Amendments to
PCAOB Interim
Independence
Standards and PCAOB
Rules to Alignh with
Amendments to Rule
2-01 of Regulation S-X

Comparison to Existing
Standards and Rules (PCAOB
Release No. 2020-003)

December 2020

PUBLIC COMPANY ACCOUNTING
OVERSIGHT BOARD



On November 19, 2020, the Public Company Accounting Oversight Board adopted amendments to the
interim independence standards and rules of the Board, as reflected in “Amendments to PCAOB Interim
Independence Standards and PCAOB Rules to Align with Amendments to Rule 2-0O1 of Regulation

S-X," PCAOB Release No. 2020-003. The amendments are not yet effective, pending approval by the
Securities and Exchange Commission.

This comparison document was prepared by staff of the Office of the Chief Auditor as a reference tool
for the amendments presented in the PCAOB release. It shows changes from the existing standards
and rules, with added text underscored and deleted text striekenthroagh.

TEXT OF THE AMENDMENTS

l. ET §101.02 is amended by deleting subparagraph 4 to paragraph A to read as follows:
A. During the period of the professional engagement "* a covered member

1. Had or was committed to acquire any direct or material indirect financial interest in the
client

2. Was a trustee of any trust or executor or administrator of any estate if such trust or estate
had or was committed to acquire any direct or material indirect financial interest in the
client and

The covered member (individually or with others) had the authority to make
investment decisions for the trust or estate; or

il. The trust or estate owned or was committed to acquire more than 10 percent of the
client's outstanding equity securities or other ownership interests; or

iii. Thevalue of the trust's or estate’s holdings in the client exceeded 10 percent of the total
assets of the trust or estate.

3. Had a joint closely held investment that was material to the covered member.
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I. ET §101.02 is amended by deleting subparagraph (c) to paragraph 2 under the heading
“Application of the Independence Rules to Covered Members Formerly Employed by a Client
or Otherwise Associated With a Client” to read as follows:

2. Was otherwise a covered member with respect to the client unless the individual first
dissociates from the client by—

(@) Terminating any relationships with the client described in interpretation 101-1.C [ET section
101.02];

(b) Disposing of any direct or material indirect financial interest in the client;

fn* Terms shown in boldface type upon first usage in this interpretation are defined in ET section 92, Definitions. [Footnote
added, July 2002, to reflect conforming changes necessary due to the revision of interpretation 101-1]
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(c) [Deleted

(d) Ceasing to participatef'in all employee benefit plans sponsored by the client, unless the
client is legally required to allow the individual to participate in the plan (for example, COBRA)
and the individual pays 100 percent of the cost of participation on a current basis; and

(e) Ligquidating or transferring all vested benefits in the client's defined benefit plans, defined
contribution plans, deferred compensation plans, and other similar arrangements at the
earliest date permitted under the plan. However, liquidation or transfer is not required if a
penalty 2 significant to the benefits is imposed upon liquidation or transfer.

1. ET §101is amended by deleting paragraph .07, Interpretation 101-5 of the AICPA Code, to read as
follows:

[.07]
101-5 - Loans from financial institution clients and related terminology.

[Paragraphs deleted.]

fn1 See Ethics Ruling No. 107, “Participation in Health and Welfare Plan of Client” [ET section 191.214-.215], for instances in
which participation was the result of permitted employment of the individual's spouse or spousal equivalent.

fn2 A penalty includes an early withdrawal penalty levied under the tax law but excludes other income taxes that would be
owed or market losses that may be incurred as a result of the liquidation or transfer.
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\V ET §191is amended by deleting paragraph 75 to read as follows:

[75.] Membership in Client Credit Union

[Paragraphs .150-.151 deleted.]

V. ET §191 is amended by deleting paragraph 91 to read as follows:

[91.] Member Leasing Property to or From a Client

[Paragraphs .182-.183 deleted.]
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VI ET §191is amended by deleting paragraph 98 to read as follows:

[98.] Member’s Loan From a Nonclient Subsidiary or Parent of an Attest Client

[Paragraphs .196-.197 deleted.]

VII. ET §191 is amended by deleting paragraph 110 to read as follows:

[110.] Member is Connected With an Entity That Has a Loan to or From a Client

[Paragraphs .220-.221 deleted.]
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VI, Rule 3501 is amended by revising paragraph (a)(ii) to read as follows:
(a)(ii) Affiliate of the Audit Client.

The term “affiliate of the audit client” has the same meaning as that term is defined in Rule 2 01 of
the Commission's Regulation S-X, 17 C.F.R. § 210.2-01(f) (4). rrears—

IX. Rule 3501 is amended by revising paragraph (a)(iii)(3) to read as follows:
(3) Forauditsofthefinanciatstaternentsof-foreigrprivateissuers-the The "audit and professional

engagement period” does not include periods ended prior to the first day of the last fiscal year
before the foretgrprivate issuer first filed, or was required to file, a registration statement or
report with the Commission, provided there has been full compliance with applicable Rerre-
eeurtry independence standards in all prior periods covered by any registration statement or
report filed with the Commission.

X. Rule 3501 is amended by revising paragraph (i)(ii) to read as follows:
(i)(ii) Investment Company Complex.

tHh—The term “investment company complex” has the same meaning as that term is defined in
Rule 2-01 of the Commission’s Regulation S-X, 17 C.F.R. § 210.2 O1(f)(14). iretuees—
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