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Purpose and Scope of this Standard 
 

1. This Standard prescribes the specific education requirements IFAC member 
bodies should require their individual members to obtain before they may 
work as audit professionals. 

 
2. The aim of this Standard is to ensure professional accountants have acquired 

the specific professional knowledge, professional skills and professional 
values, ethics and attitudes required to work as competent audit professionals.  
Audit professionals also need to maintain a level of competence which the 
public expects of those working in audit.  Life-long learning will therefore be 
required to develop and maintain professional competence (see also 
International Education Standard for Professional Accountants 7, Continuing 
Professional Development: A Program of Lifelong Learning and Continuing 
Development of Professional Competence). 

 
3. An audit professional is a professional accountant whose role is to undertake 

the general audit function and who has substantial involvement in an audit 
assignment.  Substantial involvement in an audit assignment requires the 
professional accountant to make significant judgment decisions assisting in the 
formation of the audit opinion. 

 
4. This Standard is restricted to prescribing the education requirements for the 

audit of financial statements.  This Standard is not intended to address 
education requirements for other assurance engagements, including assurance 
engagements related to compliance with regulatory requirements or 
performance. 
 

5. After initial qualification as a professional accountant, further development 
will be required of those working in audit to bring them to the level of 
someone who: 
a. has final responsibility for an audit (the auditor) 
b. works on the audit of specialised industries (such as banking and finance, 

mining or insurance). 
 

6. Where professional accountants perform specialist roles (such as tax, 
computer systems review or specialist valuation) they will require 
competences, relevant to their speciality.  This standard does not apply to 
these individuals. 

 
Introduction and Background 
 
Educational platform 
 

7. The objective of this Standard is to establish the minimum education 
requirements IFAC member bodies should require their individual members to 
obtain before they have substantial involvement in an audit assignment.  The 
requirements of this Standard set out the specific knowledge, skills and 
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experience it is reasonable for the public to expect professional accountants to 
have obtained prior to having a substantial involvement in an audit.  Different 
levels of responsibility will demand different levels of competence, however 
this Standard sets the minimum benchmark for all audit professionals. 

 
8. The educational platform upon which this Standard is built is based upon the: 

 
a. Framework for International Education Statements 
b. Introduction to International Education Standards 
c. International Education Standards for Professional Accountants (IES): 

IES 1, Entry Requirements to a Program of Professional Accounting 
Education; 

IES 2, Content of Professional Accounting Education Programs; 
IES 3, Professional Skills; 
IES 4, Professional Values, Ethics and Attitudes; 
IES 5, Practical Experience Requirements; 
IES 6, Assessment of Professional Capabilities; 
IES 7, Continuing Professional Development: A Program of Lifelong 

Learning and Continuing Professional Competence. 
 

9. The requirements set out in IES 1 to 7 apply to all professional accountants.  
This Standard prescribes additional requirements for audit professionals. 

 
10. International Education Standards establish the essential elements of the 

content and process of education and development of professional accountants 
(e.g., subject matter, skills, ethics and practical applications).  Although the 
Standards cannot override authoritative local pronouncements they are 
prescriptive in nature.  

 
11. The range of professional knowledge, professional skills and professional 

values, ethics and attitudes established in the pre-qualification Standards 
includes the core competences required of all professional accountants, 
regardless of where they work or intend to work in the future.  In today’s 
environment, where business is global, these Standards require all professional 
accountants to share a common and consistent set of competences. 

 
Audit competences 
 

12. This Standard prescribes the specific competences required by those working 
as audit professionals. A recently qualified professional accountant may, 
therefore, need to acquire additional competences to undertake any of the roles 
set out in paragraph 19 below. 

 
13. A further level of competence may be required of audit specialists in a trans-

national audit environment.  This Standard addresses this higher level of 
competence separately.  

 
14. All members of the global accountancy profession are obliged to engage in 

life-long learning and to keep up to date on developments influencing their 
professional standing and the quality of the services they provide to the public.  
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IES 7 Continuing Professional Development: A Program of Lifelong Learning 
and Continuing Development of Professional Competence, sets out the 
platform upon which CPD for audit professionals should be built. 

 
15. It is essential that all audit professionals participate in an extensive program of 

CPD to enable them to maintain and improve their professional knowledge, 
skills and attitudes.  Any failure to adhere to this post-qualification 
requirement could seriously undermine the public’s confidence that members 
of the profession are competent to perform audits.  Fulfilment of some of the 
requirements of this Standard may be obtained through CPD activities.  
Specific CPD requirements may be imposed by IFAC member bodies for 
those working as audit professionals. 

 
16. This Standard prescribes the competences required by an individual audit 

professional.  This Standard focuses on the professional knowledge, skills, 
values, ethics and attitudes audit professionals should possess.  This Standard 
does not address the full range of competences needed by the audit 
engagement team. 

 
Audit professionals 
 

17. The definition of an Auditor used in this Standard is the same as established in 
International Standards on Auditing: An auditor is the person with final 
responsibility for the audit.  This term is also used to refer to an audit firm.   

 
18. An audit professional is a professional accountant whose role is to undertake 

the audit function and who has substantial involvement in an audit assignment.  
Substantial involvement in an audit assignment requires the professional 
accountant to make significant judgement decisions contributing to the overall 
audit opinion.  This standard does not apply to specialists who undertake 
specific tasks within an audit (i.e., taxation, information technology or 
valuation specialists). 

 
19. The professional job titles typically used by audit professionals include: 
 

a. Audit Seniors (those recently qualified as professional accountants) 
b. Audit Supervisors 
c. Audit Managers (often divided into grades such as Assistant     
      Manager, Manager and Senior Manager) and 
d.   Audit Partners, Directors and Principals. 

 
Audit professionals may be eligible to conduct, supervise and manage audits 
without being the Auditor as such.  To become an audit professional, 
individuals are required to meet the requirements of IES 1 to 6, and IES 8. In 
some circumstances the requirements of these standards can be fulfilled 
simultaneously.  It is reasonable for the public, who rely on the quality of the 
audit process, to expect audit professionals to meet or exceed the levels of 
professional knowledge, professional skills and professional values, ethics and 
attitudes prescribed in this Standard. 
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Nature of audit 
 

20. The definition of a financial Audit used in this Standard is the same as that 
established by the International Standards on Auditing issued by the IAASB, 
that is: 

 
The objective of an audit of financial statements is to enable the 
auditor to express an opinion whether the financial statements are 
prepared, in all material respects, in accordance with an identified 
financial reporting framework.  The phrases used to express the 
auditor’s opinion are “give a true and fair view” or “present fairly, in 
all material respects,” which are equivalent terms.  A similar objective 
applies to the audit of financial or other information prepared in 
accordance with appropriate criteria. 

 
This Standard is restricted to the audit of financial statements as described in 
the above definition.  This Standard is not intended to address other assurance 
engagements including audits of compliance with regulatory requirements or 
performance. 
 

21. Auditing itself is a highly organized process that: 
(a) involves the application of analytical skills, professional judgment and 
professional scepticism; 
(b) is usually performed by a team of professionals , directed with managerial 
skills,  
(c) uses appropriate forms of technology and adheres to a methodology; and  
(d) complies with high standards of quality control and professional ethics, 
including independence. 

 
22. Auditing is also an integral part of the evolving systems of accountability and 

responsibilities within organisations and society world wide.  Although audit 
may be mandated by regulation and laws, it may also be required for other 
reasons, such as a condition of borrowing or a matter of contract.  In addition, 
audit may be undertaken voluntarily by organizations as a means of 
ascertaining the fairness of financial representations and assertions.  It may 
also be used to demonstrate the degree of compliance with rules, regulations or 
other conditions, or the efficiency, effectiveness and economy of operations. 

 
23. Auditing can therefore be considered as a subject extending beyond the 

statutory audit of financial statements to include broader assurance functions 
and reporting engagements.  This broader engagement of the audit 
professional in the global environment reflects the changing expectations of 
accountability and responsibility.   

 
24. For example, auditors are increasingly called upon to express opinions on 

sustainability reports and internal control processes.  In both financial audits 
and audits with other requirements the public expects audits to be conducted 
by professionals who are independent, and who have critical, sceptical and 
professional qualities of mind. This Standard is, however, restricted to the 
audit of financial statements. 
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25. Entities subject to audit operate with diverse organizational structures in 

public, private and not-for-profit sectors.  Auditing has to adapt to complex 
and changing environments.  Within an audit assignment many factors must be 
understood and evaluated appropriately, including: 

 
a. the entity and its environment; 
b.  the industry, regulatory and other external factors; 
c. the applicable financial reporting framework; 

 
26. A broad knowledge of both the business environment in which public, private 

and not-for-profit entities are structured, financed and managed is essential to 
the competence of an audit professional. 

 
27. Globalisation of business has dramatically increased the need for consistent 

and high quality financial reporting within countries and across borders.  This 
impacts directly on both accounting and auditing.  The need for compliance 
with recognised international standards in both accounting and auditing is a 
widely held expectation of many stakeholders in today’s global business 
environment.  The statutory audit of financial statements is undertaken within 
a identified accounting framework.    

 
28. All professional accountants operate in a world of change.  Good governance, 

both corporate and public, depends on adherence to professional values, ethics 
and attitudes.  In such circumstances, a clear understanding of, and education 
and training in, ethical principles is essential. 

 
29. Definitions and explanations of the key terms used in International Education 

Standards are set out in the Framework for International Education Statements 
published by IFAC in 2003. 

 
Effective Date 
 

30. This Standard is effective from 1 January 2006. 
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Knowledge Content for Audit Professionals 
 

31. The knowledge content of education for audit professionals should at a 
minimum consist of: 

 
a. Professional values and ethics; 
b. Audit knowledge; 
c. Accounting, finance and related knowledge; 
d. Organisational and business knowledge including practice 

management; and 
e. Information technology knowledge 
f. Current issues and developments 

 
32. The professional knowledge required by all professional accountants is set out 

in IES 2 Content of Professional Accounting Education Programs.   
 
 
Professional values and ethics  
 

33. The professional values and ethics knowledge component should include 
the following subject areas: 

 
(a) Integrity; 
(b) Objectivity; 
(c) Professional competence and due care; 
(d) Confidentiality; and  
(e) Professional behaviour 

 
Audit knowledge 
 

34. The audit and assurance knowledge component should include the  
following subject areas: 
 

a. Accountability and responsibility: 
(i) Accountability; 
(ii) Objective and general principles governing audits of financial 

statements; 
(iii) Terms of audit engagement; 
(iv) Quality control of audit work; 
(v) Documentation; 
(vi)The auditor’s responsibility to consider fraud in an audit of 

financial statements; 
(vii)Communication of audit matters with those charged with 

governance; and  
(viii)Auditor liability including negligence. 

 
b. Laws and Regulation 
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(i)  The role of regulators (government, international 
organisation, professional body) 

(ii)  Relevant legislation and regulations relating to the audit 
and the entity; and 

(iii) The framework of international and national auditing 
standards. 

 
c. Planning 

(i)  Engagement acceptance and continuance; 
(ii)  Overall audit strategy and the audit plan; 
(iii)  Team and engagement responsibilities; 
(iv)  Understanding the entity and its environment; 
(v)  Audit materiality and risk assessment; 
(v)  Joint audit engagements; and 
(vi) Controlling multi-location and group audits, including 

transnational audits. 
 

d. Audit evidence 
(i)  Audit evidence; 
(ii)  External confirmations; 
(iii)  Initial engagements – opening balances; 
(iv)  Analytical procedures; 
(v)  Audit sampling and other selective testing procedures; 
(vi)  Auditing of accounting estimates; 
(vii) Auditing of fair value measurements and disclosures; 
(viii) Related parties; 
(ix)  Subsequent events; 
(x)  Management representations; 
(xi)  Documentation; and 
(xii) Materiality and risk assessment. 

 
e. Going concern 

(i)  Going concern including the impact of insolvency or 
liquidation. 

 
f. Using work of others 

(i)  Using the work of another auditor; 
(ii)  Considering the work of internal auditing; and 
(iii) Using the work of others including internal auditors, 

experts and valuation specialists. 
 

g. Internal control 
(i)  Risk assessment and internal control; 
(ii) Testing the design and operating effectiveness of internal 

control; and 
(iii) Audit considerations relating to entities using service 

organisations. 
 

h. Audit conclusions and reporting 
(i) Team and engagement responsibilities; 
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(ii) Controlling multi-location and group audits, including 
transnational audits 

 
 
 
Accounting, finance and related knowledge 
 

35. The following subject areas should, at a minimum, be included in the 
accounting, finance and related knowledge component for all audit 
professionals: 

a. Financial accounting and reporting; 
b. International and national financial reporting standards; 
c. Management accounting, including planning and budgeting, and 

quality control; 
d. Control processes and procedures; 
e. Taxation; 
f. Commercial law and regulation; 
g. Finance and financial management including treasury operations; and 
h. On- and off-balance sheet structuring and financing. 

 
36. Under this heading there will be many audits where the competence level 

required will need to be applied by specialists for example, taxation and 
treasury operations,.  It is not reasonable for the required level of competence, 
particularly as they apply to transnational corporations, to reside in all 
auditors. 

 
 
Organisational and business knowledge  
 

37. The following subject areas should, at a minimum, be included in the 
organisational and business knowledge component for all audit 
professionals: 

a. Global economy and business environment; 
b. National and local economy and business environment; 
c. Quantitative methods; 
d. Corporate governance; 
e. Organisational behaviour; and 
f. Strategic planning. 

 
Practice management 

 
38. Audit professionals require specific practice management knowledge in: 

a. Quality control policies and procedures; 
b. Securing and screening new clients; 
c. Controlling resources to ensure service delivery; 
d. Maintaining the security of audit documentation, information and 

personnel; 
e. Professional relationships and personal development; 
f. Recruitment, supervision, development and training of personnel; 
g. Risk management; and 
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h. Leadership. 
 

Information Technology 
 

39. The IT component for audit professionals should include the following 
subject areas and competences: 

a. Control frameworks and objectives; 
b. Control environment and risk assessment; 
c. Monitoring of control compliance; 
d. Criteria to analyse and evaluate controls; 
e. Application of appropriate IT systems and tools to accounting and 

auditing problems. 
 

40. IES 2 sets out the IT knowledge and competences required by all professional 
accountants. 

 
41. Guidance on the information technology knowledge and competences for all 

professional accountants is set out in International Education Guideline (IEG) 
11, Information technology for professional accountants.  Professional 
accountants operate in many different work domains and within these domains 
many different roles.  Information technology impacts on most of those roles 
and professional accountants are expected to have strong competences as users 
and managers, designers or evaluators of information technology systems. 

 
42. Audit professionals are most likely to need to demonstrate strong knowledge 

and skills as users and evaluators of information technology systems.  This is 
another area where not all audit professionals will necessarily have the 
required level of competence to effectively audit complex information 
technology systems.  All audit professionals need to have sufficient 
understanding to be able to recognise the need to call for specialist assistance 
from within their firms or from external services. 

 
43. IEG 11 recommends that after qualification as a professional accountant, audit 

professionals also need: 
a. A reasonable understanding of the main computer-assisted auditing 

techniques, their strengths, requirements and limitations; and  
b. To be able to use: 

i. at least one major computer-assisted auditing package; 
ii. a work generation package; 
iii. an on-line or local database system or professional research 

tools; and 
iv. relevant time management technologies such as time- 

keeping and billing systems.  
 
 
Current issues and relevant developments 

 
    44. Audit professionals should develop and maintain a sufficient knowledge 

and understanding of current issues and relevant developments. 
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45. The public expects the work of all professional accountants to be responsive to 
current issues and relevant developments in the business environment.  The 
public generally has a higher expectation of audit professionals in this regard 
because of the reliance placed by the users of financial statements on the 
independent assurance provided by the audit process.  It is therefore important 
for both the pre-qualification education and CPD for all audit professionals to 
include coverage of current issues and relevant developments.   

 
46. Issues and developments affecting both the local and global environment in 

which audit professionals are operating change rapidly depending on the 
current business climate.  This makes it hard to be prescriptive about the topics 
which should be covered but some familiar topics which have been at the 
forefront of public concern in recent times include: 

a. The audit expectation gap; 
b. Auditor liability and litigation; 
c. Accounting and auditing for small and medium sized enterprises; 
d. Audit of trans-national corporations; 
e. Environmental issues; 
f. Corporate governance; and 
g. Regulation of the profession. 

 
 Professional skills 
 

47. Audit professionals should demonstrate the following 
 competences: 

 
a. Intellectual skills 

(i)  Ability to locate, obtain, organise, report and use 
information from spoken and written sources, including 
electronic; 

(ii)  Capacity for inquiry, abstract logical thought and critical 
analysis; and 

(iii)  Ability to identify and solve unstructured problems. 
 

b. Technical and functional skills 
(i) Compliance with legislative and regulatory 

requirements; 
(ii) Ability to undertake appropriate technical research. 

 
c. Personal skills 

(i)  Ability to select and assign priorities within restricted 
resources and to organize work to meet predefined 
timetables;  

(ii)  Ability to adapt to change; 
(iii)  Professional scepticism; and 
(iv) Application of professional values, ethics and attitudes in 

decision making. 
 

d. Interpersonal and communication skills 
(i)  Ability to work in teams in a consultative process; 



IFAC Education Committee Meeting                                                       Agenda 3-A 
Stockholm,  August 2004                                                                          DRAFT IES         

Page 12 of 18                              
 

(ii)  Ability to withstand and resolve conflicts; 
(iii)  Ability to interact and co-operate with other people; 
(iv)  Negotiation skills; 
(v)  Ability to present, discuss and at times defend views 

effectively through formal, informal, written and spoken 
communication; 

(vi) Ability to listen, read and comprehend effectively; and 
(vii) Ability to treat sensitive and confidential information 

appropriately. 
 

e. Organizational and business management skills 
(i)  Leadership; 
(ii)  Political awareness; and 
(iii)  Professional judgement. 

 
48. The professional skills which all professional accountants require are set out in 

IES 3, Professional skills.   
 

49. IES 3 also sets out many skills which are desirable in professional 
accountants.  Some of these skills are of greater importance for audit 
professionals than for other professional accountants.  

 
Professional values, ethics and attitudes 
 

50. The education program for audit professionals should foster a 
commitment to: 

a. Acting with integrity and objectivity: audit professionals should be 
independent in compliance with professional standards when signing 
audit opinions; 

b. Exercising a measure of professional scepticism; 
c. Maintaining client confidentiality; 
d. Maintaining their professional competence through CPD; 
e. Maintaining knowledge of, and adherence to, the Code of Ethics under 

which they operate; and 
f. Sharing a concern for the public interest together with strong 

sensitivity to their social responsibilities.  
 

51.  IES 4 sets out the professional values, ethics and attitudes required by all 
professional accountants.  This requires a program of education that provides a 
framework for exercising professional judgement and for acting in an ethical 
manner in the best interests of society and the profession.   

 
52. All professional accountants need a thorough appreciation of the potential 

ethical implications of professional and managerial decisions.  They need an 
awareness of the pressures of observing and upholding ethical principles that 
may fall on those involved in the decision making process.  This is true 
whether they are working in industry, commerce, the public sector, education 
or public practice. 
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53. Audit professionals may, however, require a more extensive coverage of 
professional values, ethics and attitudes during their program of study than 
would professional accountants not involved in audit.  Also during their period 
of practical experience they should regularly be receiving guidance on the 
professional approach to ethics, the practical application of the fundamental 
principles, the consequences of unethical behaviour and the resolution of 
ethical dilemmas. 

 
54. The fundamental principles, whilst applicable to all professional accountants, 

generally assume a higher level of significance in the audit domain because of 
the heavy public reliance and interest in this aspect of the profession 
worldwide.   

 
55. The fundamental principles are essential to make a continuing contribution to 

the development of the profession and the society in which the profession 
operates.  The IFAC Code of Ethics for Professional Accountants sets out the 
fundamental principles as: 
(a) Integrity; 
(b) Objectivity; 
(c) Professional competence and due care; 
(d) Confidentiality; and  
(e) Professional behaviour. 

 
56. Learning about professional ethics needs to continue after qualification.  Audit 

professionals need to see it as a career-long process.  As corporate structures 
evolve, as business practices change, and as there is a greater public scrutiny 
of management decisions, so too attitudes change and these may be reflected 
in more demanding expectations of the profession. 

 
57. In such an environment, it is important that audit professionals are sensitive to 

change, are aware of potential new ethical dimensions and conflicts in their 
work and are informed about and understand the views and expectations of 
their professional bodies and the public relating to the application of 
professional ethics. 

 
58. Member bodies can assist their members in this respect.  They can keep their 

members informed by means of: 
a. Seminars on their ethical codes and their application to emerging situations; 
b. Sessions at conferences, preferably involving speakers from both inside and 

outside the profession known for their involvement in major corporate 
decisions; 

c. Regular discussion of ethical issues in journals and other publications. 
 
Practical experience requirements 
 
    59.  At least three years of practical audit experience should be gained before 

an individual may assume the role of an audit professional.  This period 
may be reduced to two years if the candidate has already completed at 
least three years of practical experience in another accountancy field.  
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The required practical audit experience should be obtained with an 
organisation offering suitable audit training. 

 
60. IES 5 sets out the practical experience requirements for all professional 

accountants. 
 
61. If professional accountants are transferring from a non-audit work 

environment they will be required to obtain, or have, the professional 
knowledge, professional skills, and professional values, ethics and attitudes 
prescribed in this Standard.  In addition they will require at least two years of 
formally supervised audit training and experience to enable them to perform 
substantial aspects of audits.  This period may come before or after 
qualification as a professional accountant.  This period of practical experience 
needs to be gained before the individual has substantial involvement in an 
audit assignment. 

 
62. The period of practical experience should include at least a year when the 

audit professional demonstrates competence in the following key audit 
work areas: 

a. Development, in conjunction with the client, of client expectations; 
b. Understand the entity and its environment; 
c. Assess the level of audit risk; 
d. Assess the risk within an organisation’s internal control structure; 
e. Prepare audit work plan; 
f. Understand and evaluate internal processes and related controls; 
g. Perform risk assessments and customise audit solutions; 
h. Perform analytical and data analysis procedures; 
i. Perform general audit procedures; 
j. Reach conclusions and communicate the results of an audit. 

 
63. Also by the final year of practical experience potential audit professionals 

need to demonstrate the following personal and professional competences: 
a. Representing their audit firms and the audit process to existing and 

potential clients; 
b. Explaining the responsibilities for completing audit work and need for 

executive review; 
c. Discussing key issues regarding auditing in an IT environment; 
d. Describing to audit entities the steps involved in completing audits and best 

practice in conducting audits; 
e. Applying and evaluating the requirements of relevant national and 

international standards of accounting and auditing; 
f. Explaining procedures and resources available for resolving judgemental 

and contentious issues; 
g. Communicating with the senior management and governance body of audit 

entities to ascertain their expectations and reporting the findings of 
completed work. 

 
64. The member body needs to ensure the firm or employer needs to have in place 

the policies and procedures necessary to provide an environment that will 
allow audit professionals to demonstrate they have the professional 
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knowledge, professional skills and professional values, ethics and attitudes to 
enable them to perform significant judgemental functions within audit 
assignments. 

 
65. IFAC member bodies whose members are eligible for audit licences are 

expected to ensure appropriate audit experience is acquired before licences are 
granted.  If the licence is granted by an external agency that agency will 
formulate the necessary requirements and IFAC member bodies should 
encourage such agencies to follow IFAC Standards.  

 
Assessment of professional capabilities and competence 
 

66. IFAC member bodies whose members are eligible for an audit licence 
immediately upon qualifying as professional accountants should ensure 
that candidates meet the professional knowledge, professional skills and 
professional values, ethics and attitudes prescribed in this Standard by 
the time they become professional accountants. 

 
67. Those member bodies whose members become eligible for an audit licence 

after the point of qualification as professional accountants should also 
ensure that their candidates meet the professional knowledge, 
professional skills and professional values, ethics and attitudes prescribed 
in this Standard.  This assessment may be more practically oriented 
involving formal supervision rather than necessarily a further recorded 
assessment. 

 
68. IES 6 sets out the requirements for the assessment of professional competence 

of all professional accountants. 
 

69. If the assessment is made by an external agency, IFAC member bodies should 
encourage such agencies to follow IFAC Standards.  

 
70. The assessment needs to require candidates to demonstrate that they can: 

a. Apply relevant theoretical knowledge in practice and integrate knowledge 
and experience; 

b. Exercise professional skills of analysis, evaluation, judgement and 
scepticism; and 

c. Act in the public interest in accordance with relevant codes of professional 
ethics. 

 
71. The assessment needs to emphasize whether candidates can: 

a. Plan, perform and report on an audit in conformity with relevant laws, 
regulations, standards and professional codes of ethics; 

b. Understand how to account for transactions and other events in 
organisations according to relevant laws, regulations and standards; 

c. Understand the legal, taxation, business, social and economic  environment 
within which organisations operate; 

d. Understand those aspects of strategy and management that are relevant to 
an audit; 
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e. Understand the processes, systems and controls of the organisation to the 
extent required to assess the risk to the organisation and to the audit. 

 
 Continuing professional development 
 

72. IES 7 sets out the CPD requirements for all professional accountants, 
including audit professionals. 

 
73. CPD may be used to ensure the competence of audit professionals meets some 

of the requirements set out in this Standard that have not been met at the pre-
qualification level, as well as to keep members up to date. 

 
Education requirements for audit professionals involved in transnational audits 
 
 

74. All audit professionals involved in transnational audits should have a high 
degree of proficiency of professional knowledge in the following subject 
areas: 

a. Audit and assurance knowledge 
(i) International and relevant national standards of auditing; 
(ii) Quality control policy and procedures; 
(iii) Team and engagement responsibilities; 
(iv) Audit planning including consideration of laws and 

regulations; 
(v) Controlling of multi-location and group audits, including 

transnational audits; and 
(vi) IT control environment and risk assessment. 

 
b. Accounting, finance and related knowledge 

(i) Finance including treasury operations; (ii) On- and 
off-balance sheet structuring and financing; and 

(iii) Applicable listing requirements. 
 
   c. Organisational and business knowledge 

(i) Knowledge of the global economy and business 
environment; and 

(ii) Corporate governance. 
 

75. All audit professionals involved in transnational audits should have a high 
degree of proficiency in the following professional skills: 

 
a. Ability to locate, obtain, organise, report and use information from 
spoken, written and electronic sources; 
b. Ability to select and assign priorities within restricted resources 
and to organise work to meet predefined timetables; 
c. Ability to work in teams in a consultative process; 
d. Negotiation skills; 
e. Ability to work effectively in a cross-cultural setting; and 
f. Political awareness. 
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76. All audit professionals involved in transnational audits should have a high 
degree of proficiency of professional values, ethics and attitudes in the 
following area: 

 
a. A concern for the public interest and strong sensitivity to social 
responsibilities. 

 
77. Where an audit professional is engaged in a transnational audit, additional 

competences are required over and above those required in an audit within a 
single jurisdiction.  The competences required may also be at a higher level of 
proficiency. 

 
78. Transnational audits of financial statements are, or may be, relied upon outside 

the entity’s home jurisdiction.  They may be used for investment, lending, 
regulatory  or other purposes. 

 
79. The definition of transnational audits includes: 

• The audit of all companies with listed equity or debt; 
• The audit of all other public interest entities that operate across national 

boundaries. 
 

80. Other public interest entities refers to those entities in either the public or the 
private sector that, whilst not having either listed equity or debt, attract 
particular public attention because of their size, or public profile and the nature 
of their  products or services. 

 
81. An entity operates across national borders when it promotes itself as 

operating in one or more national jurisdictions other than its legal jurisdiction 
of formation.  As a result there is a reasonable expectation that the financial 
statements of the entity may be relied upon by a user outside the entity’s home 
jurisdiction for purposes of significant investment, lending or regulatory 
purposes. 

 
82. Use of financial statements to establish normal trade terms with vendors or to 

open accounts with financial institutions would not be considered as operating 
across national borders.  Also, an office required solely for the purpose of 
legal formation and continuing legal existence in a particular jurisdiction does 
not constitute an operation across national borders. 

 
83. In principle the definition of transnational audit should be applied to the audit 

of the consolidated entity as a whole as well as the individual audits of the 
components of the consolidated entity that qualifies for a transnational audit. 

 
84. The competences required to meet public expectations of audit professionals 

can be obtained through: 
 

a. More extensive practical experience and training; 
b. Advanced levels of academic study; 
c. CPD directed at these competences; and 
d. A combination of all the above. 
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85. Assessment of these competences is more likely to be achieved through a 

formal supervision process than through further recorded assessments. 
 


