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SUBJECT: REPORT FROM THE INTERNATIONAL ETHICS STANDARDS BOARD 
FOR ACCOUNTANTS  

 

Section 1 Report Overview 
1.1 This annual report summarizes the activities of the International Ethics Standards Board 

for Accountants (IESBA) over the period of November 2006 and October 2007. 

Section 2 Meeting Updates 
2.1 The IESBA has met on the following dates and at the following locations: 

• December 18-19, 2006 – London, United Kingdom 

• March 6-7, 2007 – New York, United States 

• June 25-27, 2007 – Berlin, Germany 

The IESBA will meet once more in 2007 on October 24th-26th (Toronto, Canada). 

Section 3 Significant Project Status/Updates 
Independence 

3.1 At its December 2006 meeting, the IESBA approved for exposure proposed changes to 
the independence requirements contained in the Code. The comment period ended on 
April 30, 2007. The IESBA plans to approve the final standard in 2008. The proposed 
effective date is one year after approval, subject to certain transitional provisions. 

3.2 The more significant proposals in the exposure draft include: 

• Extending requirements for audits of listed entities to audits of all entities of 
significant public interest; 

• Expanding the partner rotation requirements on audits of entities of significant public 
interest to all key audit partners (the engagement partner, the individual responsible 
for the engagement quality control review and other audit partners on the engagement 
team who are responsible for key decisions or judgments with respect to the audit); 

• Eliminating the existing flexibility for firms with few partners to apply alternative 
safeguards instead of partner rotation to address the familiarity threat; 

• Establishing a mandatory “cooling-off” period before a key audit partner joins a 
former audit client that is an entity of significant public interest, or the individual who 
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is the firm’s Senior or Managing Partner (Chief Executive or equivalent) joins such 
an audit client; 

• Updating requirements related to the provision of non-assurance services, including 
setting out additional guidance on the provision of tax services to audit clients; 

• Providing additional guidance on independence requirements for certain assurance 
reports that are expressly restricted for use by only the users specified in the report; 
and 

• Splitting existing Section 290 into two sections – proposed revised Section 290 which 
sets out independence requirements for audit and review engagements and proposed 
new Section 291 which sets out independence requirements for other assurance 
engagements. 

3.3 The IESBA is in the process of considering the comments received on exposure. In 
response to comments received the current intent of the Board is to modify certain of the 
provisions contained in the exposure draft. The more significant modifications are: 

• Limiting the definition of an entity of public interest to listed entities and other 
entities that a regulator or legislation has designated to be an entity of public interest  
and, therefore, subject to the same independence requirements as are applied to audits 
of listed entities; and 

• Requiring rotation of key audit partners on audits of public interest entities except in 
cases where an independent regulator in a jurisdiction has provided an exemption 
from partner rotation, in circumstances where the firm has only a few people with the 
necessary knowledge and experience to serve as key audit partner, and the regulator 
has identified alternative safeguards that are to be applied. 

3.4 At its June 2007 meeting, the IESBA also approved an exposure draft addressing the 
three remaining independence matters which it had committed to address in the 
December exposure draft. These matters are: 

• Revising the existing guidance related to the provision of internal audit services to 
audit clients; 

• Including additional guidance related to economic dependence in the paragraphs 
dealing with fees in Section 290 (and proposed 291); and 

• Revising the existing guidance related to contingent fees. 

The comment period ends on October 15th 2007. 

Drafting Conventions  

3.5 The IESBA has commenced a project to consider the applicability of the clarity 
conventions adopted by the IAASB on the Code. The IESBA is of the view that the 
structure of the Code and the structure of ISAs are very different and the clarity of the 
Code would not be improved by separately presenting the objective to be achieved, the 
requirements designed to achieve the objective and application material.  
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3.6 The IESBA is of the view that identifying a requirement by use of the word “shall” is a 
matter that will clarify the Code and bring the language in line with that adopted by the 
IAASB.  

3.7 At its October meeting the IESBA plans to approve an exposure draft on this matter. 

Strategic and Operational Plan 

3.8 At its June meeting, the IESBA approved a draft Strategic and Operational Plan for the 
period 2008-2009. The plan outlines the work plan of the IESBA during this period and 
indicates that the IESBA, starting in the third quarter of 2008, will hold four forums or 
roundtables, as appropriate, in each of the Americas, Europe, Africa and Asia/Pacific 
regions to promote the revised Code and seek input on the steps which would be 
necessary to facilitate the convergence of international and national ethical standards and 
achieve greater global acceptance of the Code. 

Section 4 Critical Environmental Issues 
4.1 None of significance since last report. 

Section 5 International Relations & Communications 
5.1 In December 2006, representatives of the IESBA and representatives from the FEE 

Ethics Working Party met with representatives of the European Commission to discuss 
the new network firm standard and steps which could be taken to ensure consistent 
application of the definition. 

5.2 The IESBA chair made a presentation to the IFAC Monitoring Group in February 2007. 
The presentation focused on the proposed changes to independence requirements that 
were exposed in December 2006.  

5.3 In March 2007, representatives of the IESBA met with the IOSCO Sub-Committee on 
Auditing.  

5.4 In April 2007, the IESBA chair presented a module of the World Bank’s regional 
dialogue series “Improving Corporate Financial Reporting to Foster Economic Growth in 
Latin America and the Caribbean.”  

5.5 In June 2007, representatives of the IESBA met with representatives of the Ethics 
Committee of FAR, the institute for the accountancy profession in Sweden.  

Section 6 Operations & Other Matters 
6.1 None of significance since last report. 


