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Proposed IESBA Definition
of Public Interest Entity

Supplementary Guidance to Exposure Draft to Aid Local Body
Considerations Regarding Adoption and Implementation

Exposure Draft

January 2021
Comments due: May 3, 2021

International Ethics Standards Board
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Proposed Revisions to the
Definitions of Listed Entity
and Public Interest Entity in
the Code

MARCH 2021
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Project Objective and Focus

Review definitions of listed entity and PIE,
In coordination with IAASB

A Project is led by IESBA with close coordination with IAASB

A Focus on audits of financial statements and auditor independence
(Part 4A)

Public interest objectives

A Provide greater clarity and guidance to the concepts
A Scope in right entities to the be subject to additional requirements

A Seek alignment of terms and concepts between IESBA Code and
IAASB standards
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Overarching Objective

Starting with an overarching objective/ purpose for

additional Requirements

'*Slqnifleant publlcmterestl the financial conditidg,»-‘-.
0f1:erta|n ant ies

T———
e finanflal statements are
mportant T N -
Confidence in its will enhance public ]

confldJence financial statements

Financial condition or
well-being of an entity

| Additional requirem | enhance confidencein |
| their audits which in nhance confidence in |
those financial statements '

Other aspects of the

entity (e.g., quality of
service, data held)
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Overarching Objective

How to determine the level of public interest in an

enti tyos f I naihprapasked facorsd | t

: ASuch as taking on financial obligations 1t o pL bl ic
Nature of business/ Para. Qi‘@ogj

primary business

activities AE.g., deposit-taking and insurance business Proposed list of factors
Regulatory ARegulation designed to give confidence that financial obligations will be met for consideration b
su pervision APrimarin but not necessarily restricted to financial markets ] y
relevant local bodies
Size AEither too small to be included or too big not to be included and firms
AA key factor as the | ESBA6s proposed | ist will scope |

AThe harder it is to replace an entity, the more likely it will have a higher level
Importance to of public interest

sector AParticularly relevant to public utility entities and financial market
infrastructure entities

Number/ nature of

ANature is also relevant e.g., institutional investors vs retail investors
stakeholders

AEntities that might be fAtoo big to failod of th

failures on an economic system

AMost would already be part of the financial systems and captured by the .|
proposed list of PIEs —

Systemic impact
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Choosing an Approach that best enables achievement

of the overarching objective

Broad Approach

A longer and more broadly defined list which local
regulators and authorities can modify by tightening

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

Role of Role of Rc_)le of
Code Local FiIrms
Bodies

Refine the list,
adding new types
or exempting
particular entities

Determine if
additional
(categories of)
entities to be
treated as PIEs

List of common
PIE categories

L IESBA |

Page 9 | Proprietary and Copyrighted Information



