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Appendix
PIEs face a number of legal and 
regulatory requirements over and 
above those faced by other 
companies. These cover corporate 
reporting, audit and governance 
requirements. The key requirements 
that apply to today’s PIEs are outlined 
below. (There are also some 
requirements that apply only to listed 
PIEs but we have not covered these in 
this paper). 

Governance requirements
• The FCA Disclosure Guidance 

and Transparency Rules (DTR) 
and the PRA Rulebook require 
that a PIE must have a body that 
carries out the role of an audit 
committee, including monitoring 
financial reporting and the 
arrangements for the statutory 
audit. At least a majority of the 
members (and in some cases all) 
must be independent and at least 
one member must have 
competence in accounting or 
auditing, or both. The members as 
a whole must have competence 
relevant to the sector in which the 
issuer is operating.

Corporate Reporting 
requirements
• s414CA of the Companies Act 

2006 – PIEs with over 500 
employees are required to include 
a non-financial information 
statement in their strategic report. 

Requirements relating 
to the audit or auditor 
of a PIE
• s494ZA of the Companies Act 

2006 – sets out tendering and audit 
firm rotation regulations for PIEs 
and provisions related to the 
conduct of an audit tender. Most 
significantly, there’s a requirement 
to re-tender the PIE company’s 
audit appointment every 10 years 
and rotate the audit firm every 
20 years.

• Article 3 of The Statutory 
Auditors and Third Country 
Auditors Regulations 2016 
(SATCAR) – includes a requirement 

for the regulator (currently the FRC) 
to take direct responsibility for 
inspecting, investigating and 
imposing sanctions in relation to all 
audits, including PIEs. This includes 
the Audit Quality Reviews (AQR) 
inspection programme that covers 
all auditors of PIEs at least once 
every three years.

• The FRC’s Ethical Standard – 
Revised 2019 – the revised 
Standard became effective on 15 
March 2020 and, for PIEs, 
introduced a list of permissible 
non-audit services that auditors of 
PIEs could provide (some are 
services required by law or 
regulation, some are not); auditors 
of PIEs are not permitted to provide 
any other non-audit services to that 
PIE or its related entities. All 
services require approval by the 
audit committee or equivalent 
body. The list of the permissible 
services being provided applies up 
and down the control chain: 

 – Upstream entities of the PIE 
within the UK; 

 – Downstream controlled entities 
of the PIE, wherever located in 
the world. 

There is also a cap on how many of 
the permissible services that are not 
required by law and regulation can be 
provided by the auditor (the cap is set 
at 70% of the audit fee, with some 
complex rules about how the cap 
should be calculated). 

The FRC’s Ethical Standard also 
includes stricter rules for PIEs on 
tenure of audit partners and staff and 
the period before which they can 
return to the audit; greater restrictions 
and requirements for cooling off 
periods between employment by the 
audit firm and employment by the 
audited entity; and a cap on fees for 
non-audit services when compared to 
audit services.

A number of UK Auditing Standards 
contain specific requirements in 
relation to PIEs, these include:

• ISA (UK) 220 ‘Quality control 
for an audit of financial 
statements’ – requires additional 
consideration of the Engagement 

Quality Control Reviewer (in PwC, 
the Quality Review Partner) of 
areas, at both the group and 
component level, such as the 
independence of the auditor from 
the company, the nature and scope 
of corrected and uncorrected 
misstatements identified and the 
reasoning of the key audit partner 
with regard to materiality and 
significant risks.

• ISA (UK) 260 ‘Communication 
with those charged with 
governance’ – requires that the 
PIE auditor submit an additional 
report to the audit committee, or 
those charged with governance, on 
matters including a declaration of 
independence, a description of the 
scope and timing of the audit, the 
audit methodology used, 
materiality used, any significant 
difficulties encountered in the 
course of the audit; any significant 
matters or deficiencies arising.

• ISA (UK) 700 ‘Forming an opinion 
and reporting on financial 
statements’ – requires that the 
auditor’s report for PIEs shall 
include certain additional 
information, including by whom the 
auditor was appointed, the date of 
appointment and uninterrupted 
tenure, a declaration that no 
prohibited non-audit services were 
provided and that the audit firm 
remained independent in 
conducting the audit, as well as 
setting out any services, in addition 
to the audit, which were provided 
by the firm but are not disclosed in 
the annual report or financial 
statements. 

• ISA 701 – ‘Communicating key 
audit matters in the independent 
auditor’s report’ – requires 
extended auditor reporting, where 
an auditor describes the key audit 
matters, materiality and scoping 
process in their public auditor’s 
report. Although primarily intended 
by the auditing standard setters for 
listed entities, this requirement is 
also applicable to the current 
population of unlisted PIEs, i.e. 
the banks and insurers noted in 
the definition above.
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