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Safeguards—Further Consideration of Issues and Task Force Proposals 
 

Background 
1. The IESBA approved the Safeguards project with the aim of improving the clarity, appropriateness, and 

effectiveness of the safeguards in the Code in January 2015. The two-phased project is expected to 
be finalized in December 2017 together with the Structure project.  

2. Phase 16 of the project was agreed in principle in December 2016. A staff-prepared document, Basis 
for Agreement in Principle for Proposed Revisions Pertaining to Safeguards in the Code—Phase 1 
(Safeguards BFAP) was released in January 2017 to summarize and explain the rationale for the 
IESBA’s conclusions.  

3. During its June 2017 meeting, the IESBA considered significant comments received on the Exposure 
Draft of Phase 2 of the project, Proposed Revisions Pertaining to Safeguards in the Code—Phase 2 

                                                           
1    Part 1 – Complying with the Code, Fundamental Principles and Conceptual Framework, Section 120, The Conceptual Framework 
2    Part 3 – Professional Accountants in Public Practice, Section 300, Applying the Conceptual Framework – Professional 

Accountants in Public Practice 
3   Phase 2 of the Safeguards project includes revisions to the following paragraphs in the extant Code: 

• 290.100–290.101, Application of the Conceptual Framework Approach to Independence. 

• 290.154–290.214, Provision of Non-Assurance Services to an Audit Client.  

• 291.138–291.148, Provision of Non-Assurance Services to an Assurance Client. 

This phase also includes conforming amendments to other sections of the Code.  
4    Part 4A – Independence for Audits and Reviews, Section 600, Provision of Non-assurance Services to an Audit Client  
5    Part 4B – Independence for Other Assurance Engagements, Section 950, Provision of Non-assurance Services to an Assurance 

Client 
6  The Phase 1 Exposure Draft, Proposed Revisions Pertaining to Safeguards in the Code—Phase 1 (Safeguards ED-1) was 

approved and released in December 2015 with a comment deadline of March 21, 2016. 

How the Project Serves the Public Interest 

This project addresses the clarity, appropriateness and effectiveness of safeguards in the extant Code. 
Drafted in accordance with the new structure and drafting conventions established by Phase 1 of the 
Structure of the Code (Structure) project, the enhancements resulting from the Safeguards project will 
better support professional accountants (PAs) in fulfilling their responsibility to act in the public interest, 
and with respect to audits of financial statements, contribute to supporting audit quality. 

Phase 1 of the project establishes an enhanced and more robust conceptual framework with more explicit 
requirements and application material to explain how to identify, evaluate and address threats to 
compliance with the fundamental principles and threats to independence (i.e., proposed Sections 1201 
and 3002).  

Phase 2 of the project includes proposed revisions pertaining to the application of the enhanced 
conceptual framework to non-assurance services (NAS) currently dealt with in Sections 290 and 291 of 
the extant Code3 (i.e., proposed Sections 6004 and 9505). Phase 2 also deals with proposed conforming 
amendments to other sections of the Code. 

https://www.ifac.org/publications-resources/structure-safeguards-revisions-agreed-principle
https://www.ifac.org/publications-resources/structure-safeguards-revisions-agreed-principle
http://www.ifac.org/publications-resources/proposed-revisions-pertaining-safeguards-code-phase-2-and-related-conforming
https://www.ifac.org/publications-resources/proposed-revisions-pertaining-safeguards-code-phase-1
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and Related Conforming Amendments7 (Safeguards ED-2).  

Matters Presented in this Paper  

4. This paper summarizes the remaining issues that are relevant to the development of the Task Force’s 
proposals. The Task Force took into account the feedback from the June 2017 IESBA discussions to 
develop its proposed revisions to the Phase 2 text.  

5. The paper is organized as follows:  

A. Recap of June 2017 IESBA decisions  

B. Significant matters raised during teleconferences with certain regulatory respondents  

(i) Future NAS Project 

(ii) Acceptable Level 

(iii) Reasonable and Informed Third Party (RITP) 

(iv) Safeguards  

(v) Timing for Re-evaluating Threats 

(vi) Timing for Overall Assessment 

(vii) Promoting Awareness of the Safeguards Project and Assessing Its Effectiveness  

C. Likelihood of threats created  

D. Significant revisions to Proposed Section 600  

E. Significant revisions to Proposed Section 950  

F. Other refinements and revisions to proposed safeguards-related texts, including refinements 
relating to the enhanced conceptual framework  

A. Recap of June 2017 IESBA Decisions  

6. The Board generally agreed with the Task Force’s preliminary proposals set out in Agenda Item 4-A of 
the June 2017 IESBA meeting agenda material. Amongst other matters, the Board determined that 
respondents’ comments relating to: 

• The Phase 1  agreed-in-principle text (AIPT) should not result in substantive revisions unless 
there is a fatal flaw. In finalizing the AIPT, the Board contemplated that some refinements might 
be needed to achieve drafting consistency and for Phase 2 safeguards-related conforming 
amendments.  

• The permissibility of NAS and any suggestions relating to the inclusion of NAS prohibitions in the 
Code, will be considered as part of the future NAS initiative that is expected to commence in 
2018. 

7. The Board also agreed that in cases where respondents to Safeguards ED-2 sought clarification about 

                                                           
7  Safeguards ED-2 was approved in December 2016 and released in January 2017 with a comment deadline of April 25, 2017. 

http://www.ifac.org/publications-resources/proposed-revisions-pertaining-safeguards-code-phase-2-and-related-conforming
http://www.ethicsboard.org/system/files/meetings/files/Agenda-Item-4A-Safeguards-Phase-2-Issues-and-Task-Force-Proposals_0.pdf
https://www.ifac.org/publications-resources/structure-safeguards-revisions-agreed-principle
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decisions made in finalizing the AIPT, such clarification will be provided in the Basis for Conclusions 
document for the project. For example, it was agreed that the Basis for Conclusions would further 
explain the interaction between factors that are relevant to evaluating threats and safeguards. It would 
also emphasize that PAs, firms and network firms are required to address threats that are not at an 
acceptable level as opposed to all threats.  

B. Significant Matters Raised During Teleconferences with Certain Regulatory Respondents  

8. As directed by the Board, in July the Safeguards Task Force held teleconferences with representatives 
of the International Forum of Independent Audit Regulators (IFIAR), Committee 1 of the International 
Organization of Securities Commissions (IOSCO) and the UK Financial Reporting Council (UKFRC) to 
discuss their feedback on Safeguards ED-2. Those discussions provided the Task Force with useful 
insights about how to respond to those respondents concerns’, and this is reflected in the Task Force’s 
proposals. Below is a summary of the more significant matters discussed during those teleconferences. 

Future NAS Project 

9. There is a strong interest from all three regulatory bodies in the IESBA’s commitment to undertake a 
future initiative on NAS relating to permissibility. This interest underscores the importance of the IESBA 
prioritizing this future NAS initiative. Therefore, respondents’ suggestions relating to NAS permissibility 
have been referred to the Planning Committee for their consideration in developing the IESBA’s future 
strategy and work plan.  

Acceptable Level  

10. The UKFRC observed that some stakeholders believe that the use of the term “acceptable level” in the 
Code sets too low a bar. This is because those stakeholders interpret the term using their plain-English 
understanding of the word “acceptable.”  

11. During the teleconference, the Task Force emphasized that the term “acceptable level” is defined in 
the conceptual framework and the Glossary to the Code as “a level at which a professional accountant 
using the RITP test would likely conclude that the accountant complies with the fundamental 
principles.”8.  

12. The Task Force believes that the new description of the term “acceptable level” in the enhanced 
conceptual framework is appropriate and should be given prominence in the Basis for Conclusions for 
the Safeguards project.  

RITP 

13. The UKFRC expressed concern about using the word “experience” in the last sentence of the 
description of RITP. They noted that some UK stakeholders believe that the word risks some PAs 
interpreting the RITP test as having to be applied from the perspective of a PA rather than the objective 
lens of the public in whose interests the PA has a responsibility to act.  

                                                           
8  Part 1, Section 120, paragraph 120.8 A1 
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14. During its discussion with UKFRC, the Task Force emphasized that: 

• The RIPT should be applied from the perspective an objective third party.  

• The AIPT explicitly states that the RITP does not need to be a PA (see paragraph 120.5 A1). 

• It is important that the Code explain the characteristics of the RITP in a manner that is clear, 
simple and not overly detailed.  

• The guidance highlighted below, which forms part of the RIPT description, is needed to elaborate 
on the meaning of the word “informed:”  

o The RITP does not need to be another PA and does not have to be knowledgeable about 
all the matters in the Code. 

o The RITP should have enough “business acumen” to understand the issues that PAs 
would be dealing with as part of their work and the public’s expectations of PAs more 
broadly. In other words, the RITP cannot be an uninformed member of the public, but rather 
someone who “…  would possess the relevant knowledge and experience, to understand 
and evaluate the appropriateness of the accountant’s conclusions in an impartial manner.” 

15. It was agreed that the IESBA would emphasize its rationale for the description of a RITP in a prominent 
manner in the Basis for Conclusions.  

Safeguards  

16. A key objective of the Safeguards project is to align the examples of actions that might be safeguards 
in the Code to the specific types of threats that they are intended to mitigate. Phase 1 of the Safeguards 
project established a more robust conceptual framework to assist in identifying, evaluating and 
addressing threats. Safeguards ED-2 showcased those enhancements in the changes to the examples 
of actions that might be safeguards across the proposed restructured Code.   

17. IFIAR and IOSCO expressed concerns about “using professionals who are not members of the firm’s 
audit team to provide the NAS or, if the work is done by a member of the audit team, having another 
professional outside the audit team review the work” as a safeguard. It was suggested that revisions 
be made to the descriptions of examples of safeguards so that they: 

• Are specific and appropriate to “mitigate the risk in providing the particular type of NAS.” 

• Avoid the likelihood that a PA might inappropriately conclude that a self-interest or self-review 
threat to independence is confined only to the individuals on an engagement team, rather than 
to the firm or network firm more broadly. 

Task Force Response  

18. The Task Force reviewed and revised the examples of safeguards across the proposed texts to ensure 
that explicit reference is made to the specific threats that they are intended to address.  

19. The Task Force reiterated that PAs are responsible for addressing all threats that are not at an 
acceptable level, and that the application of safeguards is one of the ways that threats can be 
addressed.  
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20. The provisions in the Code build on the requirements and application material in the conceptual 
framework and are intended to provide guidance that might be relevant depending on the specific facts 
and circumstances of a particular engagement. Therefore, an understanding of the facts and 
circumstances of a particular engagement as well as all the relevant provisions in the Code is critical 
to the proper application of the conceptual framework. For example, in relation to threats created by 
providing accounting and bookkeeping services to an audit client, those relevant provisions would be: 

• The requirements and application material in Sections 120, 300 and 400 as appropriate.  

• The general provisions in paragraphs 600.1 – R600.10;  and  

• The requirements and application material in subsection 601.  

21. The Task Force also notes that the Structure Task Force is suggesting revisions to the Guide to the 
Code set out in Agenda Item 3-D to better explain how to use the Code and to emphasize that the 
provisions in the Code should be read in an integrated manner. Similar material will be added to the 
Basis for Conclusions for the Structure project. 

Timing for Re-evaluating Threats  

22. The enhanced conceptual framework stresses the importance of remaining alert throughout the 
process of identifying, evaluating and addressing threats. It includes a requirement for PAs to “remain 
alert for new information and to changes in facts and circumstances” (see paragraph R120.5 (b)). Also, 
the enhanced conceptual framework: 

• Clarifies that there is a link between the requirement to re-evaluate threats and the requirement 
for PAs to remain alert for new information or changes in facts and circumstances.9  

• Clarifies that the requirement that involves a re-evaluation of threats is to be applied as part of 
the evaluation stage of the conceptual framework (see revised subheading titled “Consideration 
of New Information or Changes in Facts and Circumstances”).  

• Includes new application material to explain the meaning of remaining alert in the context of 
applying the conceptual framework (see paragraphs 120.9 A1-120.9 A2).  

23. IFIAR suggested that “a re-evaluation of threats should not be restricted to the emergence of new 
information, but rather as a constant state of awareness;” and that PAs should “engage in periodic 
re-evaluation of threats on a timely basis to evaluate new information or potential changes in facts 
and circumstances.” 

Task Force response  

24. The Task Force believes that the relevant provisions in the conceptual framework described in 
paragraph 20 above will achieve the objective being suggested by IFIAR because the phrases 
“constant state of awareness” and “remain alert” mean essentially the same thing.  

25. With respect to IFIAR’s suggestion to set a specific timeframe for re-evaluating threats in the Code, 
the Task Force is of the view that having a more principles-based approach that is triggered by the 

                                                           
9   Paragraph R120.5 requires PAs to “…remain alert for new information and changes in facts and circumstances…” when applying 

the conceptual framework.  
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PA’s knowledge of new information or changes in facts and circumstances is more robust. The need 
for, and importance of, having a principles-based conceptual framework was a key consideration for 
the Board in finalizing Phase 1 of the project.  

Timing for Overall Assessment  

26. Phase 1 of the project establishes new requirements to assist PAs in addressing threats. As part of 
addressing threats, PAs are required to perform an overall assessment which involves: 

• Forming an overall conclusion about whether the actions that they have taken or intend to take 
to address the threats will eliminate those threats or reduce them to an acceptable level. 

• Reviewing any significant judgments made or conclusions reached; and using the reasonable 
and informed third party test (see paragraph R120.11).  

27. IFIAR was of the view that the timing for performing the overall assessment described above is unclear.  

Task Force response  

28. The Task Force believes that the new placement of the requirement under a revised subheading titled 
“Consideration of Significant Judgments Made and Overall Conclusions Reached” is clearer and 
therefore responsive to IFIAR’s concern. The overall assessment forms part of the Addressing Threats 
stage of the conceptual framework.  

Promoting Awareness of the Safeguards Project and Assessing Its Effectiveness 

29. IOSCO and IFIAR both expressed concern about the level of professional judgment that might be 
required to determine the effectiveness of a safeguard and questioned whether more guidance should 
be provided to assist firms determine the effectiveness of a safeguard in a consistent manner. After 
extensive discussions, an IOSCO representative suggested that as a follow up to the Safeguards 
project, the Board should: 

• Undertake extensive outreach activities to communicate and promote and support the effective 
implementation of the enhancements to the extant Code; and  

• Gather stakeholder input via a “post-implementation review” in order to assess whether the 
enhancements to the extant Code achieve the goals of the project. 

These suggestions were also made in the IOSCO and IFIAR comment letters in response to 
Safeguards ED-2.  

Task Force Response  

30. The Task Force believes that the enhanced conceptual framework provides sufficient guidance to 
assist PAs determine the effectiveness of safeguards. Therefore, the Task Force believes that there 
is merit to the IESBA facilitating the development of materials to raise awareness of the revisions and 
promote and support their effective implementation. 

31. The Task Force envisages that such materials might take the form of articles, staff publications and 
other tools that might highlight key aspects of the revisions from the project (e.g., such material might 
explain the role of conditions, policies and procedures in the enhanced conceptual framework, and 
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the difference between factors that are relevant in evaluating threats and examples of actions that 
might be safeguards).  

32. In relation to the suggestion for a “post-implementation review,” the Task Force is of the view that 
this matter is outside the scope of the project and should be considered by the Board as part of 
developing its future strategy.  

Matter for IESBA Consideration 

1. Do IESBA members agree with the Task Force’s responses to the significant matters discussed with 
representatives of IFIAR, IOSCO and UKFRC? 

C. Likelihood of Threats Created  

33. A few respondents10 questioned the appropriateness of having the word “might” in Section 600 of 
Safeguards ED-2 to describe the likelihood of threats being created by providing a specific NAS to an 
audit client. Those respondents commented that: 

• The statement in paragraph 603.1, “Providing valuation services to an audit client might create 
self-review threat” appears to suggest that a self-review threat would be remote when in reality 
it is likely in most situations.11  

• The word “might” suggests that something that is more remote than the word “may” and that in 
the context of Section 600, the use of the phrase “…might create threats…” understates the 
likelihood of the specific threat occurring.12  

Task Force Response  

34. The section titled “Use of May and Might” in Agenda Item 3-A summarizes respondents’ comments 
and the Structure Task Force’s response.  

35. In coming to a view about its recommended way forward, the Task Force considered:  

• The need for consistency in the relevant statements presented across the various sections of the 
Code; 

• That the issue being raised by respondents is not new and demonstrates inconsistent 
interpretations of the meaning of the word “may” as used in the extant Code, which was 
highlighted by the Structure Task Force as part of its Phase 1 work. The Task Force notes that 
having explicit descriptions of the words “may” and “might” in the Glossary to the restructured 
Code provides clarity about what they mean in the context of the Code (see refinements to the 
description of the word “might” in the Glossary in Agenda Item 3-D); and 

• That the introductory paragraphs in the sections of the various proposed texts (and the 
subsections in Section 600) are not intended to describe the likelihood of threats occurring. 
Rather, they are intended to emphasize to readers the overarching requirement to comply with 

                                                           
10  Firm: EYG; NSS: NZAuASB 
11  Firm: EYG 
12  NSS: NZAuASB  
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the fundamental principles (and where applicable, the requirement to be independent). 

36. On the one hand, the Task Force acknowledged that there is some merit to: 

• Describing the likelihood of threats when the facts and circumstances provided in the Code are 
specific, using a phrase such as “…would likely create…” or “…would usually create…” (e.g., in 
paragraphs 601.1, 603.1 604.10 A1 and 610.1). The Task Force observed that this approach 
would provide a useful contrast to the phrases “…would not usually create…” and “…does not 
usually create…” that are already used in, for example, paragraphs 602.1, 604.5 A1, 604.10 A2 
and 609.3 A2 and in the extant Code. 

• Using the word “might” when the facts and circumstances provided in the Code are general (e.g., 
in 600.2) 

37. On the other hand, the Task Force noted that it is the mere existence of a threat that triggers the PA’s 
responsibility to apply the provisions in the conceptual framework. The Task Force therefore questioned 
whether describing the likelihood of a threat in a more precise manner would: 

• Change PAs’ understanding of how the conceptual framework should be applied. For example, 
PAs are responsible for ensuring that all threats identified (irrespective of their likelihood) are 
addressed (i.e., eliminated, or reduced to an acceptable level). 

• Be clearly understood by all stakeholders. For example, as part of its deliberations, the Task 
Force wondered whether:  

o Users of the Code would appreciate a difference between the word “might” as described 
in the Glossary to the Code and the phrase “would likely.”  

o There is a risk that some PAs might inappropriately apply the conceptual framework and 
focus only on the threats that are flagged as being more likely to occur.  

38. On balance, the Task Force is of the view that a broader consideration of this issue is required and that 
the issue goes beyond the scope of the Safeguards project. Accordingly, the Task Force recommends 
this issue as a matter for further Board consideration and suggests that the work be done as part of the 
future NAS initiative.   

Matters for IESBA Consideration 

2. Do IESBA members agree with the Task Force’s overall approach to developing proposed revisions 
to clarify the likelihood of threats being created in the Code, in particular when the Code specifies a 
particular set of facts and circumstances? 

D. Significant Revisions to Proposed Section 600 (Agenda Item 3-B) 

39. In addition to the various editorial refinements and structural revisions (refer to Agenda Item 2-A), a 
discussion of the substantive revisions that the Task Force believes should be made to Section 600 is 
included below. Those revisions take into account respondents’ drafting suggestions as deemed 
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appropriate as well as any offline input provided by the IESBA members on the June 2017 preliminary 
draft.  

Identification of Specific Threats 

40. In response to suggestions from some respondents, the Task Force reviewed the proposed texts to 
ensure that a specific reference is made to the category of threat, particularly in the introductory 
paragraphs and in describing actions that might address those threats.  

41. The Task Force identified a number of instances within Section 600 where it believes that a reference 
to “advocacy threats” should be added (e.g., in paragraphs 603.1 and 604.10 A1). Also, for each 
situation, the Task Force reaffirmed its view about the appropriateness of the examples of factors that 
are relevant to evaluating the level of threats and the examples of actions that might either (i) eliminate 
a threat; or (ii) be a safeguard; to address each specific threat. 

General Provisions  

42. Significant revisions to the general provisions in Section 600 include: 

• Refinements to the existing general factors and the addition of a new one, for evaluating the level 
of any threats created by providing a NAS to an audit client (see paragraph 600.4 A3). 

• Refinements to clarify how the general provisions in Section 600 and the subsections that follow 
interact with each other (see revisions to the last sentence in paragraphs 600.2, the revisions in 
paragraph 600.4 A4, and the introduction section to each subsection). 

• A reference to the IAASB’s International Standard that deals with materiality in context of a review 
engagement (paragraph 600.5 A1).   

• Improvements to the structure of the general provisions for NAS with changes to the format used 
for the titles for the subheadings of the following:  

o Materiality in relation to financial statements; 

o Multiple NAS to an audit client; and  

o Prohibition on assuming management responsibilities.  

Prohibition on Assuming Management Responsibilities 

43. The Task Force developed several improvements in response to respondents’ comments and drafting 
suggestions. For example: 

• The title for the section heading above paragraph R600.7 is revised from “Avoiding Management 
Responsibilities” to “Prohibition on Assuming Management Responsibilities.” 

• A new subheading titled “Providing advice and recommendations to assist management in 
discharging their responsibilities” is added.  

• The ordering of paragraphs 600.7 A1 and 600.7 A2 is reversed.  

• The phrase “…avoid the risk of assuming management responsibility…” is revised in paragraph 
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R600.8. This addresses some respondents concerns13 and improves the drafting of the 
requirement that sets out the actions that a firm must ensure management takes in order for the 
firm to avoid assuming management responsibilities.  

Subsection 601 – Accounting and Bookkeeping Services 

44. The reference to “bookkeeping services” in the second bullet in paragraph 601.3 A1 is revised to 
“recording transactions.” The Task Force also believes the flow of the provisions is enhanced with: 

• The addition of a subheading titled “Accounting and Bookkeeping Services that are Routine or 
Mechanical” above paragraph 601.4 A1; and  

• Repositioning the subheading titled “Audit Clients that Are Not Public Interest Entities” above 
paragraph 601.5 A1.  

Subsection 602 – Administrative Services 

45. The Task Force considered a suggestion14 to reposition the provisions in Subsection 601 to either the 
general provisions in Section 600 or another subsection, but ultimately agreed to retain its Safeguards 
ED-2 placement. The Task Force notes that the IESBA considered this suggestion in finalizing the 2015 
revisions to the NAS section of the Code (see the Basis for Conclusions: Changes to the Code Addressing 
Certain Non-Assurance Services Provisions for Audit and Assurance Client).  

Subsection 604 – Tax Services  

46. For simplicity and to modernize the terminology in the Code, the Task Force believes that the word 
“taxation” should be replaced with the word “tax.” 

47. The Task Force notes that proper application of the new drafting convention and format for the 
restructured Code means that the factors that are relevant in evaluating the level of threat created by 
providing specific types of tax services in paragraphs 604.6 A2, 604.8 A3, 604.10 A3 and 604.11 A4, 
should not repeat the factors that are already included in the related general tax provisions in paragraph 
604.3 A2. Accordingly, consistency revisions have been made as deemed appropriate.  

48. Within the tax subsection of the Code, several new subheadings have been added to enhance 
readability and improve the flow of the material.  

Subsections 605 and 606 – Internal Audit Services and Information Technology (IT) Services  

49. The Task Force is of the view that the provisions in Subsections 605 and 606 relating to internal audit 
and IT service should be presented in a consistent manner. Accordingly, revisions have been made to 
achieve this consistency in presentation (see revisions in paragraphs R605.4, 605.4 A1, 606.3 A2 and 
R606.4).  

50. The Task Force has accepted a respondent’s suggestion to move up the application material in 
paragraph 605.6 A115 and the placement of certain paragraphs with the subsection to improve the flow 

                                                           
13     Regulators: IFIAR, IRBA, UKFRC 
14  Regulator: UKFRC 
15  Firm: DTT 

http://www.ifac.org/publications-resources/basis-conclusions-changes-code-addressing-certain-non-assurance-services-prov
http://www.ifac.org/publications-resources/basis-conclusions-changes-code-addressing-certain-non-assurance-services-prov
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of the provisions. Also, the word “similarly” has been added to the beginning of the second sentence in 
the paragraph 605.5 A1 to better link the statement to the preceding sentence.   

51. To the extent possible, the same words are used in the Code to describe similar matters that are 
addressed in the IAASB’s International Standards. In this regard, and in response to a respondent’s 
comment, the Task Force believes that the term “…separately or in the aggregate …” should be 
replaced with “… individually or in the aggregate …” The Task Force notes that the term is used only 
in Section 600 of the proposed restructured Code.  

52. In regards to the IT subsection, the Task Force agreed that: 

• Throughout subsection 606, the term “IT services” will be changed to “IT systems services.” 

• The provision in paragraph R606.4, consistent with the extant Code, applies to all entities. Its 
new position and revisions to the proposed requirement in R606.5 in Safeguards ED-2, make 
this clearer.  

• The second bullet in paragraph 606.4 A1 is expanded to indicate that “…the extent to which [the 
nature of an IT system] impact or interact with the client’s accounting records or financial 
statements” is relevant to evaluating the level of threats created by providing IT systems services.  

Subsection 603 and 607 – Valuation and Litigation Support Services 

53. The revisions in subsections 603 and 607 have either already been discussed (e.g., changes to 
introduction) or are editorial in nature. 

Subsection 608 – Legal Services 

54. The Task Force determined that several editorial refinements are needed to subsection 608. 
Substantive revisions relate to:  

• Adding a new factor that is relevant to evaluating advocacy threats created by providing legal 
services to audit clients in paragraph 608.5 A3. 

• Revising the titles and placement of subheadings to improve the flow of the provisions.  

Subsection 609 – Recruiting Services 

55. Respondents to Safeguards ED-2 held mixed views about the proposed requirement to prohibit auditors 
from providing certain recruiting services to their audit clients. On the one hand, there was strong 
support from some respondents (i.e., regulators, NSS and larger firms), while on the other hand some 
respondents expressed concerns (i.e., mid-tier firms, SMPs and some member bodies) about potential 
unintended consequences.  

56. At its June 2017 meeting, the IESBA agreed with the Task Force’s view that the threats created by 
providing the following recruiting services cannot be addressed by applying safeguards: 

• Searching for; or  

• Seeking candidates and undertaking reference checks for prospective candidates  

with respect to the following positions: 
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(i) A director or officer of the entity; or 

(ii) A member of senior management in a position to exert significant influence over the preparation 
of the client’s accounting records or financial statements for audit clients.  

57. In response to the Board’s request, the Task Force developed new guidance to describe recruiting 
services more broadly, in an effort to emphasize the wide range of services that might be provided (see 
paragraph 609.3 A1). Other refinements made to enhance the readability of the subsection include: 

• Adding a reference to the prohibition relating to assuming management responsibilities and 
clarifying the types of recruiting services that do not usually create threats (paragraph 609.3 A2).  

• Establishing a new requirement similar to those included in the internal audit and IT subsections 
regarding actions that the firm must take when providing a permissible recruiting service (see 
paragraph R609.4).  

• Re-ordering the provisions to enhance their readability and flow.  

• Adding a subheading to emphasize the types of recruiting services that are prohibited (see 
paragraphs R609.6 and R609.7). 

Subsection 610 – Corporate Finance Services 

58. In addition to the editorial revisions that were made to subsection 610, and the other revisions 
discussed in Section F of this paper, the Task Force clarified the types of corporate finance services 
that are prohibited (see paragraphs R610.4 and R610.5). 

Matter for IESBA Consideration 

3. Do IESBA members agree with the Task Force’s proposed revisions in Section 600? 

E. Significant Revisions to Proposed Section 950 (Agenda Item 3-C) 

59. Consistent with the approach used in developing its proposals in Safeguards ED-2, the Task Force 
developed revisions to proposed Section 950 so that the requirements are closely aligned to those in 
Section 600 (see paragraphs 950.4 A3, 950.5 A1 and R950.8). Also, in addition to several editorial 
revisions aimed at achieving consistency, the Task Force determined that: 

• Some of the provisions should be re-ordered to improve overall flow and enhance readability.  

• Some revisions needed to be made to the provisions relating to the prohibition on assuming 
management responsibilities in order to align them more closely with the material in the extant 
Code relating to other assurance engagements (see paragraphs R950.6 to 950.7 A2). 

Matter for IESBA Consideration 

4. Do IESBA members agree with the Task Force’s proposed revisions in Section 950? 
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F. Other Refinements and Revisions to Proposed Safeguards-related Texts  (Agenda Items 2B, 3-
D, 6-A, and 8-A) 

Refinements Relating to the Enhanced Conceptual Framework  

60. In reflecting on some of the comments from respondents to Safeguards ED-2, the Task Force is of the 
view that some respondents were confused about how to apply certain aspects of the enhanced 
conceptual framework set out in Section 120. There also seems to be confusion about how the 
requirements and application material in Section 120 interact with and should be complemented by the 
provisions in the rest of the proposed restructured Code.  

Task Force Response  

61. The Task Force worked in close coordination with the Structure, Part C, and Long Association (LA) 
Task Forces to determine an appropriate response to comments relating to the enhanced conceptual 
framework. The Task Force believes that while some of the comments might be addressed with 
changes to the AIPT, other actions are also needed to help promote awareness and proper 
implementation of the enhanced conceptual framework. 

Refinements to proposed texts  

62. The Task Force determined that some limited drafting refinements might better explain certain aspects 
of the conceptual framework. For example, the Task Force is recommending that refinements be made 
to:  

• Clarify that conditions, policies and procedures are essentially factors that are relevant to 
evaluating the level of threats. This refinement also improves the connectivity between Phase 1 
and Phase 2 proposals because it introduces the Phase 2 terminology “factors that are relevant 
to evaluating the level of threat” into the conceptual framework (see the first sentence in 
paragraph 120.7 A2 in Agenda Item 3-D). 

• Emphasize that safeguards are applied when available and capable of being applied to reduce 
threats to an acceptable level (see paragraph R120.10(b)) 

• Improve the flow of the application material for addressing threats (see reordering application 
material to describe safeguards and actions to eliminate threats in paragraphs 120.10 A1 and 
120.10 A2).  

• Explain the relevance of conditions, policies and procedures in addressing threats (see new 
paragraph 120.10 A3).  

• Better align the application material to address threats for professional accountants in public 
practice to the provisions in the conceptual framework (see paragraphs 300.8 A1-300.8 A3).  

• Take on a suggestion made by a respondent to Safeguards ED-2 regarding the need for having 
application material to provide guidance about addressing threats in proposed Section 200 (see 
new paragraph 200.7 A1).  

• Avoid the repetition of overarching provisions in the conceptual framework in Section 120, 
thereby achieving consistency in overall presentation (e.g., see deletion of paragraph R270.5 
and suggested revisions to paragraph R600.9 (c)). In limited instances, material is duplicated in 
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some sections for emphasis.  

• Better align the application material relating to multiple NAS to an audit client to the foundational 
provisions in the conceptual framework (see paragraphs R120.7 to 120.7 A1 and 600.6 A1).  

Other actions that might help promote the understanding of the enhanced conceptual framework 

63. The Task Force believes other actions beyond the refinements to the Code are needed by the Board 
to help readers understand how to apply the enhanced conceptual framework. For example: 

• The Task Force concurs with the Structure Task Force and believes that the Guide to the Code 
might be a useful tool for explaining how readers should apply the enhanced conceptual 
framework (refer to Agenda Item 2-A for a more detailed discussion of revisions made to the 
Guide to the Code).  

• The Task Force agrees with IESBA members who are of the view that the Basis for Conclusion 
for the project should clearly explain the Board’s key decisions (e.g., the decision to no longer 
characterize conditions, policies and procedures established by the profession, legislation, 
regulation, the firm, or the employing organization as safeguards, but rather as factors that are 
relevant to evaluating the level of threats).  

• As discussed in Section B of this paper, Promoting Awareness of the Safeguards Project and 
Assessing Its Effectiveness, believes that there is merit to the IESBA commissioning the 
development of materials to raise awareness of the revisions to the Code, in particular in relation 
to the enhancements made to the conceptual framework, to promote and support their effective 
implementation. 

Matter for IESBA Consideration 

5. Do IESBA members agree with the Task Force’s proposed revisions to address questions relating 
to the linkage between the provisions in the enhanced conceptual framework set out in Section 120 
and the rest of the proposed texts? 

Pervasive Changes Arising from Consistency Review  

Reference to Types of Threats  

64. In addition to the revisions summarized in Section C of this paper titled “Refinements Relating to the 
Conceptual Framework,” several editorial and structural refinements have been made to the proposed 
texts. Those refinements respond to some Structure ED-2 and Safeguards ED-2 respondents’ 
concerns about duplication and set out a more consistent approach for drafting similar matters across 
the various proposed texts. An example of a pervasive change arising from the consistency review 
relates to the manner in which reference is made to specific threats in the introductory paragraphs and 
the safeguards related texts.  

65. A key objective of the Safeguards project is to increase the connectivity of the examples of actions that 
might be safeguards to specific types of threats. Accordingly, a more consistent approach is used 
across the various sections in the proposed texts to achieve this objective. This includes having:  

• An introductory paragraph that emphasizes the specific type or category of threats that might be 
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created by a particular circumstance (unless it is determined that all threats are likely to be 
created);  

• Tailored application material to assist in evaluating and addressing specific threats that might be 
created. This application material provides: 

o Examples of factors that might be relevant in evaluating threats;  

o Examples of actions that might eliminate threats; and 

o Examples of actions that might be safeguards to address [the specific type or category of 
threat(s)]. 

66. The proposed safeguards related texts also include several other non-pervasive refinements arising 
from the consistency review that has been suggested by the Structure Task Force. 

67. Refinements arising from the consistency review are not considered to be substantive in nature and 
are not intended to change the meaning of the proposals in Safeguards ED-2 and Structure ED-2.  

Examples of Safeguards – Having an Appropriate Professional Review  

68. During the June 2017 IESBA meeting, questions were raised about whether the individual referred to 
in the examples of safeguards that involve a review across the various sections of the Code should be 
a professional accountant.  

69. The Task Force considered the different ways in which the examples were described in the AIPT and 
Safeguards ED-2 and believes that clarification and consistency is required.  

70. The Task Force agreed that the examples of safeguards involving reviews should be revised to include 
the word “appropriate” qualify the professional performing them as follows: “having an appropriate 
professional review …” The Task Force believes that the use of the term “appropriate professional” 
allows for the safeguard to be tailored based on the specific facts and circumstances of the engagement 
for which the review is required.  

Matters for IESBA Consideration 

6. Do IESBA members agree with the Task Force’s proposed revisions to the safeguards related 
proposed texts, i.e., the text shaded in gray relating to the work of the:  

(a) Structure Task Force in Agenda Items 2-B and 3-D? 

(b) Part C Task Force in Agenda Item 8-A? 

(c) LA Task Force in Agenda Item 6-A? 
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Appendix 1 

List of Respondents to Safeguards ED-2 as of August 2017 

Note: Members of the Monitoring Group are shown in bold below. 

# Abbrev. Respondent (47) Region 

Regulators and Oversight Authorities, Including MG members (6) 

1.  AOB The Audit Oversight Board, Malaysia (Sirihanjaya Sekuriti Securities 
Commission Malaysia) 

AP 

2.  IFIAR International Forum of Independent Audit Regulators  GLOBAL 

3.  IOSCO International Organizations of Securities Commissions  GLOBAL 

4.  IRBA Independent Regulatory Board for Auditors (South Africa) MEA 

5.  NASBA National Association of State Boards of Accountancy NA 

6.  UKFRC United Kingdom Financial Reporting Council EU 

National Standard Setters (2) 

7.  APESB Accounting Professional & Ethical Standards Board Limited-Australia AP 

8.  NZAuASB/ 
XRB 

New Zealand Auditing and Assurance Standards Board/  
External Reporting Board  

AP 

Firms (9)16 

9.  BDO* BDO International Limited GLOBAL 

10.  CHI* Crowe Horwath International  GLOBAL 

11.  DTT* Deloitte Touche Tohmatsu Limited GLOBAL 

12.  EYG* Ernst & Young Global GLOBAL 

13.  GTI* Grant Thornton International Ltd GLOBAL 

14.  KPMG*  KPMG IFRG Limited (Network) GLOBAL 

15.  MNP  MNP LLP NA 

16.  PWC*  PricewaterhouseCoopers International Limited GLOBAL 

17.  RSM* RSM International GLOBAL 

Public Sector Organizations (2) 

18.  GAO United States Government Accountability Office NA 

19.  AGNZ Office of the Auditor General of New Zealand AP 

                                                           
16  Forum of Firms members are indicated with a *. The Forum of Firms is an association of international networks of accounting firms 

that perform transnational audits. Members of the Forum have committed to adhere to and promote the consistent application of 
high-quality audit practices worldwide, and use the ISAs as the basis for their audit methodologies.  

http://www.ifac.org/download/TAC_Guidance_Statement_1.pdf
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# Abbrev. Respondent (47) Region 

IFAC Member Bodies (25)17 

20.  ACCA Association of Chartered Certified Accountants GLOBAL 

21.  AE Accountancy Europe EU 

22.  AICPA American Institute of Certified Public Accountants – Auditing 
Standards Board, Professional Ethics Executive Committee  

NA 

23.  ASSIREVI Associazione Italiana Revisori Contabuli EU 

24.  CAANZ Chartered Accountants Australia and New Zealand AP 

25.  CNCC Compagnie Nationale des Commissaires aux Comptes  EU 

26.  CPAA CPA Australia  AP 

27.  
CPAC Chartered Professional Accountants of Canada (CPA Canada) 

Public Trust Committee  
NA 

28.  FAR FAR (Institute for the Accountancy Profession in Sweden) EU 

29.  FSR Foreningen af Statsautoriserede Revisorer (Danish Institute of 
Accountants) 

EU 

30.  HKICPA Hong Kong Institute of Certified Public Accountants AP 

31.  IBRACON Instituto dos Auditores Independentes do Brasil (Institute of 
Independent Auditors of Brazil) 

SA 

32.  ICAEW Institute of Chartered Accountants in England and Wales EU 

33.  ICAS Institute of Chartered Accountants of Scotland EU 

34.  ICAP Institute of Certified Public Accountants of Pakistan AP 

35.  IDW Institut der Wirtschaftspruefer  EU 

36.  IMCP Instituto Mexicano de Contadores Publicos SA 

37.  ISCA Institute of Singapore Chartered Accountants, including the ISCA 
Ethics Committee 

AP 

38.  JICPA Japan Institute of Certified Public Accountants AP 

39.  KICPA Korean Institute of Certified Public Accountants AP 

40.  MIA  Malaysian Institute of Accountants AP 

41.  MICPA Malaysian Institute of Certified Public Accountants AP 

42.  NBA  Royal Netherlands Institute of Chartered Accountants  EU 

43.  SAICA South African Institute of Chartered Accountants MEA 

44.  WPK Wirtschaftsprüferkammer (German Public Accountants MB) EU 

                                                           
17  Certain IFAC Member Bodies hold the dual role of ethics standard setter in their jurisdictions.  
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# Abbrev. Respondent (47) Region 

Other Professional Organizations, Including SMPC18 (3)  

45.  AAT Association of Accounting Technicians EU 

46.  EFAA European Federation of Accountants and Auditors for SMEs EU 

47.  SMPC IFAC Small and Medium Practices Committee GLOBAL 
 

 

 

                                                           
18 Constituents of the SMPC are SMPs who provide accounting, tax, assurance and business advisory services principally, but not 

exclusively to clients who are small and medium-sized entities (SMEs). Members of the SMPC are drawn from IFAC member bodies 
representing the following 22 countries: Australia, Belgium, Brazil, Canada, China, France, Germany, Hong Kong, India, Italy, 
Kenya, Malawi, Malta, Nigeria, South Africa, Spain, Sweden, Turkey, Tunisia, Uganda, United Kingdom, and United States. 


