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Audit 

briefings 

 

What is a public interest entity (PIE)? 
 

 
 
1. Background 
 
The future of audit is being debated in the UK1 2. Whilst audit is not just an issue for what the 

government calls public interest entities (PIEs), the focus of their concern is on such entities 

because they are the ones whose failure might cause greatest disruption within the 

economy, and loss to those involved with them. 

 

During the consultation process the UK’s Department for Business, Energy and Industrial 

Strategy (BEIS) has suggested that the scope of the definition of a PIE should be expanded. 

This Audit Briefing considers what a PIE should be defined to be3.  

 
2. Why does being defined as a PIE matter? 
 
As BEIS has noted in its consultation document on audit reform4: 

 

There are currently around two thousand PIEs in the UK. The statutory audits and 

auditors of those entities are subject to more stringent regulation, for example, in 

relation to:  

 

• how they are appointed including in relation to the selection procedure used, the 

maximum duration of their appointment and on the extent to which they may 

provide non-audit services; and  

 
1 https://beisgovuk.citizenspace.com/business-frameworks/audit-and-corporate-governance-review/  
2 The consultation papers relating to this process are included in the references noted at the end of this Briefing.  
3 This briefing is based upon submissions made by Professors Richard Murphy and Adam Leaver of both 

Corporate Accountability Network and Sheffield University Management School to the BEIS consultation 

referenced in this Audit Briefing. 
4 See references for publication details 
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• the statutory auditor’s functions including additional requirements as to the 

content of the auditor’s report, the prohibition of non-audit services, and a 

requirement for a report to be made to the PIE’s audit committee (or equivalent 

body) and 

• their regulation including a requirement for the regulator to take direct 

responsibility for inspecting, investigating and imposing sanctions in relation to 

audits of PIEs. 

 

Being a PIE does, in that case, have considerable impact on the nature of the audit 

relationship that an entity has.  

 
3. How have PIEs been defined  
 
To date the UK has broadly followed European Union precedent in defining PIEs as quoted 

companies plus a limited range of other entities within the financial services sector, including 

credit institutions and insurance undertakings. 

 
4. What is the reason for rethinking what a PIE is?  
 
The government now appears to believe the UK's current definition of a PIE may be too 

narrowly drawn and may exclude entities whose audit arrangements are a matter of public 

interest. As a result, it is consulting on expanding the definition of a PIE. 

 
5. This briefing 
 
This Audit Briefing reflects the opinion of the Corporate Accountability Network on this 

issue. It is not intended to provide a summary of the government’s view, which may well be 

subject to change, or those of others who have submitted to the government’s consultation 

process.   

 
6. What might a PIE be? 
 
The Corporate Accountability Network welcomes an extension to the definition of a public 

interest entity. We believe that the recognition that there are entities which are PIEs is 

important. It is our belief that there are significantly more PIEs than the current definition 

recognises. 

 

We would suggest that a PIE is any entity that has macroeconomic significance. This 

contrasts with normal opinion on the nature of private sector companies. It is commonplace 

to think that firms are microeconomic entities. The whole economic theory of the firm is built 

on the premise that they are.  
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So too has auditing been based on the logic that the entity being audited is a 

microeconomic concern. It has been assumed (as is clear from the IFRS definition of the 

purpose of accounting5) that audited entities only have consequence for a limited range of 

‘insiders’ within the entity itself, including its shareholders who can clearly be defined in that 

way, and that broader responsibilities or consequences of their existence can be ignored 

during the audit process.  

 

We do not agree with this view.  Since the 2008 Global Financial Crisis the idea that some 

firms are ‘too big to fail’ has been commonplace. This description was originally used to 

describe banks6 but has also been used to describe the Big 4 audit firms themselves7. We 

are now aware that the failure of even relatively minor entities can have significant 

macroeconomic consequence8.  

 

It is important that we make clear what we mean by macroeconomic consequence. We 

suggest that this is indicated by the likelihood that a loss that will fall upon society at large 

as a consequence of the failure of the entity.  

 

That cost may be direct e.g. in having to make settlement of obligations that should have 

been due by the failed PIE. An example might be the cost of repatriating customers 

stranded abroad when a holiday company fails. Having to bear the burden of 

decommissioning costs to limit environmental harm might be another such example.  

 

Alternatively, the costs may be consequential e.g. in terms of cost to a community as a result 

of the loss of a major employer requiring government intervention to support economic 

regeneration.  

 

It would therefore seem appropriate to consider that any entity capable of having 

macroeconomic impact if it fails is a public interest entity. This would be true even if that 

impact is concentrated in one relatively small location. As such we suggest that income of 

£100 million will be sufficient to identify a PIE, whilst employment of an average of 500 

people will also always be sufficient for this purpose.  

 

There will also be some entities that will always meet the criteria for being PIEs. We suggest 

the following initial list: 

 
5 See references for elaboration as to source 
6 https://economistsview.typepad.com/economistsview/2010/09/too-much-too-big-to-fail.html  
7 https://www.forbes.com/sites/hbsworkingknowledge/2013/02/04/are-the-big-four-audit-firms-too-big-to-

fail/?sh=7271a60f4428  
8 The failure of Greensill Capital is a recent obvious example.  
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• All quoted companies, whatever market they are quoted upon; 

• Devolved governments; 

• Local authorities excluding parish councils; 

• Semi-autonomous government agencies e.g. Companies House; 

• UK state owned companies9; 

• NHS trusts; 

• Universities; 

• Other charities that are determined by the regulator to be, as a result of their 

activities, key to the provision of government services;  

• Those running school academies if more than five schools are operated in any one 

local authority area; 

• Other entities that a regulator deems to be a PIE that do not meet any other criteria. 

 

It is our suggestion that legal form and the purpose of an entity will be inconsequential if an 

entity’s potential macroeconomic impact is the criteria for determining which entities are 

PIEs. 

 

As a consequence, whilst we suggest that guidelines on certain attributes (e.g. listed, AIM 

listed, turnover, number of employees, etc) will be of use in determining which organisations 

are PIEs, they will be insufficient to indicate all entities likely to be considered to be PIEs. 

This is because all definitions can have unintended consequences, and one of those that 

might result from such a rigid approach is the abuse of such rules. For example, to avoid 

being a PIE it is possible that some entities may cease to operate under apparent common 

legal control e.g. through a single parent company, and might instead become loose 

federations of entities operating in a manner that apparently avoids the requirement that 

they either present group consolidated accounts showing a true and fair view, or to be 

recognised as a PIE10. This potential abuse has to be avoided.  

 

In that case it is as our recommendation that the regulator (ARGA) should have the power to 

deem any entity a PIE if it thinks it would have macroeconomic consequence in the event of 

its failure. 

 

We also recommend that any auditor should be obliged seek determination on the PIE 

status of any client from ARGA if they are in doubt as to its status and that failing to do so 

should be a regulatory offence.  

 

 

 
9 https://en.wikipedia.org/wiki/State-owned_enterprises_of_the_United_Kingdom  
10 An obvious example of a group of entities working in this loosely federated way are the firms that make up 
the Gupta Family Group Alliance (GFG) https://www.bbc.co.uk/news/business-57149731 
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7. Summary 
 
In our opinion any entity that might report consolidated income, incoming resources, or 

expenditure in excess of £100 million per annum or which employs more than 500 people on 

average during a year is a public interest entity, as is any other entity which a relevant UK 

regulator shall deem to be so either by the exercise of its own judgment due to their having 

identifiable characteristics that make them of macroeconomic significance or as a 

consequence of that regulator being asked for opinion on that issue.  

 
8. About the Corporate Accountability Network 
 
This briefing has been published by the Corporate Accountability Network11.  

 

The Corporate Accountability Network (CAN) recognises that accounting as a whole is 

facing a crisis of relevance since it is failing to meet the demands made of it by the users of 

the financial statements that the accounting profession produces. The Corporate 

Accountability Network exists to identify the causes of that crisis and offer solutions to it. 

 

CAN is pro-business and it is pro-accountancy. What it does not accept is the idea that 

accounts, accountancy and accounting exist solely to serve the interests of one group in 

society. They do not. Accountancy was created with a public purpose. CAN believes that it 

should fulfil that public purpose. 

 

What CAN argues is that accountancy can never fulfil that purpose unless it fulfils its 

obligation to account to all the stakeholders of a company, whether they be the suppliers of 

its capital; its trading partners; its employees; regulators; tax authorities and civil society – 

who are everyone it impacts whether or not it has a contract with them. 

 

CAN recognises that we live in a mixed economy where the state and private sectors co-

exist to meet our needs. That economic model has worked, and could survive long into the 

future, even with the challenges that issues such as climate change create. But that will only 

 
11 Corporate Accountability Network Limited 

33 Kingsley Walk, Ely, Cambridgeshire, CB6 3BZ 

 

+44 (0) 777 552 1797 

richard.murphy@corporateaccountabilitynetwork.org  

www.corporateaccountabilitynet.work  

 

Registered at the above address. Registered number 11791864 
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be true if business continues to enjoy the confidence of those who provide it with its licence 

to operate – which is society at large. It will not do that unless business accounts to everyone 

in society. The Corporate Accountability Network exists to show that accounting in this way 

is possible, necessary and achievable. 

 

9. About the author of this Audit Briefing  
 
This Audit Briefing has been produced by Professor Richard Murphy. Richard is Professor of 

Accounting, Sheffield University Management School12 having previously been Professor of 

Practice in International Political Economy at City, University of London. He is a Fellow of 

the Institute of Chartered Accountants in England and Wales, from whom he holds a UK 

practicing certificate, entitling him to practice as a chartered accountant. 

 

Richard was senior partner of an accounting firm for more than a decade before becoming 

involved in tax justice campaigning. He co-founded the Tax Justice Network13, the Fair Tax 

Mark14 and Finance for the Future15. He founded Tax Research UK16. He co-created the 

Green New Deal17. He is founder-director of the Corporate Accountability Network18. 

 

Richard created the concept of country-by-country reporting19, which is now in use in more 

than 90 countries around the world to identify tax abuse by multinational corporations as a 

result of backing for it provided by the Organisation for Economic Cooperation and 

Development20. 

 

Richard has created the concept of sustainable cost accounting21. 

 

Richard has authored a number of books including The Courageous State and The Joy of 

Tax.  He blogs, usually daily, at Tax Research UK and is a frequent commentator in the 

media on tax and accounting issues. In both 2019 and 2020 the Institute of Chartered 

Accountants in England and Wales named him as the top social media influencer on 

accounting issues in the UK22.  

 
12 https://www.sheffield.ac.uk/management  
13 https://taxjustice.net/  
14 https://fairtaxmark.net/  
15 https://www.financeforthefuture.com/  
16 https://www.taxresearch.org.uk/Blog/  
17 https://greennewdealgroup.org/about-the-group/  
18 http://www.corporateaccountabilitynet.work/  
19 http://visar.csustan.edu/aaba/ProposedAccstd.pdf  
20 https://www.oecd.org/tax/beps/beps-actions/action13/  
21 http://www.corporateaccountabilitynet.work/projects/sustainable-cost-accounting-the-essential-guides/  
22 https://www.icaew.com/about-icaew/icaewroar/icaewroar-top-online-uk-influencers-accountancy-2020  
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