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• Understanding the Code of Professional Conduct

• Independence Rules for CPAs Including Non-Attest Services

• Recent Interpretations

• Other Guidance, Tools and Aids
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The AICPA Code of 

Professional Conduct
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• Promote and maintain high standards of practice.

• AICPA and state CPA societies have codes of conduct.

• Helps preserve the reputation of the profession and protect the public’s 

interest.

• State accountancy boards issue licenses to practice public accounting.
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1. KPMG Bermuda fined by PCAOB

2. SEC Says $50 Million Fine for KPMG is ‘Significant’ and ‘Appropriate’

3. PwC Mexico fined on Independence of Auditors

4. PwC Fined $7.9 Million by the SEC

5. KPMG & PCAOB Scheme

6. Who can forget Arthur Andersen
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It all started when The Public Company Accounting Oversight Board (PCAOB) decided to inspect the auditing 

firm in May 2015.

Damion Henderson was head of KPMG Bermuda’s Ethics and Independence (E & I) Department during 2014 

and 2015.  At the time, the department’s quality control policies and procedures required that the firm personnel 

execute written independence confirmations, or independence affidavits, periodically during their employment at 

the firm.  The completed, hard-copy documents are then reviewed and signed off by a senior manager, who then 

would give the independence affidavits to Henderson to initial and approve.

In October 2014, those documents went missing.  KPMG found out that the PCAOB inspectors would be coming 

in May 2015.

Because of that, the E & I department asked employees to re-execute the affidavits and to backdate the re-

executed affidavits to approximate the date that they had signed the originals.  Most employees complied and 

returned these documents to the E & I Department.

Of course, the PCAOB found out and fined Damion Henderson $10,000.  KPMG was criticized and fined 

$250,000 for failing to establish and maintain a system of quality control to provide reasonable assurance that 

the firm personnel would comply with applicable professional standards and the firm’s own standards of quality.

6



In 2015, KPMG held exams to train employees on an internal server with software provided by a 3rd party. The 

participants were sent hyperlinks that directed them to the exams. Embedded in the hyperlink was an instruction 

to the server that specified the score necessary to pass the exam.  Thus, the characters “Mastery Score=70” 

meant participants were required to answer at least 70 percent of the answers accurately to pass the exam.  By 

changing the number in the hyperlink, audit professional could change the score required to pass.

Certain audit professionals, including one partner, altered the URLs for their exams to lower the scores required 

to pass.  Twenty-eight of these auditors did so on four or more occasions.  Certain audit professionals lowered 

the required score to the point of passing exams while answering less than 25 percent of the questions correctly.

These professionals even shared exam answers with one another. A number of audit partners gave exam 

answers to other partners, and also sent answers to and solicited answers from their subordinates.

Seven Peikin, SEC co-director of enforcement, said the SEC views this as “an extraordinary situation that 

warrants an extraordinary response.  KPMG has admitted the conduct detailed in the commission’s order.  It will 

pay a $50 million penalty and it’s being ordered to take significant remedial actions to improve its ethics and 

integrity.”  
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An auditor must maintain independence in both fact and appearance. It could be that 

PwC forgot this when it took over in fiscal year 2016 as the auditor of one of the 

largest financial services holding companies in Mexico.

It just so happened that the time the engagement letter was signed, at least six of 

PwC Mexico’s partners had a personal financial relationships with that bank, Banco 

Santander Mexico. That’s a no-no under the auditor independence rules, as the 

PCAOB found the partners’ ties to the bank as “inconsistent with a firm’s obligation 

to maintain independence from its audit client.”

So, the PCAOB fined PwC Mexico $100,000 for violating rules and standards related 

to PwCs independence, audit committee communications, and system of quality 

control.
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PwC got busted by the SEC for also doing non-audit work for audit clients, which 

pretty much reinforces just how shady accounting firms can be.

PwC agreed to pay the SEC more than $7.9 million to settle charges of improper 

professional conduct and violating auditor independence rules, which were mostly 

due to failures in PwC’s independence-related quality controls.

In addition, PwC partner Brandon Sprankle agreed to pay a penalty of $25,000 to 

settle charges that he was the ringleader of the firm’s independence violations.  As 

part of the settlement, Sprankle, who is based in San Jose, CA, was suspended 

from appearing or practicing before the SEC, with a right to reapply for reinstatement 

after four years.
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In October 2019, David Britt admitted guilt for participating in a scheme to steal confidential audit inspection 

information from the PCAOB. All of the five ex-employees are examples of failed ethical leadership in public 

accounting.

They all have either pleaded guilty or have been found guilty by the jury.  KPMG will pay a $50 million fine.

They all had obtained confidential data and lists that contained details about the audits that PCAOB was going to 

review. Using this information, these ex-executives tried to improve the results of those firm’s audits. Independent 

reviews of accounting firm audits exist to ensure their integrity and accuracy.

Cynthia 

Holder

A former PCAOB inspections leader who 

later worked as an executive director at 

KPMG

Sentenced to eight months in federal prison in 

2019.  She was ordered to report to prison 

October 15, 2019

One count of conspiracy to commit 

wire fraud, and two counts of wire 

fraud.

David 

Middendorf

Former national managing partner for audit 

quality and professional practice at KPMG

Sentenced to one year and one day in federal prison. Convicted by a jury on 3 counts of wire 

fraud and one count of conspiracy to 

commit wire fraud.

Thomas

Whittle

National partner-in-charge of inspections at 

KPMG

Sentenced to two years of supervised release with no 

prison time, mainly by testifying against Britt

Wire fraud and conspiracy charges as 

part of a plea agreement.

Brian Sweet Ex-KPMG partner Three years probation and “significant” restitution. Conspiracy and wire fraud.  Plea 

agreement.



Founded in Chicago in 1913, for many years Arthur Andersen’s name was 

synonymous with trust, integrity, and ethics. However, high-profile bankruptcies of 

clients such as Enron and WorldCom capped a string of accounting scandals that 

eventually cost investors nearly $300 billion and lost jobs for hundreds of 

employees.  As a result, the Chicago-based accounting firm closed its doors in 2002 

after 90 years of business.  Much of the issues in the firm came from the firm linking 

its consulting business in a cooperative relationship with its audit arm.  This in turn, 

compromised its independence.
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ET section X.XXX.XXX.XX

In this presentation, we will only use the numerical portion of the citation.

The single digit identifies 

the part of the code.

These 3 digits represent 

the topic.
These 3 digits represent 

the subtopic.

The double digits 

identify the paragraph.
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0.100 Overview of the Code of Professional Conduct

0.200 Structure and Application of the AICPA Code

0.300 Principles of Professional Conduct

0.400 Definitions

0.500 Non-authoritative Guidance
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0.600 New, Revised, and Pending Interpretations and Other Guidance

0.700 Deleted Interpretations and Other Guidance
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0.300 Principles of Professional Conduct

0.300.010 Preamble

0.300.020 Responsibilities

0.300.030 The Public Interest

0.300.040 Integrity

0.300.050 Objectivity and Independence

0.300.060 Due Care

0.300.070 Scope and Nature of Services
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1.000 Introduction

1.100 Integrity and Objectivity

1.200 Independence

1.300 General Standards

1.310 Compliance With Standards

1.320 Accounting Principles
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1.400 Acts Discreditable

1.500 Fees and Other Types of Remuneration

1.600 Advertising and Other Forms of Solicitation

1.700 Confidential Information

1.800 Forms of Organization and Name
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2.000 Introduction

2.100 Integrity and Objectivity

2.300 General Standards

2.310 Compliance With Standards

2.320 Accounting Principles

2.400 Acts Discreditable
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• Not always bright line 

• Apply professional judgment

• Think critically

• Appearance of independence

• Conflict of interest

• Conceptual framework
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• Big picture approach

• Consider stakeholders

• Others’ views
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• Two frameworks for members in public practice

• One framework for members in business

• A systematic approach for identifying and evaluating threats

• May not override a rule by coming to a different conclusion using the 

conceptual framework

• Not optional
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• Acceptable level — A level at which a reasonable and informed third party who 

is aware of the relevant information would be expected to conclude that a 

member’s compliance with the rules is not compromised.

• Safeguards — Actions or other measures that may eliminate a threat or reduce 

a threat to an acceptable level. 

• Threats — Relationships or circumstances that could compromise a member’s

compliance with the rules.
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• Adverse interest

• Advocacy

• Familiarity

• Self-interest

• Self-review

• Undue influence
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• Not all threats are the same.

• Determine if a threat is acceptable. 

• Consider both qualitative and quantitative factors. 

• Conclude and communicate. 

• Apply safeguards, if required.
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• Applies when a member in public practice or in business encounters:

• obstacles to following an appropriate course of action due to internal or 

external pressures, or 

• conflicts in applying relevant professional and legal standards. 
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• Consider:

• Relevant facts and circumstances, including applicable rules, laws, or 

regulations;

• Ethical issues involved; and

• Established internal procedures.

• Consultation and documentation can be critically important. 
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• It is important to distinguish conflicts of interest from independence.

• Certain professional engagements require independence. 

• Members cannot override independence requirements by applying conflict of 

interest interpretation instead.

• Some independence rules refer the member to conflict of interest 

interpretation as an additional consideration.
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• CPA firm prepares valuations of assets for two clients who are in an 

adversarial position with respect to those assets.

• CPA firm represents two clients concurrently regarding the same legal matter 

(partnership dissolution, etc.). 

• CPA firm advises XXX to invest in ZZZ and the engagement partner’s spouse 

has a financial interest in ZZZ.
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Independence Rules 
for CPAs



• Independence is the cornerstone of public accounting.

• Understanding independence is important for all members.  Includes 

independence of mind and independence in appearance.

• Definitions are not absolutes.  All threats are required to be reduced to 

an acceptable level.
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• Attest client — A person or entity with respect to which a member performs an 

attest engagement. 

• Attest engagement — An engagement that requires independence, as set 

forth in the AICPA Statements on Auditing Standards (SASs), Statements on 

Standards for Accounting and Review Services (SSARSs), and Statements on 

Standards for Attestation Engagements (SSAEs). 
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• Attest engagement team — Those individuals participating in the attest 

engagement, including those who perform concurring and engagement 

quality reviews. The attest engagement team includes all employees and 

contractors retained by the firm who participate in the attest engagement, 

regardless of their functional classification (for example, audit, tax, or 

management consulting services). 
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• AICPA — All AICPA members and others performing audits under generally 

accepted auditing standards (GAAS) or other attest services

• State Accountancy Boards — All licensees (including via mobility rules) 

practicing under a state board’s jurisdiction

• SEC and PCAOB 

• Public companies filing reports with the SEC

• SEC registered broker-dealers, hedge funds, investment advisers
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• CFTC — Audits of futures commission merchants comply with independence 

requirements applicable to non-issuer broker-dealer audits

• GAO — Attest services under government auditing standards

• DOL — Audits of employee benefit plans subject to ERISA
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• FDIC or other banking agencies — Policy statements on independence 

including internal audit, SOX, and indemnification

• NAIC — Model Audit Rule incorporates several aspects of the SEC’s 

independence requirements

• IESBA – Global code that serves as the foundation for member body codes 

throughout the world

• EC — Audit and independence rules for European Union
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• Independence in fact and appearance

• Period of the professional engagement

• Period covered by the financial statements

• Financial Interests — Independence required during the professional 

engagement.

• Nonattest services, business, and employment relationships — Independence 

required during the professional engagement and period covered by financial 

statements.
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• Breach of an independence interpretation — Guidance on steps to take if 

member identifies breach of independence rule

• Address consequences

• Exercise professional judgment

• Reasonable and informed person
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• Threats and safeguards approach used for independence for many years.

• Identify threats

• Are threats significant? 

• If significant, could safeguards reduce or eliminate? 

• Threats must be at “acceptable level” or independence is impaired.

• If a rule applies, do not apply conceptual framework, which is intended to 

address situations where no rule exists.
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• Key terms:

• Acceptable level

• Safeguards

• Threats

• Impaired — In connection with independence, to effectively extinguish 

independence

When a member’s independence is impaired, the member is not 

independent. 
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• Safeguards created by the profession, legislation, or regulation

• Safeguards implemented by the attest client

• Safeguards implemented by the CPA firm
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• The facts and circumstances specific to a particular situation; 

• The proper identification of threats;

• Whether the safeguard is suitably designed to meet its objectives;

• The party or parties that will be subject to the safeguard;

• How the safeguard is applied;

• The consistency with which the safeguard is applied; and

• Who applies the safeguard.
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• Members must be independent of attest clients and certain affiliates of financial 

statement attest clients.

• Affiliate 

• Defined by the code

• Include entities related to the client that involve control or significant 

influence

o Control relationships (per FASB; generally over 50%)

o Significant influence relationships (per FASB; generally 20%–50%)

o Employee benefit plans (control or significant influence)
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• Nonattest services provided to an affiliate that do not threaten independence 

with respect to the attest client under the “Conceptual Framework for 

Independence” — for example, self-review or management participation 

threats

• A covered member’s subsequent employment with an affiliate that does not 

result in a key position with the attest client

• Note:  Interpretation does not apply to state or local government bodies, 

which are covered under a separate interpretation under the code.
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• Advisory services (be careful here)

• Appraisal, valuation, or actuarial services 

• Benefit plan administration services 

• Bookkeeping, payroll, and other disbursement services 

• Business risk consulting services 

• Corporate finance consulting services 

• Executive or employee recruiting services 
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• Forensic accounting services 

• Hosting services

• Information systems design, installation, or integration services 

• Internal audit services 

• Investment advisory or management services 

• Tax services 
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• The Information System Services Interpretation was released in June 2019

and undated in November of 2021. The revised interpretation had an effective

date of January 1, 2021 but now has an effective date of January 1, 2023.

Our next example will be one that directly relates to this interpretation and is

timely based on some of the work we are currently doing.
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• True or False - Your firm is engaged to assist the client with implementing

FASB’s new lease accounting standard. The firm provided the attest client

with a firm-developed tool to calculate the operating lease costs under the

leasing standard. If the tool performs a discrete calculation, the tool meets

the exception criteria and is not considered an FIS (Financial Information

System).
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• Answer – The correct answer is: False. The Code’s revised “Information Systems Services” interpretation (ET

§1.295.145), paragraph .03a, explains that in order for a tool to meet the discrete tool exception, two other criteria must be

met in addition to the discrete calculation. The three criteria are:

• • The tool performs only discrete calculations. In this example, the tool only calculates the operating lease costs.

• • The attest client evaluates and accepts responsibility for the input and assumptions. Members should use their

professional judgment to determine if this criterion is met. In making this determination, members may wish to

consider whether the attest client determines the inputs or can articulate why the inputs used are appropriate.

• • The attest client has sufficient information to understand the calculation and the results. Members should use their

professional judgment to determine if this criterion is met. The following factors may help members to make the

determination: Whether the attest client can do the calculation another way and receive the same answer or whether

the attest client has sufficient information to obtain a general understanding of the calculation the tool performs.

• The determination of the discrete tool exception could also fall into a gray area, depending on the complexity of the

calculation and sophistication of the client. You will need to use your professional judgment.
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Independent CPA responsibilities The client’s responsibilities

Establish and document in writing the 

understanding with the client regarding:

• Objectives of the engagement,

• Services to be performed,

• Member’s responsibilities,

• Client’s acceptance of responsibilities, and

• Any limitations of the engagement.

• Accepting responsibility for the services,

• Designating an individual, preferably within senior 

management, who possesses suitable skill, 

knowledge, or experience to oversee the service,

• Evaluating the adequacy and results of the 

services performed, and

• Making management decisions and assuming all 

management responsibilities.
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• Management responsibilities involve leading and directing an entity.

• Examples:

• Setting policy or strategic direction

• Directing or accepting responsibility for actions of employees

• Authorizing, executing, or consummating transactions

• Preparing source documents

• Having custody of an attest client’s assets

• Deciding which recommendation of the member to implement

• Reporting to those charged with governance on behalf of management

50



• Engagement letter or another type of document

• Failure to document does not affect independence but would be considered a 

compliance issue
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What if identified threats are so significant that no safeguards will eliminate 

the threat or reduce it to an acceptable level?

Options:

• Decline to perform

• Discontinue professional services

• Terminate relationship

• Dispose of interests
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• Authorizing, executing or consummating a transaction, or otherwise exercising authority on behalf 

of a client or having the authority to do so;

• Preparing source documents, in electronic or other form;

• Having custody of client assets;

• Supervising client employees in their normal recurring activities; 

• Determining which recommendations should be implemented;

• Reporting to the board of directors on behalf of management;

• Serving as a client's stock transfer or escrow agent, registrar, general counsel or its equivalent; 

and

• Establishing, maintaining, or monitoring internal controls.

53



• Self-review threat – Members reviewing as part of an attest engagement evidence that results from their own, or their

firm’s, nonattest work such as, preparing source documents used to generate the client’s financial statements.

• Advocacy threat – Actions promoting an attest client’s interests or position.

• Adverse interest threat – Actions or interests between the member and the client that are in opposition, such as,

commencing, or the expressed intention to commence, litigation by either the client or the member against the other.

• Familiarity threat – Members having a close or longstanding relationship with an attest client or knowing individuals or

entities (including by reputation) who performed nonattest services for the client.

• Undue influence threat - Attempts by an attest client’s management or other interested parties to coerce the member 

or exercise excessive influence over the member.  

• Financial self-interest threat - Potential benefit to a member from a financial interest in, or from some other financial 

relationship with, an attest client. 

• Management participation threat - Taking on the role of client management or otherwise performing management 

functions on behalf of an attest client.
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• An attest client requests information previously provided by the member.

Does that meat that the member is providing hosting services?
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It depends. Members should evaluate the specific facts and circumstances to

determine whether the request indicates that the attest client is relying on the

member to maintain the attest client’s data or records. If the member determines the

attest client is relying on the member, the member would be providing hosting

services if the member continues to provide the client with such records. For

example, if an attest client makes repeated requests for a copy of a tax return, one

could conclude the attest client is relying on the member to maintain its records, and

the member would be providing a de facto nonattest hosting service by providing the

requested tax return repeatedly. On the other hand, if the attest client asks the

member to provide a copy of a document (such as a tax return) to a lending

institution to expedite a loan approval, accommodating the attest client’s request

may not indicate the attest client is relying on the member to maintain its records.
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• Is there any language that could be added to engagement letters (attest or

nonattest) to clarify that a member’s firm cannot accept responsibility for

maintaining an attest client’s data and records?
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Yes. Your firm could consider adding the following sample language to attest client

engagement letters for either attest or nonattest services:

As an attest client [or affiliate of an attest client2 ], [firm name] cannot store

your documents, data, or records on your behalf because doing so will impair

[firm name]’s independence. This is in accordance with the “Hosting Services”

interpretation (see ET sec. 1.295.143) of the AICPA Code of Professional

Conduct. [Client name] is solely responsible for maintaining its own data and

records.
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• What does “suitable skill, knowledge, and/or experience” mean in the

context of the interpretations of the “Nonattest Services” subtopic (ET sec.

1.295)?
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“Suitable skill, knowledge, and/or experience” means that the individual designated by the attest client

to oversee the nonattest service has the ability to understand the nature, objective, and scope of the

nonattest service. Overseeing the service does not require that the individual designated by the attest

client must supervise the member in the day-to-day rendering of the services. The requirement for an

individual designated by the attest client to possess suitable skill, knowledge, and/or experience does

not, however, require that the individual possess the expertise to perform or re-perform the services.

Rather, the individual should agree on the nature, objective, and scope of the services; receive

periodic progress reports when appropriate; make all significant judgments; evaluate the adequacy

and results of the service; accept responsibility for the service results; and ensure that the resulting

work product meets the agreed-upon specifications. The skill, knowledge, and/or experience needed

will vary depending on the nature of the nonattest service. For example, the skill, knowledge, and/or

experience needed to oversee a payroll service may significantly differ than the skill, knowledge,

and/or experience needed to oversee a complex tax service.
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• Which factors should a member consider in determining whether the

individual designated by the attest client to oversee the nonattest service

possesses suitable skill, knowledge, and/or experience?
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In assessing whether the individual designated by the attest client has suitable skills, knowledge, and/or experience to oversee

a nonattest service, the member might consider the following factors as they pertain to the individual:

• Understanding of the nature of the service

• Knowledge of the attest client’s operations

• Knowledge of the attest client’s industry

• General business knowledge

• Level of education

• Position at the attest client

Some factors may be given more weight than others, depending on the nature of the service. For example, although the level

of education attained by the individual can be one indicator of his or her skills and/or knowledge, it is not necessarily true that

the more formal education the individual possesses, the more able he or she would be to oversee the nonattest service. If the

individual understands the nature of the service and possesses a sufficient knowledge of the attest client’s business and

industry, he or she may have the skills, knowledge, and/or experience to oversee the service, regardless of the level of

education that he or she possesses. For example, most small business owners know their company’s operations and financial

position better than anyone, and they understand the services they need from the member and what those services are

intended to accomplish. Because they are the owners of the business, they regularly make important decisions about all

matters affecting their business. Accordingly, members might conclude that those individuals would possess the necessary

skills, knowledge, and/or experience to understand the services being performed; make any management decisions; and

determine whether the results of the services meet the agreed-upon specifications.
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Recent 
Interpretations
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• Staff Augmentation

• Beneficially owned 

• Client Affiliates 

• Loans/loans with financial institutions

• Immediate family members

• Unpaid fees

• Accounting standards implementation services
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• New interpretations “Responding to noncompliance with laws and regulations” 

(ET sec.1.170.010 and 2.170.010)

• Revised interpretation “Ethical Conflicts” (ET sec. 1.000.020 and 2.000.020)

• Note:  PEEC deferred the effective date of the revised independence 

interpretation, “Information Systems Services” (ET sec. 1.295.145 until 

January 1, 2023, with early implementation allowed.
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• Adopted February 2021 – PEEC adopted independence interpretation to 

address "staff augmentation arrangements”

• Staff augmentation – nonattest service in which the audit firm (attest client) 

lends staff to the client to perform certain activities. 

• Attest client does not direct or supervise the actual performance of the activities.

• Possible familiarity, management participation, advocacy, and self-review 

threats.

• Generally precluded except under limited conditions.
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• Unexpected situation creates significant hardship for client to make other 

arrangements AND

• Several safeguards are met.
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•Arrangement lasts 30 days or less

•Not expected to reoccur

•Loaned staff do not participate in and cannot influence attest 

engagement

•Permissible under “Nonattest Services” subtopic

•Client designates suitable person to oversee loaned staff activities
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Clarify: 

“Beneficially owned” can include interest held by record holder.

Client affiliates exemption that allows covered member to have loan 

with person associated with affiliate of attest client

Persons associated with attest client who have loan with covered 

members

Expand: Types of personal loans with financial institution that are 

permissible or can be grandfathered
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Clarify that covered members should consider materiality of both loans 

AND financial interests held in aggregate.

Expand situations where company’s acquisition (et al) with attest client 

creates new affiliate relationship.

Effective December 31, 2022. Early implementation permitted.
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Unpaid fees exist when attest client owes fees for previously 

rendered professional services.

Extant code = “bright line” test of one year or more

Revision adopts a more principles-based approach.

Unpaid fees may create self-interest or undue influence 

threats.
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When fees significant to covered member + relate to services provided more than 

one year ago, independence is impaired. 

Other situations require judgment. The interpretation provides

•factors to consider when evaluating threats and

•examples of possible safeguards. 

Effective December 31, 2022. Early implementation permitted.
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New interpretation

Assist attest client with planning and executing implementation of 

accounting standard

Possible self-review or management participation threats
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Member must comply with the General Requirements for Performing Nonattest 

Services interpretation, which requires

•avoidance of management responsibilities,

•client delegation of competent person to oversee engagement and make all 

decisions and judgments, and

•documentation of agreement.
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A member may

•develop and provide training to attest client personnel on the effects of the 

standard,

•assist management in drafting implementation strategies or methods used to 

implement the accounting standard, and

•provide recommendations related to existing or new information technology 

systems.
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The member could not

•lead implementation project team at the attest client,

•make decisions on how to implement the accounting standard, or

•set policy or procedures related to the accounting standard.

Effective December 31, 2022. Early implementation permitted.
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• In 2016, IESBA standard, Responding to Non-Compliance with Laws and 

Regulations (NOCLAR)

• Framework guides professional accountants on how to respond when 

confronted with noncompliance laws or regulations.  
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• NOCLAR – noncompliance with laws or regulations committed by either client 

or employer

• Directly affects material amounts and disclosures in financial statements

• Compliance is fundamental to business operations or to avoid material 

penalties
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• If a professional accountant concludes that a client or employer is committing 

NOCLAR, he or she should disclose the matter to the appropriate members of 

management. 

• If parties do not address the matter and the accountant believes there’s 

significant threat of substantial harm to the public, there’s the right to disclose 

the matter to a governmental body for investigation. 
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•PEEC adopted two new NOCLAR interpretations under Integrity and 

Objectivity Rule.

•Applies to members in public practice and in business.
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Provisions depend on whether or not member performs a financial statement 

audit or review

When the member provides audit or review services, the requirements are as 

follows: 

1. Obtain understanding.

2. Discuss matter with management/governance body.

3. Advise client to take appropriate action.
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4. Evaluate management and governance body’s response.

5. Consider withdrawal if permitted under law or regulation.

6. Document relevant details.
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Requirements are as follows: 

1. Obtain understanding.

2. Discuss matter with management/governance body.

3. Advise client to take appropriate action.

4. Communicate NOCLAR to auditor if within same firm or network.

5. Member encouraged to document relevant details.
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Greater expectations for professionals in senior role to take action due to greater 

ability to influence

Requirements are as follows: 

1. Obtain understanding.

2. Discuss matter with supervisor (or higher, if supervisor involved).

3. Discuss with governance body.

4. Disclose to auditor, if any.
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5. Evaluate management and governance body’s response 

6. Determine if further action needed, for example:

—Resign

— Inform parent co

—Report NOCLAR 

7. Member encouraged to document relevant details
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Requirements are as follows: 

1. Obtain understanding.

2. Discuss matter with supervisor (or higher, if supervisor involved). 

3. Disclose to auditor, if any.

4. Further action may include report NOCLAR to authority (if permitted).

5. Member encouraged to document relevant details.
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•Conforming revisions to “Ethical Conflicts” interpretations 

Effective June 30, 2023. Early implementation allowed.
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Other Guidance, 
Tools and Aids



• Online platform

• Basic and advanced search capability

• Pop ups

• Bookmarks

• Record notes

• Hyperlinks

• Revision History

• www.aicpa.org/newcode
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http://www.aicpa.org/newcode


• Toolkit: Conceptual Framework for Members in Business and Public

• Understanding and flowcharts

• Examples and worksheet

• FAQs

• Frequently asked and general industry questions

• Ethics Case Study and Questions

• Ethics decision tree for members in business and industry

• Ethically Speaking podcasts

• Call me BMSS 256.964.9826 or e-mail at mbrand@bmss.com
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Thank You!


