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Introduction
On the advice of the Auditing Standards & Ethics Committee of the Institute, the Technical
Services team has developed this publication containing Questions and Answers (Q&As) on
section 260 & 360 ‘Responding to Non-Compliance with Laws and Regulations’ of the ICAP Code
of Ethics for Chartered Accountants (revised 2019) (the ICAP Code 2019).
Sections 260 & 360 provide a framework and guidance to the chartered accountants which
includes chartered accountants in practice as well as chartered accountants in business in
deciding how best to act in the public interest when they become aware of noncompliance or
suspected noncompliance with laws and regulations when providing professional services to their
clients or carrying out their duties for their employers.
This publication considers the requirements of section 260 & 360 of the ICAP Code 2019 and also
highlights relevant requirements of the International Standards on Auditing (ISAs). Source
references of the ICAP Code 2019 i.e. relevant paragraph number (for example 360.5 A1) are
also provided. It outlines some of the key areas for member’s consideration, however
appropriate responses to issues will depend on unique facts and circumstances of each matter.
The matters and examples included in this document are not all-inclusive, and this publication
could be updated with additional and modified information. Further, in case of any specific or
additional enquiry you may approach the Technical Services team.

Rana M. Usman Khan
Chairman Auditing Standards & Ethics Committee

The Institute of Chartered Accountants of Pakistan

Sohail Malik
Director Technical Service
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General
1. What is NOCLAR?
NOCLAR stands for ‘Non-Compliance with Laws and Regulations’.
NOCLAR comprises acts of omission or commission, intentional or unintentional, by a client
or by the chartered accountant’s employing organisation, by those charged with governance
(TCWG) of a client or of the employing organization, by management of a client or the
employing organization or by other individuals working for or under the direction of a client
or the employing organization, which are contrary to the prevailing laws and regulations.
2. On whom the NOCLAR provisions apply?
The NOCLAR provisions are applicable on:


Chartered accountants providing professional services to clients (360.3) and concerned
parties as explained in paragraph 360.5 A1 which are as follows:
a. A client;
b. TCWG of a client;
c. Management of a client; or
d. Other individuals working for or under the direction of a client.



Chartered accountants in business performing professional activities for an employing
organization (260.3) and concerned parties as explained in paragraph 260.5 A1 which are
as follows:
a. The chartered accountant’s employing organization;
b. TCWG of the employing organization;
c. Management of the employing organization; or
d. Other individuals working for or under the direction of the employing organization.

3. What are the objectives of NOCLAR?
As per paragraph 260.4 and paragraph 360.4 of the ICAP Code 2019, when responding to noncompliance or suspected non-compliance, a chartered accountant is required:
a. To comply with the fundamental principles of integrity and professional behavior;
b. To alert management and TCWG of the client or the employing organization (as
applicable), to seek to:
o

Enable them to rectify, remediate, or mitigate the consequences of the identified or
suspected noncompliance; or

o

Deter the non-compliance where it has not yet occurred; and

c. To take such further action as appropriate in the public interest.

The Institute of Chartered Accountants of Pakistan
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4. What is public interest?
The concept of public interest is a broad one, and the meaning of the term often depends
on its context. The term is not defined in the ICAP Code 2019. However, the International
Federation of Accountants (IFAC) considers that the “public” includes the widest possible
scope of society: for example, individuals and groups sharing a marketplace for goods and
services (including those provided by government), as well as those seeking sustainable living
standards and environmental quality, for themselves and future generations. This includes,
investors, shareholders, and business owners of public and private institutions, consumers
and suppliers, taxpayers, electorates, and citizens.
In the broadest respect, “interests” are all things valued by individuals and by society. These
include rights and entitlements (including property rights), access to government, economic
freedoms, and political power. Interests are things we seek to acquire and control; they may
also be ideals we aspire to, and protections from things that are harmful or disadvantageous
to us. The accountancy profession helps realize certain interests of society, many of which
are economic in nature and related to the efficient management of resources.
The ICAP Code of Ethics in paragraphs 260.20 A3 and 360.25 A3 contains guidance to assist
chartered accountants in practice in interpreting it in the specific context of NOCLAR.
Professional judgment will be essential.
5. What is meant by ‘substantial harm’ and what could be the examples which can cause
substantial harm to the stakeholders?
The term substantial harm, as defined in paragraph 260.5 A3 & 360.5 A3 of the ICAP Code
2019, means serious adverse consequences to the entity or employing organisation or to
investors, creditors, employees or the general public, in financial or non-financial terms.
It is important to highlight that this is an area involving judgment. A chartered accountant
is required to weigh all the specific facts and information available concerning the actual or
potential harm to the entity or employing organization, or to investors, creditors, employees
or the general public.
Below are few examples which may involve serious adverse consequences to different
stakeholders, leading to substantial harm:
a. Perpetration of a fraud resulting in significant financial losses to investors;
b. Breaches of environmental laws and regulations;
c. Endangering the health or safety of employees or the public;
d. Bribery for purposes of securing large contracts;
e. A matter that threatens the client’s or employing organization’s license to operate;
f. An act that poses a systemic risk to the financial markets; or
g. Promoting a scheme to evade taxes.

The Institute of Chartered Accountants of Pakistan
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6. Is the chartered accountant required to report all non-compliances/ suspected noncompliances?
A chartered accountant is required to report those non-compliances/ suspected noncompliances that are not clearly inconsequential. To determine, whether a matter is clearly
inconsequential is to be judged with respect to its nature and its impact, financial or
otherwise, on the client/ employing organization, its stakeholders and the general public
(260.7 A2, 360.7 A2).
7. From where can a member obtain more information on NOCLAR?
Members can obtain more information/ guidance material on NOCLAR on ICAP Code of Ethics
2019 webpage at https://www.icap.net.pk/icap-code-of-ethics-2019

The Institute of Chartered Accountants of Pakistan
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Implication of NOCLAR on Chartered Accountants in Practice
NOCLAR provisions for chartered accountants in practice are covered in section 360
‘Responding to non-compliance with laws and Regulations’. Section 360 provides guidance
to:


Auditors/ chartered accountants in practice/ practicing chartered accountants engaged
to perform audits of financial statements (refer paragraphs R360.10-360.28A1);



Chartered accountants in practice who provide professional services other than audits of
financial statements (refer paragraphs R360.29-360.40A1).

This section applies all clients whether it is a public interest entity or not, regardless of the
nature of the client.
8. Does Section 360 apply to individuals, who are not chartered accountants, and providing
professional services in firms for example, consultants, lawyers, other accountants etc.?
Yes. The ICAP Code 2019 applies to all chartered accountants in practice, which the Code
defines to include firms. Firms are expected to ensure that all individuals within the firm
providing professional services to their clients comply with the applicable provisions in the
ICAP Code 2019, including with respect to NOCLAR, regardless of whether the individuals are
chartered accountants.
9. Does Section 360 apply to individuals who are not providing professional services to
firm’s audit client, for example, personnel working in IT support, clerical support and
facilities managements?
No, as these individuals are not practicing chartered accountants as defined by the ICAP
Code 2019 and do not have client responsibilities or direct contact with the audit client. As
outline in paragraph 360.7 A3, section 360 does not address non-compliance by parties other
than those specified in paragraph 360.5 A1.
10. A chartered accountant in practice becomes aware of a breach of a law by an entity
which is not the chartered accountant’s client. What is the responsibility of chartered
accountant in this case?
In this case, section 360 does not apply, as the chartered accountant has no professional
relationship with that entity.
11. Does the ICAP Code 2019 require chartered accountants in practice to detect NOCLAR at
their clients?
No, the ICAP Code 2019 does not require practicing chartered accountants to seek or perform
procedure to identify acts of NOCLAR at their clients when providing professional services to
the clients.
The ICAP Code 2019 instead requires a response from a chartered accountant when they
become aware of NOCLAR or suspected NOCLAR at their clients during the provision of
professional services to the clients.
The chartered accountants performing audits of financial statements are required under ISA
250 (Revised), Consideration of laws and regulations in an Audit of Financial Statements,
to:
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(a) obtain sufficient appropriate audit evidence regarding compliance with the provisions of
those laws and regulations generally recognized to have a direct effect on the
determination of material amounts and disclosures in the financial statements;
(b) perform specified audit procedures to help identify instances of non-compliance with
other laws and regulations that may have a material effect on the financial statements;
and
Further, the chartered accountants are required to consider ethical requirements to handle
NOCLAR in accordance with section 360.
12. Which laws and regulations, a chartered accountant needs to consider to determine and
assess the implications of the matter??
Section 360 guides a chartered accountant in assessing the implications of the matter when
responding to non-compliance or suspected non-compliance with:
a. Laws and regulations generally recognized to have a direct effect on the determination
of material amounts and disclosures in the client’s financial statements; and
b. Other laws and regulations that do not have a direct effect on the determination of the
amounts and disclosures in the client’s financial statements, but compliance with which
might be fundamental to the operating aspects of the client’s business, to its ability to
continue its business, or to avoid material penalties.
Therefore, a chartered accountant when encountering or becoming aware of NOCLAR is
required to assess the laws and regulations (as listed in paragraph 360.5 A2) that generally
have financial impact as well as laws and regulations that are related to operations of the
audit client.
13. What is the duty of auditor when becomes aware of noncompliance/ suspected noncompliances?
Paragraph R360.10 of the ICAP Code 2019 requires the auditor to obtain an understanding of
the matter (assuming it is not clearly inconsequential) and discuss it with management and,
where appropriate, TCWG or an internal auditor (360.11 A4), regardless of the source of the
information or how the auditor became aware of it (for example, by coming across the
matter on the internet or hearing about it from someone at a social event). Further,
depending on the nature and significance of the matter, he/she might consult on a
confidential basis with others within the firm, a network firm or a professional body, or with
legal counsel (360.10A3).
14. Does the ICAP Code 2019 impose any responsibility on the auditor to rectify, remediate
or mitigate the adverse consequences of identified or suspected NOCLAR or to deter the
commission of NOCLAR?
No. Rectifying, remediating or mitigating the adverse consequences of identified or
suspected NOCLAR or deterring the commission of NOCLAR are the sole responsibility of the
client’s management, with the oversight of TCWG. Paragraph R360.9 of the ICAP Code 2019
only requires the auditor to advise the audit client to take appropriate and timely action in
that regard, if they have not already done so.
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15. What would be the implication of NOCLAR that has a direct effect on the client’s financial
statements?
During audit, if an auditor identifies NOCLAR having direct effect on the client’s financial
statements, the ICAP Code 2019 requires the auditor to:



Discuss the matter and its implication on the financial statements with management and
where appropriate TCWG (R360.13);



Advise them to understand their legal or regulatory responsibilities with respect to the
NOCLAR (R360.14);



Advise them to take appropriate and timely actions to rectify, remediate or mitigate the
consequences of the noncompliance (R360.13); and



Discuss the implications of the non-compliance on the auditor’s report with management
and TCWG (R360.15).

If management and TCWG do not understand their legal or regulatory responsibilities with
respect to the matter, the auditor might suggest appropriate sources of information or
recommend that they obtain legal advice (360.14 A1). The auditor shall also need to consider
the impact of matter on the financial statements as well on the opinion in the auditor’s
report.
In the light of the response of management and, where applicable, TCWG an auditor shall
determine if further action is needed in the public interest (R360.20).
16. Is there any requirement under the ICAP Code 2019 for a chartered accountant to be
able to identify NOCLAR that do not have a direct effect on the financial statements for
example, environmental laws requirements?
There is no expectation under the ICAP Code 2019 for a chartered accountant to identify
NOCLAR that do not have a direct effect on the financial statements. This is supported from
paragraph 360.10 A2 of the ICAP Code 2019 which explains that a chartered accountant is
not expected to have a level of knowledge of laws and regulations greater than that which
is required to undertake the engagement.
17. An auditor has been engaged to perform an audit of an entity’s financial statements and
becomes aware of an act of NOCLAR. Are there requirements, in addition to the
requirements of ISA 250, which he/she required to comply in these circumstances?
Nothing in Section 360 is intended to modify or interpret ISA 250 (Revised) or other ISAs as
applicable in Pakistan.
Under ISA 250 (Revised), auditors are concerned with the consequences of identified or
suspected NOCLAR in terms of whether it has a material effect on the financial statements.
Paragraph 9 of ISA 250 (Revised) outlines that auditor may have additional responsibilities
under law, regulation or relevant ethical requirements regarding NOCLAR, which may differ
from or go beyond the ISAs.
In this regard the section 360 of ICAP Code of Ethics does impose requirements on auditors
beyond the ISAs for purposes of fulfilling their ethical obligations.
Accordingly, auditor is required to comply with the requirements of ISA 250 as well as of
section 360 of the ICAP Code 2019 when the auditor becomes aware of an act of NOCLAR.
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18. During the audit of an entity’s financial statements, an auditor becomes aware of
suspected NOCLAR. Management, however, disagrees with the auditor regarding the
evidence concerning the matter. Does this mean that the auditor need not pursue the
matter further under the ICAP Code 2019?
No. The fact that management disagrees with the auditor is not a sufficient ground for the
auditor to automatically stop pursuing the matter. The auditor needs to be satisfied that
management’s explanations adequately dispel the auditor’s suspicion. If they do not, the
auditor may consider other course of action like consulting with others in the firm, obtaining
advice from the auditor’s legal counsel, consulting on a confidential basis with a regulator
or professional body, or escalating the matter to TCWG, depending on the complexity of the
matter and extent of judgment involved (360.10A3, R360.11).
19. An auditor becomes aware of an instance of NOCLAR shortly before signing the auditor’s
report on the entity’s financial statements. How does the timing of finalization of the
auditor’s report affect the auditor’s responsibilities under Section 360?
The auditor’s responsibilities under section 360 are separate and distinct from the auditor’s
responsibilities under ISAs as the later relate to the performance of an audit. Therefore, the
timing of the finalization of the auditor’s report does not affect the auditor’s responsibilities
under Section 360. The auditor must still respond to the NOCLAR in accordance with the
provisions of Section 360.
20. If management and TCWG are unwilling to address the identified or suspected NOCLAR,
does this mean that the auditor has no further responsibilities with respect to the matter
under the ICAP Code 2019?
No. If management and TCWG do not address the matter, this would be grounds for the
auditor to conclude that their response is not appropriate. Paragraph 360.20 A1 sets out
various factors for the auditor to determine if further action is needed in the public interest
including:


The legal and regulatory framework.



The urgency of the situation.



The pervasiveness of the matter throughout the client.



Whether the chartered accountant continues to have confidence in the integrity of
management and, where applicable, those charged with governance.



Whether the non-compliance or suspected non-compliance is likely to recur.



Whether there is credible evidence of actual or potential substantial harm to the
interests of the entity, investors, creditors, employees or the general public.

21. Which external factors need to be considered if auditor determines that the NOCLAR
matter is of such significance that it is required to be disclosed to an appropriate
authority?
The ICAP Code 2019 sets out factors for an auditor to consider in deciding whether disclosure
of the matter to an appropriate authority would be an appropriate course of further action.
This decision will depend on an objective assessment of the facts and circumstances at the
time, taking into account the factors set out in paragraphs 360.20 A1 and 360.25 A3 of the
Code, and applying the reasonable and informed third party test in paragraph R360.21.

The Institute of Chartered Accountants of Pakistan
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In accordance with paragraph 360.25 A3, a decision to disclose NOCLAR to an appropriate
authority depends on certain external factors such as:


Existence of appropriate authority: Whether there is an appropriate authority that is
able to receive the information, and cause the matter to be investigated and action to
be taken. The appropriate authority will depend on the nature of the matter.



Legal protection for whistle-blowing: Whether there exists robust and credible
protection from civil, criminal or professional liability or retaliation afforded by
legislation or regulation, such as under whistle-blowing legislation or regulation.



Consider possibility of physical harm: Whether there are actual or potential threats to
the physical safety of the chartered accountant or other individuals.



The auditor is also not required to disclose where law precludes a disclosure to third
parties.

Based on above factors, and also the factors discussed in Q20 (above), a chartered
accountant need to exercise professional judgment in determining the need for, and nature
and extent of, further action. In making this determination, he/she will take into account
whether a reasonable and informed third party would be likely to conclude that the
accountant has acted appropriately in the public interest (R360.21).
Section 360 contains other provisions that would apply if not already required by law or
regulation, or if law or regulation does not prohibit them. These include, for example,
provisions addressing escalation of the matter within the entity; in the case of an audit of
group financial statements, communication with relevant group engagement partner
involved in the group audit; advice to management or TCWG regarding mitigation or
remediation of the consequences of NOCLAR or the deterrence of NOCLAR; and
determination of the need for further action (including withdrawal from the client
relationship) in appropriate circumstances.
22. When a chartered accountant determined that further action is needed in the particular
circumstances, to whom NOCLAR must be reported?
If a chartered accountant believes that management is involved in NOCLAR or suspected
NOCLAR, chartered accountant shall discuss the matter with TCWG (R360.12). In case TCWG
is involved, the reporting authority is the relevant regulator regulating the subject matter
of NOCLAR under the local laws of the country. For example, in case of tax evasion,
appropriate authority may be FBR and in case of fraudulent activities appropriate authority
may be SBP, SECP or NAB.
23. Can an auditor resign from the audit engagement as a result of identified or suspected
NOCLAR without disclosing the matter to an appropriate authority?
Paragraph 360.21 A2 explains that withdrawing from the engagement and professional
relationship is not a substitute for taking other actions that may be needed to achieve the
auditor’s objectives under Section 360.
Where resignation from the audit engagement is not prohibited by law and regulation, it is
a course of action that can be taken independently from disclosure of the matter to an
appropriate authority. In some circumstances, the auditor might determine that both actions
are necessary.
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24. How will auditors fulfill their duty of confidentiality of client’s information under
NOCLAR when it is not permissible for auditors under local laws to disclose confidential
information?
Paragraph 360.25 A1 of the ICAP Code 2019 states that:
“Disclosure of matter to an appropriate authority would be precluded if doing so would be
contrary to law or regulation. Otherwise the purpose of making disclosure is to enable an
appropriate authority to cause the matter to be investigated and action to be taken in the
public interest”.
Paragraph 360.25 A2 of the ICAP Code 2019 requires disclosure of matter to an appropriate
authority at the end stage, depending on nature and extent of actual/ potential harm to
stakeholders after consideration of a range of factors, including appropriateness of
management’s and TCWG’s response. The factors to be considered are explained in response
to question 20 and 21 (above).
The legal provisions of certain laws may require disclosure of information to relevant
authorities, overriding any other legal confidentially related provisions (For example AntiMoney Laundering Act 2010 requires reporting of suspicious transactions, and it would not
be considered as a breach of any confidentiality related legal provision.
In other cases, if it is contrary to the law, disclosure should not be made. Like in our case,
the Chartered Accountants Ordinance, 1961 (the CA Ordinance) prohibits chartered
accountants from disclosing confidential information without permission of client or as
required by law. Chartered accountants are required to adhere to the confidentiality
requirements under the CA Ordinance as disclosure of confidential information is considered
a professional misconduct.
25. In our jurisdiction, confidentiality laws prohibit firms from disclosing NOCLAR to an
appropriate authority. Does this mean NOCLAR have limited applicability in Pakistan?
Firms must comply with laws and regulations including confidentiality laws. However, R100.3
of the ICAP Code 2019 clarifies that there might be circumstances where laws or regulations
preclude a chartered accountant from complying with certain parts of the ICAP Code 2019.
In such circumstances, those laws and regulations prevail, and a chartered accountant shall
comply with all other parts of the ICAP Code 2019. Therefore, disclosure of NOCLAR would
be applicable to the extent it is not prohibited under our local laws.
26. Which approach should be followed when there is an imminent breach of a law?
In exceptional circumstances, a chartered accountant might become aware of actual or
intended conduct that would cause substantial harm to investors, creditors, employees or
the general public. In such cases a chartered accountant has a reason to believe that such
actual or intended conduct would constitute an imminent breach of a law or regulation (R
360.38).
Having first considered whether it would be appropriate to discuss the matter with
management or TCWG of the entity, a chartered accountant should exercise professional
judgment and determine whether to disclose the matter immediately to an appropriate
authority in order to prevent or mitigate the consequences of such imminent breach of law
or regulation as permitted under paragraph R114.1(d) of the ICAP Code 2019.
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27. Where practicing chartered accountant has a confidentiality clause in his/her
engagement letter, is he/she still required to report NOCLAR or suspected NOCLAR?
The engagement letter may contain a confidentiality or non-disclosure clause. However,
NOCLAR provisions of the ICAP Code 2019 require disclosure of information to an appropriate
authority. It is important to mention again that application of NOCLAR provision is subject
to any confidentiality laws.
28. Are there any documentation requirements for auditor in Section 360?
Documentation provides evidence that the chartered accountant has appropriately
considered and complied with his/her professional responsibilities with regard to NOCLAR
provisions of the ICAP Code 2019.
In accordance with paragraph R360.28, a chartered accountant is required to document:


How management and, where applicable, TCWG have responded to the matter.



The courses of action the accountant considered, the judgments made and the decisions
that were taken, having regard to the reasonable and informed third party test.



How the accountant is satisfied that the accountant has fulfilled the responsibility set
out in paragraph R360.20.

Should the chartered accountant have to explain his/her response, such documentation
could prove to be very valuable.
It is important to note that this documentation requirement is in addition to complying with
the documentation requirements given under ISAs.
29. Will there be any increase in scope of auditor’s responsibility and cost due to NOCLAR?
No. There is no increase in scope as far as consideration of laws and regulations is concerned
in an audit of financial statements. ICAP Code 2019 includes requirements in case any
NOCLAR is identified by practicing chartered accountants during the conduct of audits.
Audit framework comprise International Standards on Auditing, Code of Ethics and other
applicable laws and regulations. Auditors are required, under the ISAs, to discuss key audit
issues with the management and to communicate the same with TCWG. ICAP Code 2019
include similar requirements in case of identification of NOCLAR and also provides further
guidance in case management or TCWG do not accept and correct the same. Accordingly,
additional time, documentation and relevant training may be required.
30. For SMPs, will reporting to NOCLAR lead to a loss of client trust?
SMPs are in close professional relationship with the small businesses as compared to larger
businesses. One of the biggest concerns of SMEs with their auditors is confidentiality of their
information as auditors have knowledge of sensitive areas of their business. Therefore, in
case of reporting of NOCLAR, biggest challenge for the SMPs (who are acting as business
advisors) could be the break of trust / relationship with the client which may lead to loss of
client.
31. What are the suggested approaches for SMPs to overcome above challenges?
Most SMPs have been dealing with non-compliances of their clients for many years and they
support their client to mitigate or deter the non-compliances. With the implementation of
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NOCLAR, the SMPs can better help their clients in improving the client accounting and
internal control system and compliance with the laws and regulations which would ultimately
strengthen the client’s trust and relationship on their auditors.
SMPs need to educate their clients that identification and responding to NOCLAR /suspected
NOCLAR is for the benefit of their businesses. If there is noncompliance, the matter will be
first discussed internally by auditors with the client and external reporting will only be made
to the appropriate authority if it is not resolved internally or could have wider implication
of public interest.

Change of auditor’s appointment
32. Where an auditor has withdrawn from the client relationship as a result of identified or
suspected NOCLAR, is there an expectation under the Code for the predecessor auditor
to identify who the proposed auditor is in order to communicate information about the
NOCLAR?
No, the predecessor auditor is not expected to seek out the proposed auditor in order to
provide this information.
33. Where there is a change of audit appointment as a result of an identified or suspected
NOCLAR matter, does the ICAP Code 2019 require the predecessor auditor to obtain
client consent to share the information concerning the NOCLAR with a proposed auditor?
No. Paragraph R360.22 allows the predecessor auditor to share information concerning the
NOCLAR with the proposed auditor without obtaining client consent, provided sharing of such
information is not prohibited by law or regulation. It is allowed in the circumstances
addressed in paragraph R320.8(b) where the client fails or refuses to grant the predecessor
accountant permission to discuss the client’s affairs with the proposed auditor unless
prohibited by law or regulation.
34. If there is a change of auditor as a result of an audit tender or mandatory firm rotation
but the predecessor auditor is aware of an act or suspected act of NOCLAR that has not
yet been addressed, does the Code require the predecessor auditor to communicate
information concerning the NOCLAR to a proposed auditor?
In this particular circumstance, no, as the auditor has not withdrawn from the client
relationship as a result of a NOCLAR matter. However, under paragraph R320.8 of the Code,
the predecessor auditor may decide that it would be appropriate to share information
concerning the identified or suspected NOCLAR with the proposed auditor if the client has
consented to the communication, provided that disclosure of confidential client information
is not prohibited by law or regulation.
35. Does a predecessor auditor have an ongoing obligation under the Code in relation to
NOCLAR or suspected NOCLAR encountered while appointed as auditor but not pursued
to the end of the response process under Section 360 of the Code by the time the
successor auditor has been appointed?
No. However, see paragraph R360.22 of the ICAP Code 2019 regarding communication of
information concerning the matter from the predecessor auditor to a proposed auditor if the
withdrawal from the client relationship is as a result of the matter. Client consent to the
communication is not needed in these circumstances. In other circumstances, paragraph
R320.8 of the Code allows communication of such information from the predecessor auditor
to the proposed auditor if client consent has been obtained.
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36. What would the proposed auditor do if he/she is unable to communicate with the
predecessor auditor?
If the proposed auditor is unable to communicate with the predecessor auditor, the proposed
auditor is required to take reasonable steps to obtain information about the circumstances
of the change of appointment by other means including inquiries of third parties or
background investigation about management or TCWG (360.23 A1).

Communication with respect to Groups
37. Is the group engagement partner required under the ICAP Code 2019 to always take
action to address any identified or suspected NOCLAR communicated by those
performing work at components for the purpose of audit of the group financial
statements, including in circumstances where the components are based in another
jurisdiction?
Yes. Section 360 always requires a response from the group engagement partner consistent
with the concept of not turning a blind eye to NOCLAR or suspected NOCLAR. This response
includes at a minimum, obtaining an understanding of the matter. However, if the matter is
clearly confined to and is being addressed at a particular component(s) and it has no other
implications for the group and its stakeholders, the group engagement partner need not take
any further action.
38. In case, a component auditor becomes aware of an instance of NOCLAR at the
component, is he or she required under the ICAP Code 2019, to first inform the group
engagement partner before disclosing the matter to an appropriate authority at client?
No, the ICAP Code 2019 does not preclude a component auditor from disclosing the matter
to an appropriate authority before informing the group engagement partner. However, it
depends on the nature and implications of the NOCLAR. In practice, the communication to
both parties might happen more or less at the same time.
39. What is the responsibility of the group engagement partner in case he/she becomes
aware of an instance of NOCLAR at a component during an audit of group financial
statements?
R360.18 of the ICAP Code 2019 requires the group engagement partner to take steps to
communicate the matter to those performing work at components where the matter may be
relevant unless prohibited from doing so by law or regulation. Responsibility for assessing
the possible impact of the NOCLAR on the component rests with component auditor.
40. If engagement partner of a component identifies an instance of NOCLAR at the
component and component management has reported the matter up the group structure,
is he or she still required to communicate the matter to the group engagement partner
under the ICAP Code 2019?
Yes, component’s engagement partner is required to communicate the matter to the group
engagement partner regardless of whether management of the component has reported it
up the group structure, unless the communication to the group engagement partner is
prohibited by law or regulation. Communication of the matter by the component
management within the group does not guarantee that the matter will be brought to the
attention of the group engagement partner.
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Professional Services other than Audits of Financial Statements
41. Does a chartered accountant who is engaged to provide a professional service other than
audit of an entity’s financial statements have the same level of responsibility to address
identified or suspected NOCLAR under the ICAP Code 2019 as a chartered accountant
who is engaged to perform an audit of the entity’s financial statements?
No. The extent of effort in responding to identified or suspected NOCLAR is significantly less
than that required of a chartered accountant engaged to perform an audit of financial
statements.
The ICAP Code 2019 requires a chartered accountant to discuss the identified or suspected
NOCLAR with an appropriate level of management and where appropriate TCWG (R360.30).
If the client is also an audit client of the firm/network firm, or a component of an audit
client of the firm/network firm, communicate the matter within the firm/network firm in
accordance with the firm’s/ network’s protocols or procedures and in the absence of such
protocols inform directly to the audit engagement partner (R360.31 and R360.32).
For other clients, consider communicating the matter to the external auditor, if any
(R360.33).
42. If a chartered accountant who is engaged to provide a professional service other than an
audit of the entity’s financial statements becomes aware of a suspected NOCLAR within
the entity but is unable to substantiate the suspicion, does this means that the chartered
accountant has not complied with the ICAP Code 2019?
The ICAP Code 2019 recognizes that chartered accountants providing services other than
audits of financial statements may have limited access to information. If the chartered
accountant has made an attempt in obtaining relevant information to substantiate the
suspicion, he has fulfilled his responsibilities under the ICAP Code 2019.
43. What is the duty of a chartered accountant if he/she becomes aware of tax noncompliance?
For the purpose of the NOCLAR provisions of the ICAP Code 2019, “tax non-compliance” is
not different from any other non-compliance in the context that it also represents an act of
omission or commission which is contrary to prevailing laws or regulations. Therefore, the
duties of the chartered accountant are same as discussed above in relevant questions.
44. A chartered accountant is providing a non-audit service to Component A, which is not an
audit client of the firm. Component A is a subsidiary of entity B, which is audited by a
network firm. Entity B is itself an immediate holding company, being wholly owned by
Ultimate Holding Company C. The chartered accountant becomes aware of an instance of
NOCLAR at Component A. If, pursuant to paragraph R360.32 of the ICAP Code 2019, the
chartered accountant decides to communicate information concerning the NOCLAR to the
network firm, does the network firm have any responsibility to further communicate the
matter to the group engagement partner for Ultimate Holding Company C?
Yes, paragraph R360.32 of the ICAP Code 2019 requires the network firm to communicate
the matter to the group engagement partner for Ultimate Holding Company C, whether C is
an audit client of a network firm or another firm. The communication is precluded if law or
regulation prohibits disclosure of confidential client information.
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45. Section 360 establishes documentation requirements for chartered accountants
performing audits of financial statements. In contrast, for chartered accountants
providing professional services other than audit of financial statements, paragraph
360.40 A1 encourages documentation. Why this distinction has been made in the ICAP
Code 2019?
Section 360 recognizes that auditors are generally subject to greater regulatory oversight
than chartered accountants providing professional services other than audit of financial
statements. Accordingly, documentation requirement for auditors are strict as compared to
chartered accountants providing other services, for which paragraph 360.40 A1 of the ICAP
Code 2019 encourage the chartered accountant to document the matter. However, this
relaxation does not diminish auditor’s responsibility to comply with the relevant provisions
of section 360.
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Implication of NOCLAR on Chartered Accountants in Business (CAIBs)
NOCLAR provisions for chartered accountants in business are covered in section 260
‘Responding to non-compliance with laws and Regulations’. Section 260 provides guidance
on the responsibilities for:



Senior Chartered Accountants in Business (refer paragraphs 260.11A1-260.23A1);
Other than Senior Chartered Accountants in Business (refer paragraphs R260.24260.27A1).

This section applies regardless of the nature of the employing organization, including
whether or not it is a public interest entity.

46. Does section 260 impose any obligation on the in circumstances where the Chartered
Accountants in Business (CAIB) becomes aware of NOCLAR or suspected NOCLAR?
Section 260 contains number of requirements with which the CAIB must comply. These
requirements vary between the senior CAIB and other CAIB.
47. What are the responsibilities of employing organization's management and TCWG to
ensure the compliance of laws and regulations?
Paragraph 260.8 A1 of the ICAP Code 2019 requires that the employing organization's
management, with the oversight of TCWG, is responsible for ensuring that their business
activities are conducted in accordance with laws and regulations. Management and TCWG
are also responsible for identifying and addressing any non-compliance by:
a. the employing organization;
b. an individual charged with governance of the employing organization;
c. a member of management; or
d. other individuals working for or under the direction of the employing organization.
48. A CAIB may encounter or be made aware of NOCLAR or suspected NOCLAR in the course
of carrying out professional activities. What is the meant by encountering NOCLAR or
suspected NOCLAR and being made aware of it?
Section 260 of the ICAP Code 2019 recognizes that a CAIB may encounter (i.e., come upon
unexpectedly) NOCLAR or suspected NOCLAR while carrying out the duties with the
employing organization. It also recognizes that he or she may become aware of any such
matter as another party may bring the matter to the CAIB’s attention, for example, another
employee of the organization or an external contractor used by the organization. Sector 260
covers both circumstances.
49. Does the ICAP Code 2019 require CAIBs to detect acts of NOCLAR within the employing
organisation?
No. The ICAP Code 2019 does not impose any additional responsibility on CAIBs beyond the
responsibility they already have, if they are in a management role, to ensure that the
employing organization’s business activities are conducted in accordance with laws and
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regulations. This management responsibility includes identifying and addressing any
instances of NOCLAR.
50. Where a CAIB becomes aware of a matter, what steps needs to be taken to address
NOCLAR or suspected NOCLAR?
Paragraph 260.9 A1 states that many employing organizations have established protocols and
procedures regarding how to raise non-compliance or suspected non-compliance internally.
These protocols and procedures include, for example, an ethics policy or internal whistleblowing mechanism. Such protocols and procedures might allow matters to be reported
anonymously through designated channels. In the absence of such protocol or mechanism, a
CAIB discuss the matter with his/her immediate superior, if any. If a CAIB’s immediate
superior appears to be involved in the matter, a CAIB shall discuss the matter with the next
higher level of authority within the employing organization.
Secondly, he/she needs to take action on a timely basis. For the purpose of taking timely
steps, a CAIB shall consider the nature of the matter and the potential harm to the interests
of the employing organization, investors, creditors, employees or the general public
(R260.10).
51. Does the ICAP Code 2019 require CAIB to respond NOCLAR committed by contractors or
agents working for the employing organization, or by non-executive directors of the
employing organization?
Yes, paragraph 260.5 A1(d) of the ICAP Code 2019 explains that NOCLAR comprises acts
committed by individuals which are contrary to prevailing laws or regulations, working for
or under the direction of the employing organization. Contractors, agents and non-executive
directors are example of parties who work for or under the direction of the employing
organization.
52. Does the ICAP Code 2019 require from a CAIB to identify NOCLAR that do not have a
direct effect on the determination of the amounts and disclosures in the financial
statements, for example, in relation to food safety or vehicle emissions requirements
etc.?
The ICAP Code 2019 does not require CAIB to search for NOCLAR. However, there are some
laws and regulations which may be fundamental to the operations of all or virtually all
employing organizations even if they do not have a direct effect on the determination of the
amount and disclosures in the employing organization’s financial statements, for e.g. laws
against fraud, corruption, anti-money laundering and bribery etc. In such cases, chartered
accountants are expected to recognize and respond NOCLAR or suspected NOCLAR in relation
to those laws and regulations if they become aware of it.
53. Is there any requirement under the ICAP Code 2019 for a chartered accountant to be
able to identify NOCLAR that do not have a direct effect on the financial statements for
example, environmental laws requirements?
There is no expectation under the ICAP Code 2019 for a chartered accountant to identify
NOCLAR that do not have a direct effect on the financial statements. This is supported from
paragraph 260.10 A1 of the ICAP Code 2019 which explains that a chartered accountant is
not expected to have a level of knowledge of laws and regulations greater than that which
is required for the accountant’s role within the employing organisation.
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54. What are the risks involved in whistle blowing for CAIB?
Following may be the risks of whistle blowing:


physical harm (extreme cases – life threats);



unfair dismissal from the employment;



loss of job or career;



may be sued on making disclosure of NOCLAR (if chartered accountant has signed
confidentiality agreement with the employer).

55. Will responding to NOCLAR create threat of losing job/ career for CAIBs?
It may create such threat in exceptional circumstances where CAIB’s decide to report the
NOLCAR to an appropriate authority considering the nature, sensitivity and wider public
interest implications in terms of potentially substantial harm to stakeholders. Mostly it will
not create any such threat as NOCLAR will be reported within the entity as per its own
protocol/procedure.
56. What is the difference between the role of “Senior Chartered Accountant in Business”
and “other than Senior Chartered Accountant in Business” to respond to NOCLAR or
suspected NOCLAR?
“Senior chartered accountants in business” are directors, officers or senior employees who
are able to exert significant influence and make key decisions of the entity.
Senior chartered accountants in business are required to take appropriate action in the
public interest to respond to NOCLAR or suspected NOCLAR, which may include:


set the appropriate policies and procedures within the organization to prevent the NOCLAR;



assess the response of superiors and TCWG in case of identification and communication
of NOCLAR to them;



apply third party test and disclose the matter to an appropriate authority (even not
required by law).

If other than senior chartered accountants in business identifies or suspects that noncompliance has occurred or might occur, a chartered accountant is required to escalate the
matter to immediate superior or next higher level of authority or use established internal
whistleblowing mechanism to communicate NOCLAR (R260.25).
57. What role is expected from the senior chartered accountants in business in promoting a
culture of compliance with laws and regulations within their employing organizations
and how is it different as compared with other CAIBs?
Paragraph 260.11A1 explains that the more senior the CAIB’s position within an employing
organization, the more the CAIB will be able to influence policies, decisions made and actions
taken by others involved within the organization. In this regard, the ICAP Code 2019 explains
that a senior CAIB is expected to encourage and promote an ethics-based culture in the
employing organization, taking into account the CAIB's position and seniority in the
organization. Senior CAIB may take necessary measures for the introduction, implementation
and oversight of policies and procedures to prevent NOCLAR.
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Other CAIBs are required to obtain an understanding of the matter including the nature of
NOCLAR/ suspected NOCLAR and the circumstances in which it has occurred or might occur
and to report the same to the management or TCWG.
58. What is the duty of senior CAIB when they become aware of NOCLAR/ suspected NOCLAR?
Paragraph R260.12 of the ICAP Code 2019 explains that a senior CAIB should consider the
nature of the matter and the potential harm to the interests of the employing organization,
investors, creditors, employees or the general public.
A senior chartered accountant in business should understand the matter, rectify the same
and reduce the risk of re-occurrence. He/she should also evaluate whether matter needs to
be communicated to next higher level of authority within the employing organization or
TCWG or external auditor or audit committee as the case may be.
In light of the response of the senior chartered accountant’s superiors and TCWG, a senior
CAIB should determine if further action is needed in the public interest (260.17 A1) including
informing the management of the parent entity, if applicable, or disclosing the matter to an
appropriate authority outside the employing organization or resign from the employing
organization (260.18 A1).
59. Can a senior CAIB resign from the employing organization as a result of identified or
suspected NOCLAR without disclosing the matter to an appropriate authority?
Resigning from the employing organization is not a substitute for taking other actions that
might be needed to achieve the senior chartered accountant’s objectives under this section.
In some circumstances, the CAIB might determine that both actions are necessary, although
resignation from the organization is clearly not an action to be taken lightly.
In some jurisdictions, however, there might be limitations as to the further actions available
to the accountant. In such circumstances, resignation might be the only available course of
action (260.18 A2).
60. Is it permissible for the senior CAIB to disclose employer’s confidential information
related to NOCLAR in our local laws?
Paragraph 260.20 A1 of the ICAP Code 2019 states that:
“Disclosure of the matter to an appropriate authority would be precluded if doing so would
be contrary to law or regulation. Otherwise the purpose of making disclosure is to enable
an appropriate authority to cause the matter to be investigated and action to be taken in
the public interest”.
Paragraph 260.20 A2 of the ICAP Code 2019 requires disclosure of matter to an appropriate
authority at the end stage, depending on nature and extent of actual/ potential harm to
stakeholders after consideration of a range of factors (as discussed in 260.20A3) including
appropriateness of management’s and TCWG’s response.
The legal provisions of certain laws may require disclosure of information to relevant
authorities, overriding any other legal confidentially related provisions (For example AntiMoney Laundering Act 2010 requires reporting of suspicious transactions, and it would not
be considered as a breach of any confidentiality related legal provision.
In other cases, if it is contrary to the law, disclosure should not be made.
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Like in our case, the CA Ordinance prohibits chartered accountants from disclosing
confidential information without permission of employer or unless required by law.
Chartered accountants are required to adhere to the confidentiality requirements under the
CA Ordinance as disclosure of employer’s confidential information is considered a
professional misconduct.
61. Which external factors need to be considered if senior CAIB decides that the matter is
required to be disclosed to an appropriate authority?
In accordance with paragraph 20.20 A3, a decision to disclose NOCLAR to an appropriate
authority depends on certain external factors such as:


Whether there is an appropriate authority that is able to receive the information, and
cause the matter to be investigated and action to be taken. The appropriate authority
will depend on the nature of the matter.



Whether there exists robust and credible protection from civil, criminal or professional
liability or retaliation afforded by legislation or regulation, such as under whistle-blowing
legislation or regulation.



Whether there are actual or potential threats to the physical safety of the chartered
accountant or other individuals.

62. A contractually negotiated confidentiality clause in a senior CAIB's employment contract
requires him/her to maintain the confidentiality of the employing organization's
information at all times. Would there be legal protection in the event the CAIB overrides
the contractually negotiated confidentiality clause in order to disclose an actual or
suspected instance of NOCLAR to an appropriate authority?
The employment contract may contain a confidentiality or non-disclosure clause. However,
NOCLAR provisions of the ICAP Code 2019 require disclosure of information to an appropriate
authority. It is important to mention again that application of NOCLAR provision is subject
to any confidentiality laws, as discussed previously.
63. A senior CAIB becomes aware of suspected NOCLAR committed within the employing
organization. The CAIB's immediate superior, however, disagrees with the CAIB regarding
the evidence concerning the matter. Does this mean that the CAIB need not pursue the
matter further under the ICAP Code 2019?
No. The fact that the immediate superior disagrees with the CAIB regarding the evidence
concerning the matter is not a sufficient ground for the CAIB to stop pursuing the matter.
The CAIB needs to be satisfied that the superior's explanations adequately dispel the CAIB's
suspicion.
Section R260.16 also requires senior CAIB to assess the appropriateness of the response of
the senior CAIB's superiors, if any, and TCWG. In the light of the appropriateness of that
response, a CAIB determine if further action is needed in the public interest or not
(260.18A1). If they do not, the CAIB may consider other course of action, which will depend
on the nature, sensitivity and complexity of the matter and extent of judgment involved.
Other course of action may include, for example, consulting with others within the
organization, obtaining legal advice, or consulting on a confidential basis with a regulator or
professional body (260.19A1).
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Other CAIBs
64. A CAIB who is not a senior CAIB becomes aware of information about an act of NOCLAR
that might have been committed by the employing organization. What is CAIB required
to do in these circumstances?
Paragraph R260.24 of the ICAP Code 2019 requires the CAIB to first obtain an understanding
of the matter. If based on that understanding, the CAIB identifies or suspects that the
NOCLAR has occurred, the CAIB is required to either raise the matter through the
organization's internal protocols and procedures addressing NOCLAR, or escalate it to the
CAIB's immediate superior.
65. A CAIB who is not a senior CAIB suspects that the employing organization has committed
an act of NOCLAR. If the CAIB is unable to substantiate the suspicion, does this mean that
the CAIB has not complied with the ICAP Code 2019?
No. The Code recognizes that for other CAIBS, there may be limitations on access to
information. Under the ICAP Code 2019, the CAIB will have fulfilled their responsibilities if
the CAIB has made an attempt to obtain relevant information to substantiate the suspicion.
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Disclaimer
This publication does not amend or override the ICAP Code 2019, the text of which alone is
authoritative. Reading this publication is not a substitute for reading the ICAP Code 2019, the
ISAs and related rules and regulations. The examples in this publication are not intended to
address all possible circumstances. The Q&As are not meant to be exhaustive and reference
to the ICAP Code 2019 should always be made before any decision making.
Members are advised to apply professional judgment in application of these Q&As. No
responsibility for loss occasioned to any person acting or refraining from acting as a result of
any material in these Q&As can be accepted by the Institute or its staff.
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