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Date:  March 29, 2013 

To:   IAESB 

From: Jörgen Holmquist 

Chair, International Ethics Standards Board for Accountants (IESBA) 

 

IESBA – 2013 Quarter 1 Project Update  

This report summarizes the status of all IESBA projects as of Quarter 1, 2013.  

 

Project Updates 

Strategy and Work Program 2014-2016 

 In January 2013, the IESBA released an electronic survey to gather input from stakeholders 

for purposes of developing its strategy and work program for 2014-2016. The survey closed 

in mid-March and over 110 responses have been received from various stakeholder groups, 

including regulators and audit oversight bodies, users of financial statements, standard 

setters, IFAC member bodies, firms, and professional accountants in business. 

 At its June 2013 meeting, the IESBA will consider the input received as well as a 

consultation draft of the strategy and work program with a view to approving it for issuance 

in July 2013. 

The following are other updates arising from the March 2013 IESBA meeting:  

Responding to a Suspected Illegal Act 

 The IESBA considered significant comments received on its August 2012 exposure draft 

(ED), Responding to a Suspected Illegal Act. While a large majority of respondents were 

supportive of the project, there has been significant push-back from respondents on the main 

proposals in the ED. In particular, while many of the respondents were supportive of the idea 

of disclosing a suspected illegal act (SIA) to an appropriate authority, they were of the view 

that the establishment of a requirement to disclose was within the purview of national 

legislators rather than the IESBA’s. In addition, while regulators were supportive of the 

project, some regulatory concerns have been expressed that the pendulum has swung quite 

far away from auditors’ existing obligation of confidentiality. 

 The IESBA deliberated three pivotal issues in the project, namely the proposed requirement 

for professional accountants providing services to an audit client to disclose a SIA to an 

appropriate authority in certain circumstances; and for other categories of professional 

accountants in other circumstances, the proposed requirement to disclose a SIA to the 

external auditor, and the right with an expectation to disclose a SIA to an appropriate 

authority. The IESBA also considered a number of other issues, including: the “public 

interest” reporting test; the requirement to confirm or dispel a suspicion; types of suspected 

illegal acts to be disclosed; and the interaction of the proposed standard with ISAs. 
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 At the March 2013 meeting, the IESBA also received a presentation from Julie Erhardt, 

chair of IOSCO’s Committee 1, including a briefing on some of the thinking behind 

IOSCO’s comment letter on the ED. 

 The IESBA will continue its consideration of key issues and the way forward at its June 

2013 meeting. 

Long Association of Senior Personnel (Including Partner Rotation) with an Audit Client 

 At its December 2012 meeting, the IESBA approved a project to review the long association 

provisions in Section 290 of the Code to ensure that they continue to provide robust and 

appropriate safeguards against the familiarity and self-interest threats arising from long 

association with an audit client.  

 At its March 2013 meeting, the IESBA discussed the approach to research into (a) the 

partner rotation provisions in major jurisdictions, and (b) the views of stakeholders on the 

threats associated with long association. 

 The IESBA will receive an update on the project at its June 2013 meeting. 

Non-Assurance Services 

 At its December 2012 meeting, the IESBA approved in principle, subject to confirmation of 

scope, a project to review the non-assurance services provisions in Sections 290 and 291 of 

the Code to ensure that they continue to support a rigorous approach to independence for 

assurance services, particularly audits of financial statements. 

 At its March 2013 meeting, the IESBA received a brief update on a survey of a number of 

jurisdictions that the Task Force has launched to gather relevant information in specific areas 

for purposes of narrowing the scope of the project. 

 The IESBA will consider the outcome of the survey and the Task Force’s proposals at the 

June 2013 Board meeting. 

Review of Part C of the Code 

 The IESBA approved a project to review Part C of the Code addressing professional 

accountants in business (PAIBs) to ensure that the provisions in that part of the Code remain 

robust and appropriate.  

 Phase I of the project will review Sections 300, 320, 330 and 340 of the Code. This phase 

will, in particular, address pressure by superiors and others to engage in unethical or illegal 

acts, the responsibility of PAIBs to produce financial reports that are faithful representations 

of the economics of transactions, and associated matters.  

 Phase II of the project will address Section 350, which is related to facilitation payments and 

bribes. 

 The IESBA will consider issues relating to the project at its June 2013 meeting. 

Structure of the Code 
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 The IESBA considered draft terms of reference for, and an initial status report from, the 

working group formed to advise the Board on ways to improve the readability, 

understandability and accessibility of the Code. Amongst other matters, the IESBA 

discussed the objectives, scope and timing of the initiative, as well as the approach to the 

work. 

 The IESBA will consider revised terms of reference for the working group at its June 2013 

meeting. 

Definition of Those Charged with Governance 

 In July 2012, the IESBA issued an ED of a proposed change to the definition of “those 

charged with governance.” The project was initiated to respond to concerns arising on the 

ED of proposed changes to the Code addressing a breach of a requirement of the Code that 

the definition of that term is not consistent with that in the ISAs. The IESBA decided to 

align the definition in the Code with that in the ISAs as it determined that the 

communications to those charged with governance required under the Code should be to the 

same group of people as the communications required under the ISAs. 

 At its March 2013 meeting, the IESBA considered significant comments received on its ED 

of a proposed change to the definition of the term “those charged with governance.” The 

IESBA agreed in principle amendments to the proposed definition in the light of 

respondents’ significant comments. 

The IESBA will consider approving the amended definition at its June 2013 meeting after 

consulting with its CAG on the significant ED comments. 

 


