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There are many intersections between the Principles and the IESBA Code, and the Principles and the 

Code mutually support each other on many levels, including recognizing the fundamental role of ethics to 

trust in business and corporations, addressing the important role of auditors and other professional 

accountants in the corporate reporting ecosystem, recognizing that good governance and ethical behavior 

are mutually reinforcing, and having a shared focus on the wider stakeholder community and the public 

interest.  

I see, therefore, a wide opportunity for collaboration and profit from the significant synergies between the 

OECD and IESBA projects and mission, of which this response is an example. 

Below, I highlight several areas of interplay and mutual reinforcement between the proposed revised 

Principles and the IESBA Code, and suggest a few enhancements that would further recognize the strong 

connection between the Principles and the Code and the potential for mutually leveraging their impact. 

Ensuring the Basis for an Effective Corporate Governance Framework 

Proposed Principle I.C states that the division of responsibilities among different authorities and self-

regulatory bodies should be clearly articulated and designed to serve the public interest. 

First and foremost, to recognize that ethics standards, especially the IESBA Code, also play an important 

role in influencing corporate governance requirements and practices in many jurisdictions, I strongly 

recommend that an explicit reference be made to ethics standards in the discussion of this Principle: 

Corporate governance requirements and practices are typically influenced by an array of legal 

domains, such as company law, securities regulation, accounting, ethics and auditing standards, 

listing rules, insolvency law, contract law, labour law, tax law, as well as potentially international 

law. 

Ethical Leadership 

Proposed Principle V.C states that the board should apply high ethical standards. 

I could not agree more as, as consistent with the IESBA Code, this proposed Principle emphasizes the 

importance of ethics in business and in the leadership of a company. The IESBA Code plays an 

instrumental role in supporting the dissemination of the strong ethical behavior that is expected from 

professional accountants, including in their relationship with, and where applicable their participation 

among, those charged with governance within the organization. The Code imposes an obligation on all 

professional accountants to comply with five fundamental principles of ethics, namely integrity, objectivity, 

professional competence and due care, confidentiality, and professional behavior. Further, the Code sets 

a clear expectation that to the extent they are able to do so, taking into account their position and 

seniority, professional accountants encourage and promote an ethics-based culture in their organization.1 

However, professional accountants, including auditors, are only a part of the ecosystem of workers, 

contractors, agents and service providers who act for, or provide services to, the company. I therefore 

concur that the ethical culture of a company is strongly dependent on the tone set by the board and top 

executives. To the extent that professional accountants are members of the board or are top executives, 

the IESBA Code sets a strong expectation that they act as ethical leaders within their companies. 

Purpose-driven, ethical leadership, based on long-term vision, inclusion, and respect for the people within 

 
1 Paragraph 200.5 A3 of the IESBA Code 
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the organization and for the external stakeholders, is the cornerstone of an ethically driven culture in 

organizations and the fundamental condition for success.  

Conflicts of Interest 

Sub-Principle II.F.1 states that conflicts of interest inherent in related party transactions should be 

addressed. 

Both the Principles and the IESBA Code share a strong bond in that they address the need to avoid 

conflicts of interest. This goal is a vital part of one of the five fundamental principles in the IESBA Code 

– the fundamental principle of objectivity, which is defined as a responsibility “to exercise professional or 

business judgment without being compromised by: bias; conflict of interest; or undue influence of, or 

undue reliance on, individuals, organizations, technology or other factors.”2 Further, the IESBA Code 

contains comprehensive provisions addressing conflicts of interest for both professional accountants in 

business (PAIBs) and professional accountants in public practice (PAPPs), including auditors.3 

I therefore strongly support the proposals to strengthen the Principles in matters related to conflicts of 

interest, notably in the management of related party transactions, which may trigger significant ethical 

concerns and where auditors can play an important role when conducting an audit of financial statements 

or an assurance engagement on non-financial information; in the disclosure by members of the board and 

key executives of business interests, relationships or transactions involving the company; and in board 

members fulfilling their duty of loyalty to their company’s shareholders when the board members also 

have reporting obligations to other entities within the corporate group to which their company belongs. 

Tax Planning Strategies 

Proposed Principle I.H states that clear regulatory frameworks should ensure the effective oversight of 

listed companies within company groups. 

Principle V.C states that the board should apply high ethical standards. 

Proposed sub-Principle V.D.2 states that the board should fulfill certain key functions, including reviewing 

and assessing risk management policies and procedures. 

Related party transactions are especially relevant in the context of company groups, which present many 

unique and sensitive challenges, especially if the group structure is not transparent due to its complexity 

and geographical dispersion. Complex and opaque structures of company groups may give rise to many 

issues, including tax planning issues with potential adverse commercial and reputational consequences 

for the group, and negative, and sometimes notorious, impacts for the shareholders and stakeholders.  

I therefore strongly support the express reference to tax planning strategies in the new Principle I.H; the 

recognition in Principle V.C that jurisdictions are increasingly demanding that boards oversee tax planning 

strategies; and the reference in sub-Principle V.D.2 to tax management and tax compliance as additional 

risks that companies’ policies and procedures need to address. Ethical tax planning activities, and the 

role of PAIBs and PAPPs in those activities, is a high-priority area for the IESBA and play a major role not 

only in restoring trust and confidence from investors and the wider stakeholder community, but also in 

putting in practice sustainable governance and ethical corporate conduct.  

 
2 Paragraph R112.1 
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The IESBA’s tax planning task force is developing an ethical framework to guide PAIBs and PAPPs in 

exercising judgments when navigating the complexities and uncertainties of tax planning and deciding on 

the appropriate course of action in the circumstances. I expect that the IESBA will approve an exposure 

draft on tax planning and related services at its December 2022 board meeting and I invite dialogue 

between the IESBA and the OECD on this project as it evolves over the coming year. 

Role of the External Auditor 

Revised Principle IV.C states that an annual audit should be conducted by an independent, competent 

and qualified auditor in accordance with high quality international auditing standards in order to provide 

reasonable assurance to the board and shareholders that the financial statements represent fairly, in all 

material respects, the financial position and financial performance of the company. 

Principle IV.D states that external auditors should be accountable to the shareholders and owe a duty to 

the company to exercise due professional care in the conduct of the audit. 

I appreciate the Principles expressly addressing the role of the auditor and its relationship with the 

management and supervisory bodies of the company. Auditors play the crucial role of gatekeeper in 

corporate reporting and the work they carry out serves to protect the interests of shareholders and 

ultimately market integrity and trust. The public interest inherent to the role of auditors is therefore 

undeniable.  

I therefore strongly support the revisions being proposed to Principles IV.C and IV.D, which reinforce the 

public interest nature of the auditor’s role, the fundamental importance of auditor independence and the 

related tasks and responsibilities of audit committees, and the usefulness of a direct channel of 

communication between the auditor and the company’s shareholders.  

Concerning the revisions to Principle IV.C, I strongly recommend that the OECD make explicit reference 

to international ethics (including independence) standards alongside international auditing standards: 

IV.C An annual audit should be conducted by an independent, competent and qualified auditor in 

accordance with high quality international auditing and ethics (including independence) standards 

in order to provide reasonable assurance to the board and shareholders that the financial 

statements represent fairly, in all material respects, the financial position and financial 

performance of the company. 

Besides establishing principles and related provisions addressing the mindset and behaviors of 

professional accountants, including auditors, the IESBA Code includes an entire part (Part 4A – 

Independence for Audit and Review Engagements) that contains the International Independence 

Standards (IIS) applicable to audits of financial statements. The IIS address comprehensively various 

issues that may threaten auditor independence such as financial interests, business and employment 

relationships, fees, gifts and hospitality, long association with an audit client, and the provision of non-

assurance services to an audit client.  

Sustainability  

Proposed sub-Principle VI.A.3 states that governance over and disclosure of sustainability matters, 

financial reporting and other corporate information should be connected.   

Proposed sub-Principle VI.A.4 states that if a company publicly sets a sustainability-related goal or target, 

the disclosure framework should ensure that verifiable metrics are disclosed to allow investors to assess 
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the credibility and progress toward meeting the announced goal or target. 

I strongly support the prominence given to sustainability throughout this revision of the Principles, 

especially the emphasis given to the topic in Chapter IV, focusing on “disclosure and transparency,” and 

the proposal to add a new Chapter VI to the Principles dedicated to “sustainability and resilience.”  

The reporting and assurance of sustainability information are a strategic priority for the IESBA. Ensuring 

that investors, customers, employees, creditors, suppliers, government agencies and other stakeholders 

have access to transparent, reliable and comparable sustainability information – in addition to financial 

information of equally high quality, and addressing the interconnections between the two – is essential to 

maintaining trust in capital markets and the financial system in general as well as supporting stakeholders 

in pursuing their capital allocation and/or sustainability-related goals.  

Recognizing that ethics standards are the third pillar to the international standards infrastructure needed 

to support transparent, relevant and trustworthy sustainability reporting, the IESBA has committed to 

developing timely, fit-for-purpose global ethics (including independence) standards for sustainability 

reporting and assurance, in close coordination with the International Sustainability Standards Board 

(ISSB) and the International Auditing and Assurance Standards Board (IAASB). In this regard, both the 

International Organization of Securities Commissions (IOSCO) and the Financial Stability Board (FSB) 

recently announced their support for the IESBA to develop profession-agnostic ethics (including 

independence) standards for sustainability assurance engagements.  

I therefore strongly support the proposals related to sustainability, particularly those addressing the 

prevention of the so-called “greenwashing.” Greenwashing is fundamentally an ethical issue and in this 

regard, IESBA Staff recently issued a publication highlighting the relevance and applicability of the IESBA 

Code in combatting greenwashing. In this context, I suggest that the importance of a strong ethical culture 

be explicitly recognized in the discussion of sub-Principle VI.A.3: 

VI.A.3 To improve the credibility and reliability of sustainability information, effective governance, 

a strong ethical culture, and internal controls are needed. 

I see great merit in the new sub-Principle VI.A.4 because it ultimately makes companies accountable for 

the information they disclose. Investors should be able to clearly verify the progress being made on the 

goals that a company has set forth, otherwise, there is a great risk that the company is just defining good 

intentions but not acting on them, or worse, misleading its shareholders and stakeholders. One way to 

mitigate greenwashing and communicate transparently may be as simple as a company defining a 

roadmap, setting forth the current situation and what actions it is going to deploy to achieve certain results 

by a certain timeframe, and then periodically reporting on the progress.  

The new sub-Principle VI.A.5 also closely relates to the IESBA’s strategic commitment regarding 

sustainability as it deals with the provision of sustainability assurance. An important part of the IESBA’s 

work in this field is how best to respond to the call for profession-agnostic standards with respect to 

sustainability assurance. As with financial reporting, the credibility of sustainability information is 

enhanced by external assurance, provided by professionals committed to the public interest and the 

highest ethics standards. I therefore strongly recommend that a reference to ethics be added to sub-

Principle VI.A.5:  

VI.A.5. Phasing in of requirements should be considered for annual assurance attestations by an 

independent, competent and qualified assurance service provider in accordance with high quality 

https://www.ethicsboard.org/publications/ethics-considerations-sustainability-reporting
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international assurance and ethics (including independence) standards in order to provide an 

external and objective assessment of a company’s sustainability disclosure. 

The Responsibilities of the Board 

Revised sub-Principle V.E.2 states that boards should consider setting up specialised committees to 

support the full board in performing its functions, in particular the audit committee – or equivalent body – 

for overseeing disclosure, internal controls and audit-related matters. Other committees, such as 

remuneration, nomination or risk management, may provide support to the board, depending upon the 

company’s size, structure, complexity and risk profile. Their mandate, composition and working 

procedures should be well defined and disclosed by the board which retains full responsibility for the 

decisions taken. 

Proposed Principle VI.A.3 states that governance over and disclosure of sustainability matters, financial 

reporting and other corporate information should be connected.   

Besides preparing financial and non-financial information and providing audit, review or assurance 

services on that information, professional accountants can also play an important role in the internal 

governance of companies, notably when they are members of board committees. 

In many jurisdictions, professional accountants, including those trained as auditors, are members of the 

audit committee. This committee plays a crucial role in the internal system of checks and balances of a 

company. It discharges this role by overseeing the company’s internal control system as well as its 

financial reporting process, and liaising with the external auditor who will audit the financial statements. 

Within this liaison duty, the audit committee oversees the external auditor’s independence, notably in 

terms of other services provided to the company (the permissibility of which is subject to the 

independence provisions of the IESBA Code), potential economic dependence of the auditor (which is 

addressed under the fee-related provisions of the Code), and the need for rotation (which is addressed 

under the long association provisions of the Code). Given their skills and experience, professional 

accountants can also add value to the composition of other specialized committees, such as risk 

committees or sustainability committees.  

I believe that the proposed amendments to sub-Principle V.E.2 are aligned with a flexible and proportional 

approach that allows jurisdictions – and especially companies, depending on their size and economic 

activity – to consider whether existing committees can integrate emerging challenges (e.g., technology 

and sustainability) or whether new committees need to be established to deal with such challenges.  

Even though I appreciate that establishing different committees allows a deeper analysis of the issues at 

stake and avoids committee overload (notably, of the audit committee), I highlight the risk that companies 

that decide to establish many specialized committees fall into the “silo mentality” trap. This could happen, 

for example, in companies that set up sustainability committees that end up not liaising with the other 

committee(s) entrusted with risk management and financial reporting. The fact that the board retains 

oversight and accountability relating to the matters allocated to each specialized committee may not be 

enough to overcome this problem, since some issues can only be identified at a deeper level and/or 

require the knowledge of outside experts or counsels that assist the committees, and thus may go 

unnoticed when they reach the board level.  

The “silo mentality” can represent a serious shortcoming for companies, especially in sustainability 

matters. Sustainability information needs to be analyzed and considered together with financial 
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information because investors need to be aware of how both perspectives interconnect. Only when both 

sustainability information and financial information are taken together can they provide the full picture of 

the company and of how its business affects (positively or negatively) the community it integrates. Even 

though this idea is present in sub-Principle VI.A.3, I suggest that a broader reference to the need for 

specialized committees actively liaising with each other is added to sub-Principle V.E.2.  

 

Should you wish to discuss my comments further, please contact me at gabrieladias@ethicsboard.org or 

Ken Siong, IESBA Program and Senior Director, at kensiong@ethicsboard.org.   

 

With my best personal regards, 

 

Gabriela Figueiredo Dias  

IESBA Chair 

 

 

 

cc: Caroline Lee, Deputy Chair, IESBA 

 Prof. Jens Poll, Board member, IESBA  

 James Gunn, Managing Director, Professional Standards 
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