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This meeting summary of the International Ethics Standards Board for 
Accountants (IESBA) has been prepared for information purposes only. 
Except for approval of documents for public exposure and issuance of final 
pronouncements, decisions reported are tentative and reflect only the current 
status of discussions on projects, which might change after further 
deliberation by the IESBA.  
 
 
Conflicts of Interest 
The IESBA approved an exposure draft proposing changes to the Code to 
address conflicts of interest faced by professional accountants in public 
practice and professional accountants in business. The exposure draft: 

• Includes a description of circumstances that might create a conflict of 
interest; 

• Requires professional accountants to take into account whether or not 
a reasonable and informed third party, weighing all the specific facts 
and circumstances available to the accountant at that time, would be 
likely to conclude that compliance with the fundamental principles is 
compromised; and 

• Develops guidance on the nature of safeguards that may be available 
to managed conflicts of interest. 

 
The exposure draft also proposes certain conforming amendments to Sections 
320 Preparation and Reporting of Information and Section 340 Financial 
Interests.  
 
The exposure draft will be issued in November 2011, with a 90 days 
comment period, and the IESBA will consider comments at its June 2012 
meeting. 
 
Responding to Suspected Illegal Act 
The IESBA considered an exposure drafting addressing ethical guidance for 
professional accountants in public practice and business when encountering a 
suspected illegal act. The IESBA discussed the following matters: 

• A sequential approach for the accountant to follow in dealing with a 
suspected illegal act by first discussing the matter with management 
of the client or employing organization, escalating through higher 
levels of management if the response is not appropriate and then to 
those charged with governance if the response is still not appropriate; 
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• Whether there should be a right or a responsibility to disclose a 
suspected illegal act to an appropriate authority if the response of the 
client or employing organization is not appropriate; and 

• If such disclosure is required or permitted, the types of illegal acts 
that should be so disclosed. 

 
The IESBA did not approve the exposure draft as presented. The IESBA will 
consider a revised exposure draft at its February 2012 meeting. The 
document will be based a robust right to disclose to an appropriate authority 
and will include an explanatory memorandum describing the arguments in 
favor of a right to disclose and the arguments in favor of a responsibility to 
disclose. 
 
Breach of Requirement of the Code 
The IESBA approved an exposure draft to change various paragraphs in the 
Code that address a breach of a requirement of the Code. The exposure draft: 

• Addresses a breach of any requirement of the Code; 
• Discontinues the use of the term “inadvertent” – a breach of the Code, 

regardless of how it arose requires an evaluation of the impact of the 
breach and determination of whether, in the case of a breach of an 
independence requirement, resignation is necessary or action can be 
taken to satisfactorily address the consequences of the breach; 

• When a breach of an independence provision is identified requires a 
firm to: 

o Terminate, suspend or eliminate the interest or relationship 
that caused the breach; 

o Comply with any applicable legal or regulatory requirements 
with respect to the breach; 

o Evaluate the significance of the breach and its impact on the 
firm’s objectivity and determine whether action can be taken 
to satisfactorily address the consequences of the breach; 

o Communicate with those charged with governance and obtain 
their agreement with the proposed course of action; and 

o Document the action taken and all the matters discussed with 
those charged with governance and, if applicable, any relevant 
regulators 

 
Comments on the Exposure Draft are request by January 23, 2012. The 
IESBA will consider the comments received at its February 20-22, 2012 
meeting. 
  
SME/SMP Working Group 
The IESBA received the final report from the IESBA SME/SMP Working 
Group. The IESBA established the Working Group’s to determine what 
unique and challenging issues SMEs and SMPs face in complying with the 
Code, particularly with respect to SMPs serving SMEs. The Working 
Group’s recommendations covered the following matters: 



 

• Knowledge and understanding of the Code; 
• Application of safeguards in an SMP/SME environment including 

appropriate safeguards available to sole practitioners and smaller 
SMPs; 

• Suggestions regarding future expansion of the Code; and 
• Ongoing consideration of SMEs and SMPs in the standard setting 

process.  
 
The IESBA will consider the recommendations of the Working Group at its 
February 2012 meeting. 
 
Definition of Professional Accountant 
The IESBA considered the views of a working group on a paper prepared by 
IFAC staff addressing the definition of a professional accountant. The 
IESBA considered the revised definition proposed by the IFAC staff and 
proposed revisions by the working group. The IESBA did not reach a 
consensus on either revised definition.  
 
IAESB Exposure Draft International Education Standard 4 
The IESBA discussed the International Accounting Education Standards 
Board Exposure Draft “International Education Standard 4, Professional 
Values, Ethics and Attitudes.” The IESBA provided some comment on the 
proposals. 
 
Audit Quality 
The IESBA received an update on the IAASB project on Audit Quality. 
 
Internal Audit 
The IESBA discussed comments received by the International Auditing and 
Assurance Standards Board (IAASB) on its exposure draft ISA 610 Using 
the Work of Internal Auditors regarding the interaction of the definition of 
engagement team and the provision of direct assistance by internal auditors. 
The IESBA agreed that the definition of engagement team should be 
modified to explicitly scope out internal auditors providing direct assistance. 
The IESBA also agreed that the auditor should be required to communicate 
to those charged with governance the planned use of direct assistance from 
internal auditors. The IAASB will discuss the project at its December 2011 
meeting and the IESBA will reconsider the issue at its February 2012 
meeting. 
 
Compliance Advisory Panel 
The IESBA received an update on the activities of the IFAC Compliance 
Advisory Panel and its staff. 
 



 

Regulatory Developments 
The IESBA received on developments regarding the EC Green paper “Audit 
Policy: Lessons from the Crisis.” The IESBA discussed the US Public 
Company Accounting Oversight Board concept release on auditor 
independence and audit firm rotation. The IESBA concluded that it would 
issue a response to the paper. 
 
Next Meeting 
The next meeting of the IESBA is scheduled to be held on February 20-22, 
2012 in Dublin, Ireland. 


