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Dear Mr. McPeak

We appreciate this opportunity to comment on thpdSure Draft of the Proposed Revised International
Education Standard 8 Professional Development figalgement Partners Responsible for Audits of
Financial Statements, (IES 8). We fully suppoet thjectives of the IAESB’s project to improve the
clarity of its Standards, of which this Exposurafdis a part, and we commend the IAESB in the work
they have done on IES 8 to date.

General Comments

We recognize the many challenges and complexitiesant in drafting this important standard, ane not
the hard work and careful thought that has goreetim preparation of this Exposure Draft, and the
resulting progress. Our comments below focus ont wieebelieve to be the remaining issues together
with our suggestions for improvement.

Title of the proposed standard

We note that the proposed revised standard hasrbdiled to remove reference to ‘competence
requirements’, and that the objective has been egbtd reflect this. However, we also note that the
fundamental focus of the standard remains the aehient of competence, not the undertaking of
professional development. This is reflected byléaening outcomes set out in paragraph 13 ‘that
demonstrate the professional competence’ and theparagraph 17 which sets out the requirementfor t
assessment of the elements of professional comgeetard the requirements in paragraphs 18 and 19 to
undertake CPD, which as IES 7 states is done ierdaod‘develop and maintain professional competence
We recommend therefore that the Board changetteefithe proposed Standard to ‘Competence
Requirements for Engagement Partners Responsitieddudit of Financial Statements’. We also
make further recommendations below in our resptm&estion 10 regarding the appropriate wording
of the objective paragraph.
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Shared responsibility for professional developnodrengagement partners (paragraph 2)

An important principle underpinning this standasdhe identification of the stakeholders who have
responsibility, individually or in a shared capwgcfor the development of professional competerice o
engagement partners. Paragraph 2 of the proptaedbsd states thadFAC member bodies have
responsibility for the professional developmentassary to become an engagement parfienvever
we disagree with this statement because, in ow,\thds responsibility typically lies with a rangé
stakeholders including the individual concerned,employer, the IFAC member body, and others
(depending on the particular circumstances of thirenment and jurisdiction), rather than solelyhwi
the IFAC member body. The extant IES 8 makes quoitant statement in paragraph 80FAC
member bodies, individual professional accountants audit organizations share the responsibility fo
ensuring that audit professionals have the requethpetence for their rolesh our view this important
concept of ‘shared responsibility’ has been loghirevision of standard and we would urge ther@oa
to revisit this. We do believe that IFAC membedies have a specific responsibility in relation to
engagement partners, to ensure appropriate pracasse place to assess the competence of indilgidu
before they are permitted to act as engagemenmntgrarbut this is very different from having exaohes
responsibility for the professional developmenthafse individuals as is implied by the proposed
wording in the Exposure Dratft.

Professional development programs and achievenfdedming outcomes (paragraph 14)

We note that implicit in the requirement set ouParagraph 14 is the idea that the learning outsdore
an aspiring engagement partner will be achievealitiin a ‘professional development program’ which, in
our view suggests some type of program of formatatlon. However, we believe that practical
experience gained outside of a formal professideaklopment program will play the largest roletie t
development of aspiring engagement partners, andtémdard should revised to better reflect tifie

note that paragraph 14 is identical to requiremset®ut in the recent exposure drafts of IESsahB4

— however these standards address the periodiaf jmiofessional development, during which an
individual typically undertakes a structured pragraf professional accounting education. We do not,
therefore, believe paragraph 14 is appropriatejriten, for this standard.

Related to this, we believe the Standard currdatlgs Explanatory Material on how to achieve the
learning outcomes set out in paragraph 13, deppiteding Explanatory Material on how to achieve
learning outcomes for more complex audits (pardyrs@). We recommend that the Board provide
Explanatory Material on how the learning outconigt®d in paragraph 13 are likely to be achieved. In
our view they are likely to be achieved in a ranfeays including:

» Obtaining appropriate engagement experience;

» Reflection on experience, including structured Beazk and performance management processes;

e Coaching and mentoring activities;

» Patrticipation in structured learning programs;

» Undergoing internal and external inspection proegsand

» Career progression and promotion activities, inidggbarticipation in formalized assessment
centres.



Page 3
Deloitte Touche Tohmatsu Limited
December 11, 2012

Assumptions regarding size and complexity of aerlifpgements (paragraph A32)

We are concerned that the standard creates thedsipn that smaller audit engagements are, by
definition, less complex and likely to be condudbgdsmaller firms (as per paragraph A32). Our
experience is that some smaller audit engagemantbe highly complex. Also as a large audit neftwor
we note that many individual firms within our netlkaindertake significant numbers of audit
engagements that would be regarded as smaller emgags under this Standard. We recommend the
Board provide more explanation in the introductionhe Standard on these important concepts, and in
particular making it clear that it is not appropgigo presume a simple correlation exists betwiken t
concepts of size of audit engagement, complexiguafit engagement, and size of the firm delivetirg
audit engagement.

Applicability to interim reviews

We note that the standard is applicable to thetafidinancial statements and is not required to be
applied to other assurance work. We agree on the ttebe clear on the scope of the standard, but
recommend that the Board considers whether theesabiie standard should extended to include
engagements performed un@drl0 Review of Interim Financial Information Perfoed by the
Independent Auditor of the Entitle believe there is significant overlap betweengtudessional
competence required to perform reviews of intefimaricial information and to perform audits of
financial statements

Applicability to other individuals who sign audpinions

We appreciate the Board’s decision to focus spedifi on the role of the engagement partner angéo
the ISA 220 definition of engagement partner. Wedarstand that in certain jurisdictions individuals
other than those formally admitted as partnersfohamay be permitted to sign the audit opinion.
Whilst there is reference to this in the definitmirengagement partner (‘the partner or other peirsthe
firm...") we believe this is an important point aretommend the Board considers inclusion of additiona
explanatory material to draw attention to the fhet the standard applies to all individuals whymsin
audit opinion, whether or not they carry the deatgm of partner.

Need for post implementation review of proficielesiels (paragraph A22)

We note that paragraph A22 indicates that in pradifAC member bodies may need to set higher
proficiency levels than those set out in the pregastandard. We are concerned that this sugipests
proficiency levels set by the proposed standardremefore not in line with good practice in the
profession. We appreciate that the Board wouldi fieether data to assess whether or not this isdkse,
and so we recommend that the Board conducts ampkmentation review of the standard. One
objective of that review should be to determine Ippoficiency levels used in practice by IFAC member
bodies compare to those set out in the standard.
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Specific Questions

With respect to the specific questions outlinethi Explanatory Memorandum to the Exposure Draft ou
comments are as follows:

Question 1: Does the proposed change to focus orethngagement partner provide greater
clarity, improve the effectiveness and implementatin of the proposed IES 8 (Revised)? If
not, explain the nature of any deficiencies?

We welcome the Board’s decision to focus on the odlengagement partner, a role that is
clearly defined under IFAC pronouncements, andwilg Support this approach.

We do, however, note that despite the clarity pfediwith the definition of an ‘engagement
partner’ this role does cover an extremely broadjesof audit engagements, with very different
levels of relevance to the public, and to publieiast concerns. A consequence of this has been
for the Board to focus the learning outcomes ingigposed standard at the level of a newly
appointed engagement partner on a less complek ailile we appreciate this is a clearly
identifiable point of entry, our concern is thastlevel is not usually where the primary public
interest concerns lie. We do appreciate the aingdls facing the Board in this respect, and have
no doubt this has been a widely debated topiceuvould encourage the Board to revisit this
exclusive focus of the proposed standard. Onetawagdress this would be to introduce the
concept of audits of ‘public interest entities’ dao consider presenting higher levels of
minimum proficiency, or additional learning outcosrfer those serving as engagement partners
on such audits.

Question 2: Does Table A of the proposed IES 8 (Rised) on learning outcomes provide
clarity with respect to the competence areas and\els of proficiency you would expect to
see of a newly appointed engagement partner? Aredhe any learning outcomes you would
expect to see included or eliminated?

The concepts of competence, professional competerdéheir relationship to learning

outcomes are an important basis for the standdodvever, it is unclear if the proposed standard
is seeking to set out a competence framework ineTAtand the accompanying Appendix. In

our experience a structure of competence areaspmas and proficiency levels is commonly
described as a competence (or competency) frameiworkodel), but the Board has not
described Table A as such. This leaves IFAC meibdies and other stakeholders uncertain as
to whether they need to undertake further worketieedbp a framework or to simply adapt Table
A to their local environments. Greater clarityrfrahe Board on what Table A represents is
fundamental to promoting consistent and effectmplémentation.

We note that the Appendix to the standard predentdevels of proficiency — Foundation,
Intermediate, Advanced and Mastery level, andlyetMastery level of proficiency is not
required of engagement partners for any competareze While we understand that the
proposed standard is addressed to those entrydavielers serving on less complex audits, we
believe the Board has created an issue in adotttingnodel which will be poorly perceived and
understood. We can anticipate that those whois@atthe profession will pose the challenge
that if the audit engagement partner, who carrigsate responsibility for an audit opinion, is
not expected to achieve a ‘Mastery’ level competenany of the competence area required to
deliver an audit engagement, then who will be etgubto achieve this level of proficiency? In
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our view greater clarification of the Mastery leeélproficiency, and where it is likely to apply is
required and linking this to the idea of auditpablic interest entities as mentioned above could
help address this issue.

In addition to these points we have made a numbgpexific comments on the content of Table
A under Specific drafting points’ These include a number of suggestions to inertrees
proficiency level in certain competence areas fintarmediate to Advanced. This reflects our
view that it is important that areas of competembéh relate to the identification of risks of
material misstatement should be positioned at aistamtly high level of proficiency.

Questions 3: Does Appendix 1 of the proposed IES(Revised) Exposure Draft provide
adequate clarification to assist in the interpretaion of the learning outcomes that are listed
in Paragraph 13 of the proposed IES 8 (Revised)? ifot, what changes do you suggest?

We believe it would improve clarity if the IAESB veeto include a definition of learning
outcomes in its glossary of terms.

We believe Appendix 1 provides helpful clarificatitor users interpreting the learning outcomes
listed in Paragraph 13 of the proposed IES, howererecommend providing a cross reference
to the Appendix within Table A so that it is cléarthe user that further guidance on the
interpretation of learning outcomes and proficieleels is available.

Question 4: Do the revised requirements in respect more complex audits provide greater
clarity and assist with implementation of the propsed IES 8 (Revised)?

No. We presume that the Board is referring hetbeaequirement stated in Paragraph 19 as this
is the only requirement which refers to the con@épinore complex audits’. In our view this
requirement does not add to the requirement statedragraph 18, and so the intention of the
Board is unclear. Either paragraph 19 representisdr explanation of paragraph 18 and so
should be repositioned as Explanatory Materiagamne specific additional action of the part of
the member body is expected, over and above thereagent in paragraph 18. We believe the
requirement may be an implicit reference to a feetFAC member bodies to establish
additional learning outcomes for more complex audie. beyond those set out in Table A), but
if this is the Board’s intention this needs to leacly stated. The fact that the Explanatory
Material for paragraphs A39 to A41 is headed ‘Aiddial Learning Outcomes for More
Complex Audits’ suggests this may indeed be ther@santention.

Question 5: Does the inclusion of a number of refences to Small and Medium Practitioner
(‘SMP’) engagement partners and their context provile appropriate coverage of their
professional development needs? Do you have any flner recommendations in respect of
how the proposed IES 8 (Revised) could be more atigd toward the needs of SMPs?

As a large network firm we are not in a positiorptovide specific feedback on this point, but
recognise the importance of ensuring that thisdstethdoes appropriately address the needs of
SMP engagement partners. We would urge the Bogpdyt particular attention to the views of
IFAC member bodies and other organisations thaesgmt SMPs on this particular point.

Also please refer to our comments in ‘General Contsi@inder the heading\ssumptions
regarding size and complexity of audit engagem@asagraph A32)
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Question 6: Do you anticipate any impact or implicéions for your organization, or
organizations with which you are familiar, in implementing the new requirements included
in this proposed IES 8 (Revised)?

As written, the standard suggests that the prafeaktdevelopment of engagement partners
remains the responsibility of the IFAC member bedand so would not be expected to directly
impact network audit firms. However, as noted ahove strongly recommend the Board
reconsider explicitly stating the concept of shaesponsibility for the professional development
of aspiring engagement partners.

In practice we recognise that network audit firfes/@ significant role in the development of
engagement partners, and so we would expect tippged standard to impact our organisation.
However, our network of firms operate in a wideie®rof jurisdictions and, as a result, there is
the possibility of a wide variety of ways in whiphofessional accounting organisations across
those jurisdictions may choose to implement IESt & therefore very difficult to determine the
extent or nature of the impact of the proposeddstechon our network.

Question 7: If the IAESB was to issue implementatio guidance together with this IES
(Revised), what would you envisage the guidance lobtke?

We believe it would be helpful for the Board to yide illustrative examples of how in practice
Initial Professional Development for professionad@ntants and subsequent Continuing
Professional Development might be integrated fdividuals progressing to the role of a newly
appointed engagement partners. These examples @ewlonstrate the impact of different
licensing regimes and the interaction between #m®us stakeholders who share the
responsibility for the professional developmenthaf engagement partner.

We also believe it would be helpful for the Boawdhtovide examples of how learning outcomes
could be achieved. These examples should illestratv the concept of shared responsibility for
the professional development of aspiring engagepaniers works in practice in different
environments.

Question 8: In respect of your jurisdiction, in whch areas of the proposed IES 8 (Revised)
would you consider it useful to have implementatioguidance to help you meet the
requirements of this IES?

See answer to question 7 above.

Question 9: Would you consider examples of currergractice in developing competency
models useful in helping you meet the requirementsf the proposed IES 8 (Revised)?

Yes, we believe this would be helpful guidancernwvme. We also ask the Board to clarify if
this question implies that in order to meet theunegments of IES 8 IFAC member bodies are
expected to implement competency models. Thigisuarrently stated as an explicit
requirement of the proposed IES 8.
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Question 10: Is the objective to be achieved by aember body, stated in the proposed
revised IES 8, appropriate?

No, we do not believe the objective as currentlyded is appropriate. As noted in dseneral
Commentsbovewe believe that the fundamental focus of the stehdamains the achievement of
competence, not the undertaking of professionatidgment. We therefore suggest the following
wording for consideration by the Board:

“The objective of an IFAC member body is that eyagaent partners develop and maintain the
professional competence required to perform thelie.r

Question 11: Have the criteria identified by the I1ASB for determining whether a
requirement should be specified been applied approjately and consistently, such that the
resulting requirements promote consistency in impleentation by member bodies?

No — we have the following concerns regarding grepiirements:

« Paragraph 14 — see our concerns set out iG#meral Commentsection above under
the headindProfessional development programs and achievenfdaaming outcomes.

» Paragraphs 15 and 16 - the proposed standard ®ongbe concept of the ‘aspiring
engagement partner’. While we understand the teeddfine this role, particularly in
setting out the path towards engagement partndrs@aior the purposes of writing
Explanatory Material, we do not think it is helpfalrefer to this concept in the
requirements in paragraphs 15 and 16. We notdtlteaequirement in paragraph 13
refers to learning outcomes that ‘demonstrate tbhéepsional competence of those
individuals newly appointed to the role of engagetmpartner and we believe the
requirements related to practical experience iagr@phs 15 and 16 should be similarly
stated.

» Paragraph 17 — as currently written this requirerderes not indicate when or how
frequently the assessment activities should oc@ve.believe the Board's intention is for
assessment to occur at the point immediately poi@ppointment as engagement partner
for the first time (i.e. immediately prior to becomm a newly appointed engagement
partner). However the requirement could be inttgat as requiring ongoing assessment
activities for aspiring engagement partners througtheir professional development
leading up to this point.

» Paragraph 19 - see our response to Question 4 abgasling the requirement set out in
paragraph 19.

Question 12: Are there any terms within the propose IES 8 (Revised) which require
further clarification? If so, please explain the ndure of the deficiencies.

An important concept in this standard is that ef tomplexity of the engagement. The proposed
revised standard refers initially in paragraph S¢athe concept of ‘less complex’ audits, and then
later to ‘more complex’ audits, without identifyiriige factors that that would determine the
complexity of an audit engagement and hence ermddsification of an engagement as a more or
less complex audit. We urge the board provideh&rrexplanatory or introductory material on this
issue. Given the importance of this concept tostaadard we also recommend an additional
paragraph in the Scope section which provides amnviaw of these important concepts.
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Other matters

Effective date

When setting the effective date we believe the Boweds to carefully consider the transitional
implications for individuals already in the role@igagement partner at that date. The Board should
consider setting an effective date that ensuresttralard applies to individuals appointed to the of
engagement partner after an effective date, andgtmvide appropriate transitional guidance for GFA
member bodies on the impact of the standard oretalbsady in the role of engagement partner.

In establishing transitional guidance the Boardusthoonsider making provision for the ‘grandfathefi
of existing engagement partners (i.e. clarifyirtgations where existing engagement partners may be
considered to have already achieved the profedsiongpetence and professional development
requirements set out in the standard). As currembisded the standard would apply, on its effectiate
to all existing engagement partners, and coulcetbe create an unintended situation of mass non-
compliance.

Specific drafting points
In addition to our responses to the specific qoastposed in the Explanatory Memorandum, we also

provide a number of specific comments on the exgodraft together with suggestions for changes to
enhance the clarity of the final standard.

Paragraph | Existing Wording Comments/Suggestions for chan

1 This International Education Standard
(IES) prescribes the professional

The phrase ‘assurance services for audits |of
financial statements’ is odd. We recommend

development requirements for aspiring
engagement partners and serving
engagement partners who provide
assurance services for audits of financial
statements.

rewording as:

This International Education Standard (IES
prescribes the professional development
requirements for aspiring engagement
partners and serving engagement partners
who are responsibléor audits of financial
statements.

~—

5 (c)

The minimum professional competence
requirements to become a newly appoint
engagement partner have been framed i
the context that aspiring engagement
partners operate within an engagement
team;

This wording is unnecessarily complex.

cRecommend simplifying to:

Aspiring engagement partners operate wit
an engagement team;

in

—
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Paragraph | Existing Wording Comments/Suggestions for chan
5 (d) Irrespective of the size or nature of the | Delete this assumption, it is requirement o
audited entity and the firm of the the standard to undertake appropriate CPD

engagement partner providing the audit, | (paragraphs 15 and 16), and so it cannot also
engagement partners progressively develd@e an underpinning assumption that this
their professional competence by happens.

undertaking CPD appropriate to the
complexity of the audit entities that they
serve.

7 Many stakeholders and factors determing Use terminology consistent with the diagram
partner authorization criteria and whether above:
a professional accountant can assume the
role of engagement partner.
Many stakeholders and factors determine
engagemenpartner authorization criteria

and whether a professional accountant can
assume the role of engagement partner

13 (a) (iii) | Approve or recommend an appropriate | We would expect an engagement partner
audit strategy in relation to the audit would always approve rather than
objective. recommend an audit strategy. We
recommend rewording as follows:

Approve an appropriate audit strategy in
relation to the audit objective.

13 (b) (i) Analyze the presentation and disclosures &fe recommend rewording as:
financial statements in the context of the

X . X Assesshe presentation and disclosures of
relevant financial reporting framework.

financial statements in the context of the
relevant financial reporting framework.

13 (c) (iii) | Consider an entity’s risk management Correct typographical error:

g;c:ﬁgse?szggstrzeem?:‘ Irtislskstncﬁ‘nr::(;rt(;?iss par.t__ assessment of risks of material
. misstatement.

misstatements.

13 (e) (i) Analyze relevant industry, regulatory, and We recommend rewording as:
other external factors (e.g., market,
competition, product technology,

environmental requirements) that are use
to form auditor expectations.

Evaluaterelevant industry, regulatory, and
clother external factors (e.g., market,
competition, product technology,
environmental requirements) that are used to
form auditor expectations.

13 (e) Business and organizational environment;We recommend the proficiency level for this
Economics; Business management competency area should be Advanced,
consistent with other competency areas
which refer to the identification of risks of
material misstatement.
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Paragraph | Existing Wording Comments/Suggestions for chany

13 (9) Information technology We recommend the proficiency level for thjs
competency area should be Advanced,
consistent with other competency areas
which refer to the identification of risks of
material misstatement.

13 (h) Business laws and regulations We recommend the proficiency level for th|s
competency area should be Advanced,
consistent with other competency areas
which refer to the identification of risks of
material misstatement.

13 (h) (ii) | Evaluate security and stock exchange Correct typographical error:

regule@Uons_ as they apply to the risks c_)f ... apply to the risks of material
material misstatements and presentation|

. ) misstatement...
requirements of audit engagements.

13 (i) (i) Analyze the various sources of finance | It is not clear why we need to refer to ‘an
available to an audited entity to be able to audited entity’ as this is not a qualifier that
understand the effect on the entity and plahas been used elsewhere in Table A. We
appropriate testing and review procedurgstecommend rewording as:

Analyze the various sources of finance
available to an entity to be able to
understand the effect on the entity and plan
appropriate testing and review procedures

13 (i) (ii) Analyze an audited entity cash flow, It is not clear why we need to refer to ‘an
budgets, and forecasts, as well as workingaudited entity’ as this is not a qualifier that
capital requirements to assess going has been used elsewhere in Table A. We
concern. recommend rewording as:

Analyze an entity’sash flow, budgets, and
forecasts, as well as working capital
requirements to assess going concern.

13 (i) (iv) | Analyze the various types of financial It is not clear why we need to refer to ‘an
instruments used by the audited entity to| audited entity’ as this is not a qualifier that
design the corresponding audit strategy. | has been used elsewhere in Table A. We

recommend rewording as:
Analyze the various types of financial
instruments used by the entity to design the

corresponding audit strategy.
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Paragraph | Existing Wording Comments/Suggestions for chany

13 () () Analyze the most common types of cost afdis learning outcome is strangely
management control concepts and tools | constructed and does not link to the audit
and determine their effect on an entity. | engagement. We recommend rewording as

follows:

Analyze the entity’s approach to cost and
management control to identify and assess$
the risks of material misstatement.

13 (j) (ii) Evaluate the risk that performance The risk is not that override of controls will
management systems will incentivize definitely occur, but that it could occur, so
employees to override controls. we recommend changing ‘will' to ‘may’:

Evaluate the risk that performance
management systems niagentivize
employees to override controls.

Also as this learning outcome addresses a
fraud risk we recommend the proficiency
level for this competency area should be
Advanced.

13 (k) (i) Evaluate the assertions of entity We are unclear what is intended here. Is this
management on a range of audit and referring specifically to management
accounting matters. representations? Or it is referring more

broadly to the ability to discuss, interpret,
assess, consider and evaluate the information
provided by management in the context of
the audit?

13 (1) (ii) Act as a mentor or coach to aspiring It is not clear to us why this learning
engagement partners in respect of outcome is categorized at an advanced level
developing professional competence. of proficiency when some technical elements

are not.

13 (o) (i) Assess the effect on the public interest, tha& his is an extremely wide-ranging outcome
profession, and wider society of a specific as currently worded. We recommend thatl|it
course of action in respect of an entity. | be set in the context of the conduct of an

audit.

13 (q) (iii) | Implement and maintain appropriate In our view the verb ‘ensure’ is not
safeguards to ensure confidentiality of the appropriate here. We recommend changing

audited entity’s information.

the wording as follows:

Implement and maintain appropriate
safeguards to secure the confidentiality of
the audited entity’s information.
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Paragraph

Existing Wording

Comments/Suggestions for chan

15

IFAC member bodies shall prescribe the
sufficiency of, and the environment within
which, practical experience is to be
obtained by an individual aspiring to the
role of an engagement partner.

Use defined term:

IFAC member bodies shall prescribe the
sufficiency of, and the environment within

which, practical experience is to be obtained

by an_aspiring engagement partner

16 IFAC member bodies shall require that a| Use defined term:
Zgné?ii}ir:epg?g?\r?r?cﬂv?;;ﬁ gsraicrtilrfalto the IFAC member bodies shall require that a
P piring " significant proportion of the practical
role of engagement partner be related to . f o
the audit of financial statements experience of an aspiring engagement
' partnerbe related to the audit of financial
statements.
Al This IES builds on requirements the Correct typographical error:
requirement for the development of This IES builds on the requirement for the
professional competence... :
development of professional competence.|.
A2 The role of engagement partner is (a) We recommend the Board carefully review
clearly defined by ISAs, (b) easily this statement in light of ongoing debate
understandable by firms and IFAC memiesbout whether responsibility for an audit
bodies, and (c) publicly visible. The rests with the individual or with the firm.
engagement partner is the person held | We believe that the engagement partner is
responsible by the regulators and other | not always publicly visible, and the extent {
stakeholders within the profession for the which they are may depend on the
quality of an audit. jurisdiction and/or the nature of the audit
engagement.
A6 This IES does, however, recognize that | We believe those working in SMPs will still

there may be situations in which
engagement partners operate within sma
or medium-sized practices (SMPs), and
may not progress through increasing leve
of responsibility.

llresponsibility to reach engagement partne
We therefore suggest rewording as follows:

ll%‘his IES does, however, recognize that thg

need to progress through levels increasing

may be situations in which engagement
partners operate within small- or medium-
sized practices (SMPs), and may not
progress through engagements which are
increasing levels of complexity

[

ere
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Paragraph

Existing Wording

Comments/Suggestions for chan

A7

Appropriate professional development is
critical for assuming the role of
engagement partner, but the following
factors, independent of professional
development, also determine whether the
role of engagement partner can be or hag
been assumed:

A

D

As per our comments relating to the focus
the standard being on competence, we
suggest rewording as follows:

Appropriate professional competerise
critical for assuming the role of engageme
partner, but the following factors,
independent of professional competence,
determine whether the role of engagement
partner can be or has been assumed:

also

A7

The firm, which by definition includes sols
practitioners, determines who can sign af
audit opinion as a legal representative of
the firm. Most firms operate in a
partnership structure, and the partners in
the partnership decide who in that firm ca
assume the role of engagement partner.
professional accountant who has satisfie

the requirements of this IES, and who has

met the requirements of the applicable
licensing regime may, however, not be
selected as an engagement partner in a
firm. Further, individuals who meet the
requirements of this IES may establish th
own practice, which might include audit
engagements, subject to the requirement
the applicable licensing regime. In such
cases, individuals assume the role of
engagement partner of their own volition
by choosing to practice as sole
practitioners. These matters are usually 1
within the control or authority of an IFAC
member body.

N

1

)

A

and recommend that the Board revisit this
wording and attempt to simplify it.

We are particularly concerned that the last
sentence suggests that sole practitioners
ight not be “within the control or authority
of an IFAC member body”, and hence
readers of the standard may be led to
conclude therefore that the requirements g
the standard do not apply to sole
practitioners. We do not believe this is the|
Board’s intention.

eir

s of

ot

b We struggle to make sense of this paragraph

A8

Accordingly, a professional accountant
may meet the requirements of this IES,
possibly for several years, before assumi
the role of an engagement partner.

Recommend avoiding linking back to
previous paragraph:

A professional accountant may meet the

requirements of this IES, possibly for seve
years, before assuming the role of an
engagement partner.

ral
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A8 Accordingly, a professional accountant | We be recommend this paragraph be
may meet the requirements of this IES, | simplified to read:
possibly for several years, before assumin\c,\/h. .

ile a professional accountant may meet

the role of an engagement partner. Most h . ts set out in this IES. this d
professional accountants may never senje € requirements setout in this Te>, this dpes
as engagement partners, depending on a not automatically mean that they Wlll become
range of factors, which may include: an engagement partner. Progression to the

role of engagement partner will depend onla
* The prevailing legislative or regulatory range of factors which may include:

environment; or - L

» The prevailing legislative or regulatory
e Their career choices and progression environment; or

* Their career choices and progression.

All Irrespective of the size or nature of the | This paragraph is specific to sole
audited entity, and the firm of the practitioners, so recommend rewording as
engagement partner providing the audit, Irrespective of the size or nature of the
this IES indicates that engagement partngers dited enti d the fact that the audit is
continue to undertake CPD appropriate o aucited en Iy, an " :

; o ! performed by a sole practitionghis IES
the complexity of the audits in which they : dicates that t part tinbe
serve as engagement partners. indicates that engagement partners con
to undertake CPD appropriate to the
complexity of the audits in which they serve
as engagement partners.

Al4 This IES is applicable to the audits of We recommend deleting this sentence as it

financial statements. does not add to the content of Paragraph 8,
and the subsequent explanation of ‘financial
statements’ can stand alone without this
introductory sentence.

Al4 Similarly, many of the learning outcomes| We believe that audits of financial statements
required for an audit of financial and the audit of environmental or social
statements may be relevant to those measures may well be quite different in
engagement partners responsible for nature and could require different learning
assurance engagements relating to outcomes. We recommend deleting the
nonfinancial statement information, such jaeference to these types of information:
environmental or social measures. Similarly, many of the learning outcomes

required for an audit of financial statements

may be relevant to those engagement
partners responsible for assurance
engagements relating to nonfinancial
statement information.
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Al5 Requiring that aspiring and serving We suggest redrafting to be consistent with
engagement partners achieve professionabur proposed revised wording for the
development through appropriate learningobjective:
outcomes serves several purposes. Requiring that engagement partners develpp

and maintain the professional competence
required to perform their role.

Al5 Second, IFAC member bodies and We believe the reference to employers here
regulatory authorities have a responsibilityshould be specific to firms (as defined in the
to ensure that engagement partners have standard):

:Eg ffgﬂén%r%ﬁrgf ae;(gec(l:iteegtgf them bgeconq_, IFAC member bodigs and regulatpry
’ ’ : authorities have a responsibility to ensure
that engagement partners have the learning
outcomes expected of them by the public,
firms, and clients.

A20 The learning outcomes are the minimum t&Ve believe the second sentence duplicates
be achieved by an individual appointed to the first and does not add value. We
the role of an engagement partner. The | recommend deleting:
minimum leamning outcomes are th_ose thatI'he learning outcomes are the minimum to
provide the base to enable professional b hieved b individual inted to th
accountants to develop a specialization © achieved by an individua’ appointed to the

. role of an engagement partner.
such as an audit engagement partner.

A24 Considering whether accounting standarddVe are concerned that this sentence seems to
are appropriately applied by an audit be an attempt to provide examples of where
entity, as well as determining an professional judgment may need to be
appropriate audit strategy, requires a highexercised within an audit engagement,
level of professional judgment to be however there is no explicit indication that
exercised by an engagement partner. these are just examples or that it is not an

exhaustive list of examples.

A25 Applying the appropriate degree of We believe this sentence could be confusing
professional skepticism to assess audit | in light of the requirements ¢8A 580
evidence gathered as evidence of Written Representatiorend recommend
management’s representations is a key | deleting the reference to management
professional competence of the engagemespresentations and rewording as follows:
partner. Applying the appropriate degree of

professional skepticism to assess audit
evidence is a key professional competence of

the engagement partner.
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A32 Audits for small- and medium-sized entitie8Ve disagree with this statement — many
are usually provided by smaller firms that audits of small and medium sized entities are
may have fewer resources to organize | provided by large network firms. We
formal professional development programsecommend rewording as follows:
Audits for small- and medium-sized entities
may beprovided by smaller firms that may
have fewer resources to organize formal
professional development programs.
A37 Audit engagements vary in the complexity This sentence is poorly worded and difficult
of accounting and auditing matters, the s|z® follow. We recommend rewording as
of the entity, and in the organizational andfollows:
gﬁ;ﬁgﬁ;gggﬁ?g;gﬁﬁ egﬂ%t\ggoseThere are many factors which contribute tq
9 " | the complexity of an audit engagement
including, but not limited to:
» The range of relevant accounting and
audit matters;
» The size and nature of the entity;
* The organizational and operational
complexity of the entity;
» The environment and industry within with
the entity operates.
A39 Appropriate CPD to achieve the learning| These examples of appropriate CPD are

outcomes required to assume the role of
engagement partner for more complex
audits may include the following types of
activities:

» Participating in appropriate learning
and development activities, including
progressively assuming more
responsible roles on engagement teal
and mentoring by more experienced
engagement partners;

» Consultation with specialists and
reflecting on the advice received; and

» Acting on feedback from a firm’'s syste
of quality control, or external quality
assurance programs conducted by

ms

rm

IFAC member bodies or regulators.

specifically identified for the achievement ¢
the learning outcomes for more complex
audits. In our view these represent
appropriate CPD for a wide range of audit
engagements, including more complex
engagements, and we recommend they ar
not limited to those specific engagements.

—n
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A4l If engagement partners do not undertake| Correct typographical errors:
appropriate CPD in respect of their more
complex audit engagements, the IFAC If engagement partners do not un(_jertake
member body may refer the i?equirementsapprOprlate (.:PD In respect of their more
for the monitoring of CPD as set out in IESComplex audit engagements, the_IFAC
7 Continuing Professional Development member bo_dy may refer toe requiremen uirements
"| for the monitoring of CPD as set out in IES
Continuing Professional Development.
Very truly yours,

At

Jens L Simonsen

Managing Director

Global Audit Services
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