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Proposed IESBA Strategy and Work Plan 2019-2023—Compilation of General Comments 
 

# Source Comment 

1.  AAT1 AAT is always supportive of attempts to raise the bar on ethics in the profession and expanding adoption and implementation. 

Maintaining and growing public trust are crucial if the profession is to thrive in a rapidly evolving technological and regulatory landscape, 

and organisations like IESBA have the potential to shape and develop the principles that will help to build that trust. 

2.  ACCA In our opinion, the consultation paper includes the key elements of what the IESBA will be expected to address during the five-year 

strategy period, including aggressive tax avoidance, the digital economy (including cyber-security) and others. However, the process of 

standard-setting can be a long one, and so the timing (including prioritising) of projects is an important consideration if the IESBA is to 

remain agile. 

While advancing the Code’s relevance and impact will require such agility, this must be balanced with the strategic theme of expanding the 

IESBA’s perspectives and inputs, and we welcome the enhanced level of strategic and technical coordination with the other standard-

setting Boards. But we should also remind the IESBA of its clear intention (stated at the time of issuing its strategy survey in April 2017) to 

resist ‘standards overload’ and to resist further changes to the Code in the near future following the completion of the restructure project. 

This is particularly important to professional accountants working in SMPs and SMEs, and also in jurisdictions in which it is necessary to 

translate the Code from English. 

 Vision for the Code and strategic themes 

This section of the consultation paper is introduced with the following statement: 

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

http://www.ifac.org/publications-resources/consultation-paper-proposed-strategy-and-work-plan-2019-2023
http://www.ifac.org/publications-resources/consultation-paper-proposed-strategy-and-work-plan-2019-2023
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‘The IESBA’s vision is for the Code to be a foundation of strong ethical principles, values and standards to underpin trust in the global 

accountancy profession in a dynamic and uncertain world, and to enable the profession to act in the public interest.’ 

We welcome the stated aim of underpinning trust in the global profession, which is fundamentally in the public interest. In fact, the 

significance of trust is articulated well throughout parts I and II of the consultation paper. In practice, the development of trust in the global 

profession depends on individuals (professionals) accepting responsibility for their personal ethical decision-making and development. 

Professionals must acknowledge that their roles require individual trustworthiness and the development of ethical character. If this is widely 

achieved then, as a collective, trust in the profession will follow. Therefore, we believe it is important that the IESBA remains clear about 

the relationship between the development of individual trust and collective trust. 

A comprehensive, well-structured and clearly-drafted Code will not, in itself, bring about trust in a profession. As explained already, 

individual professionals must first be seen to be trustworthy. In addition, effective processes must be developed within firms, and other 

organisations, in order to develop trust in those organisations. We suggest that the active involvement of institutions in which accountants 

are being taught is important in achieving this. Lecturers must provide the relevant training in trust and ethical development to students and 

organisations that makes clear why ethics is important, and illustrates how challenging ethical decision-making can be. Ethics must be a 

core element of education – running through a professional accountant’s examinations and experience. 

 The three strategic themes 

The three themes set out in paragraph 3 of the consultation paper are: 

1. advancing the Code’s relevance and impact (ensuring it remains fit for purpose, and raising expectations globally concerning ethical 

behaviour) 

2. deepening and expanding the Code’s influence (through increased adoption and effective implementation) 

3. achieving a wider range of perspectives and inputs (through proactive engagement and more avenues for cooperation with 

stakeholders). 

While we support these themes, it should be acknowledged that the third of these is simply a means to an end (the end being 1 and/or 2). 

However, if appropriate engagement is achieved at an early stage, this process may serve to speed up the standard-setting process, rather 

than slow it down. 

 Relevance and impact 

In ensuring that the Code remains fit for purpose, it is important that the IESBA identifies areas in which advances in technology will have 
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the greatest impact on the Code. Technological change may challenge the robustness of the fundamental principles and the conceptual 

framework. It is possible that it will highlight areas of the Code in which appropriate application material will be useful. But while technology 

may impact the application of the conceptual framework to the fundamental principles, there is no evidence that fundamental ethical 

principles themselves are likely to change. 

The IESBA clearly appreciates the importance of the Code being (in the words of the Chairman) ‘future ready’. We believe (as do many 

stakeholders) that a principles-based approach is important in achieving this. A clear articulation of the robustness of a principles-based 

Code, including the application of the conceptual framework, will enhance trust in the profession, as professional accountants will have the 

information and confidence to ‘do the right thing’, rather than search for loopholes. Ethics is more than just compliance with requirements; it 

is an attitude of mind, which arises out of familiarity with a Code that is clearly drafted. 

Care must be taken to guard against regulatory influence eroding the principles-based approach. We assert this in the knowledge that 

regulators typically like ‘bright lines’ (ie rules), as they consider principles to be difficult to monitor and enforce. The argument against this 

viewpoint is that clear principles encourage the right behaviours by ensuring that responsibility for ethical decision-making rests with the 

professional accountant. This, in turn, safeguards the public interest, and enhances the reputation of the profession. 

Nevertheless, the IESBA must look to regulators globally to inform the necessary development of the Code. This remains an important 

element of the third strategic theme. By way of example, ACCA agrees that a review of the definition of ‘PIE’ is due, and we would welcome 

a definition that supports a principles-based approach. 

 Greater influence – Global adoption and effective implementation 

The statistics concerning adoption of the Code (set out in paragraph 18 of the consultation paper) ‘are a strong endorsement for the Code 

and its principles-based approach’.2 The recent restructuring of the Code should (if it has achieved its objectives) provide an opportunity to 

promote global implementation of the Code, rather than mere adoption (which could be achieved by simply ‘pasting’ the IESBA Code into a 

local code). But we would also hope to see a range of resources made widely available through the IESBA website to make adoption and 

understanding easy. However, such resources will only be effective if they are of a high quality and actively promoted. 

In paragraph 19, the consultation paper refers to the issue of ‘fragmented responsibility for ethics standards at the national level’.3 It is not 

clear that the IESBA has addressed this issue in the proposed SWP, or even considered the impact of the issue and how it could 

reasonably be addressed. 

                                                           
2  Proposed strategy and work plan 2019-2023, page 8 

3  Proposed strategy and work plan 2019-2023, page 9 
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 Engagement with stakeholders 

As already stated, strategic theme 3 is a means to an end, and we recommend that IESBA’s final strategy clearly articulates the benefits to 

be gained from the various forms of engagement and cooperation. We would support a process of active engagement with IFAC member 

bodies, in order to involve professionals in the development of the aims of the Code, as well as its content. The views of stakeholders 

should be integrated into the development process, rather than regard the three strategic themes separately. 

It is clear that ‘engaging and seeking cooperating avenues with stakeholders’ requires more than simply gathering perspectives and inputs. 

A detailed strategy for engagement should identify the various groups of stakeholders, and articulate the nature and benefits of 

engagement with each. 

We would support greater collaboration with the other standard-setting Boards. In particular, effective collaboration with the IAESB might 

encourage the involvement of education institutions to develop ethics training with organisations in their countries. This should aim to 

ensure that training in ethics respects cultural differences, even though the ethical principles themselves are robustly upheld across the 

globe. 

We welcome the proposed ‘...enhanced level of strategic and technical coordination…’ between the IESBA and the IAASB.4 This is 

particularly important in an era of rapid technological change, as the various standard-setting Boards will, at times, have common interests. 

Some areas of technological advancement are likely to have an impact on the aims of the Code, technical standards and education 

standards. The value of strategic and technical coordination between all three standard-setting Boards (and other IFAC groups such as the 

SMP and PAIB Committees) should not be underestimated. 

 Conclusions 

Overall, we are supportive of the proposed SWP, as it attends to various significant developments taking place in the professional arena. 

Even though it is ambitious, the aim should be to integrate and develop most of the proposals over time. 

However, it is one of the greatest sources of concern for those who are bound by the Code (or indeed any similar code or legislation) that 

constant change creates uncertainty. It also undermines the robustness of the conceptual framework and, in turn, confidence in the Code. 

The Code has recently been updated and, in some jurisdictions, will not begin to become effective until the middle of next year. The IESBA 

has previously stated its intention to resist ‘standards overload’ and, similarly, we would expect any future changes to the Code to be kept 

to a minimum. The restructured Code must be allowed to ‘bed down’, as professionals who are at the receiving end of constantly changing 

                                                           
4  Proposed strategy and work plan 2019-2023, page 9 
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rules and legislation experience anxiety and uncertainty in practice. 

One of the objectives of the restructuring project was to make the Code more user-friendly, which entails the Code not being so long that it 

is unwieldy. We agree with the assertion in paragraph 17 that the Code must ‘establish a universal baseline’.5 But the IESBA must be alert 

to the danger that the Code will be expanded and refined so that the fundamental principles are obscured by extensive detail or material 

that may be perceived as prescriptive. 

3.  AE We welcome the IESBA’s dynamic approach to its strategy and workplan that considers emerging trends and developments impacting the 

environment in which the profession operates. We also very much welcome the affirmation that the IESBA will continue to vigorously 

promote the fundamental principles and the conceptual framework which are the stable pillars underpinning the Code. We are strong 

believers that only principles-based standards will provide a solid basis to ensure the Code is future ready. 

We consider that the proposed Strategy and Work Plan are ambitious and we recommend focussing on key priorities. In particular, we note 

that the Board’s agenda is very ambitious, especially for the second half of the Work Plan period. Considering the current context of 

reassessing the global structure of the standard-setting model, a longer timeframe should be projected to implement the proposed Strategy 

and Work Plan. Sufficient time should also be allocated to address unexpected developments that may arise. 

4.  AICPA We support the IESBA’s objective of setting high-quality ethics standards for professional accountants around the world and facilitating the 

convergence of international and national ethics standards. Seeking input from member bodies and other interested parties on strategic 

direction and projects prior to commencing proposed projects can facilitate convergence of ethical standards. For example, providing 

advance notice to member bodies regarding specific projects the IESBA is considering undertaking enables member bodies to work on 

similar projects concurrently with the IESBA and provide input to, and receive input from, the IESBA during the standard-setting process. 

This increases the likelihood that consistent standards will be adopted. 

5.  APESB APESB congratulates the IESBA for the completion of the restructured Code. We are of the view that the restructured Code provides a 

robust foundation for all professional accountants with respect to their professional and ethical obligations. 

APESB is supportive of the strategic themes of the IESBA’s SWP, particularly the focus on projects that will enable the Code to remain 

relevant in a fast-changing world. We welcome the IESBA’s plan to continue proactive engagement with its stakeholders including national 

standard setters. 

APESB is concerned that the post-implementation review of Long Association is scheduled to commence in Q1 2022. Australian 

                                                           
5  Proposed strategy and work plan 2019-2023, page 8 
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stakeholders have informed the APESB that the late changes to the Long Association provisions, which were not subject to public 

consultation, have created some challenges in the Australian environment.  

We encourage the IESBA to include adequate time in the post-implementation review to obtain empirical evidence of the impact of the 

revised Long Association provisions on audit quality. Obtaining empirical evidence would provide the IESBA with a robust basis for any 

future decision making by the IESBA as a result of the post-implementation review. 

We also believe the proposed timing of the review needs to factor in the lead time required by firms to implement any changes that may 

occur as a result of the review. Therefore, we are of the view that this review should commence by no later than 2020. 

APESB has engaged with Australian universities to conduct research on the audit partner rotation requirements from an Australian 

perspective. 

APESB will be pleased to provide the results of the Australian research and support and/or participate in any activities that the IESBA will 

undertake in respect of the Long Association post-implementation review. 

Specific Comments 

APESB’s key recommendations for the IESBA’s consideration are: 

 undertake the Long Association post-implementation review in a timely manner, and obtain empirical evidence which supports the 

proposed provisions and the resulting impact on audit quality; 

 amend the definition of Professional Activities to reflect new, and emerging services provided by professional accountants 

appropriately; and 

 consider developing pronouncements on non-assurance services, particularly those relating to specialised professional services which 

are not addressed in the Code. 

6.  BDO Overall, we support the proposals included in the consultation paper.  We had very similar rankings of projects in the IESBA Strategy 

Survey conducted in July 2017 to the rankings in the proposed strategy and work plan. 

We continue to support IESBA’s rationale of having different provisions for entities that are PIE vs. non-PIEs and do not support restrictions 

that would be overly burdensome or unnecessary to apply to non-PIEs. 

7.  CAANZ As a professional body representing over 100,000 members we are supportive of the International Ethics Standards Board for Accountant’s 

(IESBA) proposed vision being “for the Code to be a foundation of strong ethical principles, values and standards to underpin trust in the 
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global accounting profession in a dynamic and uncertain world, and to enable the profession to act in the public interest.” 

8.  CPA Canada We commend IESBA for its efforts in developing this well-presented Consultation Paper and for consulting broadly with stakeholders to 

inform the development of the Proposed Strategy and Work Plan. 

Overall, the PTC is very supportive of the Proposed Strategy and Work Plan and we recognize that it is ambitious and necessary for the 

future. In particular, we were pleased to note the close alignment of the new items identified as priorities for 2019-2023 to the PTC’s 2017 

Survey response submitted in regards to IESBA’s request for input on potential topics and priorities. In developing the Consultation Paper, 

we appreciate that care has been taken by IESBA to assess the proposed actions as well as to consider overall capacity and resources in 

addition to recognizing the need for considering emerging issues that may require actions not already contemplated within the Proposed 

Strategy and Work Plan. 

9.  CPAB The Canadian Public Accountability Board has reviewed these documents, and has shared comments with other regulators through IFIAR.  

In addition to topics covered in the IFIAR response, we would also like to highlight the following items: 

1. We are supportive of the focus on board diversity, and recognize that this is managed through an independent nomination process.  

We do believe that diversity could be strengthened through the use of either rules or target goals for both board diversity and 

independence. 

2. We echo the comments in the IFIAR letter highlighting the importance of the speed of standard setting.  We would also recommend the 

use of technology and innovation to increase the speed and effectiveness of consultation and decision making processes. 

3. We encourage IESBA to consider a project to address practical issues encountered by group and component auditors in applying the 

independence standards in a group audit. 

10.  Crowe IESBA’s paper is well presented and we agree with the three strategic themes. Our detailed comments are presented in the appendix to 

this letter, but we consider that the areas that should receive greatest attention are: 

 The impact of changes in technology; 

 Aligning listed company and public interest entity definitions; 

 Tax planning and related services; and 

 Support for the implementation of the Code. 
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11.  DTT We are a strong supporter of the consistent adoption and implementation of a global set of robust independence standards by regulatory 

authorities, member bodies of the International Federation of Accountants (IFAC), and other users, because we believe this will best serve 

the public interest. We are also of the view that the independence and ethical standards contained in the Code of Ethics for Professional 

Accountants (“Code”) represent robust and credible standards. 

Consequently, we support the Board’s vision for the Code to underpin trust in the profession and to enable the profession to act in the 

public interest. We also support the three strategic themes identified for the period 2019-2023. 

The proliferation of a wide variety of different national and regional standards that diverge from one set of high quality global standards is 

not in the public interest. We believe, overall, that a more substantial share of the Board’s activities should be directed at seeking wider 

understanding, adoption and effective implementation of the Board’s standards, including through proactive engagement with a ll key 

stakeholders. 

12.  EY We welcome the opportunity to contribute to the further development of the IESBA Code of Ethics for Professional Accountants (the 

“Code”) and we continue to support robust ethics standards that will reinforce the integrity and objectivity of auditors worldwide.  While 

developments and trends in technology are rapidly transforming business models, processes, and capabilities, and as well the manner in 

which enterprises interact with the market and other stakeholders, we continue to view the Code to be of fundamental importance to the 

future of the accounting profession and the benchmark for ethics and independence standards across the profession.  As such, we fully 

agree that the Code must stay relevant and applicable, and must be responsive to an ever-changing environment.  Accordingly, we are 

particularly supportive of the efforts that the Board will undertake to advance the Code’s relevance and impact, deepen and expand the 

Code’s influence, and expand the Board’s perspectives and inputs. 

13.  FSR We refer to the comments dated 13. July from Accountancy Europe. 

14.  GT We support the Board’s proposals and believe they will enable IFAC in its mission to serve the public interest and allow the Board to 

achieve its objective of strengthening the IESBA Code (the Code) by continuing to set high-quality standards that will enhance the 

profession. 

15.  HKICPA We support generally the proposed Strategy and Work Plan 2019-2023, including the strategic themes and the majority of the work 

streams for the period.  

Given that there is a global trend of using new technology and innovation in the accounting functions and in providing professional services, 

we welcome IESBA's decision to put in its work plan the work streams for technology and service delivery models as high priority. These 
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two work streams are closely linked as new technology may change the way professional accountants work and bring in new ways of 

service delivery.   

The Code currently does not address the above two topics, we strongly urge the IESBA to re-consider the delivery timeline, in particular for 

the technology work stream. In considering that the project on technology is still at its early days of information gathering, the IESBA may 

wish to consider publishing a non-authoritative document in the interim to alert members of its potential implications on ethics.      

In addition, the impact of technology is wide spread and may also impact areas such as tax planning - how the use of technology has 

affected the decisions for tax planning; the use of technology when providing tax planning and related services. Hence, it would be useful to 

monitor the trend and consider the impact of technology in other work streams.    

We also note that the IESBA has categorised the materiality work stream as medium priority. There have been questions as to whether the 

concept of materiality in the Code, and its application is different or the same as the accounting and auditing standards. Hence, it would be 

useful for professional accountants to understand how the materiality concept is applied in the context of ethics. We would recommend that 

the IESBA prioritise- this work stream as the next key work stream within the Advancing the Code's Relevance and Impact strategic theme 

after professional scepticism, NAS and fee-related matters.  

Though the IESBA has taken a "business as usual" approach when drafting this CP, with the ongoing discussion and development of the 

Monitoring Group's review and the possible changes to the standard setting model, the IESBA (and IAASB) will have to be nimble and 

reactive to keep all options open. 

16.  ICAI We are of the view that the IESBA Consultancy paper on Proposed Strategy and Work Plan, 2019 – 2023 is very well prepared document. 

It really captures all issues of relevance to the Accountancy profession contemporarily, and in the immediate future. We appreciate this 

foresighted and meticulous planning. 

17.  ICAJ We have the following observations in respect of the SWP: 

1. Comments on actions to be taken under the strategic themes 

2. Comments on the Management of the Delivery of the SWP 

3. Matters not addressed by the SWP 

1. Comments on actions to be taken under the strategic themes 

Advancing the Code’s Relevance and Impact 
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We believe that the actions and initiatives set out for this strategic theme are appropriate to the relevant stakeholder concerns raised as 

well as the constantly changing global environment.  As noted in Q3 above, in order to ensure that the Board’s response is timely, the 

studies on Trends and Developments in Technology and Emerging or Newer Models of Service Delivery should be a more urgent priority 

otherwise the Board runs the risk of not responding in a timely manner to the implications of these developments.  Other actions relating to 

NAS, professional skepticism and Fee-related matters are also important areas to address given the high level of public interest.    We 

commend the Board on the plans outlined in these areas and look forward to their timely implementation. 

Deepening and Expanding the Code’s Influence 

The IESBA’s Code has achieved significant acceptance internationally and this theme is important to increasing the reach of the Board in 

promoting strong ethical principles which underpin trust in the global accounting profession.   We note however that not much of the 

Board’s time is committed to this theme and the SWP is again not very specific on the actions to be taken to raise awareness and further 

promote the adoption of the Code.  The pre-commitment actions, while important to those who have already adopted the Code in terms of 

development of the e-Code to increase accessibility and ease of use of the Code, may not necessarily create much impact in respect of 

further promulgation of the Code.  More focus should be put on a more targeted outreach agenda in spaces where the Code has not yet 

been adopted, by possibly seeking endorsements from stakeholders such as investor groups and providing more support to member 

bodies in these jurisdictions. 

Expanding the IESBA’s Perspectives and Inputs 

Although the actions for coordination with the IAASB are clearly stated in terms of the maintenance of an inventory of topics for 

coordination (professional skepticism, ISRS 4400 revision project etc.), the plans for engaging with other stakeholders such as the IAESB, 

NSS, regulators, Forum of Firms, other IFAC committees etc., are not specific.  The Board could perhaps try to identify what areas of 

cooperation are of high importance and be specific in terms of the initiatives for engagement and the timing for adoption.  This is critical to 

achieving the strategic objectives of engagement and cooperation with stakeholders. 

 2. Comments on the Management of the Delivery of the SWP 

We note the matters outlined in Section III of the SWP – Managing Delivery of the SWP 2019 – 2023 – however while the section details 

the current capacity of the Board and the key focus areas of the leadership; it does not clearly outline how the Board will cope with the 

agenda given its own acknowledgement that the SWP is quite ambitious.  This section could perhaps have set out what additional capacity 

or resources may be put in place to be able to achieve the initiatives. 

 3. Matters not addressed by the SWP 
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Given the proposals for reform by the Monitoring Group, although these are still being contemplated, we believe that the SWP should in 

some way address the potential implications from these proposals and how they will affect the strategic objectives of the IESBA should the 

reforms take place. 

18.  ICAS We are supportive of the proposed three key strategic themes, namely: 

“(i) Advancing the Code’s Relevance and Impact, through (i) maintaining a global Code fit for purpose in the evolving environment; and (ii) 

further raising the bar on ethics;  

(ii) Deepening and Expanding the Code’s Influence, through increasing global adoption and effective implementation of the Code; and 

(iii) Expanding the IESBA’s Perspectives and Inputs, through proactively engaging and seeking cooperative avenues with stakeholders.” 

We welcome that with the recent approval of the revised inducements content by the Public Interest Oversight Board (PIOB), the 

restructured Code is now ready for its June 2019 applicable date.  

We very much support the need to better encourage adoption of the Code around the globe. Therefore, we very much welcome that 

“IESBA will pursue close engagement with the IFAC Compliance Advisory Panel regarding adoption of the restructured Code by IFAC 

member organizations. The IESBA will also seek endorsement of the restructured Code by national and international regulatory 

organizations.” 

We welcome that the IESBA intends to study the implications of major technological trends and developments as well as emerging or 

newer models of service delivery, and will take any standard-setting action that may be appropriate to ensure that the Code remains fit for 

purpose. We fully agree that “The desired outcome is for the Code to continue to provide a trusted ethical compass to firms and PAs as 

they upgrade their skills and adapt their services and activities in today’s technological age.” 

We also welcome the ongoing increased coordination with the International Auditing and Assurance Standards Board.  

19.  IDW Whilst we broadly agree with the Proposed Strategy and Workplan, 2019 – 2023, we question the apparent increasing focus on the PIE 

audit market given the fact that the IESBA is tasked with developing a Code of Ethics for global application and refer to our comments 

below in this regard.  

Whilst we fully agree that the profession must aspire to the highest professional ethics, we would also observe that too fast a pace of 

change can be detrimental to achievement. In this vein, we would urge the IESBA to ensure that its intent in “further raising the bar” does 

not result in the Code becoming a continually moving target with which the profession will inevitably struggle to catch up. We would also 

welcome a more long-term strategic consideration as to where the Code “ultimately ought to end up”, rather than just making it more 
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stringent over time in a piecemeal fashion (i.e. what is the “end-game”). In this context we support the proposed post-implementation 

reviews of NOCLAR, long association and the restructured Code, provided this allows a period of no change, whereby imperative reactive 

changes would be the exception. 

We have chosen to restrict our comments to areas for which we have specific concerns in responding to the various sections of, and 

questions posed in, the Consultation. 

 Section I: Vision for the Code and Strategic Themes 

The IDW supports the proposed IESBA’s vision for the Code and the three strategic themes intended to support and guide IESBA’s 

adherence to this vision.  

We especially welcome the IESBA’s stated intention to monitor the effective implementation (i.e., undertaking post-implementation reviews) 

of selected portions of the Code and of the recently restructured Code in due course. In our view, a stock-take of any problematical issues 

is called for before the Code is subject to further changes. In any case, professional accountants do need sufficient time to get to grips with 

new provisions and the revised structure of the Code, so we support the IESBA focusing its resources on research activities to give a 

period of calm for the immediate future.  

We fully support the IESBA’s stated commitment going forward to cooperate with other standard setting boards on matters of common 

interest. In our view this is essential; as is allowing sufficient time therefor.  

However, in the context of the third strategic theme: expanding the IESBA’s perspectives and inputs, we were concerned to read in the 

IESBA’s briefing note for the three Roundtables to debate non-assurance services and professional skepticism, that: “This briefing note 

summarizes the NAS issues that the IESBA has identified to-date, in particular, in relation to audit clients that are public interest entities 

(PIEs)”. Since global roundtables demand significant resources, we believe the focus on a single segment of the audit market may be 

suboptimal. We were further concerned that attendance was by invitation only, so we have some concern at the lack of transparency as to 

whether the roundtables were intended to be open to all interested parties or not.  

Indeed, it has proven challenging for IESBA to connect with the SMP constituency; few comment letters are exclusively from SMPs. In this 

context, although we are encouraged to note that the IESBA envisages continued close liaison with the SMP Committee (paragraph 28), 

we would also welcome the IESBA taking specific further steps to support this liaison to ensure that it is well informed of, and sensitive to, 

issues of particular relevance in an SME/SMP environment. Indeed, in view of our understanding that the three global roundtables in 2018 

focus heavily on the PIE audit market, we are also concerned that the manner in which the IESBA intends to “manage robust outreach and 

communication with stakeholders” (paragraph 34) neglects to include any specific reference to the SMP community.  
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In this context, we would emphasize the importance of a global standard setter that develops a Code for the entire profession to take the 

views of all constituent groups into account and be transparent in doing so. 

20.  IFIAR As audit regulators, we believe that the Code should be clear and enforceable and allow for audits to be performed on a consistent basis.  

The Code should incorporate provisions required to ensure appropriate and consistent auditor behavior: this means, for IESBA, to 

articulate clear ethical principles and supporting ethical provisions, along with clearly linked requirements, to promote better ethical 

behaviours and outcomes. 

Regarding the proposals included in the consultation, we would like to draw IESBA’s attention to the importance of the outcomes expected 

in the Code and to the need for emphasis on some key aspects on which specific importance needs to be placed. 

 Outcomes/Deliverables 

IESBA should remain committed, whenever possible without impeding quality, to projects being finalized within the expected time frame. 

Moreover, as transparency in the process of adoption of new standards remains a key point, we would appreciate accordingly to be 

informed of any change of priorities and/or timeline in the case where the work plan is amended.  

 Public Interest 

We support focus on the public interest, including the needs of investors, in setting ethical standards. This shall contribute to enhancing 

confidence in the audit profession and thereby public trust in financial statements.  

 Non-audit Services 

We welcome IESBA’s work on stronger requirements in the Code for non-audit services provided to audit clients, in line with some of our 

previous comments (for example, see our comment letter regarding “Proposed Revisions Pertaining to Safeguards in the Code – Phase 

2”). We are of the view that such requirements should be responsive to the rapid changes in the types of non-audit services that the auditor 

might wish or might be requested to provide, which we will continue to monitor. 

 Technological Developments 

We concur with the need to ensure standards are adaptable to a rapidly changing environment, since current major trends in technological 

developments strongly impact the way audit engagements are – and will be – performed. In this respect, we agree that IESBA should 

explore the issues that these developments are likely to generate on audit engagements and their ethical implications before assessing 
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whether and how to address them in professional ethical standards for auditors. The high speed of technological developments underlines 

the importance of this analysis being conducted in a timely manner.  

 Key concepts and terms 

We believe some key concepts and terms need to be further specified in the Code, especially the concept of materiality and of “Public 

Interest Entities”. Addressing these topics should help clarifying situations where ethical questions remain open. 

 Coordination with other standards-setting boards/Outreach to stakeholders 

Coordination between standards-setting boards on topics of mutual interest will help avoid inconsistent approaches. In particular, we 

encourage a strong cooperation with IAASB to address overlapping strategic topics in an efficient and consistent way. Professional 

scepticism, technological developments and emerging/newer models of service delivery are key projects where such coordination will be 

particularly important. 

In this context, we encourage IESBA to continue to work closely with all relevant stakeholders to develop ethical standards which prove to 

remain adapted to the evolution of transforming businesses and to further developments of audit standards. 

 Taking into consideration the Monitoring Group’s consultation  

Finally, we believe that the IESBA strategy and work plan for the coming period should remain flexible in order to adapt to any evolution in 

operations of IESBA arising from the Monitoring Group’s current consultation. 

21.  IOSCO We welcome the Board’s thoughtful approach to its 2019-2023 strategy and work plan and its attention both to emerging and existing 

issues.  We appreciate the recent revisions and restructuring of the Code, and we are encouraged that the Board plans to continue to 

pursue strengthening of the Code.  We also welcome the Board’s focus on maintaining and improving its standard-setting process and 

engaging with stakeholders to increase awareness of areas needing attention. 
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 Appropriateness of the Threats and Safeguards Approach 

We continue to believe that, in an effort to strengthen the Code, the Board should be focused on the Code’s enforceability, clarity and the 

appropriateness of the threats and safeguards approach. To this point, we would like to re-emphasize some key points that we believe the 

Board should address as it focuses on these issues. They are as follows6:  

1. The Board should review and update the entire suite of safeguards throughout the Code. Such a process should seek to bring 

clarity to safeguards that are not clear and eliminate those that are inappropriate; 

2. There should be a direct correlation between a safeguard and the threat it is intended to address; and 

3. The Board’s output should convey the notion that not every risk could be addressed by a safeguard. 

We encourage the Board to consider whether these issues would be addressed as it progresses the Safeguards Phase 2 project or the 

Non-Assurance Services project. 

 Focus of the Board 

We observe that one of the Board’s three strategic themes includes “deepening and expanding the Code’s influence, through increasing 

global adoption and effective implementation of the Code.”  We believe the Board should intensify its efforts on enhancing the quality of the 

Code, which can have the added effect of making the Code more appealing to potential adopters and increasing the Code’s acceptance 

worldwide. 

 Materiality 

Paragraph 61 states that: 

“The IESBA will therefore consider whether greater clarity is needed regarding how the concept of materiality should be applied in 

the various places where it is referred to in the Code, and not just in relation to NAS.” 

While we agree with the Board’s initiative to undertake a project on materiality, we would like to emphasize the importance of both 

prioritizing this project and providing professional accountants with guidance on how to evaluate materiality.  

In a prior comment letter7, we have previously identified various shortcomings in the Code that should be addressed as part of this project. 

                                                           
6 See IOSCO’s C1 response to the IESBA’s consultation paper: Proposed Strategy and Work Plan, 2014 – 2018 (the Paper) dated 25 March, 2014 at:  

http://www.iosco.org/library/comment_letters/pdf/IESBA-13.pdf 

http://www.iosco.org/library/comment_letters/pdf/IESBA-13.pdf
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Specifically, the Board should consider whether the following arrangements should not be permitted by the Code irrespective of materiality 

and significance: 

(a) A firm, a member of the audit team or a member of that individual's immediate family may make or guarantee a loan to an audit 

client, provided the loan or guarantee is immaterial to the firm or individual and the client (paragraph 290.122);  and 

(b) A firm, or a member of the audit team, or a member of that individual’s immediate family may enter into certain business 

relationships with the audit client or its management and hold a financial interest arising from such relationships provided the 

financial interest is immaterial and the business relationship is insignificant to the firm and the client or its management 

(paragraphs 290.124 and 290.125). 

We continue to believe that these exemptions may lead to unnecessarily difficult judgments by auditors. 

Finally, we note the Board’s intent on considering a project proposal in Q1 2021. We encourage the Board to consider an earlier start date 

for commencing the project.  

 Definition of “Public Interest Entity” 

We observe that the Code defines a Public Interest Entity as: 

“(a) A listed entity; and 

(b) An entity: 

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

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

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

audit regulator.” 

We understand the IESBA set this minimum definition of "Public Interest Entity," which in turn was to be reviewed for application of the 

independence requirements in each jurisdiction.  Some countries have accepted the minimum definition in the Code without amendment.  

The Code presumes that regulators can set a definition, but in many jurisdictions, regulators do not have such power.  As such, we support 

                                                                                                                                                                                                                                                                   
7 See IOSCO’s C1 response to the IESBA’s consultation paper: Proposed Strategy and Work Plan, 2014 – 2018 (the Paper) dated 25 March, 2014 at:  

http://www.iosco.org/library/comment_letters/pdf/IESBA-13.pdf 

http://www.iosco.org/library/comment_letters/pdf/IESBA-13.pdf


IESBA SWP 2019-2023 CP – Compilation of General Comments 

IESBA Meeting (September 2018) 

Supplement A to Agenda Item 5 

Page 17 of 28 

# Source Comment 

prioritizing this project. 

While retaining “(b)” of the definition of “public interest entity” noted above, we believe that the IESBA should consider aligning “(a)” with the 

term “public accountability” in the International Financial Reporting Standards (“IFRS”).  Consistency in the approaches between the 

proposed Code and the accounting standards will benefit the financial reporting system by reducing complexity and possible confusion 

amongst auditors and audit clients in jurisdictions that permit or require use of IFRS. 

 Trends and Developments in Technology 

We support the Board’s proposal to explore issues around new technologies and emerging models of service delivery and are pleased that 

the IESBA’s working group began its efforts in Q1 2018. However, given the expected completion date of 2022, we note that the efforts in 

this area may not lead to timely or responsive output.  Alternatively, we suggest that upon identification of key emerging issues, the Board 

consider providing more timely, relevant and practical application guidance, based on existing provisions in the Code. 

 Projects Impacting Both the Board and the IAASB 

As the Board has acknowledged, there are several projects on the Board’s agenda that are also relevant to the work of the IAASB such as 

trends and developments in technology. We encourage the Board to work with the IAASB to align the projects and the outcome, where 

possible, relevant to each board. The work and status of such efforts should be transparent to the Board’s stakeholders. 

 Translation Issues 

Some of our member jurisdictions, such as Turkey, that have adopted the Code are using a version of the Code that was translated by the 

Board from English into another language.  There are several instances in which the translation does not reflect the original meaning or 

intent of the Code. Translation issues are important areas that require the Board’s consideration and prioritization in determining its work 

plan during the upcoming strategy period. 

22.  IRBA The IRBA notes the importance for the IESBA to set a robust and dynamic strategy to produce projects of high quality in the evolving 

environment of professional accountants. 

As a regulator of registered auditors with a statutory objective to protect the public, we are concerned with the enforceability of the 

Code. We support initiatives that create an enabling environment for registered auditors to apply the IRBA Code and those that promote 

ease in understanding the IRBA Code. 

While the consultation paper has been drafted in the context of professional accountants, our responses are provided in the context of 
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registered auditors who perform audits, reviews and provide other assurance services. 

We congratulate the IESBA on the completion of several large projects, such as the Restructure of the Code and Safeguards, which 

includes revisions to the conceptual framework. It is encouraging to note that the proposed Strategy and Work Plan has not slowed 

down but is taking on new and challenging projects. 

We would encourage the IEBSA to use the opportunity presented by these difficult topics to take a leadership stance in the ethics field. 

The Code needs to move at the same pace as the environment in which we operate. Thus, it would be important to keep alert to 

evolving topics, e.g. technology and innovation. Projects that take longer than anticipated may lead to legislative responses at 

jurisdictional levels that undermine the global applicability of the Code. 

We caution against projects that include complex rules that are often too difficult to administer. The Code can only be relevant if it is 

clear, understood and implementable. Complexity to certain elements of the Code creates lack of clarity. While differentiation is 

important, this should be achieved in a manner that is understandable. We would encourage the IESBA to find a balance between these 

two when proposing amendments to the Code. 

The necessary due care is required to allow for future projects to be evidence based. It is necessary to see how experiences from 

regulatory inspections and research results are influencing the choices of the IESBA. 

When projects proposals are considered, care should be given to separately address the responsibility of the firm as well as the 

individual. This dual consideration will lead to projects that are balanced and aligned. 

We have addressed three significant additional items in Part B, question 4 of this letter. 

23.  ISCA We generally support the IESBA’s proposed strategy and work plan (“SWP”) for 2019 – 2023. The SWP has been greatly advantaged by 

the clarity and robustness of the restructured International Code of Ethics for Professional Accountants (the “Code”) which was adopted at 

the end of 2017. 

24.  KPMG Overall, we are supportive of the Board’s proposed Strategy and Work Plan (SWP) identified for 2019-2023. It is evident that in developing 

the proposed SWP, the Board was responsive to the need for standard setting to be in the public interest, relevant and timely, and for 

enhanced coordination with other standard-setting boards. 

We continue to note the following two overarching themes which we consider to be the top priority for the Board for 2019 - 2023: 

1. International convergence of ethics standards and global consistency – Promoting global adoption and implementation of the 
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restructured Code is in the public interest. In this regard, we believe re-examination of the definition of a public interest entity (PIE), 

including the definition of a listed entity, would help to reach a higher level of convergence in an evolving environment. We, likewise, 

continue to encourage more effective two-way engagement with regulators and national standard setters to help facilitate 

understanding of views and needs and move closer towards international adoption of the Code.   

2. Relevance of the Code in an evolving global environment – We believe the Trends and Developments in Technology and 

Emerging or Newer Models of Service Delivery work streams need to be given priority to allow conclusions to be formed while still 

relevant to the current landscape.  

25.  KunalShah For Ethics to be implemented in Accounting World, Transparency is required between the professionals i.e in Terms of 

Remuneration/Fees, etc. 

26.  NolderLord After reviewing the April 2018 International Code of Ethics for Professional Accountants (PAs), we identified three opportunities for 

potentially improving  the relevance and application of the code during the 2019-2023 time-horizon as described below. 

1. “Standard of Behavior” 

On page 5 of the Code, the Board asserts that the International Code of Ethics is a “standard of behavior”8.  However, the establishment of 

a code of ethics to guide PAs’ professional judgments is potentially just as important as guiding their behaviors. Moreover, the Board has 

an opportunity to additionally mandate that PAs engage in critical thinking before expressing professional judgments. 

Recommendation: Rather than a standard of behavior, consider broadening the scope of the Code to establish the Code as a standard of 

PAs’ critical thinking, professional judgments, and behaviors. (See the “theory” section below for a more in-depth discussion about 

how this might be executed.) 

  2. Purpose of the Code 

In the section of the Code labeled “Purpose of the Code”, the board states: 

                                                           
8  “The International Code of Ethics for Professional Accountants (including International Independence Standards) (“the Code”) sets out fundamental principles of ethics for 

professional accountants, reflecting the profession’s recognition of its public interest responsibility.  These principles establish the standard of behavior expected of a 

professional accountant. The fundamental principles are: integrity, objectivity, professional competence and due care, confidentiality, and professional behavior” (IESBA 2018, p5, 

emphasis added). 
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“The Code provides a conceptual framework that PAs are to apply in order to identify, evaluate, and address threats to the compliance with 

the fundamental principles” (IEASB 2018, p5). 

The prominence of this conceptual framework throughout the Code implies that the process of identifying, evaluating, and addressing 

threats to one’s own judgments and behaviors is paramount to the process of exercising good judgments and engaging in professional 

behaviors in the first place. 

Recommendation: Consider shifting the focus and emphasis of the Code from a discussion of threats to more discussion about how the 

fundamental principles (e.g., integrity, objectivity, competence) are expected to drive high quality critical thinking, professional judgments, 

and behaviors. The next section explains how this might be executed. 

  3. Theory 

Part I of the Code focuses on either the fundamental principles or the threats to high quality behavior. However, neither of these main 

themes are rooted in one overarching social psychological theory, which threatens the Code’s relevance and application in both academia 

and practice. Without theory, researchers cannot test whether the fundamental principles in the Code comprise all of the relevant principles 

that yield high quality critical thinking, professional judgment, and behaviors.  Similarly, researchers cannot test whether or not the Board 

identified and included all of the relevant threats to PAs complying with the principles or their threats to independence.  

Grounding the Code in theory will guide the Board as to which constructs are most relevant and how they relate to one another. It will also 

help clarify and refine the definitions of the constructs (e.g., professional skepticism), which will facilitate a mapping to past, present, and 

future research.  

To demonstrate how rooting the Code in theory can inform future revisions to the Code, we drafted an example of a theoretical framework 

in Figure 1.  The framework depicts how the Code’s fundamental principles directly influence PAs’ critical thinking and indirectly affect their 

professional judgments and behaviors. In the paragraphs that follow, we discuss the framework from right to left starting with the PAs’ 

behaviors that the Code is meant to guide. 

Professional Accountants’ Behaviors 

The Code is expected to guide a number of key PAs’ behaviors.  For example, PAs are expected to stand up to management in cases 

where management is violating GAAP. They are also expected to maintain confidentiality of financial information and behave respectably 

both on the job and in their personal lives.   

Note that on Figure 1 we reclassified the fundamental principles of confidentiality and professional behavior to simply behaviors the Code is 

expected to guide. We made this change because we struggled with the logic of having behaviors as fundamental principles in a “standard 



IESBA SWP 2019-2023 CP – Compilation of General Comments 

IESBA Meeting (September 2018) 

Supplement A to Agenda Item 5 

Page 21 of 28 

# Source Comment 

of behaviors”. 

Professional Judgments 

The current definition of professional judgment in the Code is: 

“Professional judgement involves the application of relevant training, professional knowledge, skill and experience commensurate with the 

facts and circumstances, including the nature and scope of the particular professional activities, and the interests and relationships 

involved.”(IESBA 2018, pg 22) 

Should this definition include the fundamental principles of competence, integrity, objectivity, and due care since presumably these 

principles are the bedrock for high quality critical thinking, professional judgments, and behaviors? Moreover, should this definition include 

explicit references to the fact that professional judgments are evaluative and associated with a target (e.g., evidence) and thus, serve as 

proxies for PAs’ underlying attitudes? 9  To explain, professional judgments that significantly drive PAs’ behaviors include evaluative 

judgments associated with financial statements, others (e.g., client), and one’s self.10  Auditors’ evaluative beliefs and feelings associated 

with the financial statement risks and the evidence necessary to address those risks serve as proxies for professional skepticism (Nolder 

and Kadous, 2018).  Auditors’ evaluative beliefs and feelings associated with the client serve as proxies for auditors’ independence of 

mind (Kadous, Nolder, and Peecher, 2019). And last, auditors’ self-evaluation of their critical thinking (i.e., metacognition), competence, 

autonomy, independence, objectivity, authority, and integrity provide insights about potential threats to their ability to comply with the 

fundamental principles and independence standards. For example, the Code currently emphasizes the importance of self-reflection 

(without using the term) in a number of sections.   

“In exercising professional judgment to obtain this understanding, the professional accountant might consider, among other matters, 

whether the accountant’s own preconception or bias might be affecting the accountant’s exercise of professional judgment” (IEASB 2018, 

22). 

Recommendation: The Board might consider enhancing and clarifying the definition of professional judgment to include reference to the 

fundamental principles. In addition, the Board might consider explicitly including the construct of self-reflection in the Code as it may prove 

to be as integral as the concepts of professional skepticism and independence of mind in understanding and explaining PAs’ behaviors.  

                                                           
9  An attitude represents an evaluative integration of cognitions and affects experienced in relation to an object (Crano and Prislin 2008). 

10  See Kadous, Nolder, and Peecher, 2019 for a deeper discussion about these constructs and their relationships. 
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Critical Thinking 

The critical thinking11 construct captures the stages described in many professional judgment frameworks developed by public accounting 

firms (e.g., Ranzilla, Chevalier, Herrmann, Glover, and Prawitt, 2011; EY2012). These stages include (1) understanding and identifying the 

issues, (2) gathering the facts, (3) considering alternatives, and (4) performing analyses (Nolder and Kadous, 2018). In social psychology, 

there is considerable evidence to show that the nature and extent of individuals’ critical thinking determines the persistence and resistance 

of their resulting attitudes such as professional skepticism (Griffith, Nolder, and Petty, 2018). Accordingly, it is important for the fundamental 

principles to significantly guide auditors’ critical thinking in order to optimize the quality of their resulting professional judgments and 

behaviors. 

Foundational Principles 

We organized the foundational principles thought to significantly influence PAs critical thinking in terms of PAs capacity12 (ability, 

knowledge, experience, and traits) and motivation (e.g., accuracy, defense, and impression). Parsimoniously organizing the constructs that 

affect individuals’ critical thinking in terms of motivation and capacity is widely accepted in social psychology theories (See Petty and 

Cacioppo 1986 and Chaiken 1980). Fundamental principles associated with PAs’ capacity include their competence and integrity.  

Fundamental principles associated with PAs’ motivation include accuracy, impression, and defense. For example, an accuracy motivated 

PA engages in critical thinking that is objective, diligent, and unbiased.  In contrast, an impression or defense motivated PA engages in 

biased critical thinking that leads to biased professional judgments and perhaps noncompliant behaviors as well.  

Recommendation: Perhaps the Board may want to consider adding a section that describes accuracy motivation as a fundamental principle 

that allows for PAs to perform critical thinking that is both objective and diligent (i.e, with due care).  

In summary, the necessity of grounding the Code in theory cannot be overemphasized.  Theory increases the likelihood the code will be 

relevant and applied because it increases the likelihood that it will include the most relevant constructs regardless of technological 

advancements. Moreover, grounding the Code in theory helps us clarify and refine the definitions of the constructs contained within, which 

facilitates a productive dialogue between academics on the one side and practitioners and regulators on the other side.  And last, adding 

theory provides more clarity on how each of the constructs relate to one another. 

                                                           
11  Critical thinking is a proxy for the more esoteric academic construct of cognitive processing. 

12  In the social psychology literature, capacity also include factors such as time and resources. However, we did not include these in the proposed framework because a code of 

conduct assumes that the individual has control over his or her own critical thinking, professional judgments, and behaviors.  In the auditing and accounting profession, the PA 

may or may not have control over the time they have to complete the task or the necessary resources (e.g., training) to execute the task. 
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27.  PAIBC We fully support the IESBA’s vision. The Code is the foundation of professional ethics that helps to underpin trust in the profession, and 

particularly the professionalism of accountants in business and the public sector. To this end, the Code needs to be fit for purpose for 

professional accountants in business. The PAIB Committee supports the IESBA in trying to ensure this is the case through your various 

projects and regular engagement with the committee and PAIBs. 

One significant area where the Code can be more relevant is professional skepticism (PS). As you are aware, the PAIB Committee 

believes that the concept of PS, as well as professional judgement, should be applied by all professional accountants regardless of where 

they are employed given their professional status and influence in the financial reporting supply chain. We fully agree that the IESBA can 

raise the bar on professional skepticism and ensure that the Code explicitly applies the concept to all accountants. However, as a result of 

its current consultation, Professional Skepticism, Meeting Public Expectations, The IESBA could inadvertently embark on subsequent 

actions that do not necessarily lead to a strengthened Code. It will be very important to ensure that you end with an outcome where it is 

clear how PS is demonstrated by accountants in business. 

We agree that it will be important to test the Code for relevance in a changing environment reflecting various key trends including 

1. Some of the work of accountants being automated and increasingly unseen or hidden by technology 

2. Data, insights and recommendations generated by machines using machine learning and artificial intelligence (creating a black box of 

analysis and interpretation) 

3. The expectation on accountants to be able to account for the business rather than just the financials. Integrated thinking and reporting 

is leading to communication and measurement of more subjective areas, and other capitals that are critical to the delivery of value 

creation in the long-term. 

 On the impact of technology, the PAIB Committee can contribute either directly or through the IFAC Technology Advisory Group where 

Sanjay Rughani, the Committee’s deputy chair, is a member. 

 Expanding the Code’s Relevance 

The Code is the global benchmark for professional accountancy organizations and firms. We support the IESBA in its work to raise 

awareness of the restructured Code. In terms of developing practical resources on how to deal with ethical matters, we encourage PAOs 

with the support of IFAC providing practical material to support members. 

Thank you for the reference in the consultation to engaging closely with the PAIB Committee to expand the IESBA’s perspectives and 

inputs. We certainly stand ready to contribute to the IESBA’s thinking on PAIB related matters. Specifically, we seek to support the IESBA 
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task force on professional skepticism, and provide input on those areas, such as auditor communication with those charged with 

governance, and those new areas of focus arising from the changing environment, where there is strong connectivity between auditors and 

professional accountants working in different corporate roles. 

28.  PwC Comments on Vision for the Code and Strategic Themes 

We support the Board’s continued efforts and believe that the Board has articulated an appropriate vision of its role in enhancing a Code of 

Ethics (the “Code”) for the profession which is fit for purpose in an evolving business environment and which is designed to enhance the 

public’s trust in the profession.   This is essential to support the profession’s vital role in the financial reporting supply chain.  We support 

the three strategic themes as a basis for the Board’s plans. 

We continue to encourage the Standard Setting Boards to work closely together and agree that there should be an enhanced level of 

strategic and technical coordination with the International Auditing and Assurance Standards Board in particular. 

We encourage the Board to be more ambitious in its proposed timescales.   

In broad terms, we support the proposals outlined in the plan but comment by exception on certain matters below. 

29.  RSM We agree with the IESBA’s vision for the Code of Ethics for Professional Accountants (“Code”) and we recoginse that a significant amount 

of improvements have been made.  We support the proposed strategy and work plan (“SWP”) for the period 2019-2023 as we believe that 

the SWP will facilitate advancement of the Code’s relevance and impact, deepen the Code’s influence and expand the IESBA’s 

perspectives and inputs. However, following are our responses to specific questions posed in this Consultation. 

30.  SAICA We thank you for the opportunity to provide comments on this document. We are in support of the IESBA’s planned activities over the 

period 2019 to 2023 and believe that the topics and work to be done will provide guidance to professional accountants to ensure the 

relevance of the profession as well continuous focus on the ethical expectations from professional accountants. 

31.  UKFRC Generally, we agree with the proposed criteria for including and prioritising projects, in particular taking account of the benefits to the public 

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

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

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

With the exception of the issues referred to below, we also are generally supportive of the actions that have been identified, in particular 

undertaking further research to determine whether there are ethical issues that are not adequately covered by the current ethical principles 
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and, if so, the areas of highest priority. As explained in our answer to question 3, we strongly encourage the IESBA to seek ways to 

address materiality, and the definitions of PIEs and listed entities, on a more timely basis.  

We responded to the IESBA’s Strategy Survey in 2017, in which we set out our views on the key issues the IESBA’s should address. Of 

the issues that we identified as the top six priorities, we are pleased that three are included in the proposed work plan: 

 Concept of "public interest entity" and "listed entity". 

 Materiality. 

 Tax planning and related services. 

However, we are concerned that three, including two of our highest priorities are not: 

 Meaning of the public interest in the global context. 

 Definitions and descriptions of terms. 

 Breaches to the Code. 

We explained in our response to the IESBA’s Strategy Survey why these issues should be included. We reiterate in summary below the 

reasons why we believe the IESBA should include the three issues we highlighted as priorities that have not been included in the actual 

proposed strategy and work plan.  

We set out our responses to the specific questions asked by the IESBA on the proposed Strategy and Work Plan in the attachment to this 

letter. 

 Meaning of public interest in the global context 

As is noted in the Restructured Code, a distinguishing mark of the accountancy profession is its acceptance of the responsibility to act in 

the public interest. The IFAC Policy Position issued in June 2012 defines the public interest as “The net benefits derived for, and procedural 

rigor employed on behalf of, all society in relation to any action, decision or policy.” We do not believe this is helpful to understanding what 

behaviours are appropriate to serving the public interest. The IESBA’s Strategy Survey acknowledged the difficulty of defining this concept. 

However, the Restructured Code, consistent with the extant Code, does not expand upon individual public interest obligations and therefore 

contains little application material relating to a public accountant’s public interest responsibilities.  

Given the fundamental importance of the responsibility to act in the public interest, we strongly recommend that the IESBA, together with 

the IAASB and IAESB, explore developing guidance to clarity what that means and to help professional accountants judge when a matter is 
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of public interest. While the MG Rover case, to which the IESBA has referred, illustrates some issues it is important that this matter is 

considered widely and further research undertaken on the meaning of ‘public interest’ in the global context. Given the Monitoring Group’s 

proposals to include a Public Interest framework within its consultation on standard setting reform by the end of the year, we certainly see 

the merit in IESBA investing time in this in 2019.  

 Definitions and descriptions of terms 

While the IESBA and IAASB are independent standard setting Boards they both fall under the umbrella of IFAC. Members of IFAC are 

expected to support the adoption of pronouncements issued by both the IESBA and the IAASB. To avoid risks of misunderstanding, the 

terms used in the pronouncements of the IESBA and IAASB should have the same meaning. This is particularly important for professional 

accountants undertaking audit and other assurance services. 

If this is not added to the IESBA’s work plan as a specific project, we strongly recommend that the IESBA and IAASB work together on 

future projects to identify and address all inconsistences in the terminology in their pronouncements. The IESBA and IAASB should also 

improve their liaison and coordination to avoid further inconsistencies, and consequent lack of clarity, arising in the future. 

To illustrate the issue, as the IESBA identified in the Strategy Survey, there are certain differences between the definitions of some terms in 

the Code and the definitions of the same terms in the IAASB’s standards. In the Restructured Code, this includes the key difference in how 

the term “may” is used compared to the IAASB’s standards. In the Restructured Code, the term "may" is used, and defined in the Glossary, 

to “denote permission to take a particular action in certain circumstances, including as an exception to a requirement”. The term "might" is 

used, and defined in the Glossary, to “denote the possibility of a matter arising, an event occurring or a course of action being taken”. We 

agree that this reflects some common language usage of those terms. However, this use of "may" in the Code is inconsistent with its use in 

ISAs where it does not denote “permission” but rather actions auditors might take. 

 Breaches of the Code 

As commented above, a distinguishing mark of the accountancy profession is its acceptance of the responsibility to act in the public 

interest. The consequences of a breach of the Code can be very significant, giving rise, for example, to an actual or perceived lack of 

integrity, objectivity and professional behaviour and a consequent loss of confidence in the work of the professional accountant. 

Accordingly, guidance on how to deal with breaches of the Code is important.   

Further, with regard to reporting breaches, a professional accountant should always do so where there is a legal or regulatory requirement. 

In other circumstances we would expect a professional accountant to report a breach to an appropriate authority when it is in the public 

interest to do so unless prohibited by law or regulation. The latter point is not sufficiently clear in the Restructured Code which, for example 
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in paragraph R400.80(B)(ii), requires a firm to “Consider reporting the breach [of an independence provision] to a professional or regulatory 

body or oversight authority if such reporting is common practice or expected in the relevant jurisdiction.” A requirement to “consider” is 

relatively weak.  

Given the current significant public scrutiny of auditors and professional accountants, including in the UK from Parliamentary Committees, 

we strongly believe that IESBA should be using the Code to demonstrate that it adheres to the highest possible standards when 

practitioners address the threats that are created by breaches of the Code, in a way that will clearly underpin justifiable public confidence.  

 The Chairman’s foreword to the strategy refers to the Monitoring Group’s current work to develop proposals for the reform of international 

audit-related standard setting. The FRC is strongly supportive of the Monitoring Group’s proposals, particularly in relation to addressing the 

challenges that IESBA has identified in the strategy.   

We strongly endorse the proposal that the focus of standard setting should be more strategic, and outcome focused and less focused on 

detailed technical drafting. We also support the Monitoring Group’s proposals that standard setting work should be supported by an 

enlarged technical staff, allowing technical drafting to be carried out by the board’s staff for the board’s approval. It wil l be important for the 

expanded staff to have skills appropriate to support the development of standards, and to also have strong project management and 

stakeholder engagement capabilities to support the work programmes.   

32.  WPK We appreciate that IESBA remains committed to setting principles-based ethical standards (Foreword to CP) since we believe that this 

kind of approach comprises one of the main strengths of the Code of Ethics (Code) and the best option for a global code. 

We are also happy to note that IESBA lists “Trends and technology” as a top priority. We notice that these technological developments 

with their implications for the profession are taking place already now. Whilst being aware of the resource constraints of IESBA (and the 

due process) we think that the profession would be thankful for corresponding support, e. g. staff publications. 

On the other hand, the WPK repeatedly called for “a period of stability” of the Code in its previous comment letters during which no 

further material changes should be progressed. IFAC´s member organizations need time to digest the changes which the Code has 

undergone over the previous years. Most of them need to translate the changes in a first step before being able to display efforts as to how 

to implement the changes in their respective national laws and professional charters. Particularly the latter process is usually time-

consuming since it requires an involvement of the relevant stakeholders and is usually subject to an approval process by an oversight 

authority. After the implementation in national laws and professional charters has been accomplished, it is up to the firms to carry out 

corresponding inhouse-implementation measures. This is also a challenging task which cannot happen overnight. Against this background 

we suggest that IESBA focuses its activities on key areas as explained below and pursues an evidence-based standard setting 
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approach as described in para. 29 of its CP. 

We would also like to point the unique needs of SMPs and the importance of being taken into consideration. Therefore, we agree with 

IESBA to continue close liaison with the IFAC SMP Committee (para. 28) and suggest to also increasing its outreach aimed at targeting 

SMPs. 

Likewise, IESBA´s commitment to proactively engage with the IAASB (para. 25) and stakeholders (para. 24, 27) is highly appreciated. In 

this context, we would like to refer to the recent roundtables of IESBA (NAS, PS) which we experienced as an excellent instrument for 

outreach and which might contribute to underpinning IESBA´s leadership in addressing current ethical issues. 

Finally, we recognize that IESBA intends its Strategy and Work Plan to be dynamic (para. 5, 35). We would underpin this necessity given 

the mentioned technological trends, possible emerging issues and the planned revision of the international standard-setting model by the 

Monitoring Group which might bring about a considerable uncertainty for the IESBA. We would encourage IESBA to reserve sufficient 

capacities in order to be able to adjust its Strategy and Work Plan accordingly in a timely manner (see also below question 4). 

33.  XRB The NZAuASB notes and supports the IESBA’s vision for the Code to be a foundation of strong ethical principles, values and standards to 

underpin trust on the global accountancy profession in a dynamic and uncertain world, and to enable the profession to act in the public 

interest. The NZAuASB applauds the IESBA’s continued efforts in its outreach and communication activities to raise awareness of the 

revised and restructured Code and the substantive improvements it contains and encourage its adoption globally. Additionally, the 

NZAuASB is fully supportive of the IESBA’s goal to maintain a Code that is fit for purpose, recognising the evolving environment: the 

rapidly changing landscape and ways in which companies and organisations operate; and trends and developments in technology. To this 

end, the NZAuASB encourages the IESBA to maintain its focus on a principles-based Code. 

 


