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Chair, International Ethics Standards Board for Accountants (IESBA) 

 
IESBA – 2012 Progress Report  

 
This report summarizes the status of all IESBA projects in the detailed 2012 service delivery plan. The IFAC 2011 Annual 
Report contains detailed information on the services delivered by the IESBA in 2011. 

Notes from IESBA Chair 

It is a privilege for me to be given the unique opportunity to lead the IESBA as its first independent Chair since 
September 1, 2012. I intend to continue the excellent work of my predecessor, Ken Dakdduk, in building the 
IESBA as the global ethics standard setter for the accounting profession, and in making the IESBA Code of 
Ethics for Professional Accountants (the Code) an even more highly regarded and influential ethics code for the 
profession. 

The revised Code issued in July 2009 established a strong base for the IESBA’s strategy and work program for 
2011-2012. The IESBA has made good progress in delivering on this strategy in 2012 through proactive 
engagement with stakeholders to support our convergence goal, support for implementation through the 
development of new guidance, and the development of new or improved ethics standards. 

Engagement with Stakeholders 

The IESBA’s long-term objective is convergence of the Code’s ethical standards for professional accountants, 
including auditor independence standards, with those issued by regulators and national standard setters. High-
quality ethical standards are vital to the profession’s ability to serve the public interest and contribute to 
sustainable, vibrant capital markets.  

We have increased our engagement with the international regulatory community during the year, particularly 
through meetings with the International Organization of Securities Commissions (IOSCO), the European 
Commission (EC), the U.S. Public Company Accounting Oversight Board (PCAOB) and the Netherlands 
Authority for Financial Markets (AFM). In mid-November, we will also be meeting with the European Audit 
Inspections Group (EAIG) for the first time. These meetings recognize the importance of the IESBA engaging in 
dialogue with the regulatory community on key contemporaneous policy debates relating to ethics standards for 
the profession internationally. They also assist the IESBA in obtaining public interest input on its most important 
projects on its current agenda and contribute to the Board reaching balanced conclusions on its projects. We will 
continue this level of engagement with regulators and audit oversight bodies in 2013. 

During the year, the IESBA also devoted significant outreach effort to raising awareness of the Code and the 
Board’s work to diverse constituencies around the world, including national standard setters, professional 
bodies, and the small and medium practices (SMP) community. We intend to continue this important outreach 
effort throughout 2013, with a particular focus on the investor community. 

Adoption and Implementation  

Effective adoption and implementation of the Code by IFAC member bodies is an important part of achieving 
international convergence of ethics and independence standards. To that end, the IESBA staff has developed 
adoption and implementation materials that are available free of charge on the IESBA’s website. The website 
also includes several questions and answers (Q&As) on the Code that were developed by the IESBA staff to 
assist member bodies and others as they adopt and implement the Code.  
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During the year, the IESBA staff has been developing a further set of Q&As on the Code which are expected to 
be finalized for issuance by the end of this year. In addition, the IESBA has commissioned the staff to develop 
an alert addressing the implications to audit quality of downward pressure on audit fees. The IESBA staff has 
continued to progress the development of the alert, which is expected to be finalized by the first quarter of next 
year. 

Development of New or Improved Ethics Standards 

The IESBA has made significant progress in its project to develop new requirements regarding the professional 
accountant’s response when identifying suspected illegal acts committed by a client or employer, and in August 
2012 issued an exposure draft (ED). The proposals describe the circumstances in which a professional 
accountant is required or expected to breach confidentiality and disclose a suspected illegal act to an 
appropriate authority, after having taken reasonable steps to confirm or dispel the suspicion and if management 
or those charged with governance do not respond to the issue appropriately. The proposals are intended to 
further support the important role that professional accountants play in protecting the public interest. Already, the 
ED has generated significant media attention and debate in our outreach with stakeholders. This project will be 
a key priority of the IESBA throughout 2013.  

The IESBA has also made significant headway in the development of proposed changes to the Code addressing 
conflicts of interest with the release of an ED in December 2011. The proposals are intended to provide 
additional guidance to professional accountants in business and in public practice in dealing with conflicts of 
interest, including identifying, evaluating, and managing such conflicts. During the year, the IESBA made steady 
progress in its deliberations on the ED responses. The IESBA anticipates finalizing the proposals early next 
year. 

Finally, the IESBA has been focused during the year on finalizing proposed changes to the Code to address a 
breach of a requirement of the Code, an ED of which was issued last October. The IESBA is of the view that any 
breach of a provision of the Code should be treated as a matter of utmost importance. The proposed changes to 
the Code are intended to provide guidance to a professional accountant on the action to be taken in such a 
situation. This project has benefited from dialogue with the regulatory community, particularly IOSCO. The 
IESBA anticipates approving the final changes by the end of this year.  

Revised Strategy and Work Program 2011-2012 

The IESBA closely monitors developments in the regulatory, business and professional communities to assess 
whether and how those developments should influence its ongoing strategy and work program. Accordingly, the 
IESBA’s strategy remains dynamic and is subject to revision as the IESBA determines appropriate, not only to 
maintain but also to advance the IESBA’s position as a leading international standard setter of ethics 
requirements for the accounting profession. 

In response to developments in the environment, the IESBA agreed earlier in the year to incorporate additional 
work streams into its strategy and work program for 2012, thereby stretching its current strategy into 2013. 
Under the additional work streams, the IESBA decided to review: 

• Certain measures (particularly firm rotation and further restrictions on non-assurance services) being 
considered by the EC, the PCAOB and regulators in other major jurisdictions to strengthen auditor 
independence;  

• Whether accounting irregularities at various companies reveal ethical implications for accountants in 
business, which may necessitate additions to the IESBA’s 2013 standard-setting agenda and result in 
proposed revisions to the Code; and  

• How to increase the visibility of the requirements and prohibitions in the Code and to clarify who is 
responsible for meeting them.  

The development of the IESBA’s strategy and work program for 2014-2015 will occur throughout 2013, including 
proactive consultation with stakeholders on what the Board’s priorities should be for the next strategy cycle. 
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Conclusion 

I would like to thank Ken Dakdduk for his leadership of the Board and the professionalism with which he has 
fulfilled his role as the former Chair of the IESBA. I would also like to thank retiring Deputy Chair Brian Walsh 
(UK) and Board member Felicitas Irungu (Kenya) for their contributions in advancing the IESBA’s work. Finally, I 
would like to recognize the significant support provided to the Board by former Deputy Director Jan Munro, who 
left the IESBA staff in September 2012. Her contribution to the IESBA’s work over the last ten years has been of 
great importance in making the IESBA Code a leading ethics benchmark for professional accountants around 
the world. 

 

Project Updates 

The following are project updates pursuant to the December 2012 IESBA meeting. 

Breach of a Requirement of the Code 

As noted above, the IESBA has approved for issuance, subject to confirmation of due process by 
the PIOB, changes to the Code related to provisions addressing a breach of a requirement of the 
Code. The changes will be effective approximately one year after issuance of the final 
pronouncement 

Conflicts of Interest 

Also as noted above, the IESBA has approved for issuance, subject to confirmation of due process 
by the PIOB, changes to the Code addressing conflicts of interest. The changes will be effective on 
July 1, 2014. 

Definition of Engagement Team 

The IESBA considered the significant comments received on the exposure draft (ED) of its 
proposed change to the definition of the term “engagement team” in the Code. The IESBA also 
considered further amendments to the proposed definition, taking into account limited amendments 
proposed by the IAASB to the material in ISA 610 (Revised), Using the Work of Internal Auditors, 
dealing with the use of internal auditors to provide direct assistance on the external audit (Direct 
Assistance). The IESBA, however, withheld final approval of these further amendments to the 
proposed definition pending consultation with the IESBA Consultative Advisory Group (CAG). 

The IESBA CAG met on January 21, 2013 via teleconference to consider the significant comments 
received on the ED and the outcome of the IESBA’s and IAASB’s deliberations in light of these 
comments. Overall, the IESBA CAG was supportive of how the IESBA and IAASB had both 
responded to the significant comments on the ED. Most of the CAG Representatives who 
commented, including the Representative from the International Organization of Securities 
Commissions (IOSCO), acknowledged the time, effort and care both Boards had taken in 
responding to those ED comments, and believed that an appropriate balance had been struck 
among the competing views in relation to the matter of Direct Assistance. 

Importantly, CAG Representatives expressed support for the amendments to the engagement team 
definition in the Code and the Direct Assistance material in ISA 610 (Revised) that the IESBA and 
IAASB had, respectively, tentatively agreed at their December 2012 meetings. The IESBA CAG, 
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therefore, was generally satisfied that the two Boards and their task forces had had detailed and 
thorough discussions of the ED comments, and had come to a satisfactory outcome on their 
respective documents. 

In light of the outcome of the IESBA CAG discussion, the IESBA approved the revised definition 
of engagement team at its teleconference meeting on January 31, 2013. Taking into account the 
IESBA’s final approval of the definition, the IAASB is expected to approve the Direct Assistance 
material in ISA 610 (Revised) at its February 12-14, 2013 meeting. 

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

The IESBA approved a project proposal to review the long association provisions in Section 290 
of the Code to ensure that they continue to provide robust and appropriate safeguards against the 
familiarity and self-interest threats arising from long association with an audit client. The IESBA 
will consider preliminary issues relating to the project at its March 2013 meeting. 

Non-Assurance Services 

The IESBA approved in principle, subject to confirmation of scope, a project proposal to review 
the non-assurance services provisions in Sections 290 and 291 of the Code to ensure that they 
continue to support a rigorous approach to independence for assurance services, particularly audits 
of financial statements. The IESBA will receive an update on the Task Force’s initial 
considerations regarding a benchmarking exercise for purposes of narrowing the scope of the 
project at its March 2013 meeting. 

Review of Part C of the Code 

Part C of the Code addresses how the conceptual framework of threats and safeguards in Part A of 
the Code applies in certain situations to professional accountants in business (PAIBs). The IESBA 
agreed the recommendations of the Part C Working Group, including that priority attention be 
given to the following areas in a review of Part C of the Code: 

o Pressure by superiors and others to engage in unethical or illegal acts; 

o The responsibility of PAIBs to produce financial reports that are faithful representations of the 
economics of transactions, and associated matters; and 

o Facilitation of payments and bribes. 

The IESBA agreed that the Part C work stream should proceed on an accelerated basis under the 
current strategy and work plan rather than be subject to further consideration of relative 
prioritization as part of the upcoming consultation on its 2014-2016 strategy and work plan. The 
IESBA will therefore consider a project proposal for approval at its March 2013 meeting. 

Suspected Illegal Acts 

The IESBA received a brief update on initial stakeholder reactions to its August 2012 exposure 
draft, Responding to a Suspected Illegal Act. The comment period on the exposure draft closed on 
December 15, 2012 and 72 comment letters have been received. The IESBA will consider the 
significant comments on the ED at its March 2013 meeting. 

 


