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1. To receive a high-level snapshot of 
ED responses; and 

2. To provide strategic and directional 
input to key areas:
 Overarching objective 
 Broad vs narrow approach
 Publicly traded entity to replace listed entity
 Other PIE categories
 Role of firms

Agenda 



Q2 Outreaches
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Global – PIE ED webinars (x2) 

Global – FoF session

HK HKICPA roundtable

Australia APESB roundtable

US NASBA senior staff call

Africa PAFA webinar

PIOB technical staff call

Q3 - IOSCO



Background
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Comments were sought on:
• Overarching objective

• Approach to revising the PIE 
definition

• PIE definition

• Role of local bodies

• Role of firms including disclosure 
requirement

• Effective date

• Matters for IAASB consideration

69 comment letters 
received

May 3
Comment period 
ended

Jun 17



Breakdown by Respondents
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Stakeholder
No. of 
responses

Regulator, OA incl. MG 7
Independent NSS 4
Public Sector Organizations 2
Preparers and TCWG 2
PAOs/NSS 36
Firms 15
Others 3
Grand Total 69

Regulator, 
OA and 

Independent 
NSS (11) 

IOSCO 

Others from 
EU, MEA, 
NA and AP

PAOs/NSS 
(36)

Represented 
by all 

regions

EU (13)     
AP (9)    

MEA (6) 
LA/C (5) 

Firms (15)

Mostly 
global firms 

(12)

Others (7)

TCWG (2)Region
No. of 
responses

Asia Pacific 13
Europe 16
GLOBAL 15
LA/C 7
MEA 8
NA 10
Grand Total 69



At a Glance…
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 Most regulators, NSS, PAOs and firms supported the overarching 
objective but suggested clarifying “financial condition” and 
possible perceptions of 2 levels of independence/audit quality

 Stronger support from regulators, NSS and PAOs for the broad 
approach; IOSCO, EU regulators and many firms preferred a more 
prescriptive approach

 Strong support for “publicly traded entity” with some suggestions 
for refinement; IOSCO preferred “listed entity” be retained

 Of remaining 4 specific categories, more support for (b) and (c)
 Support for role of local body but concerns about level of reliance 

needed under proposals and ability to exclude a PIE category
 Less support for the 2 new firm requirements
 Almost half supportive of disclosure in auditor’s report if there 

were to be a disclosure requirement
 Some concerns about effective date being too early
 IESBA and IAASB to continue coordination on matters raised in 

Q15 and the IAASB LCE project
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• Strong support for proposed overarching objective for additional 
requirements for audits of PIEs in Part 4A set out in para. 400.8 
and 400.9

• IOSCO fully supported the proposed overarching purpose in 400.9
• Only a few suggested focus of public interest should be extended 

to non-financial information
• Key comment - meaning of “financial condition” in para. 400.8
 The term is undefined, lacks clarity, may contribute to 

expectation gap
 Suggestions include replacing term with “financial health”, 

“financial accountability” or “financial position and 
performance” as well as incorporating explanations in the BfC

• Another key comment – reference to enhancing confidence in the 
audit of financial statements of PIEs
 May be perceived as implying different levels of independence 

and levels of audit quality for PIE and non-PIE audits
 Proposals did not sufficiently articulate the rationale in the EM

Overview of ED Responses
Overarching Objective (Q1-2)
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• General support for the list of factors for determining the 
level of public interest in para. 400.8

• General comments include:
 Proposal should clarify each factor should not be 

considered in isolation
 Factors should be relocated to under R400.14 or 

merged with 400.16 A1
• The above and other refinement suggestions to the list of 

factors in 400.8 will be addressed by TF after June Board 
meeting

Overview of ED Responses
Overarching Objective (Q1-2)



Overview of ED Responses
Overarching Objective (Q1-2)

Financial condition (400.8)
• Plain English term, not intended to be technical
• Current thinking:

 keep the term but add explanation instead of
using a different term or narrowing it to financial
statement or position

 Moving list of factors to after R400.14
Para. 400.9
• There are additional provisions to enhance confidence

in PIE auditors’ independence but not different levels
of “independence” or “audit quality”

• Current thinking: 
 Add material on stakeholders’ heightened 

expectations on auditors’ independence to align 
with NAS/Fees text

 Focus on independence and remove explicit 
reference to enhancing confidence in the audit

Common overarching objective
• IAASB to discuss this point (Q.15 (a)) in July

400.8
Some of the requirements and application
material set out in this Part are applicable only
to the audit of financial statements of public
interest entities, reflecting significant public
interest in the financial condition of these
entities due to the potential impact of their
financial well-being on stakeholders.

400.9
When an audit client is a public interest entity,
stakeholders have heightened expectations
regarding the independence of the firm
conducting the audit. The additional
requirements and application material are
intended to meet these expectations in order
to enhance confidence in the financial
statements used by stakeholders to assess
the financial condition of such entities.

Task Force 
Current 
Thinking 

Illustrative Draft
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IESBA members are asked to:
• Share views on issues identified 
• Provide input to TF’s current thinking/ 

preliminary responses, including:
 Retaining the public interest focus on 

financial condition
 Meaning of “financial condition” in 400.8
 Perception of 2 levels of independence in 

400.9

Overview of ED Responses
Overarching Objective (Q1-2)
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Overview of ED Responses
Approach to Revising the PIE Definition (Q3)

Broad

Narrow

• A significant proportion of respondents, including IOSCO, most firms and respondents 
from EU, were supportive of a narrow approach. 

• Key concerns similar to those highlighted by respondents supporting broad approach: 
 IOSCO does not support a broad approach that results in jurisdictions being provided 

with the option of excluding categories of entities from the IESBA definition
 Broad approach would cause inconsistencies and confusion for both firms and users 
 Broad approach too dependent on local bodies that are outside the IESBA’s remit
 What happens if delayed or no action from local bodies, particularly with FoF members

• Overall, there was more support for the broad approach, including respondents from the 
regulatory community/ independent NSSs and those from AP, LC/C, MEA and UK

• Developing jurisdictions generally supportive and have not raised concerns about capacity
• Key concerns raised include:
 Inconsistencies between/ within jurisdictions
 Should not be allowed to exclude category
 Lack of ability, capacity & appetite of some local bodies to refine the Code
 Risk of creating trend to step into other areas of the Code and customize it
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Overview of ED Responses
Approach to Revising the PIE Definition (Q3)

Broad

Narrow

• A prescriptive approach with baseline definitions 
to which local bodies can add to

• Incorporate public accountability entity into the 
extant Code and keep listed entity 

• Alignment with EU legislation
• Proposed categories as guidance or examples 

only

• Focused efforts on education, developing 
guidance and outreach

• Monitor implementation and conduct PIR
• A de minimis standard of adoption
• Mechanism for allowing local bodies to adapt the 

global definition as well as to address situations 
where revisions not properly adopted

Respondents' 
Suggestions
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• A substantial proportion of respondents supported “publicly traded entity” as 
replacement for “listed entity”, including many respondents that preferred the 
narrower/baseline approach 

• Whilst strong support for the new term, respondents recommended more clarity 
and refinement:
 Include some key considerations set out in the EM
 Financial instrument, trading mechanism, volume of trade 

• Other comments/suggestions:
 “Listed entity” should continue to be considered as publicly traded under new term
 New term should align with EU definition “of regulated market”
 Additional guidance and support should be provided

• IAASB and IESBA encouraged to work closely together to ensure any new term 
can be defined and applied consistently across both Boards’ standards

• IOSCO and a few other respondents preferred to retain “listed entity”:
 It is a well understood and used term 
 New term will scope in too many entities

Overview of ED Responses
PIE Definition – Publicly Traded Entity (Q4)
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• Regulators, NSS & PAOs more supportive of all categories
• Strongest support for (a), (b) and (c)
• Categories (d) and (e):

 Less support than the other categories
 Least overall support for (d)
 Less support for (d) and (e) from firms and EU respondents 
 Received most significant comments/issues

• Most regulators, PAOs and firms that preferred the narrow 
approach were supportive of adding categories, particularly 
(b) and/or (c)

• TF to conduct full review of comments in July/August
• Little support for adding new category to scope in entities 

fundraising via ICOs and other less conventional forms
• A few suggestions only for additional categories raising such 

as an initial coin offering (ICO)

Overview of ED Responses
PIE Definition – Other Categories (Q5-6)

(a) A publicly traded entity

(b) An entity one of whose 
main functions is to take 
deposits from the public

(c) An entity one of whose 
main functions is to 

provide insurance to the 
public

(d) An entity whose 
function is to provide post-

employment benefits

(e) An entity whose 
function is to act as a 
collective investment 

vehicle and which issues 
redeemable financial 

instruments to the public

(f) An entity specified as 
such by law or regulation 
to meet the objective set 
out in paragraph 400.9
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Overview of ED Responses
Approach and PIE Definition (Q3-6)

• Whilst broad definitions will not solve inconsistencies across jurisdictions, 
a broad approach will ensure there is some agreement on PIE categories 

• Maintain Board’s earlier view - Not possible to have baseline definitions 
for a global standard if the PIE definition is to be expanded
 Some refinement at local level is necessary (e.g., what is a bank?)

• If Board prefers a narrow approach with baseline definition that can be 
adopted without local refinement, may need to consider revising “listed 
entity” instead

• General support for categories (a), (b) and (c)
 Already included in many jurisdictions’ local PIE definition
 IOSCO also supports (b) and (c) but with a clear definition

• More concerns raised with categories (d) and (e) particularly with number 
and types of pension funds and mutual funds in some jurisdictions (e.g., 
France and US)

Task Force 
Current 
Thinking 



16

Overview of ED Responses
Approach and PIE Definition (Q3-6)

• TF current thinking/ preliminary view:
 Continue with broad approach without baseline definitions
 Retain/revise definition of “publicly traded entity”
 Also retain and revise categories (b), (c) and (f)  
 Consider removing (d) and/or (e)
 Clarify it is not generally expected that local bodies will remove entire 

categories
• TF rationale: 

 Strong support for (a), (b) and (c)
 Removing the other two categories will alleviate the issues of local 

bodies not revising definition properly or at all
• To seek meeting with IOSCO representatives in Q3 to discuss their views

 Possible alternatives would be to keep “listed entity” but either to add a 
new category to capture other publicly traded entities or specify that 
listed entities are “publicly traded”

Task Force 
Current 
Thinking 



Overview of ED Responses
Approach and PIE Definition (Q3-6)
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IESBA members are asked to:
• Share views on issues identified 
• Provide input to TF’s current thinking/ 

preliminary responses, including:
 Whether the Board is still of the view that it 

is not possible to have a globally workable 
definition of PIE categories that goes 
beyond listed entities and if so whether 
Board is still supportive of the broad 
approach 

 Whether to retain categories (d) and/or (e)
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• General support for local bodies to refine the PIE definition
• One key concern - the level of reliance on local bodies 

under the broad approach:
 Broad approach heightens the risk of local bodies not 

undertaking proper review and refinement process
 Inconsistent treatment by jurisdictions 
 Role of local bodies should be limited

• Another key concern is that a relevant local body is 
allowed to exclude a PIE category from the IESBA 
definition but the TF does not see an easy way to prohibit 
it completely

• The above were addressed as part of responses to Q3-6
• General support for IESBA’s proposed outreach and 

education support.
 Also call for regular monitoring in collaboration with IFAC and 

through post-implementation review

Overview of ED Responses
Role of Local Bodies (Q7-8)

Any comment?



Overview of ED Responses
Role of Firms (Q9-12)

• Most regulators/OAs/NSS including IOSCO were supportive vs most firms not 
supportive; PAOs were split in their views

• Reasons for not supporting the proposed requirement include:
 Subjective and will create divergence/inconsistency between firms, undermining the 

confidence the Board is seeing to enhance
 Responsibility to classify entity as PIEs should be primarily that of IESBA and local 

bodies; disproportionate responsibility and burden on firms
 TCWG and not firms that should determine if the entity should be subject to additional 

PIE requirements
 Firms already have to exercise professional judgment to determine if additional 

independence rules have to be applied
 ISQM 1 allows firm to judge which additional independence/ quality requirements better 

suited to respond to independence or quality risks on clients 
• General support for at least one or more of the factors for consideration by firms 

(400.16 A1) 
 TF will address concerns and suggested refinements subject to Board discussion in 

June

Proposed requirement for firms to determine if additional entities should be treated as PIEs (R400.16, 400.16 A1)



Overview of ED Responses
Role of Firms (Q9-12)

• Response pattern of each stakeholder group similar to that of Q9 except 
for independent NSS

• Most common concerns/comments:
 May lead to misconception that there are different levels of 

independence and non-PIE audits are of lower quality
 More information needs to be disclosed as without proper context 

and explanation, disclosure unlikely to increase confidence in the 
audit or independence or may cause confusion

• Almost half the respondents supported auditor’s report as an 
appropriate avenue for disclosure if the proposed requirement were to 
be retained 

• Other commonly suggested disclosure mechanisms:
 Transparency report and websites of firms, entity and local bodies

• IAASB will discuss disclosure in auditor’s report including responses to 
Q15(c) in July

Proposed requirement for firms to disclose if audit client treated as PIE (R400.17)



Overview of ED Responses
Role of Firms (Q9-12)

TF is considering the following revisions:
• Revert proposed requirement (R400.16)

to “determine” back to AM as
encouragement but retain disclosure
requirement (R400.17)

• The proposed encouragement to focus on
applying additional independence
requirements for PIEs instead of treating
additional entities as PIEs

• Change disclosure requirement (R400.17)
from whether entity treated as PIE to
whether the firm has complied with
additional independence requirements for
PIEs

Task Force 
Current 
Thinking 



Overview of ED Responses
Role of Firms (Q9-12)

TF rationale:
• Questionable how much impact elevating current

AM to a requirement will have in practice
 This could (provided that disclosure is

retained) be examined as part of a PIR
• Amending the disclosure requirement to focus on

whether the auditor has applied the additional
independence requirements relating to PIEs should
alleviate the concern about differential audit quality.
 Merely provides better clarity as to the

independence requirements that have been
applied in much the same way as specifying
adherence to either PCAOB or AICPA
requirements in the US.

• Disclosure requirement will also apply some market
discipline to firms in any determination they do
make as to whether or not to apply the additional
requirements to an entity which is not specified as a
PIE by the local body.

Task Force 
Current 
Thinking 

R400.16
A firm is encouraged to determine whether to
apply the additional independence
requirements applicable to public interest
entities to the audits of the financial statements
of other entities. When making this
determination, the firm might consider the
factors set out in paragraph 400.8 as well as
the following factors:

R400.17
A firm shall publicly disclose to which of its
audit clients the additional independence
requirements applicable to the audits of the
financial statements of public interest entities
described in paragraph 400.8 have been
applied.

Illustrative Draft
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IESBA members are asked to:
• Share views on issues identified 
• Provide input to TF’s current thinking/ 

preliminary responses, including:
 Reverting requirement to add entities as 

PIEs to AM but keep disclosure requirement
 Revising disclosure requirement to whether 

additional independence requirements for 
PIEs applied to an audit client instead of 
whether a client was treated as PIE

Overview of ED Responses
Role of Firms (Q9-12)
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• Respondents generally supportive of IESBA 
conclusions not to review definition of “audit client” 
in R400.20 

Definition of Audit Client

• Respondents generally supportive of IESBA 
conclusion not to propose any revisions to Part 4B

Part 4B

• Over half supportive of proposed effective date of Dec 
15, 2024; 

• Some recommended effective date be extended
• Suggestion of transitional arrangements and 

provisions

Effective Date 

Overview of ED Responses
Audit Client, Part 4B, Effective Date (Q.13-14)

Any comment?
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Overview of ED Responses
IAASB-Related Matters (Q.15)

• General support for a common overarching objective in para 400.8 
and 400.9 for use by both Boards and/or having a consistent 
approach (Q15a)

• General support case-by-case approach by IAASB when 
assessing whether to expand listed entity to other PIE categories 
(Q15b) 
 A few, including IOSCO, suggested that IAASB should extend listed 

entity to PIE so all PIEs are subject to the same IAASB requirements 
whilst others suggested there should not be any extension

 A few, including IOSCO, recommend coordination with IAASB LCE 
project

• Responses to Q15(c) align with those for Q12 on best reporting 
mechanisms

• Coordination with IAASB to continue:
 IAASB correspondent members in TF
 A new IAASB PIE WG established to review responses to Q15 

including the term “publicly traded entity”
 IAASB PIE sessions in July and November

Any comment?



Next Steps
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July – Dec 
2021

July
• IAASB PIE session

July – Sept
• Targeted outreach

Sept
• Joint CAG session
• Full analysis, TF responses 

& 1st Read

Nov
• IAASB PIE session

Dec
• 2nd Read and anticipated 

Board approval
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