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Meeting: IESBA Agenda Item 

4 Meeting Location: New York 

Meeting Date: September 19-22, 2017 

NOCLAR Restructuring 

Objective of Agenda Item 

1. To consider a revised draft of proposed Sections 2601 and 3602 in the light of comments received 
from respondents on the restructured NOCLAR text included in the Exposure Draft Improving the 
Structure of the Code of Ethics for Professional Accountants  (Structure ED-2). 

Task Force for Restructuring Work Stream 

2. Members: 

• Richard Fleck, Chair, IESBA Deputy Chair 

• Helene Agélii, IESBA Member 

• Kim Gibson, IESBA Member 

Activities since Last Board Discussion 

3. The Task Force liaised via email to develop the revised draft of proposed Sections 260 and 360, 
taking into account the feedback received from respondents to Structure ED-2. In developing the 
revised text, the Task Force liaised with, and received input from, the Structure and Safeguards 
Task Forces.  

Matters for Board Noting 

Conforming Amendments with Respect to Safeguards 

4. The Safeguards Task Force has indicated that no conforming amendments are needed to align the 
restructured NOCLAR provisions with the proposed changes to the Code relating to Phases 1 and 
2 of the Safeguards project. 

Consistency Changes Arising from the Structure Project 

5. In addition to minor editorial changes for alignment with the structure drafting conventions (including 
with respect to paragraph numbering), the following change has been made to Section 260 on the 
recommendation of the Structure Task Force: 

                                                           
1 Proposed Section 260, Responding to Non-compliance with Laws and Regulations (Professional Accountants in Business) 
2 Proposed Section 360, Responding to Non-compliance with Laws and Regulations (Professional Accountants in Public 

Practice) 

http://www.ifac.org/publications-resources/improving-structure-code-ethics-professional-accountants-phase-2
http://www.ifac.org/publications-resources/improving-structure-code-ethics-professional-accountants-phase-2
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• 260.2 – to identify the types of threat to compliance with the fundamental principles in the 
introductory section. 

6. Conforming changes have been made to proposed Section 360. 

Changes in Response to Feedback Received on the ED 

7. In addition to minor editorial refinements, the following changes have been made to Section 260 in 
response to comments or suggestions from respondents: 

• 260.2 – replacing “an act or suspected act of non-compliance” with “non-compliance or 
suspected non-compliance” to use consistent terminology (change applied globally; similar 
change applied to occurrences of “an instance of non-compliance or suspected non-
compliance” and “identified or suspected non-compliance”) (see comment #5 in Agenda Item 
4-B). 

• Objectives paragraph 260.4 (previously 260.7 A1) – relocated to the introductory section and 
given a subheading, for more natural flow and to recognize its overarching applicability (see 
comments #13-14). 

• 260.7 A2 – reworded more positively that the professional accountant (PA) has to comply with 
the section except for clearly inconsequential matters, rather than stating that the PA is not 
required to comply with the section for matters that are clearly inconsequential (see comment 
#16). 

• R260.12(c) – clarifying that the understanding of the matter required includes an assessment 
of the potential consequences, which was already implicit (see comment #23). 

• 260.14 A2 – for consistency, replicating the guidance in 360.15 A1 that some laws and 
regulations might stipulate a period within which reports of non-compliance or suspected non-
compliance are to be made to an appropriate authority (see comment #48). 

• R260.22 – reverting to the extant wording as there was a perception that moving the 
consideration of discussion of the matter with management or those charged with 
governance to a separate application material paragraph had disconnected that thought from 
the PA’s consideration of whether to make immediate disclosure to an appropriate authority 
(see comment #36). 

8. In addition to conforming changes arising from changes to Section 260, the following changes have 
been made to Section 360 in response to comments or suggestions from respondents: 

• 360.16 A1 – to clarify that the communication of the matter to the group engagement partner 
applies regardless of whether the group engagement partner’s firm or network is the same as 
the PA’s (see comment #49). A similar change has been made to paragraph 360.18 A1. 

• R360.22 – adding a cross reference to paragraph R320.8 (the requirement for a proposed PA 
to issue a request for information to an existing or predecessor accountant where there is a 
change of appointment), to provide the appropriate context for the request from the proposed 
accountant (see comment #57). 
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Material Presented 

Agenda Item 4-A Proposed Sections 260 and 360 (Mark-up from Structure ED-2) 

Agenda Item 4-B ED Comment Analysis 

Draft to be Discussed at the Meeting 

9. The Task Force proposes that the mark-up version of Sections 260 and 360 be discussed at the 
meeting (Agenda Item 4-A).  

10. For information, the clean version is included in the staff-prepared compilation of the restructured 
Code (Agenda Item 2-C). 

Action Requested 

11. IESBA members are asked to:  

(a) Consider the revised restructured text in Agenda Item 4-A and provide feedback to the Task 
Force; and 

(b) Familiarize themselves with the comments from respondents in Agenda Item 4-B (and the 
Task Force’s related responses), and indicate whether there are any matters raised by 
respondents that they believe should be further considered by the Board. 

 


