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International Development
Changes in Code of Ethics by IESBA
The International Ethics Standards Board for Accountants (IESBA) has published a new section in Code of Ethics namely 
‘Responding to Non-Compliance with Laws and Regulations’ (‘Project’) for auditors and accountants in business and practice. This 
section provides guidance to professional accountants as to the action to be taken by them in best public interests when they 
become aware of a potential illegal act, known as Non Compliance with Laws and Regulations (NOCLAR) committed by client 
or employer. NOCLAR is defined as any act of omission or commission, intentional or unintentional, committed by a client or 
employer, including by management or by others working for or under the direction of the client or employer, which is contrary 
to prevailing laws or regulations. Effective date of the pronouncement is July 15, 2017 with earlier application permitted.

Development of NOCLAR response framework addresses concerns from the regulatory community and other stakeholders about:

•	 The	duty	of	confidentiality	under	the	Code	acting	as	a	barrier	to	timely	disclosure	by	auditors	of	fraud	and	other	NOCLAR		
 to regulatory and enforcement authorities in the public interest;
•	 Auditors	simply	resigning	from	the	client	relationship	because	of	identified	or	suspected	NOCLAR	without	the	matter		
 being appropriately addressed; and
•	 Lack	of	guidance	in	the	Code	about	the	thought	process	and	relevant	factors	to	take	into	account	in	determining	an		 	
 appropriate course of action in responding to the matter in the best public interest.

Objectives of ‘NOCLAR’ Framework
•	 Ensuring	that	Professional	Accountants	respond	in	a	timely	way	to	identified	or	suspected	NOCLAR;
•	 Rectifying,	remediating,	or	mitigating	the	adverse	consequences	of	identified	or	suspected	NOCLAR	to	stakeholders	and		
 the general public;
•	 Deterring	the	commission	of	NOCLAR;
•	 Stimulating	increased	reporting	of	identified	or	suspected	NOCLAR	where	required	by	law	or	regulation,	or	where	determined	
appropriate under the Code in the public interest.

Scope of Laws And Regulations Covered

The laws and regulations covered, violations of which are acts of NOCLAR, are those that directly affect the client’s or the 
employing organization’s financial statements or its business in a material or fundamental way. Examples of the range of laws and 
regulations covered include those that address money laundering, fraud, corruption, bribery, terrorism, data protection etc.

Auditors Senior Professional Accountants in 
Business

Action required from Auditors & Professional Accountants under New Project

Professional Accountants in Public 
Practice other than Auditors

1.

2.
a.

b.

3.

Raise the identified or suspected 
NOCLAR with management to 
clarify their understanding of the 
matter and advise them to address 
the	 consequences	 and	 disclose	 the	
matter to an appropriate authority 
where	required	by	law	or	regulation	
or where necessary in the public 
interest.
Fulfill professional responsibilities to:
Understand and comply with applicable 
laws and regulations including 
requirements	regarding	reporting	to	an	
appropriate authority.
Comply with applicable auditing 
standards.
Determine if further action is needed 
by assessing appropriateness of 
management response.

In exceptional circumstances, auditor 
may immediately disclose the matter 
to an appropriate authority if imminent 
breach of a law or regulation that would 
cause substantial harm to stakeholders.

1.

2.

3.
a.

b.

c.

d.
e.

4.

Set the right tone at the top within 
the organization.
Establish appropriate policies and 
procedures to prevent NOCLAR.
Take appropriate steps to:
Raise the identified or suspected 
NOCLAR with a superior or those 
charged with governance.
Understand and comply with 
applicable laws and regulations, 
including	requirements	to	report	the	
matter to an appropriate authority.
Rectify, remediate, or mitigate 
consequences
Reduce the risk of re-occurrence.
Determining the need to disclose 
external auditor, if any.
Assess appropriateness of superior 
response and determine further 
action, if necessary.

1.

2.

3.

4.

Discuss the identified or suspected 
NOCLAR with management and, if 
they have access to them and where 
appropriate, those charged with 
governance.
If the client is also an audit client of 
the firm, or a component of an audit 
client of the firm, communicate 
the matter within the firm so that 
the audit engagement partner is 
informed about it.
For any other client, consider 
communicating the matter to the firm 
that is the external auditor, if any.
Consider whether further action is 
needed in the public interest such as 
withdrawing from engagement and 
client relationship and disclosing the 
matter to appropriate authority even if 
not	required	by	law	or	regulation.
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Details can be accessed at: https://www.ifac.org/publications-resources/responding-non-compliance-laws-and-regulations

In addition to above, ISA 250 (Revised), Consideration of Laws and Regulations in an Audit of Financial Statements has been 
revised by IESBA which addresses the professional accountant’s responsibility in relation to NOCLAR.

Exploring the Growing Use of Technology in the Audit, with a Focus on Data 
Analytics 

The IAASB established the Data Analytics Working Group (DAWG) to inform the Board as to how and when to respond to 
developments in technology most effectively in the public interest. Since its inception in mid-2015, the DAWG has performed 
outreach with various stakeholders, including accounting firms, National Auditing Standard Setters, audit regulators and oversight 
authorities, International Federation of Accountants (IFAC) member bodies and representatives of the IFAC Small and Medium 
Practices Committee. 

The DAWG’s activities have also included monitoring and gathering information on the various applications of data analytics and 
the relationship to the financial statement audit (such as the effect on risk assessments, testing approaches, analytical procedures 
and other audit evidence). 

This publication provides insights into the opportunities and challenges with the use of data analytics in the audit and outlines 
the insights gained from the DAWG’s activities to date. The purpose of this publication is to: 
(a) Inform stakeholders about the IAASB’s ongoing work to explore effective and appropriate use of technology, with a focus on 
data analytics, in the audit of financial statements; and 
(b) Obtain stakeholder input and perspectives on whether all of the considerations relevant to the use of data analytics in a 
financial statement audit have been identified.

Comments due date to IAASB is February 15, 2017,
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Legal and Regulatory Requirements
1. Voluntary disclosure requirements 

for Islamic Capital Markets 

In order to promote the Islamic capital market and facilitate 
review of the Pakistan Stock Exchange (PSX)’s All Shares Islamic 
Index (ASII), the SECP, vide its Circular No. 14 of April 23, 2016, 
required	listed	companies	to	disclose	in	their	annual	and	half-
yearly accounts, certain specific information in terms of Shariah 
compliance to facilitate the PSX in fairly maintaining its newly 
developed ASII.

However, SECP vide its circular 29 dated  September 05, 
2016 superseded the said circular and lifted the mandatory 
disclosure	 requirements,	 making	 them	 voluntary	 for	 the	 all	
listed companies until any further notice by SECP. Disclosures 
include loans, advances, deposits, revenue, profits, gains, 
income, losses, bank balances etc. separately based on Shariah 
compliant mode and conventional mode. 

The circular is available on the SECP’s website:
https://www.secp.gov.pk/media-center/press-releases/secp-
introduces-disclosure-requirements-for-islamic-capital-market-2/

2. Promulgation of Employees’ Provident 
Fund (Investment in Listed Securities) 
Rules, 2016 

SECP vide its SRO 770 dated 17 August 2016 has promulgated the 
rules relating to provident fund’s investment in listed securities 
with an aim to ensure safety of employees’ hard earned money.

These rules shall be applicable for new investments in listed 
securities immediately. For existing investments in listed 
securities by employee provident funds, these rules shall have 
to be complied within two years of promulgation.  

The SRO may be accessed at: 
https://www.secp.gov.pk/laws/notifications

3. Restriction on issue of further shares 
beyond the Authorized Capital

The SECP vide circular 30 of 2016 directed that Board of 
Directors of a company shall not decide or recommend to 
increase the capital by issue of further shares by way of right 
beyond the authorized capital as stipulated in Memorandum 
and Articles of association of the Company.

The said circular can be accessed at:
https://www.secp.gov.pk/laws/circulars/

4. Performance Benchmarks for 
Collective Investment Schemes

In order to standardize the comparison of performance of 
Collective Investment Schemes against their benchmarks, 
SECP via direction No. 27 of 2016 dated 25 August 2016 has 
directed all Asset Management Companies (AMCs) to use 
certain performance benchmarks for CISs as specified in the 
said directive. The category of schemes which are using KIBOR/
PKRV/PKISRV as performance benchmark shall take average 
KIBOR/PKRV/PKISRV rate of corresponding period for which the 
performance of scheme is being compared against benchmark. 

All	 AMCs	 are	 required	 to	 make	 necessary	 amendments	 in	 the	
offering documents and fund manager reports of the schemes 
within	1	month	of	this	directive.	Amendments	required	in	trust	deed	
may be deferred by AMCs until any future amendment in the trust 
deed is proposed and submitted by an AMC to the commission.

Directive can be accessed at following link:
https://www.secp.gov.pk/laws/directives

5. Amendments in Code of Corporate 
Governance relating to Access of 
Inside Information Regulations

Pakistan Stock Exchange Limited (PSX) has made amendments to 
CCG prescribed under Clause 5.19 of Listing of Companies and 
Securities Regulations with prior approval of the SECP.

A new sub-clause related to Compliance With Access To Inside 
Information Regulations, 2016	has	been	inserted	which	requires	
all listed companies to maintain a register to enlist persons 
employed under contract or otherwise, who can access to inside 
information, in the manner as provided in the Regulations. Further 
a senior management officer will be responsible for entering or 
moving names of persons in the said register in a timely manner.  

Similarly,	this	requirement	has	also	been	inserted	as	a	new	sub-
clause 23 in Appendix-B ‘Statement of Compliance with the 
Code of Corporate Governance’.

The above amendments have been implemented with effect 
from September 07, 2016. 

6. Amendments in NBFC Regulations 
2008

The SECP vide SRO 789 of 2016 dated 23 August 2016 made 
certain amendments in Non-Banking Finance Companies and 
Notified Entities Regulations 2008.

These amendments can be accessed from SRO at following link: 
https://www.secp.gov.pk/laws/notifications/
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Local Developments
1. New Auditors Report Web Page
As reported in our last audit bulletin, for the purpose developing 
awareness for better understanding of our members on the 
new auditor report under the revised ISA 700, the Institute has 
launched a Question and Answer (Q&A) service through ICAP’s 
website along with a database of Key Audit Matters (KAM). 

The	Q&A	service	will	facilitate	everyone	in	answering	queries	
related to the new auditor report changes. Further, KAM from 
listed companies’ annual reports from other jurisdictions where 
a similar model has already been adopted under the heads of 
banks, insurance and others have been compiled topic wise to 
provide guidance.

To	date	we	have	received	number	of	queries	from	members	and	
non-members.	The	answers	to	the	queries	are	being	provided	
to	 inquirers	within	 24	hours	 after	 these	 are	 approved	by	 the	
assigned subcommittee of Auditing Standards Committee. 
Q&A’s are publicly available without disclosure of name of 
inquirer	on	the	webpage.

For details refer ICAP Circular No. 8 at: 
http://www.icap.net.pk/archives/2923

Link of new auditor’s report page is 
http://www.icap.net.pk/nar

This is also to inform you that SECP has not yet notified the 
revised audit report formats under Companies Ordinance 1984, 
accordingly, the revised report will only be applicable once 
these have been notified by SECP. 

2. Format of report on statement of 
net capital balance of securities 
brokers/Brokerage houses

SECP through its clarification and guidance dated September 
8, 2016 has asked Securities Brokers and all Brokerage Houses 
to submit an audited Statement of Net Capital Balance on half 
yearly basis pursuant to the promulgation of the Securities 
Brokers (Licensing and Operations) Regulations 2016. 

In order to have consistent practice across the industry, the 
Institute vide circular No. 9 dated September 26, 2016 has 
developed a suggested format for the audit report based on 
ISA 805, ‘Special Considerations-Audits of Single Financial 
Statements and Specific Elements, Accounts or Items of a 
Financial Statement’ issued by the International Auditing and 
Assurance Standards Board (IAASB).

ICAP Circular can be accessed using the link: 
http://www.icap.net.pk/archives/2927 

Updates from Auditing 
Standards Committee (AuSC)
1. Companies (Compliance With 

Licensing Conditions) General Order, 
2016

The Independent Assurance Report on compliance with the 
licensing conditions has been developed by the AuSC, in 
accordance with the format of revised ISAE 3000 and sent 
to SECP. The subject report is being finalized by SECP after 
obtaining necessary approval of the competent authority.

SECP has informed us that their registrars’ offices have already 
been advised to acknowledge the annual returns, even if 
they are not accompanied by the compliance report. Any 
non-compliance with the provisions of the General Order is 
required	to	be	reported	to	the	Commission’s	headquarters,	for	
necessary cognizance. However, the registrars’ offices have not 
been instructed to issue notices on the said default.

2. Cost Audit Report 

The Subcommittee of AuSC is revamping cost audit report 
format already given in Companies (Audit of Cost Accounts) 
Rules, 1998, as it does not cover auditor’s responsibilities para 
and	the	format	is	not	in	accordance	with	the	ISAs	requirement.	
Representatives of SECP have also been coopted in the S.C for 
revising the report.

3. Going Concern Guide

Going Concern Guide is being developed by the AuSC which 
will be only for auditing purposes and will completely be in 
accordance	with	the	requirements	of	revised	ISA	570.

4. Training to SECP management staff 
on different ISAs

On	SECP’s	 request	a	training	session	was	conducted	for	SECP	
management level staff on varied audit matters/ issues from 
planning to auditors’ report. The training session was conducted 
by our AuSC member at SECP, Islamabad.
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1. Seminar on ‘Net Capital Balance’

The Southern Regional Committee (SRC) of our Institute 
had organized an interactive session on Net Capital Balance 
(NCB) in collaboration with the SECP, Pakistan Stock Exchange 
(PSX), Central Depository Company of Pakistan Limited and 
National Clearing Company of Pakistan Limited (NCCPL) on 
August 10, 2016 at the ICAP House, Karachi.

Mr. Mian Muhammad Imran, Deputy Director, SECP was the 
keynote speaker. Other speakers include Syed Ahmed Abbas, 
Senior	Manager,	 PSX,	Mr.	Mustafa	 Farooq,	 Deputy	Manager,	
Legal, Compliance and Risk, Mr. Rehan Saif, Head of Product 
Development, NCCPL and Mr. Tanweer Alam, Additional 
Director SECP. 

The seminar aimed to highlight the regulatory reporting of 
NCB, its segregation for different capital market segments, 
NCCPL role in relation to NCB, issues noted by regulators in 
NCB computation and expectations from auditors along with 
explanatory information on System Audit. 

The presentations of all the speakers are available at:
http://www.icap.org.pk/cpd/schedule-of-events/

2. SECP Seminar on ‘Draft Companies 
Bill, 2016’ 

SECP has organized a national level seminar on the Draft 
Companies Bill, 2016 on September 5, 2016 in Karachi. 
The	 event	was	 chaired	 by	 Senator	Mohammad	 Ishaq	Dar,	
Minister for Finance, Revenue, Economic Affairs, Statistics 
and Privatization as the Chief Guest.

The seminar aimed to highlight the important and salient 
features of the Draft Bill. The invitees of the seminar 
include leading professionals related with the corporate 
sector, office bearers of chamber of commerce and 
industries, eminent lawyers, chartered accountants, cost 
and management accountants, businessmen and other 
professional and business institutes and bodies.

Mr.	Masood	Naqvi,	former	Partner,	KPMG,	Hafiz	Muhammad	
Yousuf, Former President ICAP and Mr. Saeed Ahmed, 
Deputy Governor, State Bank of Pakistan, briefly highlighted 
the key features of the draft Companies Bill, 2016.

The speakers highlighted that major focus of this Draft 
Companies Bill is the facilitation to the corporate sector 
and other stakeholders as well as strengthening of the 
regulatory frame work, maximum emphasis on the use 
of	 technology,	 abolishing	 unnecessary	 requirements,	
protection of the interest of shareholders, and a softer 
regime for the companies having no stake of the general 
public. 

The Finance Minister appreciated the work done by SECP 
and congratulated the Chairman SECP, Mr. Zafar Hijazi in 
initiating and working towards conclusion of a long expected 
law which would be beneficial not only for the SECP and the 
stakeholders but would also have a positive impact on the 
economy of Pakistan. 

3. SECP consultation session with 
stakeholders on reforms in Insurance 
Regulatory Framework

SECP has held a roundtable at the ICAP Karachi on the proposed 
reforms in the insurance regulatory framework. Representatives 
of insurance companies, insurance brokers, associations of 
insurance surveyors, Pakistan Societies of Actuaries and ICAP 
attended the roundtable. 

Mr. Farrukh Rehman, the chairman of AuSC and subcommittee 
on insurance and an ICAP Council Member, emphasized the 
need for upgrading insurance law to bring it in line with the 
best international practices. 

The Executive Director, Insurance Division SECP, gave an 
overview of the insurance industry in Pakistan and briefed 
the audience on the proposed amendments. Deliberations 
were also carried out in respect of the new concepts and/or 
amendments which may be made to various areas including 
introduction of dedicated micro insurers, provisions for 
regulations of takaful & retakaful, local and foreign reinsurance 
business reinsurance brokers, flexibility for introduction of 
new	 intermediaries,	 requirement	 of	 “appointed	 actuary”	 and	
product filing for non-life insurance etc.
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This publication is intended to provide a summary of 
developments relating to audit during the quarter, legal and 
regulatory matters and matters under consideration of AuSC.

This information should not form the basis of any 
decision; nor should it be relied upon as a legal and 
professional guidance regarded as a substitute for 
specific advice.

No responsibility of any person acting as a result of any 
material in this publication can be accepted by ICAP and 
the Department.


