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From: S. Thomadakis 

Chair, International Ethics Standards Board for Accountants (IESBA) 

 
International Ethics Standards Board for Accountants (IESBA) – 2017 Progress Report 

 

Note from IESBA Chairman 

I am pleased to report on the IESBA’s achievements and progress on its agenda this year. 

Overview of Key Achievements 

The IESBA’s key achievements year-to-date include issuance of: 

• Exposure Drafts of Phase 2 of the Structure of the Code and Safeguards projects;  

• An Exposure Draft of revised provisions addressing the topic of inducements;  

• An Exposure Draft of proposed new application material to explain how compliance with the 
fundamental principles supports the exercise of professional skepticism in the assurance context, 
and to emphasize the importance of professional accountants (PAs) obtaining an understanding of 
facts and circumstances in the context of exercising professional judgment; and 

• A survey of stakeholders for the purpose of informing the IESBA’s development of its Strategy and 
Work Plan (SWP) for 2019-2023. 

In addition, during the year, IESBA Staff released Q&A publications to facilitate effective implementation of 
the NOCLAR provisions and the revised provisions on Long Association. 

At its December 2017 meeting, the IESBA expects to be in a position to approve the final restructured 
Code (except provisions relating to inducements, which I discuss further below). The restructured Code will 
include substantive revisions to the safeguards-related provisions in the Code. 

I elaborate on some of the key developments below. 

Structure of the Code and Safeguards 

In June and September, the IESBA deliberated the feedback from respondents to the Exposure Drafts of 
Phase 2 of the Structure and Safeguards projects, including the matter of the applicability of extant Part C 
to professional accountants in public practice (PAPPs). Overall, there has been overwhelming support from 
respondents for the direction of those Exposure Drafts, which gives me confidence that we will complete 
the Structure and Safeguards projects on schedule by the end of this year. A few matters continue to be 
focal points of attention for certain regulatory respondents, including, in the context of the Safeguards 
project, the permissibility of specific non-assurance services (NAS), and the descriptions of the concepts of 
a “reasonable and informed third party” and reducing a threat to an “acceptable level.” The IESBA held a 
robust discussion on those matters, including reconsidering and clarifying its rationale for the positions 
taken. It also reached out directly to those regulatory respondents to better understand their concerns and 
to explain the basis for the positions it has reached.  

The anticipated completion of these two projects at the end of this year will complete a journey that began 
over three years ago to reimagine and remold the architecture of the Code for greater understandability 
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and ease of use, and at the same time, to strengthen the safeguards in the Code, a foundational 
component of the Code’s conceptual framework. The projects involved extensive consultation with a wide 
range of stakeholders, and I am truly grateful to them for all their valuable input. I must also pay tribute to 
the dedication, commitment and hard work of all the Task Forces and staff who have been involved in this 
effort. They were diligent in maintaining close coordination at all stages of the projects, ensuring that the 
projects stayed on track. 

In anticipation of the restructured Code being finalized, the IESBA will be turning attention in the first half of 
next year to initiatives to raise awareness of the improvements that will be coming in effect, and to facilitate 
their effective implementation. 

Inducements 

In September, the IESBA issued an Exposure Draft of proposed Section 250, Inducements, Including Gifts 
and Hospitality together with conforming amendments to (a) Section 340, Inducements, Including Gifts and 
Hospitality, and (b) the independence standards in Sections 420 and 906 of the restructured Code 
addressing gifts and hospitality. The proposed revised provisions constitute the last, but no less important, 
piece of the substantively revised and restructured Code.  

Inducements that improperly influence behavior are a very major concern for the public interest, and they 
include the issues of bribery and corruption. The IESBA is taking a clear position on this by proposing to 
require, first, that when a professional accountant (PA) encounters circumstances related to bribery and 
corruption, the PA establish what relevant laws and regulations stipulate in such circumstances and 
comply with their legal or regulatory obligations; secondly, where an inducement is not prohibited by law or 
regulation, that the PA establish whether there is intent or perceived intent to improperly influence 
behavior, and if so, that the PA not offer or accept such inducement; and lastly, where there is no such 
intent, that the PA apply the conceptual framework to identify and address any threats created by the 
inducement. The IESBA believes that this simple but principles-based framework comprehensively deals 
with the topic of inducements, in a unified manner both for PAs in business (PAIBs) and for PAPPs. The 
IESBA anticipates finalizing the enhanced provisions by Q2 2018. 

Professional Skepticism 

In March, the IESBA approved a project to develop application material on professional skepticism (PS).  
This ‘short-term intervention’ seeks firstly to explain how compliance with the fundamental principles in the 
Code supports the exercise of PS in the context of audits and other assurance engagements; and 
secondly, to emphasize the importance of PAs obtaining a sufficient understanding of the facts and 
circumstances known to them when exercising professional judgment, in the context of applying the 
conceptual framework. The IESBA issued an Exposure Draft in May. With respondents broadly supporting 
the proposed application material, the IESBA expects to finalize it by the end of this year for inclusion in 
the restructured Code.  

In June, the IESBA progressed discussion on a possible approach to a longer term initiative on PS, 
including the matter of the applicability of PS to the broader accountancy profession beyond auditors and 
assurance practitioners. The underlying issues are complex and multi-dimensional, and require careful 
study to avoid any potential unintended consequences for the audit. I am pleased that the IESBA 
unanimously agreed to develop a consultation paper to seek stakeholder input on the relevant issues in 
2018.  

I am also pleased that the IESBA unanimously supported the issuance of the stakeholder communication 
Toward Enhanced Professional Skepticism developed by the joint IAASB-IESBA-IAESB Professional 
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Skepticism Working Group. The publication outlines some important contextual factors that influence 
auditors’ exercise of PS. It also sets out actions that the IAASB, IESBA and IAESB will take and the role 
that other stakeholders can play in enhancing PS. The publication was released in August and brings to a 
successful close the first phase of collaboration among the three Boards on the topic to date. I look forward 
to continuing to engage closely with our Audit and Education counterparts as we progress our thinking on 
the longer term issues on PS. 

 

IAASB-IESBA Coordination 

In the context of the IESBA’s commitment to coordinate closely with the IAASB on topics that overlap the 
two Boards’ remits, I am pleased that we held a successful first joint meeting with the IAASB in September. 
Among other matters, the two Boards discussed and broadly agreed the parameters for their future 
coordination. The Boards also agreed to form a joint working group to address the specific topic of the 
objectivity of engagement quality control reviewer. In addition, they discussed how best to achieve 
alignment of their future strategies and work plans while respecting their independence, including how to 
align their strategy periods.  

This first joint meeting is one response among others to stakeholders’ increasing expectations for the two 
Boards to be closely coordinated in pursuit of their mutual public interest goals. Other actions that have 
been taken include joint sessions at the Consultative Advisory Group meetings of the IAASB and IESBA, 
appointments of Board member liaisons to the respective Boards, and proactive engagement at the staff, 
Steering Committee/Planning Committee and Board leadership levels. I do not underestimate the practical 
challenges of coordinating efforts on agreed topics between two independent Boards. However, the joint 
meeting in September demonstrated a clear commitment of the two Boards to work closely together in 
pursuit of our mutual public interest goals. The Boards have committed to meeting again in joint session in 
the second half of 2018. 

As we learn from the experience, we will endeavor to seek common axes of coordination with the IAESB. 

Future Strategy and Work Plan 

In April, the IESBA distributed widely to stakeholders its strategy survey, the first step in the development 
of its next SWP for 2019-2023. There are a number of major forces impacting the global accountancy 
profession, including rapidly spreading disruptive digital technologies, changing roles and expectations of 
PAs, and increased regulatory and governance requirements. These forces will transform the profession in 
the next decade in terms of business models, new skill sets, and delivery approaches for audits and other 
professional services. This transformation, which is already under way, creates a strategic challenge for 
the IESBA: how to ensure that the Code remains credible, relevant and fit for purpose over the next 
decade.  

The IESBA is committed to responding robustly to this challenge, leveraging the platform of the 
restructured and upgraded Code. I fully anticipate extensive consultation with stakeholders to be key. 
Equally key will be close dialogue with the IAASB given the increasing need for coordination on 
overlapping topics or issues. The IESBA will be working towards finalization of its strategy consultation 
paper by Q1 2018. 

Outreach  

During the year to date, IESBA representatives have been actively involved in outreach activities, including 
engagements with the International Organization of Securities Commissions (IOSCO) and the International 
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Forum of Independent Audit Regulators (IFIAR), the Forum of Firms, the IFAC SMP Committee and IFAC 
member organizations (see the Appendix). Outreach remains central to the IESBA’s strategy. It provides 
opportunities to promote the IESBA’s work in the public interest, to engage directly with stakeholders, and 
ultimately to facilitate widespread recognition and acceptance of the Code. With the upcoming finalization 
of the restructured Code, the IESBA will be focusing especially on developing and executing a robust 
outreach and communications strategy over the coming year. 

Conclusion 

I wish to thank the many people and organizations that have contributed to the IESBA’s achievements and 
the progress it has made in delivering on its strategic commitments this year. Their contributions have 
enabled the IESBA to continue to serve the public interest by setting high-quality ethics standards for PAs 
worldwide. 

Key Project Updates 

Structure of the Code 

In June and September, the IESBA deliberated the responses to the Exposure Draft of Phase 2 of the 
project, Improving the Structure of the Code of Ethics for Professional Accountants—Phase 2 (Structure 
ED-2). Respondents were broadly supportive of the direction of the restructuring proposals. As part of its 
deliberations, the IESBA considered a first draft of revisions to the proposed text included in Structure ED-
2 and consistency refinements to the text of Phase 1 which it had agreed in principle in December 2016. In 
addition to discussing structural and drafting matters, the IESBA considered options for the proposed 
effective date of the restructured Code, taking into account the feedback from respondents. The IESBA 
noted continued close liaison among its Structure and Safeguards Task Forces, and Task Forces leading 
other restructuring work streams as work progresses towards a December 2017 completion of the 
restructured Code. 

Review of Safeguards in the Code 

In June and September, the IESBA deliberated significant comments received on the Exposure Draft of 
Phase 2 of its Safeguards project, Proposed Revisions Pertaining to Safeguards in the Code—Phase 2 
and Related Conforming Amendments. Respondents were broadly supportive of the direction of the 
proposals. Various topics were discussed, including the permissibility of specific NAS, the extension of the 
prohibition of certain recruiting services to all entities, and the appropriateness of safeguards included in 
the Code. The IESBA also considered feedback received from some respondents on certain matters it had 
agreed in principle in Phase 1 of the project, including the descriptions of the concepts of a “reasonable 
and informed third party” and “acceptable level,” and use of the term “significance” in relation to identifying, 
evaluating, and addressing threats. As part of its deliberations, the IESBA considered a revised draft of the 
revisions to proposed Section 600, Provision of Non-assurance Services to an Audit Client, and 
conforming and consistency changes to safeguards-related provisions in other sections of the proposed 
restructured Code. 

In December, the IESBA will consider a final draft of the safeguards provisions and related conforming 
amendments with a view to approving them for inclusion in the restructured Code. 

Review of Part C of the Code 

In March, the IESBA progressed development of a revised Section 250, Inducements, Including Gifts and 

http://www.ifac.org/publications-resources/improving-structure-code-ethics-professional-accountants-phase-2
http://www.ifac.org/publications-resources/proposed-revisions-pertaining-safeguards-code-phase-2-and-related-conforming
http://www.ifac.org/publications-resources/proposed-revisions-pertaining-safeguards-code-phase-2-and-related-conforming
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Hospitality applicable to PAIBs together with conforming amendments to (a) Section 340, Inducements, 
Including Gifts and Hospitality applicable to PAPPs, and (b) independence standards in Sections 420 and 
906 addressing gifts and hospitality with respect to audit and other assurance engagements. In June, the 
IESBA considered a final draft of the proposals and approved them for exposure. The Exposure Draft was 
released in early September. The IESBA anticipates finalizing the revised provisions by Q2 2018, for 
inclusion in the restructured Code. 

As part of its review of Part C of the extant Code, the IESBA also considered in June significant comments 
received on the Exposure Draft Proposed Revisions to Clarify the Applicability of Provisions in Part C of the 
Extant Code to Professional Accountants in Public Practice. The proposals in this Exposure Draft clarify the 
applicability of extant Part C to PAPPs and include guidance to illustrate the relevance of Part C provisions 
to different situations in the context of the work of PAPPs. In September, the IESBA further deliberated 
proposed revisions to the applicability provisions in the light of its June discussion. The IESBA anticipates 
considering a final draft of the applicability provisions with a view to approving them for inclusion in the 
restructured Code. 

Professional Skepticism 

In March, the IESBA approved a project to develop application material to explain how compliance with the 
fundamental principles in the Code supports the exercise of professional skepticism (PS) as defined in the 
IAASB’s standards. The IESBA also considered the proposed application material and broadly supported 
it, subject to refinements. In addition, the IESBA considered proposed new application material to 
emphasize the importance of professional accountants obtaining an understanding of the facts and 
circumstances known to them when exercising professional judgment, in the context of applying the 
conceptual framework. The IESBA also supported this proposal, subject to refinements. After seeking and 
considering feedback from the IAASB and IAESB on the revised proposals, the IESBA approved them for 
exposure during a teleconference in April. The Exposure Draft was issued in May. 

In June, the IESBA considered Task Force proposals for progressing a longer term initiative that will 
explore, among other matters, whether aspects of the concept of PS apply to all professional accountants, 
including those who are not auditors or assurance practitioners. The IESBA supported development of a 
consultation paper that will seek stakeholder input on the relevant issues in 2018. 

In September, the IESBA considered significant comments raised by respondents on the May 2017 
Exposure Draft (ED), Proposed Application Material Relating to Professional Skepticism and Professional 
Judgment, and related Task Force responses. The IESBA broadly supported the direction of the changes 
to the proposed application material in response to the feedback from respondents, subject to refinements. 
In December, the IESBA will consider a revised draft of the proposed application material with a view to 
approving it for inclusion in the restructured Code. 

Fees Initiative 

In March, the IESBA received an update on the fact finding activities of its Fees Working Group which are 
aimed at identifying whether there is a relationship between fees charged by audit firms and threats to 
compliance with the fundamental principles or to independence.  The fact finding work is focused on four 
areas, namely the level of audit fees for individual audit engagements; the relative size of fees and 
dependence on particular clients; the ratio of non-audit to audit fees; and audit services provided by firms 
that have significant non-audit service businesses. Among other matters, the IESBA considered a high-
level analysis of the final report from Prof. David Hay, the academic it had commissioned to undertake a 
review of academic and other literature, as well as an overview of regulatory provisions regarding fees in 

http://www.ifac.org/publications-resources/proposed-revisions-clarify-applicability-provisions-part-c-extant-code
http://www.ifac.org/publications-resources/proposed-revisions-clarify-applicability-provisions-part-c-extant-code
http://www.ifac.org/publications-resources/exposure-draft-proposed-application-material-relating-professional-skepticism
http://www.ifac.org/publications-resources/exposure-draft-proposed-application-material-relating-professional-skepticism
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G-20 jurisdictions.   

In March and June, the IESBA discussed the Working Group’s planned approach to a survey of key 
stakeholders to gather their views on the four areas of focus. Among other matters, the IESBA provided 
feedback on the list of proposed stakeholders to approach, and the structure and content of the 
questionnaires. The questionnaires are expected to be disseminated by the end of October. The input from 
the stakeholder outreach will assist the Working Group in finalizing its report to the IESBA regarding any 
actions on the topic. The Working Group is expected to present its recommendations to the IESBA 
regarding any actions on the topic by Q2 2018. 

 


