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SUBJECT: PROPOSED IES 8, COMPETENCE REQUIREMENTS FOR AUDIT 

PROFESSIONALS 
______________________________________________________________________________ 
 
1. INTRODUCTION 
 
Following the discussions in Stockholm (by both the Task Force and the full Education 
Committee) the proposed standard has been revised and redrafted.  The Task Force met 
in Paris on November 8, 2004 to consider a revised draft and agreed further structural and 
contextual changes. 
 
The proposed standard prescribes the competence requirements for professional 
accountants working as audit professionals, auditors, and audit professionals in specialist 
industries and environments.  The standard is restricted to prescribing the competence 
requirements for the audit of financial statements, and therefore does not address 
competence requirements for internal audit assignments or for other assurance 
engagements.   
 
The proposed Standard, presented for the Committee’s consideration, has been revised 
and restructured on the following basis: 

• the content of IES 8 is intended to be an “add on” to the requirements prescribed 
in IES 1 to 7, therefore duplication and repetition has been eliminated, unless 
requirements are prescribed at a more advanced level 

• a new “definitions” section has been included – these definitions not currently 
included in the “Framework” document 

• the structure of the standard clearly separates the requirements for audit 
professionals (section 2), the auditor (section 3) and audit professionals in 
specialist industries and environments including transnational audits (section 4) 

• specific references to licensing regimes have been included 
• a degree requirement has been prescribed 



IFAC Education Committee Meeting                                                        Agenda Item 3-A 
March 2005 – New York, United States 

Prepared by: Claire Egan (February 2005)   Page 2 of 7 

• the knowledge content prescribed focuses on the technical standards (international 
and national) 

• specific professional skills have been identified which, in most cases, are in 
addition to (rather than duplication of) the skills requirements prescribed in IES 3 
for all professional accountants.  Where there is duplication, this emphasizes the 
need to develop/demonstrate the skills in the particular audit context, e.g., the 
specialist industry or environment. 

 
Due to the nature of the structural changes to the standard, a marked up version showing 
the changes since the Stockholm version is likely to be unhelpful and cause unnecessary 
confusion.  Instead, a clean version is provided for the Committee’s consideration.   
 
 
2. OVERVIEW OF WORK SINCE AUGUST 2004 
The Task Force met in Paris, November 8, 2004, to consider a revised draft of IES 8, 
based on the discussions of the full Education Committee in August 2004. 
 
Key issues considered by the Task Force included the following: 

• Structure of the standard 
• Whether the standard appropriately addresses the different stages of development 

of an audit professional (professional accountant, audit professional, and the 
auditor). 

• The definition of “advanced level” knowledge, and “deep understanding” 
• Whether it is appropriate to set a degree requirement  
• The nature, timing and length of the practical experience requirement 
• Possible duplication of requirements in IES 8, already prescribed in IES 1 to 7 
• The inclusion of requirements specifically for audit professionals involved in 

transnational audit assignments 
• How achievement of the requirements prescribed in the standard can be 

practically set, monitored and assessed by member bodies, and the extent to which 
they need to rely on audit firms and other third parties. 

• Defining specific additional professional skills for audit professionals 
• Effective date 

 
Key changes made to the document on the basis of the Task Force consideration are 
described below. 
 
STRUCTURE 
A revised structure for the standard has been created, which provides context for the full 
spectrum of involvement of audit professionals from the audit professional, the auditor, 
and audit professionals involved in specialist industries and environments (including 
transnational audits).  The standard is restructured as follows: 
Section 1.  General 
Section 2.  Audit Professionals 
Section 3.  The Auditor 
Section 4.  Audit Professionals in Specialist Industries and Environments 
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The Task Force considered this revised structure better reflected the continuum and full 
spectrum of the various roles of the professional accountant in the audit process. 
 
EFFECTIVE DATE 
The Task Force recommend the effective date be 1 January 2008 to allow for a greater 
lead time for implementation.  The previous version, considered by the Committee in 
Stockholm, specified an effective date of 1 January 2006. 
 
KNOWLEDGE REQUIREMENTS 
The audit knowledge content requirements in black letter are restricted to financial 
statement auditing processes and practices, International Standards on Auditing, 
International Auditing Practice Statements, and/or national or local equivalents.  
International Standards on Review Engagements, International Standards on Assurance 
Engagements and International Standards on Related Services and/or national or local 
equivalents have been moved to gray lettering.  The focus on the standards themselves 
was intentional, rather than listing the various detailed aspects of the audit process and 
the associated knowledge required.  The description of breadth and content of the audit 
knowledge requirements has been narrowed to describe only the main topic areas, and it 
is left to the individual member body to determine the scope of this coverage as 
appropriate for the particular environment.   
 
These changes in the knowledge requirements have been made to better reflect only those 
aspects of audit content knowledge which all audit professionals must gain.  As the 
Standard is restricted to financial statement audit assignments, the Task Force did not 
consider knowledge of the broader assurance standards and statements to be essential for 
all audit professionals, however they might be relevant to some.   
 
Additionally, the black letter requirements prescribing financial statement audit 
knowledge and financial accounting and reporting knowledge have been modified to 
reflect the need for knowledge of international standards and/or local or national 
equivalents, to take account of those jurisdictions where international standards are not 
applied. 
 
PROFESSIONAL SKILLS 
The list of professional skills has been further refined to prescribe only those specific 
professional skills related to financial statement audits which are not prescribed in IES 3, 
and developed by all professional accountants.  Furthermore, the professional skills have 
been categorized in two parts; (1) those skills which need to be applied in an audit 
environment, and (2) those skills which should be developed at an advanced level in an 
audit environment.  Several of the professional skills are also prescribed in IES 3 (e.g., 
professional judgment, capacity for enquiry), however these are specifically prescribed in 
this standard as they need to be applied in an audit environment and developed at an 
advanced level in an audit environment. 
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PROFESSIONAL VALUES, ETHICS AND ATTITUDES 
To avoid any repetition of those professional values, ethics and attitudes prescribed in 
IES 4, the Standard prescribes the need for professional accountants to be able to apply 
the required values, ethics and attitudes in an audit environment.  The supporting 
explanatory text describes the particular pressures audit professionals may encounter. 
 
This revised approach also avoids any implication that audit professionals need a wider, 
deeper or higher commitment to professional values, ethics and attitudes than all other 
professional accountants. 
 
PRACTICAL EXPERIENCE 
The section relating to practical experience has been revised.  The term, “practical 
experience relevant to an audit professional” has been introduced, to highlight the need 
for practical experience to be relevant.   The previous version of the standard, considered 
by the Committee in August 2004, specified the need for three years of practical audit 
experience.  Following the Committee’s discussions, the Task Force reconsidered the 
practicality of this requirement, taking into consideration the role and responsibilty of the 
audit professional, as opposed to the auditor.  The Task Force considered that while 
practical experience in financial statement audit work is imperative, this can be balanced 
with a range of other practical experience which allows the candidate to develop the 
required competence and capabilities, and apply the knowledge and skills required by the 
standard.  The Task Force has agreed the benchmark should be three years of practical 
experience relevant to an audit professional, and that a substantial portion of that 
experience needs to be in financial statement audit work.  There is also allowance for 
those who are transferring from another field of accounting to have the period of relevant 
experience reduced, yet still requiring a certain portion of financial statement audit 
experience.  It should be noted that the relevant experience can be gained before or after 
qualification as a professional accountant. 
 
An outstanding issue for the Committee to consider is what proportion of the practical 
experience should be financial statement audit experience, and what is considered 
relevant practical experience. 
 
THE AUDITOR 
A new section dealing with the auditor has been inserted.  This section includes some 
paragraphs from earlier versions  which describe the movement from the responsibilities 
of the audit professionals to those of the auditor.  This section also includes commentary 
on licensing arrangements, acknowledging the various licensing regimes in existence.  
The Task Force considered the inclusion of this section essential to provide context for 
the role of the audit professional, and those involved in specialist industries and 
environments.   
 
An outstanding issue for the Committee to consider is whether there is a need for any 
black letter requirements for this section. 
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SPECIALIST INDUSTRIES AND ENVIRONMENTS 
A new section discussing competence requirements for audit professionals in specialist 
industries and environments has been added, and includes the transnational audit 
environment as one example of a specialist environment.  The previous paragraphs 
prescribing requirements for transnational auditors have been included in this section, but 
moved to explanatory gray lettering.   
 
 
3. REMAINING ISSUES FOR CONSIDERATION BY THE COMMITTEE 
 
Key issues the Committee is asked to consider are set out below. 
 
3.1   REVISED STRUCTURE 

Is the Committee satisfied the revised version provides a logical and appropriate 
structure for the proposed standard? 

 
3.2  THE INDIVIDUAL AND THE FIRM 
The proposed standard, as currently drafted, focuses on the specific requirements to be 
held by the individual, rather than the collective competence of the firm carrying out the 
audit engagement, and the role of the IFAC member body in ensuring the individual 
possesses the required competence and capabilities to be an audit professional.  It is 
acknowledged that it is important, through quality control standards, to ensure audit firms 
have the experience, education and competence to perform audits.  Member bodies will 
rely on the quality control systems within audit firms to measure and assess the 
competence of individuals to meet many of the requirements prescribed in this standard.   
Member bodies may test firms quality control systems through their own quality 
assurance arrangements (e.g., practice inspections). 
 
The Education Committee can only to prescribe standards applicable to its member 
bodies, and can only prescribe requirements applicable to audit firms indirectly through 
its member bodies and the Forum of Firms. 
 

Should the standard be re-orientated to recognize the importance of firm-based 
competencies and to encourage firms to have appropriate monitoring and quality 
control processes in place to assure compliance with this standard? 

 
3.3 SMALL AUDITS AND LARGE AUDITS 
Financial statement audit engagements vary in size and complexity.  The Standard 
endeavors to prescribe a minimum level of competence all audit professionals are 
required to have, regardless of the size and complexity of the audit engagement they are 
involved in.    
 

Is the Committee satisfied the standard prescribes the competence requirements 
for all audit professionals, irrespective of the size or complexity of the audit 
engagement? 
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3.4 EDUCATION REQUIREMENTS 
Paragraph 37 sets out the basic initial education requirements for all audit professionals, 
before they have substantial involvement in financial statement audit assignments.  This 
prescribes the need for a candidate to be a professional accountant, and thereby have met 
the requirements of IES 1 to 6, and be meeting the requirements of IES 7, and also to 
hold an undergraduate degree. 
 

Is the Committee satisfied that all audit professionals require an undergraduate 
degree? 

 
3.5 KNOWLEDGE CONTENT 
The knowledge requirements for audit professionals are prescribed in the areas of 
financial statement audit knowledge, financial accounting and reporting, and information 
technology.  The specific knowledge requirements for audit and financial accounting 
knowledge are based on the applicable standards, be they international, and/or national or 
local equivalents.   
 

Does the Committee think it appropriate to prescribe knowledge of international 
and/or national or local equivalents for all audit professionals?   
 
Should the knowledge requirements for those involved in specialist industries and 
environments, specifically those involved in transnational audits, be changed to 
prescribe knowledge of international standards, regardless of the standards 
applied in their home jurisdiction? 

 
3.6 PRACTICAL EXPERIENCE REQUIREMENTS  
The proposed draft reflects the need to prescribe the required minimum for relevant 
practical experience, and prescribing a substantial proportion of that experience be gained 
in financial statement audit work.   
 
The objective of the period of practical experience is to enable the individual to develop 
and demonstrate the competence and capabilities required of an audit professional, and to 
apply the range of knowledge and skills prescribed in the standard.   
 

What type and level of practical experience would be considered as relevant to 
the role of the audit professional? 
 
What portion of the relevant practical experience should be in financial statement 
audit work? 
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3.7 THE AUDITOR 
Currently, no additional knowledge, skills, practical experience, or professional values, 
ethics or attitudes are prescribed for the auditor, over and above what is required for the 
audit professional. 
 

Are there any specific additional knowledge and skill areas which should be 
prescribed for the Auditor? 

 
 
3.8 SPECIALIST INDUSTRIES AND ENVIRONMENTS 
The proposed standard introduces a new section discussing the specific issues to be 
considered for those audit professionals involved in financial statement audits of 
specialist industries and environments, including transnational audit assignments.  It is 
likely to be difficult for member bodies to monitor and assess this aspect of the standard, 
and instead much reliance will be placed on audit firms.   
 

Is the Committee satisfied with the content of this section, or should greater 
emphasis be drawn to the reliance and responsibility of the audit firms to ensure 
audit professionals have the required competence and capabilities for these types 
of audit engagements? 
 
Should any specific additional knowledge and skill areas be prescribed for those 
involved in specialist industries or environments? 

 


