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IESBA Code - listed entities

Determination of other entities — local regulators or other authorities and firms were also encouraged to consider whether additional entities
should be treated as PIEs, taking into account guidance provided in the Code.

Call for revision to definition of PIE for Regulators in many jurisdictions do not Various jurisdictions eg. EU, Australia and
financial institutions — regulatory have the power to set a definition - the South Africa have also taken different or
stakeholders (International Association of International Organization of Securities more specific approaches to defining or
Insurance Supervisors and the Basel Commissions scoping the concept of a PIE for their local

Committee on Banking Supervision) purposes.
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Small and medium practices (SMP) The definition of “listed entity,” - some Developments in capital markets around the

community, have expressed concern that stakeholders have questioned the meaning  world and newer forms of capital raising

the independence requirements in the of the term “recognized stock exchange” vs  such as crowd funding—and how these are
Code are increasingly disproportionate in “regulated market” in the definition regulated—have raised questions about the
those circumstances where firms provide need to update the definition of a listed
audit and review services to small entities entity in the Code for clarity and continued
that fall within the PIE definition. relevance.

Principles-based approach to the definitions and avoiding an overly prescriptive approach that would undermine the Code’s global

applicability.
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IESBA PIE Project — 15 December 2024

To review, in coordination with the IAASB, the definitions of
the terms “listed entity” and “PIE” in the Code with a view to
revising them as necessary so that they remain relevant and
fit for purpose; and

Establish agreement between the IESBA and IAASB on a
common revised definition of the term “listed entity” that
would be operable for both Boards’ standards; and

Develop a pathway that would achieve convergence between
the concepts underpinning the definition of a PIE in the Code
and the description of an entity of significant public interest
(ESPI) in the IAASB standards to the greatest extent
possible.
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IESBA Project Overview

Introduce an overarching objective for
additional independence requirements for
audits of entities that are PIEs.

Provide guidance on factors for consideration
when determining the level of public interest in
an entity.

Expand the extant definition of PIE to a list of
categories of entities that should be treated as
PIEs, subject to refinement by the relevant
local bodies responsible for ethics standard
setting as part of the adoption and
implementation process.

Replace the term “listed entity” with one of
the new PIE categories, “publicly traded
entity.”

Examine the role of the firm in context of the
extant application material that encourages
firms to determine whether to treat
additional entities as PIEs and include
enhanced guidance on factors for
consideration by firms.

Require firms to disclose if an audit client
has applied PIE independence requirements




Overarching objective — How should the definition be enhanced?

« Significant public interest in financial condition of certain entities

. There. Is heightened expectatiqns from stakeholders regarding a The IESBA believes it is important to make clear that these

firm’s independence for PIE audits. additional independence requirements are not about having

N _ _ _ a different “level”’ of independence (as all firms must be

* As a result, additional independence requirements are necessary in independent when performing an audit engagement) but
areas such as fees, the provision of NAS, and long association in rather about enhancing confidence in that independence.

order to meet these heightened expectations.

* The International Independence Standard in Part 4A of the Code

therefore contain two sets of independence requirements to meet IESBA used a more general term “financial condition:
the different expectations of stakeholders regarding a firm’s instead of narrower terms such as “financial statements,
independence depending on whether or not an entity is a PIE. financial performance”.

* These PIE and non-PIE independence requirements are designed
to ensure auditors of any entity are independent both in mind and in
appearance.

April 2021
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Overarching objective — How should the definition be enhanced?

Non financial information

. e ang ot o ey

5";':"::&:“ The IESBA maintained its view that given that the
e Other aspects of the International Independence Standards within Part 4A of the
entity (e.g.. quality of Code deal only with audits and reviews of financial
merwicn, duts kel statements, the public interest in non-financial information
should not form part of the overarching objective for
Example 1 additional independence requirements for the auditors of
PIEs.

Whilst there might be a significant level of public
interest in the provision of serices by a public
hospital given its role within a jurisdiction’s health
services infrastructure, whether that public hospital
should be categorized as a PIE in the local code

will depend on the public interest in its finandal
condition. In this regard, the financial condition of

a public hospital might not attract significant public
interest if the government is committed to providing
sufficient funding to enable it to continue the
provision of its services.

April 2021
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Broad Approach to How the Broad Approach

Code will be App]ied A longer and more broadly defined list which local
regulators and authorities can modify by following

definitions, setting size criteria and adding new types
of PIEs or exempting particular entities.

The development of a longer and broader list of high-level
categories of entities as PIEs in the IESBA Code;

Refinement of the IESBA definition by relevant local bodies
by tightening definitions, setting size criterion and adding
new types of entities or exempting particular entities; and

ROLE OF CODE

List of common PIE categories

Determination by firms if any additional entities should be
treated as PIEs

ROLE OF LOCAL BODIES

Refine the list, adding new types of
exempting particular entities

ROLE OF FIRMS

Determine if additional (categories of)
entities to be treated as PIEs
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Revised Public Interest Entity (PIE)Definition

Entities with deposit-taking and insurance businesses take on
significant financial obligations to the public (both individuals and
corporate entities) and, as a consequence of both taking on those
obligations and the interconnectedness of the role they play in the
financial markets, are generally subject to significant financial and
prudential regulation and supervision.

The term “one of whose main functions” is used in order to capture
entities that have other main functions such as credit and
lending but also to exclude those entities for which deposit-
taking or insurance is not a main function.

The exclusion of certain types of banks or insurance companies, for
example credit unions or local mutual insurers is left to local
jurisdictions during implementation.

PwC

C)
(b)

A publicly traded entity

An entity one of whose maln functions Is to
take deposits from the public

An entity one of whose maln functions Is to
provide Insurance to the public
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An entity specifled as such by law or regulation
to meet the objective set In paragraph 400.9
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Revised Public Interest Entity (PIE)Definition

The entities used to provide for post-employment benefits, such as
pension funds, usually hold significant investments over the medium
to longer term often on behalf of large numbers of stakeholders.
There is, therefore, significant public interest in the financial condition
of these entities. Some, but not all such entities, may also be
regarded in the relevant jurisdictions as providing insurance-type
benefits (such as annuities or medical insurance).

The suggestions are intended to capture both pension funds available
to the public and those that are restricted to the employees of
specified entities.

The term “whose function” is used instead of “one of whose main
functions” in order not to include all employers that just contractually
provide post-employment benefits to their employees.
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C)
(b)

A publicly traded entity

An entity one of whose maln functions Is to
take deposits from the public

An entity one of whose maln functions Is to
provide Insurance to the public
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An entity specifled as such by law or regulation
to meet the objective set In paragraph 400.9
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Revised Public Interest Entity (PIE)Definition

INCLUDE:

Categories that are likely to be adopted by most
jurisdictions

Categories suited for a global list because of the
nature of their main functions

EXCLUDE:

Categories that would only be included by local
bodies because they are very large
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C)
(b)

A publicly traded entity

An entity one of whose maln functions Is to
take deposits from the public

An entity one of whose maln functions Is to
provide Insurance to the public
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An entity specifled as such by law or regulation
to meet the objective set In paragraph 400.9
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Revised Public Interest Entity (PIE)Definition

Other categories




Refinement of Revised PIE Definition — Role of Local Body




Factors for consideration in
determining level of public interest

Nature of an entity’s business or activities and
covers those entities that take on financial
obligations to the public as a key element of their
business model

An entity is subject to financial or prudential regulatory
supervision eg. financial services, but it is not intended
to be restricted to such entities.

Size of an entity and is of particular importance when
a relevant local body is determining if there should
be a size threshold to any of its categories of PIEs at
the local level.

The impact of an entity on the sector in which it
operates. This factor includes consideration of how
easily replaceable the entity is in the event of
financial failure and hence whether such failure will
cause significant disruption to the supply of goods or
services on which the public may depend

Direct impact on an entity’s stakeholders

Indirect impact that the entity might have on
the overall economic system.
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The third component of the IESBA’s approach relates to an increased role
for the firms and is made up of two new proposed requirements:

Elevation of extant application material to a requirement for firms to
determine if any additional entities should be treated as PIEs. This
was reverted from being a requirement to firms being encouraged to use
application material for determination of such entities.

A new requirement for the firms relating to increasing the
transparency of when an entity has been treated as a PIE.

The revision also require firms, in making such determination, to apply
the reasonable and informed third party test used to evaluate a self-
review threat created by providing a non-assurance service to an

audit client that is a public interest entity.

Scope -

It is not anticipated that a firm should treat an entity as a PIE
when it has been explicitly specified as not being a PIE by law
or regulation.

Should include those entities that are in the process of being
traded publicly, similar to how this is approached in the
definition of a “public accountability” entity in the International
Financial Reporting Standard (IFRS) for Small and Medium-sized
Entities (SMES).

These two new factors are intended to cover the situations where
in similar circumstances a firm or a predecessor firm has treated
the same entity as a PIE, and where in similar circumstances the
firm has treated other entities as PIEs. It is designed to reinforce
consistency and mitigate against an entity switching auditors
simply to achieve a different treatment.
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IAASB Standards - Use of “Listed Entity” vs "PIE”




IAASB Standards - Use of “Listed Entity” vs "PIE”




What’'s Next?



Thank you

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act upon the information
contained in this publication without obtaining specific professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness of the
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duty of care for any consequences of you or anyone else acting, or refraining to act, in reliance on the information contained in this publication or for any decision based on it.
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