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FEE adds value to Members

Representation
toward
stakeholders

Analysing and
Influencing public

policy
developments

Promoting
cooperation
among Members

EC, EP, Council, ESMA, EBA,
: EIOPA, 1I0SCO - IASB, EFRAG, IIRC,

IFAC |IAASB, IESBA, IPSASB, CAGS,
PCAOB, OECD etc.

Informs, advises & influences
EU & international regulation,
public policy, standard setting etc.

FaC|I|tates consensus between

; Instltutes accountancy firms (big &
%4"' small)...



2014 : FEE target priorities

Corporate Reporting
Public Sector ]

Tax (ﬂeW) FEE pays attention to the
challenges the SMPs face and

SM D Forum will face in the future

Audit & Assurance
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FEE current main workstreams In
the field of Audit and Assurance

EU Audit Policy 2014

Discussion Paper: The Future of
Audit and Assurance
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Some key challenges ahead for
the European profession [1/2]

In general
Extra-territorial effects
Trickle-down effects from PIEs to non-PIEs
Mandatory audit firm rotation (for PIES)
Implementation
Transitional arrangements
Non-Audit Services (for PIES)
Meaning and scope of some prohibited services
Calculation of the cap applicable to ‘permissible’
services fees

FEE
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Some key challenges ahead for
the European profession [2/2]

Auditor communication
More extensive audit report
« Statement on going concern assumptions (for all entities)
* List of key areas of material misstatements (for PIES)
Additional report to the Audit Committee (for PIES)

ISA adoption: when and what?
Cooperation of audit oversight bodies and Creation of
Committee of European Auditing Oversight Bodies (CEAOB)

Delegation of oversight tasks
Etc.
And so many options available to Member State

and Competent Authority ﬂEE
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FEE is committed to making this
work In practice

The Accountancy Profession’s

W W

thought leadership
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Online FAQ Options Tables

click here click here

The Accountaricy Profession

thought leadership

Option Table — 2014 Audit Regulation

The purpose of this document is to highlight the options available to Member States and Ct in the on statutory audit of
public-interest entities and thereby assist FEE Member Bodies and other relevant stakeholders in advising each European Union Member State as to the
selection of the most appropriate option.

Frequently Asked Questions - Audit Policy

Legend
European Directive on Statutory Audits of Annual and Consolidated Accounts and POF The document is formatted to follow the order of the Articles as contained in the 2014 Audit Regulation.
Regulation on Statutory Audit of Public Interest Entities
- CONTENT ExampLeES EXPLANATIONS
FEE 4 pRaseC X et Provk -
Normal text ’:u ;' that 2 competent authority may, UPOR 3 1\ of the Article containing the Member State option
Items in bold and underlined may request

Text in italics in quotations within [ The imposition of penalties, including sanctions Explanatory text taken verbatim from the Regulation in order to assist in the
square brackets and measures...”] understanding of the Article being discussed

|provision of tax services, services that involve
Text in italics contained within playing any part in the manogement of decision-
square brackets moaking process, bookkeeping ond preparing

accounting records and financiol statements...)

Additional information, which may be paraphrased and not taken verbatim from
the Regulation, inserted in the body of the Article to provide the context of the
Asticle being discussed without the necessity of referring to another Article

GENERAL This article reference number signifies, for example, Article 17, point 2, point (a).
Article reference numbers 17.2(3) The notation follows the logical progression within the 2014 Audit Regulation but
Is not used verbatim within it.

MS Member State

Abbreviation cA Competent Authority

nts therewith shall exceed a

Abbreviation 2014 Audit Regulation Regulation o udit is conducted in accordance with paragraphs 2 to S of Article 16
= = storutory auditor or oudit firm], ond takes effect upon the expiry of the
subparagraph of paragraph 1 ["Neither the initial engagement of a particulor statutory
with d therewith shall exceed o maximum duration of ten years"] and
ph 2 [MS may set @ maximum duration of less than ten years]; or
(b} twenty four years, where, after the expiry of the maximum durations referred to in the second subparagraph of paragraph 1 [*Neither
the initial engagement of a particular statutory auditor or audit firm, nor this in with ewith shall
exceed o maximum duration of ten years™] and in point (b) of paragraph 2 [MS may set a maximum duration of less than ten years],
more than one statutory auditor or audit firm simultaneously engaged, provided that the statutory audit results in the presentation of
the joint audit repart [..]".

This by FEE its knowledge and ability to ensure that it is accurs

"‘ *mmu document

je slso the option

extend the duration of the engagement

able to extend the duration of the engagement above ten years? 177 By way of derogation, Member States may require that key audit partners responsible for carrying out a statutory audit cease their

{ne Member Stotes will nave implemenicd the options aveilabic in e NG MS option | Participation in the statutory audit of the audited entity earlier than seven years from the date of their respective appointment

It depends on the Member
Regulation thst sllows exten.

Designation of 202 Member States may decide that the responsibility for ensuring that all or part of the provisions of Title lll [“Appointment of statutory
13. How can the duration of an audit engagement be extended? competent M option | uditors or udit firms”] of this Regulation are applied is to be entrusted 1o, as appropriate, the competent authoriies referred to in:
authorities (a) Article 48 of Directive 2004/33/EC; [investment firms]

of an sudit engagement o more than ten years and the possibility o have (b) Article 24(1) of Directive 2004/109/EC; [Transparency Directive for Security Market Entities]

er than ten years are lMember State options (c) point (h) of Article 24(4) of Directive 2004/109/EC; [Transparency Directive for Security Market Entities]

Srensssuee {d) Article 20 of Directive 2007/64/EC; [Payment services on the interal market)

(e) Article 30 of Directive 2009/138/EC; [Insurance and Reinsurance]

(f) Article 4(1) of Directive 2013/36/EU; [Credit institutions]

~ i.e. via a joint sudit - are simultansously appointed sfter orto other authorities designated by national law.
eport,

sibility to extend the durs
tation requirements that sre shos
An ten-yesr sudit engagement ma:

f 20 years, but only if a pub
if decided by & Member Stats

= Atotal pericd of 24 years, but only if two audit
the maximum duration period and present = join

Canditions of 2 The competent authorities may consult experts, as referred to in point (c) ofArticle 26{1) (.. expert’ means @ natural person, who has a
independence of CA | ¢, o prion | sPecific expertise in financilo markets, financial reporting, auditing or other flelds relevant for Inspections, including proctising statutory

auditors”], for the purpose of carrying out specific tasks and may also be assisted by experts when this is essential for the proper fulfilment
of their tasks. In such instances, the experts shall not be involved in any decision-making.

There are specific transitional rules. Flease re

details.

14. WWhat are the transitional arrangements for the provision on mandatory audit firm rotation?

Transitianal s

ngement will vary depending
rce In case the new legislati

the length of the sudit sppaintment st the date the new legislation
Id be published on 10 June 2014 and come into for 20 June

= Hthe aud

has

n place for 20 yea the first rotation must take place within six yzars, namely

Adsption of the Regulstion: 15 April 2014
Publicetion in the Official Journal: 10 June 2014 a Options available to Member States and Competent Authorities in the Regulation on statutory audit of public-interest entities
Entry into force: 20 June 2014

First rotation by: 30 Juns 2020 o appoint & new suditor o audit firm

- Ifthe suditor has been in place for betwean 11 and 30 years, the first rotation must tske plsce within nine yesrs,
namely

Adoption of the Regulation: 15 April 2014
Publication in the Official Journal: 10 June 2014

Entry into force: 30 June 2014

First rotation by: 30 June 2023 to appoint & new auditor or audit firm

= Othenwise, the new regime will apply two yesrs fram the legislstion implementation dste, namely

Adoption of the Regulstian: 15 Ay



http://www.fee.be/index.php?option=com_content&view=article&id=1410&Itemid=396
http://www.fee.be/index.php?option=com_content&view=article&id=1412:option-comparison-table-european-directive-on-statutory-audits-of-annual-and-consolidated-accounts-and-regulation-on-statutory-audit-of-public-interest-entities&catid=32:audit-assurance&Itemid=167

Amended Dir-mu

Unofficial advance version of amended Directive 2006/43/EC on
Statutory Audits of Annual and Consolidated Accounts, approved in

April 2014

Legend
The below document is meant to serve as an advance version of the full amended text of the Directive
2006/43/€C on Statutory Audits of Annual and C I d as app In Apell
2014, unofficially compilled by FEE. The is & to d h the original text
(Directive 2006/43/EC) and the new or amended text. Some notes have also been Included to facilitate
reading.

Content Exanamss Exnananons

Normal text This Directive rules L text of the Article.

Blue text 1 In Article 1 the following paragraph is added New or amended text of the Article.

Purple text [2014 Acdt Regulation] FEE note to facilitate reading.

The publication in the Official Journal (0J) of the European Union (EU) is expected by mid-May 2014.

Member states will have two years to transpose (adopt and publish) the pr
amended Directive after its entry into force, namely 20 days after

This document has been prepared by FEE to the
accurate and complete. FEE will not be held

e whish meste nat

T paint (b], where national legislation defines such audits as

al logal regquirsments

“statutory auditor” means a natural person who is approved in accardance with this Directive by the
campetent authorities of a Member State to carry out statutery audits;

*sudit firm® means a legal persan or any other entity, regardless of its begal farm, that i appraved in
accordance with this Directive by the competent authorities of a Member State to carry out statutory
audits;

o o
entity which is r rm in any Member State as a conseguence

¥
accordance with Article 3;

“third-cauntry audit
financial statements o
as a statutor
and 44;

" means a natural person wha carries out awdits of the annual
company incorporated in a third country, other than a person who
auditor in any Member State as 2 conseguence of owal in accordance with Articles 3

"group auditor” means the statutory auditor(s) or audit firm(s) carrying out the statutory awdit of
consolidated accounts;

“netwark™ means the larger striscture:

= which is aimed at cooperation and to which a statutory auditor or an audit firm belongs, and

Regulation {EU) Na /... [2014 Audit Regulation] of the Eurapean Parliament and of the Caunsil of ... on
specific reguirements regarding statustary audit of public-interest entities (00 L ..}

Unofficial advance version of the full amended text of the 2014 Audit Directive

Amendments table

Table ising the d

Legend

ts of the Directive 2006/43/EC on S

y Audits of A | and

Consolidated Accounts

The below document is meant to compare the original 2006 Statutory Audit Directive’ (left column) and the new 2014 Audit Directive’ (right

column). Some notes have also been included to facilitate reading.
Conrent Exammes
Normal text This Directive establishes rules conceming
Blue text L In Article 1 the following paragraph is added
Struck-through text - ——— D 7
Purple text ) {2014 Audit Regulation] =

EXPLANATIONS
The text of the Article (old or new).

Narrative text included in the 2014 Audit Directive, explaining how the 2006
text Is being amended.

Text from 2006 Audit Directive that has been deleted or replaced in the 2014
Directive.

FEE note to fadlitate reading.

The publication in the Official Journal (0J) of the European Union (EU) is expected by mid-May 2014.

Member states will have two years to transpose (adopt and publish) the provisions to comply with the amended Directive after its en

namely

This document has been prepared by FEE to the best of its knowledge and ability to ens:

20 days after the OJ publication.

liable for any loss or damage arising from any inaccuracies or omissions within

e —

'--___i

12

ing points 17 to 20 are added.

17. "medium-sized undertakings” means the undertakings referred 1o In Article 1[1)
and Artide 3(3) of Directive 2013/34/EU of the European Parliament and of the
Council’;

18, "small underiakings® means the undertakings referred ta in Article 1[1} and Article
3[2) of Directive 2013/34/EU;

19. "home Member State™ means a Member State in which a statutory auditor or audit
firm is approved in accordance with Article 3(1);

20 “host Member State” means 2 Member State in which a statutory auditor approved
by his oe her home Member State seeks to be also approved in accordance with Article
14, or a Member State in which an audit firm approved by its home Member State
seeks to he registered or is registered in accordance with Article 3a

Chapter Il: Approval, Continuing Education and Mutual
Articke 3

Approval of Statutary auditars and audt firms

1. A statutary audit shall be carried out anly by statutory auditors or audit firms which
are approved by the Member State requiring the statutory audit.

3. Article 3 Is amended as follows:

= = el —desig Hheh—shali—be | (2] paragraph 2 Is amended as follows:
Sarappraving SENTS sl (i} the first subparagraph is replaced by the following:
Each Member State shall designate the competent authorlty to be responsible for
approwing statutory auditors and audit firms.
The may b peouided that thay asa (if) the second subparagraph Is deleted;

sublect te-asystem-of public oversight as provided for n-Chapter VHi:
3. Without prejudice to Article 11, the competent authorities of the Member States
May approve as statut: auditors anly natural persons who satisfy at least the

1

Directive 2013/34/EU of the European Parliament and of the Council of 26 June 2013 on the annual financial C financial

and related reports

of certain types of undertakings, amending Directive 2006/43/EC of the European Parllament and of the Council and repealing Council Directives 78/660/EEC and 83/349/EEC

(011 182, 29.6.2013, p. 19).

5 Table summarising the amendments of the Directive 2006/43/EC on Statutory Audits of Annual and Consolidated Accounts
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Factsheet — main provisions

General Factsheet relevant to SMPs/ SMEs

Feduration ot Buropsen Avcountants Federation of European Accountants
F E E s Tapart o dos Experts

F h Fact h t l
Standing for trust and lntegrity Standing for tri. N
ft

April 2014 April 2014
it
EU Directive on Statutory Audits of Annual and Consolidated Accounts 3

Sl § " and
EU Directive on Statutory Audits of Annual and Consolidated Accounts . ) . . ¥
id EU Regulation on Statutory Audit of Public Interest Entities: u
2
EU Regulation on Statutory Audit of Public Interest Entities Main Provisions relevant for Small and Medium-sized Undertakings
Background
B In April 2014, new legislation on audit policy reform was approved which consists of a Directive and a Regulation, namely: -
ackground

9 . A revision of the Statutory Audit Directive (SAD) (ZIIDGMJIEC)' containing a series of amended and new requirements =

licable to all statuts dits within the E Unie EU) (h ifter “the 2014 Directive”). This Directi ill

The Eiropean Uk (E1) Akt ket ek bagen ' 2010 wih 2 Eisopaan Canmésson Creukaon Green et b arepased b Marmes Sates i e nar s Wi e yades aer 15 sy s force et
Paper enttied *Audit Poilcy. Lessons fom Me Crisis™. Afler Vs consuftation process, the Eurpean PO ¥e ; u

Commission released Iis Proposas on 30 November 2011 Inciudng 3 revision of the Statutory A - A Regulation applicable only to statutory audit of Public Interest Entities (PIEs) (hereafter “the 2014 Regulation”).

Directive (SAD) (20064 EC) appicabie 10 Jl statutory audits within the EU and 3 Regulats This technically comes into effect 20 days after publication in the Official Journal. Nevertheless, mainly due to the fact that
1o statutory 3udt of Pubiic Interest Entities (PIEs). ance underakings that are of this Regulation refers to the Directive, there is also a two-year delay in the application of most provisions included in the o
The two texts were negotiated wider e OrNary legisiative ProcedLg 65, heir sze: or the nurmer af their Reguiaton o
the ®nal Directive* and WI’ have been decided oo The legislation will be applicable in all European Union (EU) Member States and in the countries of the European Economic bt
pudication In the Offcial Joumal (OJ) of e EU, expectadffied  Howewer, the ldentMcation of PIES |8 now cructal to Area (EEA), being Iceland, Liechtenstein and Norway. -

8 of the 2014 Reguiation.

S Fackhenl. FEES: iR Small- and Medium-sized Practices® (SMPs) and Small- and Medium-sized Enterprises (SMEs)

TSRS 288 ot et and its Members. This Factsheet is focused on the provisions included in the Direct]

ity G rglevarlt for SMEs anfi SMPs. For general and ulhe( FIOVISIDHS, reference is o audlt Nirm shall undergo a quallty assurance
The amendsd text of the 2014 Dirsctive is more q:euncm e 2006 SAD on he subject of Independnce Directive and Regulation published on the FEE website". Thres yaars for the statutory audtors or Sudlt firms
and objectvity. the risk analysls performed. The 2014 Regulation sxciudes

The definition, size criteria and thresholds for small undertaking

The requirement of Indepengdence from the audiad entily Is put not only on the statutony audtor ar Judlt Amm, bt . cases wherz the PIE audibed s an SME, and thus the maxdmum

now A0 on “any NatrE person In a postion o drechy or indirectly Inence the: cutcome of Me statitory Ty-auitng 'g‘ﬂ?;:{“:fggx‘;ﬁfed N e 2013 AU e iatiom, Articse 26 (2]

audrr. P

o thrests tn Independence ar mentcnen Direcitve N

Some o me Btel = In tne 2014 ananciloe: According to the 2014 Reguiation, undertakings with reducsa market capitallsation or small and medlum-&lzed PIEs are
»  Sefreview, sefnterest and advocacy. relleved from ihe requirement to organlse a seleclion procedure as per the orlterla lald down In Articie 15 (3) [2014
=  Financial, personal, empioyment, business or other relationships: with the audited eniity; Regulation, Articie 1€ (4]].

s Hoding 3 maierdal and direct beneficial interest or engaging In any fansacion with financlal
Instuments of ihe Audted ently (excep! Interess cwned Indrecty DN diersited collectie
Investment schismes";

. Wmmmaummmmmmm@mm;

Abourt
® This defintion s S same as In e 013 ACCounng Directve, Artics 2 (1 FEE (Fédération dec Experts-oompiables Européens - Federation of ks an mon-profit
, cliewrdes surcpa ol evlinSensl e iSery doTune 00 L2013 182 001 & IS EN-POR organisation baced In Brossels that rapresents. 48 Insitubes of profecslonal scocuntants and asdiors from 38 European oouniries,
5 2014 Dimctive, Articie 22(1) Inglusing sl of the 28 EU member ciztes.
2014 Directive, Articie 22 (2, 4, 5 and §)
# L afien referred o os managed funds, such as pension funds or He insurance FEE has 3 combined memberstig of more than 500,000 professional accountants, working In difersnt capacities In public practice, smal and
fanpe firmes, of &l simes, and education — = of whom conirbete to & more efident, ansparent and

sustainabie European economy.

dwnrvim o Aucdergherm 7226 » B-1040 Brusseats = Tol 432 (012788 J085 « Fir 4302 (12 790 11 12 macwtartalifon b« wwn fia b

Aomccution, iteTiebonsls reconrue  Amite Aovel o S 30 Sewmien T8 Eownrrom o Auderghern S8 « B 080 Brusmetu s Tait +53 {Bi 255 4588 « Fa #302 4002 251 11 12 v smcrwtariusgirine. be = www fom be

Asmoxiution seconsue gas At Aoyel en dule du 38 décermbve 1988
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Discussion Paper:

The Future of Audit and
Assurance
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Outcome of the Project

F’AEIE ration dec Experts
/

Opening a discussion:

The Future of
Audit and Assurance

Developing a vision for the
future scope and scale of audit
and assurance

Engaging with outside
stakeholders in order to find
solutions

We are starting a
journey !
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Discussion open !

Online survey set to grasp
responses

https://www.surveymonkey.com/s/discus
sion future of audit and assurance

Follow-up events and
meetings are envisioned

Please help ! The more views
we collect, the further we can
develop this project



https://www.surveymonkey.com/s/discussion_future_of_audit_and_assurance
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Our Focus for the Future of Audit
and Assurance

Enhance quality in our day-to-day activities

Improve our output: the auditor communication

Develop and deepen services that are more

relevant by better responding to stakeholders’
needs

FEE
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All about Audit Quality

Quality determined by (global) standards: key
distinguishing element for the profession

Standards, yes, but not

\only/

Need to promote professional scepticism at the
heart of our profession
Demonstrate the application of the ethical

fundamental principles: professional ethics is and
should continue to be the bedrock of the profession in

the future IiEE




The Profession’s Fundamental ;
Principles

Integrity
Objectivity

Professional Competence and Due Care

Confidentiality

Professional Behaviour

Ethical behaviour
Fundamental for public trust and confidence
Bedrock of the profession now and for the future

How can we further develop and demonstrate
Integrity and objectivity?

IiElE



What about Standard Setting?

Are standards becoming too rules-based?

Structured and more transparent approach
‘Benchmark’: minimum unified requirements

Too strong guidance may limit innovation

Application of standards through “check-lists” that
diminish professional judgement

Overemphasis on documentation — form over
substance

Are standards becoming too rules-based?

Do standards add the intended value or do they inhibit
Innovation?

20
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A critical factor for the Future:
Impact of IT

The business environment is changing and
auditors need to adapt

IT has and will have a huge impact on the business
models of our practices — ‘Big Data technologies’

v Automation of data collection and reconciliation,
v Automation of audit sampling and testing,
v Automation of complex recalculation, etc.

IT training for every auditor?
At least one IT expert on every team?
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PIE and larger entities focus:
Auditor Communication

Is expressing an audit opinion enough?

The auditor communication should be developed
beyond the “pass or fail”

The IAASB project is a strategic step <~;

« More meaningful entity-specific information §//

« Explain important issues behind the figures (goodwill,
estimates), going-concern, more qualitative information

Wil this be sufficient?

Grading or rating system? More frequent and other
reporting? Other methods of communication? ﬂEE




Role of Practitioner in SMEs beyono
Numbers and Statutory
Requirements

Develop beyond numbers

Use our expertise and unique skill sets to develop other
solutions to better meet stakeholder & business needs

Market-driven innovation

Focus on internal controls, processes or
non-financial information
Market/sector insights

Businesses are not interested in technicalities, they
need our work to be meaningful to them

FEE
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Developing New Approaches

New “forms of assurance” to pre-empt higher audit

exemption thresholds in the EU
Extended reviews: recent developments in Denmark and

the Netherlands
Compilation services like in Germany
Voluntary audits in the interest of third parties

Assurance in areas beyond numbers to better meet
stakeholders’ needs
Development in Integrated Reporting are monitored closely

Non-financial information are more and more important in
the reporting framework of a company IiEE
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Conclusion: Looking Ahead

We need to anticipate the reassessment of the role

of the profession and be at the forefront in shaping
change

Development driven by
Relevance
Quality
Integrity
Transparency
Innovation

Never stop seeking new solutions!
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Next steps

Deadline for responses 30 June 2014

Next step to be determined based on the analysis
of the feedback received

Possible further steps
‘Follow-up’ paper
Roundtables, events
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Stay connected!

Visit us @ www.fee.be

FEE newsletter

Subscribe at www.fee.be

Follow: Federation of European Accountants
Join: Connect with European Professional Accountants

@FEE_Brussels
@FEE_SMP




Standing for trust and integrity

Visit us @ www.fee.be
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http://www.fee.be/

