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The Reform on Statutory Audits in the European Union
and Germany

Hiroshi Taki *

Abstract

The European Union had experienced the financial crisis since 2008 and have adopted
various measures to strengthen financial audits for public-interest entities in order to
restore public confidence in the financial market: amendments to the Statutory Audit
Directive (Directive 2014/56/EU) and newly established Statutory Audit Regulation
(REGULATION (EU) No 537/2014). This new Regulation includes mandatory external
rotation of firms, in which the Financial Services Agency (Japan) has had much interest
since the major accounting scandal in 2015.

In spite of much debate on the external rotation of audit firms here in Japan, little
attention had been paid on other mechanisms that the EU had employed to enhance the
independence of auditors. As the European Commission admitted in its Impact Assessment,
external rotation of audit firms would be effective when combined with other measures. This
article confirms those provisions with regard to the appointment of auditors (mandatory
bidding and recommendation by audit committees) as well as the external rotation of audit
firms. And it took Germany as an example of how those measures, especially the options

given to the member states, were transplanted into national laws.
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