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Structure of the Code—Issues and Task Force Proposals 

How the Project Serves the Public Interest 

Through the development of a restructured Code, the project serves the public interest by: 

• Enhancing understandability of the Code, thereby facilitating compliance and enforcement; and 

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

 

How this Paper is Organized 

This paper addresses the following topics: 

I. Background  

II. Draft Restructured Code – Highlights of Changes since the September 2015 Board Meeting 

III. Timetable 

I. Background 

Impetus for the Project 

1. Input from regulators, the IFAC Small and Medium Practices (SMP) Committee (SMPC), and others 
led to the formation of a working group to consider the structure of the IESBA Code. It is now three 
years since the Working Group (WG) began its research and two years since the Board began 
deliberating the issues. It is one year since the Board approved the November 2014 Consultation 
Paper (CP), Improving the Structure of the Code of Ethics for Professional Accountants.  

2. Throughout this project, stakeholders have provided extensive input. The WG’s initial research 
involved interviews with a broad cross-section of stakeholders, including: the IESBA Consultative 
Advisory Group (CAG); the International Organization of Securities Commissions (IOSCO); the 
IESBA-National Standard Setters liaison group; the Forum of Firms, and the SMPC. The responses 
to the CP further informed the project. Support has been widespread and stakeholders have indicated 
both a desire for timely results and a recognition of the importance of due process. 

The Objective and Scope of the Project 

3. The project’s objective is to enhance the understandability and usability of the Code, avoiding any 
inadvertent changes in meaning or weakening of the Code. The Board has discretion to approve 
limited changes to the Code if they are consistent with the project’s objective and the Board concludes 
that such changes do not warrant a separate project. 

http://www.ifac.org/publications-resources/improving-structure-code-ethics-professional-accountants
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Highlights of the Restructuring 

4. The highlights of the proposed draft restructured Code include:  

• Requirements distinguished from guidance – the Code’s “shall” statements have been set out 
in separate requirement paragraphs, and identified with an “R” for ease of reference; the 
existing application material has been positioned next to the relevant requirements and 
identified with an “A” to distinguish them as application material.  

• Increased prominence of the requirement to apply the conceptual framework and comply with 
the fundamental principles. 

• Increased clarity of responsibility through reduced use of the passive voice; further 
consideration of clarity of responsibility has been referred to the International Auditing and 
Assurance Standards Board’s (IAASB’s) ISQC 11 Working Group which is progressing its work 
on the issue of responsibility with regard to ISQC 1.  

• Increased clarity of language. 

Other Features of the Restructuring 

5. Additional aspects of the draft restructured Code include: 

• A new title.  

• A Guide to the Code. 

• Organization of the material into sections and subsections, with independence sections moved 
to the end of the Code, and revised numbering to facilitate revisions.  

6. The Task Force has made significant effort to avoid changes in the meaning of the Code, and to 
avoid any reduction in requirements, or other weakening of the Code. The potential for inadvertent 
changes in meaning is being closely monitored by the Board through use of a table of comparison to 
track the disposition of the changes to the Code. The table of comparison facilitates review and 
comparison of the extant Code to the draft restructured Code. In addition, to assist review in the other 
direction, the Task Force has added comments against each paragraph of the draft restructured Code 
to explain its derivation, i.e., whether it is from a particular paragraph in the extant Code, or new 
material.  

7. The Task Force, with input from a plain English editor, has refined the drafting guidelines (see Agenda 
Item 3-F). 

8. In the course of the restructuring work, the Task Force has noted various matters, outside the scope 
of the project, for Board attention. These have been communicated to the Board as appropriate (most 
recently at the September 2015 Board meeting). 

                                                           
1 International Standard on Quality Control (ISQC) 1, Quality Control for Firms that Perform Audits and Reviews of Financial 

Statements, and Other Assurance and Related Services Engagements 
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II. Draft Restructured Code – Highlights of Changes since the September 2015 Board Meeting 

Linking Independence to the Fundamental Principles 

9. Part A of the Code sets out the fundamental principles of ethics and describes the conceptual 
framework approach to compliance with the fundamental principles. The remainder of the Code sets 
out requirements and application material that provide direction on the appropriate application of the 
conceptual framework and compliance with the fundamental principles. These additional 
requirements may be described as standards. The Code includes independence standards for audit, 
review and other assurance engagements to reinforce compliance with the fundamental principle of 
objectivity.  

10. The Task Force has described the linkage between independence and the fundamental principles in 
the Guide.2 This augments the linkage between objectivity and independence included in both the 
subsection dealing with objectivity3 and at the beginning of the independence section.4  

New Title 

11. The Task Force is of the view that the Code would benefit from a new name that emphasizes both 
the principles-based foundation and the inclusion of specific requirements. With this in mind, the Task 
Force proposes that the restructured Code be titled, “International Code of Ethics Standards for 
Professional Accountants.” Respondents to the CP commented on both the importance of the 
principles-based foundation and the recognition that the Code includes specific requirements.  

Other Matters 

12. Other matters discussed previously with the Board and given further consideration by the Task Force:  

• Readability – Material has been added or relocated where the Task Force considered it helpful 
to improve the flow of the Code. Tailoring of material for specific users will be facilitated once 
the electronic features of the Code have been enhanced. 

• The Guide has been incorporated into the Code – This adds weight to the Guide’s content. 
(See Table of Contents and Appendix 1 to the Guide.) 

• The Guide’s description of requirements and application material has been enhanced.  

• The guidance on ethical dilemmas has been relocated from an appendix to the body of the 
Guide and has been summarized, with particular focus on the encouragement to consult. 

• The term Professional Accountant in Business remains unchanged – conforming changes will 
be made if the Part C Task Force proposes any change to this term.  

• Use of the terms “professional accountant” and “firm” – Material has been added to the drafting 
guidelines to describe when each term should be used. 

• Responsibility – Extant paragraph 290.12 has been restructured. 

                                                           
2  Guide to the Code, paragraph 3 
3  Part A, paragraph 112.3 A1 
4  C1, paragraph 400.1 
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• In respect of the definition of a public interest entity (PIE), the Code’s encouragement to firms 
to determine whether to treat additional entities as PIEs has been moved from the Glossary to 
the body of the Code as suggested.  

• Professional activities are defined to include professional services – The use of these terms 
has been reviewed for consistency.  

• References to networks – These have been reviewed for consistency. 

• Subsections – Second Opinions has been repositioned as a section rather than a subsection, 
and fees and compensation have been separated.  

• The requirement and application material concerning the role of the Company Secretary has 
been refined. 

• Documentation – The encouragement for professional accountants to document decisions has 
been relocated to the Guide and an index of the location of discussions on documentation may 
be developed as a tool for users of the Code. 

Matter for Consideration 

1. Do IESBA members have any comments on linking independence and other standards to the 
fundamental principles? 

2. Do IESBA members have any comments on the other matters discussed previously with the 
Board which have been given further consideration by the Task Force? 

3. Do IESBA members have any other comments on the draft ED?  

III. Timetable 

13. The Task Force and the Planning Committee are mindful of the need for appropriate alignment of the 
timing of issuance of the two proposed Structure Exposure Drafts (EDs) in relation to the timing of 
other projects currently in progress. The proposed timing of the sections to be exposed takes into 
account the expected approval dates for various sections of the Code which are currently under 
revision or development.  

14. The Structure Task Force has worked with the Safeguards Task Force to enable issuance of a first 
phase restructured Safeguards ED, at the same time as the first phase Structure ED. This is 
consistent with the direction provided previously by the Board. 

15. The Task Force is also working with the Planning Committee and other task forces to align remaining 
restructuring and the issuance of new standards for the following projects: Non-Compliance with 
Laws and Regulations (NOCLAR); Long Association; Professional Accountants in Business Phase I; 
and aspects of safeguards not addressed in the current Safeguards Project. This too is consistent 
with the direction provided by the Board. The Task Force is mindful of stakeholder desire for timely 
completion while maintaining appropriate due process. The Task Force is also mindful of stakeholder 
requests for alignment of the effective dates of various projects in process. A Phase II Structure ED 
is planned for September 2016, with final approval of the restructured Code expected in 2017. 
Responsibility for restructuring certain sections of the Code will be assigned to the task force dealing 
with that topic: using the drafting guidelines developed by the Structure Task Force; and with support 
and from the Structure Task Force.  
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16. Recognizing the volume of the Structure Project material, the Task Force will encourage respondents 
to the ED and other stakeholders to give early attention to translation and implementation issues.  

Matter for Consideration 

4. Do IESBA members have any comments on the timetable? 

 


