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UPDATES FROM THE AUDITING 
STANDARDS & ETHICS COMMITTEE 
 

1. External Auditor’s Reporting on 
Company’s Royalty/ Franchise/ Technical 
Fees Agreement  

 
ICAP, through its Circular No. 4/ 2023 (dated April 6, 
2023) has issued the guidance on the external 
auditor’s reporting on Company’s Royalty/ 
Franchise/ Technical (RFT) fees agreement as 
required under paragraph 12 (iii) of Chapter 14 of 
the Foreign Exchange Manual 2002 (the FE Manual). 
 
The FE Manual requires a company to submit its RFT 
agreement, Application (as per Appendix V-52 of the 
FE Manual) and the other required documents with 
the authorized dealer for acknowledgment of the 
RFT agreement. As part of this acknowledgment, 
Paragraph 12 (iii) (b) and (e) of Chapter 14 requires 
the company’s external auditor to: 
 
a) Verify information submitted by the company 

in the application (Appendix V-52); 
 
b) Verify the basis and actual calculation of the 

RFT amount payable; 
 
c) Comment on the value addition to the 

company through the RFT agreement; and 
 
d) Certify the company’s use of principles of 

arm’s length pricing and the transparency and 
verifiability of the basis of pricing (when the 
company’s counterparty under the RFT 
agreement is a related party). 

 
In view of the significant changes and expanded 
scope of auditor’s verification of information related 
to company’s RFT agreement, the Institute through 
its Auditing Standards and Ethics Committee has 
developed the following formats and brief for the 
members' understanding and reference: 
 
▪ Format of the ‘Independent Reasonable 

Assurance Report on the Application for 
Acknowledgement of Agreement for Royalty / 
Franchise / Technical Fees’ in accordance with 
ISAE 3000 (Revised); 

 
▪ Formats of the Statements on the basis and 

calculation of RFT, Value Addition through 
RFT, and Arm’s length Pricing of RFT (to be 
prepared by the company);  

 

▪ A brief paper on management and auditors’ 
responsibilities in relation to paragraph 12 (iii) 
(b) and (e) of Chapter 14 of the FE Manual. 

 
The circular and the above noted documents can be 
downloaded from the Institute website using link: 
https://www.icap.net.pk/archives/7105 

 

2. ICAP issues guidance on the Assurance 
Report on Statement of Free Float of Shares 

 
ICAP, through Circular No. 3/ 2023 (dated February 
02, 2023) has issued the guidance on the Assurance 
Report on Statement of Free Float of Shares. 
 
In accordance with the PSX Rulebook, the annual 
free float of shares of a listed company is verified by 
the auditor. For the purpose of computation of free 
float of shares, PSX requires listed companies to 
exclude shares from the ‘Directors, sponsors and 
Senior Management Officers and their associates’. 
For the free float calculation, the associates are to 
be determined by the listed companies based on the 
definition provided in the Securities Act 2015. 
 
In view of the expanded definition of associate and 
practical challenges related to the identification and 
verification of associates for the computation of free 
float of shares, the Institute through its Auditing 
Standards and Ethics Committee, has suggested 
wordings to be included by the auditors’ in the 
‘Independent Reasonable Assurance Report on 
Statement of Free Float of Shares’ (previously 
notified through PSX Notice No. PSX/N-4829, dated 
August 16, 2017). 
 
The circular and the format of the Assurance Report 
with suggested wordings can be accessed using the 
link: https://www.icap.net.pk/archives/6835 
 

LOCAL DEVELOPMENT 
 

1. SECP’s unified Panel of Auditors for SECP 
Regulated Entities 

 
The Securities and Exchange Commission of Pakistan 
(SECP), through its Circular 4 of 2023, has issued a 
unified list of approved auditors for audit of the 
SECP’s regulated entities including securities brokers 
and insurance/takaful and modaraba etc. 
 
An audit firm, with satisfactory ICAP QCR rating, may 
apply to SECP for assessment and placement on the 
list of auditors by submitting duly filed Form A 
available on SECP’s website.  
 
Circular 4 of 2023 can be downloaded using link: 
www.secp.gov.pk

https://www.icap.net.pk/archives/7105
https://www.icap.net.pk/archives/6835
https://www.secp.gov.pk/document/circular-no-4-of-2023-appointment-of-auditors-for-secp-regulated-entities/?wpdmdl=47436&refresh=6437a36a928201681367914
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2. SECP seeks comments to revise the 
Companies Act, 2017 

 
In order to align the company law with international 
best practices and promote business growth and 
development in Pakistan, SECP has initiated an 
exercise of the comprehensive review of the 
Companies Act, 2017. 
 
The SECP has requested ICAP to submit its comments 
on the Companies Act, 2017. For this, ICAP has formed 
a Taskforce. Members have also been requested by the 
Institute to share their comments. 
 
SECP’s press release can be accessed using the link: 
www.secp.gov.pk 
 
 

INTERNATIONAL DEVELOPMENT 
 

1. IFAC’s study ‘The State of Play: 
Sustainability Disclosure & Assurance 2019-
2021 Trends & Analysis’ 

 
For the third consecutive year, the IFAC has updated the 
study of global practice in sustainability disclosure and 
its assurance for the period 2019-2021. 
 

The study captures and analyzes the extent to which 
companies are reporting and obtaining assurance 
over their sustainability disclosures, the assurance 
standards that are being used, and the firms/other 
service providers providing the assurance service. 
The study indicates the upward trend for the ESG 
reporting as well as for its assurance in various 
jurisdictions. 
 
The study can be downloaded using the link:

 

www.ifac.org 

 

2. IAASB opens public consultation on Less 
Complex Group Audits 

 

The International Auditing and Assurance Standards 
Board (IAASB) has opened the public consultation for a 
group audit-specific section of the proposed standard 
for audits of less complex entities (ISA for LCE). 
 

Group audits were not included in the scope of the 
original Exposure Draft of the ISA for LCE. Based on 
stakeholder feedback received, the IAASB 
reconsidered its decision and developed proposals 
that address audits of less complex groups. With the 
inclusion of group audits, the IAASB has proposed 
changes to the Authority of the proposed ISA for LCE 
and has added proposed section, Part 10, Audits of 
Group Financial Statements. The Exposure Draft is 
open for public comment until May 2, 2023. 

The Exposure Draft is available at: www.iaasb.org 

 

3. IAASB webinar on proposed ISA for LCE 
 
IAASB, IFAC and the European Federation of 
Accountants and Auditors for SMEs (EFAA) jointly 
organized a webinar on February 16, 2023 to update 
stakeholders about the developments of the IAASB’s 
proposed ISA for LCE. 
 
The webinar addressed the changes after public 
consultation of the IAASB’s exposure draft, the 
comments/feedback received and the forecasted 
project timeline. 
 

4. IAASB launches consultation on proposed 
strategy and work plan for 2024-2027 

 
IAASB on January 11, 2023 has issued a public 
consultation for its 2024-2027 proposed strategy and 
work plan. The strategy seeks to accelerate the 
actions originally laid out in the 2020-2023 strategy 
with a focus on standard setting that supports the 
performance of high-quality audit and assurance 
engagements. The proposed strategy outlines four 
strategic objectives: 
 
▪ Support the consistent performance of quality 

audit engagements by enhancing auditing 
standards in areas where there is the greatest 
public interest need; 

 
▪ Establish globally accepted standard(s) for 

assurance on sustainability reporting; 
 
▪ Strengthen coordination with the IESBA and 

other leading standard setters/ regulators to 
leverage better collective actions in the public 
interest; and 

 
▪ Create more agile and innovative ways of 

working in line with the Monitoring Group’s 
reform vision. 

 
The consultation paper can be accessed on the link:  
www.iaasb.org 
 

5. IAASB digital technology market scan: Robotic 
Process Automation and Digital Assets 

 
In this quarter, the IAASB’s Disruptive Technology 
team has released its sixth and seventh Market Scan 
on Robotic Process Automation and Digital Assets in 
this quarter. 
 
The Market Scans cover exciting trends, including 
new developments, corporate and start-up 
innovation, noteworthy investments and what it all 
might mean for the IAASB. 

https://www.secp.gov.pk/wp-content/uploads/2023/03/Press-Release-March-14-SECP-seeks-to-align-Companies-Act-to-promote-business-growth.pdf
https://www.ifac.org/knowledge-gateway/contributing-global-economy/publications/state-play-sustainability-disclosure-assurance-2019-2021-trends-analysis
https://www.iaasb.org/publications/proposed-part-10-audits-group-financial-statements-proposed-isa-audits-financial-statements-less
https://www.iaasb.org/news-events/2023-01/iaasb-launches-consultation-proposed-strategy-and-work-plan-2024-2027


A U D I T  B U L L E T I N   
J a n u a r y  –  M a r c h  2 0 2 3  |  I s s u e  3 3  

 

The Institute of Chartered Accountants of Pakistan  Page 4 of 5 

 

In the sixth Market Scan on Robotic Process 
Automation, the IAASB explored a technology used 
for executing repetitive tasks that has applications 
across the audit process, from data transformation 
to workpaper creation, as well as potential for 
forming part of an audited entity’s IT environment.  
 
This market scan covers: 
 
▪ What is Robotic Process Automation and why is 

it important? 
 

▪ The latest developments 
 

▪ What this might mean for the IAASB 
 
In the seventh Market Scan on Digital Assets, the 
IAASB focus was on recent developments within the 
Cryptocurrency market and what it might mean for 
the audit and assurance ecosystem. Future Market 
Scans will build on this area by focusing on related 
technologies, such as blockchain and smart 
contracts. This market scan covers: 
 

• What are digital assets and why are they 
important? 

 

• The latest developments 
 

• What this might mean for the IAASB 
 
Details about the above market scans can be 
accessed using following two links:  
www.iaasb.org & www.iaasb.org 
 

6. IAASB issues new Technology-focused FAQs 
 
The Technology Consultation Group of the IAASB has 
published a non-authoritative support material to help 
address certain frequently asked questions about 
investigating exceptions and the concept of 
performance materiality when performing audit 
procedures using automated tools & techniques (ATT). 
With the increasing use of ATT, the questions on these 
topics have become more prevalent, which enable 
analyzing data sets with large volumes of information. 
 
FAQs can be downloaded using link: www.iaasb.org  
 

7. IESBA raises expectations of ethical 
conduct in tax planning 

 
The International Ethics Standards Board for 
Accountants (IESBA) has published the Exposure Draft 
‘Proposed Revisions to the Code Addressing Tax 
Planning and Related Services’ for public comments. 
The comment deadline is May 18, 2023. 

The proposed revisions respond to public interest 
concerns about tax avoidance and the role played by 
consultants, including professional tax advisers, in the 
light of revelations in recent years such as the Paradise 
and Pandora Papers. The proposals strengthen the 
ethical expectations for professional accountants in 
business and in public practice when performing tax 
planning activities for employing organizations or 
providing tax planning services to clients, respectively. 
 

Further, the IESBA has also organized three webinars 
(on Feb 27-28, 2023) in which he key proposals of the 
exposure draft were explained.  
 
The exposure draft and roundtable news can be 
accessed on: www.ethicsboard.org  

www.ethicsboard.org/news-events 

 

8. IESBA Global Roundtables on Sustainability 
Project 

 

IESBA organized a series of global roundtables on 
sustainability. The objective of these roundtables 
were to obtain stakeholder’s input to help shape the 
development of new ethics and independence 
standards for sustainability reporting and assurance. 
 
The roundtables  aimed to provide stakeholders the 
opportunity to convey relevant information to be 
addressed in developing the ethics and 
independence standards. 
 
The briefing note prepared by the IESBA staff as 
supporting materials for the roundtables can be 
accessed using link: www.ethicsboard.org 

 

9. Joint statement from the IESBA and IAASB 
chairs on the ISSB’s progress 

 
In a joint statement issued by the IESBA and the IAASB, 
both the boards have appreciated the International 
Sustainability Standards Board (ISSB) for entering the 
final stages of IFRS1 and IFRS2 standards development 
process ahead of an expected issuance at the end of 
the second quarter of 2023. 
 
IESBA and IAASB also echoed the recent statement of 
support from the International Organization of 
Securities Commissions (IOSCO).  
 
The details can be accessed using link: www.iaasb.org 

https://www.iaasb.org/news-events/2023-01/iaasb-digital-technology-market-scan-robotic-process-automation
https://www.iaasb.org/news-events/2023-03/iaasb-digital-technology-market-scan-digital-assets
https://www.iaasb.org/news-events/2023-02/new-technology-focused-faq-now-available-iaasb
https://www.ethicsboard.org/publications/proposed-revisions-code-addressing-tax-planning-and-related-services-0
https://www.ethicsboard.org/news-events/2023-02/global-ethics-board-raises-expectations-ethical-conduct-tax-planning
https://www.ethicsboard.org/publications/briefing-note-global-sustainability-roundtables
https://www.iaasb.org/news-events/2023-02/joint-statement-iesba-and-iaasb-chairs-issbs-progress-toward-inaugural-international-sustainability
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10. IESBA releases Q&As on the key changes 
made to the definitions of listed entity and 
public interest entity in the IESBA Code 

 
The IESBA staff has issued a questions and answers 
(Q&As) publication on the revisions to the definitions 
of listed entity and public interest entity (PIE) in the 
International Code of Ethics for Professional 
Accountants (including International Independence 
Standards) (IESBA Code).  
 
The definition of PIE has been expanded and now 
includes a new category “publicly traded entity” 
that will replace the category “listed entity”. The 
local bodies in every jurisdiction are encouraged to 
add any other categories relevant to their 
environments and requires firms to publicly disclose 
the application of independence requirements for 
PIEs where they have done so. The Q&A publication 
is designed to highlight, illustrate or explain aspects 
of the PIE revisions in the IESBA Code. 
 
The PIE revisions are effective for audits of financial 
statements for periods beginning on or after 
December 15, 2024.  
 
The Q&As can be downloaded using the link:  

www.ethicsboard.org 

 

 
You can share your comments and 
feedback to Technical Services 
Department at: 
farheen.mirza@icap.org.pk 

 
 

Disclaimer 

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 ASEC. 
 
This information should not form the basis of any decision; 
nor it should 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. 

 

https://www.ethicsboard.org/publications/revisions-definitions-listed-entity-and-public-interest-entity-code
mailto:farheen.mirza@icap.org.pk

