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Abstract: Recent developments in corporate reporting, driven by the expansion of
sustainability reporting obligations, have prompted a reassessment of the role of the
financial auditor and of the standards governing professional conduct. In this context,
independence, objectivity, and professional scepticism can no longer be examined
solely in relation to the audit of financial statements, but must also extend to non-
financial information. The professional conduct standards applicable to auditors must
be analysed in light of the principles enshrined in the International Code of Ethics
issued by the IESBA, the International Standards on Auditing, and the European legal
framework governing statutory audit and sustainability reporting. Particular attention
is devoted to the impact of the CSRD Directive! and to the development of assurance
services relating to ESG reporting, a field in which the risks associated with
subjectivity, methodological shortcomings, and greenwashing practices require an
expansion of the auditor’s professional obligations.
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1.Introduction

The financial auditing profession plays an essential role in maintaining the
credibility of financial information and in strengthening public confidence in the
economic and institutional mechanisms of the market. In this profession, the
auditor’s role is not confined to the mere verification of figures presented in
financial statements; rather, it serves as a cornerstone supporting trust in the global
economic system?. Professional conduct is the element that transforms a technical
process into a service performed in the public interest. The auditor’s conduct is
governed by a rigorous methodology that combines technical expertise with moral
integrity>.

Financial audit cannot be reduced to a purely technical verification of
financial statements, but rather entails the exercise of professional judgment
grounded in independence, objectivity, and professional scepticism. Professional
conduct represents the “compass” that guarantees both the credibility of audit
activities and the legitimacy of the opinion expressed by the auditor.

The complexity of audit activities has increased significantly in recent
years, particularly due to the expansion of corporate reporting obligations and the
development of international sustainability standards. Financial auditors are now

1 Directive (EU) 2022/2464 on Corporate Sustainability Reporting (CSRD))

2Afrasinei, Mihai-Bogdan; Carp, Mihai; Georgescu, luliana Eugenia (2024). Influenta
raportarilor de sustenabilitate asupra calitatii auditului, Audit Financiar Review, Vol. XXII, No.
1(173)/2024., p. 34, https://revista.cafr.ro/temp/Articol 9688.pdf

3Bunget, Ovidiu (2010). Audit financiar-contabil, Mirton Publishing House, Timisoara, p. 93
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required to assess not only traditional financial information, but also disclosures
concerning environmental impact, social policies, and corporate governance
mechanisms. The verification of such information involves methodological
challenges distinct from those associated with traditional financial auditing and
gives rise to new risks affecting the auditor’s independence and objectivity.

The adoption of Directive (EU) 2022/2464 on corporate sustainability
reporting (CSRD) marks an important stage in the transformation of the financial
auditing profession at the European level. The new obligations concerning the
reporting of environmental, social, and governance (ESG*) impacts have
broadened the scope of assurance engagements and have amplified the importance
of ethical standards and quality control mechanisms applicable to audit activities.
In this regard, the relationship between auditor independence, the commercial
interests of audit firms, and the requirements of the public interest has become
increasingly difficult to manage.

At the same time, the development of sustainability consultancy services
raises sensitive issues regarding professional conduct. The simultaneous provision
of consultancy and assurance services may generate self-review risks and conflicts
of interest incompatible with the professional standards applicable to financial
auditors. Moreover, the risk of validating inaccurate or scientifically insufficiently
substantiated reporting highlights the importance of professional scepticism and
independent verification mechanisms.

2. The Pillars of the Auditor’s Professional Conduct

The professional conduct of the financial auditor is founded upon a body of
ethical principles and professional rules intended to guarantee the credibility of
audit activities and the protection of the public interest. These principles are
enshrined in the International Code of Ethics issued by the International Ethics
Standards Board for Accountants (IESBA), a body operating under the auspices of
the International Federation of Accountants (IFAC), and constitute the foundation
for the exercise of the auditing profession in accordance with International
Standards on Auditing and the European regulatory framework applicable to
statutory audit.

The importance of these principles extends beyond the formal dimension
of compliance with professional obligations. In audit activities, the auditor’s
conduct directly influences users’ confidence in the verified financial and non-
financial information. For this reason, the auditor’s independence, objectivity, and
integrity are regarded as essential conditions for ensuring audit quality and
preserving the public interest function of the profession. Likewise, independence
and professional scepticism constitute fundamental guarantees of audit credibility.

1. Integrity

Integrity represents one of the fundamental principles of professional
conduct and requires that professional activities be carried out with honesty,

4 ESG is an English acronym referring to environmental, social and governance factors
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fairness, and good faith. An auditor must not be associated with information that
he or she knows, or has reason to believe, is false, incomplete, or likely to mislead
users of financial statements. Compliance with the principle of integrity entails not
only formal adherence to professional standards, but also the adoption of conduct
consistent with the social responsibility inherent in the auditing profession.

In audit practice, integrity extends beyond the formal dimension of
compliance with professional obligations. The credibility of the audit opinion
depends directly on users’ perception of the auditor’s probity and impartiality.
Consequently, any conduct that undermines public confidence in the auditor’s
independence and fairness may compromise the legitimacy of the audit process
itself.

The importance of the principle of integrity becomes even more evident in
the current context of sustainability reporting. The verification of ESG information
requires the assessment of indicators characterised by a high degree of estimation
and considerable methodological difficulties. Under such circumstances, the risk
of validating inaccurate or insufficiently substantiated reporting highlights the
necessity of complying with rigorous ethical standards and maintaining prudent
professional conduct.

2. Objectivity

Objectivity requires the exercise of professional judgment free from
external influences incompatible with the auditor’s independence. The IESBA
Code of Ethics prohibits financial, personal, or professional relationships capable
of impairing the auditor’s impartiality or creating the appearance of a conflict of
interest. In practice, the preservation of objectivity is often affected by commercial
pressures exerted upon audit firms, particularly where economic dependence on a
specific client becomes significant. In essence, this principle requires that
professional judgment remain uninfluenced by bias, conflicts of interest, or undue
influence exerted by third parties’.

These risks are amplified in the field of ESG reporting, where audit firms
increasingly provide consultancy services concerning the implementation of
sustainability strategies. In such circumstances, a clear distinction between
consultancy activities and assurance engagements becomes essential in order to
prevent self-review risks and to safeguard the objectivity of the financial auditor.

3. Professional Competence

The exercise of the auditing profession requires the maintenance of an
adequate level of professional competence and the continuous updating of
technical and regulatory knowledge. The complexity of modern corporate
reporting and the development of sustainability-related obligations require auditors
to possess interdisciplinary competencies extending beyond the sphere of
traditional financial auditing. Auditors have a continuing duty to maintain their

5 International Ethics Standards Board for Accountants (IESBA), (2025) Handbook of the
International Code of Ethics for Professional Accountants, p. 44
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knowledge at a level that ensures the provision of competent professional services,
based on the latest legislative and technical developments®.

The expansion of sustainability reporting obligations has significantly
broadened the range of competencies necessary for the exercise of the financial
auditing profession. The assessment of ESG information involves concepts that
exceed the traditional scope of financial auditing and requires knowledge relating
to climate policies, environmental indicators, corporate governance standards, and
non-financial reporting mechanisms.

In this context, due care requires not only the rigorous application of audit
procedures, but also the recognition of the limits of the auditor’s own professional
expertise. Where the nature of the engagement requires specialised technical
knowledge, the auditor must rely on independent experts and ensure the proper
evaluation of the information under examination.

4. Confidentiality

Auditors are under an obligation to respect the confidential nature of the
information obtained in the course of their professional activities. The unauthorised
use or disclosure of such information may adversely affect both the interests of the
audited entity and the credibility of the auditing profession. The duty of
confidentiality continues to apply even after the termination of the professional
relationship between the auditor and the client. Respect for the confidentiality of
acquired information is essential, except where there exists a legal or professional
duty to disclose it.

Compliance with the obligation of confidentiality contributes to
maintaining the relationship of trust between the auditor and the audited entity. At
the same time, the protection of sensitive information constitutes an essential
condition for the credibility of the auditing profession and for the effective
functioning of the financial audit process.

In the current context of digitalisation and the expansion of non-financial
reporting, the obligation of confidentiality acquires additional significance. The
management of substantial volumes of financial and non-financial data entails
increased risks relating to information security and the improper use of such
information.

5. Professional Behaviour

Professional behaviour also entails compliance with the technical and
ethical standards applicable to the profession, as well as the avoidance of any
conduct liable to undermine the reputation of the financial auditing profession. In
this respect, international rules governing professional ethics are intended to
protect the public interest and to strengthen confidence in financial audit activities.

The importance of this principle is closely connected to the public interest
function performed by the financial auditor. The credibility of the audit depends

6Paschia, Liliana (2023). Audit financiar. Suport de curs, Hyperion University of Bucharest,
Faculty of Economic Sciences, Bucharest, p. 77-78
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not only on the auditor’s technical competence, but also on public perception
regarding the auditor’s integrity and professional responsibility.

Recent transformations in corporate reporting and the expansion of
sustainability-related obligations have amplified the importance of professional
behaviour in audit activities. Auditors are now required to manage ethical and
professional risks considerably more complex than those traditionally associated
with financial auditing, particularly in relation to the verification of ESG reporting
and the prevention of greenwashing practices. The term “greenwashing” refers to
the practice of presenting, in an exaggerated, misleading, or insufficiently
substantiated manner, the “sustainable” character of an entity’s activities in order
to create a favourable image before investors, consumers, or public authorities.

As previously noted, auditor independence and professional scepticism
constitute fundamental conditions for the credibility of audit activities.
Independence represents one of the most important guarantees of the reliability of
the audit process. In the absence of both actual and perceived independence, the
auditor’s opinion loses its evidentiary value and its capacity to inspire confidence
among users of financial statements. For this reason, international standards and
European regulations attach particular importance to safeguarding the
independence of the financial auditor.

Auditor independence is examined from both the perspective of
independence of mind and independence in appearance. The former concerns the
auditor’s ability to formulate professional conclusions free from external
influences incompatible with objectivity. Independence in appearance relates to the
perception of third parties regarding the auditor’s impartiality and requires the
avoidance of any circumstances capable of giving rise to suspicions concerning
conflicts of interest.

Professional scepticism occupies a central position in audit activities. It
requires a critical and prudent attitude in assessing the information provided by the
audited entity and obliges the auditor to obtain sufficient and appropriate evidence
before formulating audit conclusions. The importance of professional scepticism is
further intensified in the context of ESG reporting, where the verification of non-
financial information involves a high degree of estimation and additional validation
difficulties.

Its significance is particularly evident in relation to ESG disclosures, where
the information subject to verification is frequently based on estimates, technical
indicators, and methodologies that remain in the process of standardisation. The
verification of data concerning carbon emissions, social policies, or environmental
impact involves challenges fundamentally different from those encountered in
traditional financial auditing and requires a prudent and rigorous approach on the
part of the auditor.

In this context, independence and professional scepticism do not constitute
merely formal obligations imposed by professional standards, but essential
conditions for safeguarding the public interest function exercised by the financial
auditor. The credibility of both financial and non-financial reporting depends
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directly upon the auditor’s ability to exercise autonomous professional judgment
and to resist economic or commercial pressures capable of impairing the objectivity
of the audit process.

3. Threats to the Auditor’s Professional Conduct

Within audit engagements, compliance with ethical principles is not a linear
process, but rather one characterised by the continuous assessment of risks capable
of impairing professional judgment. The IESBA Handbook (IFAC Code of Ethics)
adopts a principles-based approach, requiring auditors to identify, evaluate, and
address threats to compliance with the fundamental ethical principles’. The five
categories of threats are as follows:

1. Self-interest Threat

This threat arises where a financial or other personal interest improperly
influences the auditor’s judgment or behaviour. Such situations commonly occur
in cases of economic dependence on a major client or where the fees derived from
a particular contractual relationship become significant for the audit firm’s activity.

In such circumstances, there is a risk that the auditor may refrain from
expressing critical conclusions or may display excessive tolerance towards the
practices of the audited entity in order to preserve the existing contractual
relationship. The issue becomes even more sensitive in the context of ESG
reporting, where the verification of information involves a high degree of
professional judgment and additional validation difficulties.

In order to mitigate these risks, international standards require safeguards
such as independent engagement reviews, rotation of audit partners, and the
monitoring of economic relationships between the auditor and the client®.

2. Self-review Threat

A self-review threat arises where the auditor evaluates the results of a
judgment previously made either by the auditor personally or by another member
of the same firm, upon which the current engagement will rely. In such
circumstances, the auditor’s objectivity may be impaired, since there is a risk of
failing to identify errors or deficiencies resulting from the auditor’s own prior
work.

This issue frequently occurs where audit firms simultaneously provide
consultancy and audit services to the same client. In the field of sustainability
reporting, the self-review threat becomes particularly significant when the audit
firm participates in the development of ESG strategies or in the implementation of
non-financial reporting procedures and is subsequently required to provide
assurance regarding that information.

In such situations, a clear separation between consultancy activities and
assurance engagements constitutes an essential condition for preserving both the

7IESBA (2025), op. cit., p. 51
8Munteanu, Victor (2020). Auditul financiar-contabil. Demers metodologic si cazuri practice,
Universitaria Publishing House, Bucharest, p. 76
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independence of the auditor and the credibility of the audit process. Academic
literature® emphasises that this threat is especially critical in relation to the
provision of non-audit services.

3. Advocacy Threat

An advocacy threat arises where the auditor promotes a client’s position to
the extent that the auditor’s objectivity is compromised. This issue is particularly
sensitive in the context of judicial or arbitral proceedings, where the auditor may
be requested to act as an expert on behalf of one of the parties'®. Once the auditor
publicly supports the client’s interests, the perception of independence is
irretrievably undermined.

In such circumstances, the auditor risks exceeding the limits of the
professional role and losing the neutrality required for the proper exercise of audit
activities. Even the appearance of excessive involvement in supporting the client’s
interests may adversely affect public confidence in the auditor’s independence.

The risks associated with advocacy threats are amplified in the current
context of ESG reporting, where the pressure placed upon companies to present a
favourable image of their sustainability performance may indirectly influence the
auditor’s activity.

4. Familiarity Threat

As a result of a long-standing or close relationship with a client, the auditor
may become excessively sympathetic to the client’s interests or overly accepting
of the client’s work. Long-term professional relationships, continuous interaction
with the management of the audited entity, or the existence of personal connections
may generate an excessively tolerant attitude towards the explanations and
practices advanced by the client.

This risk is expressly recognised by international standards, which provide
for the mandatory rotation of audit partners in certain situations and require the
monitoring of professional relationships capable of impairing auditor
independence.

In practice, familiarity threats may lead to a reduction in professional
scepticism and to the insufficiently critical acceptance of information provided by
the management of the audited entity. In the field of ESG reporting, where data
verification involves a high degree of professional judgment, maintaining an
appropriate professional distance becomes essential for preserving the credibility
of the audit process.

5. Intimidation Threat

An intimidation threat arises where the auditor is deterred from acting
objectively because of actual or perceived pressures, including attempts to exert
undue influence over the auditor'!. Such pressures may originate from the

9Munteanu, Victor (2020).op.cit., p.78

10Profeanu, Laura (2025). Audit intern. Arbitraj judiciar, Rentrop & Straton Publishing House,
Bucharest, p.22

111IESBA, (2025).0p cit., p.53
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management of the audited entity, investors, or even from within the audit firm
itself.

In practice, threats relating to the termination of the audit engagement,
reductions in audit fees, or the initiation of litigation may influence the auditor’s
conduct and impair independence. Commercial pressures become particularly
significant where the client is economically important for the audit firm.

In the context of sustainability reporting, the risk of intimidation is
intensified by companies’ interest in maintaining a favourable image regarding
their ESG performance. In such situations, the auditor must demonstrate a high
degree of independence and professional scepticism in order to avoid validating
information that is insufficiently substantiated or liable to mislead users of
corporate reporting.

All the threats discussed above may be mitigated through an attitude of
professional scepticism. Professional scepticism does not imply a presumption of
dishonesty, but rather the necessity for the auditor not to accept as true or accurate
any statement made by management without corroboration through external
evidence. In the context of sustainability reporting, scepticism becomes even more
important, since non-financial data are considerably easier to manipulate than
traditional accounting figures'?.

4. Conclusion

The professional conduct of the auditor is not a static concept, but a
dynamic professional framework that evolves alongside society and the increasing
complexity of economic transactions.

Ethics may be regarded as the invisible infrastructure of financial markets.
Without the integrity and objectivity of the auditor, financial information would
lose its practical value, ultimately leading to a systemic crisis of confidence.

Global standardisation, through IFAC and the International Standards on
Auditing (ISA), has created a universal language of credibility. The process of
incorporating these standards into the national legal framework has enabled
Romanian auditors to align themselves with the highest international standards,
thereby facilitating foreign investment and economic integration. Nevertheless,
significant challenges remain, and the various threats to auditor independence
demonstrate that commercial pressure will always constitute a test of professional
integrity.

The extension of the auditor’s sphere of responsibility towards
sustainability and ESG reporting represents the most significant professional
transformation of the last decade. The modern auditor must redefine professional
conduct so as to include expertise relating to non-financial data. Audit quality is
now intrinsically linked to the capacity to detect and expose greenwashing
practices, which requires a far more nuanced form of professional scepticism and
an interdisciplinary approach.

12 Afrésinei, Mihai-Bogdan; Carp, Mihai; Georgescu, Iuliana Eugenia (2024). op.cit., p.49
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In an era increasingly shaped by artificial intelligence and automated
decision-making, ethical judgment remains an inherently human dimension of the
auditing profession.

The author(s) of this paper did not use Al to write this article.
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