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Purpose

To update the Board on the IESBA’s Firm Culture and Governance Project and seek the
Board’s observations and comments on the final draft of IESBA’s eight viewpoints draft that
are key to creating and building a strong ethical culture in firms.

Background

Given the significant public interest consequences when unethical behaviour occurs in firms,
the International Ethics Standards Board for Accountants (IESBA) has determined to take a
leadership role as the global ethics standard-setter in addressing firm culture and governance
as a strategic priority in its current 2024-27 Strategy and Work Plan.

In December 2023, the Firm Culture and Governance Working Group (the Working Group)
was formed, with its Terms of Reference being approved at the IESBA March 2024 meeting.
APESB CEO and IESBA member Channa Wijesinghe chaired the Working Group.

The Working Group has undertaken extensive global stakeholder outreach, including
regulators, standard setters, those charged with governance, finance executives and global
and national firm leaders. It has also commissioned academic research. A project status
update was provided at the September 2024 Board meeting (Agenda Item 10).

In December 2024, the IESBA approved the Working Group’s Final Report that sets out its
findings and recommendations, including key drivers of ethical firm culture. The IESBA also
approved a Project Proposal to commence two new work streams in 2025: the standard-setting
project and the development of non-authoritative materials (NAM). APESB CEO and IESBA
Vice Chair Channa Wijesinghe is the Lead Board Advisor to the project. A project status update
was provided at the March 2025 Board meeting (Agenda ltem 5).
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Current developments

This paper sets out some of the key developments since the last update to the Board at the
March 2025 Board Meeting.

A resequenced approach to the FCG project

At the IESBA June 2025 meeting, the IESBA approved a revised strategic approach to the
FCG Project, aligned with its revised overall forward strategy for 2025-2026. This revised
approach includes resequencing the standards-setting and NAM workstreams, with a focus on
prioritising the development of NAM as a first step.

Feedback summary from FCG global roundtables

In July 2025, the IESBA released Firm Culture and Governance: Summary of Feedback from
Global Roundtables, which captures stakeholder perspectives from six global roundtables as
part of the project. The roundtables, held in New York, Melbourne, Brussels, and Kuala
Lumpur, with virtual sessions for Africa and Latin America, brought together 168 participants
from global regulatory, investor, standard-setting, accounting, and academic communities.
These insights helped to shape the IESBA’s work on this project.

IESBA September 2025 meeting

At the IESBA September 2025 meeting, the IESBA considered draft “Viewpoints” on the eight
elements of the FCG framework identified in the project proposal. The IESBA supported the
principles-based, high-level approach to developing the viewpoints, which provide guidance
on fostering an ethical culture within firms, taking into account the diversity of firms,
jurisdictions, and regulatory and oversight frameworks.

The IESBA agreed to refine the draft Viewpoints and will consider the revised draft at the
December 2025 meeting, with a view to agreeing on them for purposes of further stakeholder
engagement in the first half of 2026.

The IESBA also agreed to develop a “Contextual Piece” to explain the nature and purpose of
the Viewpoints as part of the process to develop the FCG framework.

In addition, the IESBA acknowledged the importance of clearly explaining the connectivity
between the Viewpoints and the IAASB’s International Standard on Quality Management 1
(ISQM 1). The Project Team was tasked with developing a linkage document between the
Viewpoints and ISQM 1, in coordination with the IAASB.

IESBA October 2025 meeting

At the IESBA October 2025 meeting, the IESBA met virtually and considered the following draft
documents developed by the Project Team:

o Draft Contextual Piece, an explanatory material that sets out the background to, and
nature and purpose of, the draft IESBA FCG principles on the eight elements of the FCG
framework and how the draft principles are intended to be used by the IESBA.

o Draft Overarching Piece that provides an overview of the eight FCG elements, including
their connectivity.

o The revised draft FCG principles on incentives and disincentives.
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|IESBA December 2025 Board Meeting — To be held 8-12 December 2025

The IESBA FCG Project Team has now considered the IESBA Board’s feedback from its
September and October Board Meetings and prepared the revised drafts for the IESBA’s
consideration at its December 2025 meeting to be held during the week of 8" December 2025
in New York.

The IESBA Board will consider the following Agenda Items:

e The draft contextual piece which sets out the background, nature and purpose of the
draft IESBA viewpoints;

e The draft overarching piece that provides an overview of the eight FCG elements,
including their connectivity (refer to Agenda Item 9(b));

e The final draft of IESBA’s eight viewpoints (refer to Agenda Item 9(c));

e A paper explaining the connection between the draft IESBA viewpoints and ISQM1;

e The plan for targeted outreach, additional materials and initiatives Q1-Q2 2026

Further details about the project are available on the IESBA’s project page.

Way Forward

Technical Staff will continue to monitor the progress of this IESBA project and report back to
the Board in 2026.

Recommendation

That the Board note the update on the IESBA’s Firm Culture and Governance Project and
provide the Board’s observations and comments on the final draft of IESBA’s eight viewpoints.
Materials presented

Agenda ltem 9 (a) IESBA Firm Culture and Governance Project Update

Agenda ltem 9 (b) IESBA Board Paper - Draft of IESBA’s overarching piece (subject to
IESBA deliberation at its December 2025 meeting)

Agenda Item 9 (c) IESBA Board Paper - Draft of IESBA’s eight viewpoints (subject to
IESBA deliberation at its December 2025 meeting)
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