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To:   IAESB CAG 

From: Jörgen Holmquist 

Chair, International Ethics Standards Board for Accountants (IESBA) 

 

IESBA – 2013 Progress Report  

This report summarizes the status of all IESBA projects in the detailed 2013 service delivery plan. The IESBA’s 2012 

Annual Report contains detailed information on the services delivered by the IESBA in 2012 

(http://www.ifac.org/publications-resources/2012-iesba-annual-report). 

Note from IESBA Chair 

I am pleased to report good progress in relation to the main priorities I set out for the Ethics Board when I took the 

chair in September 2012, i.e.: 

 Fulfilling the Board’s technical agenda in accordance with its strategic commitments; 

 Increasing the Board’s engagement with stakeholders with a view to inter alia increasing regulatory trust in the 

Board and deepening the Board’s consultation with stakeholders; 

 Identifying emerging issues on a more timely basis; and 

 Increasing the effectiveness and efficiency of the Board’s working processes. 

I highlight the key achievements and progress made during the year in relation to each of those priorities below. 

Progress of the Ethics Board’s Technical Agenda 

In March 2013, the Board issued two important standards, Breach of a Requirement of the Code and Conflicts of 

Interest. The changes to the Code of Ethics for Professional Accountants (the Code) from the Breaches project 

reflect the board’s view that any breach of a requirement of the Code, particularly an independence requirement, 

must be treated very seriously. The changes to the Code relating to conflicts of interest have been an important 

priority for the board given the expanding roles of professional accountants and the continuing growth of firms, not 

only in size but also in diversity of practice. I am confident that these two sets of changes have strengthened the 

Code even further.  

Also in March 2013, the Board issued a revised definition of the term “engagement team,” which is intended to 

address a perceived inconsistency between the use of internal auditors to perform procedures on the external audit 

(“direct assistance”) and the Code’s requirement for the engagement team to be independent of the audit client. In 

completing this project, the Board liaised closely with the IAASB to address relevant issues raised by respondents to 

the Board’s exposure draft (ED) and, jointly with the IAASB, held discussions with representatives of certain 

regulatory respondents. 

In September 2013, the Board issued a revised definition of the term “those charged with governance,” and related 

changes to the Code, intended to more closely align the definition of this term in the Code with that in the ISAs, 

thereby eliminating any potential confusion. These changes reflect the Board’s ongoing commitment to eliminate 

unnecessary differences with the IAASB’s standards, which can only serve to enhance the two Boards’ mutual 

stakeholders’ understanding of their standards and guidance. 

In addition to the above, the Ethics Board made significant progress during the period on a number of other 

important projects and initiatives, including the project on responding to a suspected illegal act (SIA). At stake in the 

latter project is what is reasonable to ask of professional accountants, including auditors, within their role in the 

public interest. The Board has received significant push-back from respondents regarding the main proposals in its 

August 2012 ED, and has been actively exploring options for the way forward. At this stage, there is a strong 

possibility that the Board will resolve to issue a re-ED during 2014. A more detailed update on the progress on this 
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and other projects and initiatives during the year is provided in the section below, “4th Quarter Update and 2014 

Projects in Process.” 

Stakeholder Engagement 

The Ethics Board has substantially increased its engagement with stakeholders during the year. The table in the 

section below, “Representation Activities in Q1-Q3 2013,” highlights the considerable efforts the Board has made in 

reaching out to stakeholders. These interactions have in particular enabled the Board to strengthen its relationship 

with international regulators, including IOSCO and IFIAR, and nurture their trust in the Board and its work. At the 

same time, the Board has been actively engaging with the profession through meetings with bodies or organizations 

such as the Forum of Firms, the Global Public Policy Committee and IFAC member bodies. Such outreach to the 

profession recognizes the importance of consulting with those who implement the Code or otherwise need to deal 

with or are concerned with practical implementation challenges. These outreach activities have altogether provided 

valuable feedback to the Board in considering its strategic priorities and specific issues in its projects and initiatives. 

Over the past 12 months, I together with other IESBA representatives have also had the opportunity to visit 12 

countries (Australia, China, France, Germany, Ireland, Italy, Japan, Portugal, South Africa, Spain, UK and the US). 

This has enabled us to not only raise the visibility of the Board and promote the Board’s work to an international 

audience but also reinforce an attribute of the Board that I consider especially important, i.e., that the Board is an 

international Board that develops a code of ethics for global application. Related to this, I have endeavored to reach 

out to the media to raise the profile and awareness of the Board and its work. In this regard, I gave a number of 

interviews during the year that have been published in major national business dailies such as El País and the 

Australian Financial Review, as well as in the journals and magazines of IFAC member bodies. Although the table to 

a certain extent misrepresents the geographical coverage of outreach (see footnote), it is still a concern the outreach 

to Africa/Middle East and Latin America is so limited. We will try to, at least to some extent, address this during the 

next 18 months.  

Finally, an integral part of the Board’s engagement with stakeholders has been to invite stakeholder representatives 

to come and address the Board. In this regard, the Board had the opportunity during the year to receive 

presentations from the Chair of IOSCO’s Committee 1, Julie Erhardt, and IFAC SMP Committee member, Albert Au. 

In December 2013, the Board anticipates receiving a presentation from a member of the academic community 

regarding academic research on an ethics-related topic. 

Stakeholder engagement will continue to be an important priority for the Board in the coming year. 

Timely Identification of Emerging Issues 

A further priority for the Board is timely identification of emerging issues. This reflects my belief that it is critical that 

the Board is able to identify, outside of its normal strategic planning process, significant issues or developments that 

could have repercussions for its work and its strategic direction. Doing so will help support the Board’s leadership 

role in setting ethics standards, improve stakeholder perceptions of the Board’s responsiveness and relevance, and 

assist the Board in identifying the important debates it should lead or seek to influence. During the year, the Board 

made significant progress addressing this priority, substantially completing development of the necessary processes 

to enable the Board to identify and deal with emerging issues on a going forward basis. Additional details of this 

initiative are provided in the Section “Environmental Issues.” 

Increasing the Effectiveness and Efficiency of the Board’s Working Processes 

It is important for the Board to have internal processes and working procedures that are even more effective and 

efficient so that it reaches conclusions in a timely fashion, while allowing sufficient time for thorough consultation with 

stakeholders and meeting the due process requirements agreed with the PIOB. As I envisage it, any efficiencies the 

Board manages to achieve in this regard would not affect the consultation with stakeholders. On the contrary, we will 

rather extend and deepen our consultation with stakeholders. We have already started implementing a number of 

changes to our working processes during the year. In particular, key tentative decisions arising from the Board 

discussions at each meeting are now summarized at the end of the meeting, which are then highlighted in the 

subsequent Board agenda material to minimize re-opening of issues that have been previously agreed. In addition, 
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the Board has agreed to the use of straw polls to a greater extent to move debates forward more effectively. The 

Board will continue to reflect on how it can operate more effectively and efficiently in the public interest, and will not 

hesitate to make changes to its working processes where appropriate. 

Conclusion 

I would like to thank retiring Deputy Chair Isabelle Sapet and Board members Robert Franchini and Alice McCleary 

for their service and dedication to the Board over the last six years. I have greatly appreciated their counsel and their 

hard work advancing the mission and objectives of the Board. I would also like to recognize the significant 

contributions of the staff who have worked tirelessly to support the Board in all its endeavors and without whom the 

Board would not have been able to claim its various achievements over the year. Finally, my thanks go to my other 

fellow Board members, the technical advisors, official observers, and others within and outside IFAC who have 

supported the Board or otherwise contributed to its work throughout the year. 

 


