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EU audit reform – audit committees 

Summary of requirements within the legislation affecting audit committees 

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. 

Below is a summary of the measures that relate to the role and responsibilities of audit committees of 

EU public interest entities (PIEs)1. 

Statutory audit oversight responsibilities 

a. Monitoring the process of the audit of statutory or consolidated financial statements, mainly

covering the findings and conclusions

b. Reviewing and monitoring the independence of the statutory auditor, including the additional

annual report from the auditor and discussion with the auditor of key issues and mitigation actions

c. Being responsible for the procedure for the selection of the statutory auditor or audit firm

d. Overseeing the statutory auditor’s compliance with additional reporting requirements in the Audit

Report and the new  report to the audit committee (see Fact sheet 4, ‘EU audit reform – audit firm

reporting’, for details)

e. Pre-approving permissible non-audit services (NAS) following an assessment of the threats to

independence and the safeguards that the statutory auditor will apply to mitigate or eliminate

those threats

e. Overseeing the statutory auditor’s management and calculation of the 70% cap on permissible

services provided to the audited entity, its parent and controlled undertakings (excluding services

required by national or EU legislation)

f. Development of an

appropriate policy

regarding the

provision of specified

prohibited services

(where permitted

under a Member State

option), covering:

• Tax services relating to preparation of tax forms, identification of

public subsidies and tax incentives, support regarding tax

inspections by tax authorities, calculation of direct and indirect tax

and deferred tax, tax advice

• Valuation services, as long as their impact on the audited financial

statements is immaterial or none, the impact on the financial

statements is evaluated and documented in the additional report to

the audit committee and the principles of independence included in

the legislation are applied by the statutory auditor

g. Oversight of the

statutory auditor’s

assessment regarding

provision of the

prohibited services to

ensure that:

• They have no direct or have immaterial effect separately or in

aggregate on the audited financial statements

• The estimation of the effect on the audited financial statements is

comprehensively documented and explained in the additional report

to the audit committee

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 
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Committee governance 

a. Member States shall ensure that each PIE has an audit committee

b. Exemptions may be

granted to audited

entities if:

• For a small or medium-sized undertaking, the functions of the audit

committee are performed by an administrative or supervisory body

• PIEs with a body performing equivalent functions to an audit

committee in accordance with legal provisions in the Member State

in which the entity is registered

c. At least one member of the audit committee must have competence in accounting and auditing

(same requirement as in the 2006 Statutory Audit Directive)

d. ‘The majority’ of members need to be independent of the audited entity (previously only ‘at least

one’)

e. Audit committees are

now required to:

a. Inform the administrative or supervisory body of the audited entity

of the outcome of the statutory audit and explain its contribution to

the integrity of the financial statements

b. Monitor the financial reporting process and submit

recommendations to ensure its integrity

c. Monitor the effectiveness of the undertaking’s internal quality

control and risk management systems

d. Monitor the statutory audit, taking into account inspection findings

f. The European Competition Network will monitor developments in the audit market and draw

up a report every three years; the performance of audit committees is one of the areas to be

assessed (others include market concentration levels, including in certain sectors, and the risks

arising from high incidence of audit quality deficiencies).


