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Changes of Substance From the 06
The text in this doc Coeart of egEfphiEcecsat hene@6AB019)
Overview of Changes
The primary changes to the extant Code compri se:

9 Revisions to Part 1, section 200, section 220 and the Glossary to promote the role and mindset expected
of members, developed under the International Ethics Standards Board for Accountants (IESBA) Role
and Mindset project;

1 Revisions to the Glossary to align definitions in the Code to amendments made by the NZAUASB to
Professional and Ethical Standard 1, International Code of Ethics for Assurance Practitioners (Including
International Independence Standards) (New Zealand) (PES 1) to align Part 4B with ISAE 3000
(Revised), devel oped 4Bmprajeetr t he | ESBASO6s Part

i Conforming and editorial amendments.
Ef fective Dates
Amended Code

T 31 December 2021

Early adoption is permitted.
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GUI DE TO THE CODE

GUIDE TO THE CODE

(This Gui éhautihoord tradri ve aid to using the Code.)

Purpose of the Code

1. Th€ode of( Ettheé cBGo defdu)n dsaentesn toauld f p reit rhmiacsd efrosref | ect i ng t
professionds mpeddgwrirtensopeornaski flilitdss e princi ples establ i :
behavdxpect ence mbfdthat undament alar@rntnegrpilteys, objectivity
competence and due care, c¢ drefhiadceamtuiral ity, and profes

2. The Code paonwdaeaetsual thmémbeawrsek t o apply in order to
and adtdmredaa®t compl i afeaedwimemttah®hoer iGocdep Iseest s out requ
and application materiaémiberpspd rnd adnlresee ¢ toyd Ictsb rt tomenged rpk
topics.

3. I n t he awagrdesoifenwds oatshseurr ance enpgbhtbedE€pénetmd etros t he
I nternanhdepahfteaacccdNdw Ze bl ahdj to the NZAUASB's Pr
Et hical Stmanemamat ilonal GeoderahcEt Ptastcf odiongrbnt er ne
i ndepenSlteanrcdkar ds) ( Neew) ,F ead taanldl)i Shed by thecapplalkat
frametwod hk @€ atnsd e p e nidne nrceel tahe 9en dmgagement s.

How the Code is Structured

4, The Code contains the following materi al

i PariCdmpl ying wiBRutndame rCtoallea,iP@ d mac e pth lmale wowk i ¢ h
includesendament alanpdr idndc@cpelpetsu al afnrda meswoarpkpl i cabl e
me mber s

1 Patr iMe mbseirn Busi wdhseh sets out additinemilermat eri a
busi naehsesn per poomesagi on.aMe mbetrii i thidessicrl medmb er s
empl oyed, engaged or cont rexctcaud iivre am peaxdd wt iiwne d
o] Commer c e, i ndustry or service.
o] The public sector.

o] Education.
o] The -fnaptr of it sector.
o Regul atporoy esrsi oonal bodies

Parti s2 al so apmldi vallue s ontwbions aprueb | i wh em apern fcer mi ng
professionpuraocantvi tioed heir figlmwhedbhsehi mswiat lcotnh
emplyee or. ownher

i Part31 Me mbssirn Publ i,c whiach isceet s out additmemlaér snat er i
in publiwhemagrnpwxitiengi onal services

i I nternland epanltesnrcck@New Ze@t aeEes), 1 which sets out ad
materi al t hme mhagrpd ipausbltiavhenapt aesdirmgce, s&s vices
foll ows:
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(o] Parti WAdepentdemucdan Revi ew Eng,agwewmhmeohs applies v
perf oemmidonmgevi ew engagement s

o] Parti UBdepenfiescseur ance EnQ@talgpermAnlbian®Revi ew
Engagememths ch appliesawbenampee f onoheagtg merneg snot
audoirtevi ew engagements

1 Gl osswhiaclont adienfsi h ed ms (together wi t h additional
appropriate) and described terms which have a spe

The Code contains sections which address specific

dealing Wwiitth aspecits oEadhosecttiopn cef the Code is

appropriate, as foll ows:

i I nt r odiuscettisonout the subject matter addressed witdtl
reqguirements and applicatioanmapeuvall flimmeddou ctonrn
material contains information, Wwiicitdu dii mpyo ratna retx ptl a
understanding and application of each Part and it

i Requi r eineesnttasb Iniesshalgeand specific obligations with

addr essed

i Applicati omprmat eéesalcont ext, explanations, sugges
consider, illustrations and other gui dance to ass

How to Use the Code

ThEBundament al,l Rdepengre@osmrecept ual Framewor k

6.

The Code memludtrroe sc o mpl yf wwidahmetnhtealo fpretnhciicpsl.esThe Cod:

requires pphleynctitioe egpt ual tfor ainteemotrikf y, ev atlhuractaet sand a
compliancéuwideemenheal Apphyywiombceetphieual regqamewesr lexerci s
professiongl rjeumAad md mtg al ertonf armndnédw icrhfamrgmast i i n f
circumst anc etshreearsd nadilreg and i nf.ormed third party te:

Theonceptual rfercasgstioatk t he existence of conditions,
established by the professfiigrnmo rd rdphliesy iartd ommigdgrheigud tait c
i mpact the itdlemddThaocsad ioondifti ons, npogbkltesbebeaadr plt e
factormeimbé&telveal uati on of whebabeeptabhdveigrverastesah o & n
at amcept ahl echdeecveedt ual rfemqamewemkthaddr es st ltrheoastes
Appl gianhggliasr onne whyenitybhe addresfseegdilaaredsacti ons indi vi
or i n combi nnaetnibotna ktehsa tt htahte e fif kerce dtvaachcye prteadbulcee | e v e |

I n addition, tnheemb&ode bequindependeat drivhweiaangtelmdror mi n ¢
assurance engadademeripd ual afprpad neevso rikn t he same way t
evaluating andr d ebthsdeespseinadge hthoe & aot <loimgpn ¢ e fwu rt cha nehret a |
principles

Complyi hgewiCbde kmeqvi inrges under standing and applying:

i Al of theowvebfoaspartiichhar cedatabtonlofget her with
additional mat er i &10,Bs0e0t 4(Or0eP &t o BIAS) dlroch sPODOFf er
PartofdBS), 1 as applicabl e.
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i Al of the relevant proovi sfioorn se xoafmpd ep a ratpipc wlianrg ste
are senhdeut the subhGadengbot adRed A®RIW Arutdeo get her
wi Blddi tspencailf i ¢ ipmolvd hiomg@s sedeout he subhAaadi hgs t

orReview €hhéentase not Public lonfReviesw Emhéntiesd
Public I nterest Entities. o
1 Al Il therfel epaopwvi seonoatpamticul ar s e catniyodnd i tt d pentaH e r

pr oivdarss s eathyoewtasiimsect i on

Requir eamedntAsppl i cation Materi al

10. Requirements and application materi al are to be rea
withfaoaheéament al @mpiph gdagnigeetphes al afnjdahrespvecrrfko mmidn g
reviamwd oatshseurr ance e nbgeaignegmeinntdse pendent

Requirements

11. Requirements ar et hdee sliiBtdtakteendht eeitdypaen d , i n most cases,
t he wor dl hfies meolrid. Oishal |l 6 in the Condenbiemp dse s oarp |l gbl i
wiht t he specific provision in which Ashall o has been

12.ln some situations, the Code provides a specific exc

provision i s tdheesilfgdt@attdendmavi $ens donditi onal wording.

13.When thenawori ¢ fused in the Code, it denotes permissi
circumstances, including as an exception to a requir
14 . When themiwohrtds Aused ,i henditee Lotdlee possibility of a m
occurring or a cour seThef tdeawremootn absecirnigb et aakneyn.par t i c
possibility or |l i keli hood when used in conjunction

t hate depends on the facts andmatitremu,msdvaerctesorofc awmnrys @

Application Materi al

15.In addition to requirements, the Code contains appli
a proper under st andinngpaorft itchud a€ o d dihse ianptpelnidceadt i toon hne
membeo understand howckeoptappltyort @aimepwonth cul ar set of
and to understand and compWhiwiet s uz hs i fiicati @eaqu immae

of itself impose a requirement, consideration of the
the reqeioemehée Code, i nclcuodniicnegp taupapl!l. Affcrmdtmeoend riokd n t mat e
i s desi gndatetetdiedw iot h

16. Where application material includes |lis¢ésxshatstetixaempl e

Appextdoi Gui de to the Code
17. ThAppendoi Xt his Guide provides an overview of the Cod
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Appentdo xGui de

OVEREW OFHEODE

t

PARrRT

COMPLYI WIGTH €BBEFUNDAMENTPRL NCI PANNOEONCE P T UFRIA ME WOR K
(ALL MEMBERS - SECTIONS 100 TO 199)

PART
MEMBERSBUSII NESS

(SECTIONS 200 TO 299)
(PARR2I'S ALSO APPLI GABVE DEBRERS
WHEN PERFORMI NG PROFESSI ONAL ACT
PURSUANT TORHIHETI ONSHI P FNIRM THE

I' N PUBLI C

PR

PARTB
MEMBERSPUBIL IPRACTI CE
(SECTIONS 300 TO 399)
ACTI CE
eSS

Vi

INTERNATI (NNDDBPENDESTANDARDS
( EWZEALANREFERE 3]
(PARTS 4A AND 4B)
PART 4A T INDEPENDENCE FOR AUDIT AND REVIEW
ENGAGEMENTS
(SECTIONS 400 TO 899)

PART 4B T INDEPENDENCE FOR ASSURANCE ENGAGEMENTS
OTHER THAN AUDIT AND REVIEW ENGAGEMENTS

(SECTIONS 900 TO 999)

GLOSSARY

(ALL MEMBERS)

(o]

t

he
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NOTICE OF LEGAL STATUS OF THE CODE OF ETHICS

Th€ode ofofEtthhe sNew Zeal and | nsti t(iNtZd Caf) m@ldaer tpairr esdu aMd ¢ ¢

section 7 of the New Zealand Institute of Chartered Ac(
thahe Code of Ethics is a disallowable instThiment for |
means t@adetbemkEsthilces tabled in Parliament and can be d

NZIl @GAs prescri be@odé eo fftod tl boéwdgmi gnnde anb kortNsZ | CA

Me mb eorfs NZI CA mameé eaflss@hartered Accountants Australia ani
and are subject -toows, Ir wlpgdsitcaad aed dbsyi amdé gui dance of CA

ThiCpnde ofr&€plhacess al l previous CNdAkE€AoORegGEthattery sBoaadd |
ThiGode ofi €t df fc s 31 Devembef 2021.m
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NEW ZEALAND PREFACE

Th€ode of( Etttheé cGode" )NZla@MAp O 1biys based on the Final P
I nternational Code of Ethics for Profedependéendecount al
Standafddshe I nternational Et hics Standards Board for A
International Federati on ofl |IAtc caolumnd aintcl da&sACt)he nFiApal |
Revisions to the Code Pertaining tootfthe h@f fl €&SIBrAg a@mrud | A
by | FAC i n,thé kidalyPro2o0nteBnent Revisions to Part 4B of the Code to Reflect Terms and

Concepts Used in International Standard on Assurance Engagements 3000 (Revised) of the IESBA,

published by IFAC in January 20203, and the Final Pronouncement Revisions to the Code to Promote the

Role and Mindset Expected of Professional Accountants of the IESBA, published by IFAC in October

2020%.

Alplronouncements are used with the permission of | FAC.

New Zeal and additions antd H&finithoesCade. prefixed wit

Interaction between NZAUASB's Code of Ethics for Assurance Practitioners and
the Code

The New Zealand Auditing and Assluriasice B8t amalaand' Boiamde
standard setting body for audit and assurance standard:
applyiasgutraeance practitioners

I n September 2011, sa apprpornoovudde lel@y® ntohcewh t hat made it a r ¢
almle mb eprrso v iackisrug ancet cseadhere to the standards i ssued b
assurance pmuwstt idcddammley swith both ProfeRES)dmaleramd i Btnfail c
Code of Rtshiucsanfcer Pfiamcl ot diomg rl lindtegeren&@it a 0 d 4 Ne sv)

Zeal amdlued by the NZAIU@E®SHBge.and t he N

| PESt hiendepenrdeeqiicier ementasssel and @mge a@egaeameorn at ed i n two
parts:

i Par til4nAd e penfdidro deentBRevi ew Engagament s

i Part TdABhdepenfleAssur aEncgeage mO@nh sr Atuldaamth dRevi ew
Engagement s

1l nternational Co
[

) f Ethi s for Profedependénédecount a
St and&ogy)HAgphrti t

de o c
2018 by he I nternational Federation c
reserved. Used with permissi anf accf. olrFgAG.o rC opretrantits sH eornmit so:
store or transmit, or to make other similar uses of thi
2Revisions to the Code Pertaining to Ctolpg ridigihley i 2@1&nd A
by the I nternational FreG)e.r aAlilo nr iogfh tAsc croausndrammea &s.( I Fsed wi
Contact Permissions@ fac.org for permission to reprodu:t
uses of this document.

SRevi stimnkart 4B of the Code to ReftlercrnatlTieomsal a®tda Coarc e
Assurance EngagemenQospyr@dgehnReyi 26@0 by the Internatio
Accountants (Il FAC). Al rights reserved. Used with per mi
permission to rreprroachlsond,t ,stoar &€ oo make other similar use

“Revisions to the Code to Promote the Role and Mindset
CopyrBEQ@chttober 2020 by the International Federation of A
with permission of | FAC. Contact Permissions@i fac.org

to make other similar uses of this document.
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These two parts are not rreephbiecrakcedei er tded@En LI Arit sst ea
PESi $suedAmMASH .

| PESthe requirements reha@abomgl it @®ncesgiomdd infgavts ioams
assurance erag@afPamagtR3p6h0si 360. 2.8 A1l

These paragraphs have not beemembeeprtsecatédriredthe Cadagi
R3607130R.81APESi $ssued by NZAuUuASB.
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NEW ZEALAND SCOPE AND APPLICATION

NZ 1.1

NZ R1.2
NZ 1.2 Al

NZ R1.3

NZ 1.4

NZ R1.5

NZ1.6

NZ R1.7

NZ R1.8

NZ R1.9

The amended Code is effective from 31 December 2021. This supersedes the Code
(effective 15 June 2019).

Compliance with the Code is mandatory for all members.

The requirements are equally applicable to all members, whether they are in public
practice, commerce, industry, service, the public sector, education, the not-for-profit sector,
or in regulatory or professional bodies who might be an employee, contractor, partner,
director (executive or non-executive), owner-manager or volunteer or acting in an
honourary capacity.

The Code is based on a number of fundamental principles that express the basic
tenets of professional and ethical behaviour and conduct. Members shall abide by
these fundamental principles in all their business and professional activities. If the
fundamental principles are threatened and the level of the threat cannot be
eliminated or reduced to an acceptable level, the member or firm shall terminate or
decline the activity.

The Code is designed to provide members with authoritative guidance on minimum
acceptable standards of professional conduct. Non- compliance with the Code might
expose a member to disciplinary action.

The Code focuses on essential matters of principle and is not to be taken as a
definitive statement on all matters. Members shall be able to demonstrate at all times
that their actions, behaviour, and conduct comply with the Code.

The Code is not intended to detract from responsibilities which might be imposed by law or
regulation.

All members outside of New Zealand shall comply with the Code to the extent to
which they are not prevented from so doing by specific requirements of local laws
and/or regulations.

All references in the Code to fitechnical and professional standardso are to the
standards issued by NZICA, the External Reporting Board, the New Zealand Auditing
and Assurance Standards Board, the New Zealand Accounting Standards Board or
other standards or authoritative guidance applicable to the task or engagement.

All references in the Code to legislation are references to those provisions as
amended from time to time.

In applying the requirements outlined in the Code, members shall be guided, not
merely by the words, but also by the spirit of the Code. The fact that particular
behaviour or conduct is not discussed within the Code, does not prevent it from
amounting to a breach of the Code.

14
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PART 1

THE CODE

I COMPLYING WITH THE CODE, FUNDAMENTAL

PRINCIPLES AND CONCEPTUAL FRAMEWORK

SECTI

ON 100

COMPLYI NG WI TH THE CODE
Introduction

100. 1
100. 2
NZ100.
100. 3
NZ100.
100. 4
Requi

A distinguishing mark of the accountancy professi
act ipubtlhe .interest

[ Amended. Refer to NZ100. 2]

Confidenaecionnthacy profewhgi bosi sessseneasgowand ot h

organi sati masbadimyod vier oad range of areas includir
reporting, asspraneesaodalle nbeurnsdveirtsiteasnd and ackno\
that such confidence is meamstedlrdosngeoskplfikebeandaVvaloes
they undertake, including:

(a)Adherence to ethieahnpcahcaptegr anhdssi onal st a

(b)Use of business acumen;

(c)Applicatiom ohf tepkmitéiasl and other matters; an
(d)Exercipsefefssi onal jJjudgement
The application of t hesne nsbkeirdsl pr anwidde adhdeiscenabl e

t hat mepeutrspashee f or which it whe pebivéededpoanby whi e
users of such output

[ Amended. Refer to Nz100. 3]
TBhe Code sets out high quality otrembards of et hiceé

The Codteabl i Shesiafmeweée alt oprbien cciopmpe si eadmwertshl toyalag
includescaptual t haeamsewbskout the approach to be ta
addr ebsetaot scompl i ancfumdanhe ntt md a edr, ianficd ippisk sot her

assurance entghargecaniesdtegp endenTltchee Code alfsodamephiak t
pri ncaptdedgdreceptual tbr amewnrgle of factsmamidercs r cum:
mi geimcounter, whether in business or in public pra

reamedctApplication Materi al

109. A1l Amended. ReBbAl to NZ100.

NZO0B. Ahe requiremen{(sné¢hudihreg Ctodeese in the New Zeal an

10BA2

designat bd tfe®dOmMd denlma ldd) piempose obligations.

Application mat ertihael ,Aé&d @xeipgmavti edde swictomt ext, expl ar
for actions or matters to consider, il lustrati ol
understanding of the Code. I ni g airnti ecrud eadk mtb & hree lap p

to understand bowcéeptappthr ampaot kcul ar set of ci
to understand and comply Whitlhe as uscphe caipfpilci craetg uoinr en
not of i t seéduiimMmeopmeret ,a consideration of the mat e
application of the requirement s coofn ctehpet uCaold ef,r a mecw c
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R10& .
100. 6
100. 6
100. 6
100. 6
R100.
100A1

THE CODE

Amembshal |l comply with the Code.

UWolh ol difnwgn daneent alanpdr icnocmppllieasnce with the specifi
Code emaberos meet their riers ptolnes iibci.liinttyertecstact

A2mpl ying with the Code includes giving appropria
reqguirements.

Go3mpl i ance with tthhee rCoqdue rdeoneesn mrsonto dmelaln Hehvad al way
met their respongiulbilliict.yi nttTenieadete umutshaea l or excep
circumst ancemse nbkewhiecwlesa t hat complying with a reg
of themiQohdi¢ bepuml itd @rntwordelesad to a di sproporti on;
those ci estymsetnebrecs encouraged to consult with an
aprof esor omeedbhbdodyory

A actipgbl inc tihmedmrbesnsi ders not only the prefere
of an indivedphbyichogeagt chaurti saaltesotnshefi otder stake
when pergroofméd ngi on.al activities

7 f there ar e circumstances wher e nrheammsefrmom r egul

complying with cerCwoaien photse dfawsheand regul ati on
membshall comply with all other parts of the Code

The principlebehawyprireoduweismsdasobngaol comply with relevan
regul ati ons. Somghhg wer iovydish®inss f fer from or go be
out i n thNheemb&ordet hose jurisdictions infded ethc else aaw
comply with the more stringent provisions unl ess

Breaches of the Code

R108.

108A1

Duty

Paragraphs R400.a8@ tROORLIGO®. (8rve PRERBO&Ad di5ess a breach
ofl nt er naltnidoenpaeln ¢ ma & g rNesw Zealmenndbhewvrho i denti fies
breach oeofhemyprovision of the Code shall evaluat e
and its i mpreectbeocarbstlhiedgy t o c dnmpildya meintthalt.lpefheci pl e
me mbashal l al so:

(a)Take whateven lgbet iaovmasi | abl e, as soon as possib
consequences of the breach satisfactorily; and

(b)Determine whether to report the breach to the
Rel evant parties toi ghe nt spumrbtl adler é¢vh gkhav whbeen
affectedrbyebsdr cramghodyorayn oversight authority.

o Disclose Unethical Behaviour

NZ RBODu.bj edRtl 0OQmembehave a professional duty to report

ot hme mbetr asZNCA Amgmbavho encounters or benadmes awar
which provides reasonable grounds for suspecting
ot her wunethical behamaemobeshably &amakeobheeport i mmedi
most senior &Xe€Ative of

NZ1®@&U n circumst amenelsh ansh emmaed ea aN Zrle(plotmiteni sohoul d be awar e

that:

17
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(a)The infor matrmiogfhadrins ctlhoes ebda s i s NoZf|I A acnodmpilna icnetr tbay
circumst arecrebsw htoh enade tnhiegbhree pemqtuest ed and/ or r
participate in any disciplinary proceedings;

(b)The i nfnordmastcilmsed, including the miagedetaabnid ot he
identifica¢mbemhofhddhemadec @ bhbbead rneapdoer tavail abl e
me mbaboubmwhhe report relates pursuant to the

(c)ln all situameobeowbkeder $shdi sclosing confiden
me mbmust consider:

() The interestwhai ghad | a fpfaercttieeds; and

iy The need to obtain INZglaCA advice and consult

NZR1OOO he duty ¢ aerxld pantdhreeonbeows conduct. I n the event o
proceedihneg sf,acme mihdam s amade s ucwh tab urnep dratmbbe’' s
favour.

Membémn practi craewhedrhs non

NZ RIL@MDo.rme mbewho are perpmiadteiddeieonber sregardl ess of pr
strucstshbhatkl comply wiMembeéewhe ELroaet i s-ene mb g h sanson
pringijsrall | enswrsaotmeatbeclksmply with this Code.

NZR1OO2Vhen there is a refememb&rinh shabkl Catleot be”" deemed
referencemembarnpartner or director, in so far as
NZlI RAl es and this Code

MembeResSponsibility for the Conduct of Others

NZ RILBOA memberhattdke reasonabl e otdmdostmoaenyuroal t on th
membebéehbhal f acts which imfembanr wioed do piearsbgt mnt h e
breach N4l Rhlees or this Code.

NZ1AQ®B®1Membecawe held responsible for the compliance wi't
withmemberwho are ei tmeerbesbpervitshieonmeombearbes t he
partsner fellow directors in a corporate practice

18
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SECTI ON 110
THEUNDAMENTAL PRI NCI PLES
Gener al
110A1 [ Amended. Refer to NZ110.1 A1l]
NZ110.Tih eArle afruen dfainveent a lo f p reit rhaécrsthsafro r
(@ | nt eigtro tbye straightforward and honest iin all pr
(b) Obj ectti axertisgpr of essi onal or wbiutshionuets sb € iundgg nceonnip r c
by:
(i) Bi as
(i) Conflict ;of interest
(i) Undue i nf,l ucerncuendofe reliance on, individual s
ot hfearct or s
(c0 Professional Competiewmce and Due Care
) Attain and maintain professional kemoswlreedge a
t hat a ergdlemyti mg orregcaenii vseast i pomp e sa@dtbinyail t i e s
based onteuohnentl and proansdel evalhand awdar c
regul ataods
(i) Act diligently and i n | eaceccornd acracd e awidt hp rap pel
standand srebhwgaandl regul ati ons
(d)YConfideintd atespect the confidentiality of i nf
professional andilpssiness relationsh
(e)Prof esBeé lmaaiiltoau r
) Comply with relevant | aws and regulations
(i) Behave in a manner consistent with the prof
public interest in all professional and business activities and relationships; and
(i) A void any conceobé&mbdws oheshwougltd skcmewi t t he
profession.
R110. 2Amembshal | comply wiftumdeaemt afi . tohhe nci pl es
110. 2 TAhleundament alofpreitihdicpl €@st abb ék & vetxbpee cstt eadn ddafe rda o f
Theonceptual efstaméwshles t he maepbresgaecghuiwleidcht o appl
compilwgt h fthrodament alSupbrsiencctiliiodnds® et out requi rement
application mat er i aflurmddnadretda [t op reiarcchi plfe st he
110. 2 An2e mber gfhdace a situation i méewhmdddmermtmgpllcpinmign avit gslhe .

with complying wifhndaeeot amobei esukb@t amsinbe@m@ati on,
mi ghhansi der consulting, on an anonymous basis if

1 Ot hers wiiitchemplt dhei ng argani sation
i Those charged with governance

bl Aprofessional body
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i A regul atory body.

1 Legal counsel

However coassuohtation doesmhédam rtelhd erveesporesi bil ity
professionalo resomert t he conflict or, if necessar
regul ation, othishesmaiaéere €reating the conflict.

110. 2 TAlBene mbéris encouraged to document the substance o
di scussions, the decisions made and the rational e

SUBSECTI OGN NITIEIGRI TY

R111. 1IAmemberhall c o mpeé ym dple bfhintegri yt, wihrieqghui i mesnb @o be
str i hforwa d and honest in all p of & $onal and busin &s r k&tionships.

111. 1 IA#griytinvolves fair deal ng, truth dln ss and having the strength of character to act appropriately,
even when facing pressure to do otherwise or when doing so might create potential adverse personal
or organsational consequences.

111.1 AQtappropriately involves:
(a)Standing oneds ground when confronted by dil emr
(b Chall enging others as and when circumstances Wwz¢

in a manner appropriate to the circumstances.

R111. 2Amermeshall not knowingly be associated with repor
ot her i nfor matneomb buvehleireevash et hat the information:
(@ Contains a materially false or misleading stat
(b)Cont asithast ement s or i nformation provided reckl ec
(c)Omits or obscures required information where s

be misleading.

111. 2 IAflmembprovides a modified report in respect of su
other infomenaltié ® nnott hien breach of paragraph R111.
R111. 3Whenmambbdrecomes aware ofasbBacimageldeeanth informatio

in paragraph nRlmiblesrBal It heake steps to be disasso
information.

SUBSECTI GNOBUJIERCTI VI TY

R112. 1Amembesrhall compl gr iwi dihplteheof objectiwmémlygrowhi ch
exer irod essi onal j oad gmeithéun eBrg compromised by:

(& Bi as
(b) Conflict odr interest
(c) Undue i nf |, aoraunduereliarfce on, individuals, organisations, technology

orot hfeact.or s

R112. 2Amembashall not updefre¢akieomah aettcumsyance or rela
unduly i nf Inueemmbcéessr afhees si onafr egaddmagtacti vity.
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SUBSECTI ONPRIARBES S| ONAL COMPETENCE AND DUE CARE
R113. 1 Amended. NReR2]t31t d

NZ R11A3melmb erhal | comply withrohespronal pkcempét ence and
whi clkequi mesbao:
(@ Attain and maintain professional knowl edge an
ensure thatewmplcd yiemd no & aetciedrnves cmoprmpfed eqniton al
activities, ased on techental and prof andi aredle vatnda n c

| aws and repgahdtions

(b)Act diligently and in actecdancel wanhd pppfes
standandsr elaswsanatndl regul ati ons

113.1 &drving cleimprdtospir@ma isswittihonpr of essi onalresommpmet enc

exercise of sound judgment in applying professio
professional activities

113.1 M&i ntaining professional competence reqndreg a co
of relevant t ectbruisd admelsesipnolagyrelstesid emal opment s. Cont i
professional devemepme ot dewvabblopgs aamd mai ntain t he
perform competently within the professional envir

113.1 DAN3ligence encompasses the responsibility to act
assignment , carefully, thoroughly and on a timely

NZ113.1 A3.1 Timeli mesmsheaktsogaxiendsotoeapomMN&ZIICRA.a ti me

R113.2ln complying with the principle of proéemssi onal
shhl take reasonable steps to ensure that t hose v
undermémeéaut hority have appropriate training and

R113. 3Wher e appr aoanermibasthea | lacnhai keen tesmp Itohyeirmgegani saoroot her
users ofemblrepdof essi onabrasdr wiidawasr e of the | i mi
inherent in the services or activities.

SUBSECTI GNCQOINLK4I DENTI1 ALIT TY

R114. 1Amembshal | comply with the principle noefmbctoonf i dent
respect the confidentiality of i pfrof matsdinmdmabcqui

busi ness r elAateimbmssthlilp:s .
(a)Be al ert t o t he possibility of i nadvertent |
environment, and particularly t o namecd imastea busi n

cl ose membey;

(b)YMaintain confidentiality ioofminmifoymadhino s awi omi n

(c)YMaintain confidentiality of i nformati on di scl
empl oying organisation

(d)Not di sclose confidential information acquire:
business rel agii benfsthibggsnpd wty i ng o rwiatnh osuatt ipornop er
and specific authority, unl ess there is a |leg

di scl os e;
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114.
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(e)Not wuse confidenacigadi riend oarsmaat iroensul t of profess
relationships for the presmbeoaml|lf advieahé agevaht ad
third party;

(f)Not wuse or disclose any confidenti al isnfaor mat i
result of a professional or business relationst
and

(g)Take reasonable steps to ensmembédant pelr soanael
individuals from whom adeh aenedd Besesméeaninche
duty of confidentiality.

Qalnf i dent i alpiutbyl isce bignetacursebseti t f aci |l itates the free
t heme mbéx | i ertimpboywyirnggni sat mbmbéem the knowledge th
i nf oomawiil | not be disclosed to a third party. Ne

wheme mbearse mbgihné required to disclose confidenti a
di scl miswbiee appropri ate:

(a)Disclosure is required by I aw, for exampl e:

) Production of documents or ot her provision
proceedings; or

(i) Di sclosure to the appropriate publitccamehori:t
to l'ight;

(b)Di sclosure is per mitt esadd blyy [|tatwe amédingins vy ieoorg htohr
or gani;s aatnidon

(c)There is a professional duty or right to discl
(i)To comply with thprquaststynakevbewyof a
(iiJo respond to an i nqguwirroyf ecoriiomaghbdyat yon by
(iiTo protect the profmesndieandlegianht preseedohgas;

(ivlo compl yt eaonfirtihc al and prof esisnolniedi ngt aetdh
reqguirements.

IA® circumstances in paragraph 114.1 A1l do not s
regul atory .rlfengeumbreeaonesitdser i ng disclosing confident

clicemmpl| oyi ng owigtalmo ustattilhoenir consent i s advised tc¢
IAeci ding whether to disclose confidenti al i nf orn
circumstances, include:

i Whet her the interests of any partiesghhéncludi
affected, c ouil fd tbhee headrpnmeeadt | nogr ocogmséntas i 6o t h
di sclosure of imefnbemati on by the

i Whet her al | t he rel evant informati on i s k now
p r accathil e . Factors affecting the decision to dis

o] Unsubstantiated facts.

o] I ncomplete information.
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o] Unsubstantiated concl usi ons.

i The proposed type of
i Whet her t he

communicati on, and to who

p arctoinensu ntioc amthioam tihse addr essed

are a
R114. 2Amembshall continue to comply with the principle
of the relati on aneimb abnedtcwhei eenretinhdero yoirrgga ni s a Whemn
changing employment or acqguéembhaei @nbewl edi ent ust
experience but shall not use or di sclose any ¢

received as a result of

a professional or busines
SUBSECTI ONPRIARESSI BENAVI OUR
R115. 1Ame mbrs hal | comply withrohes pbredhmaavi,ipodwen i «¢fh p equires
me mb ¢ O
@ Comply with relevant ;| aws and regul ations
() Behave in a manner consistent with the

prof es:
relationship:
showlgdilecaowdi t t he

public imtpalckfsessi onadandchuvineéss
(c) Avoi d any tchoantdmmtethb &kmows or
profession.

A me mberhal | not knowi ngly engage in any busi
i mpai mgbmpair the
as a result would

ness
integrity, objectivity or good
be fiumdamealttiab l. @ rwintch ptl lees

115. 1 QAdndubwmt gdhitscr edi t t incudepsr @rf cetiscddireoamnabl end aforme d
third party woul the Ikely t oonaude adversely af ef € the go d reput e df the p rfes Bn.
R115. 2When undert aki

ng mar keting omenpbredrmaltli onat Bctngi
profession

i n tnoe nudbi ssitr ablghomest.andAruthful and s h a lotl

(@) Exaggerated claims for the
of , mehméderor

mak e :

services offered by,

(b) Disparaging referenc e sr u rsubstant i a toengparisons t ahe wo k of others.

115. 2 IAflmambées in doubt aboutbdwbetomemaag kfedoi mgof s
membes encouraged to

NZR115 Anembshall act

appr o|
comrsafl ¢ s wiidralt hleoadyl evant

with courtesy and consideration
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SECTI

THE CODE

ON 120

THE CONCEPTUAL FRAMEWORK

Introduction

120.1

120.2

The circumstances in which me mb eoperate mi g ¢reéate t h r et@dompliance with the
fundament al Segionil20setsput eequirements and application material, including
aconcept ual,tdassistmeewrtbreiwr complying withthef undament alandpr i nci pl
meeting their responsibility to act inthe pu b | i ¢ . Such requireraents and application

material accommodate the wide range of facts and circumstances, including the various

professional activities, interests and relationships, that create t h r etacorapliance with the

f undament al In addition, theypdeter sne mb efrorm concluding that a situation is

permitted solely because that situation is not specifically prohibited by the Code.

Theconcept ual spedfiesrarapgraach forame mb wr
(@) Identifyt h r dceconpliance withthef undament at principl es
(b) Evaluatethet h r dderttified; and

(c) Addressthet h r ebwydliminating or reducing them to an acceptable level.

Requirements and Application Material

General

R120.3

120. 3

R120.

R120.5

The me mb ehall apply the conceptual framework to identify, evaluate and address
threats to compliance with the fundamental principles set out in Section 110.

Adidi ti onal requirements and application materi al
conceptual areasmewookt i n:

(@ ParitMembsrin Business

(b) Part3i Membsrin Publ;i canRdracti ce

) Internland emanStenrckkgNew Ze@t afEs)), 1 as foll ows:
0] Par tildnAdd e p e nfdodrn deentBevi ew Engagament s

(ii) Parti ABdepenfdeAscseur ance EnQtalgermdmidand
Review Engagement s

MWhen dealing with amemhhdthalsl icomnei, demet he cont ext
i ssue has margiagéms ear Where an imeainvéduplbbivho psaat.i
is perfprmiegsi onalpursvuant mtebdames ati onship with
fiyrmwhether as a contractor, empl oyee or owner, t

provi siPoanrst iant apply to these circumstances.
When applying the conceptual framework, the me mb shall:

(&8 Have an inquiring mind;

(b) Exercise professional judgment; and

(c) Usethereasonable and informed third party test described in paragraph 120.5 A6.
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Having an I nquiring Mind

120.5 Anl inquiring mi nd i s a prerequisite to obtainir
circumstances necessary focobhbeppunapefridgpivoglaamnc
i nguiring mind involves:

(@ Consi dersionugr ctehe rel evance and sufficiency of i
account the nature, prcopesandbeubhgousdefytaken;

(o) Beiomgen and alert to a mmedrf on hfeur talcenn oinnvest

120.5 W2en considering the source, relevancemeamiersuf fic
mi gdhhansi der, amongst other matters, whether:
i New i nf or nearteirogne dhaosr t here have been changes in

i The informati omnhglhe iinfsl somnaced btyermme ats. or sel f

i There is a reason to be concerned gtheami pesf egt i
from the facts and ci memmstances known to the

i There is an inconsistency bmdtwerrme ¢ hemi& atoliven f ac
expectations.

i The information provides a reasonable basis on

1 Themiegthe ot her reasonable conclusions that coul
obtained.

120. 5 [MBmended. Refer to NzZ120.5 A3]

NZ120.PharAa3gRapbr.esquilmesnbatlos have an inquiring mind when
andddr estshirnretpot st hedament al. prTihnicsi ppreesr equi site fo
conceptual aprpalmeensomd& b eaelgar dl essproff et ©iieon al act
undertaken. Under audbsurmagcersesviaewdaand, of met udi n
t hNZAUASB, membersar e al so requi rfeedsdioomraxlersdé st ipciosm, wi
a critical assessment of evidence.

Exercise of Professional Judgment

1205A4 Professional j uktgamehti cahvohvesd prefesenowlhde ddger,i ng
skandexperience commefnaatr at anwi t hakibghrgosatcauntd é e,
nature and scopeprooff etstsd opmar & nadcu ti &/eandir retb eart 6 tnss hi p s
i nvo.d ved

120.5 A5 Professional judgmentis required whenthe me mb appliesthec oncept ual inbrdeea me wo r k
to make informed decisions about the courses of actions available, and to determine whether
such decisions are appropriate in the circumstances. In making this determination, the me mb e r
mi gdonsidermat tseuwcshwlaest her :

1 The me mb eexperise and experience are sufficient to reach a conclusion.
i There is a need to consult with others with relevant expertise or experience.

1 The me mb eawnd preconception or bias mi g lbetaffecting the me mb e exércise of
professional judgment.
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e and I nformed Third Party

The reasonable and informed third party test is a consideration by the me mb about whether
the same conclusions would likely be reached by another party. Such consideration is made
from the perspective of a reasonable and informed third party, who weighs all the relevant facts
and circumstances that the me mb knows, or could reasonably be expected to know, at the
time the conclusions are made. The reasonable and informed third party does not need to be
a me mb,ebut would possess the relevant knowledge and experience to understand and
evaluate the appropriateness of the me mb ecoriclasions in an impartial manner.

Identifying Thr eat s

R120.6
120.6 Al

120.6 A2

120.6 A3

120.6 A4

The me mb shall identify threats to compliance with the fundamental principles.

An understanding of the facts and circumstances, including any pr of essi onal
interests and relationships that mi g dormpromise compliance withthef und ament a|

is a prerequisite to the me mb eidentification oft h r ecastich compliance. The existence of

certain conditions, policies and procedures established by the profession, legislation,
regulation, the f i ,romthe e mp | oy i ng othal ean iethantei tienme mb agcting
ethically mi g &lso help identify t h r eta tompliance with the f undament al.
Paragraph 120.8 A2 includes general examples of such conditions, policies and procedures
which are also factors that are relevant in evaluating the level oft hr eat s

T h r ®ta compliance withthef unda me nt almi pytetoneatedhy ebsoad range of
facts and circumstances. It is not possible to define every situation that createst hr elat s

addition, the nature of engagements and work assignments mi g differ and, consequently,
different types of t h r erd tg¥e created.

Threats to compliance with the f un d a me nt a | fall mto one ori more efthe following
categories:

(@)

(b)

(€)

(d)

()

Sedi hteresitt tehrehteat t hat a financi al

i nfl ueneend ejaldcdsgment or behaviour ;

Self-review threat i the threat that a me mb will not appropriately evaluate the results
of a previous judgment made, or an activity performed by the me mb,er by another
individual within the me mb efridosmmp | oy i ng qongvhichihe e rin o will
rely when forming a judgment as part of performing a current activity;

or

acti

i nci

i nci

ot he

Advocacy threat 7 the threat that a me mb avi | | promot e enmgloyinog i ent 6s

or g ani spasitiondorthe point that the me mb eabjéctivity is compromised;
Familiarity threat 7 the threat that due to a long or close relationship with a client, or
empl oyi ng qagna mibwsvil tbé toa sympathetic to their interests or too
accepting of their work; and

Intimidation threat i the threat that a me mb will be deterred from acting objectively
because of actual or perceived pressures, including attempts to exercise undue influence
overthe me mb.e r

A circumstance mi g drelate more than one threat, and a threat mi g dfféct compliance with
morethanonef undament al principle
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Eval uarthirregat s
R120.7 When the me mb édentifies a threat to compliance with the fundamental principles, the
me mb shall evaluate whether such athreat is at an acceptable level.

Acceptable Level

120.7 A1 An acceptable level is a level at which a me mb asing the reasonable and informed third party
test would likely conclude that the me mb eomplies withthef undament al principl es
Factors Relevant in Evaluating the Level of Threats

120.8 A1  The consideration of qualitative as well as quantitative factors is relevant in the me mber 6 s
evaluation of t h r eas is the combined effect of multiplet h r eifeappticable.

120.8 A2 The existence of conditions, policies and procedures described in paragraph 120.6 A1 mi g h t
also be factors that are relevant in evaluating the level of t h r eta tosnpliance with
f undament alExamplesrofcsuch domdiions, policies and procedures include:

il Corporate governance requirements.
1 Educational, training and experience requirements for the profession.

1 Effective complaint systems which enable the me mb and the general public to draw
attention to unethical behaviour.

i An explicitly stated duty to report breaches of ethics requirements.
i Professional or regulatory monitoring and disciplinary procedures.
Consideration of New Information or Changes in Facts al

R120.9 Iftheme mb becomes aware of new information or changes in facts and circumstances
that might impact whether a threat has been eliminated or reduced to an acceptable
level, the me mb shall re-evaluate and address that threat accordingly.

120.9 A1  Remaining alert throughout the professional activity assists the me mb ia determining whether
new information has emerged or changes in facts and circumstances have occurred that:

(@) Impact the level of a threat; or

(b) Affect the me mb e colckusions about whether s a f e g uappliedl Tontinue to be
appropriate to address identifiedt hr eat s

120. 9 IA2 new information results in tmeenb i de mteigfuii aatdi otn
evaluate and, as appropReéat ePPlaretde R 2t0hild)t hr eat
Addr esBhmgat s

R120.10 Ifthe me mb @etermines that the identified threats to compliance with the fundamental
principles are not at an acceptable level, the me mb eshall address the threats by
eliminating them or reducing them to an acceptable level. The me mb shall do so by:

(@) Eliminating the circumstances, including interests or relationships, that are
creating the threats;
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(b) Applying safeguards, where available and capable of being applied, to reduce the
threats to an acceptable level; or

(c) Declining or ending the specificpr of essi on.al activity

Actions to Eliminate Threats

12 0. 1 ODepetding on the facts and circumstances, a threat mi g lbetaddressed by eliminating the
circumstance creating the threat. However, there are some situations in which t h r ecantordy
be addressed by declining or ending the specific professional activity. This is because the
circumstances that created the t h r ecanhot be eliminated and s a f e g a® nat capable
of being applied to reduce the threat to an acceptable level.

Safeguards

120.10 A2 Safeguards are actions, individually or in combination, that the me mb takes that effectively
reducet h r eocaconpliance withthef un d a me nt a Ito ap acceptable lgvele s

Consi deorfatSiognni fi cant Judgments Made and Overall Concl u

R120.11 Theme mb shall form an overall conclusion about whether the actions thattheme mb e r
takes, or intends to take, to address the t h r eaeated will eliminate thoset hr eat s
reduce them to an acceptable level. In forming the overall conclusion, the me mb shall:

(&) Review any significant judgments made or conclusions reached; and

(b) Usethereasonable and informed third party test.

Ot her Considerations when Applying the Conceptual Fram
Bias

120.12CoAlsci ous or bumncsonafcfli @utss tphreof exer onsakewhphdgemen
identifying, eval vat geg caomtp | d dadircessdosiinegm t tathe pr i nci

120. 12ExA22mpl eendfi apotbi as toebBerawsdomgeéi wheihn g ludddjee:me n t

1 Anchoring bias, which is a tendency to use an initial piece of information as an anchor
against which subsequent information is inadequately assessed.

i Automation bias, which is the tendency to favour output generated from automated
systems, even when human reasoning or contradictory information raises questions as
to whether such output is reliable or fit for purpose.

i Availability bias, which is a tendency to place more weight on events or experiences that
immediately come to mind or are readily available than those that are not.

i Confirmation bias, which is a tendency to place more weight on information that
corroborates an existing belief than information that contradicts or casts doubt on that
belief.

1 Groupthink, which is a tendency for a group of individuals to discourage individual
creativity and responsibility and as a result reach a decision without critical reasoning or
consideration of alternatives.
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i Overconfidence bias, which is a tendency to o
accurate assessments of risk or other judgements or decisions.

1 Representation bias, which is a tendency to base an understanding on a pattern of
experiences, events or beliefs that is assumed to be representative.

i Selective perception, which is a tendency for
the person views a particular matter or person.

1202 AAct itohmast gmitti gate the effect of bias include:
1 Seeking advice from experts to provide additional input.
i Consulting with others to ensure appropriate challenge as part of the evaluation process.
i Receiving training related to the identification of bias as part of professional development.
Organisational Culture

120. 13ThAl effective ampmilciepdtuiad nbiyo feeemelvies ke n h an ctehde when
i mportance of ethicalf wmdamesnttalanmraibit diag lweps bvi Beo
out in the Code is promoted memboaogdypatdins aitrit er nal

120 .A3The promotion of an ethical culture within an org

€) Leaders and those in management roles promote the importance of, and hold
themselves and others accountable for demonstrating the ethical values of the
organisation;

(b)  Appropriate education and training programs, management processes, and performance
evaluation and reward criteria that promote an ethical culture are in place;

(c) Effective policies and procedures are in place to encourage and protect those who report
actual or suspected illegal or unethical behaviour, including whistle-blowers; and

(d) The organisation adheres to ethical values in its dealings with third parties.

120. 13MeABb earrse expected to encourd@seanadupnamaet ¢ nan heti i
taking into account their position and seniority.

Considerations f orOthuedi tAss,sauRdaviReedwat e E nJeargweineand s
Firm Culture

120.14.A1 Both Professional and Ethical Standard 3 (PES 3) Quality Control for Firms that Perform Audits
and Reviews of Financial Statements, and Other Assurance Engagements issued by the
NZAUASB and Professional Standard 1 (PS-1) Quality Control issued by NZICA set out
requirements and application material relating to firm culture in the context of a f i r md s
responsibilities to design, implement and operate a system of quality management for audits
or reviews of financial statements, or other assurance or related services engagements.

I ndependence

120.15 A1 Members in public practice are required by International | n d e p e n 8tandacds (New
Zealand) (refer P E S) tdlbe independent when performing audits, reviews, or other assurance
engagements. Independence is linkedtothef u n d a me nt a lof opjectivity and integeity.
It comprises:
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(@ Independence of mind i the state of mind that permits the expression of a conclusion
without being affected by influences that compromise professional judgment, thereby
allowing an individual to act with integrity, and exercise objectivity and professional
scepticism.

(b) Independence in appearance i the avoidance of facts and circumstances that are so
significant that a reasonable and informed third party would be likely to conclude that a
f i r ordan audit, review or assurance team me mber 6 s integrity, ob
professional scepticism has been compromised.

International Independence Standards (New Zealand) (refer P E S) sét out requirements and
application material on how to apply the conc e pt u al tof mamtaire indepehdence

when performing audits, reviews or other assurance engagements. Members and firms are

required to comply with these standards in order to be independent when conducting such
engagements. The concept ual td identifye evalvate and address t hr etat s
compliance with the f unda me nt al apples iinntliei sameenmy to compliance with
independence requirements. The categories of t h r et@ dompliance with the f undament al
p r i n cdegeribeddn paragraph 120.6 A3 are also the categories of t h r etadompliance

with independence requirements.

Professional Scepticism

12 06A1 Un d auditing, review and ot her a ssstuamdeared s, includthg Nbwse i

12.06 A2

Zeal and Auditing and Asm®amBasangpeblicPiaciae draneqlisedtBo ar d
exercise professional scepticism when planning and performing audits, reviews and other

assurance engagements. Pr of esscephati smfandamdémret alt hparti nari @ | e ¢
described lil@r®edtmit@an ed concepts.

Inanauditoff i nanci al,canplancewitkthetfsu nd a me nt alindiwiduallpand p| e s
collectively, supports the exercise of professional scepticism, as shown in the following
examples:

i I ntegeiquyrensgsmhbhéme® be straightforward and hones
membeomplies with the principle of integrity b

o] Being straandhofestwawden raising concerns abc«

by a client

o] Pursuing i nqguiries about i nconsi stent i nfo
evidence to address concrirgtise arbad uvetr i satldtye niean t
mi sl eading in order to make infor medf deci si
action in the circumstances.

o] Having strength of character to act appropriately, even when facing pressure to
do otherwise or when doing so might create potential adverse personal or
organisational consequences. Acting appropriately involves:

(a)Standing oneds grobwddwhemmasnandntdietlfi cu
or

(b)Chal l enging others as and when circumstanc

in a manner appropriate to the circumstances
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I'n doing msmohadréah@enstrates the critical assessmen

contributes to the expticéiissgmof professional s

i Objectéegut yeresmhtth®exer pr 9 &€ e s s bugimesslj uamgtmeint hout
being compromised by:

(@ Bi as
(b) Conflict ;of interest
(¢ Undue inf,l uernciendoue reliance on, individual

ot hfearct or s .

S 1

1 For exampedmbhbedrmel i es with theipyihbhgiple of obj e

(@ Recoggmig circumstances or relationships such
mi ghampr o minseenbtepp®osf essi onal or business judg

() Considering the impact of such crmeamnchiemsétsances
judgment when evaluating the sufficiency anc

rel ated to atmatttherf crhateemrt iadl st at ement s

I'n doi ngmesmob drethheeves in a manner that contri bu
prof es d ptniadi sm.

i Professional competreenqgleis ammednebdtuoe hcaavree pr of es si «
knowl edge and skill at t he |l evel comgegnti r ed t
prof essdrowiade, and to act diligently in accor d:
and regul akampbkemeFmbheeoemp!| i es with the principl
competence and due care by:

@ Applying knowledge that is relevant to a pal
activities in order toerpradpenilsystiademteinfty, r i s
() Designing and performing appropriate audit p
(¢ Applying relevant knowledge when critically
sufficient and appropriate in the circumstan
I n doi ngmesnob drethhaev e smainnnea t hat contributes to

prof es d ptniadi sm.

derations for Other Engagements

Firm Culture

NZ 120.17 Al Professional Standard 1 (PS-1) Quality Control issued by NZICA sets out requirements and

application material relating to firm culture in the context of a f i r respansibilities to design,
implement and operate a system of quality management for engagements, other than audit,
review or other assurance or related services engagements.

Independence

NZ R120.18A firm performing professional services, other than audit, review or other assurance or

related services engagements, shall be independent where required by applicable
technical and professional standards and relevant laws and regulations, or when it is
otherwise appropriate to the engagement.
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NZ120.18 Al Independence is also important for certain other pr o f e s s i 0 n, antludisge(butvnootc e s
limited to) certain insolvency engagements, independent business valuations, appraisal
reports under New Zealand Stock Exchange Listing Rules, and expert witness engagements.

NZ120.18 A2Th é und a meinn @iltpHpats t h e icdeperclengeti sofl i nked to and
of wridapendencec ompri ses af 205A&t out at

NZ R120.19A firm shall apply the conceptual framework set out in Section 120 to identify, evaluate
and address threats to independence in relation to professional engagements, other
than audits, reviews, other assurance and related services engagements, where
required by applicable technical and professional standards and relevant laws and
regulations, or when it is otherwise appropriate to the engagement.
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PART 27 MEMBERS IN BUSINESS

SECTI ON 200

APPLYING THE CONCEPTUAL FRAMEWORK T MEMBERS IN BUSINESS
Introduction

200.1 This Part of the Code sets out requirements and application material for members in business
when applyingthec onc e pt ual setoutaimSectiom 120. It does not describe all of the
facts and circumstances, including professional activities, interests and relationships, that
could be encountered by members in business, which create or mi g breate t hr etat s
compliance with the f un d a me nt al Therefdarenthe qod recse pt ual reguiresme wo r k
members in business to be alert for such facts and circumstances.

200.2 Investors, creditors, employing organisations and other sectors of the business community, as
well as governments and the general public, mi g rely on the work of members in business.
members in business mi g lde solely or jointly responsible for the preparation and reporting of
financial and other information, on which both their employing organisations and third parties
mi gfely. They mi g d&lso be responsible for providing effective financial management and
competent advice on a variety of business-related matters.

200.3 A me mb m business mi gbetan employee, contractor, partner, director (executive or non-
executive), owner-manager, or volunteerofane mp | oy i ng a The kegal farnadf the n
relationship of the me mibr avith the e mp | oy i ng ohag rorbéasng on thenethical
responsibilities placed onthe me mb.e r

200.4 In this Pamdmb&rhre fteersmtifo:
(&8 Ame mb & business; and

() An individmambwhoi n sp @bhleinc ppe rgicdoifméengi on al acti
pur suanmmembertebleat i ons mepmb@&&t,hmthheet her as a cont
empl oyee .orMoorvenernf or nraatrit sm agrp | vinkredersli en tpas b | i ¢
pracits ceet out RN2 PRa¥0alg.nsd pbBss5 Al

Requirements and Application Material
General

R200.5 A me mb shall comply with the fundamental principles set out in Section 110 and apply
the conceptual framework set out in Section 120 to identify, evaluate and address
threats to compliance with the fundamental principles.

200.5A1 A me mb bas a responsibility to further the legitimate objectives of the memberd € mp | oy i ng
or g ani.3he Codedoes not seek to hinder members from fulfilling that responsibility, but
addresses circumstances in which compliance with the f undament al mipghetnci pl es
compromised.

200.5A2 Members may promote the position of the e mp |l oy i ng o whera furtheriagt theo n
legitimate goals and objectives of theire mp | oy i ng q pravided that any statements
made are neither false nor misleading. Such actions usually would not create an advocacy
threat.
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The more senior the position of a me mb,ahe greater will be the ability and opportunity to
access information, and to influence policies, decisions made and actions taken by others
involved withthee mp | oy i ng a Toghe extest that they are able to do so, taking into
account their position and seniority in the organisation, members are expected to encourage
and promote an ethics-based culture in the organisation in accordance with paragraph 120.13
A3. Examples of actions that mi g bettaken include the introduction, implementation and
oversight of:

i Ethics education and training programs.

i Management processes and performance evaluation and reward criteria that promote
an ethical culture.

1 Ethics and whistle-blowing policies.

1 Policies and procedures designed to prevent non-compliance with laws and regulations.

Identifying Thr eat s

200.6 Al

T h r eta tompliance withthef un d ame nt almi pyietcreatedby sebsoad range of
facts and circumstances. The categories of t h r eare described in paragraph 120.6 A3. The

following are examples of facts and circumstances within each of those categories that mi g h t

createt h r dond nse mb when undertaking a professional activity:
(a) Self-interest Threats

i A me mb holding a financial interest in, or receiving a loan or guarantee from,
theempl oyi ng arganisation

1 A me mb participating in incentive compensation arrangements offered by the
empl oying arganisation

i A me mb baving access to corporate assets for personal use.

i A me mb deing offered a gift or special treatment from a supplier of the
empl oying arganisation

(b)  Self-review Threats

1 A me mb aetermining the appropriate accounting treatment for a business
combination after performing the feasibility study supporting the purchase
decision.

(c) Advocacy Threats

i A me mb baving the opportunity to manipulate information in a prospectus in
order to obtain favorable financing.

(d) Familiarity Threats

1 A me mb ebeing responsible for the financial reporting of the e mp | o
or gani when anoimmediate or close family member employed by the
organisation makes decisions that affect the financial reporting of the
organisation.

1 A me mb éhaving a long association with individuals influencing business
decisions.
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(e) Intimidation Threats

i A me mb erimmediate or close family member facing the threat of dismissal or
replacement over a disagreement about:

0 The application of an accounting principle.
0 The way in which financial information is to be reported.

1 An individual attempting to influence the decision-making process ofthe me mb,e r
for example with regard to the awarding of contracts or the application of an
accounting principle.

Evaluating Thr eat s

200.7 A1  The conditions, policies and procedures described in paragraphs 120.6 A1 and 120.8 A2mi g h t
impact the evaluation of whether a threat to compliance withthef undament alisapr i nci pl
an acceptable level.

200. 7 TA2eme mbeegwas!l uati on of the | evel of a threat i s al s
t hprofessional activity.

200.7 A3 The me mb eevdiuation of the level of a threat mi g letimpacted by the work environment
withinthee mp | oy i ng oandjita operatiagtemvioonment. For example:

i Leadership that stresses the importance of ethical behaviour and the expectation that
employees will act in an ethical manner.

i Policies and procedures to empower and encourage employees to communicate ethics
issues that concern them to senior levels of management without fear of retribution.

1 Policies and procedures to implement and monitor the quality of employee performance.
i Systems of corporate oversight or other oversight structures and strong internal controls.

i Recruitment procedures emphasising the importance of employing high calibre
competent personnel.

i Timely communication of policies and procedures, including any changes to them, to all
employees, and appropriate training and education on such policies and procedures.

i Ethics and code of conduct policies.

200.7 A4  Members mi gdonsider obtaining legal advice where they believe that unethical behaviour or
actions by others have occurred, or will continue to occur, withinthee mp |l oyi ng ar gani sat

Addr esBhmgat s

200.8 A1 Sections 2 1 t» 2 7 @escribe certaint h r ethatins g drise during the course of performing
professional activities and include examples of actions that mi gdddress sucht hr eat s

200.8 A2 In extreme situations, if the circumstances that created the t h r ecanhot be eliminated and
s a f e g @are notlavailable or capable of being applied to reduce the threat to an acceptable
level, it mi gbeiappropriate forame mb ®resignfromthee mpl oyi ng argani sati or
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Communicating with Those Charged with Governance
(after exhausting othei gagpgpreops i b eetake? winGgnf cdrat
exampl es)

R200.9 When communicating with those charged with governance in accordance with the Code,
a me mb eghall determine the appropriate individual(s) within the employing
organisation® sgovernance structure with whom to communicate. If the me mber
communicates with a subgroup of those charged with governance, the me mb ehall
determine whether communication with all of those charged with governance is also
necessary so that they are adequately informed.

200.9 A1 In determining with whom to communicate, ame mb s g dorsider:
(&) The nature and importance of the circumstances; and
(b)  The matter to be communicated.

200.9 A2 Examples of a subgroup of those charged with governance include an audit committee or an
individual me mb ef those charged with governance.

R200.10 If ame mb e€esmmunicates with individuals who have management responsibilities as
well as governance responsibilities, the me mb shall be satisfied that communication
with those individuals adequately informs all of those in a governance role with whom
the me mb evould otherwise communicate.

200.10 A1 In some circumstances, all of those charged with governance are involved in managing the
empl oyi ng q fogexample, a smalb business where a single owner manages the
organisation and no one else has a governance role. In these cases, if matters are
communicated with individual(s) with management responsibilities, and those individual(s) also
have governance responsibilities, the me mbbhas satisfied the requiremen
wi thbse charged with governance.
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SECTI ON 210
CONFLICTS OF INTEREST

Introduction

210.1 Members are required to comply withthe f und a me nt alandpapplyntheicphes pt ual

f r a me seboutkn Section 120 to identify, evaluate and addresst hr eat s

210.2 A conflict of interest creates t h r etaacompliance with the principle of objectivity and mi g h t

create t h r et@ compliance with the other f un d a me nt a l. Sughrtihnrceiapt jshes

created when:

(@)

(b)

Ame mb endertakes a professional activity related to a particular matter for two or more
parties whose interests with respect to that matter are in conflict; or

The interest of a me mb with respect to a particular matter and the interests of a party
for whom the me mb endertakes a professional activity related to that matter are in
conflict.

A party mi g in¢lude an e mp| oy i ng q ragvendar, saacustomer, a lender, a
shareholder, or another party.

210.3 This section sets out specific requirements and application material relevant to applying the
concept ual tofconflicts efhinterest.

Requirements and Application Material

General

R210.4 A me mb shall not allow a conflict of interest to compromise professional or business
judgment.

210.4 A1 Examples of circumstances that mi g dreate a conflict of interest include:

f

Serving in a management or governance position for two employing organisations and
acquiring confidential information from one organisation that mi g bet used by the
me mb t® the advantage or disadvantage of the other organisation.

Undertaking a professional activity for each of two parties in a partnership, where both
parties are employing the me mb t® assist them to dissolve their partnership.

Preparing financial information for certain members of management of the me mb e
empl oyi ng owhgareseekingtoiundertake a management buy-out.

Being responsible for selecting a vendor for the e mp| oy i ng o whgraani
immediate family member of the me mb mr glenefit financially from the transaction.

Serving in a governance capacityinane mp | oy i n g othapisapprovirgtcertaim
investments for the company where one of those investments will increase the value of
the investment portfolio of the me mb erian immediate family member.

Conflict Identification

R210.5 A me mb eshall take reasonable steps to identify circumstances that might create a
conflict of interest, and therefore a threat to compliance with one or more of the
fundamental principles. Such steps shall include identifying:
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(@ The nature of the relevant interests and relationships between the parties
involved; and

(b) The activity and its implication for relevant parties.

R210.6 A me mb shall remain alert to changes over time in the nature of the activities, interests
and relationships that might create a conflict of interest while performingapr of essi onal
acti.vity

T h r e @reased by Conflicts of Interest

210.7A1 | n g e themoeeldirect the connection between the professional activity and the matter on
which the parties6 interests confl i ctacceptdbe mor e |
level.

210.7 A2 An example of an action that mi g Bliminate t h r ecaeatad by conflicts of interest is
withdrawing from the decision-making process related to the matter giving rise to the conflict
of interest.

210.7 A3 Examples of actionsthatmi ghes a f e g toaddesst h r eredted by conflicts of interest
include:

1 Restructuring or segregating certain responsibilities and duties.
1 Obtaining appropriate oversight, for example, acting under the supervision of an
executive or non-executive director.
Disclosure and Consent
Gener al
210.8 A1 [Amended. Refer to NZ210.8 Al]
NZ210.8 Allt is generally necessary to:

(@) Disclose in writing the nature of the conflict of interest and how any t h r eradtesl were
addressed to the relevant parties, including to the appropriate levels withinthee mp | oy i ng
or g ani afected by a conflict; and

(b) Obtain consent in writing from the relevant parties for the me mb torundertake the
professional activity whens a f e g are applied to address the threat.

2108 A2 Consent mi gbhée i mplied by a partydés condmecntbéasn cir cu
sufficient evidence to conclude that the parties know the circumstances at the outset and have
accepted the conflict of interest if they do not raise an objection to the existence of the conflict.

210.8 A3  If such disclosure or consent is not in writing, the me mb is encouraged to document:
(& The nature of the circumstances giving rise to the conflict of interest;
(b) Thes af e g appliedts addressthet h r ewvhen applicable; and
(c) The consent obtained.

NZ210.8 A4The me mb is encouraged to document all matters set-out in this section.
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Other Considerations

210.9 A1 When addressing a conflict of interest, the me mb is encouraged to seek guidance from within
theempl oyi ng oor ramothers, suclhbas apr of e s s i ¢legallcounsel ory
another me mb.aMhen making such disclosures or sharing information withinthe e mp | oy i ng
or g an i andseekingguidance of third parties, the principle of confidentiality applies.
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SECTI ON 220
PREPARATION AND PRESENTATION OF INFORMATION
Introduction

220.1 Members are required to comply with the fundamental principles and apply the concept ual
f r a me seboutkn Section 120 to identify, evaluate and addresst hr eat s

220.2 Preparing or presenting information mi g dreate a self-interest, intimidation or othert hr doat s
compliance with one or more of the fundamental principles. This section sets out specific
requirements and application material relevant to applyingthec onc e pt ual infsuclh me wor k
circumstances.

Requirements and Application Material

General

220.3 A1 Members at all levels in an e mp | oy i ng o areg imvolved dnt theopreparation or
presentation of information both within and outside the organisation.

220.3 A2  Stakeholders to whom, or for whom, such information is prepared or presented, include:
1 Management and those charged with governance.
1 Investors and lenders or other creditors.
i Regulatory bodies.

This information mi g assist stakeholders in understanding and evaluating aspects of the
employing organisationd state of affairs and in making decisions concerning the organisation.
Information can include financial and non-financial information that mi g betmade public or
used for internal purposes.

Examples include:

Operating and performance reports.

Decision support analyses.

Budgets and forecasts.

Information provided to the internal and external auditors.

Risk analyses.

General and special purposef i nanci al. st atement s

Tax returns.

=A =4 =4 -4 =4 -4 -4 -

Reports filed with regulatory bodies for legal and compliance purposes.

220.3 A3  For the purposes of this section, preparing or presenting information includes recording,
maintaining and approving information.

R220.4 When preparing or presenting information, ame mb shall:

(&) Prepare or present the information in accordance with a relevant reporting
framework, where applicable;

41



220.4 Al

THE CODE
(b) Prepare or present the information in a manner that is intended neither to mislead
nor to influence contractual or regulatory outcomes inappropriately;
(c) Exercise professional judgment to:
0) Represent the facts accurately and completely in all material respects;
(i) Describe clearly the true nature of business transactions or activities; and
(iii) Classify and record information in a timely and proper manner;

(d) Not omit anything with the intention of rendering the information misleading or of
influencing contractual or regulatory outcomes inappropriately;

(e) Avoid undue influence of, or undue reliance on, individuals, organisations or
technology; and

(f) Be aware of the risk of bias.

An example of influencing a contractual or regulatory outcome inappropriately is using an
unrealistic estimate with the intention of avoiding violation of a contractual requirement such as
a debt covenant or of a regulatory requirement such as a capital requirement for a financial
institution.

Use of Discretion in Preparing or Presenting Information

R220.5

220.5A1

R220.6

Preparing or presenting information might require the exercise of discretion in making
professional judgments. The me mb eshall not exercise such discretion with the
intention of misleading others or influencing contractual or regulatory outcomes
inappropriately.

Examples of ways in which discretion mi g lbetmisused to achieve inappropriate outcomes
include:

1 Determining estimates, for example, determining fair value estimates in order to
misrepresent profit or loss.

i Selecting or changing an accounting policy or method among two or more alternatives
permitted under the applicable financial reporting framework, for example, selecting a
policy for accounting for long-term contracts in order to misrepresent profit or loss.

i Determining the timing of transactions, for example, timing the sale of an asset near the
end of the fiscal year in order to mislead.

1 Determining the structuring of transactions, for example, structuring financing
transactions in order to misrepresent assets and liabilities or classification of cash flows.

i Selecting disclosures, for example, omitting or obscuring information relating to financial
or operating risk in order to mislead.

When performing professional activities, especially those that do not require
compliance with arelevant reporting framework, the me mb shall exercise professional
judgment to identify and consider:

(&) The purpose for which the information is to be used,;

(b) The context within which it is given; and
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The audience to whom it is addressed.

For example, when preparing or presenting pro forma reports, budgets or forecasts, the
inclusion of relevant estimates, approximations and assumptions, where appropriate, would
enable those who mi grely on such information to form their own judgments.

The me mb m gdiso consider clarifying the intended audience, context and purpose of the
information to be presented.

Relying on the Work of Others

R220.7

220.7 Al

Ame mb who intends to rely on the work of other individuals, either internal or external
to the employing organisation, or other organisations shall exercise professional
judgment to determine what steps to take, if any, in order to fulfill the responsibilities
set out in paragraph R220.4.

Factors to consider in determining whether reliance on others is reasonable include:

il

f

The reputation and expertise of, and resources available to, the other individual or
organisation.

Whether the other individual is subject to applicable professional and ethics standards.

Such information mi g lie gained from prior association with, or from consulting others about,
the other individual or organisation.

Addressing Information that Is or Might be Misleading

R220.8

220.8 Al

220.8 A2

When the me mb &mows or has reason to believe that the information with which the
me mb ésrassociated is misleading, the me mb shall take appropriate actions to seek
to resolve the matter.

Actions that mi g lbe appropriate include:

f

Discussing concerns that the information is misleading with the me mb esup&rior and/or

the appropriate level(s) of management within the memberd s mp| oyi ng oargani sat

those charged with governance, and requesting such individuals to take appropriate
action to resolve the matter. Such action mi gihctude:

o] Having the information corrected.

o] If the information has already been disclosed to the intended users, informing them
of the correct information.

Consulting the policies and procedures of thee mp | oy i ng o(fomgexamples ant i o n
ethics or whistle-blowing policy) regarding how to address such matters internally.

Theme mb mir gdeterminethatthee mp | oy i n g ohasnettakes apgrapriate action.

If the me mb eantinues to have reason to believe that the information is misleading, the
following further actions mi g lbetappropriate pr ovi dedmé mlae e m&iens al ert
principle of confidentiality:

|l

Consulting with:
0 Arelevantpr of essi onal body

o The internal or external auditor ofthee mp | oyi ng ar gani sati on
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(o] Legal counsel.

1 Determining whether any requirements exist to communicate to:
o] Third parties, including users of the information.
(o] Regulatory and oversight authorities.

R220.9 If after exhausting all feasible options, the me mb @etermines that appropriate action
has not been taken and there is reason to believe that the information is still misleading,
the memb eshall refuse to be or to remain associated with the information.

220.9 A1 In such circumstances, it mi g lbetappropriate for a me mb #orresign fromthe e mp |l oy i ng
organi.sati on

Documentation

220.10 A1 [Amended. Refer to NZ220.10 A1]

NZ220.10 A1 The me mb B encouraged to document:

1 The facts.
1 The accounting principles or other relevant technical and professional standards
involved.

i The communications and parties with whom matters were discussed.
i The courses of action considered.
i How the me mb attempted to address the matter(s).

Other Considerations

220.11 A1 Where t h r eta dompliance with the fundamental principles relating to the preparation or
presentation of information arise from a financial interest, including compensation and
incentives linked to financial reporting and decision making, the requirements and application
material set out in Section 2 4 &pply.

220.11 A2 Where the misleading information mi gihvolve non-compliance with laws and regulations, the
requirements and application material set out in Section 260 apply.

220.11 A3 Where t h r et@ dompliance with the fundamental principles relating to the preparation or
presentation of information arise from pressure, the requirements and application material set
out in Section 2 7 apply.
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SECTI ON 230
ACTING WITH SUFFICIENT EXPERTISE
Introduction

230.1 Members are required to comply with the fundamental principles and apply the concept ual
f r a me seboutkn Section 120 to identify, evaluate and addresst hr eat s

230.2 Acting without sufficient expertise creates a self-interest threat to compliance with the principle
of professional competence and due care. This section sets out specific requirements and
application material relevant to applyingthec onc e pt u a | infsuchacircemstamcés.

Requirements and Application Material

General

R230.3 A me mb eshall not intentionally mislead an employing organisation as to the level of
expertise or experience possessed.

230.3 A1 The principle of professional competence and due care requires that a me mb enly undertake
significant tasks for which the me mb has, or can obtain, sufficient training or experience.

230.3 A2 A self-interest threat to compliance with the principle of professional competence and due care
mi gbetreatedifame mb has:

i Insufficient time for performing or completing the relevant duties.

i Incomplete, restricted or otherwise inadequate information for performing the duties.
i Insufficient experience, training and/or education.

1 Inadequate resources for the performance of the duties.

230.3 A3 Factors that are relevant in evaluating the level of such a threat include:
i The extent to which the me mb s working with others.
i The relative seniority of the me mb i the business.
1 The level of supervision and review applied to the work.
230.3 A4 Examples of actionsthat mi gbets a f e g doaaddress such a self-interest threat include:
i Obtaining assistance or training from someone with the necessary expertise.
i Ensuring that there is adequate time available for performing the relevant duties.

R230.4 If a threat to compliance with the principle of professional competence and due care
cannot be addressed,ame mb shall determine whether to decline to perform the duties
in question. If the me mb @etermines that declining is appropriate, the me mb ehall
communicate the reasons.

Other Considerations

230.5 A1 The requirements and application material in Section 2 7 @pply when a me mb s pressured
to act in a manner that mi glead to a breach of the principle of professional competence and
due care.
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SECTI ON 240

FINANCIAL INTERESTS, COMPENSATION AND INCENTIVES LINKED TO FINANCIAL
REPORTING AND DECISION MAKING

Introduction

240.1 Members are required to comply with the fundamental principles and apply the c oncept ual
f r a me seboutkn Section 120 to identify, evaluate and addresst hr eat s

240.2 Havingaf i nanci g brknowirigeofraef s tn a n c i aHheld byran immezdiaté or close
family member mi g dneate a self-interest threat to compliance with the principles of objectivity
or confidentiality. This section sets out specific requirements and application material relevant
to applyingthec onc e pt ual infsuctacircamstamceés.

Requirements and Application Material
General

R240.3 A me mb shall not manipulate information or use confidential information for personal
gain or for the financial gain of others.

240.3 A1 Members mi g tmave financial interests or mi g know of financial interests of immediate or
close family members that, in certain circumstances, mi gdreatet h r eccomspliance with
the fundamental principles. Financial interests include those arising from compensation or
incentive arrangements linked to financial reporting and decision making.

240.3 A2 Examples of circumstances that mi g dreiate a self-interest threat include situations in which
the me mb eran immediate or close family member:

i Has a motive and opportunity to manipulate price-sensitive information in order to gain
financially.

1 Holds a direct or indirect financial interestinthee mp | oy i ng oandtrewalueaft i on
thatf i nanci anmi gbedirectly affected by decisions made by the me mbr.e

i Is eligible for a profit-related bonus and the value of that bonus mi g be directly affected
by decisions made by the me mb.e r

1 Holds, directly or indirectly, deferred bonus share rights or share optionsinthee mp | oy i ng
or g ani,thevaluecohiwhich mi glie @affected by decisions made by the me mb.e r

i Participates in compensation arrangements which provide incentives to achieve targets
or to support efforts to maximise the value of the employing organisationd shares. An
example of such an arrangement mi g be through participation in incentive plans which
are linked to certain performance conditions being met.

240.3 A3  Factors that are relevant in evaluating the level of such a threat include:

1 The significance of the f i n a n ¢ i a What constitutesassignificantf i nanci al inter
will depend on personal circumstances and the materiality ofthef i nanc i atdthei nt er e st
individual.

1 Policies and procedures for a committee independent of management to determine the

level or form of senior management remuneration.
i In accordance with any internal policies, disclosure to those charged with governance
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of:
o] All relevant interests.
o] Any plans to exercise entitlements or trade in relevant shares.

i Internal and external audit procedures that are specific to address issues that give rise
tothef i nanci al interest

240.3 A4  Threats created by compensation or incentive arrangements mi g le tompounded by explicit
or implicit pressure from superiors or colleagues. See Section 270, Pressure to Breach the
Fundamental Principles.
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SECTI ON 250
| NDUCEMENT®NCLUDI NG GI FTS AND HOSPITALITY
Introduction

250. 1 Membersare required t ofundamenigllpyncipies @ thd t d @ pcl oyn ctehpet u a |
frameswet kout 120t Sectdéeoni fy, evtahmueaates and address

250. 2 Of feri ng oirn dauwccceenpetgidnse at ei mat sreé gt , familiarity or
t o compl i aifuodemewtal principesh e particul arly the principles
and pr ofleetsd winadr

250. 3 This secaudtonr eseuisrements and applicaticoncmat erni al
framewmnr krel ation to the of heluwicegwehretnd uadeeptkng
professiontahatacdo es t nmrscoroptance with tawstaed regulations. Thi s
section al sme nmbepuicroanp | &y wiatwhs raenlde vraengtul at i ons whe
accepitndiugc e.ment s

Requirements and Application Material

Gener al

250. 4 Mninduceinsenaan object, situation, or action that is
i ndi v ibdeuhaa vhisohuu t not necessarily wi t h t he i ntent
indivbebavd®dncemantsange dagtogn onfi nlbospi tality bet)
coll eagues t o goo-tosplianbeantth laweandirégulationa. A n d u ¢ ecnaenn t
take many differglne: forms, for exam
1 Gi fts.
i Hospitality.
i Entertai nment .
i Political or charitable donations.
i Appeal s to flrayeanldtsyh.i p and
1 Empl oyment or other commercial opportunities.
1 Preferential treatment, rights or privileges.

Il nducenkernothsi bi ted by Laws and Regul ations

R250. 5 n many jurisdictions, there are | aws and regul at
and corruption, that prohibiti rtchuec eorfetme reiergg aon &
cCi rcumst an omeanb esifhhael | obtain an understanding of

regulations and compl ymnewbtmctohuemewlsers utcthe ci r cumst

I nducenNeont sProhy biawsl &nd Regul ati ons

250. 6 TAhle of f er i ng iomrd uvaccectehpatti snigs onfot prohi bitend gty | aws
stillthraat £ompl i afuodamewtal primciptesh e
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I nducemebhhslintent to IBepirawgerulry | nfl uence
R250. 7TAmembeshal |l not offer, or encoudagembtheir s madef fe
whi chmémeemonsi deeasanabl e and i nfworurhedd btehilridk ed ayr t

R250.
250. 9
250. 9
250. 9

conclude is made, with the intbemtaviod uitper orear lpy eir
or of another individual

BAmemberhall not accept, or encouirmagec eoththeetr st ted ac
membemomncl udes is maderne®asorcamlse demd ian fworunbedd t hi r
be Ilikely to conclude is made, wicthbbtlklkavbauent t
the recipient or of another individual

AMnl nducenendonsi dered as i mpr operbleyh aivii foluire n cianug e & |
the individual to act in an unethical manner. Su
towards the recipient or towar ds anot her i ndi vi

reci pi efundamenfiltpenciplesar e an appropriate fmmeambeenof r ef €
considering what bematvimowutres paeinbha@atdt hief necessa

by analogy, other individual s.
A2breach of the fundament al pnrei rbcei f pf l@ea socfe pit rst, e gorri t
encourages others itwoduod¢émheerter tehcecemtt,enan i s to i mp

t heehavdfoutrhe reamnpteéetr omdofvi dual

TAhRBe determination of whet her t her e i s actual or
behavieogui res thereikxes i cseaRefljewdagnme nftact mirght o cor
include:

i The nature, frequencegf fealiuned uachedneecnrutmul ati v e

i Timing ofi wheneinsdhrotf f ered relative tomaght acti o
influence.

i Whet herndheeinsend customary or cubmetahcesacftbec

example, offering a gift on the occasion of a
i Whet hei nttheeim2enan anci | Iprafesyionap activity, of ora exampl e,
of f eari ngccepting lunch in connection with a bus

i Whet her thei odfieecinoefltitmig ed to an individual re
broader group. Thhe gbeoadcddrer gabumr e nepxlt ceyrinmagd t
organi,s astuicohn as ot her customers or vendors.

1 The roles and positions of the induvéedceants off

i Whet heme inthkenows, or has reaaocoonepbiimglluiclkecane ntt h a
woul d breach the policies andmptogedygr @s gahi sk

i The degree of transpadenceciysewdtftfherwehd.ch t he
i Whet heirnd heewaesntr equired or requested by the re

1 The known bervavoouore p ut aft i tome of feror .
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Consideration of Further Actions

250. 10 fAIhéhreb be c onaewsar e o duameorfefneer ed wi th actual or per
i mproper | ybeihmfyli beiretca@ sc o mp | i a nfunéamemtaltpincipled mi g h t
still be crheatrediue v emeinft Rt2 b Ba npaa2r5a0g r8a pme t .

250. 10ExA@2mpl es of maghéar s gtiulwa tdd dr € shs dsauadhu d e :

1 I nforming seni orthosaahm@e ewtre goternaoce o f emel oying
organicfatmdomber t he offeror regarding the offer

1 Amending or terminating the business relations

I nducemebhhsNo I ntent toBémapvioperly I nfluence

250. 11ThAel requirements and appl icoatcie@n uma tadnpih anle wsheeth aut
me mbédas concluded there is no actual or percei v
behavdafoutrhe recipient or of another individual

250. 111 fA2s uicnhd vacndmse rttr i vi al and imceacagednwabatepanht ean
l evel

250. 11ExA&8mpl es of circumstances wherien doufcfeeniecignuity e @tre acc e
t hr eavtesn mémbhaes conttcheidedi s no actual Oor percei Vve
i nfl bemaeiimalrude:

i Se-i it etrhersetat s
o] Ame mbies of f etriende peamptl oyment by a vendor.

i Familtihlhmreéeats

0 Amembeegul arly takes a customer or supplier
i I nt i mitdharteiaa ns
o] Amembarccepts hospitality, the nature of w h

inappropriate weiecibsed.be publicly d

250. 11ReAldevant factors i n eval warttasantge d hbey | cefvfedr ionfg sourc ha
an nducementude the same f act2drOs Fsokt3 doeutte rimi rpiamr ga girt

250. 11ExAbmp |l es of naicotéilto msitntaheeartesat ed by of fering or acc
i nducemmenltude:

i Declining or innodtu coefnieenrti ng t he

i Transferring respongiebialtietdy dfe@r sd myh b wnsvion esd =0 g
anot her i ndi vriednbahla swhnoo trheeason to believe woul
perceived to be, i mpropeetysiohluenced in maki

250. 11ExABnpl es of micghieoafcse g ha@art casd d r etshsr esauesht ed by of feri
accepting nsgdwecche neacd é :

i Being transparent wit khoss &arded with gnaemangeeonfe ntt h eo r
empl oyi ng oofgatirebaetri @f t he counterparty about
an nducement
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i Regi st erinmgiceimena | og mai emai ngdnboyodfhpenheatio
me mber the counterparty.

1 Havingpanopri at,avh o e Vv ise weort ot herwise involved
professional activity, r evi ew any wor k perfor mednbearn tdeci si
respect to ther gadi ¥a dimanwh bneehmbtehcec ept ed t he
i nducement

i Donattimgnducetmencharity after receiopt and app
donati on, f othhoseehamedpiitheoverramceor t he individual w h
t hienducement

i Rei mbur si ng tihned uccogsnisnoid h tehse hospitality, recei\
i As soon as possibhdpcesmeabl nang at ge ft , after i
accepted.
| mmedi aQleo soer Hvaenmbleyr s

R250. 1membesth al | remain altlegatst tcheponbemtoimpll i ance with t
fundament al cpreian ®idplbyys t hei md d ee:mengt of an

(@ By ammedioadleose fmembly orfenmbhteo a counwietrbparty
whom mbembhdmas a professional relationship; or

(b)) To ammedioadleose membly orfembhbey a counterparty
whom mbembdas a professional relationship.

R250. IVBher e meméd drec omes awairreduwcebaennhg of fered to or ma
i mmedioactleose Mmembéey anddeontchere i s intent to impr
t hkeehaviod urimkeenb err of the counterparrdasomablceo nand
informed twoubdpbet Vi kelsyuctho icnotnecnltundeexnb stha,| |t he
advi se mmeel ioactleose Mmembekey not to of fieeducre.meadcept t

250. 13ThAel factors set2but@im3d paragamaphin determining wh
or perceived intent tboe hiawg foourreaebegr i of |tukeceodmteer
Anot her factor that is relevant is bbeweebhure or

@ Thememband itrhreedo et e s e nieammbi el ry;
() Themmedomt ese nieanmmbielry and the counterparty,; and

(¢ Thememband the counterparty.

For example, the offer of employment, outside of
of mémbby a counterparmgmiwis hnewhpotmi athieng a signif
mi gihndi cate such intent.

250. 13ThA2 application ma2tér ildls Aian spamradrea@inhtr eiahtasaddr es
mi gkhe created when there is actual or bpeelracveiiovverd i 1
of mbmber of the count ernpnaerdtioyactley ®en mefmbtehye h as
foll owed the advice giR2mNM0O.pu¥ suant to paragraph
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ApplicahteConcept tal Framewor k

250. 14WhPelr eme imebecomes awiameéuodonficfmtr ed in the circumstan
in parBghbapin2 €t < ompl i aifuodeamewtal principkeshnel gthe cr eat ed
wher e:

@ Themmedort ese nieambielry of f er s i ord ua canepitirsartyn et o t h
advicemembphesuant t ®2pa&r d@r aph

(o) Thmembdoes not have reason to believe an actual
influebebavdhfeundheber of the counterparty exists

250. 14ThAe2 applicati on ma2tbhelr.ildll@ Bitn 1jparA&egt ephat for the p
identifying, eval uattihnge aaFnadc taodrdsr etshsaitn garseu crhel ev anf
| evealhrodfant ¢ hese circumstances also include the naf
set out imrR5@Pandgrdph

Ot her Consi derations

250. 15 fAMlambéis off emedcamentme®!| oyi ng oneglaatiEmgaboi al

interectompensatimtini versd |ii mke d to performance, t
application mater?2éa@dppley. out in Section

250. 15 fm2ambencounters or iisndmadcdnbawasmhesof t-complinioance
or s us paecdnelidnce with laws and regulatons by ot her individual s wc

undehe direcdammlnowifganhies atthheonr equi rements and appl
set out PRPAappkcyi on

250. 15 fABambdmaces rmpeg esesuoff eirndourc eancheaetipto t e d the etaa s
compl i anc &ndanentdd principles, t he requirements and applica
i Bectdoappl y.
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SECTI ON 260

RESPONDI NNSONCOMPLI ANCE WITH LAWS AND REGULATI ON
l ntroducti on

260. 1 Membersare required t ofundamenigllpyncipies @ thd t d @ pcl oyn ctehpet u a |
framewmet kout 120t Gectdéeoni fy, reevsasl ueadates and add

260. 2 A siehferest or intimidation threat t o complianc
profesbBéebaaili ®urcr eat ede mbhéemnc oames awac emmplfi annocne or
s u s p embn-compliance with laws and regulations.

260. 3 Ame mbmir gdincounter or be -mathpl awace of -coampd @ @atnedk no
in the <course pofofearsiypinmdg Thickt | setct emamigdum des th
assessing bhe omptheamatter and the possible cout
to wompliance or -courspd d cathecde nmant h:

(a)Laws and regul atiosad genbkbaabkl g déeceghi effect o

of material amountse@mpldodi gani idksatmiesci aAl;t heat eme
and

(b)Ot her |l aws and regulations that do not have a
amounts and disempsoregwyan ndssaithhi amci al , sbat ement
compliance mwigthk Wwhindlh ment al to theeopéeogtihgg a
or ganiobskautsiimress, to its ability to continue its

Objectivevembféent hReel aNdroompliwintcle Laws and Regul ations

260. 4 A distinguishing mark of the accountancy professi

act ipubtlhe .Wmerrresponeiomplti@anmcen or -csourspp @ catnecde ,n o
the objectimgmbaoné: t he

(a)To comply with the principbdemawifoumtegrity and

(b)By alerting manage men tthogerchargas viehrgeverreapcpos o ptr hat e,
empl oying qr ¢gaoniseaetki drmo:

(i)Enable them to rectify, remediate or mitigat
supsect e omprd i ance; or

(iiDeter tchoempnomnce where it has not yet occur

(c)To take such further apcuhloinc .aisntaeprpersotpr i at e i n
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Requirements and Application Materi al

Gener al

26 0. 5 Ndra-compliance with laws and regulations ( i rjoamp |l i anced) comprises acts
commi ssi on, intentional or unintentional, whi ch

regul ati oms byomriet f @l | owing parties:
(a) Theme mbéempl oying grganisation
(b)Those charged woift h¢iged weyrimagn age gani sati on

(c)Managemenempfoyvyheg gr @ani sati on

(d)Ot her individuals wor ki ng efnoprl ooyri nugn daerrg atnhies adtiirc

260.5 E~2amples of | aws and regul ations which this secti
i Fraud, corruption and bribery.

1 Money |l aundering, terrorist financing and proc
i Securmarilktesst s and trading.

1 Banking and other financial products and servi
1 Data protection.

i Tax and pension |iabilities and payment s.

i Environment al protection.

1 Public health and safety.

260. 5 No3mgompl imingchee sul t imi ganesn or other emphsgqgquegnce
organi,sagatoemnti ally matiemamadi gyl .adlkfeepca menagh s4l tys suc
compl imaingched ve wiudeér c iimpgleirceastti ons i n 4welamtsaotfi apot
hartnro i nvestors, creditors, employees orcttihcen,gene:]
no-nompliance tshialts t @au siess ohnaer mt h a't resul ts i n s
consequences to any of thé&sraparblesermsfi Eaamphekek
perpetration ofnasifgriufdi cerstul ftiimgndi al |l osses to
environment al |l aws and regulations endangering t
publ i c.

R260. 60l n some jurisdictions, there are | egamemberegul at
are required t-oompldiremnsce norn scucsnppelcitdede eneo nl e g al or

regul atory mirphdti i @&mnem or ¢bebeyonwdtshiosnsseamti on.
When encount er i-omagmpsluicahn creo nor  scucsnppel cit aandenenpobneé h e
shadbtain an understanding of those | egal or regu
themidichg:

(a)Any requirement to report the matter to an app
(b)Any prohibition on alerting the relevant party

260.6 Mlprohibition on al entgbngséheforel examp-mppepur suali
| aundering | egislation
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260. 7 TAhli s section applies regmaplddywissg odr d dreil mati imogre wb £t

or notpuibtl iics iant erest entity

260. 7 AMPe mbwho encounters or is made aware of matters t
required to comply with t hiesarsleyc tiinocno.n sVéhgeutehnetri aal ni
with respect to its nature and emgl ompagtqgr §anasae
its stakeholders and the gener al publ i c.

260. 7 TABi s sectiodre®es not ad

(a)Personal mi sconduct wunrelatedmpboyhegbusipressa
and

(b)Nomwompliance by parties other 2th®nb those speci
Themembmi gmévertheless find the guidance in this s

respond in these situations.

Responsi bil Empkes ydriggtnh ed attain@armg e me nTth oasned Char ged with
Governance

260. 8 TAhlee mp | oywirmg@a nidssmamage ment , wi t h thdsee chaogede withi g ht of
governance, i s respomsiemlsureimpg otvyh @atgn tokbautsiionness acti vit
are conducted in accordance with theswchargedvdth r egul at
governancear e al so responsi bl e for i dceonmpilfiya nncge abnyd: a d

(a)Thempl oying agrganisation
(b)An individual chargeccemmwli d\hi govermamiceatoiforn he
(c)Amembef management; or

(d)Ot her individuals wor ki ng efnoprl ooyri nugn daerrg atnhies adtiirc

Responsi bi |l Mdmkkesr of Al |

R260. 9 f protocols and proceaamemds® senpil Dtyd rmghat nhiishaa ti foe
addr esscomprn i ance or saucmelcit & rdoren, o meshhea | | consider
them in detetmi mies®olmadw tcoo nspul ci ha nncoen.

260. 9 Malngmp !l ogi ggnishatvieorest abl i shed protocols and pr oc
rai seonmopnl i ance or-coumppdeaeatnedck nornt ernally. These prc
include, for exampl e, an -btbwecsgpmecbganbdosmi nSaech:
and prroesse danltl ow matters to be reported anonymousl:

R260. IWVoher eeeanbbecomes aware of a matter to which this s

t hmembdermakes to comply with this section shall be
purpose of takingmdmmehagl steapse tdgard to the nat
and the potenti al harm etoplthwrnignheseaetdthsvreet ort d,e
creditors, employees or the general public.

Responsi biSleintiNbeensb®orfi n Busi ness

260. 11seAlimembsrin by fiisemémbhdns are directors, of ficers
able to exert significant influence over, and n
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depl oyment and ecopn torparlig @ o fi s threa m, financi al, t ecl
physical and intangible resources. There is a gr e
whatever action ipsbdpgrtoorrieceastpeotd dimy thiea@mic e or S uUsSpe
nonompl i ance ntehrdbrewist mieanmplheey i ng ar dgléhniss aitsi olmnecaus
senime mbsefol es, positions and spéampglesyiorfg iarfdarinceat

Obtaining an Understanding of the Matter

R260. 1l2f, in the cour geobeénsaslaoarcyiiigegntionmetsb becomes awar e
ofi nformaomoar ni-ogmmloinance or scuosnppelcitaentdohearobre r
shall ohlitnaliem samndi ng Tohfi st huen dneartsttearnndi ng shall i ncl

(a)The naturenoacfompheéeéance or s-oempLtit eachaden d e
circumstances i n whi oh gibttchuas occurred or

(b)The application of the relevanuamdtaavscand aredul

(c)An assessment of the potentimal o goornggaeng useant ci eosn t
investors, creditorws,deemmpludbyyeées or t he

260. 12AsAclmime mbées expected to apply knowl edgefaensdi expér
judgme Howeveambiesdenot expected to have a | evel of
regul ations greater than mémltenrwhtsiec hwi it snp Ine g ihieg e d
organi.saWhetnhhercoanmnst at tictoenspnicheani s ulti mately a ma
determined by a court or other appropriate adjudi

260. 12DeA2endi ng on the nature andsshpembmcanaeseof ohe
take appropriate steps to cause, t hnee nmbastitgehrt t o b
al so consul't on a confidentialpl| baisng oy &m@iostahteir;
professipnat wiotdly | egal counsel

Addressing the Matter

R260. 13 gdehremermbéeédenti fies or s-caesmpkitantdédahaswoctkcturred
occur metmbesrhal | , subj ectR2t68) . pairagusapht he matter
me mber mmedi at e superinermbeifmeaendyi.atled sihpeeri or appe:
involved in trhembmatidlelr ,ditdheuss the matter with th
aut hority eawiptlhoiymrmghrei sati on

260. 13TA1lpur pose of the discussion is to enable a det el
the matter.

R260. 1ITAheenimermbsh al | al so take appropriate steps to:

(a)Have the matter cddnmmweniccatregdk dt ovit h governance

(b)YComply with applicabueéatliaomss ,anidncl udi ng |l egal
provisions governing t-h@mprl @ morctei n@r odg-usmpeErct e
compl i ancaepptroopan ate authority;

(c)Have the <consequencceemnspldfantlee omormsaucmpelcitardc enon
rectified, remedi ated or mitigated;

(d)Reduce t heeorcicuk r;efracned
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(e)Seek to deter the coammplsiiaomc eofi ft hiet ealdans not vy ¢

260. 14ThAel pur pose of ¢ o0 mmu those Gargewmvgth govemanoea tst é ro todt ai n t
concurrence regarding appropriate actions to take
to iflul ft heir responsibilities.

260.14 A2 Some laws and regulations mi g stigulate a period within which reports of hon-compliance or
suspected non-compliance are to be made to an appropriate authority.

R260. 15n additionngdg ot o etstp@nmatter in accordance with the
t heenimermbeasrmhal l determine whether disehplsayienof t
organi éextemnal auditor, if any, is needed.

260. 155uAkclh disclosure woud @n ibemipadrustsiya notr tloegtaHe obl i gat.
al | i nformation necessaerryf otrom etnhaeb laeu dtihte. audi t or t
Determining Whether Further Action |Is Needed

R260. 1Tehe enimermb sh al | assess the appropriatemrebsrob the
superiors, tihfoseny,haamded with governance

260. 16ReAlevant factors to consider in assessisreqitohe ap
me mb esrwpse r i o rasn, thosefchared yith governancei ncl ude whet her :

i The response is timely.

i They have t asdan aprp raowtrti ead ek atcdr igoeecd ii dtye or mi t i
the consequencempbicmmeEteenbonclwmenphomance i f it ha
occurred

i The matter has been disclosed to an appropriat
whet her the disclosure appears adequate.

R260. 1I7n | i ght of t he ememsepmobnessel poefr itohres, tihfoseny,haamded wit
gover nanwheenbshal |l determine if furthebl actiimotnern sst

260. 1 7ThAdlet er mionfatwhoent her further action is needed, anc
depend on various factors, including:

i Theegald regul atory framewor k.

i Thergeoaftyt he situati on.

i Thpervasiofentelses matt ere mphirowigrhoudr gehrei sati on
1

Whet hesrernfmhembeonti nues to have contfhredenbee 6isn t h
s uper i aghos charged with governance.

=

Whet hae -mompl i ance or -csourspdecatnecce manm | i kely to r

i Whet hbere is credible evidemctea otifti oald thheadi ma re r pecst
of dm@el oying qr garviesdtoirsn creditoreubémpgl oyees

260. 17ExA@2mpl es of ci rmtiwasusecarbhed mladgo | onger to have co
in the i ntmeagbiesuwperfiddsecharged withgovernancei ncl ude si tuati
wher e:
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i Theembsuspects or has evidence ofntvtbéviermentvolyv
any -ocompliance.

1 Contitaryegal or regulatory requiremsendt st,het hey
reporting of, the matttheomr ity avi tdp mr @aprieatseonabl

R260. 1T8h &« einome mb esrmh al | egeotéeseionalinj dédmemi ni ng t he ne
and nature and extent of, further ameimbmhalld maki
take i nto haectchoeura iss wnabl e and i nfwomkd beéeitlidkehyt
conclude mehnabtd@sheact ed appr oppurhilaitce liyntienr etshie

260. 18F uArltahcetrt bats eérhiee mbmr gthake includes:

1 I nforming the management ofi ftdidpedpayiemd @emdarniys &
i smambef a group.

1 Disclosing the matter to an appropriate authi
regulraeg ouiyrteanechada s o .
1 Resi gfni aempl oyi ng argani sation

260. 18ReA2 gni ngefmploommy t he oiregoatn ias astuibesrt i t ut e f omitgdaki ng o
be needed t os eanchhei nebveer bdjsket i ves wunder this section.
however mi gtherlei mitations as to themkwmb#mhersuadti on
circumstastcgmatgihhent he only avail able course of ac

Seeking Advice

260. 19AsAlassessnmenmatotifgithhvol ve compl ex analysiesiand ju
me mbemr ghansi der :

i Consulting internally.

i Obt ailneigaadilvi ce t o umeenbed@isidondheand the professi
i mplications of taking any particular course o

i Consulting on a confidenpradsibamsdls widyh a regu

Determining Whether to Disclose the Matter to an Appr o]

260. 20DiAslcl osure of the mattewoubdabeappeopudedei Gudibor
contrary to | aw or trheg wluatpioossne. 00t hnearkwiinsge ,di scl os
appropriate authority to cause the mattpuoubtocbe i
interest

260. 20ThAe2 determination of whether to make tshuec hn aat udries c |
and extent of the actuani gl patuesrtdi dly hdremmahateri
credietnopriso,yees or the gener ad e mpudédrhb mr. gdFectre remd annep | e
that disclosure of the matter to an appropriate a

i Thempl oying oirgaengagednin bribery (for examp
government officials for purposes of securing

i Thempl oying oomirggameéegaltated and the matter i's o
threatenlicense to operate.
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i Thempl oyi ng oirsganiisstaetdi com a secur i tniiegshesxi¢hange
i adverse consequences to t heenfpaliory iagngc i@sad e rolny
securities or pose a systemic risk to the fina

i It is |ikebyovhaty btwowind ssagliftohnptr caduetisar mf ul tc
health or safety.

1 Thempl oyi ng oirsg apnriosnmeottiionng a scheme to its clien
taxes.

260. 20ThAe3 detieoganii mahtet her t o makwi Buchl asoddepéndubpa ext
such as:

i Whet her t haeprpe oipamuitahtoer i ty t hat is able to recei
cause the matteranod et i owv.etsTh dyeaatpepdk @imptr y awiel laut

depend upon the nature of the matter. For exam
a securities regulator in the case of fraudul e
protection agency in the case of laatbircenascch of e
i Whet herexiheerlkeust angdr ot efdi drbeci vi |, criminal 0
liabilityadfordedl bgtiegi sl ation or-bdlegquuingti on

| egi sl ation or regulation.

i Whet her there ar et hacdtantadl h®rplpywys ieadlnadafbetry of t
or other individual s.

R260. 211f stehreimembedet er mi nes that disclosure of the matte
is an appropriate course of hhatiisonl cdsgueatemet cedcun
pursuant t o Rdddadrfapthhe Code. Wh e n making such
me mb esrh al | act in good faith and exercise cautio
assertions.

Il mmi nent Br each

R260. 212n exceptional Cc i ¥ emnuimmeitméd mei egshte ctohnree  awaral odr actou
intended condnenmb déthsatr aeheeon to believe would cons
breach of a |l aw or r eguwluatsitcam ttithed ti maoerd tdo rcsa,u ser e d
empl oyeetsheorgener aHawiurbd i €i r st considered whet he
appropriate to discuss t he trhatstee rc hwairtghe dmavn & dhe menste
of e | owirnggani s a tnheemb esrh al | egeotéesei onalanjdudgmen:
determine whether to disclose theimaetaut hometya
order to prevent or mitigate the consequences of
madeé hat disclosure is permitRtledt. gf(rddphaenCotle. par ag

Documentati on

260. 23 nAlrel at-compltioamoe or -csourspp e catnecde nohnat fall s withi
secti osmee,nimtehmebes encouraged to have the following

i The matter.

i The results of dimemuesafpens owist, thosdf dnagedywith a nd
governancea nd optahretri es .
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i How mbmbesrubpser i or s ,thodethargendl with goaemndncehave responded
to the matter.

i The courses mdmmedrn svieddg héehe judgments made and
that were taken.

1 How mbhebées satisfimemdbbhdsatfalhfeil | ed the respons
paragRa@eb. 17

Responsi biMeimbe@sherf t haMe Blesrn or

R260. 214f , in theacoyl spg odfiets si on a,l neeant idbveictoimeess afvar e
i nformabhorrni«tgmmpmloinancea uspec-tenplnigaantaeemb e r
shall seek uwuodebstandiamg of the matter. Thies unde!
nat ur e noofit anhpel i ance or scuosnppelcitaemdt entchne ci rcumst ance
which it hasmiogbmcued or

260. 24Thdehembérs expected to apply knowl edgpe ohadsiexmpalr t
j wdnentHowevreambigdhenot expected to have a | evel of
regul ations greater t han mémktenrwhisiec hwi it shp Ine ¢ thieg e d
organi.saWhemnher an ancotn ommp h $§ ainc et eiss ultimately g
determined by a court or other appropriate adjudi

260. 24DeA2endi ng on the nature and nsengbnenifdoac@amswel tofon ha
confidential basi semyltchy iongh eoorsgpaanoltfsleastsiidoimed Wwiotdly
|l egal counsel

R260. 2I5f méhmebéedenti fies or scaempkttantédahbaswogccucure,d or

t hemembshall, subjecR26§. pafagmamam i mmedi ate super
the superior to take ampemoeirimmd ki atcd i nperlifort haepp
be involved i n nehneb esmhaaltle rihneftdwrenx tt hi gher l evel of
wi thi ampheyirmgani sati on

R260. 216n exceptional cinteoanbmsatyhetcersmi nédet hat di scl osur e
to an appropriate authority is anmamppeadopsi abe c o

pursuant to P@G.aly@afBshat di sclosure is permitte:
paragmdphld.df dihe Code. When makingembeshadil salcosur
in good faith and exercise caution when making st

Documentati on

260. 27 nAlrel at-complioamoe& or -csouspp e catnecde nohnat fall s withi
secti ome,mbtelencour aged to have the following matter

il The matter.

1 The results of d i nsecnubsessidopnesr i wir t h mahagement an
appl i thasbd¢haged withgovernanceand ot her parties.

i How mbebeswmseri or has responded to the matter.

1 The cour ses mdmmedn vind eérheed, the judgments made
that were taken.
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SECTI ON 270
PRESSURE TO BREACH THE FUNDAMENTAL PRINCIPLES
Introduction

270.1 Members are required to comply with the fundamental principles and apply the c ocne pt u a |
f r a me seboutkn Section 120 to identify, evaluate and addresst hr eat s

270.2 Pressure exerted on, orby,ame mb mir gdneate an intimidation or other threat to compliance
with one or more of the fundamental principles. This section sets out specific requirements and
application material relevant to applyingthec onc e pt u a | infsuclacircemstamcés.

Requirements and Application Material

General

R270.3 A me mb shall not:

(@ Allow pressure from others to result in a breach of compliance with the
fundamental principles; or

(b) Place pressure on others that the me mb &nows, or has reason to believe, would
result in the other individuals breaching the fundamental principles.

270.3A1 A me mb eni g face pressure that creates t h r eta compliance with the fundamental
principles, for example an intimidation threat, when undertaking a professional activity.
Pressure mi g beexplicit or implicit and mi g dore from:

i Withinthee mp | oy i ng q forgexamplesfeoin a aplteague or superior.
1 An external individual or organisation such as a vendor, customer or lender.
i Internal or external targets and expectations.

270.3 A2 Examples of pressure thatmi gresultint h r doecompliance with the fundamental principles
include:

i Pressure related to conflicts of interest:

o] Pressure from a family me mb éidding to act as a vendor to the me mber 6s
empl oyi ng oto geectithe family osne mb ewer another prospective
vendor.

See also Section 210, Conflicts of Interest.
i Pressure to influence preparation or presentation of information:

o Pressure to report misleading financial results to meet investor, analyst or lender
expectations.

o Pressure from elected officials on public sector accountants to misrepresent
programs or projects to voters.

o] Pressure from colleagues to misstate income, expenditure or rates of return to
bias decision-making on capital projects and acquisitions.

o] Pressure from superiors to approve or process expenditures that are not legitimate
business expenses.
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(o] Pressure to suppress internal audit reports containing adverse findings.
See also Section 220, Preparation and Presentation of Information.
i Pressure to act without sufficient expertise or due care:
(o] Pressure from superiors to inappropriately reduce the extent of work performed.

o] Pressure from superiors to perform a task without sufficient skills or training or
within unrealistic deadlines.

See also Section 230, Acting with Sufficient Expertise.
1 Pressure related to financial interests:

o] Pressure from superiors, colleagues or others, for example, those who mi g h't
benefit from participation in compensation or incentive arrangements to
manipulate performance indicators.

See also Section 240, Financial Interests, Compensation and Incentives Linked to
Financial Reporting and Decision Making.

i Pressure related to inducements:

0 Pressure from others, either internal or externaltothee mp | oy i ng qtogani s at
offer inducements to influence inappropriately the judgment or decision making
process of an individual or organisation.

o] Pressure from colleagues to accept a bribe or other inducement, for example to
accept inappropriate gifts or entertainment from potential vendors in a bidding
process.

See also Section 250, Inducements, Including Gifts and Hospitality.
i Pressure related to non-compliance with laws and regulations:
0 Pressure to structure a transaction to evade tax.
See also Section 260, Responding to Non-compliance with Laws and Regulations.
270.3 A3 [Amended. Refer to NZ270.3 A3]
NZ270.3 A3 Factors that are relevant in evaluating the level of t h r ecredtes by pressure include:

i The intent of the individual who is exerting the pressure and the nature and extent of the
pressure.

1 The application of laws, regulations, and technical and professional standards to the
circumstances.

i The culture and leadership ofthe e mp | oy i n g oinclyding the extent to which
they reflect or emphasise the importance of ethical behaviour and the expectation that
employees will act ethically. For example, a corporate culture that tolerates unethical
behaviour mi g imdrease the likelihood that the pressure would result in a threat to
compliance with the fundamental principles.

i Policies and procedures, if any, thatthe e mp | oy i ng ohagestablished,tsucto n
as ethics or human resources policies that address pressure.
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270.3 A4  Discussing the circumstances creating the pressure and consulting with others about those
circumstances mi g &ssist the me mb torevaluate the level of the threat. Such discussion
and consultation, which requires being alert to the principle of confidentiality, mi gihctude:

1 Discussing the matter with the individual who is exerting the pressure to seek to resolve
it.

i Discussing the matter with the me mb e sugesor, if the superior is not the individual
exerting the pressure.

i Escalating the matter within the e mp | oy i ng q mcudimgi when tappropriate,
explaining any consequential risks to the organisation, for example with:

o] Higher levels of management.
o Internal or external auditors.
o] Those charged with governance.

1 Disclosing the matter in line with the employing organisationd policies, including ethics
and whistleblowing policies, using any established mechanism, such as a confidential
ethics hotline.

i Consulting with:
o] A colleague, superior, human resources personnel, or another me mb;e r
o] Relevant professional or regulatory bodies or industry associations; or
o] Legal counsel.

270.3 A5 An example of an action that mi g éliminate t h r eceedted by pressure is the me mber 6 s
request for a restructure of, or segregation of, certain responsibilities and duties so that the
me mb B no longer involved with the individual or entity exerting the pressure.
Documentation
270.4 A1 The me mb is encouraged to document:
i The facts.
i The communications and parties with whom these matters were discussed.
i The courses of action considered.
l

How the matter was addressed.
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PART 317 MEMBERS IN PUBLIC PRACTICE

SECTI ON 300

APPLYING THE CONCEPTUAL FRAMEWORK 1 MEMBERS IN PUBLIC PRACTICE
Introduction

300.1 This Part eftosiheqCiodements and dppd micearntnd omu brhatcer |
pracwher aptpHeoinncgeptual setaomewvoilld.0 8 eesi owt descri|
all of the facts andprcafrecsusmsa naanlc easeetridevsirtesiuadsi inagn s h i
that could be membde@unstpewubeldi,blypche a tine goiteaheeat s
to compl i arundamental primcipteh e Thertehfeomeept ual rfegqame esr k
me mberns publ itco pbecdlieret f orr csuucsht afnaccetss. and ¢

300.2 The requirements and application material that applyto me mb eirns pub | i aresetowh ct i c e
in:
i Part 317 Members in Public Practice, Sections 300 to 399, which appliestoallme mb e r s
i n publ i,whether they provideassurance services or not.
i International Independence Standards (New Zealand) (refer P E S) a4 follows:

o] P ar ti Intlependence for Audit and Review Engagements, Sections 400 to 899,
which applies to me mb eirns p u b | i wherpperforming audit and review
engagements.

o] Par t i thdependence for Assurance Engagements Other than Audit and

Review Engagements, Sections 900 to 999, which appliesto me mb eirns publ i ¢
p r a c whem pgerforming assurance engagements other than audit or review
engagements.

300.3 I n this Pamemberot iree ftearsm tfe mb ei dns vpi udbul ai land their frrost | ¢ e

Requirements and Application Material
General

R300.4 A me mb shall comply with the fundamental principles set out in Section 110 and apply
the conceptual framework set out in Section 120 to identify, evaluate and address
threats to compliance with the fundamental principles.

R300. 5When dealing with amemrbdafhalsl icomeideémhet he context

i ssue has nargiagdm ear Where an imamivéemduplbwho psaat.
is perfprmiegsi onalpursvuant mtebdames ati onship with
fiywhet her as a contractor, employee or owner, th

provi siPoanrst hant apply to these circumstances.

300.5 EAXXlampl es of situations Pianappl ygme mbhear provpshloins @l

include:

1 Facing a conflict of interest when bé&ingm respo
wh e n imanadiate family me mb er rmd mh iegthenef it financially f
contract. The requirements and appbptsgtian mat

these circumstances.
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i Preparing orfipaeséenati ngnf omemateic ® i e iff o . Tohteh e
reqguirements and application22mapptyali nsetthese
circumstances.

i Being ofif ed@mdesait hbaisng regul arly offered compl
attend sporting eventfs.rTbhye a egwppleimemt sf ahtde a
material set2bDappliyn iSectthesne circumstances.

i Facing preasmuogegtmemt oparetpmoan changeahbffeart Bbyr s
a client engagement. The requi roeunhe nitns 2Saehcdt i aopnp |
apply in these circumstances.

| dent iTthyriemg s

300.6 Al

Threats to compliance with the fundamental principles mi g betcreated by a broad range of

facts and circumstances. The categories of t h r eare described in paragraph 120.6 A3. The
following are examples of facts and circumstances within each of those categories of t hr eat s
that mi gdreatet h r dond nse mb when undertaking a professional service:

(a) Self-interest Threats
i A me mb baving a direct financial interest in a client.

1 A me mb quoting a low fee to obtain a new engagement and the fee is so low
that it mi g betdifficult to perform the professional service in accordance with
applicable technical and professional standards for that price.

bl A me mb baving a close business relationship with a client.

bl A me mb édaving access to confidential information that mi g bet used for
personal gain.

1 A me mb digcovering a significant error when evaluating the results of a previous
professional service performed by a me mb ef the memberd § i .r m

(b)  Self-review Threats

i A me mb &suing an assurance report on the effectiveness of the operation of
financial systems after implementing the systems.

i A me mb baving prepared the original data used to generate records that are the
subject matter of the assurance engagement.

(c) Advocacy Threats
i A me mb promoting the interests of, or shares in, a client.

i A me mb acting as an advocate on behalf of a client in litigation or disputes with
third parties.

1 A me mb bbying in favor of legislation on behalf of a client.
(d) Familiarity Threats

T A me mb baving a close or immediate family member who is a director or officer
of the client.
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i A director or officer of the client, or an employee in a position to exert significant
influence over the subject matter of the engagement, having recently served as
theengagememnnempa

i An audit team member having a long association with the audit client.
(e) Intimidation Threats

1 A me mb being threatened with dismissal from a client engagement or the f i r m
because of a disagreement about a professional matter.

1 A me mb teeling pressured to agree with the judgment of a client because the
client has more expertise on the matter in question.

i A me mb being informed that a planned promotion will not occur unless the
me mb agrees with an inappropriate accounting treatment.

1 A me mb baving accepted a significant gift from a client and being threatened
that acceptance of this gift will be made public.
Eval uarthirreqat s

300.7 A1  The conditions, policies and procedures described in paragraph 120.6 A1 and 120.8 A2mi g h t
impact the evaluation of whether a threat to compliance with the fundamental principles is at
an acceptable level. Such conditions, policies and procedures mi g relate to:

(&) The client and its operating environment; and
(b) Thef i andhits operating environment.
300.7 A2 The me mb eevauation of the level of a threat is also impacted by the nature and scope of
the professional service.
The Client and its Operating Environment
300.7 A3 The me mb eavaluation of the level of a threat mi g lde impacted by whether the client is:
(& Anaudit client and whether the audit clientisapu bl i ¢ i nterest entity
(b)  An assurance client that is not an audit client; or
(¢) A non-assurance client.

For example, providing a non-assurance service to an audit clientthatisapu bl i ¢ i nt er est
mi g betperceived to result in a higher level of threat to compliance with the principle of
objectivity with respect to the audit.

300.7 A4  The corporate governance structure, including the leadership of a client mi g promote
compliance with the fundamental principles. Accordingly, a me mb eeavauation of the level of
athreatmi ganltso be i mpacted by a cl i eexampls: operating er

1 The client requires appropriate individuals other than management to ratify or approve
the appointment of a f i to perform an engagement.

i The client has competent employees with experience and seniority to make managerial
decisions.

67



THE CODE

i The client has implemented internal procedures that facilitate objective choices in
tendering non-assurance engagements.

i The client has a corporate governance structure that provides appropriate oversight and
communications regarding the f | r sar@ices.

Theiramd its Operating Environment
300.7 A5 A me mb eevauation of the level of a threat mi g Ihetimpacted by the work environment
within the memberé § i andhits operating environment. For example:

1 Leadership of the f i that promotes compliance with the fundamental principles and
establishes the expectation that assurance team me mb ewillsctinthep u b | i c

1 Policies or procedures for establishing and monitoring compliance with the fundamental
principles by all personnel.

i Compensation, performance appraisal and disciplinary policies and procedures that
promote compliance with the fundamental principles.

1 Management of the reliance on revenue received from a single client.

1 The e ngage ment having authorityr within the f i fom decisions concerning
compliance with the fundamental principles, including decisions about accepting or
providing services to a client.

1 Educational, training and experience requirements.

i Processes to facilitate and address internal and external concerns or complaints.
Consideration of New Information or Changes in
300.7 A6 New information or changes in facts and circumstances mi g: h t

(@) Impact the level of a threat; or

(b) Affectthe me mb econlasions about whether safeguards applied continue to address
identifiedt h r easintended.

In these situations, actions that were already implemented as safeguards mi g rfotlonger be

effective in addressing t h r e Actosdingly, the application of the concept ual

requires thatthe me mb re-evaluate and addressthet h r aecordingly. (Ref: Paras. R120.9
and R120.10).
300.7 A7  Examples of new information or changes in facts and circumstances that mi gimpact the level

of a threat include:

f
f

When the scope of a professional service is expanded.

When the client becomes a FMC reporting entity considered to have a higher level of
public accountability or acquires another business unit.

When the f i merges with another f i .r m

When the me mb s jointly engaged by two clients and a dispute emerges between the
two clients.

When there is a change in the me mb eperSanal or immediate family relationships.
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AddresBhmgat s

300.8 A1 Paragraphs R120.10 to 120.10 A2 set out requirements and application material for addressing
t h r dahattare not at an acceptable level.

Exampl ®af eduar ds

300.8 A2 Safeguards vary depending on the facts and circumstances. Examples of actions that in certain
circumstances mi g be safeguards to addresst h r dnelude:

i Assigning additional time and qualified personnel to required tasks when an engagement
has been accepted mi gdddress a self-interest threat.

1 Having an a p p r o previeveet veho was not a me mb efrthe team review the work
performed or advise as necessary mi gaddress a self-review threat.

1 Using different partners and engagement teams with separate reporting lines for the
provision of non-assurance services to an assurance client mi g &ddress self-review,
advocacy or familiarityt hr eat s

i Involving another f i torperform or re-perform part of the engagement mi g &ddress
self-interest, self-review, advocacy, familiarity or intimidationt hr e at s

i Disclosing to clients any referral fees or commission arrangements received for
recommending services or products mi g dddress a self-interest threat.

i Separating teams when dealing with matters of a confidential nature mi g &ddress a
self-interest threat.

300.8 A3 The remaining sections of Part 3and |l nt er nbhh d epahSteaarccc Ndw Zeal and)
(r ePEBB) describe certain t hr ethat mi g arise during the course of performing
prof essi onandincleide examptegof actions that mi gdddresst hr eat s

Appropriate Reviewer

3008A4 Anappropri atissa rpegwifeweri onal with the necessary kno)
authorityinoameaohijeevctth e/ er eanaervkeng,er f or mpdooer dedr vi
Such an im dgibheindeureble r

CommunicatiThgswi Charged with Governance
(after exhausting othefrgappreps i ok eec tafe &lEtinGE & chra t
exampl es)

R300. When communi ctalh o g whahged wiiinmhacecovoedaamcee wi th th

amembeasrmall determine the appropriate individual (s
structure with whom toeobmommmuoateat elsf wi hd a subg
t hose ¢ harggoevde rwiiat nhoteemb esth a | | determine whether cor
with ahdsefcharged wiiitsh ad swe msedhetshsysareydequately

informed.

300. 9 IM1 determining with weommnt ghaemsmimderi cate, a
@ The nature and i mportance of the circumstances

() The matter to be communicated.
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300. 9 EA&2amp!| & ss vl g rtfwseghamdd with governancei nclaundeaudi t commi ttee
i ndi vmedmbael those charged with governance.

R300. LIOf meambemmmuni cates with individuals who have mans
we l | as governance mespwarhsailldi Ibiet iseast,i stfheed t hat ¢
with those i ndivi douranhss aaldle qufatteHoséd nifn a governan

t hmembaoul d ot her wi se communi cat e.

300. 10 nAlsome ci r cunioseaxmgedsvith gavkrhance&dr e i nv olnvagd nign tha

entity, for example, a small business where a sin
has a governance rol e. I n these cases, i f matt el
management responsibilities, @nwertrhaonscee irneds pra ndsuiahl
t hene mb ehra s satisfied t he requi r éghmse nchargetd ovithc o mmu n i
governance.
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SECTI ON 310
CONFLI CTS OF I NTEREST
l ntroducti on

310.1 Membsare required t ofundamenillpyncipies @ thd t d @ pcl oyn ctehpet u a |
frameswet kout 120t Sectdéeoni fy, evtahmueaates and address

310. 2 A conflict oft hmdar otmpdii eaatces wi th the mprgihnci pl e
creathe etaot scompl i ance fuwdamemtal prim@pleso $ b @thh r enai tgsh €
created when:

@ Amembprovidesfassi omeal at edvitomea particular mat

clients whose interests with respect to that m

() The intermestbswidfh aespect to a particular mat t
client f omemmhpmouwihtkesf assi omel atedvitoethat mat:t
conflict.

310.3 This section sets out specific requirements and
conceptual tfor amefdr lc tWheomfmaimbpeoesdes an audit, r
ot h&@ssur anc g indemndencecies al so required linnteaoaodi damd
I ndepenSitenrccegaNelw Ze @il afEs). 1

Requirements and Application Materi al
Gener al
R3I1MM Amembsthall not allow a conflict of interest to co

judgment .
310. 4 EAXlampl es of cirmiwmsietanees tthatf | ict of interest in

i Providing a transaction adwigsdarmy as@uyviree athe n a
wher ef itthees obt ained confidential information d
mi glhe rel evant to the transaction.

1 Provialdwigce to two clients at the same ti me wl
acquire the same compalhg medevaept atdoi the parti
positions.

i Providing services to a sellsameand aamskawecy émnin

1 Preparing valuations of assets for two partie:c
respect to the assets.

i Representing two clients in the same matter wh
such as during di vtohrec ed ipsrsoocleuetdiionng so,f oar partner s

1 I n relation to a |icense agreement, providing
royalties due while advising the |Iicensee on t

i Advising a client to invest in a busnemdbss in wlt
hasfiananci al interest

i Providing strategic advice to a tcdviemg @anj ditrs
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venture or similar interest with a major compe
i Advising a client on acfqiuiismialgs @ ibrutseé mestse davhii rc

1 Advising a client on buyi nvgi nag par ordouycatl to/r og e rcvoi

agreement with a potential seller of that prod
Conflict I dentification
Gener al
R310. 58efore accepting a new client relationship, enga
me mb esrh al | take reasonabl e stepsthtaoi ghdieemat € yacir
conflict of i nteretshr, eaatndt ot heo mf loir&@ncae with one
fundamental . pSuchisgteps shall include identifying
(a)The natur e of t he relevant interests and rel
involved; and
(b)The s$eevand its implication for relevant part.
310.5 M1 effective conflict icembwhécatabhngroeassesnabhke
identify interestsmiagtdt erae¢ lea taino rmxchtiupd tolratpot ent i a
both before determining whether to accept an eng:
Such a process includes considering matters ident
or potentidaheckhehtser an actual or potential conf
the |ikel mbombbeiofigt alel et hocacksht @esls by t he conflict

310.5 M2 efvecprocess to identify actual or potenti al
factors such as:

i The natupeobdbé&és s henprlowiederd.ces

i The sizfei.om t he

1 The sndenature of the client base.

i The struct uref corf eéxheempl e, t he numbedaf fainde geogr ¢
310.5 Mo3re information on client 3&dPcreopfteasnscieo niasl . sAeptp oa untt
Changes in Circumstances
R310. 6Amembeasral l remain alert to changes over time 1in

and rel ati onmsihg hots e atheat a conf | iwhile performingnaer e st
engagement .

310.6 TAhle nature of services, miigfhianget ssuandgr ¢hat eoagsalyie
i s particul amelnybietsr uaes knehdent oa conduct an emig@algte ment
become adversaritale, gogsava@h ot bogaglpke e b heriaglmloy be
involved in a dispute.

Net wor k Fir ms

R310. 771 f ftihremmambef nat womé mbasihall consider conflicts o
t hreembédas reason ntiog ebkeilsitewoer ari se due to interest
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of natwork firm

310. 7 RFAalctors to consider when identifyinmgetivwbtiekrmrest s
include:

i The natupeobdbé&és s henprlowiederd.ces

i The clients nseerwoerdk by t he

1 The geographic |l ocations of all relevant part.i

Thre@tsated by Conflicts of I nterest

310. 8 IAM1 general, the more dir epcrto ftehses icooenanide cétd eovnmebeett ewre e
which the parties6 interests conflictactcodpept moblre I
l evel

310. 8 FAR2ct ors that are relevant in evaluating the | eve

include measures thsatd @dieveosuruemaof hacroinfi denti a!
perfopmiomg@ssi onraél asteed itce@sa particular matter for
interests with respect to that matter are in conf

i The existence of separate practicefiagrmvaschor ¢
mi gaac¢t as a barrier to the passing of confiden

areas.
i Policies and procedures.to |Iimit access to cli
i Confidentiality agreements sighedmby personnel
i Separation of confidential information physica
i Speci fic and dedicated training and communicat

310. 8 EABampl es of maghheategusrdstt bataddhecasteat ed by a conflict

include:

i Having sepghngteentwhtoe aanrse prlhovicttedr wpol icies
procedures on maintaining confidentiality.

1 Havi ngp@amopreiva taeheor i s not involved in providing

affected by the conflict, rebheewethehwokkyppud
and conclusions are appropriate.

Di sclosure and Consent

Gener al
R310. Amembearhal l egeoteseionalt oj deegeeami ne whet her the
significance of a conflidt sepfeci ht eradtschopseurseach

consent are necessary when addressing the threat

NZ R310. 9. ImeWltbehnraes aa confl ict of isnadfeesthe brumi matne atplpd

t hr eartedource iaccteoptarm| e tnheembesrh al | d,i sich owtehié i ng,
nature of the conflict osfa fiengtuearredést amapd toealkll at
potential c¢clients affected by the conflict.

73



THE CODE

NZ R310.9saf wWheamredgs equired to redaceepthab,lt dtrteemih et o an
shall ,obitrmiwrhe icmlgi,ent' s meomks@aitf ¢ omipmg ftehsesi on al
services

310.9 FMalctors to consider when determining whether spe
necessary include:

1 The circumstances creating the conflict of int
The partmighet ahfected.

il
il The nature of mtbaniiseswuwes that
1

The potential for the particular matter to dev
310.9 M2scl osur e mingthdackoenfsfeenrtent forms, for exampl e:
1 Gener al di sclosure to clients of circumstance
practinembddiees notprpafoevsd sdieo neaxlc Isuvesrivviecleys t o any o
(for exampl e,primf eas spiaorrdanlehasi darext i sect or ) . This e
client to provide gener al c o nMmeenirteni gdnadakredi ngl y
general disclosure in the standard terms and c
i Specific disclosure to affected clients of the
sufficient detail to eénédblreetdhdecisenh Bmbomake

t o provide explicit consenimi gaccolrddeglay.de$ wad !
presentation of the circumstances and a compr
safegaamrddgs he risks involved.

1 [ Del eted. Refer NZ R310.9. 2]
310.9 [AMBel eted. Refer NZ R310.9.1 and NZ R 310.9. 2]
310. 9 [ADMel eted. Refer NZ R310.9.1 and NZ R310.9. 2]

When Explicit Consent is Refused
R310. 10 mambeéiras determined that explicit consent i's n
par agrRaBpllamMd the <client has refusedte hoesrpalohi de
either:
@ End ool idree t oppefrdé ®s imonatlhasterwoiucleds result in th
interest; or

(o) End relevant relationships or dispose of relev
or reduceacictepttoaban | evel

Confidentiality
Gener al

R310. 1Amembeasthal Il remain alert to the principle of conf
di sclosures or sharingfimfnoemadadmnidn sewiekhing Qheé dan
from third parties.

310. 11SwAnlsendtldet s out requirements and siptpddtciad rigsh ht hmeatt e
creatéehreat to compliance with the principle of ¢
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When Disclosure to Obtain Consent would Breach Confi de|

R310. 1[2Del et ed. Refer to NZ R310.12. 1]

NzZ R310.12.1 In those <circumstances where adegfuate di
constraints of comdmbdesrha e hthirdg¢c | them the relevar
engagement

310. 12[ Dell eted. Refer to NZ R310.12. 1]
Documentati on
R310. 1[3Del et ed. Refderplt o NzZ310. 1

NZ310. TheAInbes encouraged to document all matters set
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SECTI ON 320
PROFESSI ONAL APPOI NTMENTS
l ntroducti on

320.1 Membsar e required t ofucanmpga yinciplestain dt e pcl oyn ctehpet u a |

frameswet kout 120t Sectdéeoni fy, evtahmueaates and address
320. 2 Acept amftea new client relationship omi gdmi@&mages ai n
threat to compl i ance fudambntaloprineiples.lThiner s ect i bheset s

specific requirementsr anadv apmll i Toadg ni dodnetmaat! e rfiraalme w
in such circumstances.

Requirements and Application Materi al
Client and Engagement Acceptance
Gener al

320. 3 TAl satcompl i anctlee wptihnci ples of i ne hreaggwrimmid gyl €0 r prof

creat efdor exampl e, from questionabl e i ssues ass (
management or activitiemsi)gbtleag we ssutchhata, tihfr elanownmn
i nvol viermeinltl egal activiti efsi,nancsihaoln erse pyqr tgiureg t p roan

unet thiedhalvi our

320. 3 FA2ct ors that are rel evamtahitnhreevaatl uiantcilnuigde:he | evel

i Knowl edge and understanding of t hileosecHaigeint , i ts
with governanceand business activities.

i The clientds commitment to address the questi
i mproving corporate governance practices or in

320. 3 M3-ehtferest threat to compliance with the princip

is createdaigft mt ldo etseannot possess, or cannot acqui
per f orpmotfheessi onal services
320. 3 FA¥Mctors that are relevant in evalwuating the | evel

i An appropriate understanding of:

o] The nature of the clientds business;

o] The complexity of its operations;

o] The requi ndmerthgagfement; and

o] The purpose, nature and scope of the work t ¢
1 Knowl edge of relevant industries or subject ma

i Experience with relevant regul atory or reporti

1 The existence of quality coqrnedlt pogdriacviede amaa s
assurance t hat engagements ar e accepted only
competentl y.
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320. 3 EASampl es of magheéear s gtiloa tad ds eilsfst er e sitn ctl hurdeea t

1 Assigning sufficient engagement personnel with
1 Agreeing on a realistic time frame for the per

i Using experts where necessary.

Changes in a Rppdiestsmeomtal

Gener al

R320.

320. 4

320. 4

320. 4

320. 4

4A me mb esrh al | determine whether there are any rea
engagement mwhmremert he

(a)ls asked by a potentialact¢toemtant; replace anot
(b)Considers tendering for an engagement held by

(c)Considers undertaking work that is complement al
accountant .

TAhlemieghhe r easons fgranoéngagemenh. mOghea siufc ha rtelarsea
created by the facts and circumst asnacfeesg ucaaFnonso t be
exampl emi gtheer a-i aredeft t hreat to compliance with th
competence amihednb@ccampe si t he engagement before kn
facts.

IA2neambies asked to undertake work that is compl eme
exi samngdecessor, aa4adalefrersttat compl i ance with the
professional competigglhheéecandtdde €areexample, as a
information.

M3f actor that is relevant in evaluenhdergstbeatevel

before gcrtleptémgagementexicomnnmaegde ové ¢ hortwmeet b obet an
reqguested. Thisproptaed gdiheeppotrdbwmnmi ty to inquire
are any reasons why the engagement should not be

EAxda mp | &ct iod msi gthlesaatf e gt @or dddr ess-i steheatséehfeat in

i Askingxt Béeipmegdecessor t®@c pawwtiadret any known i nf
which, exmnsofmegdecessordomapicmiuomraongtchseed account a
needs to be aware before deciding whether to
i nqumirgyhhteveal pr evioosuesdl yp euntdinsecnhti g fi mati £ ataen d
di sagreementsi wolphgetiheessor thaed qihmtf dutence t he
decision to accept the appointment.

i Obtaining informatiosanachHras bhheuglsoungeisri es o
background i nvestigations r e gtteoseddharggd vete ni or m
governanceof the client.
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Communicating wi Phettbee&sost Angoont ant

NZ R320pr5oposed acshalnlt ambheaichi ent 6 sp rpeefremiabsliwont i ng, t o
initiate discuesxsiiommprgidebhesher .accountant

320.5 [MImended. NZR&Kf3r0 .50
R320. 6l f unabl e to commani caipegewietcle ssbe ,actplveopoas et

accounsghaltl take other reasoinmafbdéematieps abbowthtany
threats.

Communicati Rgowosbdt Aecountant

R320. 7When eaxni sobipnrgedecessor kascashkednto respond to a cc
fromraoposed agc delk@tsaonipmrgedecessor shkhalblunt ant

(a)Comply with relevant | aws and regul ations gove
@ Provide any information honestly and unambiguo

NZ R320. x1sTheg accoonunrteacneti pt of telmegud ammun iacheotuitont he
referredarnagrR@BpR . s hall promptly reply, preferabl
whet her there are profepsipnadd reahmudtdvimyp tt e cep
the appoint ment .

NZ R320. xRsTheg ashkalulntmpmdmptly transfer the document s

whenever or however obtained, itemmtt e dlnisamtucors,
proposed ac¢cawnmdt asnhtoul d advise the cliexritstaaoagor di
accounhasnta | egal right to withholld dt henen ffoorr euxnap

fees exists.

320.7 MnExi sormpmgdecessor i 8cdowmtdanbty confi denxtisal ntgy . W
predecessor i &ccpoeuniantted or required to discuss
proposed awiclolundeemegnd on the nature of the engage

(a)Whet heexitdhdepngdecessor hascpenmassion from the
di scussion; and

(b)The | egdlhsireedquier ement s relating to such commu
whi mhgwary by jurisdiction.

320.7 QGA2rcumst ancesmwhsemerngbae requiredonfoi deéestil alsei mf or ma
when di sncilghgfura@propriate, arélszeilofotthei Coparagr ap
Changes in Audit or Review Appointments

R320.8 n the case of anfawdinti at ,5 é&aimdwehoafl sl request t|

exi soipnrge d escoers accotuontparnodbvi de known i nformation re
or other informatieoxn sodipmwghdebes soar t heegioruind m,nt tolse
proposed acneeds anto be aware before deciding wt
engagement. Except for t he eciorncpul msatnacnec eosn dsruvsolewit re

conpl i ance with | awseanout e @ nl Rp3abrOaagh@apehts. 2 2

78



THE CODE

@ 1 f the <client exinstemtgedeoesbher dtcsobasbng any
such facts or ot hee x iisntbignrrgealteicens,s ot hesbhablunt ant
provide the information honestly and unambiguo

(b))l f the <client fails exki gteifugede ctecs sgramtcchbheaert
permi ssion to dnhsésssaffherreldirgictels sbhe,actclbeint an
exi stoirpgedecessor shadlntdanstcl ose tphiopodadt tc
account awhto shall carefully consider such failu
whet her to accept the appointment.

Client and Engagement Continuance

R320. 9For a recurring cl imentb eehnaglalgepnemitgdiacal |y revi ew
continue with the engagement.

320. 9 PAOLt entthiraeltad s c o mp | i a n duedamental principlédsemi gbt created aft e

acceptance twwhéyx hheéedmmdknown earliememweol delbhveaeca
the engagement . Fionrt eerxeasntp ltehr eaatsetld compl i ance wit't
mi glhe created by i mproper earnings management or

Using the Work of an Expert

R320. When mambdrmntends to use the womreknbasfrhadn eaxeperrtmi nte
whet her the use is warranted.

320. 10FaAkclt or s t o conesnbéeat ewhlent® use the wor k oofn an exp
and expertise of the expert, the resources avail
ethics standards applicabl e niiogbtthegaémmpar tf.r oTnhipsi
association with the expert or from consulting ot
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SECTI ON 321
SECOND OPI NI ONS
l ntroducti on

321.1 Membsar e required t ofucanmpga yincipléstain dt e pcl oyn ctehpet u a |
frameswet kout 120t Sectdéeoni fy, evtahmueaates and address

321.2 Providing a second opinion to mingdetnetaittey rmatt lsaeté §its n
or ot hetro tchompalti ance wi t fundemertal winciplesoTrhei so frs etctadi ©
out specific requirements and applicanicept malt er
frameiwnr&uch circumstances.

Requirements and Application Materi al

Gener al

321. 3 Midembeni ghée asked to provide a second opinion on

auditing, reporting or ot her standardsoror( bprinc
transacti ons obfy aorc oconmp abneyh aolrf an entity that i s not
exampl e-f nbaetsherksdat t o compliance with the principle
due cHErgehg created i f the secnornd eopiamieo rk aicss sni ditly akt a -
opredecessorhadcoaoantiastbased on inadequate eviden

321.3 MX actor that is relevant timteewraelsutattihmee atth e sl e vheel
of the request and all the other available facts
apr of es sdigommeanit | u

321. 3 EA3ampl es of maghesar = gtilmataddr ess-i ateheatséehfeat in

i With the clientds permissiomrxiaebipaienercgsismfror
accountant

1 Describing the | imitations surrounddlnigermtny opi

i Providiengsdifmegdecessorwhathoantaepy of the opini

When Permission to Communicate is Not Provided

R21. 41 f an entity seeking amsmreamd!l opbhi gemindobomt A e
communi cat eewii s thhipledde cessor a,c ctoleemtb ahal | deter mine
whet hememhem@yr ovi de the second opinion sought.

80



THE CODE

SECTI ON 330
FEES AND OTHER TYPES OF REMUNERATI ON
l ntroducti on

330.1 Membsar e required t ofucanmpga yincipléstain dt e pcl oyn ctehpet u a |
frameswet kout 120t Sectdéeoni fy, evtahmueaates and address

330.2 The | evel arec matduroag hefr fr e munemiadgdirtcernt el @ma smgeediént s
threat compliance wi t hfundamentaloprinciptes.Téh isgefc ttitoen s et s ol
speci fic application mat erdardcempeluav anftr atsi@ o arpkp |
cirsuamnces.

Application Materi al
Level of Fees
330. 3 [AMAlmended. Refer to NzZ330.3 A1]

NZBZ30. FJ3hAal I evel ofmi i p a et ;mé eakdisl i ty poofpesdiosgman ser vi
accordanaep lwii ¢cdinbidaleand professional standards and r el evant | aws
regul ations

330. 3 [Amended. NR88B86r 3tA2]

NZ330.AmeA2beni gguote whatever fee is considered appropr
another accountant is not in itself wunetHifcal. Hc
interest threat to compliance with the principle
fee quoted i amighel dwfthatl i tto perform the engag
appl itecarbchl end professional standardsand r el evant | aws and regul ¢

330A383 Factors that are relevant in evaluating the | evel

i Whet her t hawarecolfi eerhte itser ms of the ‘shgagembat basrm
on which fees areprchfae geido mtaHde wghuiocthecd sf ee cover

i Whether the level of the fee is set by an independent third party such as a regulatory
body.

330. 3 EA4ampl es ook matikades af egu @or @address-istteheatséehfeat i n:
i Adjusting the | evel of fees or the scope of th

1 Haviangppr opreivdateewgi ew t he work perfor med.

Contingent Fees

330. 4 Aolnt i ngeanrte fueseesd f or ce-asaunahngedoevewiemmini. ngent
feed gttt edthe etaot sc o mp | i a nfenéamewialtphincigieh,e parti cul arly a
interest threat to compliance with the principle

330. 4 FAA2ct ors that are relevantt hrndatesabtdati ng the | evel
i The natueergafemart .
1 The range of possible fee amounts.
i The basis for determining the fee.

81



330. 4

THE CODE

i Di scureo i nt enaddtdh eusworrsk per fmermred dby hteheébasi s ¢
remunerati on.

i Quality control policies and procedures.

i Whet haeri ndependent third party is to review th

i Whet her the | evel of the fee is set by an ind:
body.

EXampbé ac<cttheotngbhes af eguor @dddr ess-i st eh eaitnsceél hufdeca t

1 Haviamgppr opeVviadwleo was not involvedadaiurpaenrder mi
ser vié cieefve wor k per memmed by the

i Obtaining an advance written agreement with th

NZ R33Bmdmbheashal lenttoetr Coitoi rag eaartr aregce ment oCro nrt é mmgiewd a

330. 4

Feavhere prothoi bddgslec hni cal and prof oegawamal st an¢
regul ations

Redguirements and appl ioatii oo efm@n égeéeraV i ¢ exduaiirdayv it de
orreview and eoddeuwr ancearael iseenttlsotuegr nifmdepahdence
Stand@Neadw Ze@t afEs). 1

Referral Fees or Commi ssions

330.5 Mlsiemfethbseat to compliance with the principles
competence and duemeawwhpays oreateteeivesaa referral
commi ssion relating to a client. Such referral fe

330.25

i A fee pai dmdmbtmrotthlee purposes of obtaining ne
clicconti nues aseaicktiegthotoubdguaintes specialist
of fered by that accountant.

i A fee received for referrimegnbarc onteigmpuwirng whleiree
t heexi sting dee umatangrovpdef ¢hei speguieedi by t h
client.

1 A commi ssion received from watbivdngdarjyi 0fooni
with the sale of goods or services to a client

EXxXampbé a<cttheotngbhes af eguor ddduebsang ethtersietme | ude:

i Obt aing aalvance agreement from the <cl i é@mt for
connection with the sale by anot hmirgapdadrrteys sof g
aseil hterest threat

1 Disclosing to clients any referral fees or commission arrangements paid to, or received
from, another me mb @ third party for recommending services or products mi g ht
address a self-interest threat.

NZ R338ubjédct to nRR3nBOwhso 2a,ccaepts or pays referral fees,

similar benefits shall inform the client in writi

i The existence of the arrangement;
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i The identity of the other party or parties; an

i Tl method of calculation of the referral fee,
accruing directly or imedibeectly to or from the

NZ R3I2Bmémbesthall not accept or pay referral

fees, comm
in connectiaosns uwwiatnhc eanengage ment

NZ 32RA15The receipt or payment of referrah teesgctommi

wi t hasasnur ance ecamgeatele naindephndene@tt htaos anfoe g wwaorud «d
reduceatoepamnabl e | evel

Purchase orFiSaml e of a

330.6 Anlembmapyurchase all ofri opnarttheo fb aasniost htehrat pay ment s
individuals fof memltyo otwmeéing heéiers or estates. Suc
fees or commissions for the purposes of this sect

8 3



THE CODE

SECTI ON 340
| NDUCEMENTNCINGD GI FTS AND HOSPI TALI TY
Introduction

340. 1 Membsare required t ofundamentallpyncipes 4 md t & @ pcl oyn ctehpet u a |
framewet kout 120t Sectdéeoni fy, evtaHmueaates and address

340. 2 Offering oirndauwccceenpetgidnsge at ei mt sreé¢ gt , familiarity or
to compl i aiuodeamewtdl principeh e parti cul arly the principles
and pr ofleetsad winad

340. 3 This section sets out requirements andoap@pti calt i o
framewmr kr el ati on t o t he o fi fnedruicregwehieemse paec d @p tmi mg
professi ontalH ats ed ove s ermmwit-coropbamce tvith fawstaed regulations. T hi s
section al sme nmbepuicroanplay wi th relevant | aws and r e
accepitndugc e.ment s

Requirements and Application Materi al

General

340. 4 MMl nduceinsenan object, sitwuation, or action that i
i ndi v ibdeuhaa vhisohiu t not necessarily wi t h t he intent

indivbebhavbowducemant sange datoan onfi nhoaspméeambéety bet v
and existing or prospect i v eon-cdmplienoet vgith laws armct s t ha

regulations. Anduc enaenntt ake many different forms, for e»
1 Gi fts.

l Hospitality.

i Entertai nment .

i Political or charitable donations.

i Appeal s to flrdayeanldtsyh.i p and

i Empl oyment or other commerci al opportunities.
i Preferential treatment, rights or privileges

|l nducenbernothsi bi ted by Laws and Regul ations

R340. 5 n many jurisdictions, there are |l aws and regul at
and corruption, t hat prohibiti rtchuec eorieime reiemrg aor 3
ci rcumst anaomesnb esihhael | obtain an wunderstanding of

regulations and compl ynewbtmctohueemewlse s utcthe ci r cumst

|l nducenNeont sProhi bited by Laws and Regul ations

340. 6 TAhle of feri ng iomrd uaccechehpatti snigs onfot pr ohi bitend glhy | aws
stilltkcraeat £ amp ki wifuhdamenthl principles.
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I nducemebhhslintent to IBepirawgerulry | nfl uence

R340.

R340.
340. 9
340. 9
340. 9

7Amembshall not offer, or encoudagembtheir s madef fe
whi chmémeemonsi deeasanabl e and i nfwoured behilridk eplay t
conclude is made, with the intbemtaviod uitper orear lpy eir
orof anomnkheéwi dual

BAmemberhall not accept, or encouirmagec eoththeetr st ted ac
membemomncl udes is maderne®asorcamlse demd ian fworunbedd t hi r
be Ilikely to conclude is made, uwhtbbthaevbéauent t
the recipient or of another individual

AMnl nducenendonsi dered as i mpr operbleyh aivii foluire n cianug e & |
the individual to act in an unethical manner. Su
towards the recipient or towar ds anot her i ndi vi

reci pi efundamenfiltpenciplesar e an appropriate fmmeambeenof r ef €
considering what bematvimowutres paeinbha@atdt hief necessa

by analogy, other individual s.

A2breach of the fundament al pnrei mbeei f pf leer so fo ri matcecgerpit t.
encourages others itwoduod¢émheerter tehcecemtt,enan i s to i mp
t heehavdfoutrhe recipient or of another individual
TAh3e determination of whet her there is actual or

behavieogui res thereikxes i cseaRefljewdagnme nftact mirght o cor
include:

i The nature, frequency, valiureduacnedmecrutmul ati ve ef

i Timing ofi wheaoneinsdtf fered relative tomaglt acti o
influence.

i Whet herndheeinsend customary ofr cul tural practic
example, offering aagiélti gihnotdheholcicday oomr ovedd

i Whet hei nttheeinsenan ancil banyepair onaolf ormerexiampl e,
of fering or accepting lunch in connection with

i Whet her t he i smfdfuecrei ngefnltit miet ed t o an individual re
broader group. Theglkr oatder ngt oofpi,remstueotinhaels t o t
suppliers to the client.

1 The roles and positionsomfthédeciindnwvidiufadsi mag
t hienducement

i Whet heme imnhienows, or has reaaocoaepDiimgluickeenentt ha
would breach the policies and procedures of toh

i The degree of tr ans paruenciysnwd ftfherwehd.ch t he
1 Whet heirnd heenmaesntr equi red or requested by the re

1 The known bprhawdmwseputation of the offeror.
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Consideration of Further Actions

340. 10 fAIhéhmb becomewar e ior dwmeonfefneer ed with actual or pet
i mproper | ybeihmfyli beiretca@ sc o mp | i a nfunéamemtaltpincipled mi g h t
still be created even if RBM&anBeyudaréemenetts i n par a

340. 10ExA@2mpl es of magbeisar « gtilwa téad d r € shg dsauadhu d e :

1 I nforming seni or fmanhog ehargad vithgdvernariteeo fh et cl i ent
regarding the offer.

1 Amending or terminating the business relations

I nducemebhhsNo I ntent toBémapvioperly I nfluence

340. 11ThAel requirements and appl icoatcie@n uma tadnpih anle wsheeth aut
me mbédas concluded there is no actual or percei v
behavdafout he recipient or of another individual

340. 111 fA2s uicnhd vacnamse rttri vi al and imceacagednwaatepanht ean
l evel

340. 11ExA&88mpl es of circumstances wherien doufcfeeniecignuity e @tre acc e
t hr eeawvtesn mémbhas concl udced atcheurad oy perceived int
i nfl bemaeiimalrude:

i Se-i ht etrhersetat s

o] Amembés offered hospitality from the prospe
providing corporate fitnance services to the

i Familtihlhmreéeats

o] Amembeegul arly takes an existing or prospect

T I nt i mitdhateiaanns
o] Amembaccepts hospitality from a clrkicentvedt he
to be inappropriate were it to be publicly

340. 11ReAldevant factors in e al earttdsantge d hbey | cefvfedr ionfg sourc ha
an nducementude the same f act30irOs 9soekt3 doeutte rimi rpiamr ga girt

340. 11ExA&bmpl es of nmaicgtéito meitntaheedrtesat ed by of f er ihnganor acoc
i nduceinmmentude:

i Declining or innodtu coefnfieenrti ng t he

i Transfreegp onmgs ifloirl itthe prpowifsisesn ocntad ateyee veélcieasnt
anot her indi vriednbahla swhhoo trhreeason to believe woul
perceived to be, improperly influenced when pr

340. 11ExAmBnpl es of micgbieoace d ha@ait casd d r etshsr esauesht ed by of feri
accepting nsdwcecheineeentu d e :

1 Being transparent with fsenmi oorf marea gcel meenntt oafb otuh
acceptinduaament
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i Regi st eriinmgcteimend | og monitored by $émwmmor man.
another individualf irendponosi wloenmpt oantédeor mai n
client.

i Havingapamopri at,e wheoviiessemot ot her wi se i nvol v

professionaftevicewi amydwor kdperir §Dome mbhad ¢ hby t h
respect to the cihémndgc de ptme dvdhti bdmd mte

i Donati nigndtiucetmemchty after receipt and approp
donation, f ormeenbamplse,nitod anandgementheof ndhei di
who off emedctement

i Rei mbur si ng tihned uccogsnisnoid h tehse hospitality, recei\

1 As soon as possibhdpceméesuchi nags tahegi ftlyy after
accepted.

| mmedi aQleo soer Hvaenmbleyr s

R340.

R340.

Wme mbesth al | remain altlegatst bo mpewhemtoimpll i ance with t
fundament al cpreian ®idplbyys t hei md d ee:mengt of an

(@ By amMmmedioarc ¢ o s e fmembley o fihe ntbheero an existing
prospective méikrat of the

(b)) To ammedioarcé ose fmembley ore nibheery an exi sting
prospective méinkeamt of the

MBher e meméd drecomes awairreduwcdebaennnhg of fered to or ma

i mmedioactleose membéey and concludes there is intent
t heehaviodumkeber of san ngxior prospecmewmbercdi ent o
consi dreeassa@anabl e and i nfworurhedd btehilr &k ed gr ttyo concl ud
exi st snembhkseh al | advinsied ibddeleo s e Mmemblkey not to offe

accept ntdhue eement

340. 13ThAel factors set3doutaisw3 paragaapwihetdhetr et miemieng s ¢

or perceived intent tlmeh anpairfopiredrebye ri noffl utehnec ee xtihset i
prospecctiiemg . Anot her factor that is relevant i s t
bet ween:

@ Thememband itrhreedomt es e nieammbiel ry;
(b) Themmedomt ese nieammbielry and the existing or prospe
(¢ Theemband the existing or prospective client.

For example, thenoffewuwtsef demplfoyme nor mal recruit
of mbebdy a <client nfeonrb éwsh opm otvhiedi ng a business
prospectnivgehdisabhaeh intent.

340. 13ThAe2 application madér ildls Aianh spamradrea@mhtr eiahtasaddr es

mi gklhe created when there is actual or bpeelracveiiovverd i 1
of mbmwmb,eror of the existing ori pmocprtcdbseef ami ent
membbhas foll owed the advice R3i40enl3pursuant to par
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ApplicatConcepttuhk Framewor k

340. 14WhAelr eme imebecomes awiameéuodonficfmtr ed in the circumstan
in parBg4@pinz €t < ompl i aifuodeamewtal principkeshnel gthe cr eat ed
wher e:

@ The mmedomrt ese nieambielry of f er s i oird ua canepitirsartyn et o t h
advicemembphesuant t ®3ga&r d@¢r aph

() Thmembdoensohave reason to beliiawvad amtaenttudlo o mp)
influebebavdhfeundheber of the existing or prospec

340. 14ThAe2 applicat hopamadtdela pllilE3 AQ . 1ils Ael evant for the p
identifying, eval vuattihrgecRraosdtoaddt 6sasi Aagesunehevant
| evelhrodfant ¢ hese o«dg caulnssaa ainncl ude the nature or clo
set out im®4Ppanad8gridph

Ot her Consi derations

340. 15 fAMmEAmbencounters or iisndmaddnbawamesof t-c o mplnioance
or s us pom-camplidnce with laws and regulatonsby a @i i end iwwir dku algs f or
or under the direction of the client, t B& Or equi r
appl y.

340. 15 fA2ametworkf i om @aawndointevitewme mbes being offered gifts
fromauwdointevice we rrtkteqgui rement and application materi

(redFES)alppl y.

340. 15 fA3aom asns ur ancnee nmbeearm i s being offeredagisfitanoe ho
cl i,erttggui rement and application rnedte&jyalpap!l ys.et out

8 8
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SECTI ON 350

CUSTODY OF CLI ENT ASSETS

|l ntroducti on

350. 1 Membsar e required t ofucanmpga yincipléstain dt e pcl oyn ctehpet u a |

frameswet kout 120t Sectdéeoni fy, evtahmueaates and address
350. 2 Hol ding client aissteersestr ean ect mersetitireat to compl

profesbebaabaodr obj dbhtssevdattiyon sets out specific f

application materi alc oneceepvtauna!l itfor sagpepht oyd knrgc U rhset an c
Requirements and Application Materi al

Before Taking Custody

R350. 3Amembasthall not assume custody of <c¢client money or
to do sw abnyd lian accordance with any condmday ons un
be taken.

R350. 4As part of <c¢client and engagement acceptance proce
of client monenye nbrs haaslsle:t s, a
(@ Make inquiries about the source of the assets;
() Consider related | egal and regulatory obligati

350. 4 IlAMlquiries about the msmgheeveeabf Etbremxampbetsthat
derived from illegal activities, such as money | a
be created and the3pwowvuil si appl gf Section

After Taking Custody

R350. 5SAmembemtrusted with money or other assets belongi

@ Comply with the | aws and regul ations relevant
asset s;
(b)) Keep the assets separ dtiedmsys eftrsom per sonal or

(c)Use the assets only for the purpose for which

(d)Be ready at all times to account for the asset:¢
generated, to any individuals entitled to that
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ON 360

RESPONDING TO NON-COMPLIANCE WITH LAWS AND REGULATIONS

Introduction

360.1

360.2

360.3

Me mbseare required to comply with the fundamental principles and apply the c oncept ual

f r a me seboutkn Section 120 to identify, evaluate and addresst hr eat s

A self-interest or intimidation threat to compliance with the principles of integrity and
professional behaviour is created when a me mb decomes aware of non-compliance or
suspected non-compliance with laws and regulations.

A me mb ewi g lkncounter or be made aware of non-compliance or suspected non-
compliance in the course of providing a professional service to a client. This section guides the
me mb i @assessing the implications of the matter and the possible courses of action when
responding to non-compliance or suspected non-compliance with:

(@) Laws and regulations generally recognised to have a direct effect on the determination
of material amounts andidiascli @dyamde st emenhe

(b) Other laws and regulations that do not have a direct effect on the determination of the
amounts and di scl ofsiurarsciianl , hehcemplahcecwith tghickh
mi g betfundamentaltothe operating aspects of the cl
continue its business, or to avoid material penalties.

Objectives of the Member in Relation to Non-compliance with Laws and Regulations

360.4

A distinguishing mark of the accountancy profession is its acceptance of the responsibility to
actinthep ub | i ¢ .When respanding to nhon-compliance or suspected non-compliance,
the objectives of the me mb are:

(&8 To comply with the principles of integrity and professional behaviour;

(b) By alerting management or, where appropriate, those charged with governance of the
client, to seek to:

() Enable them to rectify, remediate or mitigate the consequences of the identified or
suspected non-compliance; or

(i)  Deter the commission of the non-compliance where it has not yet occurred; and

(c) To take such further action as appropriateinthepub | i ¢ . i nt er est

Requirements and Application Material

General

360.5 Al

Non-compliance with laws and regulations ( i nmomp |l i anced) comprises
commission, intentional or unintentional, which are contrary to the prevailing laws or
regulations committed by the following parties:

(@ Adclient;
(b) Those charged with governance of a client;

(c) Management of a client; or
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(d)  Other individuals working for or under the direction of a client.
360.5 A2 Examples of laws and regulations which this section addresses include those that deal with:
Fraud, corruption and bribery.
Money laundering, terrorist financing and proceeds of crime.
Securities markets and trading.
Banking and other financial products and services.
Data protection.
Tax and pension liabilities and payments.

Environmental protection.

=A =4 =4 =4 -4 -4 -4 -

Public health and safety.

360.5 A3  Non-compliance mi gresult in fines, litigation or other consequences for the client, potentially
materially affectingitsf i nanc i al.Inportantly saehmans<ompliance mi g Have wider
publ i ¢ implicatomsersterms of potentially s u b st a nt todnvestdrsa creditors,
employees or the general public. For the purposes of this section, an act that causes
s ubst antisané thahrasults in serious adverse consequences to any of these parties
in financial or non-financial terms. Examples include the perpetration of a fraud resulting in
significant financial losses to investors, and breaches of environmental laws and regulations
endangering the health or safety of employees or the public.

R360.6 In some jurisdictions, there are legal or regulatory provisions governing how members
should address non-compliance or suspected non-compliance. These legal or
regulatory provisions might differ from or go beyond the provisions in this section.
When encountering such non-compliance or suspected non-compliance, the me mb e r
shall obtain an understanding of those legal or regulatory provisions and comply with
them, including:

(&) Any requirement to report the matter to an appropriate authority; and
(b)  Any prohibition on alerting the client.

360.6 A1 A prohibition on alerting the client mi g drise, for example, pursuant to anti-money laundering
legislation.

360.7 A1  This section applies regardless of the nature of the client, including whether or notitisap u b | i ¢
interest entity

360.7 A2 A me mb who encounters or is made aware of matters that are clearly inconsequential is not
reqguired t o c¢ omp Wketheri inditeris tldarty incorsequent@lris to be judged
with respect to its nature and its impact, financial or otherwise, on the client, its stakeholders
and the general public.

360.7 A3  This section does not address:
(@) Personal misconduct unrelated to the business activities of the client; and

(b)  Non-compliance by parties other than those specified in paragraph 360.5 Al. This
includes, for example, circumstances where a me mb bhas been engaged by a client to

91



THE CODE

perform a due diligence assignment on a third party entity and the identified or suspected
non-compliance has been committed by that third-party.

The me mb mr grevertheless find the guidance in this section helpful in considering how to
respond in these situations.

Responsibilities oThdkkea a@learegnegd amidt h Governance

360.8 A1 Management, with the oversight of those charged with governance, is responsible for ensuring
that the clientds business activities are conduc
Management and those charged with governance are also responsible for identifying and
addressing any non-compliance by:

(& The client;
(b)  Anindividual charged with governance of the entity;
(¢ A me mb ef management; or

(d)  Other individuals working for or under the direction of the client.

Re s p onistiibe d Memba&k |

R360.9 Whereame mb becomes aware of a matter to which this section applies, the steps that
the me mb ¢akes to comply with this section shall be taken on a timely basis. In taking
timely steps, the me mb shall have regard to the nature of the matter and the potential
harm to the interests of the entity, investors, creditors, employees or the general public.

Audiatnsd Re wifreiwsanci al St atement s

Refer to RB8GHIJRBPOs DFAX he NZAUASB's Professi,6mété and E
of Et hAiscssurfaonrce Pflhwrdeli ot diomeg rllnndeedpe n 8 b ad aNedws )Ze(al and)
(PES) 1

ProfessionaOt ISerr vti ltaeasn AukRl e wifFeiwsanci al St atement s

Obtaining an Understanding of the MatTlkRosendhadgdee@swi nk
Governance

R360.29 [Amended. Refer to NZ360.29]

NZ R360.291f a me mb engaged to provide a professional service other than an audit or review of
financial statements becomes aware of information concerning non-compliance or
suspected non-compliance, the me mb ehall seek to obtain an understanding of the
matter. This understanding shall include the nature of the non-compliance or suspected
non-compliance and the circumstances in which it has occurred or might be about to
occur.

360.29 A1 The me mb dsrexpected to apply knowledge and expertise, and exercise professional
judgment. However, the me mb is not expected to have a level of understanding of laws and
regulations beyond that which is required for the professional service for which the me mb e r
was engaged. Whether an act constitutes actual non-compliance is ultimately a matter to be
determined by a court or other appropriate adjudicative body.
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360.29 A2

R360.30

360.30 Al

360.30 A2

Communicating the Matter toAsher &Emec et FroactExt iecomal

R360.31

THE CODE

Depending on the nature and significance of the matter, the memb emi g ¢onhsult on a

confidential basis with others withinthe f i ,;a networkf | orenpr of e s s i ,conwith legél o d y

counsel.

If the me mb @dentifies or suspects that non-compliance has occurred or might occur,
the me mb eshall discuss the matter with the appropriate level of management. If the
me mb das access to those charged with governance, the me mb shall also discuss
the matter with them where appropriate.

The purpose of the discussion is to clarify the me mb e undesstanding of the facts and
circumstances relevant to the matter and its potential consequences. The discussion also
mi g prampt management or those charged with governance to investigate the matter.

The appropriate level of management with whom to discuss the matter is a question of
professional judgment. Relevant factors to consider include:

T The nature and circumstances of the matter.
The individuals actually or potentially involved.
The likelihood of collusion.

The potential consequences of the matter.

=A =4 =4 =4

Whether that level of management is able to investigate the matter and take appropriate
action.

[Amended. RefertoNZ R360. 31

NZ R360.311f the me mb ésrperforming a professional service other than an audit or review for:

R360.32

(@) An audit or review client of the firm; or
(b) A component of an audit or review client of the firm,

the me mb eshall communicate the non-compliance or suspected non-compliance
within the firm, unless prohibited from doing so by law or regulation. The
communication shall be made in accordance with thef i r prétecols or procedures. In
the absence of such protocols and procedures, it shall be made directly to the audit or
review engagement partner.

[Amended. Refer to NZ R360.32]

NZ R360.321f the me mb ésrperforming a professional service other than an audit or review for:

R360.33

(@) An audit or review client of a network firm; or
(b) A component of an audit or review client of a network firm,

the me mb shall consider whether to communicate the non-compliance or suspected
non-compliance to the network firm. Where the communication is made, it shall be made
in accordance with the network's protocols or procedures. In the absence of such
protocols and procedures, it shall be made directly to the audit or review engagement
partner.

[Amended. Refer NZ R360.33]
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