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INTRODUCTION 
 
1. The aim of this paper is to assist the CAG in its discussion of the issues related to 

the revision of IES 8 “Competence Requirements for Audit Professionals”.  
Specifically, the paper will (a) provide information on the revision of IES 8 and the 
discussions of the Board at its previous meetings; and (b) identify issues for 
discussion to assist the task force in the development of an Exposure Draft. 

 
2. The agenda item contains the following materials:  

 

Agenda Item 6-1 Revision of IES 8 -  Issues and Proposals of IAESB Task 
Force (09/11) 

Agenda Item 6-2 First Draft of Proposed Redrafted IES 8 (05/11)  
 
 
BACKGROUND  
 
Project Scope 
3. The revision of IES 8 is part of the larger project identified in the IAESB’s 2010-

2012 Strategy and Work Plan that aims to redraft and revise all IESs 1-8 by 2013. 
The IAESB’s original plan, in revising IES 8 was to: 

a) Revise the Standard’s use and interpretation of the following key definitions: 
o Significant judgment, audit professional, education and development 

program, and advanced level. 
b) Clarify the Standard’s explanation surrounding: 

o Precise roles in a transnational audit; 
o Acceptance of the need for progression through a variety of roles, over time, 

whilst part of a larger team; 
o How the shared responsibility between IFAC member bodies, firms and 

regulatory authorities should work in practice; 
o The practical application of an IES that has requirements written primarily to 

individuals who are practicing members of Member Bodies; and 
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c) Revise the Standard’s scope to clarify the coverage of the following key areas: 
o Engagement Partner Competences 
o Specific Industries; and 
o Practical Experience. 

 
4. In addition to the areas noted above, the Task Force, supported by previous 

discussions at the IAESB, is proposing moving towards defining the competences 
for the engagement partner in the context of an engagement team. This will likely 
mean that whilst requirements will be directed towards engagement partners, the 
context within which they operate (within a team) is likely to be covered within the 
Explanatory Materials section. Additional guidance for other levels within the 
engagement team may also be considered as part of the separate IES 8 Guidance 
project. 

 
Previous IAESB/CAG/Task Force Meetings 

 
February 2010 IAESB meeting 

5. At the February 2010 meeting, the IAESB considered a paper on issues related to 
the public consultation and reviewed a draft of the public consultation questions. 
Input was provided by the IAESB, and following on from CAG advice, various 
amendments were made to the Consultation Paper. Following on from this 
discussion with the IAESB, the Task Force re-worked the Consultation Paper to 
ensure that relevant comments or amendments were included and to refine the 
language used in the Paper in order to ensure greater clarity. 

 
May 2010 IAESB meeting 

6. At the May 2010 meeting, a progress report was provided by the Chair of the IES 8 
Task Force to indicate that the consultation period was still ongoing and that a more 
formal presentation of comments would be provided at the November meeting in 
Singapore. Feedback/comments from meetings held by members of the Task Force 
with FEE and Forum of Firms were also provided in the May papers for the IAESB 
meeting. IAESB members indicated that several issues relating to the revision of 
IES 8 were relevant to the other revision projects. 

 
7. A short information paper was also provided to the CAG for their comment and 

input (during September 16-17, 2010). Feedback from CAG was that there was 
support for the need to apportion responsibility towards the Engagement Partner. 
CAG also wanted the IAESB to consider the role of the Engagement Quality 
Control Reviewer. The CAG also had further discussion, although not a majority 
view, about whether the scope of IES 8 should be expanded to include other 
assurance activities. 

 
November 2010 Meeting 

8. At the November 2010 meeting, the IAESB was provided with the full results of the 
public consultation, a summarized paper of the consultation responses and a verbal 
report with series of questions posed to the IAESB by the Task Force. The IAESB 
considered a paper which ran through approximately 20 questions covering off 
those issues identified from the public consultation process. The following 
highlights decisions stemming from this IAESB:  
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• focus on requirements relating to member bodies, but to set out the implications 
of the requirements to other interested stakeholder groups through the 
Explanatory Materials section; 

• focus on audit engagement of historical financial engagements; 
• clarify rather than increase the scope of IES 8 (i.e. to be have more clarity 

around ‘who’ the requirements would be targeted to); 
• review the extant standard for compatibility with existing IFAC 

pronouncements; 
• eliminate the term ‘advanced level’ as this implied some sort of prestige for 

auditors as compared to other accounting professionals; 
• focus on ‘good practice’ rather than ‘best practice’; 
• ensure that the requirements of the proposed IES 8 do not go beyond the 

requirements inherent in the ISAs/ISQC1 and that the content of the proposed 
IES 8 is focused on ‘education’ principles common to all audit engagements; 

• ensure that the knowledge content required by each auditor is directly linked to 
the nature of the entity being audited; and 

• ensure that the ‘impact’ of the standard on stakeholders is considered as part of 
the consultation process. 

 
March 2011 Meeting 

9. At the March Meeting, the IAESB was provided with a written update of recent 
progress on the development of IES8 as well as consideration of the progression 
process into the role of engagement partner and the continuum between IPD and 
CPD elements of professional development. During the presentation, the Task Force 
leader also presented a diagrammatical representation of how the proposed IES 
might take an engagement partner from IPD through to CPD. 

 
10. Feedback from members of the IAESB included: 

• concern in respect of focusing on only the engagement partner as this might 
mean that the involvement of others exercising judgments in the team might be 
overlooked; 

• professional skepticism and professional judgment to be re-emphasized in any 
new standard; 

• no diminution of IPD elements once the status of professional accountant have 
been attained; 

• encouragement that the IES 8 team work with other Task Forces (especially IES 
2) to ensure consistency of any frameworks that might be used; 

• encouragement for the Task Force to continue to identify matters which might 
be included in future guidance on IES 8; and 

• avoid assuming that ‘large’ clients necessarily equated to ‘complex’ 
engagements. 

April/May 2011, Task Force Meetings & Drafting updates 
11. During April/May, the Task Force met on 3 occasions via Webex conference calls 

working alongside this was a smaller drafting team consisting of 3 members, who 
developed a number of versions of the revised draft IES 8 for comment and input by 
the Task Force. The Task Force was assisted during this period by Mr Steven 
Glover who had been provided by IFAC to assist with the drafting process. 
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12. The Task Force discussed the title, scoping, requirements, and objectives of IES8, 
and in the most recent meeting (May 2011), the explanatory materials. During Task 
Force discussions, a number of issues were identified which required further 
direction and guidance from the IAESB. The task force discussed a whole range of 
issues, including: 

 
• Comments from the March IAESB meeting in respect of to ‘whom’ the IES 

should be directed; 
• The content of the requirements sections including the proposed wording; 
• The respective role of member bodies, auditing firms, the ISAs/ISQC1 and 

others in the professional development of auditors; 
• Avoidance of the term ‘entry-level engagement’ partner following feedback 

from the IAESB meeting in Geneva; 
• How the IES could be written to ensure sufficient consideration was given 

towards the focus on the competencies of the engagement partner operating 
within the context of the wider audit team; 

• Whether the title of the IES should be directed towards Engagement partners; 
• The importance of considering extra guidance (especially in terms of 

progression within the audit team or the potential to make use of a competency 
model); and 

• How to ensure an appropriate balance between a principles-based standard and 
one which might still require some ‘bright-lines.’ 

 
May 2011 IAESB Meeting 

13. During this meeting of the IAESB, a draft of IES8 was presented to the Board for 
discussion on a range of issues.  During its deliberations, the Board agreed that: 

 
• The IES would continue to be focused on the Engagement partner but would 

contain within the Explanatory Materials commentary in respect of how 
Engagement Partners, and those aspiring into the role of Engagement partner, do 
so in the context of a wide team; 

• A matrix of competences should be included within the Requirements section of 
the standard instead of being included in an Appendix; 

• In respect of Practical Experiences, the Requirement should not indicate a period 
of time but should move any examples to the Explanatory Materials; 

• The Objective be revised to be consistent with other examples now in Exposure 
Draft format and to make clearer the link to the public interest; 

• The IES 8 team should make use of the verbs being utilized in the IES 2 
Taxonomy where practicable; and 

• There be an improved clarification of the distinction between IPD and CPD 
elements and how these can operate to ensure competence requirements are in 
place for aspiring Engagement partners. 
 

14. Since May, the Task Force has met via conference call on a further 2 occasions with 
additional meetings planned.  The latest draft of the revised IES 8 will be presented 
to the Drafting Working Group in the first week of September for initial comment. 
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Overall Approach to development of a revised IES 8 
15. The diagram below shows the emphasis of the revised IES 8 and the approach that 

has been taken to explain and identify competences for the various stages of 
progression from completion of IPD through to achieving Engagement partner 
status:  

 

 
 

• An aspiring professional accountant will undertake IPD to become a 
professional accountant.  This is based on the topics covered within IESs 2, 3 
and 4 and the practical application of these topics under IES 5.  Having being 
properly assessed during this period of IPD under the principles of IES 6 and 
individual becomes a professional accountant. 

• As an aspiring engagement partner, and after or in parallel to IPD undertaken to 
becoming a professional accountant, an individual would undertake the 
differential elements that are required by IES 8 compared to IESs 2, 3, 4 and 5 to 
become an engagement partner, after having been properly assessed for such a 
role using the principles of IES 6.  As a consequence, the competences identified 
in IES 8 build and further develop those contained within IESs 2, 3, 4 and 5.  In 
addition, there may be additional areas of emphasis specific to the engagement 
partner role. 

• Once an individual has been appointed to the role of a serving engagement 
partner, and based on the principles of IES 7, they need to either maintain their 
level of competence if the nature of the engagement they are dealing with does 
not fundamentally change, or further develop existing or new competences to be 
progressively able to become an engagement partner on more complex audits, 



Agenda Item 6-1 
 IAESB CAG Meeting – Jacksonville, USA, September 15-16, 2011 

 

6 
Prepared by Jean-Francois, Greg Owens, and IES 8 Task Force (September 2011) 

such as in specific industries, in a transnational environment or regarding listed 
entities, as the case may be. 

 
 
DISCUSSION 
The ‘whom’ of the IES 
16. One of the consistent comments coming back from our public consultation in 2010 

was on the need to clarify exactly to ‘whom’ this particular IES applied.  Conscious 
of this need for clarity, the Task Force supported by the IAESB, has focused the 
revised IES on the engagement partner.  Initially the Task Force considered 
outlining competence levels for all members of the audit team but after much 
discussion it was agreed that this would be futile and unrealistic given the fluidity of 
roles, tasks and responsibilities on any given team.  The second approach, which 
garnered support from the IAESB, was to focus solely on the engagement partner on 
the basis that they were the one constant on any given engagement. 

 
17. Mindful of the need to ensure that the IES takes into account the fact that 

engagement partners may first develop their Professional, Knowledge and 
Attitude/Values based skills from a much earlier stage in their professional careers, 
the Task Force has tried to take into account this notion of progressive development 
by outlining Requirements for both Aspiring and Serving engagement partners.  
This approach also correlates to the work done elsewhere by the IAESB in respect 
of considering aspiring professional accountants and professional accountants. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Inclusion of a competence matrix in the Requirements section 
18. One of the key inputs provided by the IAESB to the Task Force was the need for the 

competences to be included within the Requirements.  Since the May meeting, the 
Task Force has been developing the audit competences required for aspiring 
engagement partners.  An outline of these competences is provided in Appendix 1 
of this Issues Paper. 

 
19. In respect of the level of proficiency, the Task Force has discussed whether a 

defined level should be attached to each competence requirement or whether it 

Action Requested: 
 
1. Do you support the move towards these two levels of engagement 

partner (aspiring and serving)? 
 

2. In reading the Explanatory Materials, would you expect to see more 
content in respect of: 
 
a. Why the IAESB has chosen to focus on the engagement partner 
b. Whether there is a greater distinction between the Aspiring and 

Serving engagement partner roles? 
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would be better to explore each competence with a narrative explanation and 
inclusion of appropriate verbs from the IES 2 taxonomy. 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
Objective Paragraph 
 
20. Following feedback from the IAESB, the Task Force has looked at a number of 

alternative Objective paragraphs and now seeks the input of CAG in respect of their 
preference.  The draft version of IES8 currently has an Objective which runs as 
follows: 

 
 “The objective of an IFAC member body is for professional accountants aspiring to 

be, or serving as, an Engagement Partner to complete appropriate professional 
development.” 

 
21. After feedback from the IAESB at the May 2011 meeting, a reworked Objective is 

currently being prepared by the Task Force and will likely include an  emphasis on 
protecting the public interest by ensuring engagement partners are in a position to 
provide audit services of a high quality in order to meet the needs of clients and 
stakeholders. 

 
 
 
 
 
 
 
 

Action Requested: 
 
3. Do you support the inclusion of a competence matrix for aspiring 

engagement partners within the Requirements section of the IES? 
 

4. What is your preferred format for this section of the Requirements?   
 

5. Would you like to see headline competences identified (as in the 
Professional Skills section of the matrix) or more detailed competences (as 
outlined in the Knowledge section)? 

 
6. If we were to use a ‘levels’ approach in highlighting the degree of 

competence required, would it be helpful to present this in a taxonomy 
that had a comparison column for those competence levels already being 
complied with under IESs 2, 3, 4 and 5? 
 

Action Requested: 
 
7. Do you have any views or comments on how the Objective should be 

further developed? 
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Competences for those already serving as engagement partners 
 
22. One area of discussion for the Task Force has been the treatment and distinction 

between those aspiring, and those already serving, as engagement partners.  In 
particular there has been divergent views on how best to indicate that member 
bodies have a role in ensuring engagement partners, already serving in that 
particular role, have appropriate CPD.  The concern has stemmed from trying to 
avoid replicating Requirements already existing in both the extant and proposed 
versions of IES 7. 

 
23. The May draft of IES 8 presented to the IAESB, currently has a section for those 

serving in the role of engagement partners, which states: 
 
 “IFAC member bodies shall require that an engagement partner complete CPD 

appropriate to the engagements for which the engagement partner is responsible, 
including professional development for new audit competences prescribed by the 
member body and professional development appropriate for more complex audits 
for  which the engagement partner assumes responsibility as their career 
progresses.” 

 
24. There was particular concern by the Task Force that the above paragraph either 

repeated IES 7 or attempted to enter into more complicated areas of competence 
especially in respect of ‘complex audits’ without adding value or clarity.  One area 
that has been the subject of ongoing debate within the Task Force has been whether 
this part of the IES requires dedicated competence requirements in respect of 
specific industries, complex reporting entities or transnational audits.  Any 
refinement to this Requirement would make clear that there is an expectation that an 
engagement partner overseeing these types of audits would undertake CPD that is 
focused on these three areas of complexity, with further details being provided 
within the Explanatory Materials of the revised IES.   

 
25. Any change to this part of the Requirements would also include a ‘comply or 

explain’ element which would indicate that if an engagement partner was not 
undertaking CPD in these areas but was acting for clients falling into these 
categories an explanation or remedial plan would need to be provided by the 
engagement partner or their firm for review by an IFAC member body. 

 
26. The intention would then be to provide an additional competence matrix within the 

Explanatory Materials covering ‘complex industries’ ‘complex transactions or 
reporting requirements’ and ‘transnational audits’ each of which would have an 
associated ‘nature of appropriate professional development’ set of areas of focus.  
An illustration of the sort of content that is currently being discussed is shown in 
Appendix 2. 
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Use of footnotes to assist the end-user 
27. IES 8 may, unlike many of the other IESs, may be read by individuals who are less 

familiar with its subject matter - auditing.  As a consequence the initial drafts of the 
revised IES 8 have included (especially during the Scope sections) a range of 
footnotes in relation to existing ISA pronouncements and definitions.  This has been 
designed to assist the end-user by providing greater context and support for key 
definitions not normally found within an IES.  The Task Force is aware that when 
comparing IES 8 as drafted to other recently exposed IESs that the revised IES 8 
might appear less clarified due to the visual effect of having so many footnotes. 

 

 
 

 
PROPOSED WAY FORWARD 
 
28. The comments/advice of the CAG will be used to inform the IAESB’s discussion of 

issues at its October meeting.  

 

Action Requested: 
 
8. Do you think the competence requirements for auditing complex entities 

should be included as part of a Requirement with further details being 
provided in the Explanatory Materials? 
 

9. Are you supportive of a ‘comply or explain’ element being included in this 
particular Requirement? 

 
10. Do you have any further guidance in respect of how these more complex 

engagements can be included within the competences of an engagement 
partner? 
 

Action Requested: 
 
11. Do you support the continued use of the footnotes to assist the end-user or 

would you prefer that: 
a. The footnotes are eliminated and definitional items included in the 

Glossary 
b. The footnotes be reworded to include them in the Explanatory 

Materials. 
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Appendix 1 – Preliminary draft of Competence Requirements 

Competence Area  1 Level of 
Proficiency 

2  

Applies and integrates the following professional skills in the role of 
engagement partner 

Business acumen  

Professional judgment   

Planning and analysis  

Team leadership  

Capacity for inquiry, abstract logical thought, and critical analysis  

Presenting, discussing, and defending views through formal, informal, 
written, and spoken communication 

 

Resolving conflicts  

Applies, evaluates and integrates knowledge of the following in the role of 
engagement partner 

Risk management – related to the development and evaluation of an 
entity’s risk profile and the entity’s governance and management of 
the identified risks 

 

Governance and internal control, including in the context of IT 
systems 

 

Finance – related to the financial management of assets and 
liabilities, treasury and assessment of an entity’s value 

 

Management decision-making – related to the identification of 
information needs, and to the development and use of decision-
making tools and analytical processes in achieving the entity’s 

 

                                                 
1 To be finalized once IES 2 establishes format, taxonomy and competences for professional accountants. 
Requirements (including competences and levels of proficiency) will only be listed in IES 8 when that 
requirement is incremental to those prescribed in IES 1 – 7, i.e.  an engagement partner should demonstrate a 
competence or level of proficiency greater than that demonstrated by a professional accountant. Once IES1-7 
are more developed, the IES 8 requirements will adapt as appropriate, perhaps including deleting some of the 
competences in this matrix.  Verbs will likely be added to each line item to parallel the verb structure adopted 
by IES 2 
2 May not be necessary if the verbs used to introduce each of the three “clusters” adequately prescribe the 
level of proficiency.  Once IES 2 is more developed this issue can be resolved.  If levels of proficiency are not 
developed, later references to levels of proficiency would be deleted.  
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strategies 

Financial and performance measurement and reporting – related to 
the presentation of an entity’s financial and non-financial information 
to external and internal users to meet their reporting needs 

 

Applicable financial reporting standards – current and pending  

Auditing principles, processes and practices – related to enhancing 
the reliability of information, including the validation, testing, and the 
provision of assurance services, including statutory and regulatory 
requirements, documentation and evaluation of controls 

 

Engagement management, relating to leadership for engagement 
teams, managing projects, initiating and managing change, making 
key professional judgments including engagement acceptance 

 

Applicable auditing standards – current and pending   

Applicable tax and law concepts  

Security and stock exchange regulations  

Applicable ethical and independence standards – current and 
pending  

 

Demonstrates the following professional values, ethics and attitudes in the 
role of engagement partner 

Professional skepticism  

Effective consultation  

Objectivity and independence  

Commitment to the public interest  

Avoids conflicts of interest   

Honesty and integrity  

Confidentiality of information  

Respect for others  
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Appendix 2 – Preliminary Matrix in respect of Complex Audits and 
Appropriate Professional Development 
 
The table below represents an illustration of the sorts of areas of coverage which 
could be included within the Explanatory Materials in respect of more complex 
audit engagements.  This will build upon the potential ‘comply or explain’ content 
referred to in the Requirements. 
 
Area of Complexity Nature of appropriate CPD 
Complex Industries 
 
Financial services, including banking, 
insurance and finance entities 

• Industry conferences 
• Disclosure for financial products or 

transactions 
• Economic forums 
• Guidance from banking or financial 

services regulators/bodies 
• Fair value accounting for financial 

assets / liabilities 
• Risk management and hedging 

strategies 
Extractive industries • Industry conferences 

• Accounting for extractive activities 
• Accounting for development costs

Complex transactions or reporting requirements 
 
Listed entities • Listing rules 

• Interim reporting guidance 
Governmental entities • Governmental accounting rules 

and disclosures 
• Conferences or guidance issued by 

national governmental audit offices 
Transnational audits 
 • Applicable financial reporting and 

auditing standards 
• National regulatory frameworks 
• Monitoring of multi-location and 

group audits 
 

 


