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Executive summary

At its fifteenth session, the Intergovernnental Wrking G oup of Experts
on International Standards of Accounting and Reporting (I SAR) decided to devote
its sixteenth session to the devel opnment of a gl obal accounting curricul um and
other qualification requirenents for professional accountants. Wile work was
al ready well advanced on this topic, it considered that, given the progress at
the World Trade Organization on accounting disciplines, it was necessary to
produce a global curriculumto serve as a benchmark to cut the tinme and cost of
negotiating mutual recognition agreenments. It therefore requested UNCTAD to
continue its work on the devel opnment of a global curriculumas well as on other
requi renments for professional accountants in cooperation with other relevant
bodi es such as the International Federation of Accountants, the Arab Society of
Certified Accountants and the Association of Chartered Certified Accountants.
It further requested that UNCTAD report back at its sixteenth session. This
report is in response to that request, and describes the work undertaken and the
el ements of a guideline for the qualification of professional accountants. The
purpose of the guideline is to establish a benchmark for national qualifications
and to assist holders of those qualifications to function in a global econony.
The gui deli ne has been devel oped for the benefit of the international community
as a whole in order to pronote global harnonization of professional qualification
requi rements. VWhile there are international standards for the provision of the
servi ce of accounting, there are no gl obal standards for the service providers.
It should be noted that the purpose of this exercise was not to establish a
“global qualification”, since qualifications are usually given at the nationa
| evel .
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l. I nt roducti on

1. One objective of the Intergovernnental Wrking Goup of Experts on
I nternational Standards of Accounting and Reporting (ISAR) is to strengthen the
accountancy profession worldwide in order to create a gl obal profession capabl e of
offering its services across borders. To attain this objective UNCTAD has
undertaken an exerci se to design a benchmark or guideline for the qualification of
pr of essi onal accountants which woul d establish a point of reference for nationa
qualifications and assi st holders of those qualifications to function in a globa
econormny. This exercise was carried out in collaboration with an informal
consul tative group of experts fromthe Arab Society of Certified Accountants, the
Associ ation of Chartered Certified Accountants, the Certified General Accountants
of Canada, the European Conm ssion, The Fédération Internationale des Experts
Conpt abl es Francophones (FIDEF), the Institute of Chartered Accountants of Scotl and,
the Polish Accounting Standards Board, the International Federation of Accountants
(I'FAC), and representatives from acaden a and international accounting firnms.

2. The conponents of this systemincl ude:
(a) general know edge and skills;
(b) detailed curriculumfor professional (technical) education
(c) professional exam nations;
(d) practical experience;
(e) continuing professional education; and
(f) a certification schene.

3. The gui deli ne was devel oped for the benefit of the international comunity as
a whole in order to pronote global harnonization of professional qualification
requi renents. Such harnoni zati on woul d cl ose the gaps in national education systens,
cut the cost of mutual recognition agreements and thereby increase transborder
trade in accountancy services. Wiile there are international standards for the
provision of the service of accounting, there are no global standards for the
service providers. It should be noted that the purpose of the exercise was not to
establish a “global qualification”, since qualifications are usually given at the

nati onal level (although there are several exceptions), but to establish a
benchmar k.
4, The informal group has been neeting during the past four years follow ng

decisions taken at the twelfth, thirteenth and fifteenth sessions of ISAR. At its
fifteenth session, |SAR decided that UNCTAD should continue its work on the
devel opnment of a global curriculumin cooperation with relevant bodies, as well as
on other requirements for the training of professional accountants, and should
report back to ISAR at its sixteenth session. The Chairperson of the fifteenth
session noted that the International Forum of Actuaries Associations had undertaken
a simlar exercise to produce mninmm global guidelines for the education of
actuaries in order to protect their professional titles and the public.

5. ISAR, in selecting a topic for the sixteenth session, considered that the work
on the global curriculum was already well advanced, nmaking it possible that a
concl usion could be reached at its sixteenth session. Mreover, it was considered
t hat producing a benchmark for professional qualifications had beconme a matter of
sone urgency, given the progress made in the area of accounting at the World Trade
Organi zation (WO .

6. The informal consultative group made its reconmendations after having
consi dered and di scussed numnerous background papers (listed in annex 1). The group
al so drew considerably on the work of the IFAC s Education Conmttee, particularly
its guidance relating to the qualification of professional accountants (also |isted
in annex 1). G ven the educational guidelines and materials of |IFAC and the work
of the experts, particularly on the detailed global curriculum there now exists
some specific guidance on the steps that need to be taken at the national |level to
ensure the proper formation of professional accountants. Recent events have re-
enforced the need for such guidance. First, WO has conpleted its work on the
di sciplines for the donmestic regulation of licensing requirements and procedures,
qual i fication requirenents and procedures, and technical accounting and auditing
st andar ds. The WO disciplines do not set out in any detail what |icensing
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requi renents and qualification requirenents should be; they only stipulate that the
requi renents should not constitute unnecessary barriers to trade. The disciplines,
therefore, do not specify what is required to becone a professional accountant. As
it is not the task of WIO to develop qualification standards, the devel opment by
| SAR of a global qualification and an accreditation systemwould contribute to the
work of WIO. For exanple, the has a dispute settlenent procedure for cases which
infringe on free trade agreenents, and a gl obal benchmark for qualifications would,
at least in theory, be of sonme use in resolving disputes about the recognition of
qual ifications.

7. Second, in the wake of recent financial crises, various deficiencies in
accounting disclosure and auditing have cone to light, adding to the grow ng
pressures to use international accounting standards. The need for better accounting
di scl osure has been enphasized by Arthur Levitt, Chairman of the United States
Securities and Exchange Conm ssion according to whom

“The significance of transparent, tinmely and reliable financia
statenments and its inportance to investor protection has never been
nmore apparent. The current financial situations in Asia and Russia
are stark exanmples of this newreality. These markets are |l earning a
pai nful | esson taught many tinmes before: investors panic as a result
of unexpected or unquantifiable bad news.”

8. The use of i nternational accounting standards depends critically on the
exi stence of qualified accountants and auditors, but there are many obstacles to
teaching international accounting standards. The fact that accountants’

understanding is often limted to their own national standards and standard-setting
processes constitutes an important inpedinent to raising capital globally and to
financial stability. Thus, globalization and the |iberalization of capital markets
have inplications for accountants and auditors. They not only have to be equi pped
to operate in these markets, but they also have to ensure their efficient
functioning. dobalization also requires that one or nore accounting qualifications
shoul d be transportable over national frontiers. Accountants who have already
qualified with a recogni zed professional body find it hard to understand why they
shoul d have to re-qualify with another body if they wish to npbve across nationa
frontiers. Accountants from devel oping countries have additional difficulties in
that their local qualifications are not recognized abroad, and transnationa
corporations and international agencies located in their countries depend on foreign
accountants. A benchmark for qualifications would help developing countries to
establ i sh whether the qualifications of their nationals were of conparable standard
to those el sewhere. |[|f they could not neet the benchmark, then it would be clear
where remedi al action was needed. This paper is divided into three sections: a
description of the conponents of a system for the qualification of professiona
accountants; a description of certification systens; and recomrendations. The
detail ed global curriculumcan be found in docunent TD/ B/ COM 2/1 SAR/ 6

. Conponents of a systemfor the qualification of professional accountants

A Cenera
9. The components of a system for the qualification of professional accountants
are:

(a) Ceneral education and skills;

(b) Pr of essi onal education

(c) Assessnent of professional conpetence;

(d) Rel evant experience;

(e) Cont i nui ng professional education; and

(f) Certification.
10. In a normal career path, people receive their general education prior to their
pr of essi onal education, although some subjects may be studied concurrently in many
educational institutions. Candi dates frequently obtain professional experience
while they are receiving their fornal education; otherw se, they obtain the

rel evant experience after they have conpleted their formal education. Professiona
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conpetence may be assessed following the conpletion of the periods of education and
experience, but in many cases the exami nation is taken prior to conpletion of the
entire period of relevant work experience.

The goal of education and rel evant experience in the qualification of professiona
accountants

11. According to IFAC s International Educational CGuideline (IEG No.9, “The goa
of education and experience nust be to produce conpetent professional accountants
who are capable of making a positive contribution over their lifetimes to the
profession and to the society in which they work. The mai ntenance of professiona
conpetence in the face of the increasing changes they encounter makes it inperative
that accountants develop and maintain an attitude of learning to |earn. The
education and experience of professional accountants nust provide a foundation of
know edge, skills, and professional values that enables themto continue to |earn
and adapt to change throughout their professional lives.”

12. Achieving this goal requires grounding in the skills, know edge (both genera
and technical) and professional values essential to professional conpetence. The
skills which professional accountants nust attain through educati on and experience
are discussed in section B below. The know edge that individuals nmust acquire prior
to qualification consist of general know edge and professional know edge. Genera
know edge is discussed in section C below. Professional know edge, according to
| FAC s gui dance, may be grouped into three categories: organizational and business
know edge; informati on technol ogy know edge; and accounting and accounti ng-rel ated
know edge. Professional know edge is discussed in Section D and prof essi onal val ues
in section E, below. Determning the |evel of attainnment of aspiring professiona
accountants is the subject of section F. This assessment of professional conpetence
is nornally done through an exam nati on schene. Section G discusses the subject of
rel evant professional practice requirenents, and section H describes the elenments
of a programme for the continuing education of professionals.

B. Skills

13. It is not sufficient for aspiring professional accountants to possess only
theoretical know edge. Accountants nust also have the ability to apply theoretica
knowl edge to practical, real-life situations, by obtaining, analysing, interpreting,

synt hesi zi ng, evaluating and comuni cating information. Many believe that these
skills are best acquired during a period of general education prior to professional
education. However, it should also be recognized that sonme el enents of know edge
and skills are often acquired concurrently during the period of general and
pr of essi onal educati on and whil e obtaining practical experience. Exanples of such
skills are interpersonal, communication and problemsolving skills.

GQui dance from | FAC

14. The skills that | FAC believes that professional accountants nmust obtain are
intellectual skills, interpersonal skills, comunication skills and information
technol ogy skills. These skills, as described in IEG No. 9, are as foll ows:

(a) Intellectual skills:

- the capacity for inquiry, research, abstract |ogical thinking,
i nductive and deductive reasoning, and critical analysis;

- the ability to identify and solve unstructured problems in unfamliar
settings and to apply problemsolving skills;

- the ability to select and assign priorities within restricted resources
and to organize work to neet tight deadlines;

- the ability to adapt to change.

(b) I nterpersonal skills:

- the ability to work with others in a consultative process, particularly
in groups, to organize and delegate tasks, to notivate and devel op
people, to withstand and resolve conflicts, and, at appropriate tinmes,
to | ead others;
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- the ability to interact with culturally and intellectually diverse
peopl e;

- the ability to negotiate acceptable solutions and agreements in
prof essi onal situations;

- the ability to work effectively in a cross-cultural setting.

(c) Comuni cation skills:
- the ability to present, discuss and defend views effectively through
formal and informal, witten and spoken | anguage;
- the ability to listen and read effectively, including a sensitivity to
cultural and | anguage differences;
- the ability to locate, obtain, organize, report and use information
from human, printed and el ectronic sources.

(d) I nformation technol ogy skills:

- to operate at least two types of data processing systens; these would
normal ly be a stand-al one micro conputer systemand a nulti-user |oca
network system

- to use electronic mail

- to access and retrieve information froman on-1ine database such as the
wor | dwi de web;

- to wuse: a word processing programre; an accounting spreadsheet
programre; a database package; and at |east one accounting (book-
keepi ng) programme (such as Peachtree Accounting).

Gui dance from ot her professional groups

15. The Accounting Educati on Change Comm ssion (AECC) in the United States was
formed in 1989 by the Anerican Accounting Association, the primary organization of
accounting academcs in that country, and was financially supported by the Sponsors’
Educati on Task Force. The Task Force memnbers represented the | argest professiona
accounting firms in the United States. The objective of the AECC was to be a
catalyst for inproving the academ c preparati on of accountants so that entrants to
t he accounting profession woul d possess the skills, know edge and attitudes required
for success in accounting career paths. The guidance in the AECC s Position
Statenent No. One, “Cbjectives of education for accountants” (Septenber 1990), is
generally simlar to the guidance fromIFAC in I EG No. 9.

16. UNCTAD al so reviewed the “Syllabus for entry to the chartered accountancy
prof ession” of the Provincial Institutes of Chartered Accountants in Canada and
Bermuda’s. The skills, in addition to know edge, that the Institutes consider to
be inportant for professional accountants, as listed in their 1997 syllabus, are
also simlar to those suggested by | FAC.

C. Educati on for general know edge
Hi gher education requirenent

17. According to a survey by the WIO secretariat (see “Synthesis of the responses
to the questionnaire on the accountancy sector”, S/ WPPS/W 11, dated 5 May 1997),
“Most of the countries who have responded to the questionnaire require a higher
(post-secondary) degree in order to qualify as an accountant. The length of the
studi es necessary to obtain the degree ranges froma mninmum of three years to a
maxi mum of five.”

18. In some countries, students receive their general education from educationa
institutions separately and prior to entering a programre of professional studies.
In other countries, the courses in general education subjects and the courses in
prof essional subjects are taken during the sane programe. The choice of a single
programe or two separate progranmes is one for each country to make, dependi ng on
governnent | aws and regul ati ons, educational conditions, professional standards and
ot her considerations.

19. | FAC does not recommend any particul ar general know edge syllabus. UNCTAD has
al so concluded that it is not practical to prescribe a specific curriculum for
general know edge since this is a function of many different cultural, sociol ogical
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and environnental factors, and should be decided at the national |evel. However,
| FAC' s guidance in IEG No.9 states that a broad-based education should provide
accountants with:

- an understanding of the flow of ideas and events in history, the different
cultures in today’'s world and an international perspective;

- basic know edge of human behavi our

- a sense of the breath of ideas, issues and contrasting economnmic, politica
and social forces in the world;

- experience in inquiry and eval uation of quantitative data;

- the ability to conduct inquiry, carry out abstract |ogical thinking and
understand critical thinking;

- an appreciation of art, literature and science;

- an awareness of personal and social values and of the process of inquiry
and j udgenent;

- experience in making val ue judgnments.

20. The informal consultative group has concluded that candidates for a
pr of essi onal designation should have conpl eted a course of appropriate studies from
an accredited higher education institution prior to becom ng certified.

D. Educati on for professional know edge
Gui dance from I FAC
() Organi zati onal and busi ness know edge

21. According to IFAC s IEG No.9, the reconmended organizational and business
know edge core subjects are:

- econom cs;

- quantitative nethods and statistics for business;
- organi zational behavi our;

- operations managenent;

- marketing;

- international business;

(ii) Information technol ogy know edge

22. | FAC has issued I EG No. 11, entitled “Information technology in the accounting
curriculunf, to supplement the guidance provided in EG No.9. |EG No.11, revised
in 1998, states that all professional accountants, irrespective of their primry
wor ki ng responsibilities, nmust have at |east a general |evel of know edge in each
of the follow ng areas:

- information technology (IT) concepts for business systens;
- internal control in computer-based business systens;

- devel opnent standards and practices for business systens;
- managenent of |IT adoption, inplenentation and use;

- evaluation of computer-based business systens.

23. After the basic techniques of electronic data processing (how to use micro
conputers and basic software, such as an operating programe and word processing and
spreadsheet progranmes) have been mastered, the study of the above IT concepts
shoul d be integrated into the study of other professional subjects.

24. In 1998, IFAC supplenmented IEG No.11 with the international technology
guideline No.1 entitled “Managing security of information”. Recogni zi ng the
critical inportance of the effective nanagenent of information, information systens
and comunications to the success and survival of an enterprise, the guideline
describes the principles of information security and approaches to the
i mpl enmentation of security techniques.

25. O particular inmportance to all professional accountants, regardless of their
speci fic domain of professional activity, is the issue of internal control. This
shoul d be given particul ar enphasis in any education or training programre.
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(iii) Accounting and accounting-rel ated know edge

26. | FAC s recomended core subjects in accounting and accounting-related
know edge are:

- financial accounting and reporting;
- managenent accounti ng;

- taxation;

- business and conmercial |aw,

- external and internal auditing;

- finance and financial managenent;

- professional ethics;

Curriculum for professional know edge

27. IFAC's IEG No.9 does not include a specific educational curriculum for
prof essi onal knowl edge - the scope of the guideline is to provide a genera
framework for the subject matter of the education of aspiring professional
accountants.

28. As stated in the introduction to this paper, |SAR has concluded that many
devel opi ng countries and countries with econonmes in transition need nore than a
general guideline for designing or evaluating the accounting curricula of their
educational institutions. The |SAR del egates consider that there is a need for a
nodel curriculumto serve as a benchmark if such countries are ever going to be able
to denonstrate that their educational programres are conparable to the programes
in other countries. Many States Menbers of the United Nations cannot afford to have
a mechani sm such as a special education conmittee to |link the needs of the gl oba
market with the education of accountants in their country. Neverthel ess, devel oping
countries face barriers if they do not conmply with world standards. Accordingly,
| SAR requested UNCTAD to devel op such a model curriculumfor consideration at the
si xteenth session of |SAR

29. The informal consultative group set up by UNCTAD has net five times during the
| ast four years to fornulate a nodel curriculum (as well as to make recomendati ons
on other elenments of the contents of a systemfor the qualification of professiona
accountants). During this tinme, UNCTAD studied the curricula published by
pr of essi onal organi zations around the world, and found several curricula which neet
the I FAC guidelines in IEG No.9 and which also contain sufficient detail to be
useful for the devel opment of a nodel curricul um

30. The informal consultative group found that curricula historically have been
prescriptive, that is, they specify the general and technical subject matters that
pr of essi onal accountants need to study to acquire the appropriate know edge and
skills. However, in sone of the devel oped countries, another approach, called the
“conpet ency- based approach”, is being followed. This approach takes outcones ( that
is, what is required of a person for that person to be considered a qualified
prof essi onal accountant) as the starting point for course and syl |l abus devel opnent.

31. The gl obal curricul um devel oped by the informal consultative group (contained
in docunent TD/B/COM 2/1SAR/6) follows the first prescriptive approach, because the
group felt that this would be nmore useful in nost countries of the world. The nodel
was devel oped after a thorough review of seven curricula known for their outstanding
quality. A matrix was devel oped to conpare their content with that suggested by
| FAC educational guidelines. The nodel has been based primarily on the curricula
of the Association of Chartered Certified Accountants and the Certified Cenera

Accountants of Canada, and IFACs IEG No.11 “Information technology in the
accounting curriculunt (revised 1998), and its international technol ogy guideline
No. 1, “Managing security of information”. The subject matter in these curricula

was supplenmented with topics contained in the other curricula reviewed by UNCTAD and
by subj ects suggested by nenmbers of the informal consultative group. (The curricula
revi ewed by UNCTAD are listed in the Bibliography).

32. The informal consultative group has reviewed the nodel curriculum and
recommends that it be included as part of |ISAR s guideline for the qualification of
prof essional accountants. Wile it is worth pointing out that sonme of the subjects
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in the nodel curriculum as well as the other guidance in this report, will becone
outdated and other subjects and information may need to be added, the infornmation
shoul d not go out of date rapidly. ISAR will continue to study energing issues as

they arise, such as has been done recently for the topics of new financial
i nstruments and environmental accounting, anmong others.

33. The informal consultative group considers that the detail ed model curriculum
or global curriculum should nmerely be a starting point for a country wishing to
bring its systemof qualification into line with global requirenents. The rel evant
authorities in each country woul d be expected to devel op a syllabus on the basis of
the curriculum and indicate the tine to be spent on each subject. A weighting
system for the subjects would be inpractical on a gl obal basis.

E. Pr of essi onal val ues

34. Concer ni ng professional values, |IFAC s guidance in IEG No.9 states that:
“[Professional accountants need to have] ... a framework of professional
val ues for exercising good judgment and for acting in an ethical manner that
is in the best interest of society and the profession ... The attributes which
coll ectively conprise the values and attitudes of professional accountants
are:

- acommtnment to act with integrity and objectivity and to be i ndependent
under applicabl e professional standards

- a know edge of the standards of professional ethics of the nenber body to
whi ch an individual aspires to join

- a concern for the public interest and sensitivity to social
responsibilities

- aconmtnent to lifelong | earning”.

35. | FAC has al so issued the Code of Ethics for Professional Accountants (revised
1998). According to the Code, “... the objectives of the accountancy profession are
to work to the highest standards of professionalism to attain the highest |evel of
performance and generally to neet the public interest ... These objectives require
four basic needs to be net: credibility; professionalism quality of services; and
confidence ... In order to achieve the objectives of the accountancy profession,
prof essi onal accountants have to observe a nunber of ... fundanental principles.

The fundanental principles are: integrity; objectivity; professional conpetence and
due care; confidentiality; professional behaviour; and [the relevant] technica
standards [for carrying out professional services].”

36. The informal consultative group believes that appropriate values are very
important in defining an individual as a professional. The informal consultative
group endorses the gui dance of | FAC on professional values as contained in | EG No.
9 and its Code of Ethics for Professional Accountants.

F. Assessnent of professional conpetence
Gui dance from | FAC

37. The general recomendati ons by | FAC on this subject are contained in | EG No. 9.
Begi nning i n paragraph 44, the I1EG states that:

“An appropriate process of assessnent of professional conpetence must exi st
or be established. A required conmponent of the assessnent process for
i ndi vi dual s seeking to becone qualified is a final exam nation, adm nistered
by or with substantive input from the professional body or regulatory
authority. The exami nation nust be conprehensive, require a significant
portion of responses to be in witing, and be adm ni stered near the end of the
educational and, where appropriate, experience requirenment.

“The assessnment process, which may take a variety of forms, should be
appropriate to the know edge, skills and professional val ues being eval uat ed.
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This assessnent process nust include as a conponent an exam nation of
pr of essi onal conpetence, for several reasons. First, pr of essi onal
or gani zati ons, particularly those that are self-regulatory, have a
responsibility to ensure that their nmenbers have the conpetence expected from
them by society. Second, individuals who assume responsibility for certain
aspects of the well being of others need to denonstrate their ability to
di scharge themin a conpetent manner. Third, the well being of society and
the credibility of the profession are enhanced by ensuring that only those who
meet the conpetency standards are able to hold thenselves out as
pr of essi onal s.

“1t is acknow edged that the nature of an exam nation of professional
conpetence is the responsibility of the menmber bodies and that there is no
single preferred nethod for testing professional conpetence ... The
exam nation of professional conpetence should contain a significant weighting
assigned to answers in witing to provide an i ndependent basis for assessnent
of the individual's know edge and skills. The exam nation may include
el ements of oral and group assessnents. Appropriate assessnent techniques are
critical to the credibility of the final exam nation

“Exam nations of professional conpetence nmay consist of a series of conmponents
or parts over the individual's education and experience period. The timng
of the final or ultimte conponent or part of the exam nation of professional
conpetence should be at or near the end of the individual's education and
experience prograns. It should al so be conprehensive enough to cover the
entire body of know edge necessary to become qualifi ed.

“Assessments of professional conpetence should neasure more than just
theoretical know edge. For exanple, candidates should be able to denonstrate
t hat they:

- have a sound technical knowl edge of the specific subjects of the
curricul um

- have an ability to apply technical know edge in an anal ytical and practi cal
manner ;

- are able to extract from various subjects the know edge required to sol ve
mul ti pl e topic probl ens;

- can identify information relevant to a particul ar problem by distinguishing
the relevant fromthe irrelevant in a given body of data;

- are able, in multi-problemsituations, to identify the problenms and rank
themin the order in which they need to be addressed;

- appreciate that there can be alternative solutions and understand the role
of judgnent in dealing with these;

- have an ability to integrate diverse areas of know edge and skills;

- can comunicate effectively to the wuser by fornulating realistic
recommendations in a concise and | ogical fashion; and,

- have know edge of the ethical requirements of the profession.”

38. In March 1998, |IFAC s Education Committee issued a docunent entitled *An
advi sory on exam nation adm nistration” (Study 1). The stated purpose of the
advisory is to “... indicate what issues need to be considered in the admi nistration
of exam nations and what processes mght be adopted to address the issue [of
exam ning students to nmeasure their professional conpetence]”. The contents of the
advi sory can be summari zed as foll ows:

(a) Phases of the exam nation process;

(b) O her policy issues, such as: the objectives of exam nations; the scope
of exam nations; types of questions asked; the wuse of ora
presentations as part of an exam nation; exam nation aids allowed by
candi dates; and the acceptance of “open book” exam nations;

The inmportance of maintenance of confidentiality;

Exam nati on procedures nmanual s;

The devel opnent of exam nati ons;

Checking the identity of candi dates;

Exam nation facilities and the conduct of the exam nation;

e Y Y Y e
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(h) Gradi ng the exam nati on papers;
(i) Approving the results of the candi dates’ perfornmance, communicating the
results and providing for appeals against the results awarded.

The informal consultative group believes that the guidance of IFACin |IEG No.9

and its docunment, “An advisory on exam nation adm nistration” (Study 1), should be
included in the |1 SAR guideline for a systemfor the qualification of professiona
accountants.

G

Practical experience required for professional certification

GQui dance from | FAC

40.
No. 9.

The experience requirements recomended by |IFAC are also contained in IEG
Begi nning i n paragraph 49, the IEG states that:

“An appropriate period of relevant experience in performng the work of
prof essi onal accountants nmust be a conponent of a prequalification program
The period of experience may vary due to differences in the environment in
whi ch professional accountants offer their services. However this period
shoul d be | ong enough to permt prospective accountants to denonstrate that
t hey have gai ned the knowl edge, skills, and professional values sufficient for
performng w th professional competence and for continuing to grow throughout
their careers. This objective cannot nornmally be net in a period of |ess than
three years. [enphasis added].

“The term ‘relevant experience’, as used in this Guideline, refers to
participation in work activities in an environment appropriate to the
application of professional know edge, skills, and values. Rel evant
experience provides a professional environment in which the accountant:

- enhances his or her understanding of the organization and functioni ng of
busi ness

- is able to relate accounting work to other business functions and
activities

- becones aware of the environment in which services will be provided

- develops the appropriate professional ethics and values in practical, real-
life situations

- has an opportunity to work at progressive |evels of responsibility

- obtains the specialized accountancy training needed to ensure professional
conpet ence

“Prospective professional accountants should gain their relevant experience
in accounting positions deened appropriate by the body to which they are

appl yi ng.

“Experience leading to qualification should be conducted under the direction
and supervision of experienced nmenbers of the profession as identified by the
pr of essi onal body or regul atory agency.

“Gven the variety of circunstances that exi st anong accountancy bodies, the
requi renents for relevant experience may vary from one to another. However,
t he professional body or regul atory agency should ensure that the experience
gained is acceptable. Anobng the steps it mght take are the foll ow ng:

- establish a systemthat provides for the nmonitoring and reporting of the
experience actually obtained by the student

- provide detailed witten guidance in the formof manuals for enployers and
students

- establish a nechani smfor approving enployers as suitable for providing the
appropri ate experience for the students; (this may be in the form of a
conmittee that reviews the reputation and nature of practice of any
applicant enmployer to ensure that the enploynent situation is satisfactory)
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- assess and approve the work experience environnent before the comencenent
of enployment; (to this end, the nature and scope of rel evant experience
and the organi zati onal structure of the enployer should be considered to
ensure that the student receives proper direction, supervision, counselling
and eval uati on)

- assess the experience gained on the basis of a witten and/or ora
subm ssi on made by the student, appropriately supported by enpl oyers, etc.,
at the point of application for nenbership

- review enpl oyers previously approved; the review may advi se an enpl oyer on
areas that need inprovenment or may recommend that approval be withdrawn if
condi tions have changed to the extent that rel evant experience criteria are
not bei ng met

- establish a systemof periodic reporting to cover changes, if any, in the
nature, scope, and content of the practical experience provided to the
prospective professional accountant in cases where it may be inpractica
to visit all approved enpl oyers

“For a programme of relevant experience to be effective, close collaboration
is necessary between the professional body or regulatory authority, the
prospective professional accountant and the enpl oyer providing the experience,
whether it be in industry, conmerce, government or public practice.

“The programre of rel evant experience should be designed and inplenented to
be nmutually beneficial to the prospective professional accountant and the
enpl oyer. It should neet the relevant experience requirenents set by the
pr of essi onal body and be cost-effective for the enployer.

“A record of the actual experience provided for each prospective professional
account ant shoul d be mai ntained either by the enployer or by the prospective
accountant and reviewed by the professional body. The record should be
conpared regularly with the overall experience program established for the
prospective professional accountant to ensure that the requirenents
establ i shed by the professional body or regul atory agency are being met, and
that the prospective professional accountant is being adequately counsell ed
when progress within the program does not match the antici pated devel opnment
rate. It will also provide an opportunity for the prospective professiona
accountant to comrent on the work experience and contribute to further
devel opnent .”

41. The informal consultative group al so believes that | SAR should include inits
gui deline a recommendati on that candi dates for a professional qualification should
have a mni mum of three years of relevant experience, in accordance with the |IFAC
gui dance cited above. The appropriate professional body or governnmental agency in
the country that regulates the accountancy profession should specify the type of
experi ence.

H. Conti nui ng professional education
42. One of the qualities sought from those hoping to enter the accounting
profession (or any other profession) is a commtment to |ifelong |earning.

Accountants are expected to keep up their know edge of current affairs, including
the | ocal econony and the gl obal econony, and, particularly, of developnents in the
fields of accounting and auditing. Fi nanci al and technol ogi cal innovations are
being introduced at an increasingly rapid rate and are mmjor drivers of the
gl obal i zati on of the econony. Thus, the success in an exami nation that assesses the
pr of essi onal conpetence of candidates can only be considered an entrance
requirenent; to function in the global econony, the professional accountant nust
engage in continui ng education

GQui dance from | FAC

43. | FAC has addressed the issue of continuing professional education (CPE) in
EG. No.2 (revised) ("Continuing professional education”). According to the
gui deline, the objectives of a progranme for continuing professional education are
as follows:
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“(a) To maintain and inprove the technical know edge and professional skills
possessed by [ professional s];

(b) assist nmenbers of the profession to apply techniques, to understand
econom ¢ devel opments and to evaluate their inmpact on their clients or
enpl oyees and on their own work, and to nmeet changing responsibilities
and expectations; and

(c) provide reasonable assurance to society at |large that nenbers of the
prof ession have the technical knowl edge and professional skills
required to performthe services they undertake to provide.”

44, The gui deline goes on to state that:

- “CPE should contribute to the professional ability of the individua
[ person] and, therefore, acceptable CPE courses or activities should be

rel evant to the work of the [person] concerned. It is not necessary
for ... bodies to go beyond that general guideline by mandating
specific topics for a program of CPE. It is reasonable to rely on

[persons] to select subject areas from the body of know edge for
accountants that are appropriate for them

- ... bodies should establish reasonable norns for the extent of CPE that
[ professionals] should obtain in the form of structured |[earning
activities.

- ... bodies should require their [professionals] to conply with nornmns
established for participation in structured |learning activities.

- In developing their prograns of CPE ... bodies should adopt systens
that will enable them to nonitor effectively the extent to which
[ prof essi onal s] are observing their guidelines on CPE

- ... bodies should establish appropriate mechanisms to respond to
i nstances of nonconpliance with CPE requirenents. Such nechani sns
shoul d focus on bringing a [professionals] into conpliance, but should
explicitly provide for disciplinary action when necessary.”

45, The guideline defines structured |learning activities as: “ ... measurable,
verifiable activities that are designed to inpart specific technical and genera

know edge. Exanples would include: courses presented by educational institutions,
menber bodies or enployers; individual study programs (correspondence courses

audi ot apes or vi deot ape packages, conputerized |earning prograns) that require sone
evi dence of successful completion by the [person]; and participation as a speaker
or attendee in conferences, briefing sessions or discussion groups.” Structured
learning activities also include witing technical materials such as books, nmgazi ne
articles and training progranmes.

46. | FAC s gui dance goes on to recommend that professional accountants receive at
| east 30 hours each year of CPE as defined above. |FAC realizes that it may not be
practical for every professional person to obtain this mninmm anount of CPE
training each and every year and therefore suggests an alternative mnimum of an
aggregate of 90 hours of structured |earning activities over each three-year period.
A professional accountant’s programe of CPE should not normally be confined to only
one or two of the activities described above.

47. In addition to participating in structured |earning activities, professiona
accountants are is expected to read accounting and auditing, general business and
econom ¢ journals and newspapers, including technical materials posted on the
Internet. They would al so normally have technical discussions with persons in their
organi zati on and ot her professionals. These activities should be considered as
being in addition to the structured | earning experiences descri bed above.

48. It my be difficult to enforce conpliance with a nation’s CPE requirenent,
since sanctions for non-conpliance could significantly affect an individual's
ability to earn a living. Obviously, the laws and environnent in the country wl |
af fect how non-conpliance can be dealt wth. | FAC has presented conpelling
justification in its revised I1EG No.2 for a programme of mandatory CPE for al

prof essi onal accountants. The informal consultative group endorses the need for CPE
and its objectives as expressed by | FAC, and suggests that | SAR s guidelines should
i nclude a mandatory CPE programre of at |east 30 hours (or at |east 90 hours over
a three-year period) of structured |earning activities. Professional associations
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or regulatory authorities should nonitor conpliance and establish nechanisns to
respond to non-conpliance, including disciplinary action

I, Qualification standards, accreditation and certification

49. For the purpose of determining if a country has met international guidelines
for the qualification of professional accountants, the country must be able to
denonstrate that it has in place

) appropriate prequalification education

) an i ndependent exam nation system

) a work experience requirenent; and

) a programe to maintain the professional conpetence of accountants.

50. Based upon its experience with WO Working Party on Professional Services,
UNCTAD and the informal consultative group have concluded that if countries neet the
international guideline for a professional accounting qualification, nutua
recognition and trade in professional accountancy services will be facilitated.
Accountants worl dwi de nmust have the sane basic know edge and technical skills even
t hough tax and other |egal rules and regul ations nmean that the application of such
know edge and skills will differ fromplace to place. Therefore there is a need for
an accreditation organization to attest that the country has in place a systemfor
the qualification of professional accountants.

51. I SAR will need to consider how a global guideline can be effectively
i mpl enmented. One way is for I SAR to request UNCTAD to publish and promul gate the
gui deline, including the nodel professional education curriculum leaving it up to
i ndi vidual nations to denmponstrate voluntarily that they are conplying with the
gui deline. The next question would be how this conpliance could be denonstrated.
One method would be for the appropriate organization or body in a country to
undertake a self-assessnment of conpliance with the international guideline and
submt it to the United Nations, or to an organization authorized or designated by
the United Nations to monitor conpliance. |[If this nethod was chosen, it would be
useful to review the structure and functions of other bodies which deal wth
monitoring and certification. For this purpose, the informal consultative group
reviewed a report from UNCTAD on the nenbership, functions and certifying activities
of the followi ng six international organizations:

International Organization for Standardization (1SO;

I nternational Laboratory Accreditation Cooperation (ILAC);
I nternational Atom c Energy Agency (I|AEA);

International Civil Aviation Oganization (ICAO;
International Maritime Organization (1M);

Wor | d Met eorol ogi cal Organizati on (VWWO).
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52. The report described in detail the purpose, structure, functioning and funding
of these organi zati ons, which set technical standards which are either voluntary or
mandat ory. In nost cases, national bodies conduct an inspection and issue a
certificate attesting that the inspected entity is in conpliance with the standards.
These national certifying bodies are recognized internationally. In one case

(I AEA), the organi zation conducts its own inspections and deci des on conpliance.
The cost of certification is usually borne by the entity requesting certification

53. The informal consultative group also considered a proposal for a certifying
body submitted by one of its nenbers, the proposed International Qualification
Organi zation for Professional Accountants (IQO). The objective of the proposed
organi zation would be to act as an accreditation organization for conparing the
benchmark qualification with any other national qualification. It would grant
accreditation to national and regional professional accountancy exam nation bodi es
that net the standards it sets for education, exam nations, qualifications and
experi ence. Certificates issued by the accredited bodies would carry 1QO
certification as globally recognized public accountancy qualifications.

54, The proposal is for QO to be a not-for-profit, non-governnental organization
affiliated with the United Nations Econom ¢ and Soci al Council and UNCTAD. The | QQ,
whi ch woul d have its headquarters in London, would consist of a general assenbly
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of the institutes and professional associations, and an advi sory, or consultative
group. The general assenbly would elect a council which in turn would appoint an
accreditation board and a technical standards board. The accreditation board woul d
be the nost inportant conponent since it would approve the accreditation teans’
reports and issue certificates of conformty. The certification of professiona
accountants would remain a national responsibility, while, Q0 would accredit the
nati onal certification bodies.

55. | QO could be financed from menmber subscriptions, sales of publications, fees
for the accreditation of accounting certification bodies, voluntary contributions
and funded projects.

56. It was suggested that, as a first step, all professional accounting
organi zations could be invited to send a representative to a founders’ neeting. Al
menbers of I FAC, the International Accounting Standards Conmittee (1ASC), various
regi onal professional bodies, academ c accounting associ ati ons, intergovernnenta
bodi es (such as the European Union) and international organizations (such as the
Wirld Bank and WO could be invited. Those organizations signing the articles of
associ ation during the nmeeting woul d be considered to be the founders of |QO and
woul d have permanent status. The recognition and credibility of |1QO would depend
on the quality of its work, as in the case of |IFAC and | ASC.

I V. Recomrendat i ons

57. | SAR shoul d revi ew each of the separate conponents of the guideline and shoul d
endorse or nodify them This would include a general endorsement by |SAR of the
gui dance of I FAC, including | EG No.2 (Continuing professional education), |IEG No.9
(Prequalification education, assessnent of professional conpetence and experience
requi rements of professional accountants), | EG No.11 (Information technology in the
accounting curriculum, the Code of Ethics for Professional Accountants,

international information technology guideline No.1 (Managing security of
information), “Advisory on exam nations adm nistration” (Education Commttee Study
1) and “Practical experience” (discussion paper). In particular, the inform
consul tative group believes that the skills listed in IEG No.9 are particularly
i nportant conpetencies for professional accountants. | SAR may therefore wish to
recommend that references to these docunents should be included as part of its
guideline for the qualifications of professional accountants. |SAR may al so wi sh

to endorse the detailed global curriculum and recommend its use by national
prof essi onal educati on bodi es and exam nation authorities.

58. To promote trade in accountancy services, nutual recognition of professiona
qgqualifications and the closing of the education gap anmong countries, |SAR may w sh
to recommend that UNCTAD, together with international and national professiona
associ ations, should explore ways and neans to <create an international
qualifications organization as the way forward to inplenmenting a certification
system
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