
 IESBA Meeting (October 2014) Agenda Item 
  4-A 

Review of Part C of the Code 
  

How the Project Serves the Public Interest 

Over half of the world’s professional accountants are professional accountants in business (PAIBs) in 
the traditional sense – being accountants who do not work in public accounting practices. PAIBs are a 
very diverse constituency, and work as employees or consultants in commerce, industry, financial 
services, education, and the public and not-for-profit sectors. Many are in a position of strategic or 
functional leadership, or are otherwise well-placed to collaborate with colleagues in other disciplines to 
help their organizations toward long-term sustainable success.  

All organizations require relevant and reliable information in order to conduct their affairs. In addition, 
interested external parties (such as investors, suppliers, customers, employees, and government 
agencies) require relevant and reliable information to assess an organization's situation, in order to 
ensure accountability to them and for them to make decisions about the organization. In particular, 
enabling PAIBs to better deal with the issue of inappropriate pressure on them with respect to the 
preparation and reporting of information, will contribute to the public interest because such pressure may 
undermine the quality of financial information on which users rely.   

It is also in the public interest that PAIBs who are responsible for the preparation of such information do 
so honestly, and that the information they present is not false or misleading, or prepared or presented 
recklessly or negligently. The IESBA intends that Section 320 will provide more specific guidance for 
PAIBs who present information (a) for internal or external purposes, (b) that is financial or non-financial 
in nature, (c) and which might or might not be prepared in accordance with a reporting framework. 

September 2014 IESBA CAG Meeting 
1. At the September 2014 CAG meeting, CAG Representatives considered the draft Exposure Draft. 

They were generally supportive of the proposals and raised no new issues that the Task Force 
considers should be brought to the attention of the Board.   

Matters for Consideration 
Section 300 – Introduction 

2. The Task Force believes that the creation of an ethics-based culture in paragraph 300.5 is 
important, and that the extant paragraph could be usefully expanded by providing further guidance 
on this matter, as previously discussed by the Board when considering proposed Section 370 (see 
paragraph 300.5). 

3. The NOCLAR Task Force has proposed some changes to Section 300 (see Agenda Item 6-C). The 
Task Force has reviewed and concurred with these changes. The Task Force has also agreed with 
the NOCLAR Task Force to include these changes in the Part C Phase I Exposure Draft to avoid 
the possibility of stakeholders being confused when asked to respond to two separate sets of 
changes to Section 300 in relatively close proximity.  

4. Section 300 includes a number of paragraphs regarding threats and safeguards. The Task Force 
has noted that some further changes to Section 300 might arise as a result of the Board starting a 
project on safeguards under the Strategy and Work Plan, 2014-2018. 
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Section 310 – Conflicts of Interest 

5. The project proposal included a review of those parts of Section 310 which were deleted in the 
Conflicts of Interest project but which remain relevant to “pressure.” These have been incorporated 
into Sections 320 and 370, as appropriate. A minor conforming change is proposed for the revised 
Section 310, which became effective on July 1, 2014.  

Section 320 – Presentation of Information 

6. At its meeting in July 2014, the Board reviewed and generally supported the proposed revisions to 
Section 320. The Task Force has addressed matters raised by the Board at the July 2014 meeting, 
as follows: 

Misleading Information 

7. The Board proposed that an additional category of ways in which discretion can be used to mislead 
and a related example could be added. An additional category of determining disclosures has been 
added as a way in which discretion could be used in a manner that is intended to mislead. See 
paragraph 320.3. 

8. The Board asked the Task Force to reconsider whether there should be a reference to professional 
judgment rather than discretion when referring to misleading information. The Task Force remains 
of the view that the abuse of discretion would be “unprofessional” and therefore it does not believe 
that there should be a reference to “professional” judgment. However, it proposes to use the phrase 
“judgment and discretion.” 

Disassociation from Misleading Information. 

9. At its meeting in July 2014, the Board was supportive of the proposed guidance but it was thought 
that there is a lack of connection between the guidance on presenting information and the guidance 
on disassociation from misleading information. It was suggested that it may be helpful to add the 
steps that a PAIB could take to resolve the problem of being associated with misleading information 
rather than starting the guidance with a bald prohibition. It was also thought that the guidance 
lacked proportionality and that it may be helpful to introduce the concept of materiality into the 
guidance. 

10. In response, the Task Force noted that the steps that a PAIB could take are already included in the 
proposed wording but agreed that starting the guidance with a bald prohibition is unhelpful. It 
therefore added a requirement for the PAIB to take steps to resolve the matter, followed by the 
steps. This is now followed by further steps that a PAIB may consider if the information remains 
misleading after having taken steps to resolve the matter. 

11. The Task Force reconsidered the comment at the July 2014 Board meeting that the concept of 
materiality is relevant when determining whether information is misleading. The Task Force 
concluded that the term materiality is not necessary in the guidance. If information is misleading 
then it would be considered material. The Task Force referred to paragraph 110.2 on integrity which 
refers to “materially false or misleading statement.” It was noted that in this paragraph misleading is 
an unqualified term.  
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12. In response to a comment that paragraph 320.2 appeared to be too negative, the Task Force has 

changed the tone of it to be more positive.   

Matter for Consideration  

1. Do IESBA members have any further comments or questions on Section 320? 

Section 330 – Acting with Sufficient Expertise 

13. Minor changes are proposed for Section 330. 

Section 340 – Financial Interests, Compensation and Incentives Linked to Financial Reporting and 
Decision Making 

14. There are no changes of substance proposed for Section 340, which was revised as part of the 
Conflicts of Interest project. The proposed changes are conforming changes to proposed Section 
370. 

Section 350 – Inducements 

15. Section 350 will be addressed in Phase 2 of this project. 

Section 360 – Responding to Suspected Non-Compliance with Law and Regulations (NOCLAR) 

16. Proposed Section 360 is being addressed within the NOCLAR project.  

Section 370 – Pressure to Breach the Fundamental Principles 

Language of Threats and Safeguards 

17. At the July 2014 meeting, the Board agreed that it was appropriate not to use the language of 
threats and safeguards in Section 370. This decision was supported by the CAG Representatives at 
the September 2014 CAG meeting. The Task Force did, however, add a reference to intimidation 
threats in the introductory paragraph as proposed by IESBA CAG Chair Kristian Koktvedgaard.  

Other Matters 

18. At its meeting in July 2014, the Board reviewed and generally supported the proposed revisions to 
proposed Section 370. The Task Force has addressed matters raised by the Board in July as 
follows: 

• The Task Force agreed that a trusted friend was not a suitable person, to identify in the Code, 
with whom to discuss the matter when considering whether the pressure could lead to a 
breach of the fundamental principles. The Task Force has deleted the reference but replaced 
it with “another professional accountant” who would also be bound by the fundamental 
principle of confidentiality.  

• The Task Force attempted to link the examples with relevant actions but found that this did 
not work because some actions may be rare but potentially associated with any example, 
e.g., legal counsel, and others such as engaging in constructive challenge could also apply in 
any situation. It therefore did not re-order the examples. 
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• The Task Force agreed that position or role of the individual exerting the pressure may not be 

a relevant factor when determining whether pressure would lead to a breach to the 
fundamental principles and deleted it as a factor. In addition, the Task Force concluded that it 
would be helpful to more clearly differentiate between the factors a professional accountant 
may wish to consider when faced with pressure that could lead to a breach of the 
fundamental principles and the actions a PAIB may wish to consider if the professional 
accountant has determined that the pressure would lead to a breach of the fundamental 
principles. The first stage is for the PAIB to differentiate between ordinary pressure and 
pressure that may lead to a breach of the fundamental principles. The second stage is to 
consider actions that could be taken if the pressure would lead to a breach of the 
fundamental principles. The Task Force noted that the two stages do overlap because for 
example, engaging in constructive challenge may both help the PAIB decide what type of 
pressure is being faced, and act to alleviate or eliminate the pressure. 

• The Task Force also changed the wording to recognize that it is not the pressure that leads to 
a breach of the fundamental principles but that it would be necessary for a PAIB to take an 
action as a result of the pressure and accordingly it is the PAIB that would breach the 
fundamental principles. 

Matters for Consideration 

2. Do members have:  

(a) Any further comments or questions on Section 370? 

(b) Any comments or questions on Sections 300, 310, 330 or 340? 
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