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Introduction 
5.1 The aim of this paper is to assist the IAESB in discussing issues related to the 

implementation of International Education Standard (IES) 8.  More specifically, the 
paper aims to provide background information on issues raised on the 
implementation of IES 8 with the aim of developing a project proposal for 
discussion at the October 2009 meeting. 
 

Background Information 
5.2 In July 2006 the IAESB published IES 8, Competence Requirements for Audit 

Professionals. IES 8 intends to ensure that professional accountants acquire and 
maintain the specific capabilities required to work as competent audit professionals.  
The Standard prescribes competence requirements for audit professionals, including 
those working in specific environments and industries. The responsibility for the 
development and assessment of the required competence is shared by IFAC member 
bodies, audit organizations, regulatory authorities, and other third parties. As a result 
IFAC member bodies need to establish policies and procedures that will allow 
members to satisfy the requirements of this IES before they take on the role of an 
audit professional. IES 8 is effective July 1, 2008 for all audit professionals. A copy 
of IES 8 can be downloaded free of charge from the IFAC Bookstore, 
http://www.ifac.org/Store/Details.tmpl?SID=12182284831134033&Cart=12188147
6597916. Please ensure that you bring a copy of the IES 8 to the meeting. 
 

5.3 The IAESB has received requests over the last quarter to clarify the implementation 
of IES 8.  More specifically, the Steering Committee of the Consultative Committee 
of Accountancy Bodies on Audit Conduct and Training from the UK member bodies 
and the Standards Working Group (SWG) which includes representatives from the 
Big 6 public accounting firms of IFAC’s Forum of Firms have requested that the 
IAESB clarify the understanding of the term, significant judgment, which is used in 
the definition of an audit professional. This term is important because the Standard 
only applies to qualified professional accountants who are exercising significant 
judgments on an audit of historical financial information.   
 

5.4 In addition the IAESB has received requests from SWG to (1) clarify the 
expectations of an "education and development program” for a transnational auditor, 
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(2) explain what is meant by "advanced level" with respect to professional 
knowledge and professional skills required of an audit professional, and (3) ensure 
consistency among various IFAC pronouncements (e.g., IES8, ISA 220, ISQC1 and 
the IFAC code of ethics) in defining the competence requirements of an audit 
professional and the engagement team (See Appendix 1 for SWG comments). 
 

5.5 Appendix 2 provides a summary of comments received from respondents on the 
need for guidance or clarification when the exposure draft of IES 8 was released for 
public comment in 2006.  

 
Discussion 
5.6 In developing a project proposal, it is helpful to identify key issues that the 

implementation guidance should address. 
 

 
 
 
 
 
 
 

Proposed Way Forward 
5.7 IAESB comments will be considered and incorporated into a draft of the project 

proposal which will be prepared for Board approval. 
 
 

Action requested: 
1) In considering Appendices 1 and 2 what are the key issues that should 

be addressed when developing implementation guidance for IES 8? 
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APPENDIX 1 

Key Areas Where SWG Requested Clarification 
  

• Defining what is meant by "significant judgment" - this is the key area of 
diverse interpretation and is used to define an audit professional (paragraph 9 
of IES8).  

- A view has been expressed that the IAESB intended “audit professional” 
to refer to only the most senior members of the engagement team, e.g., 
the audit partner and manager.   

- However this view is difficult to garner from a clean read of the standard.   
- Note that paragraph 27 of IES8 seems to contradict this view in 

suggesting that “audit professionals will need further development to 
progress, through supervisory and managerial roles, to acting as the 
engagement partner”. 

  
• Reconsidering the definition of "audit professional" to take into consideration 

countries, such as France, where it is not the norm for other than audit partners 
to be members of the IFAC member body 

- The current definition requires the audit professional to be a member of 
an IFAC member body and to satisfy the requirements of IES8 before 
taking on the role of audit professional (paragraph 29 of IES8). 

  
• Re-evaluating the overlap of IES8 with ISA 220, ISQC1 and the IFAC code of 

ethics 
- all these pronouncements currently include paragraphs on the 

competence of auditors and engagement teams.  
- Note there is a general consensus that in its current form, IES8 goes 

beyond the requirements of ISA220 since it focuses on an individual 
rather than the collective engagement team. 

- In addition, while the other pronouncements tend to talk about the need 
for the professional accountant/auditor to be competent in the relevant 
area before accepting an engagement, IES8 goes beyond in attempting 
to define what that competence is for audit engagements. 

 
• Defining what is meant by an "education and development program" 

- Paragraph 77 of IES8 includes an (almost) exhaustive list of areas which 
should be included in such a program for the transnational auditor.  

- It is not clear whether some or all of this can be covered through on-the-
job learning and other informal learning or whether it is the IEASB’s 
intention that these topics should be addressed in more formal or 
structured learning. 

- Nor is it clear to what depth of knowledge these items should be 
covered. 

  
• Adding further explanation of what is meant by "advanced level" 

- Related to the previous item, paragraphs 32a, 32b, 36, 38, and 42b all 
use the phrase “advanced level” and generally describe it as being 
deeper knowledge or higher skill than that required by IES1-6, the “pre-
qualification” standards. However, this does not provide real practical 
implementation guidance to member bodies. 
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• Adding further guidance to explore how member bodies, including those whose 
members are essentially all being trained to become "audit professionals," 
should approach the implementation of IES8. 

- Such guidance would help to improve the consistency of interpretation of 
how much skill. knowledge and experience are required in order to 
become "audit professional" (so puts flesh on the bone for the key terms 
and concepts). 

- Guidance on how the shared responsibility between IFAC member 
bodies, audit organizations, regulatory authorities and other third 
parties, as described in paragraph 5 of IES8, should be worked in 
practice. 

 
• Addressing the circularity in guidance with respect to transnational audits and 

specialised industries 
- The guidance in paragraph 81 of IES8 reads “ audit professionals need 

practical audit experience in a specific environment or industry before 
assuming responsibility for making judgments in an audit of historical 
financial information in that environment or industry…” 

- Until there is further clarity on the level of seniority that the audit 
professional is expected to have it is difficult to see how this guidance 
can be implemented practically since one must gain the relevant 
experience somehow. 

- In addition, there are other ways of safeguarding an audit professional 
working in a new environment or industry and that is to consider the 
collective competence and experience of the entire audit engagement 
team, including any specialists and advisors. 
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APPENDIX 2 
Analysis of Comments for IES 8 
 
DNPTF 

• We would also encourage the Committee to develop implementation guidance in the 
form of an International Education Guideline or Paper to assist professional bodies 
to implement the standard. Guidance regarding the approaches taken to implement 
this standard in different countries would be helpful. Further support in the form of 
examples of assessment approaches, licensing regimes, etc would also be highly 
desirable. 
 

• Accounting technicians often hold very senior roles in audit teams and are 
responsible for leading the engagement team and making significant judgment 
decisions – these individuals would not meet the proposed definition. While the 
final audit opinion and the contributing judgments remain the sole responsibility of 
the engagement partner, the extent to which other’s work is relied upon during the 
process, especially in smaller firms, is likely to mean the implementation of the 
current definition is problematic in many developing and emerging economies. 
  

• Although some elaboration regarding what is meant by advanced level knowledge is 
provided, we recommend further clarification and guidance is needed in this area to 
ensure consistent application and implementation around the world. 
 

• We acknowledge the Committee’s desire to prescribe a competence-based approach 
in this Standard. However, we recommend that clarification of the indicative length 
of practical experience required should be prescribed in bold lettering. In developing 
and emerging economies where sophisticated competence based approaches to 
accounting education are not the norm, specifying an indicative length of practical 
experience is desirable to ensure consistent implementation and outcomes. 
 

 
PwC  

• IES 8 requires that audit professionals hold an undergraduate degree. Should this 
requirement be in the final standard, we believe that detailed implementation 
guidance should be provided. This should include our assumption that the 
requirement is not retrospective. (There are audit professional within PwC member 
firms – including ‘auditors’ as defined in IES 8 – who are appropriately qualified, 
skilled and licensed but who currently do not hold an undergraduate degree).  

 
• The standard should include a formal definition of ‘transnational audits’. It should 

be clear whether complex, national audits (which are not cross border yet require 
additional auditing skills) are included in the definition. 
 

• Greater clarity around the definition of an ‘advanced’ level of knowledge is 
required, particularly in the area of Information Technology (IT). We believe that 
many accounting qualifications already have an appropriate level of knowledge in 
some of the areas that are set out in the standard and we do not believe that these 
areas should be expanded further on the basis of the need for auditors to know more 
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than a general accountant. Further guidance on the knowledge expectations and how 
these link into the expectations in IES 7, would therefore be useful. 
 

• As a minimum, more guidance on how existing, or new, assessment processes 
should be used at a post qualification stage would add greater clarity to the intent of 
this section of the IES 8. The interaction with the requirements of IES 7 should also 
be explicitly stated. 
 

 
Deloitte Touche Tohmatsu 

• The proposed standard is silent with respect to transitional provisions to be applied 
as the final standard is implemented. We believe that it is critical to provide specific 
guidance on transitional provisions in order to ensure consistent and appropriate 
implementation. Accordingly, we strongly recommend that additional guidance be 
developed and exposed prior to issuing the final standard. 

 
• We believe that the proposed standard contains insufficient guidance on how to 

assess, and potentially track, individuals who have achieved “audit professional,” 
“transnational audit professional,” and “industry-specific [transnational] audit 
professional” status.  
 

• For clarification purposes, we recommend adding guidance as to the definition of a 
“properly supervised environment.” 
 

• We strongly believe that additional guidance is needed to clearly define the 
“assessment process” and especially how it interacts with “an audit firm’s quality 
control systems.” Regulators will be expecting to hold member bodies and firms 
accountable for the execution of this process, so it is critical to be very clear on the 
exact process required. 
 

• We strongly believe additional guidance should be included in the proposed 
standard on the nature and extent of the assessment process that is envisaged for 
transnational audit professionals. 
 
 

 
ICAS  

• We would like to have seen parameters given on the placing of practical experience 
in paragraph 68 and clear definition of what constitutes “a substantial proportion” in 
paragraph 69. Whilst we believe that the competence and integrity of the assessor is 
the most important feature of practical experience successful implementation, we do 
think that IFAC should have an eye on the applicability of this Standard throughout 
the world. A minimum time set in black lettering has a benefit of being applied 
consistently around the world. IFAC must consider this as a primary objective in 
setting standards. We do not think that leaving a Standard so open to interpretation 
is helpful to audit firms, member bodies or to the public interest. 
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NASBA 
• The draft is necessarily vague as to how assessments are accomplished since it is 

international in scope. However, the draft is unclear as to whether this is intended to 
be general guidance or whether formal certification and licensing is contemplated. 
Currently in the U.S., formal certification and licensing occurs initially. Then, 
individual firms decide career progression and responsibilities. Is that sufficient 
assessment to satisfy IFAC? This requirement should be clarified. If an additional 
certification process is contemplated, the costs of such a process would be 
substantial and should be justified by a cost-benefit analysis. 

 
 
AICPA 

• For professional accountant transferring to audits from a non-audit work 
environment it is difficult to envision what work experience may qualify. We 
recommend that you include some examples of the specific types of work 
environment that would meet the guidance provided here and in IES 5, Practical 
Experience Requirements, paragraph 17. 

 
 
NZICA  

• We have reservations about how member bodies could ensure that audit 
professionals are appropriately equipped to operate in specific industries or 
environments, as judgement about their suitability is practically in the hands of the 
employers. We would welcome guidance from IFAC on how member bodies could 
play a useful role in this. 

 
CGA Canada  

• The guidance in Section 4 on transnational audits and specific industries may also 
not be easy to implement. Again, this makes member bodies of IFAC somehow 
responsible for how firms assign staff to certain types of audits and industries. This 
will be an issue for the firms to deal with. It may not be easily done by IFAC 
member bodies. 

 
ICAI  

• We believe that the additional guidance provided in the area of transnational auditor 
is very helpful. However we note that no distinction is made between the overall 
transnational auditor himself and the various roles that may be applied throughout 
the world. For example an audit of a minor branch or subsidiary would not 
necessarily require additional knowledge of controlling multi-location and group 
audits unless they themselves are in this role. Some clarification around this matter 
we believe would be helpful. Additionally the effective supervisory role of the 
various member bodies in terms of monitoring compliance of auditor education 
within globalised firms is far from clear. Member bodies typically interact with 
various firms on a national basis and problems of audit quality emanating from 
inadequate auditor education may well arise on a globalised basis. The ability of 
member bodies to address this is limited given the national basis of member bodies. 
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AFAANZ  
• For trans-national audits and audits in specific industries, the discussion is too 

general to provide much guidance for those implementing the standard. We believe 
it would be useful to add some black letter standards in those sections in order to 
make explicit and formal some general expectations about the level of skills and 
experience needed to conduct trans-national and specialized industry audits.  

 
 
CPA Ireland  

• The proposal does not give guidance on who should conduct the assessment referred 
to in paragraphs on trans-national audits and audits in specific industries. In our 
view, this should be undertaken by a competent authority within the relevant audit 
firm. 

 
 
 


