NASBA Model Code of Conduct

PREAMBLE

The public places trust and confidence in the profession and the services it provides;
consequently, licensees have a duty to conduct themselves in a manner that will be
beneficial to the public and which fosters such trust and confidence. This Model Code of
Conduct identifies seven fundamental principles of conduct, six of which are intended to
govern licensees’ professional performance whether they are in public practice, industry,
not-for-profit organizations, government, education or other professional endeavors. The
seventh principle, independence, applies only to those professional services where it is
required by professional standards. This Model Code of Conduct defines the conduct that
the public has a right to expect of the licensee, as well as all persons or entities the licensee
has the authority or capacity to control.

With the exception of independence, these principles are universal and apply to all services
and activities performed by the licensee in all aspects of his or her professional conduct.
Independence, however, is a unique principle that applies only to those professional
services where it is required in accordance with professional standards. This Model Code
of Conduct is not intended to replace professional standards applicable to specific
engagements. In applying any of the principles of this Model Code of Conduct to
deliberations in disciplinary or other proceedings, the Board may consider as persuasive,
but not necessarily conclusive, and/or adopt by reference applicable interpretations and
rulings of the Code of Professional Conduct adopted by the American Institute of Certified
Public Accountants, as well as similarly applicable interpretations and rulings issued by
other authorities such as the Securities and Exchange Commission, the Government
Accountability Office and the Public Company Accounting Oversight Board.

Users of the licensee’s services draw confidence from the knowledge that the profession is
bound to a framework which requires continued dedication to professional excellence and
commitment to ethical behavior that will not be subordinated to personal gain.

I. PRINCIPLE: PUBLIC INTEREST

The grant of a license indicates that an individual has met the criteria established by state
boards of accountancy to perform services in a manner that protects the public interest.
The licensee must, therefore, have a keen consciousness of the public interest. The public
consists of clients, credit grantors, governments, employers, investors, the business and
financial community, and others who use the services of licensees. Services provided by
licensees support and facilitate many societal needs, including the orderly functioning of
commerce and the capital markets.

Because the licensee is seen as a representative of the profession by the public who retains




or employs him or her or uses his or her services, the licensee should avoid conduct that
might conflict with the public interest or erode public respect for, and confidence in, the
profession.

II. PRINCIPLE: INTEGRITY

Integrity is a character trait demonstrated by acting honestly, candidly, and not knowingly
misrepresenting facts, accommodating deceit, or subordinating ethical principles. Acting
with integrity is essential to maintaining credibility and public trust. It incorporates both
the spirit and substance in the application of the ethical and technical standards that
govern the profession, or in the absence thereof, what is just and right.

A licensee should act with integrity in the performance of all professional activities in
whatever capacity performed.

III. PRINCIPLE: OBJECTIVITY

Objectivity is a distinguishing feature of the accounting profession and is critical to
maintaining the public’s trust and confidence. It is a state of mind that imposes the
obligation to be impartial and free of bias that may result from conflicts of interest or
subordination of judgment. Objectivity requires a licensee to exercise an appropriate level
of professional skepticism in carrying out all professional activities.

Although a licensee may serve multiple interests in many different capacities, objectivity
must be maintained. This requires a careful assessment of the effects on objectivity of all
professional relationships and activities.

A licensee should maintain objectivity in the performance of all professional activities in
whatever capacity performed.

IV. PRINCIPLE: DUE CARE

Due care imposes the obligation to perform professional activities with concern for the best
interest of those for whom the activities are performed and consistent with the profession’s
responsibility to the public. It is essential to preserving the public’s trust and confidence.
Due care requires the licensee to discharge professional responsibilities with reasonable
care and diligence and to adequately plan and supervise all professional activities for which
he or she is responsible.

A licensee should act with due care in the performance of all professional activities in
whatever capacity performed.

V. PRINCIPLE: COMPETENCE




Competence is derived from a combination of education and experience. It begins with a
mastery of the common body of knowledge, skills, and abilities, and requires a commitment
to lifelong learning and professional improvement. A licensee should possess a level of
competence, sound professional judgment, and proficiency to ensure that the quality of his
or her activities meets the high level of professionalism required by these Principles. A
licensee is responsible for assessing his or her own competence, which includes evaluating
whether education, experience, and judgment are adequate for the responsibility assumed.

A licensee should be competent in the performance of all professional activities, in
whatever capacity performed, and comply with applicable professional standards.

VI. PRINCIPLE: CONFIDENTIALITY

A licensee has an obligation to maintain and respect the confidentiality of information
obtained in the performance of all professional activities. Maintaining such confidentiality
is vital to the proper performance of the licensee’s professional activities.

A licensee shall not use or disclose, or permit others within the licensee’s control to use or
disclose, any confidential client or employer information without the consent of the client
or employer. This obligation continues after the termination of the relationship between
the licensee and the client or employer and extends to information obtained by the licensee
in professional relationships with prospective clients and employers.

This principle shall not be construed to prohibit a licensee from disclosing information as
required to meet professional, regulatory or other legal obligations.

VII. PRINCIPLE: INDEPENDENCE

Independence, where required by professional standards, is essential to establishing and
maintaining the public’s faith and confidence in, and reliance on, the information reported
on by the licensee.

A licensee in the practice of public accounting should be independent in fact and
appearance when engaged to provide services where independence is required by
professional standards. Independence in fact is the state of mind that permits a licensee to
perform an attest service without being affected by influences that compromise
professional judgment, thereby allowing the licensee to act with integrity and exercise
objectivity and professional skepticism. Independence in appearance is the avoidance of
circumstances that would cause a reasonable and informed third party, having knowledge
of all relevant information, to reasonably conclude that the integrity, objectivity or
professional skepticism of a licensee had been compromised.




