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Meeting: IESBA CAG Agenda Item 

H-2 
Meeting Location: New York  

Meeting Date: March 5, 2018 

Safeguards  

Objective of Agenda Item 

1. To note the report-back on the September 2017 CAG discussion about the Safeguards project.  

Project Status and Timeline 

2. The Appendix to this paper provides a history of previous discussions with the CAG on this topic, 

including links to relevant CAG documentation. A report back on the September 2017 CAG 

discussion is included in paragraph 10 below.  

3. Responsive to concerns raised by stakeholders, in particular by some regulators, in January 2015 

the IESBA approved the Safeguards project with the aim of improving the clarity, appropriateness, 

and effectiveness of the safeguards in the Code.  

IESBA Activities since September 2017 CAG Meeting  

4. At its December 2017 meeting, the IESBA approved the final text of the International Code of Ethics 

for Professional Accountants (including International Independence Standards) (the “restructured 

Code”) which includes revisions to the provisions pertaining to safeguards in the Code, including 

enhancements to the conceptual framework, developed under the Safeguards project. The 

Safeguards project was progressed in close coordination with the Structure of the Code project (see 

also to Agenda Item H-1).   

5. Subject to Public Interest Oversight Board (PIOB) approval, the restructured Code is expected to be 

released by early April 2018. Additional information about the restructured Code, including its 

effective date is available at: www.ethicsboard.org/restructured-code.  

6. CAG Member Organizations are strongly encouraged to join the IESBA in promoting 

awareness of the revised and restructured Code to support its effective implementation. 

IESBA Interaction with CAG  

7. This Report Back serves as the final update to the CAG Representatives on the Safeguards project. 

There are no issues being raised at this time, as the project is now finalized. 

Report Back on September 2017 CAG Discussion 

8. Below are extracts from the draft minutes of the September 2017 CAG meeting1 and an indication of 

                                                           
1 The September 2017 CAG minutes will be approved during the March 2018 IESBA CAG meeting. 

http://www.ethicsboard.org/system/files/meetings/files/IEBSA-Restructured-Code-Approved-Text-Clean-final_1.pdf
http://www.ethicsboard.org/system/files/meetings/files/IEBSA-Restructured-Code-Approved-Text-Clean-final_1.pdf
http://www.ethicsboard.org/restructured-code
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how the Task Force/IESBA has responded to CAG Representatives’ comments. 

Matters Raised Task Force /IESBA Response 

NON-ASSURANCE SERVICES (NAS) INITIATIVE 

Mr. Holm wondered about the timing for the 

IESBA’s NAS project given that the PIOB had 

flagged the need for such a project when it 

approved the limited changes to the NAS 

provision in 2015.  

 

Mr. Hannaford explained that the IESBA had already 

agreed to a pre-commitment on NAS as flagged in 

the IESBA’s April 2017 strategy survey, and that 

commencement of this work is anticipated in 2018. 

Dr. Thomadakis added that the NAS initiative is an 

important priority for the IESBA once current work 

streams are completed. 

APPROPRIATENESS AND EFFECTIVENESS OF NAS SAFEGUARDS 

Mr. Dalkin questioned whether the reasonable and 

informed third party test is relevant to a PA’s 

determination about whether a safeguard is 

effective.  

Point accepted.  

Mr. Hannaford responded that it is. 

Messrs. Ilnuma and Yurdakul re-emphasized 

IOSCO’s comments on Safeguards ED-2 relating 

to the need for more guidance in the Code to 

explain how PAs should determine the 

effectiveness of safeguards.  

 

Point taken into account.  

During the meeting, Mr. Hannaford explained that 

the Task Force believes that PAs’ determination of 

the effectiveness of safeguards requires the 

exercise of professional judgment based on an 

understanding of specific facts and circumstances. 

Mr. Gunn suggested that the Task Force consider 

providing further context or guidance to help PAs 

better understand and apply the concept of an 

“appropriate professional” as used in many 

examples of safeguards involving a review. 

The draft Basis for Conclusions for the Safeguards 

project that will be released in April 2018 

summarizes the IESBA’s decisions on this matter. 

The IESBA considers that the proper application of 

the enhanced conceptual framework is critical to 

ensure that threats to compliance with the 

fundamental principles that are not at an acceptable 

level are appropriately addressed. The enhanced 

conceptual framework is explicit that applying 

safeguards is only one of three ways to address 

threats. Specifically, threats can be addressed by: 
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Matters Raised Task Force /IESBA Response 

(a) Eliminating the circumstances, including 

interests or relationships, that are creating the 

threat; 

(b) Applying safeguards, when available and 

capable of being applied; or 

(c) Declining or ending the specific professional 

activity. 

The enhanced conceptual framework requires PAs to 

think about the specific facts and circumstances, 

including the nature of the professional activity, 

interests and relationships, creating the threats to 

determine whether an “action(s) taken to address 

them are, individually or in combination, effective in 

reducing such threats to an acceptable level.”  

The PA’s understanding of the facts and 

circumstances and the PA’s exercise of professional 

judgment are both critical to determining the 

appropriateness and effectiveness of safeguards. 

The IESBA determined that the enhanced conceptual 

framework, properly applied, will guide PAs and firms 

to determine the appropriateness and effectiveness 

of a safeguard. 

Mr. Dalkin noted that Mr. Gunn’s suggestion gave 

rise to a documentation question in terms of 

whether documentation would help another 

professional review the relevant work.  

 

Point taken into account.  

Mr. Hannaford noted that the Code includes 

documentation provisions relating to certain topics, 

for example, independence, conflict of interest and 

NOCLAR. He explained that some stakeholders 

have called for additional documentation provisions 

in the Code in light of the enhancements made to 

the conceptual framework. Mr. Hannaford noted that 

responding to those calls is outside of the 

Safeguards project scope and will require 

coordination with the IAASB. 

Mr. Hansen wondered about the concept of using 

an “appropriate professional” to review NAS work 

performed.  

Point accepted.  

During the meeting, Mr. Hannaford explained that 

this individual could be someone external to the firm 

and that this would be a matter for the firm to decide 

depending on the specific facts and circumstances. 

Mr. Hansen noted that he would have difficulty with 
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Matters Raised Task Force /IESBA Response 

a firm providing bookkeeping services to an audit 

client and the firm then engaging an external 

professional to review that work. Mr. Hannaford 

explained that the Code already prohibits 

bookkeeping services for public interest entities 

(PIEs) except in relation to administrative services 

that are of a routine and mechanical nature. 

In response to CAG feedback, the restructured 

Code includes new application material to describe 

the term “appropriate reviewer” (see paragraphs 

300.8 A3 to 300.8 A4). 

Mr. Dalkin expressed concern about the concept 

of “routine and mechanical” as he believed that it 

is subject to abuse. He noted that auditors can 

prepare financial statements and that in the 

GAO’s experience, they are best placed to 

implement changes in financial reporting 

standards. He was of the view that it would be 

difficult to mitigate the self-review threat in such a 

case. 

Point accepted.  

Mr. Hannaford clarified that preparing financial 

statements is not considered to be a routine and 

mechanical service. 

RECRUITING SERVICES 

Mr. Hansen expressed support for the prohibition 

relating to certain recruiting services as he does 

not support exceptions. However, he suggested 

that the Code be clearer about which recruiting 

services are permissible. Ms. McGeachy-Colby 

agreed and noted that the prohibition of certain 

recruiting services continues to be an issue for 

some SMPs.  

Points accepted.  

The final approved text includes new guidance to 

describe recruiting services more broadly to 

emphasize the wide range of services that might be 

provided and clarifies the types of recruiting services 

that do not usually create threats (see paragraph 

609.3 A1 to 609.3 A2).  

Also, subheadings are used to emphasize the types 

of recruiting services that are prohibited (see the 

subheading titled “Recruiting Services that are 

Prohibited” above paragraphs R609.6 to R609.7). 

OTHER MATTERS 

Ms. Manabat questioned whether there is a need 

for having an explicit overarching statement in the 

Code indicating that independence is the 

responsibility of the individual PA.  

Mr. Hannaford noted that the issue of responsibility 

for independence was dealt with as part of the 
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Matters Raised Task Force /IESBA Response 

Structure project and is addressed in paragraph 

400.42 of the restructured Code. 

Matter for CAG Consideration 

9. The CAG is asked to note the report back.  

Material Presented – FOR IESBA CAGs REFERENCE PURPOSES ONLY  

[link only] Approved text for the Restructured Code  

  

                                                           
2   Part 4A– Independence for Audits and Reviews, Section 400, Applying the Conceptual Framework to Independence for Audit 

and Review Engagements 

http://www.ethicsboard.org/system/files/meetings/files/IEBSA-Restructured-Code-Approved-Text-Clean-final_1.pdf
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Appendix 1 

Project History 

Project: Safeguards 

Summary 

 CAG Meeting IESBA Meeting 

Project commencement  January 2015 

Development of proposed international 

pronouncement (up to exposure of 

Safeguards ED-1) 

March 2015 

September 2015 

March 2016 

 

April 2015 

June/July 2015 

September 2015  

November/ December 2015 

March 2016 

Phase 1 Exposure Draft/ Safeguards ED-1 December 2015 – March 21, 2016 

Consideration of significant comments on 

Phase 1 Exposure Draft (up to agreement 

in principle) 

June 2016 

(teleconference) 

September 2016 

 

June 2016 

September 2016 

December 2016 

Development of proposed international 

pronouncement (up to exposure of 

Safeguards ED-2) 

March 2016  

September 2016 

March 2016 

September 2016  

December 2016  

Phase 2 Exposure Draft/ Safeguards ED-2 January 2017 – April 25, 2017 

Consideration of significant comments on 

Phase 2 Exposure Draft (up to approval 

September 2017 June 2017  

September 2017 

Approval  n/a  December 2017  

CAG Discussions: Detailed References 

Project 

Commencement 

March 2015 

See IESBA CAG meeting material here (see Agenda Items D, D-1, D-2, D-3 

and D-4) and CAG meeting minutes (see section D).  

Development of 

proposed 

September 2015 

http://www.ethicsboard.org/cag/meetings/march-11-2015-new-york-usa
http://www.ethicsboard.org/system/files/meetings/files/Agenda_Item_A_-_Draft_March_2015_IESBA_CAG_Minutes_Mark-Up.pdf
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international 

pronouncement (up to 

exposure of 

Safeguards ED-1) 

Consideration of 

significant comments 

on Phase 1 Exposure 

Draft (up to 

agreement in 

principle) 

See IESBA CAG meeting material here (see Agenda Items E and E-1) and 

CAG meeting minutes (see section E). 

March 2016 

See IESBA CAG meeting material here (see Agenda Items B, B-1 and B-2) 

and  CAG meeting minutes (see section B).  

June 2016 

See IESBA CAG teleconference material here and related CAG 

teleconference minutes. 

September 2016 

See IESBA CAG meeting material here (see Agenda Items C, C1-C3) and 

CAG meeting minutes (see section C). 

Development of 

proposed 

international 

pronouncement (up to 

exposure of 

Safeguards ED-2) 

Consideration of 

significant comments 

on Phase 2 Exposure 

Draft (up to approval) 

September 2016  

See IESBA CAG meeting material here (see Agenda Items C, C4 and C-5) 

and final CAG meeting minutes (see section C). 

March 2017  

See report-back on CAG September 2016 meeting discussion here (see 

Agenda Item G-2) and final CAG meeting minutes (see section G). 

September 2017  

See IESBA CAG meeting material here (see Agenda Items E, E-1 and E-2 

meeting minutes at Agenda Item A (see section E). 

 

http://www.ethicsboard.org/cag/meetings/september-14-2015-new-york-usa
https://www.ethicsboard.org/cag/meetings/march-7-8-2016-paris-france
https://www.ethicsboard.org/cag/meetings/iesba-cag-teleconference-new-york-800am-est
https://www.ethicsboard.org/cag/meetings/september-13-14-2016-new-york-usa
https://www.ethicsboard.org/cag/meetings/september-13-14-2016-new-york-usa
http://www.ethicsboard.org/system/files/meetings/files/20160914-IESBA-CAG-Final-Minutes-of-the-September-2016-IESBA-CAG.pdf
http://www.ethicsboard.org/cag/meetings/march-6-2017-new-york-usa
http://www.ethicsboard.org/cag/meetings/september-12-13-2017-madrid-spain

