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TO:  COUNCIL 

FROM: RICHARD GEORGE 
CHAIR, INTERNATIONAL ETHICS STANDARDS BOARD FOR 
ACCOUNTANTS 

SUBJECT: ANNUAL REPORT FROM THE INTERNATIONAL ETHICS 
STANDARDS BOARD FOR ACCOUNTANTS  

 

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

Accountants (IESBA) from October 2007 to date. 

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

• October 24-26, 2007 – Toronto, Canada 

• January 21-23, 2008 – Amsterdam, Netherlands 

• April 15-16, 2008 – New York, United States 

• June 24-26, 2008 – Brussels, Belgium 

The IESBA will meet once more in 2008 on December 10-12 (London, United 
Kingdom). 

Section 3 Significant Project Status/Updates 
Independence 
3.1 At its January 2008 meeting, the IESBA approved “pre-clarified” revisions to the 

independence requirements contained in the Code. 

3.2 The more significant changes include: 

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

• Defining public interest entities as (i) listed entities, and (ii) any entity (a) defined by 
regulation or legislation as a public interest entity or (b) for which the audit is 
required by regulation or legislation to be conducted in compliance with the same 
independence requirements that apply to the audit of listed entities; 

• Expanding the partner rotation requirements on audits of entities of public interest to 
all key audit partners (the engagement partner, the individual responsible for the 
engagement quality control review and other audit partners, if any, on the engagement 
team who make key decisions or judgments on significant matters with respect to the 
audit of the financial statements on which the firm will express an opinion); 

• 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 
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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; 

• Establishing a mandatory “cooling-off” period before a key audit partner joins a 
former audit client that is an entity of public interest, or the individual who 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; 

• 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 At its April 2008 meeting, the IESBA approved the “pre-clarified” changes to the Code 
resulting from the second independence exposure draft and approved a re-exposure draft 
addressing two specific matters. These matters are: 

• A proposal to prohibit firms from providing certain types of internal audit services to 
audit clients that are public interest entities; and 

• Requiring a pre- or post-issuance review each year when the total fees from an audit 
client that is a public interest entity exceed 15% of the total fees of the firm for more 
than two consecutive years. 

The comment period ended on August 31, 2008. 

Drafting Conventions  

3.4 At its June 2008 meeting, the IESBA approved an exposure draft proposing changes to 
improve the drafting conventions used in the Code with the objective of enhancing the 
clarity and understandability of the provisions in the Code. The proposed changes make 
clear the specific requirements that are contained in the Code and refine the application of 
the Code’s conceptual framework approach. 

3.5 The exposure draft period ends on October 15, 2008.  

3.6 The IESBA plans to issue a revised Code in mid 2009 reflecting the changes the drafting 
conventions project as well as the independence matters discussed above. Subject to 
comments received on exposure, the effective date of the Code will be December 15, 
2010, with earlier adoption encouraged. 

Convergence 

3.7 The objective of the IESBA includes the facilitation of the convergence of international 
and national ethical standards. While there has been much progress in convergence of 
accounting and auditing standards, convergence of international and national ethical 
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standards is less advanced. The IESBA is, therefore, developing a program and course of 
action to promote recognition of the revised Code and facilitate convergence. This will 
include consultation with interested parties, including regulators and national standard 
setters. 

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

Section 5 International Relations & Communications 
5.1 The PIOB has expressed satisfaction that IESBA has met due process in all matters it has 

reviewed to date. 

5.2 In October 2008, the IESBA Chair participated in a panel discussion at the IFAC SMP 
forum. 

5.3 In May 2008, the IESBA Chair participated in the IFAC BRIC Forum. The session was 
aimed at fostering collaboration with Brazil, Russia, India and China to facilitate 
convergence to the standards issued by IFAC’s independent standard-setting boards such 
as the IESBA 

5.4 In June 2008, representatives of the IESBA met with the IOSCO Standing Committee No 
1. The discussion focused on the proposed changes to the Code resulting from the 
Drafting Conventions project. 

5.5 The IESBA Consultative Advisory Group (CAG) has met three times since my last 
report. It has met in December 2007, March 2008 and September 2008. The discussions 
focused on the proposed changes to the Code resulting from the changes to the 
independence revisions in the Code and the drafting conventions project. The CAG will 
meet once more in 2008 in November and will discuss comments received on the drafting 
conventions exposure draft and the independence re-exposure draft. 

Section 6 Operations & Other Matters 
6.1 The IESBA has been provided with additional staff resources with a second technical 

managers serving on a 50% basis.  

Triennial Review of the Effectiveness of the PIAC’s processes and Terms of Reference 

6.2 The IESBA CAG discussed proposed changes to the PIAC’s Terms of Reference and 
Due Process and Working Procedures documents, as set forth by the Review Group 
established by IFAC. IESBA members are being consulted. Members and representatives 
were broadly supportive of the proposals of the review group; their comments have been 
forwarded to the Review Group in finalizing the documents to be presented to IFAC. 

 


