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TO:  IFAC BOARD 

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

SUBJECT: IESBA REPORT  
 

Section 1 Report Overview 
1.1 This report summarizes the activities of the IESBA since my last report to the Board in 

September 2008. 

Section 2 Meeting Updates 
2.1 The IESBA has met on the following date and at the following location: 

• December 10-11, 2008 – London, United Kingdom; 

2.2 For 2009, the following IESBA meetings have been scheduled: 

• February 23-25, 2009 – San Francisco, United States (USA); 

• April 27-29, 2009 – New York, USA; 

• June 22-24, 2009 – Europe (tentative); and 

• October 19-21, 2009 – Tokyo, Japan 

Section 3 Significant Project Status/Updates 
Drafting Conventions  

3.1 The IESBA issued an exposure draft containing proposed changes to improve the clarity 
of the provisions in the Code of Ethics for Professional Accountants (the Code) on July 
15, 2008. The comment period ended on October 15, 2008.  

3.2 At its December 10-11, 2008 meeting, the IESBA considered comments from 
respondents that addressed the following matters:  

• Identifying requirements in the Code by use of the word “shall;” 

• Retaining the present structure of the Code instead of separately presenting the 
objective to be achieved, the requirements designed to achieve that objective, and 
the application guidance – the form taken by the ISAs as a result of the IAASB 
Clarity project;  

• Including guidance (proposed paragraph 100.11) under which in exceptional and 
unforeseen circumstances that are outside the control of the professional accountant, 
the firm or employing organization, and the client, the professional accountant may 
judge it necessary to depart temporarily from a specific requirement; such departure 
only permissible when all of the following conditions have been met: 
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○ The professional accountant discusses the matter with those charged with 
governance. The discussion shall include the nature of the exceptional and 
unforeseen circumstance, the fact that the circumstance is outside the control 
of the relevant parties, why in the professional accountant’s judgment it is 
necessary to depart temporarily from a specific requirement in the Code, and 
any safeguards that will be applied; 

○ The professional accountant documents the matters discussed with those 
charged with governance; 

○ The nature of the departure and the reasons for the departure are appropriately 
disclosed to the users of the output of the professional services; and 

○ The professional accountant complies with the requirements of the Code at the 
earliest date that compliance can be achieved; and  

○ Eliminating references to “clearly insignificant” in favor of “acceptable level” 
and providing guidance on the meaning of the term “acceptable level.” 

3.3 The IESBA will continue its deliberation of the above matters and consider respondents’ 
comments on other remaining matters in the exposure draft at its meeting in February 
2009. 

Independence II 

3.4 The IESBA issued a re-exposure draft, which proposed revisions to the requirements 
relating to internal audit services and the relative size of fees from a public interest entity 
(PIE) audit client, on May 30, 2008. The comment period closed on August 31, 2008.  

3.5 The IESBA considered comments from respondents at its December 10-12, 2008 meeting 
and approved revisions to the Code that addressed the following matters: 

• In the case of audit clients that are PIEs, firms are prohibited from providing 
internal audit services that relate to: 

(a) A significant part of the internal controls over financial reporting; or 

(b) Financial accounting systems that generate information that is, separately or 
in the aggregate, significant to the client’s accounting records or financial 
statements on which the firm will express an opinion; or 

(c) Amounts or disclosures that are, separately or in the aggregate, material to the 
financial statements on which the firm will express an opinion. 

• When, for two consecutive years, the total fees from an audit client that is a PIE and 
its related entities represent more than 15% of the total fees received by the firm 
expressing the opinion on the client’s financial statements, the self-interest threat 
created would be too significant, unless disclosure was made to those charged with 
governance of the client and one of the following safeguards applied to reduce the 
threat to an acceptable level:  

○ Prior to the issuance of the second year’s audit opinion, a professional 
accountant, who is not a member of the firm expressing the opinion on the 
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financial statements of the client, performs an engagement quality control 
review or a professional regulatory body performs an equivalent review (“a 
pre-issuance review”); or  

○ After the issuance of the second year’s audit opinion and before the issuance 
of the audit opinion in the third year, a professional accountant, who is not a 
member of the firm expressing the opinion on the financial statements of the 
client, or a professional regulatory body, performs a review that is equivalent 
to an engagement quality control review (“a post-issuance review”). 

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

Section 5 International Relations and Communications 
5.1 I participated in the Fédération des Experts Comptables Européens Conference held on 

December 9, 2008 in Brussels Belgium. The conference focused on key issues in audit 
regulation in the European Union.  

Section 6 Operations and Other Matters 
6.1 None of significance since last report. 

 


