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To:   IAESB 

From: Ken Siong 

Technical Director, International Ethics Standards Board for Accountants (IESBA) 

 
IESBA – 1st Quarter 2014 Progress Report  

This report summarizes the status of IESBA projects as of  1st Quarter 2014). 

Major Achievements  

Standards and 
Guidance 

Exposure draft: Proposed Changes to Certain Provisions of the Code Addressing Non-
Assurance Services for Audit Clients. Approved April 2014. Released May 2014. 

Adoption and 
Implementation 

As of March 2014, over 120 jurisdictions have adopted or are in the process of adopting the 
2009 version of the Code of Ethics for Professional Accountants (the Code), have based their 
national ethics standards on the Code, or are working to eliminate differences with the Code. 

Project Updates 

The following are project updates pursuant to the April 2014 Ethics Board meeting. 

Non-Assurance Services (NAS) 

The IESBA approved for exposure proposed changes to the Code aimed at enhancing the independence 
provisions in Section 290–Audit and Review Engagements of the Code by: 

• Providing additional guidance and clarification regarding what constitutes management responsibility, 
including enhanced guidance regarding how the auditor can better satisfy itself that client management will 
make all judgments and decisions that are the responsibility of management, when the auditor provides 
NAS to an audit client;  

• Providing better guidance and clarification on the concept of “routine or mechanical” services relating to the 
preparation of accounting records and financial statements for non-public interest entity audit clients; and 

• Removing the provision that permits an audit firm to provide certain bookkeeping and taxation services to 
public interest entity audit clients in emergency situations.  

The proposed changes addressing management responsibility and routine or mechanical services are intended to 
promote consistency of application of the Code’s provisions globally. In addition, the IESBA believes that the rule-
exception intended to address situations that are so rare may be perceived to unnecessarily open the Code to the 
risk of misuse through misinterpretation or abuse, hence the Board’s proposal that it be withdrawn. 

The IESBA also approved for exposure proposed enhancements to the corresponding NAS provisions in Section 
291—Other Assurance Engagements of the Code with respect to assurance clients. 

The exposure draft was released on May 20, 2014.  

At its July 2014 meeting, the IESBA will consider a draft paper setting out its views and positions on NAS and 
related matters. 

 
 

https://www.ifac.org/publications-resources/proposed-changes-certain-provisions-code-addressing-non-assurance-services-au
https://www.ifac.org/publications-resources/proposed-changes-certain-provisions-code-addressing-non-assurance-services-au
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Responding to Non-Compliance with Laws and Regulations (NOCLAR)  

The IESBA received a brief update on recent discussions of the project with certain stakeholders, including its 
Consultative Advisory Group, during Q1 2014. It also received an update on preparations for its series of global 
roundtables on the project in Asia Pacific on May 20 (Hong Kong), Europe on June 13 (Brussels), and the 
Americas on July 20, 2014 (Washington, DC). 

Asia Pacific Roundtable, Hong Kong 

The Asia Pacific roundtable on May 20 was a very successful event, with participation from close to 55 invited 
senior-level individuals from 10 jurisdictions representing a wide cross-section of stakeholder groups, including 
regulators and public authorities, preparers/PAIBs, standard setters, IFAC Member Bodies, and firms (both large 
and small). The 10 jurisdictions sending participants to the event were: Australia, China (mainland), Chinese 
Taiwan, Hong Kong SAR, Indonesia, Japan, Malaysia, New Zealand, Philippines, and Singapore. 

Participants in the roundtable included, among others: 

• Chief Executive, Accounting and Corporate Regulatory Authority, Singapore 

• Chair, Auditing and Assurance Standards Board, New Zealand 

• Representative, China Securities Regulatory Commission 

• Chairman, Hong Kong General Chamber of Commerce 

• Senior Superintendent (Financial Investigation), Hong Kong Police Force and Joint Financial Intelligence Unit 

• Senior Director of Corporate Finance Division, Securities and Futures Commission, Hong Kong 

• Subdivision Head, Institutional Affairs, Accountant and Appraiser Supervisory Centre, Indonesia 

• Controller, Asian Development Bank 

• Technical Director, Accounting Professional & Ethical Standards Board, Australia 

• Chief Executive, Financial Reporting Council, Hong Kong 

• Financial Controller, MTR Corporation Limited 

• Chair of Accounting, University of Hong Kong 

• Chief Executive, External Reporting Board, New Zealand 

• Chief Financial Officer, Hong Kong Electric Investments Limited 

• Senior Vice President and Head of Accounting Affairs, Hong Kong Exchanges and Clearing Limited 

• Chairman, Hong Kong Institute of Directors 

Participants were assigned to three separate breakout groups in a manner intended to achieve balanced 
representation across the various stakeholder groups, and considered two case studies and the Board’s indicative 
revised proposals. The discussions were robust and lively, with a high level of participation across the three 
breakout groups. The roundtable was observed by the Chair of the IESBA Consultative Advisory Group. 

Way Forward 

The detailed input from the Asia Pacific roundtable will be duly summarized and passed to the Task Force for 
analysis together with the input from the other two roundtables.  
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Preparations for the next roundtable in Brussels are currently in the final stages and the Board is expecting close 
to 60 invited senior-level guests to attend the event, including observers from the PIOB. 

The IESBA will consider the input received from the roundtables and a possible re-exposure draft at its October 
2014 meeting. 

Structure of the Code 

Based on the final report and recommendations of its Structure of the Code Working Group, regarding ways to 
improve the usability of the Code, the IESBA approved a project on restructuring the Code. Among other matters, 
the IESBA provided further input on the topics of clarifying responsibility for compliance with the Code’s 
requirements; clarifying the language in the Code; reorganizing parts of the Code; and an electronic Code.  

The IESBA will consider a draft consultation paper setting out the proposed approach to the restructuring work at 
its July 2014 meeting. 

Long Association of Senior Personnel (Including Partner Rotation) with an Audit Client 

The IESBA made significant headway in developing proposed enhancements to the long association provisions in 
Section 290 of the Code, Independence–Audit and Review Engagements. Among other matters, the IESBA 
discussed what an appropriate duration of the cooling-off period for key audit partners (KAP) should be with 
respect to audits of PIEs with the objective of bringing “fresh eyes” to the audit; if the Lead Audit Engagement 
Partner (LAEP) were to be subject to a longer cooling-off period, whether the requirement should apply to LAEPs 
on the audits of all PIEs or only LAEPs on the audits of listed entities; and what activities the rotated KAP should 
be permitted to undertake with respect to the audit client during the cooling-off period without influencing the 
outcome of the audit.  

The IESBA further discussed the issue of permissible activities during the cooling-off period and provided 
directional input to the Task Force in a teleconference held on April 29, 2014.  

The IESBA will consider a revised draft of the proposed enhancements to the Code with a view to approving an 
exposure draft at its July 2014 meeting. 

Review of Part C of the Code 

The IESBA considered issues and Task Force proposals regarding a revised Section 320 of the Code addressing 
the preparation and reporting of information, and a proposed Section 370 of the Code addressing pressure to 
breach the fundamental principles. Among other matters, the IESBA discussed possible guidance to help 
professional accountants in business (PAIBs) better understand their responsibilities regarding the issues of 
misuse or abuse of discretion under the applicable reporting framework, and transaction-based misrepresentation. 
The IESBA also provided input on proposed guidance to help PAIBs address the issue of pressure from superiors 
and others to breach the fundamental principles. 

The IESBA will further consider issues and revised drafts of these sections and proposed changes to other related 
sections of Part C of the Code within this first phase of the project at its July 2014 meeting. 

In anticipation of Phase II of the project, scheduled to start next year, that will address the topic of facilitation 
payments and bribes, IESBA representatives held an outreach meeting with representatives from the Independent 
Commission Against Corruption (ICAC) in Hong Kong in May 2014. The meeting provided an opportunity to 
exchange views with the ICAC on the topic and to understand its approach to, and successes and experience in, 
addressing corruption in that jurisdiction. 
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Auditor Reporting 

In connection with the IAASB’s Auditor Reporting project, the IESBA provided input on proposals by one of the 
IAASB’s Drafting Teams regarding the inclusion of a statement of compliance with independence and other ethical 
requirements in the auditor’s report, including options for disclosing the sources of these requirements in the 
report. 

The IESBA will consider revised proposals of the IAASB Drafting Team at its July 2014 meeting. 

Emerging Issues and Outreach 

The IESBA considered three developments internationally that its Emerging Issues and Outreach Committee had 
identified as potentially warranting the Board’s attention as emerging issues: the MG Rover case in the UK; 
aggressive tax avoidance; and the regulatory developments concerning audit reform in the European Union. The 
IESBA also noted recent outreach activities by IESBA members and staff. 

The IESBA will further consider matters arising from its Emerging Issues and Outreach initiative at its October 
2014 meeting. 

 

 
 


