
 

 

 

 

Regulatory 

Briefing 
 

 

 

 

Summary of key regulatory 
actions, initiatives and draft 
legislation affecting audit, 
financial reporting and 
corporate governance 
 

 

 

 

Implications for companies 
and their auditors 
 
 
 
 
 
 
 

 

July 2014 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

~ Page left blank intentionally ~ 

 

 

 

 

 
 
 
  

November 2013 



REGULATORY BRIEFING 
July 18, 

2014 

 

 

Page 3 of 40 

 

Introduction 

 

This briefing is arranged in two sections.  The first, 

‘Key Developments’, provides you with 

information on a range of regulatory actions, 

initiatives and draft legislation being undertaken or 

considered within the European Union (EU) and 

other territories that could affect the way 

businesses report and their governance.  These 

cover corporate governance, audit and financial 

reporting, and tax. It also looks at next steps, and 

where appropriate, outlines PwC’s views and 

suggests possible actions by stakeholders to engage 

in the various debates.   

Secondly, the ‘Watch List’ provides a short 

summary of other actions, initiatives and draft 

legislation being undertaken or considered around 

the world, both new and previously reported.  

Where no substantive action or change has 

occurred since our last Regulatory Briefing, these 

have been included for information.   

Despite the scale and complexity of the issues, we 

encourage stakeholders, including audit committee 

and other board members, to consider the 

proposals and engage in the debates. 

To aid ‘navigation’ within the document hyperlinks 

access relevant sections and additional 

information.   

Key current proposals 

Of particular importance are: 

Auditor reporting 

 Global: International Audit and Accounting 

Standards Board (IAASB) - release on 

auditor reporting, Page 24. 

US: The Public Company Audit Oversight 

Board (PCAOB) – Exposure Draft on audit 

reporting, Page 24. 

 

Six regulatory measures have been adopted 

since our Briefing in April 2014:  

 Global: new Revenue Recognition Standard, 

Page 18. 

 EU: new audit legislation, Page 8. 

 EU: new rules for Markets in Financial 

Instruments Directive (MiFID 2), Page 13. 

 EU:  institutional arrangements regarding 

adoption of IFRS, Page 14. 

 Brazil: mandatory firm rotation for 

insurance companies, Page 31. 

 Ecuador: mandatory firm rotation for listed 

companies, Page 32. 
 

Nine new initiatives are covered including: 

 Global: Proposals to change provisions in 

the Code of Ethics addressing non-assurance 

services for audit clients’ by IESBA, Page 16. 

 Global: OECD Review of Corporate 

Governance, Page 26. 

 Global: IAASB Proposals for enhancements 

to Auditing Standards Focused on Financial 

Statement Disclosures, Page 27. 

 EC: proposals to Amend Shareholder Rights 

Directive, Page 12. 

 EU: consultation by the European 

Federation of Accountants (FEE) on the 

future of audit and assurance, Page 15. 

 EU: consultation on equivalence of third 

country regimes regarding country by 

country reporting, Page 21. 

 India: new legislative agenda for economic 

revival and growth, Page 17. 

 South Africa: revision of the Corporate 

Governance Code (King III), Page 19. 

 US: Proposal for changes to rules governing 

the supervision of  large banks, Page 19. 

 
 
 
 
 

 
 

KEY:  Key Proposal  New 

 Adopted  Update 
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Key developments 

In the EU 

Location Subject Page Focus 

EU  Audit legislation 8 A 

 EC proposals to amend Shareholder Rights Directive 12 M 

 Markets in Financial Instruments Directive (MiFID 2) 13 A 

 EC - institutional arrangements for dealing with IFRS in Europe 14 A 

 Consultation by the European Federation of Accountants 

(FEE) on the future of audit and assurance 
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In other countries 

Global  IESBA release of Exposure Draft of ‘proposed changes to 

certain provisions of the Code (of Ethics) addressing non-

assurance services for audit clients’ 

16 R, E, M 

 Revenue Recognition Standard introduced by  the 

Financial Accounting Standards Board (FASB) and the 

International Accounting Standards Board (IASB) 
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India  New legislative agenda for economic revival and growth 

announced by the Government 
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Africa 

 Corporate Governance Code (King III) announcement by 

Institute of Directors of South Africa of plans to revise 
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US  Plans for changes to the Office of the Comptroller of the 

Currency’s (OCC) supervision of large banks 
19 M 

 

‘Watch-list’ of other developments 

In the EU 

Location Subject Page Focus 

EU  EC: public consultation on equivalence of third country 

regimes regarding country by country reporting 
21 R, M 

 EC: proposals on the disclosure of non-financial and 

diversity information, Page 16. 
21 M 

 EC: Proposal for a Regulation on structural measures improving 

the resilience of EU credit institutions 
22 M 

 UK: Competition & Markets Authority (CMA) review of the 

statutory audit market for large listed companies – future release 

of draft ‘Orders’  

23 M, E 

 UK: FRC consultation on the Corporate Governance Code 

(including risk and going concern) 
24 M, E 
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In other countries 

Global  Auditor Reporting: 

1. IAASB – Exposure Draft, Reporting on Audited Financial 

Statements: proposed new and revised International Standards 

on Auditing (ISAs) 24 M 

2. US – PCAOB – proposals on revision of the auditor’s reporting 

model and changes to PCAOB standards, (Docket 34), Release 

for consultation of Exposure Draft 

 OECD - 2014 Review of the OECD Principles of Corporate 

Governance and related Guidelines covering State-Owned 

Enterprises 

26 M, E 

 IAASB Proposals for enhancements to Auditing Standards 

Focused on Financial Statement Disclosures 
27 R, M 

 IESBA Code of Ethics – forthcoming Exposure Draft relating to 

long association of personnel and rotation 
28 M 

 IESBA- Code of Ethics – further consultation on approaches to 

non-compliance with laws and regulations (formerly responding to 

illegal acts) (NOCLAR) 

29 M, E 

Brazil  National Council of Private Insurance (CNSP) – 

introduction of mandatory firm rotation for insurance companies 
29 A, E, M 

Dubai  Dubai Financial Services Authority review of auditor regime 30 M 

Ecuador  Extension of mandatory audit firm rotation to listed companies  31 A, M, E 

Hong 

Kong 
 Financial Services and Treasury Bureau (“FSTB”) of the 

Government of Hong Kong Special Administrative Region to 

consult the public on the reform proposals to improve the 

regulatory regime for listed entity auditors 

31 M, E 

India  Ministry of Finance – 2013 Companies Act release of 

notification on adoption of implementing rules 
32 A, E 

US/China  Dispute between the US Securities and Exchange Commission 

(SEC) and the China Securities Regulatory Commission regarding 

access to working papers for inspection purposes 

33 M, E 

Russia  Proposals to the State Duma for the introduction of restrictions 

on audits of state owned enterprises by foreign firms 
34 M 

 

Additional Information 35  

 

Appendices 

Appendix A Links to regulatory proposals, initiatives and actions 36  

 

KEY Priority 2014/15 M = monitor R = Respond E = Engage A = Action 
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Things to consider 
 

Many of the proposals and draft regulations 

mentioned in this Briefing are still under 

discussion and could be amended 

The next few months will be critical to the 

outcome of many of these proposals.  The input 

of stakeholders is vital to securing outcomes 

that reflect their needs and expectations, and it is 

important they engage as appropriate in the 

debates and make their views known 

Many of the proposals are interconnected. 

National legislation in individual countries could 

be superceded by international or pan-regional, 

for example in auditor reporting or accounting 

standards.  The recent EU audit reform legislation 

is an example of this.  Stakeholders should 

consider the potential for extra-territorial impacts 

which could affect them indirectly through their 

subsidiaries or branches 

Regulators around the world are conscious of the 

need to ensure better regulation and where 

possible greater commonality in approach, 

although the current wide range of proposals 

risks the broader objectives not being 

achieved.  There are clear signs of improved 

cooperation and inter-connectivity between 

regulators and supervisors which could see 

simultaneous action in more than one jurisdiction 

 

What can you do?  
 
Many regulators and politicians have expressed a 

clear desire for more business and investor input.  

In addition to directly responding to a consultation, 

if you have a view on any of the proposals you can 

get involved in influencing the development and 

outcome of these by meeting with or writing to key 

stakeholders involved in the various decision 

making processes.  More broadly it would include 

meeting with industry and potentially regulators 

and supervisory bodies, to seek to inform their 

views. It could also include attending organised 

meetings and events. 

Stakeholders specifically wishing to get involved in 

the various EU member state consultations on the 

implementation of the new EU audit legislation 

should contact the relevant national government 

representatives or their respective ‘industry’ body / 

association. 

Copies of the original documentation from the 

sponsors of the proposed legislation and other 

current and proposed initiatives are available via 

the links provided at Appendix A, including (where 

relevant) details for responding to or commenting 

on proposals, etc.  Further information is also 

available on the PwC website at: 

www.pwc.com/regulatory-debate and from your 

PwC relationship partner. 

 

 

 

  

http://www.pwc.com/regulatory-debate
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Key developments 

 

In this section we summarise key regulatory developments around the world, both new and previously, 

reported where there has been substantive action or change since the last regulatory briefing in April 2014. 

What is happening in the EU 

  

 EU: publication of new statutory audit 

legislation comprising revisions to the 

2006 Audit Directive and a new Regulation 

governing the statutory audit of Public 

Interest Entities (PIEs), Page 8. 

 EC: proposals to Amend Shareholder 

Rights Directive, Page 12.  

 EU: Adoption of new rules regarding 

Markets in Financial Instruments (MiFID 

2), Page 13. 

 EC – institutional arrangements for IFRS 

implementation in Europe, Page 14. 

 Europe: Consultation by the European 

Federation of Accountants (FEE) on the 

future of audit and assurance, Page 15.  

 

 

What is happening in other countries 

  

 Global: release of Exposure Draft of ‘proposed 

changes to certain provisions of the Code 

addressing non-assurance services for audit 

clients’ by IESBA, Page 16.  

 Global: Introduction of new Revenue 

Recognition Standard by the Financial 

Accounting Standards Board (FASB) and 

the International Accounting Standards 

Board (IASB), Page 17. 

 India: New legislative agenda for economic 

revival and growth announced by the new 

Government, Page 178.  

 South Africa: Institute of Directors 

announces plans for revisions to the Corporate 

Governance Code (King III), Page 18. 

 US: Plans for changes to the Office of the 

Comptroller of the Currency’s (OCC) 

supervision of large banks, Page 19. 
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What is happening in the EU 

 

EU – statutory audit legislation 
 

Introduction 

After intense discussions, the EU legislative 

institutions approved new audit reform legislation 

in April 2014. The new legislation applies from 17 

June 2016 – with the exception of the requirements 

for auditor rotation (MFR) which are subject to 

transition arrangements. 

In summary: 

The legislation comprises two legislative 

instruments.  The Directive applies to all 

entities required to have a statutory audit and 

the Regulation introduces further requirements 

for Public Interest Entities (PIEs) (Note 1 below) 

Introduction of ten year MFR for all PIEs in 

the EU – subject to member state options to 

shorten or extend the period and the transitional 

arrangements relating to length of tenure 

Far-reaching prohibitions on the provision 

of non-audit services (NAS) to audit clients 

applicable from 17 June 2016.  Member state 

options permit certain exemptions from or 

additions to the list of prohibited services 

Cap of 70% on permitted NAS applicable to 

services provided by the auditor or auditing firm 

NAS restrictions extended to services provided 

by any Network firm to parent undertakings 

or controlled subsidiaries in the EU and to 

some extent elsewhere 

Member state options which may lead to an 

increased patchwork of rules across the EU, both 

in the area of MFR and prohibited NAS 

 

Summary of core requirements and related member state options 

 

 

Note 1: A Corrigendum has being issued to correct the reference to restrictions on ‘internal control” 

 

http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32014L0056
http://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1403597919765&uri=CELEX:32014R0537
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2014.170.01.0066.01.ENG
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PIEs are defined as: 

Entities1 governed by the law of a member 

state whose transferable securities are admitted 

to trading on any member state regulated 

market2 

Credit institutions3 which are defined as an 

undertaking the business of which is to take 

deposits or other repayable funds from the 

public and to grant credits for its own account 

Insurance undertakings4 which are 

essentially any undertaking carrying on 

regulated insurance business including life, 

general, reinsurance and permanent health 

Entities designated by member states as 

PIEs, for instance undertakings that are of 

significant public relevance because of the 

nature of their business, their size or number of 

employees 

 

                                                      
1 Point 14, Article 4(1) of Directive 2004/39/EC 
2 The list of specific exchanges is published by the European 
Securities and Markets Authority (ESMA).  The list is up-dated 
periodically and is available at: 
http://mifiddatabase.esma.europa.eu/Index.aspx?sectionlinks_id
=23&language=0&pageName=REGULATED_MARKETS_Displa
y&subsection_id=0 
3 In the Regulation(2014/537/EU) Point 1, Article 1 of Directive 
2000/12/EC applies; In the Directive (2014/56/EU) Point 1, 
Article 3(1) of Directive 2013/36/EU which cross-refers to Point 1, 
Article 4(1) of Regulation 2013/575/EU, apply – this exempts 
entities listed in Article 2 of this Directive, for example, Central 
Banks, Post Office Giro operations, and a range of other member 
state public entities 
4 Article 2(1) of Directive 91/674/EEC, states: 

(a) Undertakings within the meaning of Article 1 of Directive 
73/239/EEC, excluding those mutual associations which are 
excluded from the scope of that Directive by virtue of Article 
3 thereof but including those bodies referred to in Article 4 
(a), (b), (c) and (e) thereof except where their activity does 
not consist wholly or mainly in carrying on insurance 
business; 

(b) Undertakings within the meaning of Article 1 of Directive 
79/267/EEC, excluding those bodies and mutual 
associations referred to in Articles 2 (2) and (3) and 3 of 
that Directive; or 

(c) Undertakings carrying on reinsurance business. 

Mandatory firm rotation (MFR) 

Ten-year audit firm rotation for all PIEs in 

the EU has been agreed, with a member state 

option to extend this period once with a further 

ten years following a tender or fourteen years in 

the case of joint audit 

The national competent authority has the 

possibility to extend this once for a further two 

years, in exceptional circumstances 

Transitional arrangements have been agreed 

depending on length of tenure 

 
It is expected that some member states will not 

extend the rotation period and some may impose a 

shorter rotation period.  This could lead to a 

patchwork of rules across the EU, and lead groups of 

companies to agree on one (the shortest) rotation 

period in the group for all companies. 

Non-Audit Services (NAS):  

The statutory auditor of a PIE and any member of its 

network cannot provide prohibited services to: 

The PIE itself, and 

Its EU formed parent undertaking. (Based on 

the definition in the Accounting Directive 

essentially this is an entity that owns or controls 

another entity either directly or indirectly (and 

thus includes more than just the PIE’s immediate 

parent); and 

Its EU formed controlled undertakings. 

(Essentially this is an entity that is controlled by 

another entity based on the Accounting Directive 

2013/34/EC) 

 

Note: The concepts of “parent undertaking” and 

“controlled undertaking” only cover the 

undertakings that respectively control and are 

controlled by the audited entity. These concepts 

thus only cover undertakings in the same chain of 

ownership as the audited entity.  Sister companies 

which by definition do not control and are not 

controlled by the audited entity are therefore not 

caught 

 

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02004L0039-20110104&rid=1
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02004L0039-20110104&rid=1
http://mifiddatabase.esma.europa.eu/Index.aspx?sectionlinks_id=23&language=0&pageName=REGULATED_MARKETS_Display&subsection_id=0
http://mifiddatabase.esma.europa.eu/Index.aspx?sectionlinks_id=23&language=0&pageName=REGULATED_MARKETS_Display&subsection_id=0
http://mifiddatabase.esma.europa.eu/Index.aspx?sectionlinks_id=23&language=0&pageName=REGULATED_MARKETS_Display&subsection_id=0
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2000:126:0001:0059:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2000:126:0001:0059:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2013:176:0338:0436:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2013:176:0001:0337:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:31991L0674:EN:HTML
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:31973L0239:EN:HTML
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:31973L0239:EN:HTML
http://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:31979L0267
http://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:31979L0267
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 Prohibited non-audit services (NAS) 

a. Tax and 
tax 
compliance 
services:  

a) Preparation of tax forms  Member 
states can 
allow the 
provision 
of tax 
services 
relating to 
a), d), e), f) 
and g) as 
long as:  

• They have no 
direct or have 
immaterial effect 
on the audited 
financial 
statements.  Note: 
needs further 
definition 

b) Payroll tax  

c) Customs duties  

d) Identification of public subsidies and tax 
incentives unless the statutory auditor or 
the audit firm is required to provide such 
services by law  

e) Support regarding tax inspections by tax 
authorities unless support from the 
statutory auditor in respect of such 
inspections is required by law  

• Audit committee 
to set guidelines 
with regard to 
provision of such 
services 

 f) Calculation of direct and indirect tax and 
deferred tax  

Note: Tax work on payroll tax  and 
customs duties are not included in the 
member state option and are therefore 
never permitted  g) Provision of tax advice  

b. ‘Services that involve playing any part in the management or decision-making of the audited entity’.  
This definition is open to differing interpretations, and could include such things as “working capital 
management, providing financial information, business process optimization, cash management, 
transfer pricing and creating supply chain efficiency” 

c. ‘Services linked to the financing, capital structure and allocation, and investment strategy of the audit 
client’ – which is also not clearly defined. Due diligence services would be allowed 

d. Promoting, dealing in, or under-writing shares in the audited entity  

e. Legal 
services 
with 
respect to: 

• The provision of general counsel (Note: some lack of clarity regarding definition) 

• Negotiating on behalf of the audit client 

• Acting in an advocacy role in the resolution of litigation 

f. Book-keeping and preparing accounting records and financial statements  

g.  Payroll services 

h. Designing and implementing internal control or risk management procedures or financial information 
technology systems  

i. Valuation 
services  

Member states can 
allow these services 
as long as:  

• They have no direct or have immaterial effect separately or 
in aggregate on the audited financial statements 

• Estimation of the effect on the audited financial statements 
is comprehensively documented and explained in the 
additional report to the audit committee  

j. Services related to the audit client’s internal audit function (Note: awaiting clarification on definition) 

k. Human 
resources 
services 
relating to: 

• Management in a position to exert significant influence 
over the preparation of the accounting records or 
financial statements subject to statutory audit, where 
such services for such positions involve: 

• searching for or seeking 
out candidates 

• undertaking reference 
checks on candidates 

• Structuring of the organisation 

• Cost control (Note: awaiting clarification on definition) 
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Cap on NAS 

The cap only applies to the ‘statutory auditor or the 

audit firm’ and not to members of the 

statutory audit firm’s network.  

The relevant limit is 70% of the average of the 

statutory audit fees paid to the statutory auditor for 

the audit of the PIE, and where applicable its parent 

undertaking and its controlled undertakings, for the 

previous and consecutive three years. The 

permissible non-audit services are services 

provided by the audit firm to the audit entity and its 

parent undertakings and controlled undertakings, 

whether in the EU or outside of the EU.  

Permitted non-audit services may be provided 

without limit by the audit firm for three consecutive 

financial years before the cap will apply in the 

fourth year. The three year clock is reset if in one 

year no non-audit services were provided.  

PwC’s views  

PwC remains unconvinced that the measures 

introducing mandatory change of the audit firm 

and increased prohibitions on the provisions of 

non-audit services by the auditor to their audit 

client will achieve the EC’s stated objectives of 

reducing concentration, increasing competition or 

improving the independence, scepticism and 

objectivity of the auditor. In particular, we do not 

believe these measures will address objectives to 

enhance the role of audit committees or others 

charged with the oversight of the auditor and the 

statutory audit - in fact, quite the reverse. 

We understand that certain member state 

governments will shortly be consulting with a wide 

range of stakeholders on the best possible use of 

member state options.  We would like to 

strongly encourage stakeholders to engage 

with respective governments and participate 

in this process.  

Our recommendations would be that member states 

are asked to adopt options to: 

Extend the MFR period to 20 years if a 

tender has been held after 10 years  

Keep the minimum rotation period at 10 

years, as a lower period would create a 

patchwork of rules across the EU, which would 

adversely impact multi-national companies 

Allow the provision of tax and valuation 

services subject to satisfying the following 

requirements: 

 They have no direct or have immaterial effect 

separately or in aggregate on the audited 

financial statements  

 The estimation of the effect on the audited 

financial statements is comprehensively 

documented and explained in the additional 

report by the statutory auditor to the audit 

committee 

 
Regarding the MFR transition arrangements 

relating to engagements of fewer than 11 years, a 

10-year transition period applies from 2016. 

However, there are two alternative interpretations 

regarding the point from which this requirement 

would be calculated.  It is therefore unclear whether 

the application should be: 

 Prospective - the 10 year limit only relates to 

years after the regulation is implemented in 

June 2016 

or 

 Retrospective - the tenure of the incumbent 

auditor prior to 16 June 2014 counts towards 

the 10 year limit 

 

The final interpretation could have a significant 

impact for PIEs in this category.  We believe the 

first of these interpretations is more logical and 

consistent with the approach adopted for the other 

two categories, and would be less disruptive for 

companies.  Further guidance is being sought on 

which of these interpretations is correct.  We would 

encourage companies to engage with their 

government representatives to resolve this 

confusion.  
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Additional information 

In additional to our series of ‘Points of View’, PwC 

has developed a series of ‘Fact Sheets’ on key 

measures included in the legislation which are 

available at: www.pwc.com/regulatory-debate and 

include: 

 Mandatory audit firm rotation for PIEs. 

 New requirements for audit committees (or 

their equivalent) relating to their oversight of 

the performance of the audit. 

 Additional restrictions on the provision of 

non-audit services by the statutory auditor to 

their PIE audit clients. 

 New requirements regarding reporting by the 

statutory auditor. 

 The definition of Public Interest Entities 

(PIEs). 

EC proposal to amend Shareholder 
Rights Directive 
 

Introduction 

The proposal covers shareholder votes on 

remuneration policies and related party 

transactions and greater transparency obligations 

on certain market participants. 

On 9 April, 2014, the EC published proposals to 

amend the Shareholder Rights Directive which was 

adopted in 2007 to improve corporate governance 

in EU companies traded on regulated markets. The 

directive implemented minimum standards relating 

to the exercise of shareholders’ rights to vote at, and 

participate in, general meetings as well as 

shareholders’ access to information. 

Following a number of consultations and the EC’s 

communication on 9 March 2014, entitled “Long-

term financing of the European Economy”, the EC 

published a proposal to amend the directive in 

order to tackle corporate governance shortcomings 

and promote the competitiveness and long-term 

sustainability of around 10,000 companies listed on 

Europe’s stock exchanges. 

Proposals 

The key elements in the EC’s proposal include: 

Remuneration Policy—A “say on pay” policy, 

whereby shareholders will have the right to vote 

on a company’s remuneration policy in respect of 

directors at least every three years. Companies 

will only be permitted to pay directors in 

accordance with the approved remuneration 

policy (save for new directors whose remuneration 

package have been individually approved by 

shareholders). Remuneration policies will be 

required to be in line with the company’s business 

strategy, objectives, values, and long-term 

interests and incorporate measures to avoid 

conflicts of interest. Policies will also be required 

to explain how employees’ pay and employment 

conditions were taken into account when settling 

the policy, including explaining the ratio between 

the average pay of full-time employees and that of 

executives. Although there will be no EU-wide cap 

on executive pay, each company will be required 

to stipulate a maximum level for executive pay in 

its remuneration policy 

Remuneration Reports—to be produced 

annually, providing a comprehensive overview of 

remuneration, including all benefits in whatever 

form granted to individual directors, is to be 

provided to shareholders, who will have the 

opportunity to vote on the report at the company’s 

general meeting. Although the shareholder vote 

will only be advisory, if the report is not approved, 

the company will be required to state in the next 

such report whether or not the shareholders’ vote 

was subsequently taken into account 

Related Party Transactions—Independent 

shareholder approval will be required prior to the 

completion of any related party transactions that 

either represent more than 5% of a company’s 

assets or that have the potential to have a 

significant impact on a company’s turnover or 

profits. Related party transactions valued between 

1% and 5% of a company’s assets will be required 

to be announced on completion and must be 

accompanied by an independent third-party 

fairness report. Advanced shareholder approval of 

certain types of recurring transactions may be 

permitted 

http://www.pwc.com/regulatory-debate
http://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1398680488759&uri=COM:2014:213:FIN
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2007:184:0017:0024:EN:PDF
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52014DC0168
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Institutional Investors and Asset 

Managers—introduction of stronger 

transparency measures that will require them to 

disclose, on an annual basis, their investment 

strategy and shareholder engagement policies 

regarding companies in which they invest 

Proxy Advisers—a requirement to adopt and 

implement measures to guarantee the accuracy 

and reliability of their voting recommendations 

and to disclose annually key information relating 

to the preparation of their voting 

recommendations. Proxy advisers will also be 

required to disclose, without undue delay, any 

actual or potential conflicts of interest or business 

relationships that may influence the preparation 

of voting requirements together with any actions 

that they have taken to eliminate or mitigate such 

actual or potential conflicts 

Intermediaries—a requirement to offer 

companies the right to have their shareholders 

identified without undue delay. Shareholder rights 

will be enhanced by requirements that 

intermediaries must transmit information to 

shareholders and facilitate the exercise of 

shareholder rights. Intermediaries will be 

required to publicly disclose prices, fees, and any 

other charges for services required under the 

amended directive 

 

Next Steps 

The EP and the Council will now consider the EC’s 

proposal as part of the legislative process. If 

approved, each member state will be required to 

implement the proposal within 18 months. 

PwC’s view 

Shareholders and others have expressed their 

opposition to the EC’s proposals due to a lack of 

evidence of a need to change and that they have 

listened to the views of investors expressed during 

consultations.  Shareholders believe the proposals 

are too prescriptive and create multiple obligations 

rather than rights for shareholders.  The exceptions 

covered increased transparency requirements in 

relation to related party transactions. 

EU: Adoption of Markets in Financial 
Instruments Directive (MiFID 2) 
 

Introduction 

On 12 June 2014, the Directive on Markets in 

Financial Instruments repealing Directive 

2004/39/EC (MiFID I) and the Regulation on 

Markets in Financial Instruments (MiFIR) was 

published in the EU Official Journal.  

The new directive and regulation cover the 

provision by banks and investment firms of services 

including brokerage, investment advice, dealing, 

portfolio management and underwriting.  The 

intention is to ensure that all organised trading is 

conducted on regulated trading venues (regulated 

markets, multilateral trading facilities and 

organised trading facilities). 

Requirements 

The new framework aims to make financial markets 

more efficient, resilient and transparent. It 

introduces: 

A market structure which closes loopholes and 

ensures that trading, wherever appropriate, takes 

place on regulated platforms 

Rules on high frequency trading  

Rules to improve the transparency and 

oversight of financial markets – including 

derivatives markets - and to address the issue of 

excessive price volatility in commodity derivatives 

markets 

A new framework will improve conditions for 

competition in the trading and clearing of 

financial instruments  

 
Building on the rules already in place, the revised 

MiFID also: 

Strengthens the protection of investors by 

introducing robust organisational and conduct 

requirements or by strengthening the role of 

management bodies 

Increases the role and supervisory powers 

of regulators and establishes powers to prohibit 

or restrict the marketing and distribution of 

certain products in well-defined circumstances  

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:JOL_2014_173_R_0009&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:JOL_2014_173_R_0005&from=EN
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Introduces a harmonised regime for 

granting access to EU professional markets 

for firms from third countries, based on an 

equivalence assessment of third country 

jurisdictions by the EC 

 

Current position 

Member States have two years to transpose the new 

rules which will be applicable from 3 January 2017. 

On 22 May 2014, the European Securities and 

Markets Authority (ESMA) launched two public 

consultations relating to the associated 

implementing measures: 

 A consultation paper covering issues for which 

ESMA is required to provide technical advice to 

the EC with regards to delegated acts 

 A discussion paper relating to those issues for 

which it is required to prepare technical 

standards   

 
Responses to both these papers should be 

submitted to ESMA by 1 August 2014.  

ESMA has to submit its technical advice to the EC 

on the delegated acts by 3 January 2015 – this is 

therefore the only public consultation which will 

take place on these issues. However, with regards to 

the technical standards, the discussion paper will be 

followed by a consultation paper, including draft 

text, which is expected either later this year or early 

in 2015.  ESMA has to submit its draft regulatory 

technical standards to the EC by 3 July 2015, and 

that on implementing technical standards six 

months later. 

Submission deadlines are designed to ensure that, 

with the required preparation/endorsement periods 

by the EC, and the scrutiny periods by the Council 

and the EP, the legislation on key implementing 

measures should largely be in place by 3 January 

2016: six months before the end of the national 

transposition period. 

EC – institutional arrangements for 
dealing with IFRS in Europe 
 
Maystadt review 

In 2013 the EC appointed Phillipe Maystadt to 

conduct a review of the legal and institutional 

infrastructure for adoption of IFRS standards for 

use in the EU.  Mr Maystadt’s final report was 

published in November 2013 and included, as its 

central recommendation, a restructuring of the 

European Financial Reporting Advisory Group 

(EFRAG).   

The European Commission has issued a progress 

report (to the Parliament and Council) on the 

implementation of the EFRAG reforms.  The EC's 

conclusion is that "promising progress" has been 

made, with the EFRAG General Assembly 

approving changes to the organisation's internal 

rules in June. 

The report notes where the implementation has 

differed from the original Maystadt proposals: 

 The Maystadt report recommended that the 

European Central Bank and the three 

European Supervisory Agencies (ESMA, EBA 

and EIOPA) should participate as members 

of the restructured EFRAG Board.  However 

these bodies will now be involved as 

observers. 

 To ensure balance on the Board, the number 

of standard setters has been increased so 

that it now comprises the four largest 

national standards setters (France, Germany, 

Italy & UK) plus four smaller standard 

setters.  At the same time, the number of 

private sector participants is also increased 

to eight. The overall board size is now 17 

including the chair. 

 To respond to stakeholder concerns about 

consensus decision-making in the new 

board, there will now be a fall-back voting 

mechanism (qualified majority of two-

thirds). 

 Provision has been made to split the roles of 

chair of the EFRAG Technical Expert Group 

and the CEO of EFRAG. 

http://www.esma.europa.eu/system/files/2014-548_discussion_paper_mifid-mifir.pdf
http://www.esma.europa.eu/system/files/2014-548_discussion_paper_mifid-mifir.pdf
http://ec.europa.eu/internal_market/accounting/governance/reform/index_en.htm
http://ec.europa.eu/internal_market/accounting/docs/governance/reform/131112_report_en.pdf
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The new EFRAG governance structure is expected 

to be operational from 31 October 2014.  Measures 

to revise the funding mechanisms for EFRAG will 

be a longer term task. 

EFRAG has issued a call for nominations of 

candidates to join the new EFRAG Board (by 5 

September). Nominations can only be made by the 

EFRAG stakeholder organisations and by national 

standard setters.   (Members from the accountancy 

profession will be nominated by FEE and the 

European Federation of Accountants & Auditors.  

Members from the corporate community will be 

proposed by Business Europe.)  

The EC will nominate the President of the Board 

after consulting with the EP and the Council of 

Ministers, which is expected in early autumn.  

The review of the IAS Regulation 

In addition to the Maystadt Review, the EC also 

announced a review of the Regulation requiring use 

of IFRS standards by EU listed companies (the ‘IAS 

Regulation’), in light of ten years’ experience in 

operation. 

To assist the Commission staff to conduct the 

review, the EC published a call for applications for 

participation in an informal Expert Group on the 

evaluation of the IAS Regulation.  The deadline for 

applications was 30 May and the composition of the 

group of 18 has now been announced. 

The Group held its first meeting in July and 

considered a draft of a questionnaire that will be 

used for public consultation on the operation of the 

2002 IAS Regulation.  This will be aimed at a range 

of stakeholders including preparers, users, 

regulators and others.  The consultation is expected 

to be issued at the end of July, with a three month 

period for response by the end of October 2014.  No 

legislative changes as a result of the review are 

anticipated before 2015, as they would need to be 

considered by the new Commission. 

Europe: Consultation by the European 
Federation of Accountants (FEE) on 
the future of audit & assurance 
 
Introduction 

FEE issued a consultation on the ‘Future of Audit 

and Assurance’ to promote public debate on longer-

term developments in audit, assurance and related 

services. It stems from FEE’s belief that the audit 

profession should have the courage to question 

itself on how quality can be improved in both 

corporate reporting and assurance and making 

these services the most relevant possible. Stated 

aims of the consultation include: 

Providing a platform to discuss 

stakeholders’ expectations in a transparent, 

honest and informative way 

Allowing the profession to clarify any 

‘limitations’ that need to be taken into account, 

including cost and benefit aspects 

Facilitating outreach with policymakers and 

regulators to identify priorities and practical 

solutions, especially for entities with a public 

interest dimension 

 
The consultation is wide ranging and poses 

questions addressing standards, ethics, IT, 

education and training, auditor reporting, scope of 

services, and developments in corporate reporting 

and market demand assurance on it. 

Current position 

The consultation exercise closed on 30 June 2014.  

It is expected that FEE will analyse the comments 

received and use them as a basis for decisions on 

FEE’s next steps.  They have indicated that the 

consultation is the “first step on a journey” aimed 

at encouraging debate, rather than at this stage 

proposing any formal positions. 

PwC’s views 

PwC welcomes the opportunity to contribute to this 

debate.  We agree that the audit profession should 

have the courage to question itself and to engage 

with others in conversation on these types of issues. 

We believe the case for change has been well 

http://www.fee.be/images/Future_of_Audit_and_Assurance_Discussion_Paper_1402.pdf
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established and that the profession should be at the 

forefront and are ‘players’ in shaping our own 

future. 

Regarding the questions posed by FEE we believe it 

is important to: 

Build from the current strong foundation 

but continue to keep focused on what is needed to 

ensure the continuing relevance and importance 

of the role of audit in a fast-changing global 

context 

Look ahead to anticipate the mega trends 

influencing the risks and opportunities businesses 

will face and how they will impact the  financial 

and non-financial information that will be needed 

to support the decisions necessary to manage 

healthy, successful and growing economies and 

public trust in them 

Respond to increasing demands for reporting 

on non-financial capitals that may impact a 

company’s long-term prospects, and consider 

what will be needed to widen the scope and focus 

of the corporate reporting model to capture that 

information 

Recognise that the scope of the assurance 

provided by an auditor needs to evolve to 

address new shareholder requirements, along 

with the way this information is provided.  The 

trend is for more insightful reporting to underpin 

improved user understanding  

There are tremendous opportunities to increase 

the relevance of the current model, but there are 

also risks to the profession if investor expectations 

are not met.  Calls for broadening the scope of the 

audit need to be carefully considered, particularly 

in terms of what broader “assurance” might look 

like and the inclusion of “subjective” auditor views 

rather than an evidence based opinion.  This also 

raises the question about what is “evidence” 

Understand the role and importance of 

standards.  Whilst having standards can bolster 

confidence and trust, they can also be 

constraining and ‘lag’ behind market 

requirements.  There is a role for the profession in 

encouraging collaboration and cooperation to 

forge a coherent reporting framework 

 

What is increasingly apparent is the 

interconnectivity of the issues involved. More than 

ever, what is necessary to make the changes needed 

is recognition of the shared agenda and 

collaboration – among regulators, standard setters, 

companies and auditors. 

The real key is to encourage and facilitate debate on 

issues of trust and reporting among multiple 

stakeholder groups, and understand what more is 

needed in order for trust to flourish.  We applaud 

FEE’s attempts to facilitate this debate. 

What is happening in other countries 

 

Global:  IESBA - proposed changes to 
Code of Ethics regarding non-
assurance services for audit clients 
 

Introduction 

In 2013 IESBA launched a review of the non-

assurance services provisions in the Code to ensure 

they continue to underpin a rigorous approach to 

independence for such services, particularly in 

relation to the audits of financial statements. 

The independence requirements were modified in 

2009 in response to the effects of the global 

financial crisis. Additionally, a number of major 

jurisdictions had initiated, or are actively engaged 

in, policy debates on ways to enhance audit quality. 

These include consideration of proposed changes 

relating to the provision of NAS by audit firms to 

their audit clients.   

In December 2013 IESBA discussed a number of 

possible changes to address concerns raised by 

certain stakeholders.  Stakeholder concerns 

focussed on: the concepts of ‘Management 

responsibility’ and ‘informed management’; 

potential abuse of the emergency provisions 

regarding bookkeeping and certain tax services, and 

the need for additional guidance on “routine and 

mechanical” booking services.  Following a further 

discussion in its April meeting IESBA issued an 

Exposure Draft for comment. 

http://www.ifac.org/publications-resources/proposed-changes-certain-provisions-code-addressing-non-assurance-services-au
http://www.ifac.org/sites/default/files/meetings/files/Agenda%20Item%205-A%20-%20Long%20Association%20Issues%20Paper.pdf
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Proposals 

The proposed changes aim to enhance the 

independence provisions in the Code of Ethics for 

Professional Accountants (the Code) by: 

Providing additional guidance and clarification 

regarding what constitutes a management 

responsibility, including enhanced guidance 

on how the auditor can better satisfy itself that 

client management will make all judgments and 

decisions that are the responsibility of 

management, when the auditor provides non-

assurance services to an audit client 

Providing better guidance and clarification on 

the concept of “routine or mechanical” 

services relating to the preparation of accounting 

records and financial statements for non-public 

interest entity audit clients 

Removing the provision that permits an audit 

firm to provide certain bookkeeping and 

taxation services to public interest entity audit 

clients in emergency situations 

 

PwC’s view 

Our initial view is that we do not think the changes 

are sufficiently substantive as to warrant changing 

the Code and we are concerned that there is no 

evidence that the benefits will outweigh the costs 

(to member bodies and firms) of these changes.   

We believe that IESBA could achieve its goals by 

enhanced guidance and examples that would 

support the Code (e.g. Frequently Asked 

Questions). 

Global: Introduction of new Revenue 
Recognition Standard 
 

Introduction 

In June 2014, the Financial Accounting Standards 

Board (FASB) and the International Accounting 

Standards Board (IASB) issued the long-awaited 

converged standard on revenue recognition. The 

release represents more than a decade of work 

between the two groups and represents a significant 

achievement in the effort to converge international 

accounting standards.  

Although much work remains to facilitate an 

effective transition for issuers, the completion of 

the joint project is recognised as a major 

accomplishment.  

FASB Chairman Russell Golden indicated, “The 

revenue recognition standard represents a 

milestone in our efforts to improve and converge 

one of the most important areas of financial 

reporting. It will eliminate a major source of 

inconsistency in GAAP, which currently consists of 

numerous disparate, industry-specific pieces of 

revenue recognition guidance.”  

Current U.S. GAAP is estimated to contain more 

than 200 pieces of industry specific literature. The 

introduction of the new Standard should improve 

the revenue requirements of both IFRS and U.S. 

GAAP, through a fully converged standard. 

Next steps 

US public companies are required to comply with 

the new standard for annual reporting periods 

beginning after December 15, 2016, including 

interim reporting periods.  

US non-public companies must implement for their 

annual reporting periods beginning after December 

15, 2017, and interim and annual reporting periods 

thereafter.  

Companies using IFRS will be required to apply the 

standard for reporting periods beginning on or after 

January 1, 2017. Early adoption also is permitted 

for companies using IFRS. 

India: New legislative agenda for 
economic revival and growth  
 

Introduction 

Following a seismic shift in the political landscape 

in India, the new Government of Narendra Modi 

has announced ambitious plans to revive the 

struggling economy, reminiscent of China, which 

include a new nation-wide high-speed rail network, 

a better tax system, 100 new economic cities, and 

improvements to the education system..  The plans 

aim to revitalise the stagnant economy by boosting 

investment and growth and creating millions of 

new jobs. 

http://www.ifac.org/sites/default/files/publications/files/IESBA-Non-Assurance-Services-Exposure-Draft.pdf
http://www.fasb.org/cs/BlobServer?blobkey=id&blobnocache=true&blobwhere=1175828814244&blobheader=application%2Fpdf&blobheadername2=Content-Length&blobheadername1=Content-Disposition&blobheadervalue2=1265035&blobheadervalue1=filename%3DASU_2014-09_Section_A.pdf&blobcol=urldata&blobtable=MungoBlobs
http://www.ft.com/cms/s/0/bc33983c-efa7-11e3-bee7-00144feabdc0.html#axzz36t4SBgLN
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Mr Modi said “We need to transform ourselves into 

a globally competitive manufacturing hub, 

powered by skill, scale and speed.”   

The government also indicated that they believe 

there is an urgent need to converge the current 

Indian accounting standards with the International 

Financial Reporting Standards (IFRS).  It is likely 

that the government will put forward proposals for 

adoption of new Indian Accounting Standards by 

Indian companies from the financial year 2015-16 

on a voluntary basis and mandate it from the 

financial year 2016-17 onwards.   

Based on international consensus, it is expected 

that regulators will separately notify the dates for 

implementation of these new standards for banks 

and insurance companies.  It is also expected that 

Standards for the computation of tax will also be 

notified separately. 

PwC’s view 

Indications are that the new Government will be 

more business friendly, with an approach that is 

more “predictable, transparent and fair”.  

Statements from the Government directly 

referenced recent issues for large overseas 

companies regarding tax treatments with promises 

to rationalise and simplify the tax regime to make it 

non-adversarial and conducive to investment, 

enterprise and growth. 

It will be interesting to see if this change in 

approach has positive results for discussions with 

the Ministry of Finance on the Implementation 

Rules for the 2013 Companies Act. 

South Africa: plans to revise the 
Corporate Governance Code 
 

Introduction  

The King Committee on Corporate Governance has 

recommended that the King Report on Governance 

for South Africa 2009 (King III) be updated. For 

this purpose it established a ‘Task Team’ which 

concluded that whilst the basic content and 

philosophies of King III would remain in place, 

there was “room for the Report to be enhanced to 

assist with accessibility and implementation, 

particularly for smaller entities and non-profits”.  

The Institute of Directors in South Africa (IoDSA), 

which led the Task Team, have indicated that the 

factors influencing the Team’s recommendation for 

an update of King III included: 

 The challenges faced by non-profit 

organisations, private companies and entities 

in the public sector in adapting King III to 

their particular circumstances  

 Acknowledging that “greater succinctness and 

streamlining would be invaluable in 

positioning the Code’s requirements for the 

digital and mobile ages” 

 

The Task Team has, as a result of consideration of 

these factors, indicated that: 

 Proposed enhancements will aim to make the 

Code more accessible to all types of entities 

and sectors 

 As workplaces become paperless and 

boundary-less, the King framework needs to be 

made accessible on mobile and tablet devices 

 

Potential changes 

It is understood that the revisions will contain 

fewer principles and more succinct, specific practice 

recommendations. The opportunity will also be 

taken to consider the latest governance 

developments since the publication of King III.   

Professor Mervyn King, SC, Chairman of the King 

Committee indicated that "Corporate governance 

is a journey, not a destination, so it’s absolutely 

right that as we consider enhancement regarding 

implementation that we take new developments 

here and internationally into account.”  

The IoDSA has also indicated that some of the 

additional issues which the revision will consider 

will include remuneration and integrated reporting, 

along with better alignment with changing 

international thinking on responsible investing and 

with the Code for Responsible Investing in South 

Africa (CRISA). 

http://www.iodsa.co.za/news/175832/IoDSA-sets-wheels-in-motion-for-update-of-King-III.htm
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Next steps 

The timeline for finalisation of the revision is not 

yet confirmed but it is expected that it will be 

completed by early-2016 at the earliest.   

The IoDSA has indicated that companies should 

continue to use King III in its current form until 

then. 

US: Changes to the OCC in its 
supervision of large banks 
 

Introduction 

In May the Office of the Comptroller of the 

Currency (OCC) announced plans to revamp its 

methodology to supervise large banks. The new 

oversight plan aims to implement a streamlined 

approach to its on-site supervision of large banks.  

The OCC confirmed its agreement with the 

recommendations of an independent audit which 

recommended that the large bank resident 

examiner program should be scaled back and 

resources re-allocated to expand its team of lead 

experts and risk specialists.  The OCC intends to 

increase its team of lead experts and risk specialist 

from 21 to 100 once fully staffed, drawing on 

existing teams of examiners working with large 

banks and from other OCC policy units.  The group 

will include teams that may conduct horizontal 

exams to scrutinise trends or risks across the top 

tier of banks.  

Agency officials must now implement the changes 

while minimising the effect of inevitable trade-offs.  

While removing examiners from institutions may 

help the agency address an underlying concern 

about objectivity, the action may also deprive the 

regulators of the chance to hone their expertise at a 

particular institution. 

The agency has also indicated that it plans to begin 

rotating all examiners (not just the examiners in 

charge) to new institutions every five years in cities 

where there are multiple large banks. Since the 

financial crisis, agency officials have pushed back 

against the idea the OCC has not been an aggressive 

regulator, noting many of the worst mortgage 

lending took place outside of the institutions it 

regulates. 

http://www.occ.gov/news-issuances/bulletins/2014/bulletin-2014-1a.pdf
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‘Watch list’ of other developments  

 

In this section we summarise other regulatory developments around the world, both new and previously 

reported – the latter where no substantive action or change has occurred since the last regulatory briefing in 

April 2014. 
 

What else is happening in the the EU 

  

 EU: public consultation on equivalence of 

third country regimes regarding country 

by country reporting, Page 21.  

 

EC: proposals on the disclosure of non-

financial and diversity information, Page 21. 

 

EC: Proposal for a Regulation on structural 

measures improving the resilience of EU 

credit institutions, Page 22. 

 UK: Competition & Markets Authority 

(CMA) Statutory audit market inquiry: future 

release of draft Orders, Page 23. 

 

UK: FRC consultation on the Corporate 

Governance Code (including risk and going 

concern), Page 24.  

 

What else is happening in other countries 

  

 Global: Auditor reporting:  

IAASB Exposure Draft (ED) - Reporting on 

Audited Financial Statements: proposed new 

and revised International Standards on 

Auditing (ISAs) and, 

US: PCAOB proposals for revision of the 

auditor’s reporting model and changes to 

PCAOB standards, (Docket 34), Page 24. 

 OECD - review of Corporate Governance, 

principles and guidance, Page 26. 

 Global: IAASB proposals for enhancements 

to Auditing Standards focussed on financial 

statement disclosures, Page 27.  

 

Global: IESBA: consideration of long 

association and rotation, Page 28.  

 

Global: IESBA: ED on approaches to non-

compliance with laws and regulations 

(formerly responding to illegal acts), Page 29. 

 Brazil: introduction of mandatory firm 

rotation for insurance companies, Page 29. 

 

Dubai: Dubai Financial Services 

Authority review of the auditor regime, 

Page 30. 

 Ecuador: Extension of mandatory audit 

firm rotation to listed companies, Page 31. 

 
Hong Kong: Financial Services and 

Treasury Bureau (“FSTB”) of the Government 

of Hong Kong Special Administrative Region 

to consult the public on the reform proposals 

to improve the regulatory regime for listed 

entity auditors, Page 31.  

 
India: notification of release of rules 

regarding implementation of the requirement 

of the 2013 Companies Act, Page 32. 

 
US/China: dispute between securities 

regulators over access to working papers, 

Page 33. 

 

Russia: proposals to the State Duma for the 

introduction of restrictions on audits of state 

owned enterprises by foreign firms, Page 34. 
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What else is happening in the EU 

 

EU consultation on equivalence of 
third country regimes regarding 
country by country reporting 
 
Introduction 

On 26 June 2013, a new obligation for listed and 

large non-listed extractive and logging companies 

to report all material payments to governments was 

introduced in the Accounting Directive.  Payments 

should be broken down by country and by project. 

The following types of payments should be 

reported: 

 Production entitlements 

 Taxes levied on the income, production or 

profits of companies 

 Royalties 

 Dividends 

 Signature, discovery and production bonuses 

 Licence fees, rental fees, entry fees and other 

considerations for licences and/or concessions 

 Payments for infrastructure improvements 

 

The new disclosure requirements aim to improve 

the transparency of payments made to governments 

all over the world by the extractive and logging 

industries. Such disclosures will provide civil 

society in resource-rich countries with the 

information needed to hold governments to account 

for any income made through the exploitation of 

natural resources, and also to promote the adoption 

of the Extractive Industries Transparency Initiative 

(EITI) by those countries. The information 

disclosed on payments to governments will be 

publicly available to all stakeholders either through 

the stock market information repository or the 

business registry in the country of incorporation. 

The Accounting Directive includes provisions for 

an equivalence procedure, to be implemented by 

the EC vis-á-vis third country with equivalent 

reporting requirements.  The provisions would 

allow EU companies to choose whether to prepare 

reports on payments to governments either in 

compliance with the laws of a relevant Member 

State, or in accordance with an equivalent third 

country reporting requirement, provided that the 

report is published in the EU. 

The Directive includes a list of equivalence criteria: 

 Target undertakings 

 Target recipients of payments  

 Payments captured  

 Attribution of payments captured  

 Breakdown of payments captured  

 Triggers for reporting on a consolidated basis  

 Reporting medium 

 Frequency of reporting  

 Anti-evasion measures 

 

Current position 

The EC launched a public consultation on 25 June 

2014, to ascertain the views of stakeholders on the 

equivalence mechanism, and in particular on the 

criteria, considering as well future equivalence 

decisions.  Contributions should be made online by 

10 October 2014. 

EC - Proposal for Disclosure of non-
financial and diversity information 
 
Introduction 

In April 2014, the EP adopted the agreement with 

the Council on the EC proposal to amend the 

Accounting Directive to improve transparency of 

large listed and unlisted companies on social and 

environmental matters. Companies concerned will 

need to disclose information on policies, risks and 

results as regards environmental matters, social 

and employee-related aspects, human rights, anti-

corruption and bribery, on a comply-or-explain 

basis. Disclosures could be provided at a group level 

rather than the individual company level. If 

complying, large listed companies also have to 

http://ec.europa.eu/internal_market/consultations/2014/extractive-forestry/index_en.htm
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disclose their diversity policy in their corporate 

governance statement. On a report to be delivered 

in 2018 by the Commission, it will have to be 

considered the possibility of introducing an 

obligation requiring large undertakings to produce, 

on an annual basis, a country-by-country report for 

each member state and third country in which they 

operate, containing information on profits made, 

taxes paid on profits and public subsidies received. 

The report will take into account developments to 

increase transparency in financial reporting carried 

out at international level. 

Current position 

In April 2014 the EP adopted the directive which 

will enter into force once adopted by the Council 

and published in the EU Official Journal. 

EC - Proposal for a Regulation on 
structural measures improving the 
resilience of EU credit institutions 
 
Introduction 

The EC suggested parameters for restructuring EU 

banks in its proposed regulation on structural 

measures improving the resilience of EU credit 

institutions, published on 29 January 2014. The 

EC’s proposal follows the October 2012 Liikanen 

report which put forward various options for 

restricting the EU banking sector. 

For certain large banks, the EC proposed: 

Banning proprietary trading in financial 

instruments and commodities 

Granting powers to national supervisors to 

require the transfer of high-risk trading activities 

(e.g. market making, complex derivatives, and 

securitisation) into separate legal entities within a 

group 

 
The Regulation includes measures to improve 

transparency and disclosure in three main areas: 

Competent authorities – an obligation to 

collect additional data on the use of SFTs.  This 

should be stored centrally and easily and directly 

accessible to relevant authorities (e.g. ESMA, 

ESRB, ESCB) to allow identification and 

monitoring of financial stability risks entailed by 

shadow banking activities of regulated and non-

regulated entities 

Fund managers to their investors: a 

requirement to include detailed information on 

the risks associated with the use of SFTs and 

other financing structures and any recourse they 

have to these techniques in regular reporting 

intervals.  The existing periodical reports that 

UCITS management or investment companies 

and AIF managers have to produce will be 

supplemented by this additional information on 

the use of such structures 

Financial intermediaries to their clients: a 

requirement to provide sufficient information 

regarding re-hypothecation of assets (any re-

hypothecation should therefore occur only with 

the express knowledge of inherent risks and prior 

consent of the providing counterparty in a 

contractual agreement and should be 

appropriately reflected in the securities 

accounts).Rules are also proposed on the 

economic, legal, governance, and operational 

links between the separated trading entity and the 

rest of the bank group 

 

The requirements would apply to the 14 European 

global systemically important banks (G-SIBs) and 

any EU banks with €30 billion in total assets and 

trading activity that totals €70 billion or represents 

10% of total assets. The EC estimates that only 

some 30 banks would be affected, representing 

approximately 65% of total banking assets in the 

EU.  The EC requirements reflect other 

international attempts at restructuring universal 

banks, including the Volcker rule in the US and the 

UK Banking Reform Act. 

Next steps 

The proposal will now be considered by the Council 

and EP. The EC anticipates that the final text will 

not be adopted before June 2015.  The EC want the 

proprietary trading ban to apply from 1 January 

2017 and the effective separation of other trading 

activities from 1 July 2018. 

http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=EN&reference=P7-TA-2014-0368#BKMD-69
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2014:0043:FIN:EN:PDF
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UK – Competition & Markets 
Authority (CMA) Investigation of the 
UK audit market 
 

Introduction 

In its final report, the Competition Commission 

(“CC”) acknowledged the uncertainty over audit 

reform legislation in Europe, noting that it had not 

sought to design its remedies around the draft EU 

proposals, but that should the final EU position 

prove to be irreconcilable with the CC remedies 

then the CC had the power to amend its 

conclusions. 

CC Recommendations 

The main measures the CC proposed were: 

FTSE 350 companies must put their 

statutory audit engagement out to tender 

at least every ten years. This differs from 

guidance introduced by the FRC in 2012, which 

encouraged companies to go to tender every 10 

years on a ‘comply or explain’ basis 

The FRC’s Audit Quality Review (AQR) team 

should review every audit engagement in 

the FTSE 350 on average every five years. 

The AC should report to shareholders on the 

findings of any AQR report concluded on the 

company’s audit engagement during the 

reporting period 

A prohibition of ‘Big-4-only’ clauses in loan 

agreements (i.e. clauses that limit the choice of 

auditor to a preselected list or category) 

There must be a shareholders’ vote at the 

AGM on whether AC Reports in company annual 

reports are satisfactory 

Measures to strengthen the 

accountability of the external auditor to 

the AC and reduce the influence of management, 

including a stipulation that only the AC is 

permitted to negotiate audit fees and influence 

the scope of audit work, initiate tender 

processes, make recommendations for 

appointment of auditors and authorize the 

external audit firm to carry out non-audit 

services 

The FRC should amend its articles of 

association to include an object to have due 

regard to competition 

 

Next Steps 

We understand that the Competition and Markets 

Authority (CMA, the successor organisation to the 

CC) is considering a change to its previously 

proposed transition arrangements designed to 

align more closely with the EU proposals. This has 

the potential to simplify matters for our clients as 

the CMA will require them to tender at the same 

point as the EU Regulation requires them to 

rotate.  

The FRC has decided to retain its own 10 year 

tendering regime until 2016.  This decision in turn 

should allow the CMA more time to consider next 

steps.  The FRC has also announced that it will 

consult on the recommendation regarding audit 

committees reporting to shareholders on the 

findings of the FRC’s Audit Quality Review, 

including issues regarding the consistency in the 

presentation of such reporting and the need to 

reduce the risk that users could misinterpret it. 

The CMA has issued an indicative amended 

timetable in light of the outcome of the EU audit 

reform legislation as follows: 

Phase Action 

Q2/Q3 

2014 

Second informal consultation with 

key parties and 30-day formal public 

consultation on text of draft Orders 

Q3 2014 Finalize and make Orders 

Q4 2014 Anticipated commencement date 

 
It is currently expected that the CMA will release 

its draft Orders for public consultation by the end 

of July 2014. 

PwC views 

We believe there are two areas of complexity which 

remain to be resolved: 

We believe that the CMA is considering adopting 

a flawed interpretation of the EU’s transition 

http://www.competition-commission.org.uk/assets/competitioncommission/docs/2011/statutory-audit-services/140117_revised_administrative_timetable_for_remedy_implementation.pdf
http://www.competition-commission.org.uk/assets/competitioncommission/docs/2011/statutory-audit-services/140117_revised_administrative_timetable_for_remedy_implementation.pdf
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arrangements for those companies where the 

auditor has been incumbent for fewer than 11 

years.  The CMA’s interpretation would require 

these companies to tender their auditors sooner 

than companies with a longer-serving incumbent 

auditor 

The CMA is also considering proposing that 

companies who are newly listed and enter the 

FTSE 350 should be subject to the 10 year 

tendering regime with immediate, and 

retrospective, effect.  This differs from the EU and 

we believe it is unduly onerous 

 

UK - FRC consultation on the 
Corporate Governance Code 
(including risk and going concern) 
 
Introduction and Current position 

In April the FRC issued a consultation on 

proposed revisions to the UK Corporate 

Governance Code.  This included latest proposals 

on risk management, internal control and going-

concern (previously the Sharman proposals) along 

with recommendations on executive remuneration 

and the extent to which use can be made of 

websites versus the annual report for governance 

disclosures.  This was a follow-up to previous 

consultations in November 2013.  The 

consultation closed on 27 June. 

From interaction with the corporate community, 

we know that some aspects of the latest proposals 

are proving controversial, in particular: 

 The proposal to have two different assessments 

of the future prospects of a company: the 

traditional going concern assessment for 

accounting purposes; and a “viability” 

assessment based on the directors’ longer term 

view of risks and the sustainability of the 

business model  

 For the longer term “viability” assessment, the 

proposal that directors should explain how the 

assessment has been performed, over what 

period, and why that period was chosen   

 

PwC views 

Our response supported the FRC’s intention of 

encouraging a greater focus on risk and reporting of 

risk, but emphasised that the FRC needs to 

communicate better its vision of a “step change” 

and what directors are expected to do differently. In 

relation to the “viability” assessment, we supported 

companies explaining how the directors have 

assessed the company's prospects and suggested 

that this explanation should be based on the 

existing strategic planning process of the company.  

We did not support the inclusion of a conclusive 

statement on ongoing viability as we felt it could 

not be clearly distinguished from the existing going 

concern confirmation. 

Next steps 

The FRC is now assessing responses to the 

consultation.  It is still anticipated that the FRC will 

issue final guidance in Q3 2014 and that the new 

Code requirements will be effective for accounting 

periods beginning on or after 1 October 2014.   

What is happening in other countries 

 

Global - Auditor reporting 
 

Introduction 

Both the International Auditing and Assurance 

Standards Board (IAASB) and the US Public 

Company Accounting Oversight Board (PCAOB) 

have consulted on proposed new standards defining 

what the auditor reporting model of the future may 

look like. The new EU audit legislation introduces 

similar reporting requirements for audit reports of 

PIE across the EU as well. 

Comparison of proposals 

Both Boards propose to make auditor’s reports 

more informative by enhancing the current 

reporting model that focuses on the auditor’s 

‘pass/fail’ opinion with further insight into the 

audit. 

https://www.frc.org.uk/News-and-Events/FRC-Press/Press/2014/April/Consultation-on-the-UK-Corporate-Governance-Code-p.aspx
http://www.ifac.org/publications-resources/reporting-audited-financial-statements-proposed-new-and-revised-international
http://www.ifac.org/publications-resources/reporting-audited-financial-statements-proposed-new-and-revised-international
http://pcaobus.org/Rules/Rulemaking/Pages/Docket034.aspx
http://pcaobus.org/Rules/Rulemaking/Pages/Docket034.aspx
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Key proposals 

A new section providing insight into Key Audit 

Matters (IAASB) or Critical Audit Matters 

(PCAOB) by describing those matters that were 

of most significance in the audit or involved the 

most difficulty. The EU legislation includes a 

similar requirement for PIEs 

Enhanced descriptions of respective 

responsibilities regarding going concern, with 

increased focus on the adequacy of disclosures 

regarding management’s judgements, 

particularly in ‘close call’ situations (IAASB). The 

IAASB and EU legislation continue to include a 

requirement for the auditor to provide a 

statement on any going concern material 

uncertainties.  The PCAOB has a separate project 

on this issue 

A conclusion on the outcome of the 

auditor’s consideration of the other 

information contained in a Company’s annual 

report. Both IAASB and PCAOB are proposing 

revisions to the auditor’s responsibilities in this 

regard as part of the financial statement audit 

that go beyond what is required today. A broader 

perspective is apparent in the required 

conclusions in the EU requirements as well.  Our 

response to the IAASB’s re-exposure draft 

commends the IAASB for listening to the 

significant concerns on the clarity and 

workability of the original proposals.  The revised 

proposals are much improved but some 

refinement of the concepts remains necessary, in 

our view, to set reasonable expectations given the 

breadth of scope of matters in other information 

A statement regarding the auditor’s 

independence (IAASB and PCAOB). In the EU, 

in addition to confirming in audit reports of PIEs 

its independence the auditor will also be required 

to disclose any NAS provided if not otherwise 

disclosed elsewhere 

Enhancements to existing standard language 

describing the audit and the auditor’s 

responsibilities (IAASB and PCAOB) 

Disclosure of the year the auditor began 

serving consecutively as the company’s auditor 

(PCAOB and EU) 

Current position 

Both the IAASB and the PCAOB are analysing the 

responses received. Field testing on both sets of 

proposals has been carried out by PwC and the 

other accounting networks to help provide ‘real 

operational’ insights into the cost, benefits and 

challenges of the proposals, and these are also 

being considered by the ISSAB and the PCAOB. 

The EU requirements set out in the audit reform 

legislation will be applicable from 17 June 2016.  

The IAASB is aiming to finalise its standard by 

Q3/Q4 2014. The PCAOB has held an open 

meeting on its proposals in April 2014, and the 

Board anticipates issuing a revised proposal in Q4. 

PwC view 

The debates on auditor reporting have now moved 

beyond the merits of changing the model, to the 

shape of what the audit reports will become.  

In many respects, there is remarkable consistency 

between the models of the various regulators and 

standard setters. That is good news as substantively 

different models would be confusing to global 

capital markets. All of them envisage a more 

bespoke and informative auditor’s report that will 

supplement the binary “pass/fail” audit opinion 

with greater insight about the audit and key areas of 

focus in it. 

There remain mixed views on the merits of the 

changes. Perhaps not surprisingly, the greatest 

support for change is found in jurisdictions that 

were hit the hardest in the financial crisis, whilst 

those less affected – such as Australia and Canada 

– are less convinced of the need for change. 

The introduction of Key Audit Matters (IAASB) and 

Critical Audit Matters (PCAOB) is seen as the most 

valuable to users, increasing the information value 

of the auditor’s report. Deciding which matters to 

highlight and what the auditor should say are 

critical to getting the model right. 

It is likely that the most valuable change for 

shareholders and investors is insight into how the 

audit addressed matters that are material to the 

financial statements – the most significant financial 

statement areas involving complex estimates and 
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significant management judgement. Many 

recognise, however, that it is important to avoid 

reporting matters that risk unintended 

consequences and that breach the principle that the 

auditor’s report should not be the original source of 

information about the entity – a concern that many 

preparers have expressed. 

Global - OECD - 2014 Review of 
corporate governance  
 

Introduction 

The OECD has launched two reviews of 

arrangements regarding corporate governance 

guidance and best practice: 

 OECD Principles of Corporate Governance 

 OECD Guidelines on Corporate Governance of 

State-Owned Enterprises 

 

The OECD Principles of Corporate 

Governance (The Principles) 

Introduction 

The Principles were first released by the OECD in 

1999 and last revised in 2004.  The OECD has now 

launched a new review which we understand is 

expected to be completed within 12 months. 

Background 

The OECD Principles are one of the 12 key 

standards used by the Financial Stability Board 

(FSB).  They are also used by the World Bank 

Group in their ‘Report on the Observance of 

Standards and Codes’ to underpin the section 

regarding corporate governance. 

The OECD has indicated that the: 

Rationale for the review is to “ensure the 

continuing high quality, relevance and usefulness 

of the Principles taking into account recent 

developments in the corporate sector and capital 

markets” 

Expected outcome is to provide policy makers, 

regulators and other rule-making bodies with a 

sound benchmark for establishing an effective 

corporate governance framework 

As indicated, the Principles are a global standard 

adopted by the Financial Stability Board (FSB) and 

all FSB member jurisdictions have been invited to 

participate in the review. 

Current position 

The OECD has indicated that the basis for the 

review is the 2004 version of the Principles, 

including acceptance of the foundations of a well-

functioning corporate governance system, including 

a high level of transparency, accountability, board 

oversight, and respect for the rights of shareholders 

and role of key stakeholders. The objective is that 

“these core values should be maintained and, as 

appropriate, be strengthened to reflect experiences 

since 2004”. 

The review will include consultations with key 

stakeholder groups, including the business sector, 

investors, national and international professional 

groups, trade unions, civil society organisations and 

other international standards setting bodies. 

We understand that the following aspects have 

been addressed by the OECD Secretariat and are 

being considered by a multi-lateral OECD 

Corporate Governance Committee prior to a public 

comment process: 

 Promoting board effectiveness  

 Enhancing regulatory efficacy 

 Referencing existent international 

standards in the Principles  

 Allowing for scalability  

 Consideration of committees: including 

those pertaining to risk, audit and nominating 

committees (where relevant) 

 

It is also understood that other aspects are being 

considered by business, trade union and other 

representative bodies to the OECD, including those 

pertaining to tax policy, political contributions, and 

human rights. 

PwC views 

We believe that the revised Principles should reflect 

the acceptance and adoption of audit committees as 

http://www.oecd.org/corporate/2014-review-oecd-corporate-governance-principles.htm
http://www.worldbank.org/ifa/rosc.html
http://www.worldbank.org/ifa/rosc.html
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a global leading practice for good corporate 

governance and identify key features of an effective 

audit committee, including: 

Board establish audit committees 

Baseline responsibilities for an audit 

committee include overseeing financial reporting, 

internal controls and the external auditor 

Audit committees have at least one member 

with financial expertise and the other 

members and the Board more broadly should be 

financially literate 

Audit Committees act independently of 

management in fulfilling their duties 

Transparency to shareholders on the audit 

committee’s responsibilities and how they are 

discharged 

The audit committee’s delegated duties are 

clearly articulated and the Board as a whole 

retains plenary responsibility 

 

We also believe that any changes to the Principles 

should reflect the evolution of auditor 

independence safeguards (since the last revision of 

the Principles in 2004), for example the wider 

adoption of the IESBA Code of Ethics as well as the 

strengthened role of audit committee oversight of 

auditor independence. 

Finally, we believe the OECD should give 

consideration to encouraging jurisdictions to 

establish an independent audit regulator, 

consistent with the principles of IFIAR. 

The OECD Guidelines on Corporate 

Governance of State-Owned Enterprises 

(The Guidelines) 

Introduction 

The Guidelines were adopted in 2005 as an 

internationally-agreed standard on how 

governments should exercise ownership of State-

owned Enterprises (SOEs).  

Next steps 

The OECD has announced that the Guidelines will 

be reviewed and revised during 2014 with the aim 

of recognising and responding to: 

 Accounting developments since their adoption 

 The experiences of countries that have 

implemented the recommendations 

 
The OECD has indicated that the revision process 

will be overseen by their Corporate Governance 

Committee's Working Party on State Ownership 

and Privatisation Practices (the Working Party).  

We understand it will involve extensive 

consultations with business and labour 

representatives, civil society and representatives of 

OECD's partner countries.  

The table below outlines the timeline and 

milestones for the revision process: 

 14 Feb First stakeholder consultation to solicit 

advance input on the revision of the 

Guidelines 

2-3 

April 

Meeting of the Working Party to discuss 

proposed first revised draft 

May Second draft posted online for 

comments 

8 Sept                       Second stakeholder consultation to 

engage in a final discussion of the draft 

22-23 

Oct   

Meeting of the Working Party to discuss 

and agree on a revised version of the 

SOE Guidelines 

5-6 

Nov 

Revised Guidelines submitted to the 

OECD Corporate Governance 

Committee for approval 

 

Global - IAASB Proposals regarding 
enhancements to Auditing Standards 
Focused on Financial Statement 
Disclosures 
 

Introduction 

In June 2014 IAASB released for public comment 

proposed changes to the International Standards 

on Auditing (ISAs) to clarify expectations of 

auditors when auditing financial statement 

disclosures.  Comments are requested by 

September 11, 2014. 

http://www.ifac.org/news-events/2014-05/iaasb-proposes-enhancements-auditing-standards-focused-financial-statement-discl
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Proposals 

The proposals include new guidance on 

considerations relevant to disclosures—from when 

the auditor plans the audit and assesses the risks of 

material misstatement, to when the auditor 

evaluates misstatements and forms an opinion on 

the financial statements. 

Key proposals include: 

Clarifying the meaning of the term "financial 

statements" to include all disclosures subject to 

audit, noting such disclosures may be found on 

the face of financial statements, included in 

related notes, and where permitted by the 

financial reporting framework, incorporated by 

cross-reference 

New application material to assist in  establishing 

an appropriate focus on disclosures in the 

audit, and to bring forward consideration of 

disclosure to earlier in the audit process 

Enhancements to encourage a more robust risk 

assessment around disclosures, e.g. 

considering assertions for related disclosures 

when considering classes of transactions, events 

and account balances, considerations about the 

source of information for disclosures, and 

clarifying the nature of potential misstatements in 

disclosures (including non-quantitative 

disclosures) 

New application material to clarify and explain 

the expectations of an auditor when 

evaluating misstatements and forming an 

opinion.  Regarding misstatements, auditors 

should highlight the types that might be 

identified, provide an explanation of the need for 

such misstatements to be accumulated, provision 

of examples that may impact the 

‘understandability’ of the financial statements, 

and how such disclosures impact the evaluation of 

the presentation of the financial statements 

 

The IAASB’s work was informed by the feedback to 

its 2011 Discussion Paper, ‘The Evolving Nature of 

Financial Reporting: Disclosure and Its Audit 

Implications’. The IAASB also benefited from 

liaison and outreach with stakeholders, including 

accounting standard setters.  The IAASB 

acknowledged that many of the issues around 

disclosures cannot be solved by the IAASB alone, 

and that collaboration and cooperation between 

many interested stakeholders is necessary to 

further enhance the public’s confidence in financial 

statement disclosures. 

Next steps 

Responses to the consultation should be submitted 

to the IAASB by 11 September 2014. 

The UK Financial Reporting Council (FRC) has 

requested comments from interested parties on the 

IAASB Exposure Draft.  The FRC’s equivalent ISAs 

(UK and Ireland) are largely developed from the 

ISAs published by the IAASB.  Comments are 

invited by the FRC until 4 August 2014. 

Global - IESBA - long association of 
personnel & rotation provisions in the 
Code of Ethics 
 

Introduction 

IESBA has been reviewing the long association 

provisions (Section 290) in the Code of Ethics for 

Professional Accountants (the Code) to ensure they 

continue to provide robust and appropriate 

safeguards against familiarity and self-interest 

threats arising from long association with an audit 

client.  The Code provides specific requirements for 

audit clients that are PIEs, including a seven-year 

on / two-year off rotation requirement for key audit 

partners (KAPS).  IESBA believes the current 

safeguards balance the need for a fresh look on the 

audit with the need for continuity of knowledge of 

the client's business and the risks inherent in that 

business to maintain quality. 

Current position 

Following discussions at recent meetings, IESBA 

approved an Exposure Draft of proposed changes to 

the provisions in the Code at its July 2014 meeting.  

This will include significant enhancements to the 

general provisions in the Code, to strengthen the 

analysis of threats created by long association and 

the use of safeguards to address such threats (which 

apply to all audit clients including PIEs).  

http://www.ifac.org/sites/default/files/publications/exposure-drafts/IAASB-Disclosures_Discussion_Paper.pdf
http://www.ifac.org/sites/default/files/publications/exposure-drafts/IAASB-Disclosures_Discussion_Paper.pdf
http://www.ifac.org/sites/default/files/publications/exposure-drafts/IAASB-Disclosures_Discussion_Paper.pdf
http://www.ifac.org/ethics/projects/long-association-senior-personnel-including-partner-rotation-audit-client
http://www.ifac.org/ethics/projects/long-association-senior-personnel-including-partner-rotation-audit-client
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Further, we understand that the proposals will 

include: 

If the facts and circumstances are such that 

rotation of an individual is a necessary safeguard 

(even when not mandated) then a cooling off 

period should apply. 

Regarding PIEs and KAPs there should be: 

 No change to those subject to rotation 

(KAPs) 

 No change to the 7 years term 

 An increase in the cooling off period for the 

engagement partner on the audit of PIES 

for five years 

 Further restrictions on the roles and 

responsibilities that could be undertaken in 

the cooling off period to ensure there is no 

influence on the outcome of the audit (e.g. no 

client relationship role, restriction on 

providing other services, limited contact with 

the audit team, etc.) 

 

Next steps 

It is expected that the ED will be issued in August 

2014, with a 90 day comment period. 

Global - IESBA Exposure Draft (ED) - 

Non-compliance with laws and 
regulations (NOCLAR) 
 

Introduction 

In 2012 IESBA issued an ED (‘Responding to a 

Suspected Illegal Act’) outlining proposals for 

amendments to the Code.  Respondents were highly 

critical of the proposals which have been 

substantially revised and renamed as NOCLAR 

(Non-compliance with laws and regulations).  

Current position 

The Board has discussed revised proposals that 

would require a professional accountant (PA) 

performing a professional service when becoming 

aware of information concerning potential non-

compliance with laws and regulations by the client 

and the matter is other than clearly inconsequential 

to: 

Seek to obtain an understanding of the matter 

Thereafter, if the matter could have significant 

consequences for the client or others, discuss with 

the client the actions the client, its management 

or those charged with governance plan to take to 

address it, including whether they plan to 

disclose it to an appropriate authority 

Then, the PA should evaluate whether the client, 

its management or those charged with 

governance have appropriately addressed 

it 

If not and depending on the “gravity” of the 

matter to then “consider” whether reporting to 

an appropriate authority is appropriate in 

the circumstances. (This relates to requirements 

to act in the public interest as set out in the Code 

 

Next steps 

The Board has recently held three roundtables in 

the Americas, Asia and Europe to obtain input on 

its current thinking and is expected to consider that 

input at its October meeting. A revised ED may be 

expected in early 2015.    

PwC views 

PwC is keen to be actively involved in the debate 

and has participated in all the roundtables with a 

view to helping the Board develop an appropriate, 

yet practical, set of revised proposals that meet the 

needs of stakeholders.  A key area of our focus will 

be whether the proposals are practicable in light of 

legal impediments and protections in different 

jurisdictions and to ensure consistency with audit 

standards especially ISAs 240 and 250.  

Brazil - introduction of mandatory 
firm rotation for insurance companies 
 

Introduction 

At a meeting at the beginning of June the Conselho 

Nacional de Seguros Privados (National Council of 

Private Insurance) (CNSP) approved the 

introduction of mandatory audit firm rotation for 

insurance companies from 2020.  Rotation will be 

required every five years with a cooling off period of 

three years. 

http://www.ifac.org/publications-resources/responding-suspected-illegal-act
http://www.ifac.org/ethics/projects/responding-non-compliance-laws-and-regulations
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PwC views 

The accounting profession is opposed to this 

measure.  Initial consideration was given to 

introducing rotation for work performed in 

actuarial audits required by insurance regulators. 

The measure has been introduced without 

discussions with the insurance market or the 

accounting profession. Following expressions of 

concerns regarding quality by the Ministry of 

Finance agreement was reached to introduce MFR 

for firms performing actuarial audits.  This measure 

was then arbitrarily extended by the CNSP to cover 

accounting and audit firms.  Discussions are 

underway to review the situation. 

Dubai - review of the auditor regime 
 

Introduction 

The Dubai Financial Services Authority (DFSA) 

issued proposals to enhance its current regulatory 

regime applicable to auditors of Authorised Firms 

(AFs), Authorised Market Institutions (AMIs), 

Public Listed Companies (PLCs) and Domestic 

Funds (DFs), with the aim of: 

Refining the current auditor regime based 

on operational experience gained over the past 

five years 

Aligning the auditor regime with international 

best practice 

 

The DFSAs review primarily focused on assurance 

services provided by auditors performing a review 

of a client’s financial statements, compliance with 

relevant DFSA requirements, and providing an 

audit opinion/report on these items.  It also 

considered non-assurance activities (NAAs) where 

such provision would create a conflict of interest 

with the audit.  NAAs included, for example, the 

preparation of accounting records and financial 

statements, valuation services, taxation services 

and internal audit services. 

Proposals 

The most significant proposals relate to: 

 Audit principals (Part 1 – adopting 

international best practice around registration 

of such principles based on those of the IESBA 

Code of Ethics). 

 Auditor independence (Part 2) including: 

Rotation of Audit Principal - Introduction 

of a Rule requiring rotation after a period no 

less than that set out in the IESBA Code where 

the client is a PLC  

Prohibiting the provision of the 

following NAAs to audit clients, as these 

services are considered to always involve 

management responsibility: (a) Compliance 

Officer; (b) Internal audit; and (c) Preparation 

of accounting records or financial statements. 

This is consistent with the IESBA Code.  The 

FDSA has stated this is not to create an ‘audit 

only’ regime for auditors 

 

 Miscellaneous requirements for auditors 

(Part 3) including: 

Suspension - amendments are proposed to 

provide clarity on permitted activities in the 

event that the registration of a Registered 

Auditor is suspended by the DFSA 

Notification of changes to registration - 

developments requiring notification would be 

grouped into three categories: (i) core 

information (e.g. the name of the Registered 

Auditor); (ii) regulatory impact (e.g. a 

Registered Auditor failing to satisfy fitness and 

propriety requirements); and (iii) those 

relating to regulators outside the Dubai 

International Financial Centre (DIFC) (e.g. 

refusal to grant an application) 

Amending registration eligibility and 

criteria – including sole practitioners as an 

acceptable legal form for Registered Auditors; 

and a requirement for applicants to be a 

Registered Auditor to have clear and 

comprehensive policies and procedures for 

compliance with their legal obligations and 

adequate means for their implementation 

Conduct of audit and preparation of 

reports – proposals include: (a) Making the 

auditor directly responsible for the conduct of 

audit and related work, and preparation of 

http://dfsa.complinet.com/net_file_store/new_rulebooks/d/f/DFSA_CP91.pdf
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relevant reports (formalising an existing 

implicit obligation). Auditor’s Reports 

(depending on the nature of the client) covered 

include those relating to: Financial 

Statements; Regulatory Returns; Client 

Money; Insurance Monies; Safe Custody; 

Funds; and Public Listed Company; and (b) 

Auditors should include the name of the Audit 

Principal (or if not a Registered Auditor, the 

name of the relevant individual) responsible 

for the work conducted on each report 

provided to the client 

Other measures – including improvements 

in reporting - to bring the regime in line with 

commonly adopted international practice: 

Professional indemnity insurance (PII) and in 

the Annual Information Return; clarification 

of the term ‘Working Papers’; and introduction 

of a requirement to produce ‘Practice Notes’. 

 

 Auditor fees (Part 4) – the proposals would 

not change the current structure of Application 

fees but would change periodic fees from a flat 

to a variable rate, dependent on the number of 

audits conducted under the DFSA regime. 

 Specific requirements applicable to AFs, 

AMIs, PLCs and DFs (Part 5), including 

proposals for the introduction of: 

Financial reporting standards – a 

reduced set of financial reporting standards for 

certain firms (chiefly smaller entities) to use 

when preparing their financial statements 

Conduct of the audit and reporting – 

elaboration of the relevant standards 

appropriate to each return and introduction of 

a differentiated approach to requirements for 

Domestic Firms and Branches, regarding the 

Financial Statement Auditor’s Report and 

Regulatory Return Auditor’s Report 

Notification of changes to registration – 

a ‘Change of Registered Auditor’ form 

Approval of Financial Statements by 

Directors or Partners – a rule requiring at 

least one Director or Partner (as appropriate) 

to sign an AF’s financial statements on behalf 

of all Directors or Partners 

Financial Year End – defining financial 

years for AFs, via a Rule the FDSA’s practice of 

permitting designation of the first financial 

year for a period of up to 18 months 

Disclosure of financial statements – 

removal of the requirement to disclose, on 

request, financial statements, for some entities 

that do not hold client assets or insurance 

monies 

 

Next steps 

The DFSA is considering further refinements to 

their proposals which will form suggested changes 

to the Regulatory Law 2004 (Regulatory Law) and 

the Collective Investment Law 2010 (CI Law) for 

approval by the Emir.  If approved, relevant 

changes will be made to the DFSA's Rulebook, 

which will be notified on the Authority’s website. 

Ecuador: Extension of mandatory 
audit firm rotation to listed companies 
 

Introduction 

Historically Ecuador has imposed 5 year rotation 

for financial institutions and 6 years rotation for 

insurance companies.  From 2014 it has now been 

instituted on a 3 year basis for all listed companies. 

Current position 

The proposals were introduced a year ago but were 

recently improved and the change introduced very 

quickly.  New transition rules and details of cooling 

off/in periods are awaited from the Ministry of 

Finance. 

Hong Kong – proposals for a listed 
company auditor regulatory 
framework 
 

Introduction 

On 8 October 2013 the Hong Kong Institute of 

Certified Public Accountants (HKICPA)  released its 

"Information Paper and Request for Comment" 

regarding the regulatory framework for listed 

company audits in Hong Kong, following extensive 

discussion with the Government and the Financial 

Reporting Council.  The proposed framework would 

http://www.hkicpa.org.hk/en/communications/regulatory-framework
http://www.hkicpa.org.hk/file/media/section8_communications/regulatory-framework/ip-regulatory-framework.pdf
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establish new arrangements for independent 

oversight of auditor registration, inspection, 

investigation, discipline, continuing professional 

development and standards setting where needed. 

The aim of the reform was to establish an 

independent body to exercise oversight over or 

assume direct responsibility for certain auditor 

regulation functions so that the Hong Kong system 

meets international benchmarks.  The HKICPA 

fully supported the introduction of the proposed 

model on the basis that meeting internationally 

recognised criteria as this would enhance the 

standing and reputation of Hong Kong as an 

international capital market. 

The Institute obtained views from its members 

before working with the Government to draft 

proposed legislative changes for the current public 

consultation.  The responses indicated strong 

support for reform and the overall concept of the 

framework, but also highlighted a need to address 

practical details as part of the next stage. 

In June the Financial Services and the Treasury 

Bureau issued a consultation on revised proposals, 

with responses due by 19 September 2014. 

The Proposals 

The proposals set out the Government’s views on 

measures to enhance the independence of the 

existing regulatory regime for listed entity auditors 

from the audit profession, with a view to ensuring 

that the regime is benchmarked against 

international standards and continues to be 

appropriate in the local context. 

In summary, under the Government’s proposals: 

HKICPA, as the relevant professional body 

will perform the statutory functions of 

registration, setting of CPD requirements and 

setting of standards on professional ethics, 

auditing and assurance with respect to listed 

entity auditors, subject to oversight by the 

independent auditor oversight body (i.e. FRC) 

The HK FRC will be vested with the 

disciplinary and inspection functions and 

powers with regard to listed entity 

auditors, in addition to its existing investigatory 

functions and powers 

Based on the “user pays” principle and the 

principle that the auditor oversight body should 

be operationally and financially independent of 

the Government, FRC will in future be 

funded by levies coming from three sources, 

namely listed entities, securities 

transactions and listed entity auditors on 

an equal basis 

 

Next Steps 

Following analysis of consultation responses the 

Government will issue a report setting out the 

direction of the legislative proposal, which will be 

examined by the Legislative Council (LegCo) Panel 

on Financial Affairs. Almost concurrently the Panel 

will instruct the Financial Services and the Treasury 

Bureau to order the draft of a bill.  The Department 

of Justice will write the legislation, which is 

expected to consist of a major rewrite of the 

Ordinances for Professional Accountants and the 

Financial Reporting Council, and amendments to 

the Companies Ordinance.  The bill will then be 

tabled in LegCo for its first reading. The whole 

process is expected to take 18 months, with the 

legislation tabled in 2015. 

India – 2013 Companies Act 
Implementation 
 

Introduction 

The 2013 Companies Act introduced significant 

changes with provisions relating to governance; 

compliance and enforcement; disclosure norms; 

mergers and acquisition; and auditors; along with 

prohibitions on mandatory audit rotation (MFR).  

The Act is effective via implementation rules from 

April 1, 2014 - although certain provisions include 

transitional arrangements, including MFR.   

The Act also included provisions for the 

establishment of a new independent supervisory 

body – the National Financial Reporting Authority 

(NFRA) - which will be responsible for monitoring 

and ensuring compliance with accounting and 

auditing standards, including powers to probe and 

review audits of companies, including those which 

have securities listed outside India. 

http://www.fstb.gov.hk/fsb/ppr/consult/doc/consult_rpirrlea_e.pdf
http://www.mca.gov.in/Ministry/pdf/CompaniesAct2013.pdf
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Requirements 

The key requirements relating to the audit and 

auditors and which apply to all companies 

(including subsidiaries of global companies 

operating in India) include provisions covering: 

Mandatory auditor rotation: after ten years 

and an enabling provision for joint audits 

Non-audit Services (NAS): prohibition of 

certain services, with all other services subject to 

approval by the Board of Directors or the Audit 

Committee 

Auditing Standards: The Standards on 

Auditing have been given legal standing and are 

subject to notification by the new National 

Financial Reporting Authority (NFRA) and 

compliance by the auditor is now mandatory 

 

Current position 

The Ministry of Corporate Affairs (MCA) issued a 

notification of the new implementation rules at the 

beginning of April 2014.  The Indian firms are 

continuing to engage with government and other 

stakeholders to ensure a consistent understanding 

of these rules.  PwC is supportive of the 

establishment of the NFRA as an independent 

supervisory authority and is liaising with the MoF 

to assist them with ‘best practice’ examples from 

other jurisdictions. The NFRA is not expected to be 

operational before the end of 2014.   

Further clarification on issues regarding the 

implementation rules is expected throughout the 

summer of 2014.  The Ministry of Corporate Affairs 

(MCA) (now part of the Ministry of Finance (MoF)) 

has delegated responsibility to address provisions 

that are unworkable.  We would like to encourage 

stakeholders to participate in this process.  

Our recommendation would be that stakeholders 

engage with MoF to encourage them to reconsider 

provision regarding: 

MFR - exclude non PIEs at a higher threshold 

than currently provided or alternatively remove 

private companies all together 

The limit on audits per partner - the Act sets 

a limit of 20 companies (including private 

companies) per auditor/partner of a firm - either 

exclude private companies or increase the limit 

Independence - the definition of ‘relative’ is 

extensive and includes relationships such as 

siblings, step siblings and step children and their 

spouses - redefine to limit it to ‘dependents’ and 

those with a relationship which is ‘material’ to the 

audited entity 

 
The new government has recently issued a number 

of clarification and amendments to the Rules based 

on commentary from businesses and the profession 

relating to difficulties in implementation of the 

requirements of the Act, with the likelihood that the 

exemption in the previous Act for private limited 

companies will be restored.  

US/China - dispute over access to 
audit working papers by regulators 
 

Introduction 

In December 2012 the US SEC filed an 

administrative enforcement order against the China 

affiliates of the ‘Big Four’ and BDO.  The key issue 

was the conflict between restrictions under Chinese 

law on the China firms providing working 

documents to parties outside China and the SECs 

requirements for such disclosure. 

Current position 

In January, 2014, the SEC’s Administrative Law 

Judge banned the Chinese affiliates of the ‘Big 4’ 

from working for any US-listed Chinese companies 

for six months.  The ban will only come into effect if 

approved by the full Commission.  Over 100 

Chinese companies with US listings would be 

forced to hire new accounting firms in China if the 

ban is upheld. 

On 2 June a 90-day extension was approved by the 

Commissioners to allow for further discussions.  

Submissions from the accounting networks and the 

SEC are due in September and November 

respectively.  It is hoped that a settlement will be 

reached; however, this is not expected before the 

end of 2014.  In the meantime, the proposed ban 

has not come into effect. 

http://www.mca.gov.in/MinistryV2/companiesact.html
http://www.sec.gov/litigation/admin/2012/34-68335.pdf
http://www.sec.gov/litigation/admin/2012/34-68335.pdf
http://www.sec.gov/litigation/admin/2012/34-68335.pdf
http://www.sec.gov/litigation/admin/2014/34-72296.pdf
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Russia – restrictions of foreign owned 

entities auditing state owned entities 

 
Introduction 

The Central Bank proposed MFR, scope of service 

restrictions, and expanded auditor reporting for 

audits of banks.  The Ministry of Finance (MoF) 

subsequently consulted on the adoption of similar 

measures for all audits.  In March 2013, the Audit 

Council discussed the proposals with MoF, the 

Russian Union of Industrial Entrepreneurs (RUIE) 

and the Audit Chamber highlighting considerable 

opposition to the proposals. 

In November 2013 draft legislation was proposed in 

the State Duma of Russia (the lower house of the 

national Parliament) to require the mandatory 

audit of state corporations, state owned companies 

and companies where the state owns at least 25% of 

the share capital to be carried out by an audit 

organisation with no foreign entities in the charter 

capital.  At the beginning of April 2014 the State 

Duma rejected the draft law as it would have been 

detrimental to foreign investment.  

Current position 

At the beginning of June a new legislative proposal 

on foreign-owned entities, allowing the 

Government to impose restrictions was put 

forward, which appears to have support from the 

ruling party.  Discussions are underway to try and 

determine more exactly what is proposed and how 

such restrictions might be implemented. 
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Additional information 

 

PwC Points of View 
 
PwC’s views on a number of key proposals and 

major areas of debate raised by commentators and 

stakeholders, and possible alternative proposals are 

available in more detail at: 

www.pwc.com/regulatory-debate and include: 

 Independence: at the heart of who we are. 

 Mandatory firm rotation – other changes 

would be better for investors (including new 

annexes addressing issues specific to banks). 

 Auditor’s scope of services. 

 Governance and transparency of the 

audit: a critical role for the audit committee. 

 Benefits of scale: the context and the 

explanation. 

 Competition and choice in the audit 

market. 

 Effective audit committee oversight of the 

external auditor and audit: a comprehensive 

periodic review. 

PwC EU audit legislation Fact Sheets 
 
PwC has produced a series of ‘Fact Sheets’ on the 

key measures included in the legislation which are 

available at: www.pwc.com/regulatory-debate and 

include: 

 Mandatory audit firm rotation for PIEs. 

 New requirements for audit committees (or 

their equivalent) relating to their oversight of 

the performance of the audit. 

 Additional restrictions on the provision 

of non-audit services by the statutory 

auditor to their PIE audit clients. 

 New requirements regarding reporting by 

the statutory auditor. 

 The definition of Public Interest Entities 

(PIEs). 

How to participate in the debates? 
 
The sites referred to in Appendix A provide access to 

original documentation on the proposals and 

initiatives highlighted in this Briefing.  Where 

appropriate they also indicate how to register 

comment or participate in consultations.  

In respect of the EU audit reform legislation, the 

best route to input to discussions on implementation 

is to contact an appropriate official of a member 

state government or your national audit regulator. 

Contacts 
 
If you would like more information on any of the 

initiatives described in this briefing, please contact 

your PwC relationship partner. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

http://www.pwc.com/regulatory-debate
http://www.pwc.com/regulatory-debate


July 18, 

2014 
REGULATORY BRIEFING 

 

 Page 36 of 40 

 

Appendix A: Links to regulatory proposals, initiatives and actions  

 

Key developments  

 

In the EU  

EU: audit legislation: 

Directive http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32014L0056 

Regulation: http://eur-lex.europa.eu/legal-

content/EN/TXT/?qid=1403597919765&uri=CELEX:32014R0537 

Corrigendum: http://eur-lex.europa.eu/legal-

content/EN/TXT/?uri=uriserv:OJ.L_.2014.170.01.0066.01.ENG 

EC: Shareholders Rights Directive 

2007 Directive http://eur-

lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2007:184:0017:00

24:EN:PDF 

2014 Proposals to amend http://eur-lex.europa.eu/legal-
content/EN/TXT/?qid=1398680488759&uri=COM:2014:213:FIN 

EC State Aid investigation relating to transfer 

pricing 

http://europa.eu/rapid/press-release_IP-14-663_en.htm 

EU: MiFID 2  

Directive http://eur-lex.europa.eu/legal-

content/EN/TXT/PDF/?uri=OJ:JOL_2014_173_R_0009&from=EN 

Regulation http://eur-lex.europa.eu/legal-

content/EN/TXT/PDF/?uri=OJ:JOL_2014_173_R_0005&from=EN 

ESMA Consultation Discussion paper http://www.esma.europa.eu/system/files/2014-548_discussion_paper_mifid-

mifir.pdf 

EC - Proposal for Disclosure of non-financial 

and diversity information 

http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=

EN&reference=P7-TA-2014-0368#BKMD-69 

EU: Directive on disclosure of non-financial and 

diversity information 

http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-

//EP//TEXT+TA+P7-TA-2014-

0368+0+DOC+XML+V0//EN&language=EN#BKMD-69 

EC – Maystadt review of IFRS in Europe  

Report http://www.efrag.org/Front/c1-344/Maystadt-Reform.aspx 

EFRAG changes http://ec.europa.eu/internal_market/accounting/governance/reform/index_

en.htm 

Europe: European Federation of Accountants 

(FEE) 

http://www.fee.be/images/Future_of_Audit_and_Assurance_Discussion_Paper_1402.pdf 

In other countries  

Global: IESBA Exposure Draft Code changes 

relating to non-assurance services 

http://www.ifac.org/publications-resources/proposed-changes-certain-provisions-code-

addressing-non-assurance-services-au 

http://www.ifac.org/sites/default/files/publications/files/IESBA-Non-Assurance-Services-

Exposure-Draft.pdf 

http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32014L0056
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2007:184:0017:0024:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2007:184:0017:0024:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2007:184:0017:0024:EN:PDF
http://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1398680488759&uri=COM:2014:213:FIN
http://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1398680488759&uri=COM:2014:213:FIN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:JOL_2014_173_R_0009&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:JOL_2014_173_R_0009&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:JOL_2014_173_R_0005&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:JOL_2014_173_R_0005&from=EN
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=EN&reference=P7-TA-2014-0368#BKMD-69
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=EN&reference=P7-TA-2014-0368#BKMD-69
http://www.efrag.org/Front/c1-344/Maystadt-Reform.aspx
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Global: new Revenue Recognition Standard http://www.fasb.org/cs/ContentServer?c=FASBContent_C&pagename=FASB%2FFASBCon

tent_C%2FNewsPage&cid=1176164075286 

Standard http://www.fasb.org/cs/BlobServer?blobkey=id&blobnocache=true&blobwhere=11758288142

44&blobheader=application%2Fpdf&blobheadername2=Content- 

India: plans for the economy and business 

growth 

http://www.ft.com/cms/s/0/bc33983c-efa7-11e3-bee7-00144feabdc0.html#axzz36t4SBgLN 

South Africa: revision of the Corporate 

Governance Code (King III) 

http://www.iodsa.co.za/news/175832/IoDSA-sets-wheels-in-motion-for-update-of-King-

III.htm 

US: Rules governing oversight of large banks http://www.occ.gov/news-issuances/bulletins/2014/bulletin-2014-1.html 

Proposed rules http://www.occ.gov/news-issuances/bulletins/2014/bulletin-2014-1a.pdf 

 

 ‘Watch-list’ of other developments  

 

In the EU  

EC: consultation on equivalence of third country 

regimes regarding country by country reporting 

http://ec.europa.eu/internal_market/consultations/2014/extractive-

forestry/index_en.htm 

EC: Proposal on structural measures improving 

the resilience of EU credit institutions 

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2014:0043:FIN:EN:PDF 

UK: Competition & Markets Authority  

Competition Commission – final report and 

recommendations 

http://www.competition-

commission.org.uk/assets/competitioncommission/docs/2011/statutory-audit-

services/140117_revised_administrative_timetable_for_remedy_implementation.pdf 

UK: FRC consultation – Corporate Governance 

Code (including risk and going concern) 

https://www.frc.org.uk/News-and-Events/FRC-Press/Press/2014/April/Consultation-on-the-

UK-Corporate-Governance-Code-p.aspx 

Sharman Enquiry Report and recommendations http://www.frc.org.uk/Our-Work/Headline-projects/The-Sharman-Inquiry.aspx 

In other countries  

Global - Auditor reporting: 

IAASB Enhancing the Value of Auditor 

Reporting: 

http://www.ifac.org/publications-resources/reporting-audited-financial-statements-proposed-

new-and-revised-international 

PCAOB ED Auditors’ Reporting Model (Docket 

34) 

http://pcaobus.org/rules/rulemaking/pages/docket034.aspx 

Global - debate on international tax 

G8 Communique http://www.g20.org/documents/ 

OECD Base erosion and profit shifting http://www.oecd.org/ctp/BEPSActionPlan.pdf 

The Multilateral Convention on Mutual 

Administrative Assistance in Tax Matters 

http://www.oecd-ilibrary.org/taxation/the-multilateral-convention-on-mutual-administrative-

assistance-in-tax-matters_9789264115606-en 

Global - OECD 2014 Review of the Corporate Governance 

Principles of Corporate Governance http://www.oecd.org/corporate/2014-review-oecd-corporate-

governance-principles.htm 

Guidelines for State-Owned Enterprises http://www.oecd.org/daf/ca/revisionoftheoecdguidelinesoncorporateg

overnanceofstate-ownedenterprises.htm 

http://www.competition-commission.org.uk/assets/competitioncommission/docs/2011/statutory-audit-services/140117_revised_administrative_timetable_for_remedy_implementation.pdf
http://www.competition-commission.org.uk/assets/competitioncommission/docs/2011/statutory-audit-services/140117_revised_administrative_timetable_for_remedy_implementation.pdf
http://www.competition-commission.org.uk/assets/competitioncommission/docs/2011/statutory-audit-services/140117_revised_administrative_timetable_for_remedy_implementation.pdf
http://www.frc.org.uk/Our-Work/Headline-projects/The-Sharman-Inquiry.aspx
http://www.ifac.org/publications-resources/reporting-audited-financial-statements-proposed-new-and-revised-international
http://www.ifac.org/publications-resources/reporting-audited-financial-statements-proposed-new-and-revised-international
http://www.g20.org/documents/
http://www.oecd.org/ctp/BEPSActionPlan.pdf
http://www.oecd.org/corporate/2014-review-oecd-corporate-governance-principles.htm
http://www.oecd.org/corporate/2014-review-oecd-corporate-governance-principles.htm
http://www.oecd.org/daf/ca/revisionoftheoecdguidelinesoncorporategovernanceofstate-ownedenterprises.htm
http://www.oecd.org/daf/ca/revisionoftheoecdguidelinesoncorporategovernanceofstate-ownedenterprises.htm
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Global – IESBA proposals for enhancements to 

Auditing Standards Focused on Financial 

Statement Disclosures 

http://www.ifac.org/news-events/2014-05/iaasb-proposes-enhancements-auditing-standards-

focused-financial-statement-discl 

Global - IESBA consideration of long association 

and rotation 

http://www.ifac.org/ethics/projects/long-association-senior-personnel-including-partner-

rotation-audit-client 

Global - IESBA Code of Ethics – Non-

compliance with laws and regulations 

http://www.ifac.org/ethics/projects/responding-non-compliance-laws-and-regulations 

http://www.ifac.org/ethics/projects/responding-suspected-illegal-act 

Brazil – National Council of Private Insurance 

(CNSP) 

 

Dubai – consultation of changes to auditor 

regime 

http://dfsa.complinet.com/net_file_store/new_rulebooks/d/f/DFSA_CP91.pdf 

Hong Kong – Auditor Regulatory Framework 

Financial Services & the Treasury Bureau 

Consultation 

http://www.fstb.gov.hk/fsb/ppr/consult/doc/consult_rpirrlea_e.pdf 

Institute Consultation: http://www.hkicpa.org.hk/en/communications/regulatory-framework/ 

India - Companies Act 2013 http://www.mca.gov.in/Ministry/pdf/CompaniesAct2013.pdf 

Consultations on implementation rules: http://ncbfeedback.mca.gov.in/ 

China/US - SEC action regarding disclosure of working papers 

Administrative Enforcement Notice December 

2012 
http://www.sec.gov/litigation/admin/2012/34-68335.pdf 

Extension Notice June 2014 http://www.sec.gov/litigation/admin/2014/34-72296.pdf 

 

http://www.ifac.org/ethics/projects/long-association-senior-personnel-including-partner-rotation-audit-client
http://www.ifac.org/ethics/projects/long-association-senior-personnel-including-partner-rotation-audit-client
http://www.ifac.org/ethics/projects/responding-suspected-illegal-act
http://dfsa.complinet.com/net_file_store/new_rulebooks/d/f/DFSA_CP91.pdf
http://www.hkicpa.org.hk/en/communications/regulatory-framework/
http://www.mca.gov.in/Ministry/pdf/CompaniesAct2013.pdf
http://ncbfeedback.mca.gov.in/
http://www.sec.gov/litigation/admin/2012/34-68335.pdf


 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

~ Page left blank intentionally ~ 

 

 

 

 

 
 
 

  



July 18, 

2014 
REGULATORY BRIEFING 

 

 

P 

 

This document has been prepared for the intended recipients only.  To the extent 

permitted by law, PricewaterhouseCoopers firms do not accept or assume any liability, 

responsibility or duty of care for any use of or reliance on this document by anyone, 

other than (i) the intended recipient to the extent agreed in the relevant contract for the 

matter to which this document relates (if any), or (ii) as expressly agreed by the relevant 

PricewaterhouseCoopers firm at its sole discretion in writing in advance.  

© 2014 PricewaterhouseCoopers. All rights reserved. ‘PricewaterhouseCoopers’ refers 

to the network of member firms of PricewaterhouseCoopers International Limited, each 

of which is a separate and independent legal entity. 


