
Agenda Item 4-4 
 IAESB Meeting – New York, United States, June 22-24, 2009

 

─ 

INTERNATIONAL FEDERATION 
OF ACCOUNTANTS 
545 Fifth Avenue, 14th Floor Tel: +1 (212) 286-9344 
New York, New York  10017 Fax: +1 (212) 856-9420 
Internet: http://www.ifac.org 

Agenda Item

4-4 

 

 

Committee: 

 

International Accounting Education Standards Board 

Meeting Location: New York, USA 

Meeting Date: June 22-24, 2009 

SUBJECT: Information Paper- Comments on IES 8 

Introduction 
1. During Quarter 2 of 2008 the IAESB received a request to clarify the 

implementation of IES 8 by the Steering Committee of the Consultative Committee 
of Accountancy Bodies on Audit Conduct and Training from the UK member 
bodies. The request was targeted at the understanding of the term, significant 
judgment, which is used in the definition of an audit professional. This term is 
important because the Standard only applies to qualified professional accountants 
who are exercising significant judgments on an audit of historical financial 
information.   

 
Key Areas Where SWG Requested Clarification 
2. The IAESB has also received a request from and the Standards Working Group 

(SWG) which includes representatives from the Big 6 public accounting firms of 
IFAC’s Forum of Firms to clarify the following:  
• Define what is meant by "significant judgment" - this is the key area of diverse 

interpretation and is used to define an audit professional (paragraph 9 of IES8).  
- A view has been expressed that the IAESB intended “audit professional” to 

refer to only the most senior members of the engagement team, e.g., the 
audit partner and manager.   

- However this view is difficult to garner from a clean read of the standard.   
- Note that paragraph 27 of IES8 seems to contradict this view in suggesting 

that “audit professionals will need further development to progress, through 
supervisory and managerial roles, to acting as the engagement partner”. 
  

• Reconsider the definition of "audit professional" to take into consideration 
countries, such as France, where it is not the norm for other than audit partners 
to be members of the IFAC member body 
- The current definition requires the audit professional to be a member of an 

IFAC member body and to satisfy the requirements of IES8 before taking on 
the role of audit professional (paragraph 29 of IES8). 
  

• Re-evaluate the overlap of IES8 with ISA 220, ISQC1 and the IFAC code of 
ethics 

Prepared by: David McPeak (June 2009)   Page 1 of 3 
 
 



Agenda Item 4-4 
 IAESB Meeting – New York, United States, June 22-24, 2009

 

Prepared by: David McPeak (June 2009)   Page 2 of 3 
 
 

- all these pronouncements currently include paragraphs on the competence of 
auditors and engagement teams.  

- Note there is a general consensus that in its current form, IES8 goes beyond 
the requirements of ISA220 since it focuses on an individual rather than the 
collective engagement team. 

- In addition, while the other pronouncements tend to talk about the need for 
the professional accountant/auditor to be competent in the relevant area 
before accepting an engagement, IES8 goes beyond in attempting to define 
what that competence is for audit engagements. 

 
• Define what is meant by an "education and development program" 

- Paragraph 77 of IES8 includes an (almost) exhaustive list of areas which 
should be included in such a program for the transnational auditor.  

- It is not clear whether some or all of this can be covered through on-the-job 
learning and other informal learning or whether it is the IEASB’s intention 
that these topics should be addressed in more formal or structured learning. 

- Nor is it clear to what depth of knowledge these items should be covered. 
  

• Add further explanation of what is meant by "advanced level" 
- Related to the previous item, paragraphs 32a, 32b, 36, 38, and 42b all use the 

phrase “advanced level” and generally describe it as being deeper knowledge 
or higher skill than that required by IES1-6, the “pre-qualification” 
standards. However, this does not provide real practical implementation 
guidance to member bodies. 

  
• Add further guidance to explore how member bodies, including those whose 

members are essentially all being trained to become "audit professionals," 
should approach the implementation of IES8. 
- Such guidance would help to improve the consistency of interpretation of 

how much skill. knowledge and experience are required in order to become 
"audit professional" (so puts flesh on the bone for the key terms and 
concepts). 

- Guidance on how the shared responsibility between IFAC member bodies, 
audit organizations, regulatory authorities and other third parties, as 
described in paragraph 5 of IES8, should be worked in practice. 

 
• Address the circularity in guidance with respect to transnational audits and 

specialised industries 
- The guidance in paragraph 81 of IES8 reads “ audit professionals need 

practical audit experience in a specific environment or industry before 
assuming responsibility for making judgments in an audit of historical 
financial information in that environment or industry…” 

- Until there is further clarity on the level of seniority that the audit 
professional is expected to have it is difficult to see how this guidance can be 
implemented practically since one must gain the relevant experience 
somehow. 

- In addition, there are other ways of safeguarding an audit professional 
working in a new environment or industry and that is to consider the 
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collective competence and experience of the entire audit engagement team, 
including any specialists and advisors. 
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