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Committee: IAESB Consultative Advisory Group 

Meeting Location: Grand Hyatt Hotel, New York, USA 

Meeting Date: September 20-21, 2012, beginning 8:30am. 

 
SUBJECT: 

 
Revision of IES 4 - Issues and Proposals of IAESB 
Task Force (9/12) 

 
 
INTRODUCTION 
 
1. The paper provides an update on the IAESB discussions on IES 4 at its March and 

June 2012 meetings and the finalised Exposure Draft (ED) of IES 4 released for 
comment. The paper indicates how the Taskforce addressed various comments 
received from the CAG, the Board and ED respondents in revising IES 4.  
 

2. The agenda item contains the following materials:  
 

Agenda Item 2-1 
 
Revision of IES 4 - Issues and Proposals of IAESB Task 
Force (9/12). 

Agenda Item 2-2 
Exposure Draft of Proposed IES 4, Initial Professional 
Development - Professional Values, Ethics, and Attitudes 
(Revised) 

Agenda Item 2-3 Exposure Draft : IES 4, Professional Values, Ethics, and 
Attitudes (April 2011) 

 
 

 
BACKGROUND  
 
3. At its October 2009 meeting the IAESB agreed that the revision project of all 8 

standards would 
i) apply the new structure and language requirements of the IAESB drafting 

conventions to each Standard; 
ii) update relevant material of the existing IESs to ensure consistency with 

concepts and principles of the revised Framework document; and 

iii) rewrite relevant material of the existing IESs to address issues of 
interpretation and clarification which have been identified by stakeholders as 
a result of the implementation of the Standards. 
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5. In addition the IAESB agreed that the following issues would be considered when 
revising IES 4:    

 
• Consider clarifying the Standard’s requirements to ensure that accounting 

education programs continue to meet the core competence required for the 
various roles of a professional accountant;  

• Revise the Standard to ensure consistency with the terminology and concepts 
set out in the revised IFAC Code of Ethics, 

 
subject to any issues identified through consultation with the IAESB’s Consultative 
Advisory Group (CAG) and  public consultation. 
 

6. A summary of the discussions on Issues Papers presented to the IAESB and CAG 
from May 2010 to June 2012 are included in Appendix 1. 

 
 
DISCUSSION 
 
‘Relevant Ethical Requirements’ versus IESBA Code of Ethics 
 
7. At the March 2012 meeting, the Task Force indicated the concerns received about 

what elements of the IESBA Code were to be integrated into learning and 
development activities for aspiring professional accountants. In addition a comment 
was received that the current approach taken to the IESBA Code in both the Scope 
and Requirements sections could be seen to be in conflict with SMO 04 paragraphs 
4 and 5, which clarify how IFAC member bodies should apply the Code. A 
suggestion was made that the Task Force should draw on the approach taken in 
both the ISQC 1 and ISA 220 to deal with similar concerns, in which reference is 
made to ‘relevant ethical requirements’ rather than the Code. The Task Force 
considered previous discussion with both the Board and the CAG on the importance 
of the Code, and its positioning within IES 4, and noted that the Board had 
previously indicated that the Task Force should “ensure consistency with the 
terminology and concepts set out in the revised IESBA Code of Ethics” and that the 
CAG had indicated that “the Code was very important but should not be the primary 
source of reference for IES 4”. Given this the Task Force decided to adopt the term 
‘relevant ethical requirements’ throughout the Standard as an appropriate way to 
address these issues.  

 
Furthermore the Task Force recommended that paragraph 4 be reworded (as set 
out in the Exposure Draft) with a fuller explanation in the explanatory materials as to 
what was meant by ‘relevant ethical requirements’. Paragraphs 10 and 11 of the 
Standard would then refer to ‘relevant ethical requirements’ rather than ‘the IESBA 
Code’. 

 
Status of IEPS 1 – Approaches to Developing and Maintaining Professional Values, 
Ethics and Attitudes 
 
8. The Task Force also discussed the status of IEPS1, the existing Practice Statement 

supporting the extant IES 4, once the revised version of IES 4 was released. 
Although there is considerable good material in the IEPS 1, much of which is still 
relevant, the Practice Statement will not be fully aligned with the revised standard – 
for example, it will not reflect the learning outcomes stated in the revised IES 4. 
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The Task Force also identified that some of the terminology that is used in the 
revised IES 4 has changed. This may cause confusion between the existing IEPS 1 
and the revised authoritative standard. 
 
The Task Force recommended that on the release of revised IES 4 the Board 
withdraw IEPS 1. 

 
Public Interest 
 
9. The Task Force took into consideration the Board’s concerns about the way in which 

the commitment to the public interest was described in paragraph 8 of the revised 
exposure draft presented at the March 2012 meeting. The Board indicated that the 
reference to the public interest represented helpful context, rather than a specific 
requirement, and therefore suggested the Task Force consider repositioning the 
content elsewhere within the standard. 

 
The Task Force addressed these concerns bearing in mind the primacy of the public 
interest and noted the following: 
 
• New Explanatory Material in paragraph A9 to support the objective paragraph 

referred specifically to the relevance of the objective of the standard to the public 
interest – this was a consistent paragraph across standards. 

 
• Comment was made at the previous Board meeting that all IESs should address 

the public interest. The Task Force noted further that this was specifically set out 
in paragraph 3 of the IAESB Framework. 

 
• In the April 2011 ED of IES 4, the draft requirement on the ‘Framework of 

professional values, ethics and attitudes’ identified the role of the framework as 
being ‘for exercising professional judgment in the public interest’ while the 
equivalent requirement in the extant IES 4 refers to ‘exercising professional 
judgment and acting in an ethical manner that is in the best interest of society 
and the profession’. In the redrafting and restructuring of the objectives, this 
wording was omitted. 

 
The Task Force recommended that the draft requirement on the public interest be 
repositioned as explanatory material (new para A8), and reworded slightly to ensure 
that it did not represent a hidden requirement. At the same time the Task Force 
recommended that the framework requirement (now para 9) revert to wording 
consistent with that used in the April 2011 ED and extant IES 4, thereby reflecting 
the public interest. 

 
 
Professional Skepticism and Professional Judgment 
 
10. In discussion at the March 2012 meeting the Board indicated that the focus on 

professional skepticism and professional judgment within the learning outcomes was 
too narrow (in situations of ‘ethical issues’ only), and that a better approach would to 
be to have learning outcomes specifically for professional skepticism and 
professional judgment. There was discussion on whether these concepts were 
better positioned within IES 4 or IES 3, and a view emerged that ‘professional 
skepticism’ would likely best sit in IES 4, and that professional judgment’ could 
probably sit in either IES 4 or IES 3. 
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It was also observed that both ‘professional skepticism’ and ‘professional judgment’ 
were defined terms under the IAASB’s International Standards on Auditing, 
specifically within the context of the conduct of audits. The Board indicated its view 
that these concepts had applicability to the roles of professional accountants well 
beyond the audit context, but noted that thought needed to be given to how these 
terms were used and/or defined to avoid confusion with the ISA defined terms. 
 
The Task Force conducted a literature search on professional skepticism and 
professional judgment, and identified that work to date focuses largely on the 
application of these concepts in the conduct of audit, and that the terms are viewed 
as highly connected. The terms are used interchangeably at times, and professional 
skepticism was also identified as a subset of professional judgment. Despite this 
focus on the audit context the Task Force determined that the literature reviewed 
provided a helpful basis for development of learning outcomes related to these 
concepts within IPD.  
 
The Task Force therefore recommended the inclusion of the following learning 
outcomes for professional skepticism and professional judgement at the IPD phase: 

 

Competence Area Learning Outcomes Minimum Level 
of Proficiency 

(a) Professional 
skepticism and 
professional 
judgment 

(i) Apply a skeptical mindset to 
critically assess financial 
information and other data 
relevant to the role of a 
professional accountant. 

Intermediate 

(ii) Identify and evaluate 
reasonable alternatives to 
reach well reasoned 
conclusions based on all 
relevant facts and 
circumstances available. 

 
 

In addition, to address the concern about using terminology already defined 
elsewhere in IFAC pronouncements, the Task Force recommended taking an 
approach consistent with that being proposed in the current IES 8 Exposure Draft.  
Under this approach an additional paragraph would be included in the explanatory 
material identifying the terms used elsewhere in IFAC pronouncements, their 
definitions and the context in which they are used in this standard: 

 
A1. This IES uses the following terms already defined within the International 
Auditing and Assurance Standards Board (IAASB) Glossary of Terms2 and used 
within IAASB pronouncements. Table B shows these terms and the current 
definitions in the IAASB Glossary of Terms.  
 
Table B - IAASB definitions adopted in IES 4 

 
Defined Term  Definition in IAASB Glossary of Terms  
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Professional Judgment  The application of relevant training, 
knowledge and experience, within the 
context provided by auditing, accounting 
and ethical standards, in making informed 
decisions about the courses of action that 
are appropriate in the circumstances of the 
audit engagement.  

Professional Skepticism  An attitude that includes a questioning 
mind, being alert to conditions which may 
indicate possible misstatement due to error 
or fraud, and a critical assessment of 
evidence.  

 
IAASB pronouncements govern audit, review, other assurance, and related services 
engagements that are conducted in accordance with international standards and 
within the IAASB’s pronouncements these terms are used in those contexts. Within 
this standard however, these terms are to be interpreted as applying to the broader 
context of a role of a professional accountant. 

 
Adoption of Tabular Format  
 
12. The learning outcomes were originally written in a narrative form using the verbs 

developed by the Board. There was support for the outcomes based approach 
during the exposure period. 

 
During the March 2012 meeting, the Board however, indicated a preference for a 
consistent presentation of the learning outcomes in IES 2, 3, 4 and 8. 
The outcomes in IES 2, 3 and 8 were presented in a tabular format. The Board 
preferred the tabular presentation of the learning outcomes and as a consequence 
the Task Force reworked the narrative format of the objectives into the tabular 
format discussed and agreed with the Task Force Chairs and Secretaries’ Group. 
 
The learning outcomes were further divided into three competence areas based on 
the required areas of expertise. 
 
The minimum levels of proficiency were determined by the existing verbs used in the 
narrative version. 
 
Based on the above the Task Force recommended three areas of competence with 
their respective proficiency levels as follows: 
 
•  professional skepticism and professional judgment – Intermediate 
•  ethical principles – Intermediate 
•  commitment to the public interest – Intermediate 

 
 
Rationale for Re-Exposure 
 
13. During the revision process of IES 4 new content not previously exposed was 

introduced. Specifically these included: 
 

• New content was added to provide learning outcomes and proficiency levels for 
professional judgment and professional skepticism. 

• A new requirement was added for IFAC member bodies to regularly review and 
update their professional accounting education programs to reflect a rapidly 
changing and complex environment (consistent with IES 2, 3 and 8). 
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• Learning outcomes are now presented in a tabular format and associated with a 
competence area with minimum proficiency levels (consistent with IES 2, 3, and 
8); and 

• New material has been introduced that clarifies the terms reflective activity, 
aspiring professional accountant, professional competence and, competence 
areas. 

 
A lengthy discussion at the IAESB determined that these amounted to substantial 
changes and a re-exposure was therefore necessary. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Requested Action 
 
The following questions have been put to respondents in the revised Exposure 
Draft of IES 4.  The Task Force would appreciate the CAG’s input on these 
questions. 
 

1. Do you agree with the tabular format adopted for the learning 
outcomes?  If not, what alternatives do you suggest? 
 

2. Do you agree with the competence areas identified for ethics education? 
If not what alternatives do you suggest? 
 

3. Do you agree with the minimum levels of proficiency as identified for 
each competence area? 
 

4. Do you agree that the learning outcomes related to professional 
skepticism and professional judgment identified are appropriate for 
ethics education? 
 

5. Are there any terms within the proposed IES 4 Exposure Draft (June 
2012) which require further clarification? If so please explain the 
nature of the deficiencies. 
 

6. Are there any terms within the proposed IES 4 Exposure Draft (June 
2012) which require further clarification? If so please explain the 
nature of the deficiencies. 
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APPENDIX 1 
 
SUMMARY OF IAESB BOARD AND CAG MEETINGS MAY 2010 TO 
SEPTEMBER 2011 
 
May 2010 IAESB Meeting 

 
1. Following discussion of an Issues paper the IAESB agreed that the revised IES 4 

would be redrafted to take account of the following: 
 

• Using IPD as the primary objective of the Standard whilst introducing the 
concept of CPD from the Framework and making reference within the 
Explanatory Material to CPD (IES 7); 

• Widening the scope to organisations other than IFAC Member Bodies, in line 
with both the IAESB Framework and the IAESB Strategic Plan 2010-2012; 
and 

• presenting the programme content in a format based on learning outcomes.  
These learning outcomes were shown in the redrafted IES 4 which 
accompanied the Issues Paper. 

 
The discussions also identified three areas where the input of the CAG was sought.  
These are discussed below. 

 
September 2010 CAG meeting 

 
2. The discussions identified a mix of views on how the revised IES 4 should refer to 

the Code of Ethics for Professional Accountants. In view of this, the CAG was asked 
whether the content of the revised IES4 should be a mix of broad and professionally 
specific education relating to ethics using the IESBA Code of Ethics as the primary 
source of reference. 

 
In discussion the CAG agreed that the Code was very important but should not be 
the primary source of reference for the IES 4.  Being the primary source would give 
too much emphasis.   It was commented that local legislation and regulatory 
requirements are also important and accountants need to ensure that they have 
complied with these not just the Code.  The view of the CAG was that Professional 
Accountants would be expected to go beyond following the “rules”.   

 
3. Discussions at the IAESB meeting were positive about the importance of 

undertaking reflective activity in relation to lessons learned from ethical situations 
but there were concerns about the implications this may cause for member bodies. It 
was suggested that this be raised for discussion with the CAG. 

 
The CAG also had mixed views on a specific requirement for reflective activity.  It was 
agreed that reflection was important and it was difficult to imagine developing ethical 
values without reflective activity.  It was identified, however, that the phrase “reflective 
activity” was difficult to translate from English into other languages and if was included 
as a requirement it would need to be clearly defined what was meant by reflective 
activity.  It was also suggested that the challenge would be to know how the reflective 
activity had been completed and how it would be documented and evidenced and this 
would require to be addressed.   
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In relation to whether public consultation other than through the exposure period 
was required, it was generally agreed by the CAG that this would not be required.   

 
4. The CAG was also asked for its views on whether the revised IES 4 should contain 

a separate requirement relating to the assessment of the program of professional 
accounting education containing Professional Values, Ethics and Attitudes.  The 
CAG discussed this and agreed that assessment of the elements of professional 
values, ethics and attitudes was essential.  It was noted that assessment had its 
own standard, IES 6, but that the decision to include or not include a specific 
assessment requirement in IES 4 should be applied to all IESs and as such should 
be agreed at a Board level. 

 
5. No other issues were identified by the CAG in relation to IES 4. 

 
Actions taken Following CAG and Drafting Review 

 
6. The comments made by the CAG in relation to the Code of Ethics for Professional 

Accountants were considered by the Taskforce.  The Taskforce agreed that the 
revised IES 4 would make reference to broader ethics literature upfront and then 
identify the Code as a subset of this broader literature. 

 
On reviewing an early draft of IES 4, the Drafting Review Group raised some 
comments about the Code of Ethics for Professional Accountants being referred to 
within the Scope section of IES 4.  The view expressed was that this was potentially 
confusing to a first time reader.  These comments were considered by the Taskforce 
and the form of wording amended but the reference in the Scope section retained.  
The view of the Taskforce is that the Code of Ethics is central to IES 4 and that a 
reference to the Code within the scope section of the standard reflects the 
importance of the Code and the need to apply the Code into professional accounting 
education programmes.  The importance of the Code to IES 4 is different to other 
situations and documents and the Taskforce believes that the approach taken 
reflects this.  

 
The Taskforce considered the comments made by the CAG in relation to reflective 
activity and noted that there was overwhelming support for the importance of 
including reflection in ethics education.  The Taskforce discussed the issues relating 
to the inclusion of a requirement for reflective activity and agreed that this 
requirement should be included in the revised IES 4.   

 
In terms of the appropriate terminology to describe reflective activity, a review of 
literature in the area was undertaken and the term “reflective practice” was 
identified.  The Taskforce discussed the use of this term in place of reflective activity 
but concluded that reflective activity was an easier concept to explain.  It was also 
agreed that the key was to provide examples of reflective activity in the Explanatory 
Materials section of IES 4. 

 
The Taskforce noted the CAG’s comment on a separate requirement relating to 
assessment and agreed to include a separate requirement in the current version of 
the redraft of IES 4. 

 
In addition, the Taskforce has reviewed and, where considered appropriate, 
addressed a number of the comments made by the Drafting Review Group in the 
current version of the redraft of IES 4. 
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November 2010 IAESB Meeting 

 
7. At the November meeting, the Board was provided with a first draft of the redrafted 

IES 4 for review and comment.  In addition, the Board was asked to consider 
whether the points raised by the CAG have been considered and appropriately dealt 
with by the Taskforce.  The view expressed was that the Taskforce had taken on 
board the CAG’s comments and addressed these appropriately. 

 
8. The Board was also asked to approve the approach taken by the Taskforce in 

relation to the inclusion of the Code of Ethics within the Scope section of IES 4.  The 
rationale for the inclusion was discussed and the Board confirmed that it agreed with 
the approach followed in the current draft. 

 
9. As agreed at the May meeting of the IAESB and September meeting of the CAG a 

learning outcome approach was approved for the redraft of IES 4.  The IAESB was 
asked to consider whether the learning outcomes identified in Paragraph 9 of the 
revised IES 4 were appropriate for the professional values, ethics and attitudes 
elements of a programme of professional accounting education.  The discussions 
confirmed that the learning outcomes were appropriate and were in line with the 
taxonomy approach outlined for the Information paper for IES 2.   

 
10. The Board confirmed that it was happy with the approach taken to redrafting IES 4 

and made some suggestions relating to particular paragraphs of the standard which 
will be addressed in the next draft.   

 
CAG Discussion February 2011 

 
11. The CAG was given a copy of the draft of IES 4 which was presented to the 

November IAESB meeting and was asked to consider whether there are any issues 
in the redraft of IES 4 which it wishes to identify to be addressed by the Taskforce.  
In addition, the CAG was also asked whether it wishes to provide advice to the 
Taskforce on the matters discussed at the IAESB November meeting. 

 
12. The CAG discussed the paper and the draft of IES 4. In summary there was support 

for the approach taken to addressing the concerns raised previously by the CAG.  In 
particular, the materials included on reflective activity were welcomed and 
highlighted as helpful.  The current definition of professional values, ethics and 
attitudes contained within the IAESB glossary which groups the three elements 
together was questioned and it was agreed that this should be referred to the 
Drafting Group.  A comment was made in relation to whether it was appropriate for 
IES 4 to be a separate standard but this had previously been discussed by the CAG 
and the Board and agreed that IES 4 should be retained as a separate standard. 

 
Second Drafting Working Group Review 
 

13. In addition, the Drafting Working Group has undertaken a review of the revised draft 
of IES 4 and gave a number of comments which fell into three main areas: 

 
• “Policing” wording; 
• Consistency of phraseology; and 
• General clarity. 
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These comments have been considered by the Taskforce and appropriate action 
taken to address these comments. 

 
CAG Discussion September 2011 
 
14. Having undertaken the initial analysis of the respondents’ comments, the Taskforce 

sought the guidance of the CAG in relation to clarification of some of the comments 
received. 

 
15. The Taskforce sought guidance from the CAG in relation to the concerns expressed 

by respondents for reflective activity to be “formalized and documented”.  The 
concerns expressed fell mostly into two areas.  The first relates to confidentiality and 
potentially legal/regulatory issues which might arise from a requirement to document 
the reflective activity.  The second relates to the inclusion of a specific requirement 
to document the reflective activity in the IES when the IAESB is following a 
principles-based approach to the drafting and setting of standards.  The CAG 
considered the concerns but noted that the requirement did not state that the 
reflective activity had to be undertaken on ethical dilemmas faced by the individual 
but could be focused on well-known real life cases and this was reflected in the 
Explanatory Materials. 

 
16. In addition, there was comment from the CAG that whilst the use of the term 

“reflective activity” had been discussed and agreed by both the CAG and the Board 
previously, there was still a concern over the translation of the phrase.  Possible 
alternatives such as “critical reflection” and “reflective practice” were suggested but it 
was unclear whether these phrases would be easily translated to give the full sense 
of what was required.  It was noted that the previous IES4 had used the phrase 
“reflection” and that this had been translated and understood without apparent 
difficulty. 

 
17. The Taskforce asked the CAG for guidance in relation to the reference to 

assessment processes in paragraph 12 and its interaction with the objective and the 
scope of the standard.  The CAG confirmed it was important the scope and 
objectives of the IES were consistent with the stated requirements and it agreed with 
the Taskforce proposal to place greater emphasis on the aspiring professional 
accountant in paragraph 12. 

 
CAG Discussion February 2012 
 

18 The CAG had expressed concerns about the term “reflective activity”, whereupon 
the Task Force suggested the use of the term “reflection”. The Board considered the 
Task Force proposals, but did not support the use of the term “reflection”, and 
confirmed that the term reflective activity should be used in the revised IES. 
However, the Board did support the proposal to revise the definition of reflective 
activity to give IFAC member bodies a clear sense of what was meant by the 
phrase. 
 

19 The Task Force recommended that the full definition of term “professional values, 
ethics and attitudes” be included in the explanatory material of the IES. 
 

March 2012 IAESB Meeting 
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20. The Task Force recommended the use of “relevant ethical requirements” instead of 
the IESBA code of Ethics. 

21. The Task Force recommended the withdrawal of IEPS 1. 
 
22. The primacy of the Public Interest was established and further explanatory material 

was written in order to explain the framework. 
 
June 2012 IAESB Meeting 
 
23. New learning outcomes were written for professional skepticism and professional 

judgement. 
 
24. Learning outcomes were presented in a tabular format. Competency areas and 

minimum proficiency levels were introduced. 
 
25. IES 4 was finalised and approved for re-exposure. 

 
 
 

 


