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Introduction 
 
This paper sets out the key changes made to IES 8 since the exposure period, following 
which a number of substantial and many more minor changes were made to the original 
document.  Changes were made in response to comments received on the exposure draft, in 
response to the IES 8 Task Force’s recommendations, in response to advice from the CAG, 
and following the IAESB’s own discussions covering these and other issues at its meeting 
in Kuala Lumpur.   
 
In addition, a small IAASB Task Force was asked to comment on IES 8 to ensure 
consistency with IAASB pronouncements (the IAASB as a whole was not formally 
consulted, however).  A response was received at the end of January 2006, following which 
the IES 8 Task Force held a conference call to discuss recommended changes arising from 
the IAASB Task Force’s commentary.   
 
Where the IES 8 Task Force recommends changes to IES 8, as a result of its discussions 
since Kuala Lumpur, these are highlighted below.  A number of issues also, in the Task 
Force’s opinion, require the input of the IAESB, and these are presented for discussion.   
 
Overview of substantial changes to IES 8 since Exposure Draft  
 
SECTION 1: GENERAL 

• Definition of “audit professional”; 
• Replacement of “auditor” with “engagement partner”. 

 
SECTION 2: COMPETENCE REQUIREMENTS FOR AUDIT PROFESSIONALS 

• Requirement for audit professionals to hold an undergraduate degree; 
• Definition of “advanced level” knowledge (particularly in relation to advanced level 

audit and financial reporting knowledge); 
• Knowledge content for audit and financial reporting subject areas; 
• IT knowledge requirement; 
• Professional skills; 
• Practical experience requirements. 
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SECTION 3: THE ENGAGEMENT PARTNER 

• Competence requirements for the engagement partner. 
 

SECTION 4: COMPETENCE REQUIRED FOR AUDIT PROFESSIONALS IN 
SPECIFIC ENVIRONMENTS AND INDUSTRIES 

• Definition of transnational audit; 
• Requirements for transnational audit professionals; 
• Removal of the requirement for assessment of transnational audit professionals. 

 
Each area listed above is dealt with in turn below.  In addition, commentators on the 
Exposure Draft, as well as the IES 8 Task Force and IAASB Task Force, raised a number of 
issues related to: 
 

• Consistency with IAASB standards, definitions and terminology; 
• Clarification that the standard applies to IFAC member bodies, not to individuals. 

 
These issues have, it is believed, been dealt with in the draft IES 8 presented to the IAESB 
for approval. 
 
SECTION 1: GENERAL 
 
Definition of “audit professional” 
 
The definition of the “audit professional” was revised on the basis of comments received on 
the Exposure Draft, mainly relating to the need to ensure consistency and avoid conflict 
with IAASB standards.   At its meeting in Kuala Lumpur, the IAESB agreed with a revised 
definition of “audit professional” that would reflect the two key elements which distinguish 
the audit professional from others in the audit team, namely, the capability to apply 
professional judgement in an audit of historical financial information, and the delegated 
responsibility given to the audit professional by the engagement partner.  This eliminated 
the need for the term “substantial involvement”.   
 
Since Kuala Lumpur, the IES 8 Task Force has refined the definition of “audit 
professional” still further, in response to its own concerns as well as those of the IAASB 
Task Force.  In particular, a reference to “significant responsibility” being delegated by the 
engagement partner has been removed in response to criticism that this is not the case.  The  
proposed definition of “audit professional” therefore focuses on “judgment” rather than 
“responsibility”, therefore.  It now reads: 

Audit professional is a professional accountant who has the capability and 
competence, and has been delegated responsibility, for making significant 
judgments in an audit of historical financial information.  Audit professionals 
include engagement partners, and other professional accountants working under the 
supervision of the engagement partner who have been delegated responsibility for 
significant judgments by the engagement partner.  The engagement partner retains 
overall responsibility for the audit. 
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Explanation: This definition does not apply to experts who undertake specific tasks 
within an audit (e.g., taxation, information technology or valuation experts).  

 

 
Replacement of “Auditor” with “Engagement Partner” 
 
In addition, at its meeting in Kuala Lumpur, the IAESB agreed with an IES 8 Task Force 
recommendation to replace the term “auditor” (as used in the Exposure Draft) with 
“engagement partner”, to reflect the role and responsibility of the individual rather than the 
broader responsibilities of the firm.   
 
Other Changes to Section 1 
 
NEW EXPLANATORY PARAGRAPHS 
Two additional paragraphs have been drafted and included in the introductory section to 
provide further explanation as to what the standard seeks to do (and what it doesn’t seek to 
do) and how it fits with the ISAs, ISQCs, Code of Ethics and other pronouncements which 
apply to audit professionals.  This is partly in response to comments received related to the 
role of specialists, who are not professional accountants, and the auditor’s responsibilities 
relating to advice received from, and judgments made by, such individuals. 
 
SCOPE OF THE STANDARD 
The proposed standard now applies to audit professionals and engagement partners taking 
on significant responsibility in the audit of historical financial statements.  This change 
from the Exposure Draft, which applied to auditors and audit professionals with substantial 
involvement in a financial statement audit, was made to ensure consistency with IAASB 
pronouncements. 
 
CAPABILITIES AND COMPETENCE 
While no comments were received on a possible confusion between “capabilities” and 
“competence” during the exposure period, the IAASB Task Force raised the issue of a 
potential inconsistency, and lack of understanding, regarding the use of the terms.  The 
draft standard therefore repeats the definitions of each of these terms as defined in the 
Framework for International Education Standards. 
 
EFFECTIVE DATE 
The effective date remains unchanged from the Exposure Draft (1st January 2008), but it is 
now made clear that the standard only applies to audit professionals only applies to audit 
professionals assuming this role for the first time on or after January 1, 2008. 
 
 
 

For IAESB Discussion 
Is the IAESB satisfied with the revised definition of “audit professional”, with its focus 
on the delegation of significant judgments rather than responsibility?
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SECTION 2: COMPETENCE REQUIREMENTS FOR AUDIT PROFESSIONALS 
 
Requirement for audit professionals to hold an undergraduate degree 
 
As highlighted in Agenda Paper 3-4, a significant proportion of commentators (16 of 36) 
disagreed with the requirement that audit professionals hold an undergraduate degree.   
 
At its meeting in Kuala Lumpur, the IAESB noted the extent of comments received 
disagreeing with this proposal.  It agreed with an IES 8 Task Force recommendation that 
provision for a measure of equivalency to the undergraduate degree be included in the 
standard instead.  The burden of proof would be placed on the member body to demonstrate 
that the skills required by audit professionals have been developed to the required level.   
 
Also in this section: in order to make clear that the standard applies to member bodies 
rather than individuals, the phrase “member bodies should require” has been added to 
Paragraph 35 (formerly Para 36) so that this now reads: 
 
 Before taking on the role of an audit professional in an audit of historical 

financial information, member bodies should require individuals to:  

(a) qualify as a professional accountant; 

(b) hold an undergraduate degree, or its equivalent; and 

(c) satisfy all other requirements prescribed in this section. 
 

 
“Advanced level” knowledge 
 
A substantial number of commentators on the Exposure Draft (13) felt that references to 
advanced level knowledge throughout the proposed standard appeared ambiguous, and 
required further clarification and elaboration.  Some also proposed specific 
additions/deletions from the proposed advanced level knowledge content.  There were 
particular concerns relating to IT knowledge at an advanced level (see below).  References 
to deeper and broader knowledge also raised questions.  Was “advanced level knowledge” 
intended to mean a depth of understanding in areas which were familiar to other 
accountants, or knowledge and skills which were distinct to that required by other 
accountants, or some combination of both?   
 
At its Kuala Lumpur meeting, the IAESB considered and agreed with an IES 8 Task Force 
recommendation to develop a definition of advanced level knowledge based on the concept 
that the advanced level knowledge is broader and deeper than that expected of individuals 
qualifying as professional accountants in IES 2.   
 
In January 2006, feedback from the IAASB Task Force suggested that the black letter 
requirement in paragraph 43(b) for the knowledge content of the audit of historical financial 
information subject area to include ISAs and IAPs could be interpreted to imply that a full 
and detailed knowledge of each individual ISA and IAP was required for every audit 

Task Force Recommendation 
The Task Force recommends that the clarification proposed in paragraph 35 be adopted. 
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professional.  A similar interpretation could be placed on the “advanced level” of 
knowledge required in the financial reporting subject area.  This was not the IAESB’s 
intention.   
 
The IES 8 Task Force believes, however, that “advanced level” knowledge is adequately 
defined in paragraph 39 as being a “level of knowledge that is deeper and broader than what 
is prescribed for individuals qualifying as professional accountants in IES 2.”  IES 2 does 
not require pre-qualification programs for professional accountants to include the study of 
all ISAs and IAPs.  Paragraph 41 states that it is for member bodies to determine the 
appropriate levels of depth and breadth of knowledge.  
 

 
Knowledge content for audit and financial reporting subject areas 
 
The IES 8 Task Force discussed whether it was intended that audit professionals should 
have the option to study international standards or local standards in the context of the 
“and/or” statements in paragraph 43(b), and 45 (b).  It is felt that this reflects what happens 
in practice, especially in those jurisdictions which do not adopt international standards, 
and/or may have additional regulatory and other requirements which regulate auditing and 
financial reporting practice.  The same paragraphs call for study of “best practices” and 
“current issues” in audit and financial reporting, however, which the Task Force believes 
encourages the coverage of ISAs and IFRS.   
 

 
At its meeting in Kuala Lumpur, the IAESB debated whether to remove the list of topics to 
be covered in the audit of historical financial information subject area (former paragraph 
49).  It was agreed at that time that as there was not much comment disagreeing with this 
paragraph, it should remain in the standard, and that a specific reference to fraud would be 
added in response to comments.   
 
The list of topics was originally included to provide clarification for member bodies when 
determining content coverage of key topics in the audit of historical financial information 
subject area that they might wish to include at an advanced level.   It was felt this would be 
helpful guidance for member bodies in designing education programs.   
 
Subsequently, concern has been expressed by both the IES 8 and the IAASB Task Forces 
that the listing of selected topics in this manner conflicts with IAASB pronouncements.   
An alternative version of the list of topics was produced, trying to relate this more clearly to 
the ISAs, but this was felt to be unhelpful.  In addition, it is believed that “advanced level” 
knowledge was adequately defined (see above), and that the addition of this level of 
guidance was perhaps more suited to a future IEG than to a standard. 
 
 

Task Force Recommendation 
The IES 8 Task Force therefore recommends that no further change is needed to clarify 
the definition of “advanced level” knowledge. 

Task Force Recommendation 
The IES 8 Task Force recommends that no further changes are needed to paragraphs 43 
and 45. 
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IT knowledge requirement 
 
As highlighted in Agenda Paper 3-4, the Exposure Draft inferred that audit professionals 
required an advanced level of IT knowledge. It was not intended, however, that the level of 
IT knowledge required would be additional to that required by IES 2 and IEG 11.  In 
addition, commentators disagreed with the suggestion in the exposure draft that all audit 
professionals would require knowledge of CAATs.   
 
The IAESB agreed, at its meeting in Kuala Lumpur, to remove references to CAATs, and 
also to remove the reference to advanced level IT knowledge.  This has been clarified by 
redrafting paragraph 35, which now reads: 
  
 The knowledge content within the education and development program for 

audit professionals should include the following subject areas: 

(a) audit of historical financial information at an advanced level (refer to 
paragraph 43);  

(b) financial accounting and reporting at an advanced level (refer to 
paragraph 45); and 

(c) information technology (refer to paragraph 47). 
 
The IAESB also agreed to add reference to IEG 11, and in particular to the assurance 
provider role proposed in the revised IEG 11.  This is covered in paragraph 48. 
 

 
 
Professional skills 
 
At its Kuala Lumpur meeting, the IAESB considered suggestions for additional 
professional skills to be included in the standard.  As highlighted in Agenda Paper 3-4, an 
additional skills area was added to paragraph 49 (“ability to evaluate applications of 
relevant financial reporting standards”) as a result of comments received during the 
exposure period.  
 
It was also agreed that the requirement contained in the Exposure Draft “to develop the 
ability to treat confidential information appropriately” was removed as it was considered 
this was already covered by the “Professional Values, Ethics and Attitudes” section.  
 
 
 

Task Force Recommendation 
The IES 8 Task Force recommends paragraph 35 (above), which removes the reference 
to advanced level IT knowledge.    

Task Force Recommendation 
The IES 8 Task Force recommends that the list of topics to be covered in the audit of 
historical financial information subject area be deleted. 
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Practical experience requirements 
 
A number of commentators recommended that parameters be prescribed in relation to the 
practical experience component, including the suggestion that a minimum period of 
practical audit experience be prescribed.   At its meeting in Kuala Lumpur, the IAESB 
discussed and agreed a Task Force recommendation to include within the bold letter 
paragraph a requirement for a substantial proportion of the period of practical experience to 
be in the area of financial statement audit work, while retaining the explanation of the 
quantum of practical experience (three years, of which two should normally be spent in the 
area of audit of historical financial information) in the gray letter paragraphs.   This change 
was strongly supported by advice received from the CAG.    
 
Where a member body does not require a period of three years, of which at least two years 
should normally be in the area of audit of historical financial information, the notion of 
demonstrating equivalency is introduced.   
 
Other Changes to Section 2 
 
HEADING FOR SECTION 2 
The title of section 2 has been changed to “Competence Requirements for Audit 
Professionals” rather than “Qualification Requirements for Audit Professionals”.   
 
PROFESSIONAL VALUES, ETHICS AND ATTITUDES 
Specific reference to independence from assurance clients has been added to this section 
(paragraph 60), in response to a Task Force recommendation.  It has also been ensured that 
this section (and the whole standard) makes appropriate reference to the IFAC Code of 
Ethics. 
 
SECTION 3 - The Engagement Partner 
 
Competence requirements for the engagement partner. 
 
A substantial number of concerns were expressed in relation to the list of capabilities and 
competences required for auditors (now “engagement partners” and the potential lack of 
consistency with ISAs.  There were also suggestions for additions to and deletions from the 
list.   At its Kuala Lumpur meeting, the IAESB supported a Task Force recommendation 
that list remain in the standard for contextual purposes.  It also agreed to delete various 
references to the commercial aspects of the engagement partner’s role. 
 
Subsequently, the IAASB Task Force expressed strong concern about the inclusion of the 
list in IES 8, on the grounds of inconsistency with IAASB pronouncements.  An alternate 
version has been developed (as paragraph 82), which focuses on engagement partners’ 
leadership, managerial and communicative competences.   This reads: 
 

As audit professionals progress into positions such as engagement partners, they 
will need to develop capabilities and demonstrate competences at a broader and 
deeper level than earlier required.  In addition to the capabilities and competence 
required of audit professionals, engagement partners will require competence in the 
following areas: 
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a. Leadership responsibility for the quality on audits  
b. Form conclusions on compliance with applicable independence requirements  
c. Acceptance and continuance of client relationships and specific audit 

engagements  
d. Assignment of engagement teams, ensuring the collective capabilities and 

competence to perform the engagement and issue an audit report  
e. Direction, supervision and performance of the audit engagement in 

compliance with professional standards and regulatory and legal 
requirements  

f. Consultation, review and discussion of work performed  
g. Development of the audit report that is appropriate and supported by 

sufficient appropriate audit evidence.  
 
It is believed that this list of leadership, managerial and communicative competences 
encompasses those managerial competences included in former paragraph 85, and that this 
may therefore be deleted.  
 
In addition to the above, the concept that the engagement partner would have a 
“comprehensive ability” in the areas specified above has been replaced by “the need to 
develop capabilities and demonstrate competences at a broader and deeper level”.  This 
maintains consistency with the rest of the standard, and prevents the IAESB having to 
define a new term: “comprehensive ability”. 

 
Other Changes to Section 3 
 
This section is now titled “The Engagement Partner” rather than “The Auditor”.   
 
NEW INTRODUCTORY PARAGRAPHS 
Designed to make it clearer to users of the standard to whom this section applies, and why it 
is necessary. 
 
SECTION 4: Competence required for audit professionals in specific environments 
and industries 
 
Definition of transnational audit 
 
The Task Force recommends that the definition of transnational audit be moved from a 
footnote into the body of the standard, for clarity, as Paragraph 87: 

Transnational audits are, or may be, relied upon outside the entity’s home 
jurisdiction for purposes of significant lending, investment or regulatory decisions; 
this will include all companies with listed equity or debt and other public interest 
entities which attract particular public attention because of their size, products or 
services provided. 

Task Force Recommendation 
The Task Force recommends that the alternative version of paragraph 82 be included in 
IES 8, and that the former paragraph listing engagement partners’ managerial 
competences) be deleted.   
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This definition is taken directly from TAC Practice Alert 1 (which is now footnoted).  
Concern has been raised, however, that this definition does not fully explain terms such as 
“home jurisdiction” and “public interest entity”, which could cause confusion.  It is not 
considered to be within the remit of the IAESB to further define or explain such terms, 
however. 
 

 
Requirements for transnational audit professionals 
 
At its meeting in Kuala Lumpur, the IAESB was advised of discussions with the 
Transnational Auditors Committee, regarding section four of the proposed standard, and 
views that the bold letter paragraphs (85 and 86) of this section may not be necessary. The 
Task Force recommended, and the IAESB agreed, that as no comments suggesting these 
paragraphs be removed were received during the exposure process, they should remain as 
bold lettering. 
 
IES 8 and IAASB Task Force members subsequently expressed concern that the 
requirements relating to transnational audit professionals seemed to apply equally to audit 
professionals involved in engagements in a single jurisdiction, and that therefore this 
section did not seem to add anything to the standard.  The Task Force believes, however, 
that it is useful to prescribe requirements for transnational audit professionals, and that 
these do differ, to some extent, from requirements for audit professionals.  The Task Force 
therefore recommends additional wording for paragraph 86, to clarify this.  Paragraph 86 
now reads: 

The knowledge content of the education and development program for audit 
professionals involved in transnational audits should cover the following 
subject areas, applicable for the jurisdictions in which the transnational audit 
is conducted: 

(a) applicable financial reporting and auditing standards; 

(b) controlling of multi-location and group audits; 

(c) applicable listing requirements; 

(d) applicable corporate governance requirements; 

(e) national regulatory frameworks; and 

(f) the global and local economies and business environments. 
 

Task Force Recommendation 
The Task Force recommends that the definition of transnational audit be moved into the 
body of the standard, and that no further explanation of transnational audit is required.
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Assessment of transnational audit professionals 
 
At its meeting in Kuala Lumpur, the IAESB agreed with a Task Force recommendation that 
former bold lettered paragraphs 93 and 94 (relating to assessment) be deleted, as assessment 
is adequately addressed in earlier parts of the standard.  Maintaining the requirement for 
assessment would have meant dual assessment for transnational audit professionals, which 
was not the intention. 
 
 
 
 
 
 

For IAESB Discussion 
Does the IAESB agree with the addition of extra wording clarifying the knowledge 
content required for transnational audit professionals? 
Does the IAESB believe that paragraphs 85 and 86 should remain in bold lettering, or 
should they be presented in gray lettering instead?  What would be the implications of 
gray lettering this paragraph? 


