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Committee: International Accounting Education Standards Board 

Meeting Location: Fiesta Americana Hotel, Merida, Mexico 

Meeting Date: March 7, 2012, beginning 8:00am March 8-9, 2012, beginning 8:30am

 

SUBJECT: 

 

Guidance for IES 8 – Issues and Proposals from Task Force on 
Project Proposal (03/12) 

 
 
INTRODUCTION 
 
1. The aim of this paper is to assist the IAESB in further discussion of the issues and 

further questions that require resolution in respect of the guidance to be developed 
for the revised IES 8 on audit competences.  Specifically, this paper will: 
a) provide background information on the revision of IES 8 and related 

guidance,  
b) review Task Force activity since the October 2011 meeting, 
c) consider changes proposed by the CAG, IAESB and the Task Force, 
d) present a draft of the project proposal for the guidance for IES 8, and 
e) identify issues for further discussion, consultation and direction from the 

IAESB. 
 
2. This agenda item contains the following materials: 

 

Agenda Item 10-1 Guidance for IES 8 – Issues and Proposals from Task Force 
on Project proposal (03/12) 

Agenda Item 10-2 Guidance for IES 8 – Draft Project Proposal (03/12) 

 
 
BACKGROUND 
 
3. The drafting of guidance for IES 8 is part of the larger project identified in the 

IAESB’s 2010-2013 Strategy and Work Plan that aims to redraft and revise all IESs 
1-8 by 2013. The IAESB’s plan in revising IES 8 was to: 
a) Revise the Standard’s use and interpretation of the following key definitions: 

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

b) Clarify the Standard’s explanation surrounding: 
o Precise roles in audits of entities with international operations; 
o Acceptance of the need for progression through a variety of roles, 

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

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

primarily to individuals who are practicing members of Member 
Bodies; and 
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c) Revise the Standard’s scope to clarify the following: 
o Engagement Partner Competences; 
o Specific Industries; and 
o Practical Experience. 

 
4. In addition to the areas noted above, the IES 8 Task Force, supported by previous 

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

 
5. Refer to Appendix 1 for detailed discussion points from previous meetings. 
 
 
DISCUSSION 
 
Audience the Guidance is Addressed To 

 
6. In presenting the Project Scope to the CAG, the Task Force set out that the aim of 

this project is to provide guidance to assist member bodies, and other stakeholders 
that support the professional development of engagement partners, in prescribing, 
implementing, and assessing professional development, as set out in the revised 
IES 8.  

 
7. The Task Force further broke out the types of guidance to be issued in terms of the 

primary stakeholders affected: member bodies, firms, and the individual. 
 
8. The CAG raised the concern that it wasn’t clear who would likely derive the most 

benefit. The CAG concluded that firms would derive the most benefit as they would 
be the ones implementing the requirements of IES 8 on a day to day basis. There 
appeared to be consensus that guidance directed at the firm, with supporting 
guidance for member bodies to assist them in interacting with firms, would be the 
best way to approach this project.  

  
9. The Task Force, on reflection of the CAG’s advice, noted that IES 8 is directed at 

member bodies and that member bodies are obligated, under SMO 2, to ensure, to 
their best endeavours, compliance with the Standard. The Task Force also noted 
that member bodies would have difficulty meeting this obligation without working 
interdependently with firms in implementing the requirements.  

 
10. The Task Force therefore proposes to address the guidance to member bodies, 

with specific consideration given to how member bodies work interdependently with 
firms, particularly in implementing and assessing compliance with IES 8.  

 
Action Requested: 
 
1. Does the IAESB agree with the decision to address the guidance to the member 

bodies, with specific consideration given to how member bodies work 
interdependently with firms? 
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Guiding Principles 

 
11. To be effective, the guidance should be practical, with an emphasis on simplicity 

and brevity, recognizing the interdependency between member bodies and firms, 
and should consider the following: 
a. The ability of member bodies to prescribe, implement, and assess 

compliance with the requirements of IES 8 to meet the expectations of the 
public; 

b. The need for member bodies to work effectively with firms in implementing 
the requirements of IES 8; 

c. The principles of developing competency models for an engagement 
partner; and the progressive nature of building the engagement partner 
competences within the context of an audit engagement team;  

d. The fact that the competencies expected of an engagement partner are 
likely to evolve over time and therefore the competency models may need 
updates; and 

e. The length, nature and environment of practical experience required to 
develop and maintain engagement partner competences 

 
Action Requested: 
 
2. Does the IAESB agree with the guiding principles noted in the paragraph 

above?  
 

3. Are there any additional considerations the Task Force should be considering? 
 

 
Form of the Guidance 

 
12. The Task Force presented to the CAG our proposal to issue the guidance in the 

form of an International Education Practice Statement (IEPS) vs an International 
Education Information Paper (IEIP). This was based on the assumption that 
Practice Statements go beyond the assessment of emerging learning and 
development issues by assisting IFAC member bodies to implement and achieve 
good practice. This Task Force also noted that Practice Statements may include 
commendable methods or practices, including those recognized as current best 
practice, that IFAC member bodies may wish to adopt. 

 
13. The CAG acknowledged that it was perhaps too early to conclude which was more 

appropriate. A public consultation process was cited as a benefit of issuing an 
IEPS, however, there was discussion and concern around issuing an IEPS that has 
a level of authority that could cause the unintended consequence of it being 
misused as a checklist of requirements. The CAG also raised the concern that any 
guidance needs to stand the test of time, recognizing that such a set of 
competencies is itself a moving target.  

 
14. The Task Force suggestion to provide links to electronic examples already existing 

in the public domain was met with both positive and cautionary views. One of the 
cautionary views pointed to the fact that using examples from the public domain 
doesn’t ensure they go through the same due process as the rest of the IEPS 
would. Another was that the “good practice” included in an IEPS could become 
outdated, and without costly controls in place it would not address the 
competencies needed for future auditors. The Task Force was challenged with 
balancing the depth of detail in the guidance with the life span of the guidance.  
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15. On reflection of the advice received from the CAG, the Task Force met to discuss 

the form the guidance should take. After careful consideration, the Task Force 
decided that an IEIP (or other form such as a Practice Note) would be preferable 
because of four reasons: 
a. The authoritative nature of an IEPS 

i. The unintended consequences highlighted in paragraph 13 and the 
unrealistic timeline initially proposed to produce the guidance would 
both be alleviated by issuing an IEIP rather than an IEPS. 

b. The revised IES 8 is a broader Standard than others before it 
i. Previous IEPS’s have provided guidance on specific topics such as 

ethics, whereas the guidance for IES 8 would need to consider 
technical knowledge, professional skills, practical experience, and 
the interdependency of the stakeholders to name a few additional 
aspects. 

c. The time-proof nature of the guidance 
i. Issuing an IEPS would automatically date the guidance and cause 

any good practices provided by way of example to have a limited 
shelf-life.  

ii. Issuing an IEIP provides the Board with a flexible mechanism to 
provide more regular updates to users of IES 8. 

d. The resources and time required to gather useful guidance and examples 
i. It is imperative that the guidance be issued prior to the revised IES 8 

becoming effective for it to be useful. Issuing an IEIP provides the 
Board with more time to gather meaningful examples of good 
practice to be issued before IES 8 becomes effective.  

 
16. Furthermore, the Task Force proposes to develop the IEIP in the three focus areas, 

as the Task Force sees it, of the member body obligation with respect to IES 8: 
a. Formulating, independently, the audit competencies and levels of 

proficiency to be developed by aspiring engagement partners and to be 
demonstrated by newly appointed engagement partners; 

b. Encouraging adoption and implementation1 of the Standard where working 
interdependently with firms is essential in prescribing the requirements of 
the Standard; and 

c. Assessing compliance by firms by working interdependently, relative to 
compliance systems that record and certify practical experience and CPD. 

 
 
 
 
 

                                                 
1 Extract from SMO 2: 
 
“Adoption” is concerned with the decision that international standards are appropriate for use in specific 
national financial reporting environments and with the actions necessary to effect those decisions8, including 
incorporation into national requirements or requiring the use of international standards through law. Adoption 
typically includes a process to review draft international standards, translation, public exposure of proposed 
standards, approval, incorporation into national requirements as necessary, and promulgation of final 
standards, and where applicable, a convergence process to eliminate or minimize differences between 
international and national standards.  
 
“Implementation” typically includes a process to build awareness of the adopted standards, provide relevant 
education and training, develop or disseminate implementation guidance and any other activities that promote 
proper understanding and use of the standards in practice. 
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Action Requested: 
 
4. Does the IAESB agree with the Task Force proposal to issue an Information 

Paper (IEIP) or other form of guidance instead of a Practice Statement (IEPS)?  
 
5. Does the IAESB agree with the proposed approach to develop the Information 

Paper (IEIP) in three focus areas covering the member body obligation as 
described in paragraph 16? 

 
 

 
Types of Guidance Required 

 
17. Based on discussions with the IES 8 and IES 8 Guidance Task Forces, the IAESB 

and the CAG (see Appendix 1 for detailed meeting notes), and upon review of the 
consultation paper responses on IES 8, this IES 8 Guidance Task Force has 
identified the following types of guidance to be provided to member bodies: 

 
Formulating, independently, the audit competencies and levels of proficiency to be 
developed (working primarily independently) 
• Provide high-level guidelines on how to build a competency model to meet the 

competency area and proficiency requirements of IES 8. 
• Provide links to good practice competency models as illustrative examples that 

facilitate competency model development by member bodies for use by their 
members to develop or supplement their own existing models.  

Encouraging adoption and implementation of the Standard where working 
interdependently with firms is essential in prescribing the requirements of the 
Standard 
• Illustrate how member bodies may work with firms to execute against their SMO 

2 obligations. The purpose would be to clarify the member obligations relative to 
the requirements of IES 8, and to provide awareness of the interdependency 
with firms that would be needed to enable adoption and implementation of the 
Standard.  

• The following examples and guidance may facilitate the above interdependency: 
• Explain how IFAC member bodies can identify aspiring engagement 

partners.  
• Provide examples of typical roles within an audit engagement team that 

illustrate at a high level, how the competences needed to perform in these 
roles progressively contribute to the development of an engagement 
partner’s competence. 

• Provide examples of the length, nature and environment of practical 
experience for aspiring engagement partners, by size of organization (SMP, 
mid-size, large firms with global clients and resources etc.). 

• Provide examples of methods used to facilitate access to professional 
development opportunities for aspiring and serving engagement partners. 

• Provide examples of CPD that would be appropriate for those engagement 
partners operating without the support of an engagement team, such as sole 
practitioners and SMPs. 

Assessing compliance by firms by working interdependently with firms 
• Illustrate how member bodies may interact with firms relative to compliance 

systems that record and certify practical experience and CPD. 
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• Provide examples of methods (and acceptable forms of documentation) 
used to evidence professional development of audit competences by 
aspiring and serving engagement partners. 

Applies to all phases  
• Illustrate how IES 8 cross-references with the other relevant IES’s, ISQC and 

ISA 220. 
 

Action Requested: 
 
6. Does the IAESB agree with each type of guidance, considering whether 

providing the guidance is a realistic and useful undertaking? 
 

 
18. Taking into account advice from the CAG as well as in consultation with Jim Sylph 

and David McPeak, this IES 8 Guidance Task Force debated whether member 
bodies and, by extension firms, would find guidance relative to the CPD applicable 
for engagement partners serving on complex audits relevant and useful. The Task 
Force has concluded that such guidance would be too specific to jurisdiction, 
region, or operating environment to be meaningful in any global sense.  

 
Action Requested: 
 
7. Does the IAESB agree with the Task Force’s conclusion to refrain from 

providing guidance on CPD appropriate for engagement partners serving on 
complex audits?  
 

 
19. Finally, the project proposal includes consideration of the fact that a paid consultant 

may be required to assist in the research and development of the guidance, 
especially if it is to include links to good practice in use. This would entail 
researching publicly available good practice guidance and examples to compile a 
collection that best assists the users of the Standard; and to assist in the initial 
drafting of the guidance, assimilating the research and information listed in the 
following paragraph.  

 

 
 
PROPOSED WAY FORWARD 
20. Subject to the approval of the project proposal by the IAESB, the task force will 

prepare an Issues Paper on the content of the guidance for discussion by the 
Board at its June meeting.  

 
 
 
 
  

Action Requested: 
 
8. Does the IAESB agree with the Task Force’s proposal that to provide 

meaningful guidance to member bodies when the revised IES 8 becomes 
effective, the Task Force may require the use of a paid consultant to assist in 
the matters raised above? 
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Appendix 1 – Previous IAESB/CAG/Task Force Meetings 
 
 
April/May 2011, IES 8 Task Force Meetings & Drafting updates 
1. During April/May, the IES 8 Task Force met on 3 occasions via Webex conference 

calls. While focusing on IES 8, the Practice Statement was also considered throughout. 
 

2. During Task Force discussions of IES 8, a number of issues were identified which 
required further direction and guidance from the IAESB. The Task Force discussed a 
whole range of issues; those pertaining to the Practice Statement included: 

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

be directed; 
• The respective role of member bodies, auditing firms, the ISAs/ISQC1 and others 

in the professional development of auditors; and 
• The importance of considering guidance (especially in terms of progression within 

the audit team or the potential to make use of a competency model). 
 
May 2011 IAESB meeting 
3. At the May 2011 meeting, the IAESB considered a paper on a proposed statement of 

the project scope for developing a Practice Statement on the revised IES 8. The IAESB 
supported the Task Force’s proposal which is included as the project scope in the main 
body of this issues paper.  
 

4. The IAESB also supported the Task Forces proposal to show through examples how 
an IFAC member body implements the requirements on the engagement partner 
competence matrix. Several IAESB members expressed the view that IFAC member 
bodies will have difficulty enforcing a competence matrix requirement for CPD of 
professional auditors because of differing environments of enforcement around the 
world. 
 

5. IAESB members agreed with the Task Force’s proposal of using examples to show 
how IFAC member bodies can implement and monitor the development of 
competence. IAESB members suggested that the external quality review process may 
be leveraged by member bodies when implementing assessment and monitoring 
processes. 
 

6. IAESB members suggested that to be an effective Practice Statement, the guidance 
should be practical, with emphasis placed on simplicity and brevity. IAESB members 
also indicated that the Practice Statement should include information relevant to the 
Small and Medium Practices (SMPs). 
 

October 2011 IAESB meeting 
7. At the October 2011 meeting, a progress report was provided by the Chair of the IES 8 

Guidance Task Force to indicate that the IES 8 Task Force, as part of their work on the 
redrafting of IES 8, helped to brainstorm suggested content for the IES 8 Practice 
Statement. The Task Force then invited the IAESB to brainstorm suggested content in 
breakout groups, representing three groups – member bodies, educators, and audit 
firms.  

8. Feedback from the IAESB resulted in the following suggested guidance by paragraph 
recommended for inclusion in the Practice Statement:  

 
• Para 12 – IFAC member bodies shall prescribe the audit competences and levels of 

proficiency identified within Table A: 
(a) to be developed by professional accountants aspiring to be engagement 
partners, and  
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(b) to be demonstrated by professional accountants when they are newly 
appointed into the role of an engagement partner. 
 
1) Member bodies 

a) Examples of competency maps (institutes, regulators, firms, public sector 
[SAI]) 

b) Further explanation and examples of levels of proficiency 
c) Test implementation with CAP 
d) Include examples for different organizations (not just member bodies) 

2) Educators 
a) Level of proficiency depends on characteristics of firms (multi-national, 

SMME etc) 
b) IES 8 addressed to firms 
c) Regulators generally have authority/oversight over firms 

3) Practitioners 
a) How much detail to go into in prescribing the competencies 
b) How to identify aspiring engagement partners 
c) How to work with firms 
d) How should/does this link to licensing requirements  
e) Staged competences to achieve end results 
f) What do ‘best endeavors’ look like in practice (SMO) 
g) What are the most appropriate development activities for specific 

competences 
4) Other notes 

a) Where can the skills/knowledge be obtained? (practical experience, 
research etc) 
 

• Para 13 – IFAC member bodies shall prescribe practical experience to be obtained 
by an aspiring engagement partner. That practical experience shall build on or be 
concurrent with the practice experience obtained under the requirements of IES 5 
and shall address the following  as appropriate for the role of an engagement 
partner:  
• Length: competences such as professional skepticism and professional 

judgment require time and experience to develop; 
• Nature: progression of suitable audit experience; and 
• Environment: as a member of an audit team under the guidance of an 

engagement partner. 
 
1) Member bodies 

a) Benchmarking and examples of practical experience requirements to be an 
engagement partner (institutes, regulators, firms) 

b) Test implementation with CAP 
c) Include examples for different organizations (not just member bodies) 

2) Practitioners 
a) Examples of partner admission criteria 
b) What does ‘under the guidance of an engagement partner’ mean? 
c) How much experience needs to be specifically audit 

i) What does ‘suitable audit experience’ mean? 
ii) Concentrated audit experience – sufficient? 

 
• Para 14 – IFAC member bodies shall assess the sufficiency of the professional 

development completed, including the practical experience obtained, by an aspiring 
engagement partner.  
 
1) Member bodies 

a) Cross reference with IES 5 and 6 
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b) Examples for sufficiency 
c) Test implementation with CAP 
d) Include examples for different organizations (not just member bodies) 

2) Educators 
a) How to interpret ‘sufficiency’ with examples 
b) What do we mean by ‘assess’ and what tools do we use 
c) How does IES 8 link with IES 7 and ISQC 1 

 
• Para 15 – IFAC member bodies shall require that an engagement partner complete 

CPD appropriate to their responsibilities. For those engagement partners serving on 
audits involving complex industries, complex operations, complex reporting 
requirements, or international audits the member body shall require CPD to be 
undertaken in these relevant areas. 
 
1) Member bodies 

a) Split of ethics, technical and skills 
b) Understanding of ‘complex’ 
c) Test implementation with CAP 
d) Include examples for different organizations (not just member bodies) 

2) Practitioners 
a) What are ‘complex operations’? 
b) How to define a ‘trans-national’ audit 
c) How this applies to SMPs  
d) Guidance to engagement partners on how to plan and document CPD 
e) Applying the matrix to complex situations 

 
February 2012 CAG meeting 
9. At the February 2012 meeting, the CAG considered the Task Force’s issues paper and 

Draft Project Proposal. The CAG recognized the difficulty facing the Task Force in 
three ways: 

a) The fact that IES 8 is still a moving target; in light of this the CAG 
recognized that the timelines our Task Force has proposed are aggressive 

b) Striking a balance between providing useful guidance, while at the same 
time ensuring it doesn’t become stale 

c) Providing guidance for both engagement partners operating within the 
context of large teams on one end of the spectrum and small firms and sole 
practitioners on the other, all in the same statement 

10. The CAG raised the following concerns and areas to be aware of in considering the 
key issues and draft project proposal as presented by the Task Force: 

a) Issue of Practice Statement (IEPS) vs Information Paper (IEIP) 
i. The CAG acknowledged that it was too early to conclude which was 

more appropriate, although the balance of opinion seemed to favor 
an IEPS.   

ii. The benefit of going through a public consultation process was cited 
as a reason, as was the more authoritative nature of the IEPS vs the 
IEIP.   

iii. However, there was enough discussion and concern around issuing 
an IEPS that is more authoritative than an IEIP and the risk that 
could occur by other users of the IEPS, including regulators, taking it 
to be a checklist of requirements 

b) Time-proof nature of the guidance 
i. In relation to the discussion surrounding the previous point, the CAG 

raised the concern that any guidance needs to stand the test of time, 
recognizing that such a set of competencies is itself a moving target. 

ii. The Task Force suggestion to provide links to electronic examples 
already existing in the public domain was met with both positive and 
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cautionary views. One of the cautionary views pointed to the fact 
that using examples from the public domain doesn’t ensure they go 
through the same due process as the rest of the IEPS would. 
Another was that the “good practice” used could become outdated 
and without costly controls in place it would not address the 
competencies needed for future auditors.  

iii. The Task Force is challenged with balancing the depth of detail in 
the guidance with the life span of the guidance. We need to consider 
how best to incorporate the evolution of the auditor in a changing 
world. 

c) Who the guidance is primarily addressed to 
i. The CAG asked who would likely derive the most benefit from the 

guidance.  
ii. The discussion concluded that firms would derive the most benefit 

as they would be the ones implementing the requirements of IES 8 
on a day to day basis.  

iii. There appeared to be consensus that guidance directed at the firm, 
with supporting guidance for member bodies to assist them in 
interacting with firms, would be the best way to approach the 
development of the IEPS. 

iv. The discussion also centered around SMP’s and how SMP’s in all 
countries, and all firms in developing countries, would likely have the 
most use for this guidance. This should be reflected in the project 
proposal. 

v. A further consideration was to think about whether we would direct 
any guidance at the individual. The suggestion was to focus on the 
firm only. 

 
 
 

d) Other matters for consideration 
i. The CAG emphasized the use of ‘good’ practice vs ‘best’ practice in 

referring to the examples to be issued as part of the guidance 
ii. ‘Aspiring’ engagement partners vs ‘serving’ engagement partners 

1. The CAG raised the concern that member bodies don’t make 
this distinction – another reason why directing at firms may 
be a better approach 

2. Mentoring of aspiring engagement partners by serving 
engagement partners and how this would look was raised as 
a topic to consider 

iii. CAG explicitly highlighted the guidance around partner admission 
criteria and was concerned that it was inappropriate to include in an 
“authoritative” IEPS or risk it becoming part of a checklist. 

iv. The CAG suggested considering the SMP Committee in 
collaborating with our work group to understand further the issues 
facing this constituency 

 


