audit oversight 

authorities. 

Mr. van der Ende noted that local jurisdictions 

have different approaches to the level of 

prescriptiveness in their local codes. For example, 

he noted that some jurisdictions have local codes 

that are more prescriptive and “rules-based” in 

comparison to the Code’s “principles-based” 

provisions. He then asked about whether and how 

Mr. Thomson highlighted that the new architecture 

for the Code emphasized the provisions relating to 

compliance with the fundamental principles, 

juxtaposed with specific requirements where 

appropriate. This approach helps achieve the right 

balance between principles and rules. He believed 

that this would lead to a change in practice as PAs 



Structure of the Code  

IESBA CAG Meeting (March 2018) 

 

 

Agenda Item H-1 

Page 6 of 9 

Matters Raised Task Force /IESBA Response 

the Board planned to deal with this issue in 

considering the rollout and implementation 

activities for the restructured Code.  

 

would no longer be able to consider a requirement 

in isolation. Dr. Thomadakis added that the 

Structure project was informed by global outreach 

involving all categories of stakeholders. He noted 

that stakeholders had expressed consistent support 

for a principles-based Code. 

PROPOSED EFFECTIVE DATE 

Mr. Hansen inquired about the effective date for 

the restructured Code.  

 

Mr. Thomson explained that the IESBA would 

consider respondents’ feedback on this matter 

during its September 2017 meeting and the Task 

Force’s recommendation. Mr. Siong explained that 

the provisions relating to inducements are being 

revised as part of a separate project, and that the 

IESBA expects to finalize these provisions by June 

2018. He also explained that the Task Force would 

propose to the IESBA that the revised inducements 

provisions have the same effective date as that of 

the restructured Code. Mr. Koktvedgaard expressed 

support for the Task Force’s recommendation. 

Matter for CAG Consideration 

12. The CAG is asked to note the report back.  

Material Presented – FOR IESBA CAGs REFERENCE PURPOSES ONLY  

[link only] Approved text for the Restructured Code  
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Appendix  

Project History 

Project: Structure of the Code  

Summary 

 CAG Meeting IESBA Meeting 

Project commencement5 March 2014 

September 2014  

March 2014 

June 2014 

September 2014 

December 2014 

Development of proposed international 

pronouncement for Phase I (up to 

exposure) 

March 2015  

September 2015 

 

April 2015  

June/July 2015 

September 2015 

November/December 2015 

 

Phase I Exposure Draft/ Structure ED-1 December 2015 – April 18, 2016 

Consideration of significant comments on 

Phase 1 Exposure Draft (up to agreement 

in principle) 

 

September 2016 June 2016 

September 2016  

December 2016 

Development of proposed international 

pronouncement for Phase 2 (up to 

exposure) 

March 2016 

September 2016 

March 2016 

June 2016 

September 2016 

                                                            
5  The scope for the Structure project and the approach to restructuring the extant Code was informed by extensive research 

conducted with various stakeholders, including the CAG. For example, the CAG advised IESBA on:  

 The development of a Terms of Reference for the Working Group formed to advise the IESBA on improving the structure 

of the IESBA Code in April 2013 (see Agenda Items C, and C-1 and related final minutes of the April 2013 CAG meeting); 

and  

 That Working Group’s preliminary analysis of research findings in September 2013 (see Agenda Items G and G-1 and the 

related final minutes of the September 2013 CAG meeting). 

The project was also informed by the feedback from respondents to a November 2014 Consultation Paper (CP), Improving the 

Structure of the Code of Ethics for Professional Accountants which sought input from stakeholders on approaches that could be 

taken to improve the clarity of the Code by revising its structure. The CP notes that the Structure project aims to improve the 

usability of the Code, thereby facilitating its adoption, effective implementation and consistent application. 



Structure of the Code  

IESBA CAG Meeting (March 2018) 

 

 

Agenda Item H-1 

Page 8 of 9 

December 2016 

Phase 2 Exposure Draft/ Structure ED-2 January 2017 – May 25, 2017 

Consideration of significant comments on 

Phase 2 Exposure Draft (up to approval ) 

 

September 2017 June 2017  

September 2017 

Approval  n/a  December 2017  

CAG Discussions: Detailed References 

Project 

Commencement 

March 2014 

See IESBA CAG meeting material here (see Agenda Items F and F-1, F-2, 

F-3, F-4 and F-5) and final CAG meeting minutes (see section F).   

September 2014 

See IESBA CAG meeting material here (see Agenda Items F and F-1) and 

final CAG meeting minutes (see section F).   

Development of 

proposed 

international 

pronouncement (up to 

exposure of Phase 1)  

Consideration of 

significant comments 

on Phase 1 Exposure 

Draft (up to 

agreement in 

principle) 

March 2015 

See IESBA CAG meeting material here (see Agenda Items C and C-1) and 

final CAG meeting minutes (see section C).   

September 2015 

See IESBA CAG meeting material here (see Agenda Items D and D-1) and 

CAG meeting minutes at Agenda Item A (see section D).  

March 2016 

See IESBA CAG meeting material here (see Agenda Items D-1 and D-1.1) 

and final CAG meeting minutes (see section D).   

September 2016 

See IESBA CAG meeting material here (see Agenda Items B, B-1 and B-2) 

and final CAG meeting minutes (see section B). 

Development of 

proposed 

international 

pronouncement (up to 

exposure of Phase 2) 

September 2016  

See IESBA CAG meeting material here (see Agenda Items B, B-1 and B-2) 

and final CAG meeting minutes (See section B). 

March 2017  

See report-back on CAG September 2016 meeting discussion here (see 

Agenda Item G-1) and final CAG meeting minutes (see Section G).  
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 September 2017  

See IESBA CAG meeting material here (see Agenda Items C and C-1 

meeting minutes at Agenda Item A (see section C). 

 

 


