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Excerpts from the 12th PIOB Public Report 2016 

Below, for information only, are excerpts from the 12th PIOB Public Report relevant to the IESBA. 

Secretary General Report 

The activity of the PIOB in 2016 was intense on many fronts, but three areas deserve specific mention: 
the public interest oversight applied to some specific projects developed by the IAASB and the IESBA, 
and on the Nominating Committee; the discussion over the future role of the International Accounting 
Education Standards Setting Board (IAESB); and the strategy developed by the PIOB for implementation 
in the 2017-2019 period. 

The approval of the new standard on responding to non-compliance with laws and regulations (NOCLAR) 
in April 2016 by the IESBA was an occasion to celebrate after a long process of development. The 
provisions provide guidance to the professional accountant when identifying or suspecting non-compliance 
with laws and regulations and strive to attain a balance between raising the ethical requirements on 
professional accountants and keeping the individual protected from physical or other harm. The principle 
of confidentiality, one of the basic pillars in the Code of Ethics, has been qualified by the duty to serve the 
public interest when suspecting a NOCLAR.  

IESBA also approved the standard on Long Association (LA) in December 2016. The PIOB conveyed 
comments during the development of the project through the finalization of the standard. Main concerns 
related to the complexity of the standard, the existence of exceptions to the basic rule of a five-year cool-
off period for audit partners between assignments with the same client, including the so-called “jurisdictional 
clause,” and the transitional provision. These concerns were all addressed. 

… 

Regarding Professional Skepticism (PS), the PIOB pointed out the need to consider the existence of 
additional risks to PS, such as the commercial dependence on clients and the business model of 
audit firms. The current business model of audit firms is of relevance to standard setting. The 
underlying incentive system impacts the approach of the firms towards PS, the provision of non-audit 
services, and audit fees. The increasing share of revenue from providing non-audit services and 
consulting activities in relation to revenue from audit services may raise concerns about the 
independence of the auditor and have an impact on audit quality. The PIOB intends to seek further 
clarity on the precise implications of the business model to standard setting by SSBs. This should 
help identify issues caused by a business model that needs to bridge the tension of a public 
interest function carried out within a private setting. 

… 

On IFAC’s Nominating Committee, the PIOB continued to make several recommendations: to review 
SSBs’ membership categories, to increase the independence of IFAC’s Nominating Committee, and 
addressing issues of representation in SSBs, including the representation of different categories of 
IFAC members in the membership of the IAASB and IESBA and the geographical representation of 
members. 

http://www.ipiob.org/media/files/attach/PIOB_AnnualReport2016_WEB.pdf
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2017-2019 PIOB Strategy 

… 

The PIOB will also continue to work with the MG to oversee the implementation of the eventual reforms 
agreed between the MG and IFAC within the PIOB Strategy period. The PIOB Strategy consultation 
yielded broad support for reviewing the current standard setting model. While the quality of the current 
body of standards is generally not questioned, some stakeholders continue to perceive the audit 
profession as having undue influence in the standard-setting process. To eliminate this perception, 
reforms should be contemplated regarding the composition of the SSBs and the nomination processes 
to SSBs membership. 

The PIOB will await the outcome of the current dialogue between the MG and IFAC to review the 
Terms of Reference of all SSBs and the Nominating Committee, which were last reviewed in 2011. 
Within the strategy period, the PIOB will develop a more structured process for overseeing 
nominations to SSBs, including the SSBs chairs and to the Nominating Committee of IFAC. 

… 

Regarding adoption and implementation of the standards, the PIOB will work with IFAC and the 
CAP to monitor the effective application of international standards in the different jurisdictions of 
member bodies as issued by the SSBs. The PIOB welcomes the CAP’s more intense and refined 
methodology with regard to the effective adoption and implementation of the standards. The effective 
application of ISAs in different jurisdictions may be conditioned by specific general conditions 
documents, add-ons, or carve outs. These differences need to be better understood. A similar concern 
affects the extent of adoption of the IESBA Code of Ethics and the accurate reflection of the 
complexity of adoption in the definition of adoption categories. … 

PIOB Approvals 

Table 2 presents the standards that the PIOB approved in 2016. 
 

PIOB BOARD 
MEETING 

SSB STANDARD / STRATEGY 

March IESBA 
Changes to Part C of the Code Addressing Preparation 
and Presentation of Information and Pressure to 
Breach the Fundamental Principles 

June IESBA 
Responding  to  Non-Compliance  with  Laws  and 
Regulations (NOCLAR) 

Oversight of the IESBA and the IESBA CAG 

During 2016, the IESBA dealt with several projects relevant from a public interest perspective. 
A major theme has been the threats and the safeguards approach and how to address 
independence and familiarity threats. This is a fundamental theme, which encompasses the whole 
Code of Ethics. 



Excerpts from 12th PIOB Public Report 
IESBA Meeting (September 2017) 

Agenda Item 1-B 
Page 3 of 7 

An important target was achieved in 2016: the approval of the pronouncement on Responding to Non-
Compliance with Laws and Regulations (NOCLAR). After six years since the beginning of the 
project, new provisions have been introduced to the Code of Ethics. The PIOB welcomed NOCLAR 
as these provisions were lacking in the Code. In the PIOB’s view, they represent a step ahead, 
providing Professional Accountants (PAs) with guidance on how to deal with identified or suspected 
NOCLAR. 

The framework designed by the IESBA establishes an escalation process and a responsibility on 
the PA to determine, as a possible course of further action, whether disclosure to an appropriate 
authority would be called for in the circumstances, consistent with the PA’s responsibility to act in the 
public interest. The provisions do not mandate disclosure, recognizing that such an approach would 
not be operative globally. 

Long Association (LA), another project started a few years ago, was finalized early in 2017. The 
PIOB intervened during the whole life of the project to express its public interest concerns and 
those tabled by other stakeholders on certain aspects of the provisions. 

Before the IESBA could finally approve the provisions, the PIOB had to raise those concerns again. 

In the PIOB’s view, the LA provisions, submitted to consultation through an ED and a limited re-ED 
remained complex and difficult to understand, implement, and monitor. They established exceptions 
which weakened the proposed more strict regime. PIOB’s view was that the changes proposed did not 
offer significant additional safeguards to familiarity and independence threats. The dialogue between 
the PIOB and the IESBA led to the task force reviewing some aspects of the provisions with a positive 
outcome in terms of the public interest responsiveness of the standard. 

Significant effort has been paid during the year to the Structure of the Code and to the Safeguards 
projects. The Non-Assurance Services (NAS) provisions, as approved in 2015, are being 
restructured within the Safeguards project. Notwithstanding this initiative, the PIOB is of the view that 
the Code should further address NAS to ensure it best serves the public interest. 

The credibility and the strength of the Code of Ethics would be otherwise negatively affected. 
Priority should be assigned to review NAS from a substantial perspective and this should be 
addressed within the next IESBA Strategy cycle (2019-2023). The IESBA is pursuing this by the 
inclusion of a proposed dedicated project as part of its current consultations on its next strategy. 

… 

During the year, PIOB observers raised public interest issues and concerns and offered 
recommendations, to which the board and the CAG responded as reported in the following table. 

  



Excerpts from 12th PIOB Public Report 
IESBA Meeting (September 2017) 

Agenda Item 1-B 
Page 4 of 7 

PIOB Recommendations to the IESBA and the IESBA CAG during 2016 

WHEN PUBLIC INTEREST ISSUES RAISED IESBA DIRECTION 

Safeguards 
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Safeguards should be observed 
through the lens of public interest and 
with the perspective of external 
stakeholders (i.e., investors and 
regulators). 

It would be helpful for market 
confidence and for the reputation of the 
profession to have greater 
transparency on threats and 
safeguards. 

The IESBA reviewed the safeguards in the Code 
to ensure that they are directly correlated to 
the identified threats. As a result, certain actions 
(and in particular certain conditions, policies and 
procedures established by the profession, 
legislation, regulation, the firm, or the employing 
organization) are no longer safeguards. 

The revised provisions also emphasize that 
there are some situations in which threats 
can only be addressed by declining or ending 
the specific professional activity. 

Finally, the revised provisions require 
Professional Accountants (PAs) to stand back 
and, applying the third party perspective, 
conclude whether actions to address the 
threats will eliminate or reduce them to an 
acceptable level. 

Inducements – Part C of the Code 
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g There is a large expectation on what is 
needed regarding bribery and 
corruption. There is a perception 
issue and the Code cannot leave 
them out of the scope. 

The proposals now include bribery and 
corruption within scope. They require that 
where the PA encounters circumstances 
involving the offering or accepting of 
inducements that are prohibited under bribery 
and corruption laws and regulations, the PA 
understand and comply with those laws and 
regulations. 

Fees 
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The IESBA leadership is urged to 
involve the IAASB staff in tracking the 
Fees project at an early date to help 
ensure a coordinated approach. 

 

 

IESBA staff is liaising with IAASB staff with 
respect to any developments from the IESBA’s 
fact finding on its Fees initiative. 
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WHEN PUBLIC INTEREST ISSUES RAISED IESBA DIRECTION 
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Scope of provisions 

The general provisions (par. 290.148- 

152) apply to any kind of entity (PIEs 
and non-PIEs), while specific 
provisions (par. 290.153-168) apply 
only to PIEs. As there is not a unique 
and clear definition of PIEs across 
jurisdictions, the scope should be 
extended to all entities or at least 
include large unlisted companies and 
government owned entities. This 
broader scope would require an 
exception to protect SMPs. 

Scope of provisions 

The IESBA concluded the scope of the 
provisions should remain as proposed, as a 
review of the definition of a PIE, which would 
have significant implications for the entire 
Code, was outside the scope of the project. 
The IESBA has included the topic for 
consideration as part of its consultations on the 
IESBA’s future strategy and work plan. 

Complexity of provisions 

The complexity of the proposed regime 
makes it difficult to understand and will 
make implementation and monitoring 
extremely difficult. It could be made 
simpler (i.e., by eliminating par. 
290.160). 

Complexity of provisions; 

Exceptions – Alternative Jurisdictional 
Safeguards 

The provisions have been simplified. 

The “jurisdictional clause” has been reformulated 
and made clearer. 

Exceptions – Alternative 
Jurisdictional Safeguards 

The jurisdictional safeguards 
proposed are unnecessary. Stricter 
rules in domestic legislation (i.e., 
mandatory firm rotation) prevail and 
apply. They should not be used to 
allow weakening the proposed regime 
(i.e., reducing the cooling-off period). 
The exceptions (par. 290.163) could be 
eliminated to effectively introduce a 
stricter regime of cooling-off 

Complexity of provisions; 

Exceptions – Alternative Jurisdictional 
Safeguards 

The provisions have been simplified. 

The “jurisdictional clause” has been reformulated 
and made clearer. 

Restrictions on activities during 
cooling-off period 

In principle, consulting with an EP or an 
EQCR is prohibited during their 
cooling-off period. However, after only 
two years of cooling-off, they can be 

Restrictions on activities during cooling-
off period 

Consultation of the EPs during the cooling-off 
period is prohibited, except for discussions with 
the engagement team, and limited to work 
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WHEN PUBLIC INTEREST ISSUES RAISED IESBA DIRECTION 

consulted in specific circumstances 
(par. 290.164). Consultation should be 
limited only to cases where the firm 
has no technical or industry-specific 
auditors. Such consultation should be 
limited only to one year, after which the 
firm should be able to consult a 
specialist in the market. The provisions 
in par. 290.164 (b) could be simplified 
to establish this simple principle, 
eliminating (b), (i), (ii), (iii). 

undertaken or conclusions reached in the last 
year and relevant to the audit. 

Transitional provisions 

EPs and EQCRs on audits of PIEs 
who have served their seven 
cumulative years of service and have 
already started their cooling off at the 
time the LA provisions become 
effective (December 15, 2018) will 
have to cool off for two years (extant 
provisions in the Code). In all other 
circumstances, the cooling-off periods 
introduced with the revised LA 
provisions (5 years for EP, 3 years for 
EQCR) will be applied. 

There is no need for transitional 
provisions. If so, they should not allow 
the application of the old regime (extant 
Code). 

Transitional provisions 

Transitional provisions have been eliminated. 
The “jurisdictional clause” will be valid only 
through a transitional period of five years, until 
December 15, 2023 (five years later than the 
effective date), to facilitate the transition to the 
required cooling-off period of  five  consecutive  
years   for EP in those jurisdictions where the 
regulator has established a cooling-off period of 
less than five consecutive years. 

The close-off text was approved by IESBA in 
December 2016 and by the PIOB, by written 
procedure, in January 2017. 

Non-Assurance Services 
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There is a clear public interest in 
revising Accounting and Bookkeeping 
Services. NAS is an important project 
in the upcoming Strategy and Work 
Plan, in line with the PIOB 
recommendation to the IESBA in 
2015. 

NAS has been included as a proposed priority 
commitment in the IESBA’s initial consultations 
on its next strategy and work plan. 
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WHEN PUBLIC INTEREST ISSUES RAISED IESBA DIRECTION 
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There should be an “overarching” 
principle of the Public Interest in the 
preamble of the Code. 

 

 

The Planning Committee will look further at it. 

… 

Recommendations to the Compliance Advisory Panel (CAP) during 2016 

WHEN PUBLIC INTEREST ISSUES RAISED CAP DIRECTION 
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Current category “adopted” may be 
too broad in the case of the IESBA 
Code of Ethics  

The current category of “adopted” used 
with respect to the adoption of 
standards is misleading in the case of 
the IESBA Code because it conveys 
the message that the jurisdictions 
included in the category have adopted 
the Code. In fact, many jurisdictions 
apply additional ethics legislation, 
altering the requirements included in 
the IESBA Code. In September, the 
PIOB asked the CAP to review the 
definitions of the categories used, and 
to consider the possibility of a new 
category to include those countries/ 
jurisdictions which apply additional 
ethical requirements. This would 
provide greater transparency on the 
status of adoption of the IESBA Code. 

The CAP discussed the PIOB recommendation 
in October and agreed to invest time during Q1 
and Q2 of 2017 to further consider the 
recommendation. The CAP 2017 Work 
Program includes this commitment. In April 
2017, the CAP discussed a timetable for the 
way forward in analyzing the PIOB’s 
recommendation and a proposal to start 
consultations with a number of MBs over a 
three-month period, mainly to better understand 
those cases where the ethical requirements at 
a jurisdiction are more stringent than those in 
the IESBA Code of Ethics. 

 


