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EU Audit reform - Germany

Mandatory 

audit firm 

rotation 

Non-Audit 

Legislation entered into force 

in 2014 

Scope: Public Interest Entities 

(PIE)

External Rotation after 10 

years max

Member States derogation 

for extension of rotation up 

to  

20/ 24 years

Transitional Regime until  Prohibited NAS Fee-cap (70%) 

10 24
PIE

Preapproval

No rotation extension option  

for banks and insurance 

companies
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Non-Audit 

Services

(NAS)

Further 

Requirements

Transitional Regime until  

2016

Prohibited NAS Fee-cap (70%) 

Requirements to auditor 

selection process

Requirements to the audit 

opinion

Sanctioning of violations by 

Supervisory Board or Audit 

Committee 

2016

Preapproval



Key Audit Matters (KAMs)

Improvement of the of the Improvement of audit quality by possibly 

Background: The EU audit reform
Content of the independent auditor’s report

Adding content to the independent auditor’s report for PIEs by KAMs or by the 
“most significant assessed risks of material misstatement” (Art. 10 EU 
Regulation) or by KAMs (ISA 701)
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Improvement of the informative value of the 
independent auditor’s report, but no 

substitution for compulsory financial statement 
disclosures, modification of audit opinion.

Sharpening of awareness of management and 

the supervisory body for the explanation in the 
independent auditor’s report.

Improvement of audit quality by possibly 
enhanced awareness for individual issues due 
to the additional reporting duties.

More intensive communication between
auditor and supervisory body, in particular
concerning the KAMs.
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Key Audit Matters (KAMs)

Important changes:

► Potentially extended 
reporting on the going 
concern assumption 

► Reporting on key audit 
matters

► Name of engagement 
partner

► Title
► Recipient

Boilerplate 
possible?

Audit opinion

Basis for opinion

► Report on the audit of the financial statements

1

2

Background: The EU audit reform
Structure of the new (ISA) independent auditor’s report

Page 4

partner

► First appointment of 
auditor

► Non-audit services

Increasingly individual 
content

Basis for opinion

► Name of the engagement partner
► Place, date and auditor’s signature

Key audit matters (KAMs)

Management’s responsibility

Auditor’s responsibility

► Other legal and regulatory disclosures

Report on the audit of the management report

Other regulatory requirements (particularly from Art. 10 EU Regulation) 

2

3

4

5

6

7
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Art. 10 of the EU regulation requires an assertion of the following to support
the audit opinion

A description of the most 
significant assessed risks of 

A summary

of the auditor’s response to 

if appropriate, key findings, 
that arise with

Key Audit Matters (KAMs)

Reporting on KAMs
Requirement of the EU regulation (PIEs) and ISAs
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significant assessed risks of 
material misstatement, 
including assessed risks of 
material misstatement due to 
fraud

of the auditor’s response to 
those risks
and

that arise with
respect to those risks

The description of the “most significant assessed risks of material misstatement” as 
defined by Art. 10 of the EU regulation and the KAMs according to ISA 701 deviate in
wording, but can be qualified as equivalent. 

I II III
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Risk types in year 2

Management Override of Control
Fraud in Revenue Recognition

Goodwill Impairment
Asset impairments (not goodwill)

Assets Held for Sale
Taxation

Revenue not Fraud
Provisions

Legal Provisions
Acquisitions/Disposals

Key Audit Matters (KAMs)

Practical case studies
Practical experience from the UK - annual financial statements 2015
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0 20 40 60 80 100 120 140

Acquisitions/Disposals
Investments

Pensions
Financial Instruments

Insurance
Property Valuation

Controls
Exceptionals

Development Costs
Mining/Oil/Gas Accounting

Going Concern
Share Based Payments

Accruals
Capitalisation

Valuation of Inventories
Accounting for long-term/complex contracts

Supplier Rebates, discounts, incentives
Contingent Liabilities

IT related

Source: FRC analysis FTSE 100 FTSE 250 FTSE 350

Number of times risk included in our sampled reports (absolute values not %)
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Goodwill/impairment

Uncertain tax positions

Held for sale/discontinued operations

Revenue recognition

Restructuring

Pensions

Key Audit Matters (KAMs)

Practical case studies
Practical experience from the Netherlands - (financial statements 2014)

Which KAMs 
are 
presented?
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0 5 10 15 20

Pensions

Claims

Valuation real estate

Management override

Source: FRC analysis

How many 
KAMs are 
presented?

Index Number Average Range

AEX 45 4.5 3 – 6

AMX 33 3.3 2 – 5

ASCX 20 2.5 1 – 4

Share
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Key Audit Matters (KAMs)

► The matter that the auditor determined as key 

audit matters or

► that the auditor determined that no key audit matters are to be 
communicated

Communication with the supervisory body

The auditor has to 
communicate with 
the supervisory 
body
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► To inform them about the KAMs

► To give them an opportunity to discuss these early with the auditor

► Give the supervisory body the possibility to decide whether further or 
improved disclosures in the financial statements by the company’s 
management would be useful, in the light of the fact that these disclosures 
are presented in the audit opinion

► Those disclosures are also to be communicated that are reported due to 
laws or other regulations and not as KAMs in the independent auditor’s 
report

Communication 
objective
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Resources
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► EY Pocketguide on the audit reform
(in German and English)

► Current brochure, September 2016

Neuer Prüfer, neue Perspektiven?

We show you how to deal with the EU Audit reform 

and the AReG [“Abschlussprüfungsreformgesetz”: 

Regulation on specific requirements regarding statutory audit] 

Visit our website

www.de.ey.com/abschlusspruefungsreform
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Thank you
for your attention!
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EY | Assurance | Tax | Transactions | Advisory

Die globale EY-Organisation im Überblick

Die globale EY-Organisation ist einer der Marktführer in der Wirtschaftsprüfung, Steuerberatung, 
Transaktionsberatung und Managementberatung. Mit unserer Erfahrung, unserem Wissen und 
unseren Leistungen stärken wir weltweit das Vertrauen in die Wirtschaft und die Finanzmärkte. 
Dafür sind wir bestens gerüstet: mit hervorragend ausgebildeten Mitarbeitern, starken Teams, 
exzellenten Leistungen und einem sprichwörtlichen Kundenservice. Unser Ziel ist es, Dinge 
voranzubringen und entscheidend besser zu machen — für unsere Mitarbeiter, unsere Mandanten 
und die Gesellschaft, in der wir leben. 
Dafür steht unser weltweiter Anspruch ”Building a better working world“.

Die globale EY-Organisation besteht aus den Mitgliedsunternehmen von Ernst & Young Global 
Limited (EYG). Jedes EYG-Mitgliedsunternehmen ist rechtlich selbstständig und unabhängig und 
haftet nicht für das Handeln und Unterlassen der jeweils anderen Mitgliedsunternehmen. Ernst & 
Young Global Limited 
ist eine Gesellschaft mit beschränkter Haftung nach englischem Recht und erbringt keine 
Leistungen 
für Mandanten. 

Weitere Informationen finden Sie unter www.ey.com. 

In Deutschland ist EY an 22 Standorten präsent. ”EY“ und ”wir“ beziehen sich auf alle deutschen 
Mitgliedsunternehmen von Ernst & Young Global Limited. 

© 2016 Ernst & Young GmbH 
Wirtschaftsprüfungsgesellschaft

All Rights Reserved.

www.de.ey.com



New reporting requirement for the audit report

Existing regulation: Sec. 321 HGB

► Audit report as special feature of German tax law

Following rulings are valid from 17 June 2016:

► Audit report of non-PIEs: (only) Sec. 321 HGB applies

+
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► No significant changes to current practice 

► Audit report of PIEs: Sec. 321 HGB and Art. 11 EU Regulation apply

► Provision on content that exceeds the previous German audit report

Relevant for you:

► The AReG distinguishes between PIEs and non-PIEs, because the requirements of the EU 
regulations are not also transferred to HGB

► Stronger focus on recipients
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VI. New reporting requirements
in the audit report

Key requirements pursuant to Art. 11 EU Regulation on the audit report
that exceed the previous reporting:

Description
of audit approach

Materiality 

Detailed description of audit approach for each balance sheet item 
(assertion-based/substantive or test of controls)

Disclosure of materiality for the financial statements as a whole and, if 
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Materiality 
thresholds

Effects of 
valuation 
changes

Disclosure of all 
auditors
involved

applicable,
for individual balance sheet items, business transactions, disclosures

Disclosure of (quantitative/qualitative) effects due to
changed valuation methods and parameters

Disclosure of all audit firms
involved in the audit of the (consolidated) financial statements
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