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  Review of Part C of the Code— 

Application of Conceptual Framework to Part C 

At the September 2013 IESBA meeting, the Part C Task Force presented a straw man of a new section 

addressing the issue of pressure to engage in unethical or illegal acts. This new section was tentatively 

called Section 3X0. The Task Force will propose that Section 3X0 becomes Section 370. References in 

this paper to Section 370 refer to former Section 3X0.  

1. The project proposal stated: “The project could explore a revised principles-based section 

structured as follows: A discussion of the threats to providing such depictions (including the motives 

for altering or manipulating the information); and presentation of safeguards.” 

2. Some Board members have questioned whether a threats and safeguards approach is appropriate 

for proposed Section 370 (Pressure), and by extension Section 320,
1
 and therefore possibly 

throughout Part C.  

3. The draft September 2013 IESBA minutes state the following: 

Some IESBA members were of the view that it would be difficult to apply a threats and safeguards 

approach to Pressure as proposed in the straw man, since a professional accountant in business 

(PAIB) may not be the source of the pressure and therefore not in control. It was felt that it would be 

difficult to apply safeguards to address pressure because the relationship is between two individuals, 

and that conceptually it would be better to guide the PAIB on actions when facing pressure. In 

addition, it was questioned whether there can ever be an acceptable level in regard to intimidation 

threats made to a PAIB. It was therefore suggested that guidance should instead be provided in terms 

of the steps that a PAIB can take to eliminate or reduce the pressure. In this regard, it was felt that the 

actions described as safeguards in the straw man were not truly safeguards but more actions or other 

measures to address the pressure. 

4. The Task Force considered whether “threats and safeguards” is an appropriate approach in 

proposed Section 370 and Section 320.  

PROPOSED SECTION 370 

5. It is important that the threats and safeguards approach has the same construct throughout the 

Code. Safeguards exist to eliminate threats or reduce them to an acceptable level. Some Board 

members have the view that the measures represented as safeguards in Section 370 (and also in 

other parts of Part C) may not be safeguards. Based on this view, the measures are intended to 

foster an understanding of the threats and to encourage PAIBs to seek further advice on how to 

deal with them. For example, many such safeguards refer to consultations that do not by 

themselves eliminate the threats or reduce them to an acceptable level. If a third party is consulted 

or if legal advice is taken, this does not in itself mitigate the threat. Therefore, many of the 

safeguards in Part C are guidance on obtaining more information about the situation.  

                                                      
1
 Section 320, Preparation and Reporting of Information 
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6. The Task Force considered the definition of safeguards in paragraph 100.13 of the Code:  

Safeguards are actions or other measures that may eliminate threats or reduce them to an 

acceptable level. They fall into two broad categories:  

(a) Safeguards created by the profession, legislation or regulation; and 

(b) Safeguards in the work environment. 

7. The Task Force is of the view that the safeguards in Section 370 are consistent with examples of 

safeguards in Part B, such as paragraph 290.184 which includes obtaining advice from another 

person as a safeguard. The Task Force noted that “consultation with another appropriate 

professional accountant” is specifically included in the examples of safeguards in ¶300.14, and 

“consulting an independent third party” is specifically included in the examples of safeguards in 

¶200.13. The Task Force also noted that ¶100.13 states that safeguards may eliminate threats or 

may reduce them to an acceptable level. It does not require that a safeguard must be effective in 

order to be a safeguard. Paragraph 100.16 recognizes that safeguards may deter unethical 

behavior. 

8. The Task Force believes that the safeguards in Section 370 fit the definition of safeguards in Part A, 

because they “are actions [taken by the PAIB] or other measures that may eliminate threats or 

reduce them to an acceptable level.”  

9. The Task Force believes that if “seeking further advice” is not a safeguard, it is unclear what 

guidance can reasonably be provided to PAIBs other than being mindful that acting with integrity is 

a fundamental principle of ethical conduct for a professional accountant, and to encourage the 

accountant to “steel him/herself” and call upon his or her own moral compass in deciding how to 

respond to the pressure. 

10. One Board member had suggested renaming the safeguards in Part C as “steps” to distinguish 

them from “safeguards.” The Task Force was concerned that having safeguards and steps as 

similar but different actions to address threats could confuse users of the Code.  

SECTION 320 

11. The IESBA Code includes: 

 Requirements when no safeguards are available; 

 The threats and safeguards approach where safeguards may eliminate or mitigate the threat; 

and 

 Guidance.  

12. Although “guidance” is undefined in the Code, the Task Force interprets “guidance” to be less 

demanding than “safeguards.” The Task Force believes that some members of the Board are of the 

view that the threats and safeguards approach does not fit easily into Part C, and revisions to Part 

C should be drafted using guidance such as “the PAIB may….”. 

13. The Task Force believes that drafting Part C using terminology such as “the PAIB may…” makes 

important topics such as the preparation and presentation of information appear to be optional. The 

Task Force believes the provisions of the Code should be stronger than “guidance.”   
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14. The Task Force did not believe that the threats and safeguards approach was appropriate for 

Section 320 because of the lack of safeguards available to the PAIB. The Task Force has avoided 

“guidance” because it appears to be too weak. Therefore the Task Force has drafted the Section in 

terms of requirements.  

15. The tentative conclusion of the Task Force is that the threats and safeguards approach does not fit 

Part C as easily as it fits Part B. 

16. The Task Force seeks further guidance from the Board on the application of the threats and 

safeguards approach in Part C to guide it in revising Sections 320 and 370, which will be presented 

to the IESBA in April 2014, and in proposing changes to other Sections in Part C. 

Matters for Consideration 

1. IESBA members are asked for views on the way that the proposed changes to Section 320 have 

been developed in terms of requirements rather than using the traditional threats and safeguards 

approach, or using “guidance.” 

2. IESBA members are asked whether they believe the use of the threats and safeguards approach 

is appropriate in Part C. 

 


