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To:   IAESB CAG 

From: S. Thomadakis 

Chair, International Ethics Standards Board for Accountants (IESBA) 

 

International Ethics Standards Board for Accountants (IESBA) – 2018 Progress Report 

Note from IESBA Chairman 

I am pleased to report on the IESBA’s achievements and progress on its agenda this year. 

Overview of Key Achievements 

The IESBA’s key achievements year-to-date include issuance of: 

 The revised and restructured Code, titled International Code of Ethics for Professional Accountants 

(including International Independence Standards) and four related Bases for Conclusions;  

 Revisions to the Code Pertaining to the Offering and Accepting of Inducements and a related Basis 

for Conclusions; 

 A consultation paper, Proposed Strategy and Work Plan (SWP) for 2019-2023; and 

 A consultation paper, Professional Skepticism – Meeting Public Expectations.  

In addition, four global roundtables on the topics of non-assurance services and professional skepticism 

have been conducted in Washington DC, USA (June 11); Paris, France (June 15); Tokyo, Japan (July 12) 

and Melbourne, Australia (July 16).1 A Roundtable Briefing Note: Non-assurance Services – Exploring 

Issues to Determine a Way Forward was released in May 2018.  

At its September 2018 meeting approved four project proposals related to certain pre-commitments which 

were included in its SWP. Also in September, the IESBA held its 2nd annual joint meeting with the IAASB. 

I elaborate on some of the key developments below. 

Revised and Restructured Code  

At its December 2017 meeting, the Board approved the final text of the revised and restructured Code, 

including:  

 Structural and drafting enhancements developed under the Structure of the Code project;  

 Revisions to the provisions pertaining to safeguards in the Code, developed under the Safeguards 

project;  

 Revisions to clarify the applicability of the provisions in Part C of the extant Code to professional 

accountants in public practice, developed under the Applicability project; and  

 New application material relating to professional skepticism and professional judgment, developed 

under the Professional Skepticism (short-term) project.  

With the timely release of the International Code of Ethics for Professional Accountants (including 

                                                 
1  The roundtable held in Melbourne, Australia was hosted jointly by the Australian APESB and the New Zealand 

XRB. 

http://www.ifac.org/publications-resources/final-pronouncement-restructured-code
http://www.ifac.org/publications-resources/final-pronouncement-restructured-code
http://www.ifac.org/news-events/2018-07/global-ethics-board-resets-expectations-professional-accountants-regarding
http://www.ifac.org/publications-resources/consultation-paper-proposed-strategy-and-work-plan-2019-2023
http://www.ifac.org/publications-resources/global-ethics-board-consults-professional-skepticism
https://www.ethicsboard.org/roundtables-2018
https://www.ifac.org/publications-resources/non-assurance-services
https://www.ifac.org/publications-resources/non-assurance-services
https://www.ethicsboard.org/meetings/september-17-20-2018-ifac-offices-new-york
http://www.ifac.org/publications-resources/final-pronouncement-restructured-code
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International Independence Standards) (“the revised and restructured Code” or “the Code”) in early April 

2018, we are committed to responding to calls for support in promoting the changes to the Code and 

facilitating its adoption and implementation. Although the IESBA has no power to mandate jurisdictions to 

adopt the Code, it recognizes the importance of supporting its adoption and implementation. In this regard, 

the 2018 Edition of the IESBA Handbook is released early. Also, a dedicated section of the IESBA’s 

website serves as a one-stop-shop with a comprehensive set of resources and tools to assist in raising 

awareness of, and understanding the changes in the Code. Available resources and tools include: staff-

prepared Bases for Conclusion, YouTube Videos, webinars, and PowerPoint slides etc. Additional 

resources and tools, including Staff Q&As are currently being considered and will be made available in due 

course.  

To promote adoption and implementation of the Code, IESBA representatives have held in-person 

meetings and presentations with regulators, national standard setters, firms, and professional accountancy 

organizations as well as publishing articles and conducting interviews in professional accountancy journals 

and blogs (see Appendix).  

The IESBA is actively using social media (e.g. Twitter and LinkedIn) to draw attention to its outreach 

activities and to promote the various resources and tools that are currently available on its website. 

In addition the IESBA has already started work on converting the Code to an e-Code that will multiply 

accessibility and functionality to users of the Code.  

Inducements 

In April 2018, we finalized our Inducements project three months ahead of schedule. The Revisions to the 

Code Pertaining to the Offering and Accepting of Inducements introduce a more robust and 

comprehensive framework which clearly delineates the boundaries of acceptable inducements and guides 

the behaviors of PAIBs and professional accountants in public practice in all situations involving 

inducements. The revised provisions include consequential amendments to the independence provisions 

of the Code addressing gifts and hospitality and constitute the last piece of the recently revised and 

restructured Code. The provisions come into effect in June 2019. 

Strategy and Work Plan 2019-2023 

At IESBA, we are fully committed to leveraging the strong platform of the revised and restructured Code to 

ensure that the accountancy profession continue to have ethics and independence standards that are 

relevant, and fit-for-purpose. We released our Proposed IESBA Strategy and Work Plan 2019-2023 (SWP) 

on schedule in April 2018 with a 90-day comment period which ended on July 16, 2018. The proposals 

motivated extensive and wide-ranging engagement with all stakeholders, including firms, regulators, 

national standard setters, and others, as well as the IESBA Consultative Advisory Group (the CAG).  

Responsive to concerns from the Public Interest Oversight Board (PIOB) and other stakeholders about 

auditor independence and other ethics issues that impact audit quality and financial reporting more 

broadly, the SWP included a number of pre-existing commitments, for example, non-assurance services 

(NAS), professional skepticism and fees. The IESBA has been steadily making progress in relation to 

those pre-existing commitments.  

Feedback on the SWP was considered at the September 2018 meeting. The IESBA noted that there was 

positive sense of wide acceptance for IESBA’s future strategy, including proposed actions and priorities 

among respondents.  

http://www.ifac.org/publications-resources/final-pronouncement-restructured-code
http://www.ethicsboard.org/revised-and-restructured-code-ethics
http://www.ifac.org/news-events/2018-07/global-ethics-board-resets-expectations-professional-accountants-regarding
http://www.ifac.org/news-events/2018-07/global-ethics-board-resets-expectations-professional-accountants-regarding
http://www.ifac.org/news-events/2018-04/iesba-consults-2019-2023-strategy-and-work-plan
http://www.ethicsboard.org/cag
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A key challenge ahead will be determining how best to prioritize the IESBA’s strategic actions in light of the 

IESBA’s finite resources and pre-existing commitments. I fully anticipate extensive consultation with 

stakeholders to be key. Equally key will be close dialogue with the IAASB given the increasing need for 

coordination on overlapping topics or issues. 

IAASB-IESBA Coordination 

I am pleased by the extent of engagement that has been occurring to coordinate topics of mutual interests 

between IAASB and the IESBA despite the various pressures arising from their own independent work 

plans. To-date, in addition to several ad hoc IAASB-IESBA staff meetings, there were many points of 

interactions at the working group and Board Liaison member levels on various work streams. Also, in May 

2018, the IESBA received updates on IAASB-IESBA coordination activities, including a webcast from 

IAASB representatives highlighting developments on IAASB projects of relevance to the coordination 

efforts.  

In September 2018, we held our second joint meeting with the IAASB. During this meeting, the two Boards 

welcomed incoming CEO of IFAC, Kevin Dancey as a guest speaker. Mr. Dancey provided an overview of 

the IFAC’s 2019 – 2020 IFAC Strategic plan and process and highlighted key aspects in the August 2018 

publication, Perspectives on the Way Forward for Strengthening the Oversight and Operations of the 

International Audit & Assurance and Ethics Standards Boards. The second joint meeting demonstrates the 

commitment of the two Boards to work closely together in areas that require coordination in pursuit of their 

common public interest goals. 

The Boards also discussed matters of mutual interest in the development of their future strategy and work 

plans with a focus on broad directional thinking and identifying future coordination opportunities. The 

importance of the SSB Coordination Framework was highlighted as it establishes the process for 

coordinating the efforts of two independent Boards.  

IESBA and IAASB Board members and official observers participated in assigned Discussion Groups and 

exchanged views about topics of strategic importance. The discussions in those groups were lively and all 

participants were fully engaged. A report back on the significant matters raised was provided in the joint 

plenary session. The feedback from those Discussion Groups will be considered by Staff and others to 

help inform the Boards’ future activities and processes.  

The IESBA and the IAASB are committed to another plenary meeting in 2019, as well as a series of 

smaller coordination activities between staff, task forces, liaison members and leadership throughout the 

year.   

NAS 

In order to facilitate a multi-stakeholder dialogue in a dynamic setting aimed at exploring how best to 

address the NAS issues that have been identified by stakeholders, the IESBA held four roundtables in 

Washington, DC, U.S.A.; Paris, France; Tokyo, Japan; and Melbourne, Australia. A Briefing Note which 

summarized the NAS provisions in the Code and the various NAS issues identified was discussed at each 

roundtable. The Briefing Note included questions for roundtable participants about possible solutions to the 

public interest issues that have been raised in relation to the provision of NAS to audit clients.  

At its September 2018 meeting, having duly considered the feedback from the four global roundtables and 

advice from its CAG, the IESBA approved a NAS project proposal. The IESBA plans to consider initial 

http://www.ifac.org/news-events/2018-06/webcast-iesba-receives-update-iaasb
http://www.ifac.org/publications-resources/perspectives-way-forward-strengthening-oversight-and-operations-international
http://www.ifac.org/publications-resources/perspectives-way-forward-strengthening-oversight-and-operations-international
http://www.ethicsboard.org/system/files/meetings/files/Agenda-Item-J1-2-For-Reference-Only-SSB-Coordination-Framework.pdf
https://www.ifac.org/publications-resources/non-assurance-services
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proposals and recommendations at its December 2018 meeting.  

Role and Mindset Expected of Professional Accountants (formerly Professional Skepticism) 

The IESBA’s 2017 discussions with the IAASB, IAESB and its CAG culminated in the development and 

release of a consultation paper Professional Skepticism – Meeting Public Expectations (CP) in May 2018. 

This CP explores the behavioral characteristics comprised in professional skepticism; and whether all 

professional accountants should be required to apply them. The CP also set out options to address the 

question about the applicability of the concept of “professional skepticism” to the broader accountancy 

profession and was discussed at the June-July 2018 roundtables. The comment deadline for the CP was 

August 15, 2018 and 62 comment letters were received.  

Informed by the feedback on the CP and the advice of its CAG, the IESBA approved a project proposal, 

Promoting the Role and Mindset Expected of Professional Accountants at its September 2018. In light of 

the clear majority view from the responses to the CP and the feedback from roundtables participants, the 

IESBA determined that the project’s objectives cannot be achieved by using the term “professional 

skepticism” because that term should be reserved for use in the context of audits and other assurance 

engagements.  

The IESBA plans to consider initial proposals and recommendations at its December 2018 meeting. 

Fees 

Informed by a June 2018 final report of the Fees Working Group, at its September 2018 meeting, the 

IESBA approved a project proposal on fees. The objective of the fees project is to review the provisions in 

the Code as these pertain to fee-related matters within the project scope, and recommend any changes 

considered necessary for the Code to remain robust and appropriate in enabling professional accountants 

to meet their responsibility to comply with the fundamental principles and, where applicable, be 

independent. Mindful about sensitivities relating to national anti-trust laws, the IESBA agreed that the fees 

project will focus on issues relating to the level of fees for individual audit engagements and fee 

dependency in relation to audit clients. Fee-related matters that overlap with NAS (e.g. the relative size of 

NAS to audit fees) will be dealt with as part of the NAS project.  

Outreach  

During the year to date, IESBA representatives have been actively involved in outreach activities, including 

engagements with the International Organization of Securities Commissions (IOSCO) and the International 

Forum of Independent Audit Regulators (IFIAR), the Forum of Firms, the IFAC SMP Committee, the IFAC 

Professional Accountants in Business (PAIB) Committee, and IFAC member organizations (see the 

Appendix).  

Outreach remains central to the IESBA’s strategy. It provides opportunities to promote the IESBA’s work in 

the public interest, to engage directly with stakeholders, and ultimately to facilitate widespread recognition 

and acceptance of the Code. With the release of the revised and restructured Code, the IESBA is focused 

on executing a robust outreach and communications strategy to promote awareness of, and adoption and 

implementation of the Code.  

Conclusion 

I wish to thank the many people and organizations that have contributed to the IESBA’s achievements and 

the progress it has made in delivering on its strategic commitments this year. Their contributions have 

http://www.ifac.org/publications-resources/global-ethics-board-consults-professional-skepticism
http://www.ethicsboard.org/system/files/meetings/files/Agenda-Item-3A-Report-of-the-Fees-Working-Group.pdf
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enabled the IESBA to continue to serve the public interest by setting high-quality ethics standards for 

professional accountants worldwide. 

Key Project Updates 

Revised and Restructured Code  

In April 2018, the IESBA released the revised and restructured Code, which is titled, International Code of 

Ethics for Professional Accountants (including International Independence Standards) (the Code). The 

Code is completely re-written, and includes: 

 Changes to the concept of safeguards in response to concerns from the regulatory community that 

some safeguards were not specific or effective enough. 

 Clearer guidance on how accountants should think about addressing threats, including a new 

requirement for accountants to stand back and think about whether the actions they have taken 

resolve the issue or reduce the threats to an acceptable level. 

 Stronger provisions for both accountants in business and in public practice addressing the offering 

and accepting of inducements, including gifts and hospitality. 

 A new section dedicated to accountants in business addressing situations of pressure they might 

come across. 

 Clearer guidance for accountants in public practice that explain how provisions of the Code 

applicable to accountants in business apply to them. 

 Stronger independence provisions covering long association with audit clients. 

 New guidance that explains how compliance with the fundamental principles of the Code supports 

the exercise of professional skepticism in an audit or other assurance engagement. 

In conjunction with approving the final text of the revised and restructured Code, the IESBA established a 

Rollout Working Group to promote awareness of the new Code, and support its adoption and effective 

implementation.  

The IESBA received an update from the Rollout Working Group on the status of the “rollout” initiatives at its 

June and September 2018 meetings. To-date rollout activities include the launch of a dedicated webpage 

for the Revised and restructured Code which hosts a comprehensive set of resources and tools. The 

Working Group also provides input on various articles about the Code, including on the September 2018 

Gateway Article, International Code of Ethics for Professional Accountants – Key Areas of Focus for Small 

and Medium Sized Entities and Small and Medium Sized Practices.  

NAS  

Some stakeholders and the PIOB have called for the IESBA to review its International Independence 

Standards relating to the provision of NAS to audit clients. Having completed a number of projects (e.g., 

Safeguards) which culminated in the April 2018 release of a completely rewritten and substantively revised 

the Code, the IESBA has established a Working Group to further understand and respond to those calls. 

The NAS initiative was featured as a pre-commitment in the SWP.  

As noted in the “Note from the IESBA Chairman” section above, in order to facilitate a multi-stakeholder 

dialogue about how best to address those NAS issues, the IESBA held a series of global roundtables. A 

http://www.ifac.org/publications-resources/final-pronouncement-restructured-code
http://www.ifac.org/publications-resources/final-pronouncement-restructured-code
http://www.ethicsboard.org/restructured-code
http://www.ifac.org/global-knowledge-gateway/ethics/discussion/international-code-ethics-professional-accountants-key
http://www.ifac.org/global-knowledge-gateway/ethics/discussion/international-code-ethics-professional-accountants-key
https://www.ethicsboard.org/roundtables-2018
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Briefing Note which summarized the various NAS issues identified was discussed at each roundtable.  

About 150 senior-level delegates participated in the roundtables and exchanged views about possible 

solutions to the public interest issues that have been raised in relation to the provision of NAS to audit 

clients. They represented a wide range of stakeholder groups, including investors; public sector 

representatives; preparers; TCWG; national standard setters; regional and international organizations; and 

representatives of the accountancy profession (both those in public practice and in business). Observers 

included regulators and audit oversight authorities, PIOB members and staff, the Chair of the IESBA CAG, 

certain members of the CAG and IAASB members. Information about each roundtable, including the list of 

roundtable participants; slides used for the plenary session; agenda materials discussed; and the list of 

participants for each breakout group is available on the IESBA’s website. 

At its September 2018 meeting, having duly considered the feedback from the four global roundtables and 

advice from its CAG, the IESBA approved a NAS project proposal and will consider initial proposals and 

recommendations at its December 2018 meeting. 

Role and Mindset Expected of Professional Accountants (formerly Professional Skepticism) 

With the support of the CAG, the IESBA approved a project proposal, “Promoting the Role and Mindset 

Expected of Professional Accountants” at its September 2018 meeting. This project seeks to ensure that 

the IESBA Code promotes the role, behavioral characteristics and mindset expected of all professional 

accountants when performing their professional activities.  

The project proposal was informed by feedback from a May 2018 consultation paper (CP) which sought 

stakeholders’ views about the behavioral characteristics comprised in the concept of professional 

skepticism; whether all professional accountants should exercise them; and whether the Code should be 

changed. The CP set out five options for consideration. The deadline for comments on the CP was August 

15, 2018.  

In addition to the 62 comment letters, the IESBA received feedback on the CP from participants in four 

global roundtables held in June-July 2018. The IESBA considered a paper summarizing the feedback on 

the CP and the Working Group’s assessments at its September 2018 meeting. In approving the project 

proposal, the IESBA acknowledged that the project objectives cannot be achieved by using the term 

“professional skepticism” in light of the clear majority view from the responses to the CP and roundtables 

participants that the term “professional skepticism" should be reserved for use in the context of audit and 

other assurance engagement.  

The IESBA’s work could impact on the work of the IAASB. Accordingly, the IESBA will continue to liaise 

with the IAASB and coordinate efforts as appropriate. 

Fees  

The Fees initiative was aimed at identifying whether there is a relationship between fees charged by audit 

firms and threats to compliance with the fundamental principles or to independence. The fees fact finding 

work was focused on four areas, namely the level of audit fees for individual audit engagements; the 

relative size of fees and dependence on particular clients; the ratio of non-audit to audit fees; and audit 

services provided by firms that have significant non-audit service businesses. 

In June 2018, the IESBA considered recommendations that were included in the final report on the Fees 

Working Group in relation to the IESBA’s Fees fact finding initiative. The final report summarized the 

different aspects of the fact-finding activities, including the feedback on the widely–commented on Fees 

https://www.ifac.org/publications-resources/non-assurance-services
http://www.ifac.org/publications-resources/global-ethics-board-consults-professional-skepticism
http://www.ifac.org/publications-resources/global-ethics-board-consults-professional-skepticism
https://www.ethicsboard.org/system/files/meetings/files/Agenda-Item-7A-Professional-Skepticism-Issues-Paper_1.pdf
https://www.ethicsboard.org/system/files/meetings/files/Agenda-Item-7A-Professional-Skepticism-Issues-Paper_1.pdf
http://www.ethicsboard.org/system/files/meetings/files/Agenda-Item-3A-Report-of-the-Fees-Working-Group.pdf
http://www.ifac.org/system/files/publications/files/IESBA-Fees-Questionnaire-2017_0-1_0.pdf
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Questionnaire and the summary of research on the topic of fees.  

Informed by the Fees Working Group’s final report, the IESBA approved a project proposal on fees at its 

September 2018 meeting. The objective of the fees project is to review the provisions in the Code as these 

pertain to fee-related matters within the project scope, and recommend any changes considered necessary 

for the Code to remain robust and appropriate in enabling professional accountants to meet their 

responsibility to comply with the fundamental principles and, where applicable, be independent. Mindful 

about sensitivities relating to national anti-trust laws, the IESBA agreed that the project will focus on issues 

relating to the level of fees for individual audit engagements and fee dependency in relation to audit clients. 

Fee-related matters that overlap with NAS will be dealt with as part of the NAS project.  

e-Code  

A demo of the prototype for the IESBA’s multi-phased eCode initiative was presented to the IESBA during 

its September 2018 meeting. With its eCode initiative, the IESBA is exploring how best to leverage existing 

technologies to develop a web based tool with “app-like” features and functionalities. The eCode will 

include all the current electronic features in the current 2016 HTML Code, but have a new design and 

improved functionalities that will reinforce the “building blocks” structure of the revised and restructured 

Code, demonstrating its scalability. The ease of access and improved navigability anticipated with the 

eCode will provide a more interactive user experience which will help support adoption and 

implementation. 

The anticipated launch date for Phase 1 of the eCode is June 2019.  

Alignment of Part 4B2 to ISAE 3000 (Revised)3 

At its June 2018 meeting, the IESBA received the first update on the activities of the ISAE 3000 Alignment 

Working Group, which was established at the end of 2017.   

At its September 2018 meeting, the IESBA approved a project proposal that will involve a review and 

comparison of the terms and concepts in Part 4B and ISAE 3000 (Revised). The Board identified the need 

for such a review in finalizing its revised and restructured Code. It is anticipated that the resulting proposals 

will be limited to consequential amendments, and will clarify the independence provisions that apply to the 

various parties involved in an assurance engagement. The project will not challenge the technical validity 

of the concepts of ISAE 3000 (Revised) since these have already been established by the IAASB. The 

Task Force/ IESBA will liaise and coordinate with the IAASB as appropriate. 

 

                                                 
2  International Independence Standards, Part 4B – Independence for Other Assurance Engagements Other than 

Audit and Review Engagements 
3  ISAE 3000 (Revised), Assurance Engagements other than Audits or Reviews of Historical Financial Information 

http://www.ifac.org/system/files/publications/files/IESBA-Fees-Questionnaire-2017_0-1_0.pdf
http://www.ethicsboard.org/iesba-code/table-contents

