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Report Overview 
1. This report is intended to provide the IAESB with observations from the staff on the 

results of the Compliance Program with a specific focus on SMO 2.   

 
Program Status Update 
Action Plan Status Update 
2. Since the first six Action Plans were posted in July, 2008, the Part 3 Action Plan 

phase of the Compliance Program has continued to progress in a very deliberate and 
positive manner. The 43 Action Plans currently published on the IFAC website now 
include a mix of plans submitted by both developing and developed bodies 
throughout the world. In addition, another 57 members and associates have 
submitted partial or complete drafts for Compliance staff review and many should 
be finalized and published before year end.  
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Part 3, Action Plan Status as of May 8, 2009 
 

Action Plans Status:  # 

a. Published Action Plans   43 

b. Draft Action Plans or Partial Plans Received for 
review  

 57 

c. Currently working on Action Plans (e.g., 
Confirmed Policy Recommendations.) 

 45 

Total Action Plans Received and in Progress  145 
   

Policy Recommendations Status:   

a. Policy Recommendations Issued, generally for 
Less than 3 Months, and not yet Confirmed 

b. Suspension due to failure to confirm Policy 
Recommendations for more than 3 months (Peru) 

c.  Other* 

 10 
 
 
1 
 
1* 

   
Total Policy Recommendations in Progress  12 

* Includes Iraq (excused) 
 
3. As the Compliance staff continues to work on progressing Action Plans, it has found 

the vast majority of members and associates are keen on establishing good 
communications with their assigned staff and are very appreciative of the assistance 
provided to them. The CAP and staff have also noted that with more Action Plans 
now published and serving as additional examples, the quality of initial drafts being 
submitted has continued to improve. 

4. Staff is proactively reaching out to a relatively small number of bodies that have not 
yet established communication with them and may fail to submit their draft Action 
Plans within the required six-month timeframe. Reasonable extensions may be 
granted for valid reasons. However, if any members or associates remain non-
responsive to staff outreach, the CAP will consider the need for suspension and 
related recommendations to the IFAC Board. 
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Action Plan Monitoring Process  
5. From the outset of Part 3, the CAP and staff have emphasized that the development 

of an Action Plan is only the first step in a longer and ongoing process to achieve 
and/or maintain meaningful convergence with international standards and practices. 
In this respect, an Action Plan should be an “evergreen” document periodically 
updated to reflect actions completed and new areas to be addressed. Moreover, to 
ensure that progress is being made and new challenges are being promptly 
addressed, members and associates will be required to periodically report on their 
progress in achieving agreed upon action steps.  

6. After considering the feedback received from some members, the CAP and staff 
have concluded that the six month interval initially planned for formal updates of 
Action Plans may be impractical and overly burdensome. As a result, formal 
progress reporting and updated Action Plans will be required only on an annual 
basis.  Six months after the publication of an Action Plan, the staff will informally 
contact the member or associate to obtain an understanding of their current progress, 
encourage continuing communication, and offer to be of further assistance as 
necessary. To pilot test this approach, the Compliance staff carried out informal 
updates with the first six bodies that published Action Plans in July 2008 
(organizations from Argentina, Botswana, China, Czech Republic, Kenya, and 
Romania). As a result, the staff noted the six organizations are generally on track 
with executing their Action Plans, though in some cases certain action steps have 
been delayed, primarily due to changes in the regulatory environment or other 
factors causing a change in priorities. The CAP and staff also noted a number of 
very positive developments and would like to express our appreciation to the six 
bodies for the special effort made to meaningfully execute their Action Plans. 

 
 
Observations on IES 

Applicability  

7. The IESs are addressed to member bodies and professional accountants are defined 
as “a member of an IFAC member body.”  Some members and associates have been 
confused as to the applicability of the IES to the range of their membership – 
particularly accounting technicians or other tiers of membership (e.g., associate 
members). See Section 4 for further discussion of accounting technicians. 

8. The IESBA uses the same definition, which for purposes of applying the IFAC 
Code of Ethics, does not create the same confusion as the ethics principles typically 
apply across all professionals regardless of where their skills and competencies have 
been benchmarked or otherwise classified.  

Responsibility  
9. As the IAESB acknowledged in the Drafting Conventions ED, in many 

jurisdictions, member bodies do not have the responsibility or even influence, over 
all aspects of the system of professional accountancy education.  This is also 
reflected in SMO 2 as follows: 
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“This Statement of Membership Obligations (SMO) is issued by the IFAC Board. It 
is to be applied by member bodies of IFAC to education requirements for its 
members. It applies whether the member bodies set such requirements, or whether 
the requirements are set by another body.  

Where government, regulators or other appointed authorities perform any of the 
functions covered by this SMO, member bodies should (a) use their best endeavors 
to encourage those responsible for those functions to follow this SMO in 
implementing them, and (b) assist them in that implementation where appropriate.” 

10. The Compliance Advisory Panel and staff have submitted a separate comment letter 
to the IAESB on the Drafting Conventions ED suggesting certain amendments and 
that a reference to SMO 2 is included in the final document. 

11. There are two more significant matters that can be considered in this respect.  First 
is whether the IESs could be addressed to a wider constituency while recognizing 
that there is no ability to bind these other constituencies.  A parallel in the IFAC 
context would be the International Public Sector Accounting Standards which, in the 
majority of cases, have no direct applicability to most IFAC members.   

12. Second, and perhaps most importantly, many members do not have a good 
understanding of how to influence key country stakeholders with regard to reform of 
the education system and related issues.  In other words, members need assistance in 
understanding what “best endeavors” means in terms of very practical steps they 
should take to establish and leverage relationships to achieve the desired reforms.  
Guidance and good practice in this area would appear to be useful in many 
jurisdictions.   

 
IES 1 
13. The concept of entry requirements to a program of professional accountancy 

education and equivalency to a university degree seems to cause a fair amount of 
confusion to a number of members.  This is undoubtedly because of the structure of 
their education systems particularly where the member body does not offer separate 
professional accountancy education programs.   

IES 2 
14. IES 2 contains mandatory subject matters in terms of content of accountancy 

education programs. Most IFAC members have positively indicated that their 
programs address all these requirements. It is difficult for IFAC members to know 
to what extent the topics are actually covered and whether they reflect current 
practice. Consequently, most IFAC members may positively indicate they meet the 
content requirements, but there may be significant variation between member 
programs.  

15. There have been some questions on how the requirement for at least two years of 
full time study (or equivalent part time) was determined. 

 



Agenda Item 8-1 
 IAESB Meeting – New York, United States, June 22-24, 2009

 

Prepared by: Russell Guthrie (June 2009)    Page 5 of 7 
 
 

IES 3 and 4 
16. Member bodies are required to indicate which of the skills and competencies as 

outlines in the standards are included in their requirement to qualify as professional 
accountants.  It is clearly a limitation of the self assessment process that the staff 
cannot determine the accuracy or the quality of content indicated by the member 
bodies.  It appears that the larger issue is that many bodies do not have a good 
understanding of how to monitor and update the curriculum and assess its relevancy 
in a timely fashion.  This point could also be made in relation to CPD programs. 

17. With respect to professional skills, IFAC members indicate they are meeting this 
requirement. However, in developing countries where access to employment may be 
limited, the extent of professional skills gained may be limited or require a 
significantly longer period of time. 

IES 5   
18. There have been some questions on how the three years of practical experience was 

determined to be a suitable level. 

IES 6 
19. Some bodies have expressed some confusion about the concept of a “final” 

assessment, particularly where examinations are given at various stages of the 
education process.  In what circumstances is it required or can it be justified not to 
have a “final assessment” in certain circumstances? 

IES 7 
20. CPD is required in approximately 85% countries represented in IFAC.  As indicated 

above, monitoring of CPD requirement and updating the CPD content on a timely 
basis seems to be the biggest issue. 

IES 8 
21. In a number of jurisdictions, the staff has noted that members regulating and / or 

supervising the audit profession have not adopted IES 8 and in some cases, do not 
know of its existence. This may be due to the fact that this standard has only 
recently become effective. However, the staff considers that more communication 
on the necessity to adopt this important requirement may be useful. 

22. While IES 8 was not included in the scope of the Part 2 questionnaire during the 
Part 3, Action Plan phase of the Program members and associates address the need 
to adopt and implement the standards as necessary. 

Accounting Technicians 

23. While the membership classification of accounting technicians within IFAC is still a 
matter of discussion, when the CAP prepare the definition of “professional 
accountancy body” for as part of the update of the IFAC membership criteria, the 
CAP did conclude that bodies of accounting technicians could, if they met the other 
membership criteria, qualify as full IFAC members.  The definition has been 
included in Appendix 1 of this report. 
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24. Accounting technicians are growing in importance, particularly in developing 
nations where the represent the best opportunity to add accountancy capacity, 
particularly in the public sector, in a cost effective manner.  Emphasis on 
developing this capacity is being given great prominence by development agencies.  

25. According to the IFAC Membership Statistics 2008 reporting, there are 
approximately 361,000 accounting technicians that are members of IFAC member 
bodies – this includes both technician bodies, which are currently Associates and 
technicians that are members of bodies that include accountants and/or auditors with 
different skills and competencies. 

26. The SMOs apply to Members and Associates.  For Associates that are technician 
bodies, IFAC staff have suggested that they apply the principles of IESs to their 
education programs, while acknowledging that the skills and competencies of these 
individuals is different from other classifications of accountants and auditors.  In 
practice, there have not been any particular difficulties in this approach.   

27. What this implies to the staff is that the “professionalization” concepts of the IESs – 
pre-qualification education and practical experience requirements, assessment and 
CPD apply easily to technicians.  While it’s clear that skills and competencies will 
be different, the staff believes that the simple acknowledgement of technicians in 
the Framework and in perhaps within the IESs themselves, as appropriate, would go 
a long way to more fully integrating this important group within the IFAC family.  It 
does not seem necessary that the IAESB actually set standards or define skill and 
competencies for technicians. 
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Appendix 1 
 
In assessing whether an organization is a professional accountancy organization, the 
Compliance Staff and the CAP shall refer to certain guiding definitions.  These definitions 
have been prepared to assist in the IFAC membership process and are not intended to be 
used or cited as authoritative definitions. 
 
Professional Accountancy Organization 
 
An organization, with a core focus of Accountancy, which meets the key attributes of a 
Profession such that its members who hold a certification, license or authorization to 
practice are subject to: 

 Education, including examination of professional competence, practical experience 
requirements and continuing education 

 Ethics 
 Enforcement 

Each member body determines the specific criteria for its members, in accordance with any 
applicable legislation or regulation. Members of professional accountancy organizations 
may operate at different levels of competencies and professional profiles. 
 
Accountancy is the profession of accounting. 
 
Accounting comprises measurement, preparation, validation, disclosure, auditing of and 
provision of assurance and advisory services on financial information.1  
 
Profession 
 
Short definition: A profession is a group of people in a learned occupation, the members of 
which agree to abide by specified rules of conduct when practicing the profession.2 

 
Full definition:  A profession is a group of individuals who adhere to ethical standards and 
uphold themselves as possessing special knowledge and skills in a widely recognized body 
of learning derived from research, education and training at a high level, and who exercise 
this knowledge and these skills in the interest of others. It is inherent in the definition of a 
profession that a code of ethics governs the activities of each professional. Such codes 
require behavior and practice beyond the personal legal and moral obligations of an 
individual. They define and demand high standards of behavior in respect to the services 
provided to the public and in dealing with professional colleagues. Further, these codes are 
enforced by the profession and are acknowledged and accepted by the community.3 
 

 

 

 
1 Adapted from a definition obtained from Wikipedia. 
2 Analytic Quality Glossary Quality Research International.  
3 Adapted from definition developed by the Australian Council of Professions (2004). 
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