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This meeting summary of the International Ethics Standards Board for Accountants (IESBA) has been 
prepared for information purposes only. Except for approval of documents for public exposure and 
issuance of final pronouncements, decisions reported are tentative and reflect only the current status of 
discussions on projects, which might change after further deliberation by the IESBA.  
 

 
Revised IESBA strategy 
The IESBA discussed and agreed to a revision to its strategy and activities for 2012. The board believes it 
is important to have a position on the key regulatory proposals in Europe, the U.S., the Netherlands, and 
other jurisdictions. The IESBA also noted that certain publicly reported accounting irregularities may have 
ethics implications for accountants in business. In response to these matters the IESBA agreed that: 

• It would undertake to understand the facts involved in recent accounting irregularities and 
determine whether it should enhance Part C of the Code to provide professional accountants in 
business with greater support in responding to any related ethical issues. This research will 
inform the board's 2013-2014 Strategy and Work Plan; 

• For the IESBA to properly exercise its position as a global standard setter of ethics for 
professional accountants, it should develop a position on the matters under consideration in 
Europe, the US, and other jurisdictions that are within the board's purview.  

• It would consider how it might improve the structure of the Code to raise the visibility of its 
requirements and prohibitions and clearly explain who is responsible for meeting them. The 
IESBA understands from comment letters on previous exposure drafts that structure and 
responsibility pose challenges in terms of adoption and enforcement.  

• A subgroup of the Planning Committee will develop a “straw man” for the consideration of the 
IESBA at its June meeting. The “straw man” will present a revised structure and a clarified 
responsibility framework.   

• Proposed position papers on key issues, such as firm rotation and non-assurance services, will 
also be developed by the Planning Committee subgroup and presented to the board in June. 

 
Responding to a Suspected Illegal Act 
The IESBA discussed the position to be taken in an Exposure Draft. The IESBA agreed that: 

• An auditor and a professional accountant in practice providing non-assurance services to an audit 
client should be required to disclose, where the client has not done so, to an appropriate authority 
suspected illegal acts that affect financial reporting or fall within the expertise of the professional 
accountant, and that are of such consequence that reporting would be in the public interest.  

• Accountants performing non-assurance services to non-assurance clients and accountants in 
business shall disclose the matter to the external auditor. If the response to the matter is not 



 

appropriate the professional accountant has a right to disclose the matter to an appropriate 
authority. The accountant would be expected to exercise that right.  

• It was recognized that exceptional circumstances may exist where a reasonable and informed 
third party would conclude that the public interest is not served by such disclosure because the 
probable consequences, such as the risk to personal safety of the professional accountant or 
other individuals, would outweigh the benefits of disclosure. 
 

The matter will be discussed with the IESBA CAG at its March meeting and IESBA plans to approve an 
Exposure Draft during an IESBA meeting to be held in April by conference call.  
 
Breach of a Requirement of the Code 
The IESBA discussed exposure draft responses to the key issues: 

• Respondents were supportive of the Code addressing breaches.  
• Respondents expressed mixed views on whether all independence breaches should be reported 

as soon as possible to those charged with governance. A majority felt that all breaches should be 
reported and a minority felt that breaches that were not significant need not be reported. Many 
respondents commented on the timing of such reporting, including that insignificant breaches not 
be required to be reported as soon as possible. Three respondents suggested reporting breaches 
to a regulator in certain circumstances. The IESBA concluded that all breaches should be 
reported to those charged with governance, but it may be appropriate to have some flexibility on 
the timing of reporting of less significant breaches. The IESBA did not think it appropriate for the 
Code to require reporting to a regulator. 

 
The IESBA will consider revised wording at its June Meeting. 
 
SME/SMP Working Group 
At its February meeting, the IESBA discussed a possible project to clarify the importance of client 
management's role in an accountant's delivery of bookkeeping services to audit clients that are not public 
interest entities, including consideration of the meaning of “routine or mechanical” services. The IESBA 
determined that the clarification could be provided through a staff Q&A. 
 
Revision to Definition of Engagement Team 
The IESBA approved an exposure draft to revise the definition of an engagement team to make it clear 
that internal auditors providing direct assistance to an external auditor are not considered to be part of the 
audit engagement team under the Code and eliminate the perception that the Code and ISA610 Using 
the Work of Internal Auditors are in conflict. 
 
Regulatory Developments 
The IESBA received a report on developments regarding EC proposals for a Regulation on specific 
requirements regarding the statutory audit of public-interest entities. It also received a presentation of a 
summary of the Findings in AFM’s (Netherlands Authority for the Financial Markets) report “Incentives for 
Audit Quality”. 
 



 

IESBA Staff Documents 
The IESBA approved a process for developing and issuing staff publications. It also commissioned a staff 
publication on maintaining quality while under pressure to reduce fees. 
 
Next Meeting 
The IESBA will next meet by conference call in April. The next physical meeting of the IESBA is 
scheduled to be held on June 18-20, 2012 in New York., USA. 
 


