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Section 1 Introduction 
1.1 This report summarizes the activities of the International Ethics Standards Board for 

Accountants (IESBA) since my last report. The initiatives that are described herein 
are directly relevant to each of IFAC’s strategic priorities in relation to standard-
setting. 

Section 2 Strategy and Objectives 
2.1 The IESBA’s objective is to serve the public interest by setting high quality ethical 

standards for professional accountants and by facilitating the convergence of 
international and national ethical standards, thereby enhancing the quality and 
consistency of services provided by professional accountants throughout the world 
and strengthening public confidence in the global accounting profession. 

Section 3  Work in Progress 
Independence 

3.1 The IESBA has commenced a project to consider whether any parts of the 
independence requirements contained in Section 290 should be revised. The 
independence provisions in the Code were issued in November 2001 with an 
effective date for assurance reports issued on or after December 31, 2004. Since 
issuance, several failures have led to a loss in credibility in aspects of the financial 
reporting process and many jurisdictions have taken steps to restore credibility. 
Some of these steps have related to auditor independence requirements. Therefore, 
the IESBA has started a project to determine which parts of the independence 
requirements should be revisited.  

3.2 A forum was held in October 2005 to obtain input on this project. 

3.3 At our meeting in February 2006, the Board concluded that updating Section 290 
was the most important item on our agenda and that the timeline for completion of 
this project needed to be advanced. The Board now intends to produce an exposure 
draft of proposed changes to Section 290 by the end of 2006. In anticipation of 
needing extra Board time to accomplish this, an additional meeting has been 
tentatively scheduled for December 2006. The need for this meeting will depend on 
how progress is made throughout the rest of this year. 
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Accountants in Government 

3.4 The IESBA is continuing its project to develop ethical guidance for accountants in 
government. 

3.5 Section 290 applies only to professional accountants in public practice. The Task 
Force will consider the application of this section to assurance engagements in the 
public sector – many of which are conducted by accountants in government. 

3.6 The project will also consider whether any additional guidance is necessary in Part 
C of the Code for professional accountants in government. 

Guidance for Professional Accountants in Business when Encountering Fraud 

3.7 The IESBA has commenced a project to develop further guidance for professional 
accountants in business who encounter fraud or illegal acts. The Task Force 
working on this project has recommended to the Board that the project be broadened 
to address this issue for public accountants in practice as well. The Board has agreed 
to this expanded scope. 

3.8 As a result of the focus on the independence project, work on this “whistle blowing” 
project will be deferred until 2007. A number of the CAG members see this is an 
urgent issue that needs to be addressed and the Board intends to proceed actively on 
this project during the next year. 

Section 4  Consultative Advisory Group 
4.1 The Ethics CAG met in New York in April. Subsequent to that meeting the CAG 

members confirmed Mr. Richard Fleck as their choice as the first independent chair 
of the IESBA CAG.  He was subsequently confirmed in this position by the PIOB.  

4.2 Mr. Fleck is a partner with Herbert Smith, an international legal practice with 1,100 
lawyers in Europe and Asia. His practice experience includes mergers and 
acquisitions, competition and regulation, insolvency, dispute resolution, and 
accountancy work. Mr. Fleck is a member of the United Kingdom Financial 
Reporting Council and Chairman of the UK Auditing Practices Board. 

Section 5  Planned Activities 2006 
5.1 IESBA has three meetings scheduled for 2006: 

• February 20-22, 2006 

• June 13-14, 2006 

• October 17-18, 2006 

As noted in Section 3, IESBA has scheduled a fourth meeting, if necessary to 
approve an independence ED in 2006. The meeting is tentatively scheduled for 
December 18-19, 2006. 

Section 6  Conclusion 
6.1 I should like to express my appreciation to the valuable contributions of the 

volunteer members of the IESBA and their firms, employers, professional bodies 
and technical advisors. 

 


