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Dear Sir or Madam

We appreciate this opportunity to comment on thedsure Draft of the Proposed Redrafted Internationa
Education Standard 7, Continuing Professional Dmgaknt: A Program of Lifelong Learning and
Continuing Development of Professional Competefe. fully support the objectives of the IAESB's
project to improve the clarity of its Standardswifich this Exposure Draft is a part, and we cominen

the IAESB in the work they have done on IES7 tedat

Comments on Exposur e Dr aft:

Before responding to the specific questions raiisdlde Explanatory Memorandum to the Exposure
Draft, we have some overall comments on the reghtaftandard which we set out below.

Overall Comments

We note that this is the first exposure draft sfandard that has been redrafted since the newekrark
for International Education Standards for ProfassidAccountants and the accompanying IAESB
Drafting Conventions were published. It therefofiers respondents a first opportunity to see thigaict

of the application of the Framework and the newitiohg conventions in practice. Some of our comraent
in this letter reflect this fact, and have implioas for the Framework and the drafting conventions
themselves. We recognize that the Framework amdrifting conventions were widely supported,
however we also think it is important for the Botodeflect on what can be learned about their
application from this first exposure, and to corsidthether any further changes to the Framewotheor
drafting conventions are required.

We note that paragraph 1 of the redrafted stanstatds that it ‘prescribes good practice for member
bodies’, however we believe that the language etmsivhere in the standard indicates that the atdnd

is intended to be more binding on member bodies jilst good practice. For example the wording used
to set out the objectives in Paragraph 7 desctlizesbjective of setting requirements for CPD is to
‘ensure that member bodies’ undertake certain mstid he Framework states that ‘The IESs prescribe
good practice in learning and development for msiftnal accountants; they should be incorporated in



Page 2
Deloitte Touche Tohmatsu Limited
March 4, 2011

the educational requirements of IFAC member bodieSVhile we agree that the standards represent
good practice from the perspective of the profesdiaccountant, when addressing the member body we
believe it is important that the standard is posiéd more authoritatively than good practice. \&'eeh
therefore proposed specific alternative wordingarri8pecific drafting points’ below.

We note that, consistent with the Framework andita&ing conventions, the redrafted standard blear
states in paragraph 2 that it is addressed to #mbar bodies. In a number of areas, however,
requirements of the standard clearly impact bottmb® bodies and individual professional accountants
for example paragraph 10 and the associated gwedammaragraph A6 which establish that member
bodies shall require all professional accountamtaaintain appropriate CPD. We recognize thege ar
significant difficulties for the IAESB in addresgirstandards to any parties other than its membdiebo
however we do recommend that the IAESB carefullysiaer this challenge. One option would be to
explicitly state in the section on the scope ofdtamdard that it is the role of the member bottieset
appropriate standards for their members — the iida@ professional accountants.

Throughout the standard the term ‘member bodiess&d to refer to IFAC member bodies and the terms
‘members’ and ‘individual professional accounta@® used interchangeably to refer to individuai® w
have membership of IFAC member bodies. We belisesof the term ‘member’ may lead to confusion,
particularly on translation, and so would recommenly referring to ‘member bodies’ and to ‘indiviglu
professional accountants’ consistently throughbetstandard.

We also note that the standard refers in varioasgsl to‘verification’ of CPD — firstly in paragtap12
and 13 and then extensively in the accompanyinépegpory materials in paragraphs A12 through to
A18. We are uncomfortable with the use of the terenify’ as, within an audit context, verification
would be taken to mean a process which providé&dléssurance, which is unlikely to occur in any
sampling and testing process. We therefore recardrtiet the board consider alternative terminology
such as ‘substantiate’, or ‘test’.

We understand that the objective of this exercigedrafting the standard is to improve the clasitjhe
current standard through the application of the3BE drafting conventions. It is therefore impoitta

that the proposed redrafted standard communicdes&bof expectations and required compliance by
member bodies that is consistent with the curremtdard. Given this objective, we note that orpeees

of the approach to achieving clarity and consistesto use terminology consistent with that used
throughout the International Standards on Audifisg\s). Specifically this results in a changette t
wording of requirements throughout the standardjingpfrom use of the term ‘should’ to ‘shall’. We
believe that this change may convey a higher egpieatof member bodies than the current standadd an
as such, the IAESB should listen carefully to tremtber bodies to whom the standard is addressed in
order to determine if this is an appropriate change

Specific Questions

With respect to the specific questions outlinethi Explanatory Memorandum to the Exposure Draft ou
comments are as follows:

Question 1: Isthe objective to be achieved by a member body, stated in the proposed redrafted
|ES7, appropriate?

Yes, we believe the objective is appropriate.
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Question 2: Havethecriteriaidentified by the IAESB for determining whether a requirement
should be specified been applied appropriately and consistently, such that theresulting
requir ements promote consistency in implementation by member bodies?

Yes, we believe the criteria for requirements Haeen applied consistently and appropriately.

Question 3: Arethereany termswithin the proposed redrafted |IES 7 which require further
clarification? If so, please explain the natur e of the deficiencies.

Yes.

The terms ‘structured education’, ‘practical expede’ and ‘training’ in Paragraph 4 should be
explained, , ‘Structured education’ and ‘trainistyould be distinguished from one another — we are
unclear on the difference between these activiti#e. also recommend referring to ‘learning’ rather
than ‘training’, as this would be consistent witlrrent best practice in learning and development.

‘Informal learning activities’ is also a term usiedParagraph 4. We note that the term ‘informal
learning’ is now being widely used in learning atevelopment circles to denote wide-ranging and
broad activities, encompassing many more activitias those referenced in Paragraph 4. We would,
therefore, recommend caution about trying to captiis concept with a limited number of example
activities.

Specific drafting points

As noted above, we understand that this Exposuaé Birms part of the IAESB’s clarity project withe
intention of improving clarity of the body of IES$n our review of the Exposure Draft we have

identified a number of areas which in our view eutly lack clarity. We, therefore, also provide a
number of specific comments on the exposure dogfither with suggestions for changes to enhance the
clarity of the final standard.

Paragraph | Existing Wording Comments/Suggestions for change

1 This International Educational Standa We believe that this standard represents r
(IES) prescribes good practice for membethan just good practice. This is supported |by
bodies to ensure that individual the wording used to set out the objectives |n

professional accountants develop and Paragraph 7 which describe the objective of
maintain the professional competence | setting requirements for CPD is to ‘ensure
necessary to (a) provide high quality that member bodies’ undertake certain
services to clients, employers, and other| actions. We therefore recommend rewordjng
stakeholders, and to (b) strengthen public as follows:
trust in the profession.
This International Educational Standard
(IES) prescribes standards that are expected
to be met by member bodies to ensure that
individual professional accountants develop
and maintain the professional competence
necessary to (a) provide high quality serviges
to clients, employers, and other stakeholders,
and to (b) strengthen public trust in the
profession.
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Paragraph

Existing Wording

Comments/Suggestions for change

2

Although it is the responsibility of ti
individual professional accountant to
maintain competence by undertaking
relevant continuing professional

development (CPD) activities, this standardaragraph 7. We do not believe this

is addressed to the member bodies, who
role it is to:

(a) Foster a commitment to lifelong
learning among professional
accountants;

Facilitate access to CPD

opportunities and resources for

their members; and

(c) Adopt good practice standards to
help their members to develop an
maintain the professional
competence necessary to protect
the public interest, including the
development of appropriate
measurement, monitoring, and
compliance procedures.

(b)

We note that the description of the role of
member body in relation to CPD here is

repetitive of, but not entirely consistent wit
the objectives set out for member bodies i

seepetition of information is necessary.

We therefore recommend that paragraphs
2 and 7 be reviewed to ensure consistency
and to identify opportunities to condense o
remove unnecessary repetition.

o

2(c)

Adopt good practice standards to help th
members to develop and maintain the
professional competence necessary to
protect the public interest, including the
development of appropriate measuremer
monitoring, and compliance procedures.

piAs with paragrap 1 above we recommer
removing the reference to good practice
when referring to the standard, to avoid
undermining the authority of the standard.
tWe also recommend including reference tq
implementation of appropriate procedures,
not just development.

We therefore recommend that this be
reworded as follows:

Adopt standards to help their members to
develop and maintain the professional
competence necessary to protect the publ
interest, including the development and
implementation of appropriate measureme

h
N

(9]

monitoring, and compliance procedures.
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Paragraph | Existing Wording Comments/Suggestions for change
3 CPD is a continuation of the Initial We believe care should be tin not to
Professional Development (IPD) process| suggest that learning alone maintains or
that led to qualification as a professional | develops competencies - individuals do this
accountant. CPD is learning and through learning and by other means. We
development that takes place after IPD, ariso believe that it would be better to refer to
that maintains and develops competences&’D as providing ‘continuing’ rather that
enable professional accountants to ‘continuous’ development.
continue to perform their roles _ _
competently. CPD provides continuous We therefore recommend this paragraph i$
development of the (a) professional reworded as follows:
knowledge, (b) professional skills, (c) . ) ) "
professional values, ethics, and attitudes| PP is & continuation of the Initial
and (d) competence achieved during IPD Professional Dgyelqpment (IPD) Process
refined appropriately for the professional that led to quallflcgtlon asa professional
activities and responsibilities of the accountant. CPD is leamning and
individual. development tha_lt takes place after IPD, that
enables professional accountants to develpp
and maintain the competences needed to
continue to perform their roles and
responsibilities. CPD provides continuing
development of the (a) professional
knowledge, (b) professional skills, (c)
professional values, ethics, and attitudes;
and builds on the competence achieved in
IPD, refined appropriately for the
professional activities and responsibilities of
the individual.
5 Measuring the attainment of CPD can be| We believe that the level of detail provid

achieved by three different approaches:

(a) Output-based approachesdhy
requiring professional accountants to
demonstrate, by way of outcomes, that th
develop and maintain professional
competence;

(b) Input-based approacheshy
establishing a set amount of learning
activity to develop and maintain
competence; and

(c) Combination approachesby
combining elements of the input- and
output-based approaches, setting the
amount of learning activity required, and
demonstrating the outcomes achieved.

ey

on each of the approaches is too much for
this Introduction section and should instea
be included either in paragraph 11 or in thg
explanatory material paragraphs A12-A18

We therefore recommend this be rewordeq
follows:

Measuring the attainment of CPD can be
achieved by three different approaches; ar
outputs-based approach, an inputs-based
approach or a combination approach. The
standard sets out requirements for measul
the attainment of CPD under each of these
approaches.

joN

D

1 as

ing
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Paragraph

Existing Wording

Comments/Suggestions for change

7(b)

Monitor and enforce a systematic proces
to ensure that their members meet the
requirements of the standard;

s Consistent with our point on paragraph 2
regarding development and implementatio
of processes we recommend this be rewor
as follows:

Develop, implement, monitor and enforce
systematic process to ensure that their
members meet the requirements of the
standard;

ded

7 These requirements contribute to the This sentence duplicates the conter
profession’s objective of providing high- | paragraph 1, we therefore recommend either
quality services to meet the needs of clienggletion of this sentence or moving it to
employers, and other stakeholders in the| €xplanatory material.
public interest.

11 Member bodies shall establish their We do not believe the term ‘establish
preferred approach to measuring their | precise enough. We therefore recommend
members’ CPD activity from the three this be reworded as follows:
models of output-based, input-based, or
combination approaches. Member bodies shall determine their

preferred approach to measuring their
members’ CPD activity from the three
models of output-based, input-based, or
combination approaches.

A2- 2™ This also requires ethical behavior, We believe that appropriate supervisis an

sentence | professional judgment, and an objective | important factor in the provision of high-
attitude. guality professional service. We therefore

recommend this be reworded as follows:
This also requires ethical behavior,
professional judgment, an objective attitudg
and an appropriate level of supervision.

A2 -5" However, CPD is an important means of | We do not believe that CPshould be

sentence | ensuring that professional accountants arepositioned as the only means of ensuring that
competent and up-to-date on the technicalprofessional accountants are competent and
and general knowledge relevant to the | therefore recommend that this be reworded
professional services they provide. as follows:

However, CPD plays an important part in
enabling professional accountants to
maintain and develop their competence and
technical and general knowledge relevant to

the professional services they provide.
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Paragraph

Existing Wording

Comments/Suggestions for change

A3

In meeting their responsibility to serve th¢
public interest, member bodies may
consider a variety of quality assurance
processes, of which CPD is an important
one. Others include quality assurance
reviews of professional accountants’ wor
which may include CPD, and investigatio
and disciplinary regimes for misconduct.

» We believe that this paragraph is confus
on the role of CPD in quality assurance
processes. We therefore recommend that
be reworded as follows:

K A well established program of CPD that is
pnmeasured, monitored and evaluated may
form part of a member body’s quality
assurance processes. Other quality
assurance processes may include quality
assurance reviews of professional
accountants’ work (which may include a
review of the CPD undertaken by the
individual professional accountant), and
investigation and disciplinary regimes for
misconduct.

A7

In setting the requirement for CPD,
member bodies are encouraged to consi
what is relevant and appropriate for

professional accountants in circumstance

such as career breaks and retirement.

We note this is widing that remain
jemchanged from the current standard,
however we believe it is important to clarify

issue for CPD.

We therefore recommend this be rewordeq
follows:

In setting the requirement for CPD, membgt
bodies are encouraged to consider what ig
relevant and appropriate for categories of
members who can pose particular issues f
CPD requirements, for example:

* Individuals on career breaks
e Individuals who have retired from
full time practice, but who continue

designation, and/or continue to do
work in some capacity

awhy situations of retirement may present an

to use their professional accountant

this

1 as

2r

or
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Paragraph

Existing Wording

Comments/Suggestions for change

A20

Professional accountants are responsible
for (a) retaining appropriate records and
documents related to their CPD, such as
those designed and provided by their
member body, and (b) providing sufficient

We believe thiparagraph wi be interprete(
as introducing a requirement of individual
professional accountants, to whom the
standard is not specifically addressed.

evidence to demonstrate their compliance WWe recommend that the paragraph be delg

with the requirements of the member body®

when requested to do so.

r be combined with paragraph A19 to
reflect the responsibility of the member bo
to determine the evidence that professiona
accountants should maintain.

A24 2™
sentence

It should be noted, however, that a
monitoring cycle of longer than five yearg
would unlikely meet the objectives of this
IES.

We have a number of concerns about
sentence:

* ‘Monitoring cycles’ are not defined
within the standard or the glossary
we presume this is the period over
which the member body runs the
‘systematic process to monitor
whether professional accountants 4
meeting the CPD requirement’
(paragraph 15). The term should b
properly defined.

 We are concerned that this senten¢

represents an implicit requirement

member bodies regarding the length

of the monitoring cycle and, if this i
the intent of the IAESB, it should bg¢
addressed in paragraph 15 in the
requirements section of the standa
not in the explanatory materials.

» If the requirement is moved to
paragraph 15 then the explanatory
materials should indicate what
factors lead to the conclusion that &
period of longer than 5 years is not
appropriate. This guidance would |
better positioned at the end of
paragraph A22, than in paragraph
A24.

The sentence would also be clearer as a
positive recommendation, rather than as a
double negative. We would therefore
recommend rewording it as follows:

Monitoring cycles would be expected to be
for a period of less than 5 years.

Are
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*kk

We would be pleased to discuss our letter withgoyour staff at your convenience. If you have any
guestions, please contact Jens Simonsen on +433810

Very truly yours,
AT;VM/V%__

Jens L Simonsen
Global Director Audit Services
Deloitte Touche Tohmatsu Limited

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and
its network of member firms, each of which is a legally separate and independent entity. Please

see www.deloitte.com/about for a detailed description of the legal structure of Deloitte Touche Tohmatsu Limited and
its member firms



