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EU audit reform – mandatory firm rotation 

Summary of adopted legislation on mandatory audit firm rotation (MFR) for public 

interest entities 

EU legislation providing a new EU regulatory framework for statutory audit was adopted in April 2014. The 

laws will apply to the first financial year starting on or after 17 June 2016 – with the exception of MFR, which 

is subject to transition arrangements.  A summary of the MFR requirements are provided below. 

Summary of requirements 

Core requirements Member State options 

a. 10-year audit firm 
rotation for all public 
interest entities (PIEs) in 
the EU 

i. To extend the period once for 
up to a maximum further: 

• 10 years if a tender is undertaken 

• 14 years if joint audit is adopted 

ii. To adopt a shorter term of rotation  

b. At the request of the audited entity, the national regulators/supervisory authorities can extend the 
term once for a further two years, in ‘exceptional circumstances’. The definition of this remains unclear 
but is understood to include mergers or where a tender process has been unsuccessful. 

 

Transition arrangements 

For PIE audit 

engagements 

which have 

been in place 

for:  

 20 or more consecutive years, (i.e. prior to 16 June 1994) the engagement cannot be 

renewed with the incumbent auditor on or after 17 June 2020 

 11 and up to 20 years, (i.e. between 17 June 1994 and 16 June 2003) the engagement 

cannot be renewed with the incumbent auditor on or after 17 June 2023 

 Fewer than 11 years, (i.e. after 17 June 2003), engagements may remain applicable until 

the end of the maximum period. In practice this means that if the auditor has been in 

place for financial years starting: 

o Between 16 June 2003 to 17 June 2006 – the PIE should rotate or retender* by 17 

June 2016 (Note: the present auditor can finish the audit for the financial year that 

started before 17 June 2016) 

o After 17 June 2006 – the PIE should change or retender* when maximum tenure is 

reached from the first year of engagement 

* Subject to the adoption of the member state options above to either shorten the initial 

engagement period and or to extend the engagement period. 

Note: If a company becomes a PIE (for example on a flotation) the 

period prior to the year in which the company becomes a PIE is not 

included in determining when the relevant engagement term limits 

are reached.  Therefore, there are three key questions a company 

needs to consider in understanding which set of transition 

arrangements, if any, apply and when rotation must occur:  

1) Am I a PIE? 

2) If ‘Yes’ to (1), when did I become 

a PIE? 

3) If ‘Yes’ to (1) When did I first 

engage my current auditor? 

 

1 The following entities are categorised as public interest entities: 
• All entities that are both governed by the law of a Member State and listed on a regulated market 
• All credit institutions in the EU, irrespective of whether they are listed or not 
• All insurance undertakings in the EU, irrespective of whether they are listed or not and irrespective of whether they 

are life, non-life, insurance or reinsurance undertakings 
Note: the latter two categories exclude branches of non-EU based credit institutions and insurance undertakings. 

• Entities designated by Member States as public-interest entities, for instance undertakings that are of significant 
public relevance because of the nature of their business, their size or the number of their employees 


