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AGENDA ITEM 6-1 

 
 
Committee: IAESB Consultative Advisory Group 

Meeting Location: Dublin Conrad Hotel, Dublin, Ireland 

Meeting Date: February 9-10, 2012, beginning 8:30am. 

 
SUBJECT: 

 
Revision of IES 8 - Issues and Proposals of IAESB 
Task Force on Exposure Draft (01/12) 

 
 
INTRODUCTION 
 
1. The aim of this paper is to assist the CAG in its discussion of the issues related to 

the ongoing revision of IES 8 “Competence Requirements for Audit Professionals” 
now renamed “Professional Development for Engagement Partners Responsible 
for Audits of Financial Statements’.  Specifically, the paper will (a) provide 
information on the revision of IES 8 and the discussions of the Board at its most 
recent and previous meetings; and (b) identify issues for discussion to assist the 
Task Force in the development of an Exposure Draft. 
 

 
BACKGROUND  
 
Project Scope 
2. The revision of IES 8 is part of the larger project identified in the IAESB’s 2010-

2012 Strategy and Work Plan that aims to redraft and revise all IESs 1-8 by 2013. 
The IAESB’s original plan in revising IES 8 was to: 
a) Revise the Standard’s use and interpretation of the following key definitions: 

o Significant judgment, audit professional, education and development 
program, and advanced level. 

b) Clarify the Standard’s explanation surrounding: 
o Precise roles in a transnational audit; 
o Acceptance of the need for progression through a variety of roles, over 

time, whilst part of a larger team; 
o How the shared responsibility between IFAC member bodies, firms and 

regulatory authorities should work in practice; 
o The practical application of an IES that has requirements written primarily to 

individuals who are practicing members of Member Bodies; and 
c) Revise the Standard’s scope to clarify the coverage of the following key areas: 

o Engagement Partner Competences; 
o Specific Industries; and 
o Practical Experience. 

 
3. In addition to the areas noted above, the Task Force, supported by previous 

discussions at the IAESB, proposed moving towards defining the competences for 
the engagement partner in the context of an engagement team. This will likely 
mean that whilst requirements will be directed towards engagement partners, the 
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context within which they operate (i.e. within a team) is likely to be covered within 
the Explanatory Material section. Additional guidance for other levels within the 
engagement team may also be considered as part of the separate IES 8 Guidance 
project being chaired by Eileen Walsh. 

 
Previous IAESB/CAG/Task Force Meetings 
 
February 2010 IAESB meeting 
4. At the February 2010 meeting, the IAESB considered a paper on issues related to 

the public consultation and reviewed a draft of the public consultation questions. 
Input was provided by the IAESB, and following on from CAG advice, various 
amendments were made to the Consultation Paper. Following on from this 
discussion with the IAESB, the Task Force re-worked the Consultation Paper to 
ensure that relevant comments or amendments were included and to refine the 
language used in the Paper in order to ensure greater clarity. 

 
May 2010 IAESB meeting 
5. At the May 2010 meeting, a progress report was provided by the Chair of the IES 8 

Task Force to indicate that the consultation period was still ongoing and that a 
more formal presentation of comments would be provided at the November 
meeting in Singapore. Feedback/comments from meetings held by members of the 
Task Force with FEE and Forum of Firms were also provided in the May papers for 
the IAESB meeting. IAESB members indicated that several issues relating to the 
revision of IES 8 were relevant to the other revision projects. 

 
6.  A short information paper was also provided to the CAG for their comment and 

input (during September 16-17, 2010). Feedback from CAG was that there was 
support for the need to apportion responsibility towards the Engagement Partner. 
CAG also wanted the IAESB to consider the role of the Engagement Quality 
Control Reviewer. The CAG also had further discussion, although not a majority 
view, about whether the scope of IES 8 should be expanded to include other 
assurance activities. 

 
November 2010 Meeting 
7. At the November 2010 meeting, the IAESB was provided with the full results of the 

public consultation, a summarised paper of the consultation responses and a 
verbal report with series of questions posed to the IAESB by the Task Force. The 
IAESB considered a paper which ran through approximately 20 questions covering 
off those issues identified from the public consultation process. The following 
highlights decisions stemming from this IAESB:  

 
• focus on requirements relating to member bodies, but to set out the implications 

of the requirements to other interested stakeholder groups through the 
Explanatory Material section; 

• focus on audit engagement of historical financial engagements; 
• clarify rather than increase the scope of IES 8 (i.e. to be have more clarity 

around ‘who’ the requirements would be targeted to); 
• review the extant standard for compatibility with existing IFAC pronouncements; 
• eliminate the term ‘advanced level’ as this implied some sort of prestige for 

auditors as compared to other accounting professionals; 
• focus on ‘good practice’ rather than ‘best practice’; 
• ensure that the requirements of the proposed IES 8 do not go beyond the 

requirements inherent in the ISAs/ISQC1 and that the content of the proposed 
IES 8 is focused on ‘education’ principles common to all audit engagements; 
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• ensure that the knowledge content required by each auditor is directly linked to 
the nature of the entity being audited; and 

• ensure that the ‘impact’ of the standard on stakeholders is considered as part of 
the consultation process. 

 
March 2011 Meeting 
8. At the March Meeting, the IAESB was provided with a written update of recent 

progress on the development of IES8 as well as consideration of the progression 
process into the role of engagement partner and the continuum between IPD and 
CPD elements of professional development. During the presentation, the Task 
Force leader also presented a diagrammatical representation of how the proposed 
IES might take an engagement partner from IPD through to CPD. 

 
9. Feedback from members of the IAESB included: 

• concern in respect of focusing on only the engagement partner as this might 
mean that the involvement of others exercising judgments in the team might be 
overlooked; 

• professional scepticism and professional judgment to be re-emphasised in any 
new standard; 

• no diminution of IPD elements once the status of professional accountant have 
been attained; 

• encouragement that the IES 8 team work with other Task Forces (especially 
IES 2) to ensure consistency of any frameworks that might be used; 

• encouragement for the Task Force to continue to identify matters which might 
be included in future guidance on IES 8; and 

• avoid assuming that ‘large’ clients necessarily equated to ‘complex’ 
engagements. 

April/May 2011, Task Force Meetings & Drafting updates 
10. During April/May, the Task Force met on 3 occasions via Webex conference calls 

working alongside this was a smaller drafting team consisting of 3 members, who 
developed a number of versions of the revised draft IES 8 for comment and input 
by the Task Force. The Task Force was assisted during this period by Mr Steven 
Glover who had been provided by IFAC to assist with the drafting process. 

 
11. The Task Force discussed the title, scoping, requirements, and objectives of IES8, 

and in the most recent meeting (May 2011), the Explanatory Material section. 
During Task Force discussions, a number of issues were identified which required 
further direction and guidance from the IAESB. The task force discussed a whole 
range of issues, including: 

 
• Comments from the March IAESB meeting in respect of to ‘whom’ the IES 

should be directed 
• The content of the requirements sections including the proposed wording 
• The respective role of member bodies, auditing firms, the ISAs/ISQC1 and 

others in the professional development of auditors 
• Avoidance of the term ‘entry-level engagement’ partner following feedback from 

the IAESB meeting in Geneva; 
• How the IES could be written to ensure sufficient consideration was given 

towards the focus on the competencies of the engagement partner operating 
within the context of the wider audit team; 

• Whether the title of the IES should be directed towards Engagement partners; 
• The importance of considering extra guidance (especially in terms of 

progression within the audit team or the potential to make use of a competency 
model); and 
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• How to ensure an appropriate balance between a principles-based standard 
and one which might still require some ‘bright-lines’. 

 
 
 
May 2011 IAESB Meeting 
12. During this meeting of the IAESB, a draft of IES8 was presented to the Board for 

discussion on a range of issues.  During its deliberations, the Board agreed that: 
 

• The IES would continue to be focused on the Engagement partner but would 
contain within the Explanatory Material section commentary in respect of how 
Engagement partners, and those aspiring into the role of Engagement partner, 
do so in the context of a wide team; 

• A matrix of competences should be included within the Requirements section of 
the standard instead of being included in an Appendix; 

• In respect of Practical Experiences, the Requirement should not indicate a 
period of time but should move any examples to the Explanatory Material 
section; 

• The Objective be revised to be consistent with other examples now in Exposure 
Draft format and to make clearer the link to the public interest; 

• The IES 8 team should make use of the verbs being utilised in the IES 2 
Taxonomy where practicable; and 

• There be an improved clarification of the distinction between IPD and CPD 
elements and how these can operate to ensure competence requirements are 
in place for aspiring Engagement partners. 

 
13. In the period following the May 2011 IAESB meeting, the Task Force met via 

conference call on a further 3 occasions and also received input from the  Drafting 
Working Group chaired by Ann Kilbride.  As a consequence of these meetings, 
several changes in regards to wording and suggested ordering of content were 
made in the draft IES. 

 
October 2011 IAESB Meeting 
14. A new draft of the IES was presented to the full IAESB for general discussion and 

specific enquiry in respect of a number of matters.  As a result of the input from the 
IAESB, it was resolved that there was support for: 
• Inclusion of a definitions section within the Explanatory Material section 
• Inclusion of a diagrammatic aid to assist readers with the main thrusts of the 

IES and in particular to highlight the progressive nature of competence 
development during the lifetime of an engagement partner 

• Support for ensuring that any taxonomy used was consistent between IESs 2, 
3 and 8 

• Support for the treatment of professional judgment and scepticism. 
• Support for the positioning of Table A (the competency map) within the 

Requirements. 
 
15. The IAESB also spent considerable time discussing and attempting to resolve the 

format of the taxonomy.  IES 8 currently covers a range of competences which 
cover knowledge, skills and attitudes/ethics and as a consequence there was an 
indication of support from the IAESB for the Task Forces of IES 2, 3 and 8 to 
continue to work to identify a taxonomy or appropriate grid which could cover the 
various IESs still in the process of being developed.   

 
16. Several additional areas of focus were also discussed by the IAESB, including: 
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• How would the member body be able to identify the aspiring engagement 

partner within any given firm 
• Whether, given the nature of their role, an engagement partner would always 

be expected to go to the highest level on any taxonomy  
• Input in respect of competency matrix (Table A) categories and also feedback 

on specific wording and use of verbs, and 
• General support for having a ‘master’ level on top of the professional 

accountant taxonomy categories. 
 
November 2011 
17. The Chair of the Task Force attended a conference call with the Standards 

Working Group (‘SWG’).  The Chair presented an update on the October IAESB 
version of IES and ran through the basis of the latest version in particular noting: 
• Overview of work of IES8 Task Force and input from various sources 
• The proposed format of the revised IES 
• The concept of a competence matrix and the latest thinking on how this would 

work in respect of the other IESs 
• A very draft list of competences in three categories 

18. The SWG were asked for their views on whether the original issues surrounding 
the definitions of ‘audit professional’ and ‘advanced level’ had been appropriately 
resolved.  The SWG felt that the issues had been dealt with, but had specific 
concerns in relation to: 
• Some wording amendments to help clarify the intention of the IES in respect of 

engagement partners, especially regarding the potential interpretation as to the 
prohibition for a newly appointed partner to deal with more than non complex 
clients, and 

• The use of the term transnational auditor. 
 
December 2011 
19. The Task Force met to discuss several refinements to the revised IES 8 following 

the IAESB meeting and also in the light of ongoing discussions surrounding the 
competence matrix and proficiency levels.  Further improvements were made in the 
following areas as a result of the task force discussions: 
• Reordering of key sections, moving some segments of Explanatory Material 

section higher up the standard to link much better to the main content in 
scoping section 

• Improved wording in certain key paragraphs 
• Additional paragraphs in respect of SMPs, role of member bodies etc 
• Removal of transnational audits phraseology 
• Further improvements or suggested wording changes to the competence matrix 

(referred to as Table A). 
 
January 2012 
20. The Chair and Secretary of the task force attended and presented, to the 

Standards Working Group (‘SWG’), latest considerations in respect of the revised 
IES 8.  In particular, the SWG were asked for their views on: 
• The composition and structure of the diagram detailing partner progression 
• The components of Table A (competence requirements for aspiring 

engagement partner) 
• To clarify the assumptions being made in the proposed IES 8 in respect of a 

newly appointed engagement partner 
• Role of other stakeholders being appropriately identified in the draft IES 

especially in respect of member bodies 
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• Consideration of professional scepticism and judgment topics and whether the 
wording was appropriate. 

 
Overall, the SWG was broadly supportive of the direction in which IES8 was 
progressing, but raised some concerns in respect of: 
• Some formatting changes on the diagram to clarify that the right hand column 

pertained to skills of the aspiring/serving engagement partner rather than the 
nature of a particular engagement (i.e. removing continuum from non-complex 
to complex audits) 

• Clarification about someone becoming a newly appointed engagement partner 
at a point in time 

• The consideration of direct entry engagement partners (perhaps coming from 
industry into practice) 

• Whilst supportive of SMP concerns, ensuring that any final standard did not 
expect an engagement partner to be an expert in all areas 

• A revised title for the appendix in respect of complex audits and audits with 
international operations to indicate that these suggestions for potential for CPD, 
‘may’ be appropriate CPD 

• Potential need for a definition of ‘newly appointed engagement partner’ 
• SWG caution that the IAESB do not inadvertently create a conundrum in which 

in order to be an engagement partner, aspiring engagement partners need 
practical experience in the role of engagement partner. 

 
The IES 8 Task Force also convened via conference call in late January and 
discussed: 
• Overall structure of revised IES 8 
• Incorporation of main changes since the SWG, previous Task Force and other 

input into the revised IES 
• Specific sections on SMP/sole practitioner wording 
• A re-examination of the Requirements sections 
• Review of latest position in respect of competence framework and improving 

amendments. 
 
 
DISCUSSION 
 
Development of a revised IES 8 Diagram and updated Scope section 
21. One of the recurring discussions within the Task Force and, the subject of further 

discussion at CAG and by the IAESB, has been how to best describe the 
progressive nature of competence development of an aspiring and serving 
engagement partner.  In order to help resolve this area of discussion, the Task 
Force has redrafted paragraph 3 of the Scope section and has also included a 
diagram within the revised IES.   

 
22. At their October meeting, the IAESB spent a considerable amount of time 

discussing the merits of having a diagram within the revised IES and then the 
specifics of the diagram itself.  In the period since the IAESB meeting, the Task 
Force has also worked up a slightly revised version of the diagram in order to 
demonstrate the progressive nature of the competence development for an 
engagement partner.  The revised version of the diagram is shown below: 
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23. The extant IESs do not include visual representations of content. However in this 

case, it was felt that including a diagram might aid the reader and provide greater 
clarity in respect of how and when competences are acquired by an engagement 
partner.  The diagram has also been supplemented by four assumptions which 
note that, for the purposes of the IES: 

 
• all those professional accountants who are completing IPD, and 

subsequently CPD, within an audit firm are presumed to be an aspiring 
engagement partner, 

• the professional competence acquired and assessed as a professional 
accountant  will be further developed under an appropriate CPD 
environment relevant to the role of a newly appointed and serving 
engagement partner,  

• newly appointed engagement partners are ordinarily responsible for non-
complex audits during the early part of their engagement partner career, 
and 

• the engagement partner operates within an engagement team and 
progressively develops their professional competence within this 
environment, as part of IPD and CPD. 

 
24. In addition, the Scope section has been amended to include a paragraph running 

along the lines of:  
 

 This IES sets the minimum competence requirements for those professional 
accountants who are newly appointed to the role of engagement partner or 
which will be developed by those aspiring to take on the this role.  Licensing 
regimes, as well as the internal policies of firms, may set additional criteria.  
These criteria and processes are outside the scope of this IES.  Those 
professional accountants who have demonstrated the competences 
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prescribed in this IES will have to meet such additional criteria before first 
assuming the role of an engagement partner. 

 
25. In developing the new draft paragraph shown above, the Task Force has been 

keen to ensure that there is no ambiguity about to ‘whom’ the IES will apply.  In 
addition, there has been recognition that other factors play a part in determining 
whether an individual is first appointed to the role of engagement partner. 

 
 
Action Requested: 
 
1. Do the proposed amendments to the paragraphs in the Scope & Explanatory 

Material sections on the progressive nature of competence development and 
the inclusion of a diagram within the Scope section provide assistance to the 
end-reader in respect of how competences develop during the career of an 
aspiring and serving engagement partner? 

 
2. Do the assumptions underlying the diagram (Para. 19 above) provide a 

sufficient framework for the IES? 
 
3. Do you have any improving amendments to make in respect of the diagram? 
 
 
 
Amendments to Requirements and Competency Matrix 
26. In order to align the IES 8 competences as closely as possible to the latest matrix 

being used within IES 2, and to ensure that IES 8 is perceived to be an extension 
or further development at a CPD level for engagement partners on top of IES 2, 3 
and 4, the Task Force has considered the following in developing the competence 
matrix (See Appendix A): 
• Where possible used the same headings, areas or ‘clusters’ titles from IES 2, 3 

and 4; but also suggest IES 2 and 3 revision Task Forces to amend their own 
titles of clusters and related wording for learning outcomes; the overall target is 
to be as consistent as possible among the various standards. 

• Inserted a draft ‘proficiency level’ that an aspiring engagement partner would be 
expected to reach in order to become a ‘newly appointed’ engagement partner; 
the proposed scale would be: Foundation, Intermediate, Advanced and Master; 
here also, the objective is to synchronized the expected levels of proficiency 
across the new standards dealing with content of competences (IES 2, 3 and 
8), recognizing that this will not be achievable for IES4, this Standard having 
been revised without a competence matrix in its requirements section.  
Discussions on this scale are still ongoing. 

• Attempted to present this information as succinctly as possible in order that the 
Requirements do not become unnecessarily long or complex; some alignment 
remains necessary in regards to IES 2 in particular. 

• Inserted new competence areas and learning outcomes in Appendix A to build 
on top of those required at the completion of IPD for the professional 
accountant. 

• When developing the new competence matrix, the Task Force also considered 
this against several published matrices as well as the EU 8th Directive listing to 
identify potential gaps. 
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Action Requested: 
 
4. Does the competence matrix currently included in Appendix A appropriately 

describe what would be expected from a newly appointed engagement 
partner in a manner, which is both concise and complete?  

 
5. Does the CAG have any proposed additional categories or competence areas 

that should be considered for inclusion in the Competence Matrix of 
Appendix A? 

 
6. Does the CAG suggest that some areas be deleted or merged to simplify the 

competence map displayed in Appendix A? 
 
7. Does the CAG have any comments on the draft ‘levels’ of proficiency that 

have been presented in Appendix A? 
 
 
 
 
Role of other stakeholders 
27. The Explanatory Material section on the Role of Other Stakeholders has been 

enhanced to include a new paragraph on engagement partners, audit teams, and 
sole practitioners. The new paragraph explains the situations in which the 
engagement partner oversees an audit team or works as a sole practitioner. 
Members of the Task Force and also representatives at the IAASB had made clear 
the need to consider SMP auditors.  The oversight of the audit team may include 
less-experienced professionals who perform some basic audit tasks and experts 
who address specific areas of the audit such as valuation experts, actuaries, and IT 
professionals. The sole practitioner may perform more basic tasks requiring lower 
level competences to be able to undertake all the work required by the audit of an 
entity. 

 
28. The additions could state the following:  
 

IES 8 assumes that the most common situation for an engagement partner is to 
work with an engagement team that he or she oversees as required by 
International Standards on Auditing.  This team can comprise less experienced 
professionals who perform some more basic audit tasks as well as using 
specialists to address some specific areas of the audit which require particular 
expertise (internal technical departments, valuation specialists, actuaries, IT 
professionals).  Expected competences are defined in paragraph 13 in this 
context. 

 
 There are number of situations in which the engagement partner works in a 

Small or Medium sized Practice (‘SMP’) or may operate as a sole practitioner.  
This may mean that engagement partner may be operating without the support 
of an engagement team or supporting experts and as a consequence this may 
result in the engagement partner undertaking a much wider range of tasks in 
the performance of the audit than would ordinarily be the case.  Irrespective of 
the size or nature of the audited entity and the practice or practitioner providing 
the audit, IES 8 assumes that the engagement partner will continue to complete 
CPD appropriate to the audits which they serve. 
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29. It also proposed that we explain in the Explanatory Material section that, on the 
contrary, for more complex audits, the engagement partner relies on a team, 
including experts.  

 
30. In addition a new paragraph has been added to describe the responsibility of the 

member body in the appointment process of an engagement partner. This 
responsibility has been described as that of delineating the required competences 
and providing a suitable CPD environment to maintain and further develop the 
competence. 

 
31. A possible way to describe this could be:  
 

As explained in paragraphs 2, A3 and A4, there are a number of stakeholders 
involved in the process of appointment of an engagement partner.  The 
responsibility of the member body is primarily focused on: 
• the definition of the required competences, in line with the Requirements stated 

in paragraph 13,  
• the provision of a suitable CPD environment to help newly appointed 

engagement partners to maintain, and, if necessary further develop their 
competence and,  

•  the assessment process to the extent allowed by their local regulatory 
environment.   

This may include providing more detailed descriptions of competence and defining 
related learning and professional development maps. 

 
 

Action Requested: 
 
8. Do the proposed amendments to the scope paragraphs on the role of 

other stakeholders provide assistance to the end-reader in understanding 
how stakeholders affect the development of competence of an aspiring 
and serving engagement partner? 

 
9. Does the suggested paragraph in the Explanatory Material section in 

respect of the role of the member body successfully clarify the role of 
member bodies in the appointment process of engagement partners? 

 
 
 
Competence Requirements for Complex Audits 
32. The existing version of IES 8 has a section which covers the audit of transnational 

engagements and specific industries.  Input from CAG suggested that they would 
like some competence requirements to be identified at Engagement Partner level in 
order to safeguard the public interest in respect of more complex audits.  The IES 8 
revision Task Force has decided and the Board agreed with this approach, that the 
variety of situations regarding what can be described as a “more complex audit” is 
such that, contrary to the extant IES 8 trying to capture all the possible situations 
will be an impossible task. The Task Force also suggested that CPD becomes the 
primary way, if not the only one, to further develop the competences necessary to 
address the situations that a given engagement partner will have to face. 

 
33. Therefore, although the importance of such professional development activities is 

considered critical, it is proposed to require that the member bodies make sure that 
relevant professional development programs are in place to support the 



11 
Prepared by Jean-Francois, Greg Owens, and IES 8 Task Force (January 2012) 
 

development of the competences necessary for the engagement partners to 
address more complex audits. The wording of this requirement appears below and 
considers an amendment to replace transnational audits with “audits of entities with 
international operations” to avoid the ambiguity that the Transnational Audit Group 
may be seen as a standard setter. 

 
IFAC member bodies shall assess the expected audit competence areas and 
corresponding levels of proficiency to be developed and demonstrated by an aspiring 
engagement partner, including the practical experience to be obtained. 

 
34. Appendix B provides examples of appropriate professional development for 

complex audits and would be included in the Explanatory Material section to 
provide an understanding of the requirement provided above. 

 
Action Requested: 
 
10. Do you agree that IES 8 should include a requirement on complex audits and 

that this requirement primarily relies on CPD to develop the corresponding 
competences? 

 
11. Do you find the categories mentioned in the proposed requirement 

comprehensive and relevant as the key situations characterizing complex 
audits (complex industries, complex operations, complex reporting 
requirements, audited entities with international operations)? 

 
12. Has the Explanatory Material captured in sufficient detail the sorts of areas of 

appropriate CPD that could be covered in respect of these types of audits? If 
not, what additional elements would you like to be included? 

 
 
 
Areas of Professional Judgment and Professional Skepticism 
35. The IAESB has previously noted that given the current economic environment and 

reputational threats to the auditing profession it was important that any revised IES 
8 ensured a sensible level of focus on the areas of Professional Judgment and 
Professional Skepticism.  This view has also been strongly supported by the CAG 
and the IAASB. 

 
36. In seeking to re-emphasize the importance of these two competences, the Task 

Force has: 
a) Included both professional judgment and scepticism within the Competence 

Matrix (see Appendix A); and 
b) Drafted two Explanatory Material section paragraphs in order to explain why 

and how these two competences can be further developed.  
 
37. The two paragraphs in the Explanatory Material section are included below: 
 

Professional judgment and professional skepticism 
A10. The nature of the economic cycles, impact of principles-based 

accounting standards and complexity of audited entities means that 
engagement partners, and their teams, will be expected to 
frequently apply their professional judgment during the course of an 
audit engagement.  As a result, ensuring that accounting standards 
are fairly applied by audited entities, as well as determining an 
appropriate audit strategy for a given situation, requires a high level 
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of professional judgement to be exercised by an engagement 
partner.  

 
A11. A key aspect of any audit is determining the reliability and 

sufficiency of the audit evidence gathered to support management’s 
assertions in the financial statements. Applying the appropriate 
degree of professional skepticism to assess audit evidence and the 
degree of reliance on the representations of management and 
others is a key competence of the engagement partner. Businesses 
and other organizations are involved in ever increasing complexity 
and uncertainty in a globalized economy.  Developing and applying 
professional skepticism is an essential competence for engagement 
partners practising in this increasingly challenging environment. 

 
Professional development in these two areas is not straightforward. 
It usually requires due care and may need innovative pedagogical 
methods in which mentoring, reflection, time and experience usually 
play a key role. 

 
 
Action Requested: 
 
13. Do you agree with the approach that has been adopted by the Task Force?  If 

not, do you have any alternative suggestions in terms of the approach which 
could be adopted? 

 
14. Do you agree with the placement of skepticism and judgment within the 

Professional Skills area of the Competence Matrix (Table A)? 
  
15. Do you agree with the content of the paragraphs on professional judgment 

and skepticism? 
 
 
 
Additional areas of potential discussion or input for CAG 
 
Use of Footnotes v Tables 
38. The earlier revised draft of IES 8 had extensive footnotes in respect of the 

definitions of engagement partner, financial statements audit, ISQC1, professional 
accountant etc. At first, the use of these footnotes helped during IAESB and Task 
Force discussions, however there was the danger that they would become 
unwieldy and focus the attention of the reader on the supplementary content rather 
than the substance of the actual wording of IES 8.  As a result, the Task Force, 
supported by the IAESB has moved to a position of only having footnotes in 
respect of referenced publications (such as ISQC1, ISAs etc) and instead has 
given due prominence to the defined terms by including these in a ‘Table B’ within 
the Explanatory Material section. 

 
Potential Conforming Amendments 
39. During the course of the revision of IES 8, a number of new terms have emerged.  

The Task Force is proposing that the following terms be included within the 
Glossary and would welcome comment from the IAESB: 
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40.  
 

Aspiring Engagement Partner A professional accountant who is 
developing their competences, 
whilst working for an engagement 
partner, over a period of time. 

 
Serving Engagement Partner A professional accountant who has 

demonstrated the required 
competences, satisfied any 
licensing requirements and been 
appointed by their firm to act in 
the capacity of engagement 
partner. 

 
 
 
 
Action Requested: 
 
16. Do you agree with how the Task Force has proposed to deal with the 

definitions within the Explanatory Material section? 
 
17. Do you have any further advice to the Task Force or any additional terms 

that you consider may need defining within the IES, Explanatory Material 
section or Glossary? 

 
 
 
Changes in other areas of the IES 
41. Following feedback from a variety of sources, not least the drafting working group, 

IAESB and within the Task Force, the Task Force has also attempted to eliminate 
any ambiguity around the use of certain terms or concepts.  As part of this, there is 
a clearer Scope paragraph in respect of how audits operate ‘Audits of financial 
statements vary in size and complexity.’ Whereas previously, this section read as: 
‘Audits of financial statements encompass a wide range of engagements in terms 
of size, complexity and public expectations.’  In addition, the previous drafts of the 
revised IES 8 along with the extant version of IES 8 itself used the terminology 
‘transnational audit’ – there was a general feeling that this might not be appropriate 
given the existence of bodies such as the Transnational Audit Committee.  As a 
result, a decision has been made to use the term ‘Audits of entities with 
international operations’. 

 
42. Objective paragraph, the previous version of draft IES 8 noted that the objective of 

the a member body was to: “The objective of an IFAC member body is for 
professional accountants aspiring to be, or serving as, an Engagement Partner to 
complete appropriate professional development.”  

 
 Following discussion with the IAESB and amongst the Task Force, it was agreed to 

extend the Objective to read as follows in order to provide a more contextual 
setting for the objective: 

 
“The objective of an IFAC member body is for professional accountants aspiring 
to be, or serving as, an Engagement Partner to develop and maintain their 
competence through the completion of professional development necessary to 
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provide audit services in order to serve the public interest and meet the needs 
of the audited entities, their owners and shareholders.” 
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Action Requested: 
 
18. Do you support the revised Scope wording outlined above in Para. 40? 
 
19. Is the term ‘Audit of Entities with International Operations’ a suitable 

replacement for transnational audits? 
 
20. Does the revised Objective paragraph represent an improvement on the 

previous version; does the CAG have any further improving amendments to 
make? 

 
 
 
 
 
PROPOSED WAY FORWARD 
 
42. The Task Force will develop a revised draft of IES 8 in light of the CAG’s 

discussion, for consideration by the Board at its March 2012 meeting.
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Appendix A 
 
The following competence areas and levels of proficiency have been used from the draft 
IAESB Competence Framework1 and utilises (where possible) the same headings in the 
Competence Area section as will be used in IES 2 and 3.  The levels of proficiency have 
also been taken from the draft IAESB Competence Framework.  The Learning Outcomes 
have been designed to give examples of the minimum requirements for each competence 
area. 

 
 

Table A – Competence Areas and Levels of Proficiency 
 

 
Competence Area Minimum Learning 

Outcomes for a Newly 
Appointed Engagement 

Partner 

Level of Proficiency  for a 
newly appointed 

Engagement Partner 

Professional Values, Ethics and Attitudes2 
Professional skepticism 
and judgment 

• Develop a skeptical 
mindset in light of the 
nature of the client, 
management and the 
evidence produced 
during the course of the 
audit 

• Construct professional 
judgments in respect of 
risk identification & 
assessment, the design of 
audit procedures and 
conclusions or opinions 
formed in respect of 
audit evidence.  

Advanced 

Ethical Principles • Act in accordance with the 
IFAC ethical concepts of 
integrity, objectivity, 
professional competence 
and due care, 
confidentiality and 
professional behavior 
 

Advanced 

Commitment to the 
public interest 

• Appraise the impact of a 
specific course of action 
in respect of an audited 
entity whilst considering 

Master 

                                                 
1 This competence framework is in draft format and is still the subject of discussions.  The Task Force have 
attempted to map out the identified competence areas using the latest draft of the competence framework. 
2 Headings in this table will correlate with the final titles used for IESs 2, 3 and 4. 
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Competence Area Minimum Learning 
Outcomes for a Newly 

Appointed Engagement 
Partner 

Level of Proficiency  for a 
newly appointed 

Engagement Partner 

the commitment to the 
public interest, 
evaluation of the impact 
on the profession and 
wider society 

• Select appropriate 
responses in order that 
audits are conducted in 
accordance with the ISAs  

• Comply with technical 
standards using prior 
experience to help shape 
personal responses to 
given audit issues.   

Avoids conflicts of 
interest  

• Integrate issues of 
integrity and objectivity 
by avoiding conflicts of 
interest that can occur in 
respect of undue 
financial reliance being 
placed on a particular 
audit. 

Advanced 

Confidentiality of 
information 

• Maintain and safeguard 
audited entity 
confidentiality. 

Master 

Professional Skills  
Intellectual • Challenge  management 

on a range of audit & 
accounting matters 

• Resolve audit issues 
using inquiry, abstract 
logical thought, and 
critical analysis in order 
to provide, consideration 
of alternatives and 
analysis of outcomes 
during the course of an 
audit 

Advanced 
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Competence Area Minimum Learning 
Outcomes for a Newly 

Appointed Engagement 
Partner 

Level of Proficiency  for a 
newly appointed 

Engagement Partner 

Organizational • Manage audit 
engagements (including 
planning elements) by 
providing leadership of 
audit teams, managing 
projects, initiating and 
managing changes in 
audit approach 

• Manage professional 
judgments in respect of 
engagement acceptance,  
assessment of 
independence and acting 
on the evidence provided 
by internal and external 
auditor experts 

Intermediate 

Interpersonal and 
communication 

• Manage audit teams  
• Present, discuss, defend 

views as well as 
resolving conflict 
through formal, informal, 
written, and spoken 
communication Resolve 
audit issues consulting 
where appropriate 

• Manage the negotiation 
process in respect of 
tendering for new work 
or dealing with fee 
resolution 

  Intermediate 

Personal • Develop change 
processes in respect of 
audit approach to suit 
nature of audited entity 
engagement 

• Display a commitment to 
lifelong learning in order 
to safeguard audit 
quality and ultimately the 
public interest 

Advanced 

Professional Knowledge 
Audit of financial 
statements - context 

• Evaluate audit risk 
profile of engagement in 
respect of components of 
audit risk and assess the 

Advanced 
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Competence Area Minimum Learning 
Outcomes for a Newly 

Appointed Engagement 
Partner 

Level of Proficiency  for a 
newly appointed 

Engagement Partner 

ability of the audited 
entity to continue as a 
going concern 

• Evaluate risk impact of 
client continuance or 
acceptance on  the firm 
and apply appropriate 
policies in respect of 
independence and ethics 
during acceptance 
process 

• Approve or recommend 
an appropriate audit 
approach in relation to 
the audit objectives, 
nature of assurance to be 
provided and 
engagement 
requirements 

• Evaluate impact of ISAs 
or other relevant laws & 
regulations to the audit 
engagement 

Audit of financial 
statements – execution 

• Evaluate the process of 
planning, performing 
and completing the audit 
of financial statements 

• Evaluate audit evidence 
obtained 

• Recommend audit 
planning processes, 
significant deficiencies 
or other matters to be 
reported to those 
charged with governance   

• Design an appropriate 
audit report in 
accordance with 
professional standards, 
firm policies and 
procedures (including 
consultation where 
applicable) 
 

Advanced 

Business, strategy and • Analyse knowledge of Intermediate 
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Competence Area Minimum Learning 
Outcomes for a Newly 

Appointed Engagement 
Partner 

Level of Proficiency  for a 
newly appointed 

Engagement Partner 

organizational 
environment 

economic, client sector, 
organizational, 
environmental or 
globalization facts and 
trends in order to form 
auditor expectations 

• Apply knowledge of 
group, parent or 
components operating 
across Audits of entities 
with international 
operations in order to 
identify and assess risks 
of material misstatement  

Governance and risk 
management 

• Advise and manage 
communication with 
those charged with 
governance of an entity 

• Evaluate various 
corporate governance 
organizations and tools, 
as well as corporate 
methodologies to identify 
and mitigate risks 
affecting the entity 

• Consider the audited 
entity risk management 
process and the way it is 
monitored by governance 
structures 

Advanced 

Financial accounting and 
reporting 

• Consider the 
components, presentation 
and disclosures of 
financial statements in 
the context of the 
relevant financial 
reporting framework, 
including IFRS or the 
parent company 
framework, when 
appropriate 

• Evaluate the accounting 
policies to ensure that 
they have been  adopted 
and presented in line 

Advanced 
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Competence Area Minimum Learning 
Outcomes for a Newly 

Appointed Engagement 
Partner 

Level of Proficiency  for a 
newly appointed 

Engagement Partner 

with Generally Accepted 
Accounting Principles 

• Review the financial 
statements 

• Recommend primary 
financial statements in 
accordance with 
regulations and law 
across a range of 
business and 
transactions 

• Evaluate accounting 
treatment of transactions 
including accounting 
estimates and the use of 
fair values 

Internal controls and 
fraud 

• Develop understanding 
of control environment 
and appraise design and 
implementation of 
controls to identify 
potential risks of 
material misstatement 

• Assess exposure of the 
audited entity to the risk 
of fraud and customize  
the audit approach 
accordingly 

Advanced 

Information technology • Summarise the IT 
environment to enable 
risk assessment of 
control deficiencies in 
respect of the  control 
environment 

• Identify impact of IT 
control weaknesses with 
an impact on the 
financial statements for 
communication to those 
charged with governance 

 Foundation   

Taxation • Analyse audit of taxation 
procedures on tax 
balances and remittances 

• Prioritise outputs  from 
use of a tax expert in the 

Intermediate  
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Competence Area Minimum Learning 
Outcomes for a Newly 

Appointed Engagement 
Partner 

Level of Proficiency  for a 
newly appointed 

Engagement Partner 

audit of taxation 
balances 

Finance and Treasury • Analyse types of 
financial structures and 
types of financial 
instruments along with 
their main 
characteristics in order 
to be able to understand 
the entity, plan 
appropriate testing and 
review and conclude on 
the work performed. 

Intermediate 

Management Accounting • Analyse the most 
common types of cost 
and management control 
concepts and tools and 
apply their impact on an 
audited entity. 

• Analyse how 
performance 
management may 
influence employee 
behaviours through the 
overriding of controls. 

Intermediate 

Business laws and 
regulations 

• Analyse impact of laws 
and regulations on an 
audit engagement and 
the potential for breach 
of laws and regulations 
to have an audit impact. 

• Select security and stock 
exchange regulations as 
they apply to the risks 
and presentation 
requirements of audit 
engagements 

Intermediate 
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Appendix B 
Table C - Appropriate Professional Development 

Examples of situations which may require specific professional development 
 

 

Audited Entities Nature of Appropriate Professional Development 

Financial services, 
including banking, 
finance and insurance 

Industry conferences 

Understanding of complex financial products including 
derivatives and the valuation and risk models used to 
record and manage them 

Disclosure for financial derivatives 

Fair value accounting for financial assets and liabilities 

Risk management strategies and trends 

Governance issues specific to the industry 

Economic forums – particularly related to credit 
conditions and banking trends 

 

Extractive industries Industry conferences 

Accounting for extractive activities 

Decommissioning standards or regulations 

Risk management and hedging strategies 

 

Governmental  entities Governmental accounting and auditing standards 

Regulatory requirements or directives 

 

Industries facing major 
risks or operating 
challenges , e.g. nuclear 
power generation and 
the related upstream 
production 

 

New or relevant accounting or auditing standards 

Regulatory requirements or directives 

Risk management strategies and trends 

Governance issues specific to the industry 
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Audits of entities with 
international 
operations  

Nature of Appropriate Professional Development 

Audits of entities with 
international operations 
audits 

Applicable financial reporting and auditing standards 

Monitoring of multi-location and group audits 

Listing requirements for applicable jurisdictions 

Corporate governance requirements for applicable 
jurisdictions 

National regulatory frameworks 

Differing taxation regimes 

Differing cultural contexts and implications to the 
management of cross cultural engagement teams 

Local economies and business environments 

Global economic trends and the implications to relevant 
regions of the world  

Complex transactions 
or reporting 
requirements 

Nature of Appropriate Professional Development 

Entities subject to 
regulatory requirements 
or direct government 
scrutiny 

Relevant regulatory or government standards, regulations 
or directives 

Listed entities Relevant accounting and auditing standards, applicable to 
listed entities 

Regulatory and stock exchange regulations and 
requirements 

Corporate governance requirements 

Entities converting to a 
different set of 
accounting standards, 
e.g. from national 
accounting standards to 
IFRS 

Relevant accounting standards 

Entities engaging in 
complex transactions 
related to financial 

New or changing accounting standards 
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instruments 

Entities subject to major 
restructuring or 
recapitalization 

Accounting standards for recapitalization, restructuring or 
reorganization 

 
 

 
 
 


