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 Technical Manager 
 
SUBJECT: COMPETENCE REQUIREMENTS FOR AUDIT PROFESSIONALS - 

CONSIDERATION OF ED COMMENTS 
________________________________________________________________________ 
 
1. PURPOSE OF THIS MEMO 
 
This memo provides an overview of the comments received in response to the exposure 
draft of the proposed International Education Standard for Professional Accountants, 
Competence Requirements for Audit Professionals.  It also highlights initial 
recommendations from the Task Force to be considered by the Education Committee. 
 
2. OVERVIEW OF COMMENTS 
 
The proposed standard was exposed for a total of four months (including the further one 
month extension agreed during the Education Committee meeting in Dusseldorf).  A total 
of 36 submissions were received, and a breakdown of comments by sector and area of 
interest is provided below (note some responses are assigned to more than one area – for 
example academics in developing nations have been categorised as both).  Most 
respondents were generally supportive of the committee’s move to develop the proposed 
standard, and comments were largely in response to particular drafting points. 
 
Sector/area of interest Number of Comments 
IFAC member bodies/regional groups 19 
Firms 4 
Academics/academic groups 4 
Regulators 2 
Small and medium practitioners 3 
Developing nations 6 
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2.1 SIGNIFICANT ISSUES RAISED 
The submissions raised a number of issues and concerns with the requirements proposed, 
which are discussed in more detail later in this memo.  The most significant issues raised 
relate to: 

• Definition of the audit professional – associated practicalities regarding the way 
audits are staffed, conducted and managed 

• Requirement for audit professionals to hold an undergraduate degree 
• IT knowledge requirement 
• Lack of parameters prescribed in relation to practical experience 
• Implementation of various aspects of the proposed standard, including how 

member bodies can effectively monitor adherence to some requirements, such as 
those relating to specialist industries 

• Potential to create a divided profession – professional accountants and audit 
professionals 

• Need for further clarification and guidance in relation to various aspects of the 
proposed standard 

• Grandfathering provisions for existing audit professionals 
 
 
2.2 BACKGROUND PAPERS  
This memo should be read in conjunction with agenda item 3.2, which provides a detailed 
analysis of the individual comments received, and the individual comment letters which 
are available on the IFAC website. 
 
The analysis document provides a summary of the detailed comments received, and is 
presented in the following order: 

• General comments of support  
• General comments of concern 
• Other comments (incl. responses to issues raised in the explanatory memo) 
• Specific comments by paragraph 
• Editorial comments 
• List of commentators 

 
 
3. SPECIFIC ISSUES FOR CONSIDERATION  
 
A discussion of the key issues raised by commentators is presented below, together with 
some initial recommendations by the Task Force.  For more detail regarding individual 
comments made in the submissions, please refer to the analysis of comments document 
and the individual comment letters.     
 
 
3.1 WHO IS THE STANDARD PRESCRIBING REQUIREMENTS FOR? 
Various commentators have raised issues with respect to the individuals to whom the 
proposed standard prescribes requirements for – the audit professional (as defined), or the 
engagement partner.  References and comparisons are made to the principles outlined in 
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ISA 220, Quality Control for Audit Work and ISQC 1, Quality Control for Firms That 
Perform Audits and Reviews of Historical Financial Information, and Other Assurance 
Related Services Engagements, and who holds responsibility for certain functions in the 
audit engagement.  Some commentators have raised a concern that the creation of a new 
classification of the “audit professional” in the IES may create a potential conflict in 
terms of who holds responsibility for certain functions as prescribed in the ISAs and 
ISQC 1.   
 
Concerns were also expressed in terms of which parties have an obligation to use their 
“best endeavours” to comply with the requirements of the standard – member bodies, 
firms or regulatory/licensing bodies. 
 
Task Force recommendation 
The Task Force recommends continuing to prescribe requirements for the audit 
professional.  Further clarification and explanation as to how the proposed International 
Education Standard fits with other ISAs and ISQC 1 is recommended to assist to provide 
context for the proposed standard, and to eliminate any potential confusion as to the 
responsibility of certain individuals in the audit process. 
 

Matters for Committee consideration 
• Is the Committee satisfied there is no risk of potential conflicts between the 

responsibilities prescribed in ISAs/ISQC 1 and the IES? 
• Should the proposed Standard be focused on prescribing requirements for the 

audit professional? 
 
 
3.2 DEFINITIONS 
3.2.1 Auditor 
The definition of “auditor” reflected the explanation of the term auditor included within 
the IAASB Glossary of Terms, but did not elaborate on the full IAASB explanation, 
which includes the reference to firms.  Commentators have recommended the definition 
should be identical to the full description used by the IAASB. 
 
Commentators have also raised the issue of a potential discrepancy between the 
‘engagement partner’ and a ‘responsible individual’ who holds a license (e.g., the Audit 
Director role in the UK).  Also, there is a need to consider a definition which 
appropriately recognises public sector auditors.   
 
Task Force recommendation 
The Task Force recommends the term “engagement partner” be used to replace the term 
“auditor” so as to reflect the role and responsibility of the individual rather than the 
broader responsibility of the firm.  The definition of engagement partner would reflect 
that used by the IAASB, “The partner or other person in the firm who is responsible for 
the audit engagement and its performance, and for the auditor’s report that is issued on 
behalf of the firm, and who, where required, has the appropriate authority for a 
professional, legal or regulatory body.” (ISA 220) 
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Matters for Committee consideration 
• Should the definition of “auditor” be revised? 
• Should the term “engagement partner” replace “auditor”? 

 
 
3.2.2 Audit Professional 
Various commentators have questioned the practical anomalies which arise from the 
definition and explanation of the role of the audit professional.  Concerns have been 
expressed that the definition does not appropriately reflect reality of the composition of 
audit teams and how audit judgment decisions are made.  Specific issues related to the 
use of staff not yet qualified as professional accountants who are required to lead and 
manage some audit engagements, especially smaller jobs and are making judgment 
decisions.  Concern was also expressed regarding the reference to specialists in the 
explanation, and it was suggested this reference be deleted from the definition. 
 
3.2.3 Substantial Involvement 
The definition and explanation of the term “substantial involvement” also caused concern 
for some commentators.  Similar issues to those relating to the definition of the audit 
professional were expressed, including the practicalities of the structure of audit teams 
and those who were required to exercise judgments not necessarily qualified as 
professional accountants.  The explanation of “significant audit judgment decisions” and 
the reference to “material judgments” generated comment, and a request for further 
clarification as to what is intended.  Commentators requested recognition should be given 
to the role of audit trainees in the engagement team. 
 
Task Force recommendation 
The Task Force noted various issues raised by commentators that may have arisen due to 
the separate definitions and explanations of the terms “audit professional” and 
“substantial involvement”.  The Task Force is of the opinion that potential confusion 
could be eliminated by developing a clearer definition of the audit professional, which 
would clearly articulate the two key elements which distinguishes an audit professional 
from other staff involved in the audit assignment.  Namely, (1) the capability to apply 
professional judgment in a financial statement audit assignment, and (2) the fact the 
individual has been delegated significant responsibility for the audit assignment by the 
engagement partner. 
 

 Matters for Committee consideration 
• Should the definition of “audit professional” be revised? 
• Should the definition of “substantial involvement” be deleted? 

 
  
3.3 CONSISTENCY WITH ISAS/ISQC 1 
There was a general concern for the need to be consistent with the principles and details 
of the ISAs and ISQC 1.  The IAASB staff provided detailed comments on the proposed 
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standard during the drafting process, and will be asked to review further drafts as the 
Task Force makes further changes following the exposure period. 
 
3.4 SCOPE OF THE STANDARD 
The exposure draft restricted the scope of the standard only to those involved in financial 
statement audit assignments.  Commentators have questioned whether the scope of the 
standard should be widened to include other assurance engagements which have key 
public interest implications, such as internal controls. 
 
Task Force recommendation 
The Task Force is of the opinion that the standard should remain focused on financial 
statement audit assignments.  
 

Matter for Committee consideration 
• Should the scope of the standard remain focused on financial statement audit 

assignments, or be extended to encompass other assurance engagements which 
have significant public interest implications? 

 
 
3.5 SPECIALISTS WHO ARE NOT PROFESSIONAL ACCOUNTANTS 
Various 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.   It has been suggested that aspects of the standard 
be redrafted to align with the principles of ISQC 1 that the auditor needs to take full 
responsibility for all judgments including those recommended by others (including audit 
professionals, specialists, and others). 
 
Task Force recommendation 
The Task Force recommends that paragraph 14 be deleted, and instead a direct reference 
be made to the relevant ISAs (including ISA 600, “Using the Work of another Auditor” 
and ISA 620, “Using the Work of an Expert”) regarding obligations for placing reliance 
on the work of others. 
 

Matter for Committee consideration 
• Does the standard appropriately recognize the role of specialists and the level of 

responsibility by the auditor for judgments from those who are not professional 
accountants or audit professionals? 

 
 
3.6 DEGREE REQUIREMENT 
The majority of commentators disagreed with the prescribed requirement for audit 
professionals to hold an undergraduate degree as stated.   Of the 36 comment letters 
received, 16 commentators disagreed with this proposal, 3 agreed, and 14 offered no 
specific comment or preference.   
 
Arguments for removing this requirement include: 



IFAC Education Committee Meeting                                                         Agenda Item 3.1 
October 2005 – Kuala Lumpur, Malaysia 

Prepared by: Claire Egan (October 2005)  Page 6 of 12 

• Goes beyond existing transnational regulatory requirements (EU 8th Directive) for 
auditors 

• Imposes an unnecessary barrier to entry to the audit arm of the profession 
• No specificity is provided in terms of the type and quality of undergraduate 

degree programs which would be accepted 
• Educational infrastructures in many parts of the world are weak and therefore the 

quality of undergraduate degree programs are variable 
• Skills and knowledge required by the standard can be developed and acquired in 

different but equivalent ways, including practical experience 
• Audit is a heavily practical discipline  
• Contradicts the philosophy of an output based approach as a superior measure of 

competence (degree requirement is an input measure) 
• There is no credible evidence that undergraduate degrees are the only way in 

which the required intellectual grounding can be gained 
• Access to university education is a privilege in many countries 
• Unnecessarily restricts the human resource strategies of audit firms and 

developing economies without specifically driving and improving audit quality 
• Other educational methods may offer a greater proportion of directly relevant 

learning 
• Ignores the recognition that many vocational qualifications are comparable to 

traditional academic qualifications 
• Contradicts the philosophy expressed in IES 1 and IES 3 that there are many 

different but equivalent ways of developing the required capabilities and the 
importance of allowing candidates from all educational backgrounds to achieving 
a comparable level of competence at the point of qualification 

 
Arguments in support of this requirement include: 
• a broad based education is essential for audit professionals 
• many jurisdictions have opted for a graduate degree as the minimum benchmark 

to develop the required skills and knowledge required 
• educational process of a degree course is an indispensable foundation for 

professional competence and CPD 
 
While many commentators disagreed with the requirement for an undergraduate 
degree, they agreed that the knowledge and skills required should be developed to a 
level which is equivalent to an undergraduate degree.  
 
Task Force recommendation 
The Task Force recommends the standard allows provision for a measure of 
equivalency to the undergraduate degree.  It is also recommended that paragraph 40 
be expanded to state that when a member body does not have an undergraduate 
degree requirement, it must demonstrate how the necessary skills are developed in a 
different way but achieving an equivalent outcome.  An acknowledgement should 
also be added regarding the variety in quality of degree programs. 
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Matter for Committee consideration 
• Does the Committee consider it appropriate for the standard to be amended to 

include provision for member bodies to demonstrate how skills would be 
developed in a substantially equivalent manner to an undergraduate degree? 

 
 

3.7 KNOWLEDGE CONTENT 
 
3.7.1 “Advanced level” knowledge 
The references to advanced level knowledge throughout the proposed standard appear to 
be ambiguous and require further clarification and elaboration.  References to deeper and 
broader knowledge have also raised comments.  Is advanced level knowledge intended to 
mean a depth of understanding in areas which are familiar to other accountants, or 
knowledge and skills which are distinct to that required by other accountants, or some 
combination of both? 
 
There were also concerns that the description of advanced level knowledge throughout 
the standard is unnecessarily repetitious, and it has been suggested that a definition of 
advanced level knowledge is developed. 
 
Task Force recommendation 
The Task Force recommends a single definition of “advanced level knowledge” be 
developed which refers to knowledge that is deeper and broader than that expected of 
individuals qualifying as professional accountants.   
 

Matter for Committee consideration 
• Is it appropriate to develop a definition of “advanced level knowledge”? 

 
 
3.7.2 Topic areas 
Various suggestions were made in relation to the individual topic areas prescribed.  In 
respect of the financial statement audit subject area, the following additions should be 
considered: 

• Fraud 
• Fair values 
• Understanding the entity and its environment 

 
A suggestion was also made the explicit reference to professional ethics and the public 
interest be specifically stated in paragraph 42. 
 
Task Force recommendation 
The Task Force recommends the additional areas regarding fraud be added to paragraph 
49, but the concept of fair values not be included or understanding the entity and its 
environment.  The Task Force also recommends the financial statement audit subject area 
includes advanced level knowledge of any applicable international, national and/or local 
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standards or laws (para 47(c)), and paragraph 48 include specific reference to 
International Standards on Quality Control. 
 

Matter for Committee consideration 
• Is the Committee happy to support the Task Force recommendation above? 

 
 
3.7.3 IT knowledge 
Many commentators expressed concern about the applicability and relevance of the IT 
knowledge component, as prescribed in paragraphs 42, 53 and 54, including the 
requirement for advanced knowledge of CAATs.  Several suggested such IT knowledge 
is not fundamental to an audit professional, and could be interpreted that audit 
professionals must become IT specialists.  One solution could be to replace the term 
“information technology” with “accounting information systems”. 
 
There is also a conflict between the requirements prescribed in paragraph 53 and those 
stated in paragraphs 42 and 54 relating to advanced level knowledge of IT.   
 
Task Force recommendation 
The Task Force recommends paragraph 53(c) be deleted (reference to CAATs), and that a 
comment be added to paragraph 54 regarding the evaluator role proposed in the revised 
IEG 11. 
 

Matter for Committee consideration 
• The Committee is asked to reconsider the IT knowledge requirements 

 
 
3.8 PROFESSIONAL SKILLS 
Various suggestions were made in relation to the professional skills prescribed.  The 
following additions should be considered: 

• Management and leadership skills 
• Independence 
• Business analysis 
• Evaluation of the application of IFRSs 
• Objectivity 

 
Some may be better prescribed for professional values, ethics and attitudes. 
 

Matter for Committee consideration 
• Are the suggested additional skills appropriate? 

 
 
3.9 PROFESSIONAL VALUES ETHICS AND ATTITUDES 
Several commentators interpreted the requirements as audit professionals needing to have 
a higher awareness and application of values ethics and attitudes than other professional 
accountants. 
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One commentator proposed that paragraph 64 be promoted to a bold letter paragraph. 
 
Task Force recommendation 
The Task Force proposes that specific reference be added to paragraph 59 relating to 
independence as a distinguishing factor for audit professionals. 
 
 
3.10 PRACTICAL EXPERIENCE 
3.10.1 Parameters 
Many commentators recommended that parameters be prescribed in relation to the 
practical experience component.  Currently, an indicative time parameter (3 years) is 
included as gray letter commentary at paragraph 69.  Reasons for including such a 
parameter include the benefits of achieving more consistent application throughout the 
world.  Parameters might also be considered in terms of competencies to be developed, to 
better align with the philosophy of output based approaches mentioned earlier in the 
standard. 
 
The reference to “substantial proportion” also raised issues regarding the likelihood of 
inconsistent interpretations, and practicalities of the availability of appropriate experience 
especially for those working in small firms and developing nations. 
 
3.10.2 Relevant practical experience and practical audit experience 
The proposed standard makes a distinction between “practical experience relevant to an 
audit professional”, and “practical audit experience”.   Comments included suggestions 
that a minimum period of practical audit experience should be prescribed.  Further 
clarification is also required regarding what type of experience, other than practical audit 
experience, might be considered to be ‘relevant’.  There was also confusion in relation to 
the wording of paragraph 70, with some suggestions that it be deleted. 
 
Task Force recommendation 
Paragraph 68 should be clarified to state that practical experience relevant to an audit 
professional may come during or after qualification as a professional accountant.  
Consideration should also be given to further stressing that practical experience gained 
for the purposes of meeting the requirements of IES 5 could meet the requirements of this 
standard. 
 
The Task Force also considers the requirements prescribed in paragraph 69 become black 
letter.  Consideration should also be given to specifying a specific quantum of financial 
statement audit experience rather than a “substantial proportion”. 
 

Matters for Committee consideration 
• The Committee is asked to consider the Task Force recommendation regarding 

paragraph 68. 
• Is it appropriate to specify the expected amount of relevant experience and the 

amount of financial statement audit experience as black letter paragraphs? 
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3.11 THE AUDITOR 
Several commentators suggested prescribing requirements in this section of the Standard 
might be appropriate (others suggested that the entire standard should be prescribed for 
the auditor, rather than the audit professional).   
 
Clarification may also be required around the use of the term “licensing”. 
 
Various concerns were expressed in relation to the list of capabilities and competences 
required for auditors (paras 86 and 87) and the potential lack of consistency with ISAs.  It 
has been suggested that the audit procedures and competencies be separated.  There were 
also concerns about the public interest implications of using certain terms (e.g., “client 
handling”, “retain and secure clients”).  Suggestions for additions included: 

• Consider the risk of fraud within the organization 
• Understanding client expectations (rather than “developing”) 
• Supervisory skills 

 
Task Force recommendation 
The Task Force recommends this section be retained in the standard for contextual 
purposes, however an explanation of the purpose of this section should be added. 
 
It is also recommended the various references to commercial aspects of the auditor’s role 
be deleted from the standard.     
 

Matters for Committee consideration 
• Should specific requirements be prescribed for the Auditor? 
• Should the list of capabilities and competences be revised? 

 
 
3.12 TRANSNATIONAL AUDITS 
The competence required of the transnational audit professional, the transnational auditor, 
and the national auditor is not specifically differentiated, nor the requirements or 
responsibilities of the head office engagement team and the subsidiary teams? 
 
Concern was expressed about how competence can be assessed for transnational audit 
professionals, and a suggestion that paragraph 93 (and para 94 as a conforming change) 
become grey letter text.   
 

Matters for Committee consideration 
• Should a distinction be made between the competences of the transnational audit 

professional, the auditor, and the national auditor? 
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3.13 SPECIALIST INDUSTRIES 
Issues regarding the practicalities of member bodies being able to make sure audit 
professionals involved in audits of specific industries are appropriately qualified have 
been raised.   Concerns have also been expressed that the proposals may unnecessarily 
restrict auditors and audit professionals moving among industries. 
 

Matters for Committee consideration 
• Consideration be given to amalgamating paragraphs 95 to 101 to a more concise 

discussion of the issues related to specific industries and other regulated entities. 
 
 
 
4. RESPONSES TO OTHER ISSUES RAISED IN THE REQUEST FOR COMMENTS 

 
4.1   EFFECTIVE DATE 
The exposure draft proposed an effective date of January 1, 2008.  The majority of those 
who commented on the effective date were supportive of this date.  Suggestions were 
made that the effective date be expedited due to public interest concerns for the audit 
profession. 
 
Many commentators questioned whether the standard would be expected to be applied to 
existing audit professionals and auditors.   
 
Task Force recommendation 
A statement be included to clarify the standard applies only to new individuals qualifying 
as audit professionals after the date the standard becomes effective. 
 
 
4.2 APPLICABILITY TO SMALL AND MEDIUM ENTERPRISES AND SMALL AND MEDIUM 

PRACTICES 
The majority of commentators agreed with the Committee’s position that the standard 
sets the minimum competence requirements for all audit professionals, irrespective of the 
size and nature of financial statement audits, offering no special considerations for SMEs 
and SMPs.  It was suggested that consideration might be given to proportionality of 
requirements, and the differential approaches to accounting and auditing that are 
beginning to emerge.   This could be addressed through the sections prescribing the 
knowledge requirements, specifically the applicable standards.  
 
 
4.3 DEVELOPING NATIONS ISSUES 
Similarly to the comments relating to applicability to SME/SMPs, commentators agreed 
that no special considerations for developing nations are required.  The practicalities of 
meeting some of the requirements pose issues for the profession in both developed and 
developing countries, although the availability and access to undergraduate education is 
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more problematic.  Requests for implementation guidance to support the application of 
the standard were raised. 
 
4.4 TRANSLATIONS 
Some issues were raised regarding particular words and phrases used which may provide 
problematic in translating the standard.  These will be addressed and considered in the 
redrafting process. 


