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What is the result? 
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 Directive 2014/56/EU amending Directive 

2006/43/EC: All statutory audits within the EU 

 NEW Regulation 537/2014: Audits of PIEs 
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When will this take effect? 
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17 June 2016 

Directive need to be transposed into 
national laws 

Most of the provisions in the 
regulation take effect 

16 June 2014 

Entry into force Transitional arrangements start to take effect 

27 May 2014 

Publication in the Official Journal of the EU 
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Main Reform Provisions 
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Directive 

 Definition of PIE 

 More specific provisions in areas of 

 Independence and objectivity 

 Quality assurance, investigation and sanctions 

 Internal organisation of audit firm & audit work 

 ISA adoption: EC development process 

6 

Determines the scope 

of the Regulation 
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Definition of Public Interest Entities (PIEs) 
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- Same definition as in the Accounting Directive 
2013/34/EU (and similar to the 2006 SAD) 

 

 

 

 

 

* 2006 SAD – option to exclude PIEs from some 
requirements if not listed 

 
 

 

PIEs 

 

Listed companies 
Credit institutions 
Insurance undertakings 
Other entities designated 

  by Member States 
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Definition of PIEs in Europe 
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Exemptions from the definition Additionally designated entities 
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Quality assurance and public oversight 

 Quality assurance reviews (QAR) 
 Frequency depending on risks and if PIE/non-PIE 
 Proportionate to the scale and complexity of audited entity 

 Competent Authority (CA) has ultimate responsibility for: 
• Approval & registration of auditors 
• Adoption of relevant standards 
• Continuing education 
• Quality assurance system  
• Investigative & administrative disciplinary systems 

QAR, investigations & disciplinary matters can no 

longer be delegated to PAOs for PIE audits  
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Public oversight - challenges 

• Change in responsibilities of oversight 

bodies and delegation to the 

professional bodies 

• Creation of CEAOB: what role will they 

play? 
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1. Auditor reporting 

 All entities 

 exception reporting if going concern issues 

 

 PIEs only 

 most significant risks of material misstatements 

Basic requirements in 

2013 Accounting 

Directive 

Regulation 
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2. Prohibition of Non-Audit Services 
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Prohibited 

NAS 

 

• Tax services 
• Involvement in the management 

or decision making  
• Bookkeeping 
• Payroll 
• Designing or implementing 

internal controls 
• Valuation services 
• Services linked to the financing, 

capital structure etc. 

PIEs only 
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2. Prohibition of Non-Audit Services 
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When does the prohibition FIRST apply? 

• For the audited financial year 
(Financial year – ending as from  

      17/06/2017, eg. 2017)  
 

• The financial year preceding the audited period 
(Financial year – ending as from 17/06/2016, eg. 
2016) 

All 

blacklisted 

Internal 

controls and 

risk 

management 
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Average 80 
70 % = 56 

70 % 

Limitation of permitted NAS 

PIEs only 
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Prohibition of NAS - challenges 

• Choice between audit and provision of 

prohibited NAS for the same audit client 

• Planning ahead – cease the provision 

of NAS if the auditor wants to tender 

• Monitor the fees on permitted NAS to 

comply with the cap 
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3. Mandatory audit firm rotation (MAFR) 
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 Transitional arrangements apply 

 Extension options 

 Tender – additional 10 years 

 Joint audit – additional 14 years 

In some EU 

Member States, 

already set 

differently 

Min - 1 year 

Max - 10 years 

Cooling-off  - 4 years 
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Timeline for transitional measures  
 

 

End End  End  

June 

2020 

Entry into  

force 

10 Years 

June 

2016 

June 

2023 

2 Years 

9 Years 

Mandate in place 

 20 years at entry 

into force 

Mandate in place  

11 years < 20 years 

at entry into force 

* All other mandates in 

place before entry into 

force and still in force 2 

years after entry into 

force 
Effective  

Date 

6 Years 

June 2026  

(at the latest, depending on when 

the engagement started) 

June 

2014 

      *EC - Different interpretation 

 MAFR applies retrospectively – 

1st rotation by June 2016 at the 

latest 
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MAFR – challenges 

• Transitional arrangements => 

avoiding the cliff-effect 

• Cross-border effect of different 

rotation periods in different MS 

• Increased tendering activity => 

preparation for tenders, monitoring 

the market 
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International Standards on Auditing (ISAs) 

• ISAs to be adopted by the European Commission 

• Areas to be covered by the adopted ISAs  

• Audit practice 

• Independence 

• Internal quality controls of statutory auditors and 
audit firms 

19 
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General challenges ahead 

• Interpretation of the provisions  

• Disruption caused by cross-border 

differences and divergent national 

frameworks  

• Different initiatives of national sectorial 

regulators (banking) - possible disruptions 

between sectors  

• Defining the scope of the Regulation 

(definition of PIEs) 
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In summary, challenges bring opportunities 

• Enhanced engagement with stakeholders 

  REDUCING THE EXPECTATION GAP? 

• Disclosure of more valuable and relevant 

information 

  INCREASED VALUE OF AUDIT? 

• MAFR and prohibition of certain NAS 

  PUSH TO DEVELOP     

  ALTERNATIVE ALLOWED SERVICES? 
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Looking ahead 
   …beyond the audit reform 

• The audit profession should be more self-

critical and self-questioning 

 

 

 Improving quality both in corporate reporting and 

audit & assurance 

 Making our services the most relevant possible 

Embrace change 

Be innovative 
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Looking ahead 
   …beyond the audit reform 

 

 • FEE launched a discussion 

paper on the Future of Audit 

and Assurance 
 

• …to be continued 

at the FEE Audit 

Conference 
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Looking ahead 
   …beyond the audit reform 

 Over-focus on financial information  

=> develop beyond numbers to better meet 

stakeholders needs 
•  i.e. assurance on the front half of annual report 

 Future skill-set 
=> critical importance of IT and “soft skills”  

 Auditor communication 
• Is expressing audit opinion enough? 

• Positive assurance on going concern? 

The discussion outcome so far 
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Looking ahead 
   …beyond the audit reform 

Audit quality indicators 
 A lot of initiatives in this field 

• Global: Global Public Policy Committee (GPPC) 

• US: US Center for Audit Quality (CAQ) 

• Europe: NBA (Dutch professional body) 

• Asia: Accounting and Corporate Regulatory Auditory (ACRA) 

All about audit quality 

Chance for the profession to move ahead of the 
regulators and enable objective ranking of auditors 

based on audit quality. 
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FEE projects connected to the 

implementation process 
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Tables of Options available in 

both texts 

Regulation Directive 
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Factsheets 

General Factsheet SME Factsheet 
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Briefing Papers 
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... Beyond the audit reform 

FEE opens a discussion on the Future of audit 

and assurance 
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http://www.fee.be/images/Future_of_Audit_and_Assurance_Discussion_Paper_1402.pdf
http://www.fee.be/images/Future_of_Audit_and_Assurance_Discussion_Paper_1402.pdf
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Stay connected 
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Connect with European Professional 

Accountants 

FEE website 

Monthly e-newsletter 

@FEE_Brussels 

@FEE_SMP 

+FEE Brussels 


