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INTRODUCTION 

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

the revision of IES 2. Specifically, the paper will (1) provide updated background 

information on the revision of IES 2; and (2) identify issues for discussion  

 

BACKGROUND INFORMATION 

2. IES 2 Content of Professional Accounting Educations Programs became effective 1 

January 2005.  The revision of IES 2 is part of the larger project of the IAESB that 

aims to revise and redraft all standards IES 1-8.  

3. IES 2 is being reviewed to identify the matters that require redrafting following the 

conclusion of the Framework and Drafting Conventions project, and to consider 

whether any of the content needs to be revised in light of experience of member 

bodies or changes in the global accounting environment.  

4. The review of IES 2 was initially undertaken under the direction of a single task 

force revising IESs 1-5. At the May 2010 meeting of the IAESB in Copenhagen, the 

IAESB considered an Issues Paper on IES 4 ―Professional Values, Ethics and 

Attitudes‖ which asked the question: ―Should the program content of IES 4 be 

revised into a learning outcome format?‖ Following discussion, the IAESB 

supported this approach for IES 4 and in the subsequent discussion of the review of 

IES 2, agreed that as part of the revision of IES 2 that it should also be redrafted 

using an output-based approach or learning outcome format. The current IES 2 

focuses on specifying the required content of topic/subject areas.  The output-based 

or learning outcome approach is consistent with the move to a principles-based 

approach and also with the language used in the IAESB Framework referring to the 

development of competence. 

5. It was agreed by the IES 1 – 5 Taskforce that to assist the Taskforce and IAESB in 

future discussions concerning IES 2, a paper providing information on an output-

based or learning outcome approach would be prepared.  A working party 

comprising Mark Allison and Ann Lamb from ICAS was set up to prepare an 

information paper on a learning outcome approach and taxonomy, which was 

presented at the November 2010 IAESB meeting. 
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6. At the March 2011 meeting of the IAESB, a new IES 2 Taskforce chaired by Kim 

Langfield-Smith was constituted to continue the work undertaken by the working 

party and the IES 1-5 Taskforce, and to complete the revision project for IES 2. 

IAESB Meeting November 2010 

7. At this meeting, the Taskforce presented a taxonomy which comprised a range of 

verbs that could be used describe each level of learning outcome. (The taxonomy is 

included as Appendix 2.) 

8. The Board was asked to consider: 

a) whether the levels and verbs identified in the proposed taxonomy are 

appropriate for accounting education in general, and specifically should they 

be used to draft learning outcomes in IES 2; 

b)  whether other verbs are more appropriate than those selected. 

The Board was positive about IES 2 being revised into an output-based or learning 

outcome format and for a specific taxonomy to be developed for use by the IAESB.  

It was recognized that this paper was the first stage in a longer process to redraft 

IES 2, but there was support for the approach being followed.  The view was also 

expressed that this approach would be helpful to the profession and would help 

improve the understandability of the requirements of IESs.  It was noted that the 

revised IES 2 would not contain references to Bloom’s taxonomy, which had been 

provided to the Board as background and to set the proposed approach in context. 

9. To illustrate how this approach could be applied to IES 2 the taskforce selected 

three knowledge areas, Financial Accounting and Reporting, Marketing and 

Corporate Governance.  For each area, the content of the current version of IES 2 

was presented, followed by a Learning Outcome version.  Following discussion, the 

Board agreed that for the next IAESB meeting, the working party would prepare a 

more extensive illustration of selected content elements of IES 2 using this 

approach.   

CAG Meeting February 2011 

10. The CAG received a progress report on the work being undertaken on IES 2 which 

provided information on the proposed taxonomy and illustrations of how an output-

based or learning outcome approach might be introduced.  It was recognized that 

this project was in the early stages and there was a great deal of work required to 

revise this IES.  The CAG noted that it would receive regular updates on progress 

over 2011 and into 2012. 

11. There was strong support expressed by the CAG for the use of taxonomy and the 

proposed learning outcome approach being introduced to IES 2.  It was recognized 

that this approach would make the standard more effective by helping bring greater 

consistency and clarity across member bodies and this would be welcomed.  Greater 

clarity on the breadth and depth of knowledge required by a professional accountant 

was also welcomed.  

12. After reviewing the illustrations on learning outcomes CAG members suggested 

that more work was needed to set the learning outcomes at the ―right difficulty‖ 

level to make them meaningful and rather than generic. CAG members suggested 
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that the learning outcome approach needed to include more examples of synthesis 

and integration skills for an individual progressing through IPD. 

 

IAESB Meeting March 2011 

13. The Taskforce provided the Board with an extended illustration of how a learning 

outcomes approach could be used within IES 2.  The Taskforce approached this in 

two stages.  

i. A review of the areas of knowledge currently included in IES 2 paragraphs 

23 and 25 to ensure they reflect the current breadth of core knowledge 

required by a professional accountant.   

ii. Identification of the appropriate depth of knowledge or competence for the 

core areas required by a professional accountant on completion of IPD for 

each of the areas of knowledge.  

14. In the review of the areas of knowledge currently listed in IES 2 paragraphs 23 and 

25, the Taskforce presented the following changes: 

 Financial accounting and reporting was split into two separate knowledge 

areas of Financial Accounting and Financial Reporting; 

 Audit and Assurance was split into two separate knowledge areas of Audit 

(being the audit of historical financial statements) and Assurance; 

 Management Accounting and control was split into two separate knowledge 

areas of Management Accounting and Business Control; 

 Finance and financial management was split into two separate knowledge 

areas of Finance and Financial Management; 

 New knowledge areas of Risks, Sustainability were added; 

 Marketing was incorporated under the Management knowledge area; and 

 Business Ethics, Professional values and ethics were considered to have 

been covered by the redrafted IES 4. 

15. Taking these changes into account, the current paragraph 14 of IES 2 was redrafted 

as follows: 

The content of the program of professional accounting education shall consist 

of: 

a) Financial Accounting; 

b) Financial Reporting; 

c) Management Accounting; 

d) Business Control; 

e) Taxation; 

f) Auditing; 

g) Assurance; 

h) Finance; 

i) Financial Management; 

j) Risks 

k) Business Law; 
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l) Economics; 

m) Business Environment; 

n) Corporate Governance; 

o) Quantitative Methods; 

p) Organizational Behavior; 

q) Management; 

r) Strategy; 

s) Globalization; and 

t) Sustainability.‖ 

 

16. The Board responses were as follows: 

i. Support for the addition of the new areas of knowledge.  

ii. Information technology needed to be included. 

iii.  The 13 areas of knowledge needed to be clustered into smaller number of 

groups, and various options were suggested.  

iv. The complete removal of ethics to IES 4 from IES 2 was supported by only 

some of the Board. 

17. The next stage was to identify the appropriate depth of knowledge or competence 

required by a professional accountant on completion of IPD for each of the 13 areas 

of knowledge. Each area of area of knowledge was mapped against the six 

categories of the taxonomy: knowledge, comprehension, application, analysis, 

synthesis, and evaluation. (See Appendix 2 for the mapping.) 

18. The Board considered the levels identified in the mapping and there were mixed 

responses. In summary: 

i. There was support for inclusion of the categories of ―knowledge‖ in a 

revised IES 2, but it was suggested that some of the other categories may be 

more relevant for IES 3, which focuses on skills.   

ii. The role of a professional accountant might need to be clarified before the 

appropriate category for each knowledge area can be determined.  

19. The breadth and depth of knowledge required by a professional accountant on 

completion of IPD was discussed.  It was noted that for some IFAC member bodies 

the depth of knowledge set in a particular area could be deemed to be too high.  The 

Taskforce suggested a ―comply or explain‖ approach could be adopted whereby 

those member bodies that do not incorporate certain areas within their professional 

accounting education to the depth identified by IES 2 would provide a detailed 

explanation of the learning outcomes not included and the rationale for this.  It was 

also recognized that for some IFAC member bodies, the depth of knowledge set in a 

particular knowledge area could be deemed to be too low.  Member bodies that 

wished to set elements of the syllabus above the level specified in IES 2 would be 

able to do so. 

The Board did not present a unified response to the suggestion that a ―comply or 

explain‖ approach be adopted in the revised IES 2. 
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20. The Taskforce provided a detailed illustration of a learning outcome approach for 

each of the 13 areas, using the categories identified by the mapping, to demonstrate 

how the detailed content of IES 2 could be drafted. The Board responses were as 

follows: 

i. There was strong support for including only brief requirements rather than 

topic by topic requirements.  

ii. The requirements could be more generic/general and not specific for each 

area of knowledge. This needed to be balanced against the need to provide 

requirements that provide clarity to stakeholders/member bodies as to their 

obligations.  

iii. The details of each knowledge area could be included in a practice 

statement, to provide implementation guidance to support the more generic 

requirements of the standard. The categories and areas matrix could be 

provided in a practice statement as an illustration. 

iv.  There was support for the need to ―time proof‖ requirements and this 

supported the inclusion of generic requirements, with details to be provided 

in a more limited-life practice statement.  

v. Consistent with the outcomes approach, revised IES 2 requirements could 

focus on requiring member bodies to undertake an outcomes approach to 

their assessment and to review/revise curriculum – adapt to current issues 

and changes – noting that some areas of knowledge need more frequent 

change. 

21. The Board noted that the purpose of the revision of IES 2 was to improve the 

standard by making it more usable for member bodies and not to adopt a more 

complex model.  

IAESB Meeting May 2011 

22. The Taskforce presented the Board with an Issues Paper which provided the basis 

for discussion by Board members on issues relating to the revision of IES 2. The 

following summarizes the Board’s discussion and suggestions. 

23. The Taskforce presented the Board with an updated list of knowledge areas and 

clusters and asked three questions: 

 Are the proposed cluster names appropriate? If not, what changes do you 

suggest? 

 Are the proposed areas of knowledge within the correct cluster?  If not, can 

you suggest some changes?  

 Do you agree with Ethics being included as an area of knowledge?  

 

The Board offered the following comments and suggestions. 

 The Board noted that the number of knowledge areas had increased and the 

titles of some of the clusters had changed since the February meeting. 

 Suggest reviewing the separation of knowledge areas into Financial 

Accounting & Reporting.  

 Competencies for government organizations have not been considered. 

 Needs to be a greater emphasis on Information Technology. 
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 There were mixed views as to whether ethics knowledge should be included in 

IES 2, given its coverage in IES 4. 

 The Board will need to consider how IEPS 2 is integrated into framework. 

 Knowledge of business systems and controls on systems needs to be included 

in the knowledge areas. 

 Clarify whether there should be a broad-brush based approach to describing 

knowledge areas in the requirements section. 

 Consider Organization Systems and Internal Controls as a separate area of 

knowledge. 

 There may need to be a reduction in the number of clusters. 

The Board requested the Taskforce revisit the areas of knowledge and clusters 

presented at the February meeting and take into consideration the Board suggestions 

provided above and at the February meeting. 

24. The Taskforce presented Draft Requirements for the revised IES 2 to replace the 

requirements in the current IES 2, which appear in paragraphs 11 to 14, 23, 15 and 

28.  In line with Board support for the requirements of the revised IES 2 to be brief, 

generic and stand the test of time the taskforce provided the following requirements 

(bolding is added to highlight the intended focus of each requirement).  

 Draft Requirements Source of the Draft Requirement / 

Equivalent Requirement in the 

Current IES 2 

1 IFAC member bodies shall require the 

period of accounting study to be of 

sufficient time and intensity so that 

aspiring accountants gain appropriate 

competence across all of the specified 

areas of knowledge. Such study should 

lead to knowledge and competence 

equivalent to an undergraduate degree 

in accounting. 

Replaces current paragraph 11. 

11 Professional accounting study 

should be a part of the pre-

qualification program. This study 

should be long enough and 

intensive enough to permit 

candidates to gain the professional 

knowledge required for 

professional competence. 

2 The content of a professional 

accounting program shall consist of 

the following areas of knowledge:  

 Assurance and related services 

 Financial Accounting and Reporting 

 etc 

 

Replaces current paragraphs 14, 23, 25 
and 28. 

14  The content of professional 
accounting education should 
consist of: 

 accounting, finance and related 

knowledge; 

 organizational and business 

knowledge; and 

 information technology 

knowledge and competences. 

Paragraphs 23, 24 and 28 list the areas 

within the three ―clusters‖. 

3 IFAC member bodies shall adopt a 

learning outcomes approach to ensure 

As suggested at February Board 

meeting – see paragraph 20 (v) above. 
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that aspiring accountants achieve the 

appropriate level of competence in each 

area of knowledge.  

4 IFAC member bodies shall design a 

program of accounting study that 

recognizes the different types of 

learning outcomes appropriate for 

each area of knowledge and different 

intended roles of aspiring accountants.   

A response to the Board suggestion 

that different learning outcomes may 

attach to different accounting roles. 

5 IFAC member bodies shall regularly 

review the content of their curriculum 

in the light of changes in the accounting 

and business environment.   

As suggested at last Board meeting – 

see paragraph 20 (v) above. 

6 IFAC member bodies shall establish 

appropriate assessment processes to 

measure the competence of aspiring 

accountants in relation to the areas of 

knowledge.  

Similar to the requirement in 

paragraph 12 of Exposure Draft IES 4. 

 

25. The levels of learning from ―knowledge‖ to ―evaluation‖ for each area of 

knowledge were not included in the Requirements. The Taskforce suggested that 

their inclusion may not be consistent with the Board direction for the requirements 

to be brief and generic. Rather, some examples could be included in the Explanatory 

Material of IES 2 to further explain the meaning of a Learning Outcomes Approach 

and a more complete example using a matrix could be included in a practice 

statement to assist implementation. However, the Taskforce was also conscious of 

the need to find a balance between adopting a principles-based approach, which 

might lead to a lack of clarity in the requirements, and being overly prescriptive in 

the new requirements. 

26. The second sentence in draft Requirement 1, in italics, referred to ―the knowledge 

and competence equivalent to an undergraduate degree in accounting‖. In its current 

form, this sentence could be considered too prescriptive and possibly difficult to 

interpret in some jurisdictions. However, including only the first sentence in this 

requirement may provide insufficient guidance to stakeholders.  

27. The Taskforce proposed to not include the following existing paragraphs in the 

revised IES 2. These are: 

 Paragraph 12, which requires the knowledge component of a ―pre-

qualification education‖ to consist of ―at least two years of full-time study 

(or the part-time equivalent)‖. This is seen as too prescriptive and it is 

difficult to argue a case for two years being the appropriate minimum time 

period. The Taskforce suggests that the ―two year period‖ might be 

included as an example in the Explanatory Material. 

 Paragraph 13, which requires students to ―pursue a degree in accounting, 

or a professional qualification, to gain the knowledge‖. This is not in line 

with the current practice of many member bodies and the Taskforce is not 
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aware of any evidence that supports the completion of a degree as a more 

effective way for aspiring accountants to attain the required levels of 

competence, compared to other pathways. A ―professional qualification‖ is 

also suggested in paragraph 13 and this seems to be a rather circular 

requirement as we might assume that all aspiring accountants gain a 

professional qualification/registration/license to practice at the end of IPD. 

28. The proposed requirements highlight the need for new definitions to be included in 

the Explanatory Material and in the Glossary and possibly in the scope paragraphs 

(as in the Exposure Draft IES 7).  

29. The Taskforce sought advice from the Board on the following questions:  

 Is the principles-based approach adopted in the proposed draft requirements 

likely to provide sufficient guidance for member bodies?  If not, what are your 

suggestions? 

 Do you agree with the wording and content of each of the proposed 

requirements?  If not, can you provide some improvements? 

 Do the six proposed requirements as a whole provide sufficient coverage of the 

essential principles that need to be covered in the revised IES 2? If not, can 

you suggest any additional requirements?  

 Do you have any specific suggestions for Explanatory Materials section that 

could be included in the revised IES 2 to clarify specific requirements?  

30. The Board offered the following comments and advice: 

 Consider broadening requirement 4 to ensure the inclusion of Universities. 

 Suggest deleting competence in the phrase, ―.. knowledge and competence ..,‖ 

in requirement 1. 

 There was a concern as to whether requirements 1 to 6 could be enforced by 

member bodies. 

 There are examples of competency matrices in the literature and with member 

bodies which could act as source material. 

 Suggest that learning outcomes be more prescriptive.  

 Clarify what roles are being covered in IES 2 as there needs to be flexibility 

with the type of knowledge and levels of performance. 

 Suggest adopting a ―comply or explain‖ approach - this approach will need to 

considered for IES 8 also. 

 Consider how the changes to the definition of the professional accountant may 

impact on the standards and how accounting technicians may be included.  

 Many universities have not moved in the direction of competency matrices. 

 Consider the time and resources needed to implement this type of matrix. 

 Consider how the competency matrix will be positioned within the standard - 

should it be included in the Requirements section or in the Explanatory 

Material section? This might be resolved be identifying working examples and 

referring to websites that contain curriculum. 

 The CAG needs to be consulted on taxonomy and learning outcomes. 

31. The current title of IES 2 is Content of Professional Accounting Education 

Programs. At the November 2010 meeting, there was support from the Board that 

IES 2 should focus on knowledge and not move into the area of professional skills.  
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The current title does not imply that IES 2 is limited to knowledge.  The revised IES 

2 will also require stakeholders adopt a Learning Outcome approach, emphasizing 

competence, so will not be limited to a prescription of the content of areas of 

knowledge.  Thus, the Taskforce suggested the following new title: Knowledge and 

competence required in professional accounting education programs.  

The Board did not have sufficient time to consider this issue. 

 

32. The Board advised that the CAG be consulted in relation to the knowledge areas 

framework and that the Taskforce bring to the October Board meeting revised 

requirements for discussion. 

 

Actions taken following the IAESB and taskforce meetings 

33. Immediately following the Board meeting in Toronto, a combined meeting of the 

IES 2 and 3 task forces agreed the following approach: 

 The task forces will be kept separate but will work closely together. 

 Duplication between IES 2, 3 and 4 will be eliminated. 

 We will seek to adopt a common framework across the three standards 

which may then be adopted by IES 8. 

 A learning outcomes approach will be used. The level of competence will be 

aimed towards that which is currently achievable by 80% of member bodies, 

with the remainder having to ―comply or explain‖. 

34. The IES 2 task force met by teleconference in July 2011 to review a revised list of 

knowledge areas, cluster names and learning outcomes. The task force agreed on the 

following: 

 The set of assumptions underlying the development of the learning outcomes 

needs to be clearly articulated. (See Para 44.)  

 The IAESB taxonomy and definitions of levels and verbs could be placed in 

the Appendices to the Framework as they are not specific to IES 2.  

 The style of the detailed Requirements for competences need to be 

considered as does the level of detail for each knowledge area. 

 The division between the Audit and Assurance learning competences 

presented in IES 2 and IES 8 needs to be discussed in conjunction with the 

IES 8 Taskforce, to ensure that IES 2 captures the required competency of a 

generalist professional accountant compared to an audit specialist. For the 

other knowledge areas where there is the potential for specialisation (e.g. 

taxation, management accountant) a similar approach needs to be adopted.  

35. The chairs and secretaries of IES 2, IES 3 and IES 8 held a phone conference in 

September to discuss common issues and approaches to the revision of the three 

standards. Some of the issues that were discussed are in the paragraphs below for 

consideration by the CAG.  

CAG Meeting September 2011 

Clusters and areas of knowledge 

36. The CAG was presented with the list of clusters, areas of knowledge and 

some draft competence requirements (see Appendix 1). There were no 
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suggestions for changes in the names of the clusters or in the reallocation 

of areas of knowledge areas within each cluster. 

CAG comments: 

 Clusters could be ordered in a ―natural sequence‖ of study within accounting 

programs. That is, starting with Financial Accounting and ending with 

Auditing.  Or the ―core areas‖ of an accounting program (e.g. financial 

accounting, finance, law) could be listed before ―support areas‖ (e.g. 

management, quantitative analysis). 

 The Scope paragraph needs to set out the overarching purpose of IES 2, and 

its relation to other IESs. 

 The areas of knowledge can be covered by member bodies in many different 

ways and the identification of the clusters and areas of knowledge should not 

be taken as prescriptive of where or how topics should be covered.  

 

Specific comments on competences  

 The more detail we provide in the competency requirements, the more 

challenges we will have. 

 Professional skepticism and professional judgment is missing (in the Audit 

area) and this could create concern with some regulators, but it was noted 

that this covered in IES 3.  

 Try to weave the public interest and ethical considerations into the Auditing 

competences. 

 Do not limit audit to external financial statements, consider internal auditing 

perspective 

 A competence that could be included in some clusters is ―knowing when to 

go to experts for assistance‖ – knowing what you do not know.  

 Integrated reporting could be mentioned under financial reporting. 

 Omit the ―current issues‖ competences. 

 Be consistent in terminology – use ―organization‖ rather than business, 

enterprise, entity.  

 Review placement of risk management—does it belong under strategy or 

financial management or auditing. 

 

Assumptions and principles guiding the development of competences  

37. There was general support for the assumptions and principles underlying the 

competence requirements and the level of detail of the competence requirements 

(See paragraph 44). The CAG was asked if they could suggest criteria that could 

guide the decision as to the appropriate level of detail (number of competences) that 

should be in each area of knowledge. However, no specific criteria were suggested. 

 

CAG comments: 

 The assumptions/principles need to be included in the Explanatory Material. 

 For assumption xi) (see Para 44) we need to ensure that it is not seen as 

weakening the competences. The 80% criteria should not be specified in the 

IES. 
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 A new assumption – the competences that are specified provide the 

foundation competences that enable the professional accountant to develop 

further competences in any area in which they choose to specialize. 

 In relation to the Taxonomy and Matrix (see Appendices 2 and 3). 

o The six ―levels‖ of the taxonomy are not linear. 

o A competence in an area of knowledge may extend to levels 5 and 6, 

but it may relate to a simple or difficult topic.  

o For each knowledge area, need to review how far the competences 

extend across the 6 levels of the Matrix, in particular consider the 

gaps in the taxonomy and the appropriateness of levels 5 and 6 for 

each knowledge area. 

o There is an expectation of the ability to integrate at levels 5 and 6 

which needs to be expressed explicitly in the definition of those two 

levels  

 

Format for the competence requirements  

38. Three options were presented to the CAG for presentation of the competence 

requirements (see Paragraph 41). The balance of support was for Option 2, for 

reasons of clarity. In addition,  

 The individual competence requirements should be numbered, not listed in 

dot points. 

 The CAG would like to review how these requirements look in the draft IES. 

 Option 1 was also of interest to some CAG members.  

There was support for inclusion of the Taxonomy in the standard as an appendix, as 

readers may miss it if it was included in the Framework.  

 

Draft requirements for IES 2 

39. The CAG was presented with some draft requirements, which were a revision of 

those presented at the May 2011 IAESB meeting (see Paragraph 24).  

The CAG suggestions are as follows: 

 Minor wording for the proposed requirements. 

 In the light of the stated assumptions, Requirement 5 should be deleted.  

 Should requirement 1 be more prescriptive? (Does it need a time reference 

e.g. specify at least two years.) 

 Will the extent of the competence requirements help ensure that sufficient 

―rigor‖ is captured in the standard? Review to determine if level of difficulty 

is captured appropriately by verbs. 

 

 

DISCUSSION 

 

40. In developing the revised IES 2, the Taskforce seeks the direction of the IAESB in 

four areas: 
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 The appropriateness of the names and identification of the eight clusters and 

the areas of knowledge associated with those clusters; 

 The appropriateness of the assumptions/principles underlying the 

development of the competences; 

 The best format for presenting the competency requirements; 

 The appropriateness of other proposed draft requirements. 

 

Clusters and areas of knowledge 

41. Following advice from the IAESB at the May 2011 meeting, and after studying 

structures used in the competency frameworks of the Common Content project and 

some IFAC member bodies, the Taskforce has clustered 28 areas of knowledge into 

eight clusters.  The proposed structure of clusters and knowledge areas can be found 

in Appendix 1.  

42. In evaluating any proposed clustering, the Taskforce suggests a relevant criterion is 

whether the proposed clustering provides a structure that facilitates clarity and uses 

cluster names that are readily understood by the stakeholders that are implementing 

the standard.  As the clustering adopted in IES 2 is likely to be used in subsequent 

practice statements, and in competency maps used by member bodies, this supports 

adoption of a small number of clusters with easily understood titles.  

43. The CAG at its September meeting supported the names of the clusters and the 

associated areas of knowledge subject to some minor changes (see Paragraph 36) 

which will be considered by the Taskforce following this Board meeting.  

 

 

 

Assumptions and principles guiding the development of competences  

44. The draft list of competencies for each knowledge area is provided in Appendix 1 

and the IAESB taxonomy can be found in Appendix 2.  In developing the 

competences list, the Taskforce adopted the following assumptions and general 

principles: 

i) The list of competences will be included as Requirements in the revised IES 

2. This will enable them to have a level of authority;  

ii) The requirements take a learning outcomes approach; 

iii) These are required competences of the generalist entry-level professional 

accountant when they enter the profession, no matter what their future 

intended role or specialization; 

iv) The requirements apply to professional accountants working in profit-

oriented organizations in a non-specialist industry, and are not aimed 

specifically at financial services, government or not-for-profit contexts; 

Action requested: 

1) Are the proposed cluster names appropriate? If not, what changes 

do you suggest? 

2) Are the proposed areas of knowledge allocated to the appropriate 

cluster? If not, can you suggest some changes? 
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v) The focus is on the competences of the individual professional accountant, 

not the team, who is working independently;  

vi) Verbs selected from the IAESB’s taxonomy to describe a competence imply 

that lower level competences have been achieved (for example. to ―analyze‖ 

assumes that the underlying knowledge can be ―defined‖); 

vii) Requirements for competences of complex areas are aimed at lower levels 

while less complex areas may be aimed at higher levels of knowledge (e.g. 

financial instruments is considered a complex area and verbs used to 

describe learning outcomes are at the ―knowledge‖ and ―comprehension‖ 

level, not the ―evaluation‖ level); 

viii) Learning outcomes for each area are listed in order of the levels in the 

IAESB’s taxonomy. 

ix) A key issue is deciding on the “highest” learning outcome that is 

appropriate for a generalist entry-level professional accountant, before the 

learning outcomes are more relevant for a specialist accounting role. The 

only example that we have at the moment that we can test is the audit 

specialist. Thus, we need to decide where the learning outcomes for IES 2 

finish and those for IES 8 start. For IES 2 we have assumed that learning 

outcomes for audit and assurance finish at the ―application‖ level, as the 

higher level learning outcomes are more suitable for IES 8; 

x) We assume that for the generalist entry-level professional accountant the 

learning outcome requirements for audit and assurance are captured in IES 

2, but then the professional accountant engages in CPD to increase his/her 

competence in audit and assurance. When the person attains sufficient 

competence and becomes a specialist auditor then they would be expected to 

have attained the learning outcomes specified in IES 8. A similar 

progression may be envisaged for other specialist roles, such as tax 

accountant, financial accountant or management accountant.  

xi) A difficulty in setting the standard for learning outcomes it where to position 

the level. As agreed by the Board the levels of learning outcomes are not 

intended to represent minimum levels of competence, or even best practice. 

Minimum levels are unlikely to lead to the raising of the level of 

competence of the professional accountant globally. We intend that the 

competences could be achieved by at least 80% of member bodies (noting 

that this it is difficult to determine).  For some member bodies such learning 

outcomes levels would be aspirational, so a ―comply or explain‖ approach is 

assumed. Member bodies who do not comply would need to specify an 

action plan to demonstrate the steps they will undertake to reach compliance 

in the future, as per the SMOs. 

  

45. An issue that the Taskforce has debated is the level of detail at which the 

competences should be presented.  For some areas of knowledge nine competences 

have been developed, whereas for other areas there are far fewer.  (Please note that 

the competences listed in Appendix 1 are preliminary and need further work.) While 

the number of competences within each knowledge area could be related to the 

significance or importance of that knowledge area, there may be other criteria that 

could be considered.  
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46. The Taskforce is aware that some clusters/areas of knowledge may be regarded by 

stakeholders as more critical to the competence of a professional accountant and this 

may be signalled within the revised standard.  The ordering of the clusters and the 

level of detail of the competences within each knowledge area may provide a way 

of conveying these signals.  Accordingly, the CAG suggested that the clusters be in 

reordered in the ―natural sequence‖ of study within accounting programs. That is, 

starting with Financial Accounting and ending with Auditing.  Also, the ―core 

areas‖ of an accounting program (e.g. financial accounting, finance, law, auditing) 

could be listed before the ―support areas‖ (e.g. management, quantitative analysis).   

 

 
 

 

Format for the competence requirements  

47. The new requirements for competences will be considerably more detailed than the 

current IES 2 requirements and possibly more detailed that those in the other 

revised IESs. Thus, it is important that the requirements are presented in a way that 

aids understanding and clarity. After discussion with the chairs and secretaries of 

the IES 3 and IES 8 taskforces, the following options are presented. 

 

Option 1 

The competencies are listed in full in the Requirements section, with appropriate 

sub-headings. The following style may be adopted. 

 

Learning outcomes for financial accounting and financial reporting 

Member bodies shall require that at the end of IPD professional accountants have 

the following competences in the area of financial accounting and financial 

reporting: 

Financial accounting 

 Explain the components of primary financial statements; 

 Prepare books of prime entry and period-end accounts using double-entry 

bookkeeping; 

 Apply generally accepted accounting principles to a range of business 

transaction; 

Financial reporting 

 Classify financial information for consistent disclosure in published 

financial statements; 

 Interpret financial statements; 

Action requested: 

3) Are the assumptions and principles listed above appropriate for the 

development of the competence requirements for IES 2? If not, what 

changes do you suggest? 

4) At what level of detail should the competences be expressed for each 

area of knowledge?  

5) Can you think of criteria that could be used to guide this decision? 
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 Construct primary financial statements in accordance with regulations and 

law across a range of businesses and complex transactions; 

 Analyze financial reporting needs and establish the necessary systems; 

 Evaluate accounting treatments used in published financial statements. 

 

The dot points could be replaced by second level paragraph numbers: 4.1, 4.2, 4.3, 

etc.  

 

 

Option 2 

The competences may be included in the requirement using a Table similar to that 

provided in Appendix 1. This is an efficient way to present the requirement for 

competences but the style may not be consistent with that adopted for requirements 

in other standard.  

 

Option 3  

The third option is inclusion of a competence matrix in the Requirements Section.  

 

The preference of the CAG was to adopt Option 2. 

 

48. For any of the three options, the Taskforce suggests that the structure of the IAESB 

taxonomy may be included as an appendix to the Framework, as a part of, or in 

addition to the Glossary. The verbs used in the taxonomy need to be defined and 

included in the Glossary  

 

 

 

Draft requirements for IES 2 

49. The requirements in the current IES 2 appear in paragraphs 11 to 14, 23, 15 and 28.  

In line with Board support for the requirements of the revised IES 2 to be brief, 

generic and stand the test of time, the Taskforce provides the following draft 

requirements (bolding is added to highlight the intended focus of each requirement).  

 Proposed Draft Requirements Source of the Draft Requirement / 

Equivalent Requirement in the 

Current IES 2 

1 Member bodies shall require the 

accounting education program to be of 

sufficient time and intensity to enable 

aspiring professional accountants to 

Replaces current paragraph 11. 

11 Professional accounting study 

should be a part of the pre-

qualification program. This study 

Action requested: 

6) Do you prefer Option 1 2 or 3? If not, can you suggest another option?  

7) Do you support the Taxonomy being included in an appendix in the 

Framework?  
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gain appropriate knowledge.  should be long enough and 

intensive enough to permit 

candidates to gain the professional 

knowledge required for 

professional competence. 

3 Member bodies shall adopt a learning 

outcomes approach to ensure that 

aspiring professional accountants 

achieve the appropriate level of 

competence in each area of knowledge.  

This requirement may be redundant 

given that the next set of requirements 

addresses the specific competences for 

each knowledge area.  

4 Member bodies shall require that at the 

end of IPD professional accountants 

have the following competences.... 

(list the specific competences for each 

cluster /area of knowledge ) 

Replaces current paragraphs 14, 23, 25 
and 28. 

14  The content of professional 
accounting education should consist 
of: 
 accounting, finance and related 

knowledge; 

 organizational and business 

knowledge; and 

 information technology knowledge 

and competences. 

Paragraphs 23, 24 and 28 list the areas 

within the three ―clusters‖. 

6 Member bodies shall regularly review 

the content of their curriculum in the 

light of changes in the accounting and 

business environment.   

As suggested by Board at the February 

meeting. 

7 Member bodies shall establish 

appropriate assessment processes to 

measure the competence of aspiring 

professional accountants in relation to 

the areas of knowledge.  

Similar to the requirement in 

paragraph 12 of Exposure Draft IES 4. 

 

50. The Taskforce propose to not include the following current paragraphs in the 

revised IES 2. These are: 

 Paragraph 12, which requires the knowledge component of a ―pre-

qualification education‖ to consist of ―at least two years of full-time study 

(or the part-time equivalent)‖. This is seen as too prescriptive and it is 

difficult to argue a case for two years being the appropriate minimum time 

period. The Taskforce suggests that the ―two year period‖ might be 

included as an example in the Explanatory Material. However, we note a 

suggestion of the CAG that the ―two year period‖ could be retained. 

 Paragraph 13, which requires students to ―pursue a degree in accounting, 

or a professional qualification, to gain the knowledge‖. This is not in line 
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with the current practice of many member bodies and the Taskforce is not 

aware of any evidence that supports the completion of a degree as a more 

effective way for aspiring accountants to attain the required levels of 

competence, compared to other pathways. A ―professional qualification‖ is 

also suggested in paragraph 13 and this seems to be a rather circular 

requirement as we might assume that all aspiring accountants gain a 

professional qualification/registration/license to practice at the end of IPD. 

51. A further consideration is that the new competence requirements are presented 

within areas of knowledge, and there may be a need for a separate requirement that 

requires aspiring professional accountants to be able to integrate areas of 

knowledge.  

 

 

 

Proposed way forward 

52. The Taskforce will take into account the directions of the Board and the suggestions 

of the CAG in revising the requirements of the revised IES 2, with the aim of 

presenting a revised draft of the standard and an Issues Paper for discussion at the 

March 2012 IAESB meeting.   

Action requested: 

8) Do you agree with the wording and content of each of the proposed 

requirements?  If not, can you provide some improvements? 

9) Do you consider that an “integration competence” be included as a separate 

requirement?  

10) Do the proposed requirements as a whole provide sufficient coverage of the 

essential principles that need to be covered in the revised IES 2? If not, can 

you suggest any additional requirements?  

11) Do you have any specific suggestions for Explanatory Material that could be 

included in the revised IES 2 to clarify specific requirements?  

12) Do you have any additional comments that you would like to add in relation 

to the revision of IES 2? 
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Appendix 1 

Draft Clusters, Areas of Knowledge and Competence Requirement for IES 2 

 

 The competences are presented in a table to aid discussion. The table format is 

similar to how Option 2 might appear in the revised IES 2 (see Paragraph 47), 

except that the dot point would be replaced with numbered requirements. 

 Some competencies have been edited in line with CAG suggestions – see 

Strikethrough text. 

 The order of the clusters will be revised after the October IASEB meeting, taking 

into account CAG comments and Board direction. 

 The strikethroughs are changes suggested by the CAG at the September 2011 

meeting. 

 

Cluster name Area of knowledge Competences 

1. Audit and 

assurance 
 Audit   Explain the need for, and nature of, 

third party assurance in relation to 

audit 

 Define the role and responsibilities 

of an external auditor  

 Identify and explain the audit 

objectives 

 Explain the principles of collecting 

and assessing evidence 

 Apply the process of planning, 

performing and completing the 

audit of historical financial 

statements  

 Apply International Auditing 

Standards or other relevant 

Standards or legislation and 

guidance to an audit engagement 

 Prepare an appropriate audit report 

in accordance with professional 

standards 

 Explain current issues in auditing  

 Assurance  Explain the need for, and nature of, 

third party assurance  

 Identify and explain the objectives 

of an assurance engagement 

 Apply the process of planning, 

performing and completing 

significant elements of assurance 

service engagements 

 Explain current issues in assurance  
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2. Financial 

accounting and 

reporting 

 Financial Accounting  Explain the components of primary 

financial statements 

 Prepare books of prime entry and 

period-end accounts using double-

entry bookkeeping 

 Apply generally accepted accounting 

principles to a range of business 

transactions 

 Financial reporting  Classify financial information for 

consistent disclosure in published 

financial statements 

 Interpret financial statements 

 Construct primary financial 

statements in accordance with 

regulations and law across a range of 

businesses and complex transactions 

 Analyze financial reporting needs 

and establish the necessary systems 

 Evaluate accounting treatments used 

in published financial statements 

3. Management 

accounting 
 Management 

accounting 

 Prepare an entity’s organization’s 

budget 

 Analyze factors influencing the 

financial performance of an entity 

organization 

 Analyze financial and other data to 

provide information for managerial 

decision making 

 Design reports, including budgets, 

that meet management decision 

needs 

 Design organisational performance 

measurement systems that align 

with organizational strategy and 

goals 

 Evaluate the components of cost 

 Evaluate performance of products 

and business segments 

 Identify IT infrastructure and 

systems needed to generate the 

necessary information for 

managerial reporting 

 Business control  Explain the principles of effective 

business control systems 

 Select business controls to address 

a variety of risks and scenarios 

 Identify the various areas of a 
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business that need effective control 

systems 

 Compare how various controls 

operate as well as their limitations 

4. Financial 

management 
 Finance  Describe the financial environment 

in which an organization functions 

 Describe different sources of 

finance available to a business 

 Explain capital market models 

 Calculate ratios used in financial 

analysis 

 Calculate the entity organization`s 

cost of capital 

 Evaluate the financial objectives of 

a business an organization 

 Evaluate investment proposal and 

business plans 

 Advise on the valuation of a 

business an organization 

 Recommend on the purchase, 

expansion or sale of a business an 

organization 

 Financial 

Management 

 Explain how financial instruments 

can be used to manage financial 

risk  

 Explain the principles of cash and 

working capital management 

 Calculate investment returns from 

competing projects 

 Construct cash flow forecasts for 

the operations of a business an 

organization 

 Recommend various financing 

options for a business an 

organization 

 Recommend the optimal financial 

structure for the long term of a 

business an organization. 

 Quantitative methods  Identify the need for specialist 

assistance in quantitative analysis  

 Interpret the results of the work of 

specialists  

 Interpret the outputs of quantitative 

analysis  

 Apply appropriate computational 

techniques to solve decision 

problems 
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 Apply the concepts of statistics and 

probability theory to problems in 

areas such as accounting, finance 

and auditing 

 Analyze business and economic 

data using descriptive statistic 

techniques 

5. Strategy and 

governance 
 Strategy  Explain the external (competitive 

environment, economic 

environment, specific industry 

requirements) and internal (key 

components of organizational 

behaviour and controls) influences 

on an organization’s strategy 

formulation 

 Explain the key elements of 

strategy formulation 

 Analyze an organization’s 

opportunities and risks 

 Analyze an organization’s 

alternative strategies  

 Corporate 

governance 

 Explain the importance of strong 

effective governance structures 

 Explain the principles of good 

corporate governance 

 Evaluate an entity’s an 

organization’s governance 

structure and identify areas for 

improvement 

 Evaluate the role of the audit 

committee and internal audit in 

governance 

 Risk management  Identify the components of 

business risk 

 Identify an organization’s risk 

management framework 

 Identify alternative courses of 

action to help manage risk 

 Analyze the organization’s risk 

management plan  

 Classify risks within a business 

risk framework 

 Sustainability  Explain the factors that contribute 

to sustainability (financial, 

environmental and social) 

 Prepare appropriate reporting of an 

organization’s sustainability 
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performance 

 Compare different approaches to 

the management, reporting and 

assurance of environmental issues 

and matters affecting sustainability 

6. Tax and business 

law 
 Taxation  Describe the national taxation 

framework including government’s 

objectives and general principles 

 Identify standard taxation 

compliance and filing requirements 

 Identify and describe the 

taxpayer’s tax profile 

 Identify international taxation 

issues affecting individuals and 

business entities organizations 

 Summarize taxation issues relevant 

to the taxpayer’s tax profile 

 Prepare tax calculations for direct 

and indirect taxes for individuals 

and business entities organizations 

 Prepare submissions for 

consideration in routine taxation 

disputes with the taxation authority 

 Advise on matters of taxation 

control and compliance in 

accordance with legal requirements 

 Analyze taxation planning 

opportunities for various business 

transactions 

 Business law  Explain legislation and regulations 

that are applicable to the role being 

performed by the professional 

accountant 

 Distinguish when to refer legal 

matters for specialist help 

 Explain different business 

organizational structures and 

relevant regulation 

7. Business and 

organizational 

environment 

 Economics 

 

 Describe the fundamental 

principles of micro- and macro-

economics  

 Interpret the affect of movements 

in key indicators of micro- and 

macro-economic activity. 

 Explain the competitive 

environment facing firms 

organizations under different types 
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of market competition (competitive 

markets, monopoly, monopolistic 

competition and oligopoly) 

 Business 

environment 

 Describe the organizational 

structures and the environments in 

which they operate, including the 

major economic, legal, political, 

social, technical, international and 

cultural forces and their influences 

and values 

 Illustrate the effect of changes in 

the business environment on the 

activities of an organization. 

 Organizational 

behavior 

 Identify the major factors within 

and external to the organization 

that influence the behavior of 

individuals within organizations 

 Explain how various theories of 

organizational behavior may be 

used enhance the performance of 

the individual, the team and 

organization 

 Summarize the strengths and 

weaknesses of major theories of 

leadership 

 Management  Describe the fundamental 

principles of management theories 

 Explain the various ways that 

organizations may be designed and 

structured 

 Explain the purpose and 

importance of functional areas such 

as human resource management, 

project management, procurement, 

technology management and 

marketing  

 Identify factors in the internal and 

external business environment that 

impact on managerial work and 

organizational performance 

 Globalization  Identify the key features in the 

global environment which affect 

international trade and finance  

 Explain the impact of legal, 

political, cultural and technological 

contexts on the processes of 

internationalization of an 
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organization  

 Describe the role of entry mode 

choice and other strategic issues 

needed to succeed in international 

business 

 Summarize the features of 

globalization, including the role of 

multinationals, ecommerce and 

emerging markets 

8. Information 

technology 
 General Computer 

Controls 

 Describe the IT components related 

to financial reporting 

 Classify the complexity of an IT 

environment and relevant general 

computer controls 

 Analyze the IT environment 

needed for financial reporting 

 IT Controls in 

Application Systems 

 Describe relevant IT controls 

needed for application systems  

 Analyze IT controls in relevant 

application systems 

 Business Continuity 

Planning 

 Explain the components of a 

business continuity plan 

 Analyze the components of a 

business continuity plan 

 Analyze the robustness of a 

business continuity plan 

 



Agenda Item 3-1 

IAESB Meeting – Cape Town, South Africa, October 25-28, 2011 

 

Prepared by: Kim Langfield-Smith, Jayne Freeman, Task Force members (October 2011) 

   Page 25 of 26 

 

 

Appendix 2 

 

IAESB Taxonomy (as per March 2011 IAESB meeting) 

 

Level & Meaning Verbs to be used in learning 

outcomes to describe the level 

 

Knowledge: 

The remembering of previously 

learned material (recall of 

facts). 

 

 Describe 

 Define 

 Identify 

 List 

 State 

 

Comprehension: 

Demonstrative understanding of 

facts and ideas by organising, 

comparing, translating, 

interpreting, giving descriptions 

and stating main ideas. 

  

 Explain 

 Illustrate 

 Interpret 

 Distinguish 

 Summarise 

 

Application:  

Using new knowledge. Solve 

problems to new situations by 

applying acquired knowledge, 

facts, techniques and rules in a 

different way. 

 

 Apply 

 Prepare 

 Calculate * 

 Solve 

 Produce 

 

Analysis: 

Examine and break information 

into parts by identifying 

motives or causes. Make 

inferences and find evidence to 

support generalisation.  

  

 Compare 

 Analyse 

 Select 

 Prioritise 

 Classify 

 

Synthesis: 

Compile information together in 

a different way by combining 

elements in a new pattern or 

proposing alternative solutions. 

 

 Develop 

 Design 

 Integrate * 

 Plan 

 Construct 

 

Evaluation:  

The ability to judge the value of 

material for a given purpose. 

 

 Recommend 

 Evaluate ** 

 Appraise 

 Advise * 

 Consider 

* Taskforce word   ** IFAC definition for this word 
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Appendix 3 

The Matrix - Level of Competency by Area of Knowledge (from March 2011 IAESB 

meeting, with updates for IT, Auditing and Assurance) 

 

After the October 2011 IAESB meeting, the Taskforce will reorder this table, to insert 

cluster names and to ensure that Clusters and Areas of Knowledge are in the same order as 

the revised table of competences in Appendix 1. 

Area of 

knowledge 

Knowle

dge 

Comprehen

sion 

Applicat

ion 

Analy

sis 

Synthe

sis 

Evaluati

on 

a) Financial 

Accounting 
X X X    

b) Financial 

Reporting 

 X X X X X 

c) Management 

Accounting 
X X X X X X 

d) Business Control  X X X   

e) Taxation X X X X   

f) Auditing 

(historical 

financial 

statements) 

X X X    

g) Assurance X X X    

h) Finance X X X X  X 

i) Financial 

Management 

 X X X X X 

j) Risks X X  X   

k) Business Law X X     

l) Economics X X     

m) Business 

Environment 
X X     

n) Corporate 

Governance 
X   X  X 

o) Quantitative 

Methods 
  X    

p) Organisational 

Behaviour 
X X     

q) Management X X     

r) Strategy X   X   

s) Globalisation X X     

t) Sustainability X   X   

u) Information 

Technology 
  X    

 


