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Status and disclaimer

This guidance is neither mandatory nor binding on entities. It does not have the force of law, nor does it
amend, or provide any binding interpretation of External Reporting Board (XRB) standards. Only the
Courts can make binding interpretations of XRB standards under the Financial Reporting Act 2013.
Entities subject to XRB standards are not required to observe this guidance in order to comply with
XRB standards. Nor does observance of this guidance necessarily mean compliance with XRB
standards. XRB standards are the definitive statement of requirements. This guidance does not
constitute advice. Entities subject to XRB standards must apply their own mind to the standards and
take their own advice in considering and applying them. To the fullest extent permitted by law, the XRB
disclaims and shall not be liable for any mistake or omission in this guidance, nor does the XRB accept
any liability to any reader or user in relation to this guidance.

Copyright
© Copyright External Reporting Board (XRB)

Reproduction within New Zealand in unaltered form (retaining this notice) is permitted for personal
and non-commercial use subject to the inclusion of an acknowledgement of the source.

This text reproduces, with the permission of the International Federation of Accountants (IFAC), parts
of the corresponding international guidance issued by the International Ethics Standards Board for
Accountants (IESBA). Reproduction is allowed within New Zealand. All existing rights, including the
copyright, reserved outside New Zealand, with the exception of the right to reproduce for the purposes
of personal use or other fair dealing. Further information can be obtained from the IFAC at
www.ifac.org or by writing to permissions@ifac.org.

For any enquiries about reproducing or using this guidance, contact the External Reporting Board at
https://www.xrb.govt.nz/about-xrb/contact-us/.
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Purpose of the Code

1. Professional and Ethical Standard 1, International Code of Ethics for Assurance Practitioners
(including International Independence Standards) (New Zealand) (“the Code”) sets out
fundamental principles of ethics for assurance practitioners, reflecting the profession’s
recognition of its public interest responsibility. These principles establish the standard of
behaviour expected of an assurance practitioner. The fundamental principles are:

° integrity,

° objectivity,

° professional competence and due care,
° confidentiality, and
° professional behaviour.

2. The Code provides a conceptual framework that assurance practitioners are to apply in order to
identify, evaluate and address threats to compliance with the fundamental principles. The Code
sets out requirements and application material on various topics to help assurance
practitioners apply the conceptual framework to those topics.

3. In the case of audits, reviews, sustainability assurance, and other assurance engagements, the
Code sets out International Independence Standards (New Zealand), established by the
application of the conceptual framework to threats to independence in relation to these
engagements.

How the Code is Structured

4. The Code contains the following material:

o) Part 1 - Complying with the Code, Fundamental Principles and Conceptual Framework,
which includes the fundamental principles and the conceptual framework.

o Part 2 — Assurance Practitioners Performing Professional Activities Pursuant to Their
Relationship with the Firm, is applicable to individuals who are assurance practitioners
when performing professional activities pursuant to their relationship with the firm,
whether as a contractor, employee or owner.

o) Part 3 - Application of the Code, Fundamental Principles and Conceptual Framework,
which sets out additional material that applies to assurance practitioners when
providing assurance services.

o International Independence Standards (New Zealand), which sets out additional
material that applies to assurance practitioners when providing assurance services, as
follows:

— Part4A-Independence for Audit and Review Engagements, which applies when
performing audit or review engagements.

— Part4B -Independence for Assurance Engagements Other than Audit
Engagements, Review Engagements and Sustainability Assurance Engagements
Addressed in Part 5, which applies when performing assurance engagements that
are not audit engagements, review engagements and sustainability assurance
engagements addressed in Part 5.
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o Part 5 — International Ethics Standards for Sustainability Assurance (including
International Independence Standards) (New Zealand) which sets out additional material
that applies to sustainability assurance practitioners when performing sustainability
assurance engagements, as follows:

- Sections 5100 to 5390 - ethics standards for all sustainability assurance
engagements (including those within the scope of the International Independence
Standards in Part 5) and other professional services performed for sustainability
assurance clients.

- Sections 5400 to 5600 - independence standards for sustainability assurance
engagements that are within the scope of the International Independence
Standards in Part 5 as set out in paragraphs 5400.3a and 5400.3b.

o Glossary, which contains defined terms (together with additional explanations where
appropriate) and described terms which have a specific meaning in certain parts of the
Code. For example, in Part 4A, the term “audit engagement” applies equally to both audit
and review engagements.

The Code contains sections which address specific topics. Some sections contain subsections
dealing with specific aspects of those topics. Each section of the Code is structured, where
appropriate, as follows:

(a) Introduction - sets out the subject matter addressed within the section, and introduces
the requirements and application material in the context of the conceptual framework.
Introductory material contains information, including an explanation of terms used, which
is important to the understanding and application of each Part and its sections.

(b) Requirements — establish general and specific obligations with respect to the subject
matter addressed.

(c) Application material — provides context, explanations, suggestions for actions or matters
to consider, illustrations and other guidance to assist in complying with the requirements.

How to Use the Code

The Fundamental Principles, Independence and Conceptual Framework

6.

The Code requires assurance practitioners or sustainability assurance practitioners to comply
with the fundamental principles of ethics. The Code also requires them to apply the conceptual
framework to identify, evaluate and address threats to compliance with the fundamental
principles. Applying the conceptual framework requires exercising professional judgement,
remaining alert for new information and to changes in facts and circumstances, and using the
reasonable and informed third party test.

The conceptual framework recognises that the existence of conditions, policies and procedures
established by the profession, legislation, regulation, or the firm, might impact the identification
of threats. Those conditions, policies and procedures might also be a relevant factor in the
assurance practitioner’s or sustainability assurance practitioner’s evaluation of whether a
threat is at an acceptable level. When threats are not at an acceptable level, the conceptual
framework requires the assurance practitioner or sustainability assurance practitioner to
address those threats. Applying safeguards is one way that threats might be addressed.
Safeguards are actions individually or in combination that the assurance practitioner or
sustainability assurance practitioner takes that effectively reduce threats to an acceptable
level.
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In addition, the Code requires assurance practitioners to be independent when performing
audit, review and other assurance engagements. The Code also requires sustainability
assurance practitioners to be independent when performing sustainability assurance
engagements addressed in Part 5. The conceptual framework applies in the same way to
identifying, evaluating and addressing threats to independence as to threats to compliance with
the fundamental principles.

Complying with the Code requires knowing, understanding and applying:

o All of the relevant provisions of a particular section in the context of Part 1, together with
the additional material set out in Sections 200, 300, 400 and 900, as applicable.

o) All of the relevant provisions of a particular section in the context of Part 5.

o All of the relevant provisions of a particular section, for example, applying the provisions
that are set out under the subheadings titled “General” and “All Audit Clients” together
with additional specific provisions, including those set out under the subheadings titled
“Audit or Review Clients that are not Public Interest Entities” or “Audit or Review Clients
that are Public Interest Entities.”

o All of the relevant provisions set out in a particular section together with any additional
provisions set out in any relevant subsection.

Requirements and Application Material

10.

Requirements and application material are to be read and applied with the objective of
complying with the fundamental principles, applying the conceptual framework and, when
performing audit, review, sustainability assurance, and other assurance engagements, being
independent.

Requirements

11.

12.

13.

14.

Requirements are designated with the letter “R” and, in most cases, include the word “shall.”
The word “shall” in the Code imposes an obligation on an assurance practitioner, sustainability
assurance practitioner or firm to comply with the specific provision in which “shall” has been
used.

In some situations, the Code provides a specific exception to a requirement. In such a situation,
the provision is designated with the letter “R” but uses “may” or conditional wording.

When the word “may” is used in the Code, it denotes permission to take a particular action in
certain circumstances, including as an exception to a requirement. It is not used to denote
possibility.

When the word “might” is used in the Code, it denotes the possibility of a matter arising, an
event occurring or a course of action being taken. The term does not ascribe any particular level
of possibility or likelihood when used in conjunction with a threat, as the evaluation of the level
of a threat depends on the facts and circumstances of any particular matter, event or course of
action.

Application Material

15.

In addition to requirements, the Code contains application material that provides context
relevant to a proper understanding of the Code. In particular, the application materialis
intended to help an assurance practitioner or sustainability assurance practitioner to
understand how to apply the conceptual framework to a particular set of circumstances and to
understand and comply with a specific requirement. While such application material does not
of itself impose a requirement, consideration of the material is necessary to the proper
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application of the requirements of the Code, including application of the conceptual framework.
Application material is designated with the letter “A.”

16. Where application material includes lists of examples, these lists are not intended to be

exhaustive.

Appendix to Guide to the Code

17. The Appendix to this Guide provides an overview of the Code.
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Appendix to the Guide to the Code

Overview of the Code

For Sustainability Assurance

(Sections 200 to 290)

PART 3

Application of the Code, Fundamental
Principles and Conceptual Framework

(Sections 300 to 390)

Part 4A—Independence for
Audit and Review Engagements

Part AB—Independence for
Assurance Engagements Other
than Audit Engagements,
Review Engagements and
Sustainability Assurance
Engagements Addressed in
Part5

.

(Sections
400 to 800)

(Sections
900 to 990)

Practitioners
~
PART 1 Complying with the Code, Fundamental Principles (Sections 100 to 120) PART 5
and Conceptual Framework
\.
International Ethics Standards
7~ for Sustainability Assurance
Assurance Practitioners Performing PARTS ) (including International
PART 2 Professional Activities Pursuant to International Independence Independence Standards)
their Relationship with the Firm AA & 4B Standards (New Zealand) (New Zealand)

For Sustainability Assurance
Engagements scoped to Part 5

(Sections 5100 to 5600)

GLOSSARY
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