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IESBA code

Recent changes relating to a public interest entity (PIE) in the Code:

Overarching
objective

Public interest in
the financial
condition of an
entity

Replace
‘listed entity’
with ‘publicly
traded
entity’

Broadening
of the
definition of
PIE

Factors to
determine
the level of
public
interest

Require
firms to

publicly
disclose

Firms
determine
additional
entities as
PIEs



Overarching Objective

KI'here are types of \

entities for which
there is significant
_-| interest in their
e financial condition
and therefore their
financial statements

- )

Public interest
in the financial
condition of an
entity

/Confidence in the\

audits of these ?/It is important that \
types of entities there is public

will be enhanced confidence in

by additional financial
independence statements. A
requirements major contributor to

this is the audit.
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IESBA’s approach

WHY HOW WHAT
_ *  Top-down: Mandatory
‘ Baseline PIE categories subject to local - .
Ov_erar_chmg categories bodies refinement (F;ubllc!iyt trka_ldec_i e?_?t;t/_
Objectives «  No subtraction of categories deposit-taking institutions,
insurers
Bottom-up: local bodies to PIEs
. add based on local
target ?:t((jagl:r?:; PIE circumstances Additional
Framework of public interest " _ independence
factors & AM as guide Additional national PIEs requirements for
PIEs
Purpose for _ _ _ -
additional *  Firms to consider treating Other entities
independence Additional other entities as PIEs treated as PIEs
requirements for non-PIES Take into account more
PIEs granular factors

»  Paired with transparency
requirement

Adapted from IESBA Basis for Conclusions
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IESBA’s top down categories

An entity is a PIE if it is:

(@)
(b)

(©)

(d)

a publicly traded entity;

an entity one of whose main functions is to take
deposits from the public;

an entity one of whose main functions is to provide
insurance to the public; or

An entity, specified as such by law or regulation to
meet the objective described in paragraph 400.10*

*...enhancing stakeholder confidence in the entity’s financial statements that can
be used when assessing the entity’s financial condition.



Level of public interest

The IESBA factors are as follows:

(@) the nature of the entity’s activities

(b) whether the entity is subject to regulatory supervision designed to give confidence that the entity will meet
its financial obligations

(c) the size of the entity
(d) the impact of the entity on the sector in which it operates
(e) the number and nature of stakeholders

() the potential systemic impact on other sectors and the economy as a whole in the event of financial
failure of the entity



New Zealand proposal

2. Carry forward the extant
NZ definition of PIE

The NZ approach remains broader than the IESBA top down approach
but aligns with the new factors introduced in the IESBA Code



Extant NZ definition of PIE

Any entity that meets the Tier 1 criteria
in accordance with XRB A1* and is not
eligible to report in accordance with the
accounting requirements of another tier.

PES 1:

* XRB A1 Application of the Accounting Standards Framework



Examples of PIEs in New Zealand

Categories

FMC HLPA (as
determined by
the FMA)

Financial reporting
exemptions | FMA

Large for-profit
public sector
entities

Large public
benefit entities

Examples

Listed (debt and
equity)

Banks, insurers, credit
unions

Financial statements
of MIS

Total expenses
>530m

Total expenses
>530m

NZ PIE /IESBA factors?

)

)

)

Reason

* Regulatory supervision

* Size

* Impact on sector

* Number and nature of stakeholders

* Potential impact on the economy in the event of
financial failure

* Regulatory supervision

* Size

* Number and nature of stakeholders
* Impact on sector

* Number and nature of stakeholders

* Public accountability
* Size _
* Some have regulatory supervision -_?}—
* Impact on sector -V

* Number and nature of stakeholders -


https://www.fma.govt.nz/compliance/exemptions/financial-reporting-exemption-information/

Questions?

When considering the revised global PIE approach in the IESBA Code:

Q1. Are there any categories of entities not captured by the extant NZ
PIE definition that you consider should be?

Q2. Are there any categories of entities captured by the extant NZ PIE
definition that you consider should not be?
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IAASB ED coming soon

— ISA 700 (Revised) Forming an Opinion
Proposed narrow scope and Reporting on Financial Statements

amendments to:
— ISA 260 (Revised) Communication with

Those Charged with Governance

Due to IESBA code revisions requiring a firm to publicly disclose when
it has applied the independence requirements for PIEs
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IAASB ED coming soon

ISA 700 (Revised) likely proposal:

If relevant ethical standards require
disclosure that the PIE independence
requirements have been applied
then

disclosure will be required in the
auditor’s report

ISA 260 (Revised) :

New application material —
communication of application of the
PIE independence requirements with
TCWG
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LinkedIn
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Disclaimer

This presentation provides personal views of the
presenter and does not necessarily represent the views of
the XRB or other XRB staff. Its contents are for general
information only and do not constitute professional
advice.

The XRB expressly disclaims all liability for any loss or
damages arising from reliance upon any information in
this presentation.

The contents of this presentation is not to be reproduced,
distributed or referred to in a public document without
the express prior approval of XRB staff.




