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CHAPTER I. CASE STUDY OF GERMANY 

1 

A. INTRODUCTION 

1. General economic setting of Germany

2 

2. German capital market

1

2 Deutschland in Zahlen –  
Das Statistikportal des IW Köln

 

 Liste der durch das Enforcement zu prüfenden 
Unternehmen

 

Dominant sectors in Germany 
[gross value added 

in € billions]
2012

[%]
2013

Manufacturing 534.36 0.2 535.18

Public services, education and 
health

438.11 2.9 450.75

Trade, tourism and travel 347.48 2.3 355.55

Real estate, renting and 
business activities

289.29 3.2 289.59

Company service providers 264.51 6.3 281.12

Building industry 111.32 4.0 115.80

Other service providers 108.72 3.3 112.35

insurance services
94.42 4.4 98.55

Information and communication 96.02 0.5 96.52

Goods producing sector (not 
including the building industry 
and manufacturing)

82.58 9.3 90.30

19.98 -3.6 19.27

Total 2 386.79 2.8 2 453.98

Table I.1. Dominant sectors in Germany

Source: Deutschland in Zahlen, see http://www.deutschland-
inzahlen.de/ (accessed 15 January 2016).
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6

3. German professionals and auditing 
firms

Wirtschaftsprüfer

vereidigte Buchprüfer

 The 

6  

 

 Mitgliederstatistik der 
WPK

 

4. Regulation of accounting and auditing 
in Germany

10 

 Führende Wirtschaftsprüfungs und 
Steuerberatungs-Gesellschaften in Deutschland 2013

10
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Rank Revenue 2012 (€ thousands) Mandates  of publicly traded entities in 2012 

1 PricewaterhouseCoopers AG WPG 1 500 800 145

2 KPMG AG WPG 1 207 624 123

3 Ernst and Young GmbH WPG 1 158 112 101

4 Deloitte and Touche GmbH WPG 657 800 50

5 BDO AG WPG 170 194 38

6 PKF Fasselt Schlage Partnerschaft WPG StBG 63 200 2

7 RBS RoeverBroennerSusat GmbH and Co. KG 
WPG StBG

62 000 7

8 Warth & Klein Grant Thornton AG WPG 54 107 13

9 Rölfs RP AG WPG 53 135 7

10 Rödl and Partner GmbH WPG StBG 49 158 7

11 Ebner Stolz Mönning Bachem GmbH and Co. KG 
WPG StBG

43 979 26

12 KPMG Bayerische Treuhandgesellschaft AG WPG 
StBG

38.197 10

13 Mazars GmbH WPG 33 900 3

14 Bansbach Schübel Bröstzl and Partner GmbH 
WPG StBG

23 230 2

Source: N Ratzinger-Sakel, 2013, Aktuelle Entwicklungen auf dem WP-Markt in Deutschland: Umsätze und Mandate der WP-Praxen 
nach Transparenzberichten, Betriebs Berater, 68.

Table I.2. Audit market concentration in Germany

11

• 12

•  

11  

Jahresabschluss und Jahresabschlussanalyse

12

• 

 

 

Publicly traded entities Non-publicly traded entities

Mandatory application of IFRS since 
01.01.2005 since 01.01.2005

Table I.3. Applicable accounting standards

Source: AG Coenenberg, A Haller and W Schultze, 2014, Jahresabschluss und Jahresabschlussanalyse, 23 (Stuttgart, Schäffer-
Poeschel, 2014), p. 14.
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Publizitätsgesetz 16

• 

 

•  

• 

• 20 

B.  FINANCIAL REPORTING 
ENFORCEMENT 

1. German two-stage enforcement system 

21

22

 

16  

 

 

 

20  

21  

22  

Bilanzkontrollgesetz

 

 

 

 

 

 



5CHAPTER I. CASE STUDY OF GERMANY

 

 

Wertpapierhandelsgesetz

 

Figure I.1. Organization chart of FREP
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Finanzdienstleistungsaufsichtsgesetz

 

• 

• 

• 

 

 

 

 

• 

• 

•  

 

 

 Grundsätze für die stichprobenartige 
Prüfung gemäß § 342b Abs. 2 Satz 3 Nr. 3 HGB
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Aktiengesetz

 

 

2. The financial reporting enforcement 
process in Germany

 

 

Figure I.2. The FREP examination process
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Figure I.3. The two-stage accounting enforcement in Germany

Source: Deloitte, Enforcement der Rechnungslegung – DPR-Leitfaden für Vorstände und Aufsichtsräte, available at https://www2.
deloitte.com/content/dam/Deloitte/de/Documents/audit/DPR_2015_komplett_safe.pdf (accessed 18 January 2016), p. 37.
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Federal Gazette
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nanzdienstleistungsaufsicht

 Emittentenleit-
faden der Bundesanstalt für Finanzdienstleistungsaufsi-
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Box 1. Adidas AG, Herzogenaurach Annoncement pursuant to Article 37q II (1) of the German Securities
 Trading Act (Wertpapierhandelsgesetz – WpHG) 

 

Herzogenaurach, May 2013 

adidas AG 

The Executive Board

• 

•  

 

 

 Emit-
tentenleitfaden der Bundesanstalt für Finanzdien-

stleistungsaufsicht
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3. Analysis of the examinations

 

Beschluss vom 22. Januar 2009, Az. WpÜG 1/08, 
WpÜG 3/08 Fehlerfeststellung und 
Fehlerveröffentlichung im Enforcement-Verfahren Der 
Betrieb

2006 2007 2008 2009 2010 2011 2012 2013 2014

Development 
costs

Business 
combinations

Business 
combinations

Business 
combinations

Business 
combinations

Business 
combinations

Business 
combinations

Pension 
obligations

Business 
combinations

Goodwill Valuation of 
assets

Impairment 
testing

Impairment 
testing

Impairment 
testing

Recoverability 
of assets 
including 
goodwill

Impairment 
testing

Impairment 
testing

Impairment 
testing

Discount 
rate used 
in pension 

accrual 
calculation

Deferred tax Consolidated 
entities

Measurement 

instruments

Recognition 
and 

measurement 

instruments

Recoverability 

instruments

Measurement 
of investment 

properties

Non-cash 
income and 
expenses

Accounting 

pension 
obligations

Convertible 
debt

Composition 
of cash 

equivalents

Related party 
disclosures

Segment 
reporting

Segment 
reporting

Recoverability 
of investment 

properties

Financial 
instruments 
affected by 
debt crisis

Correction of 
errors

New 
consolidation 

standards

Share-based 
payments

Share-based 
payments

Management 
report

Risk reporting 
in the 

management 
report

Group 
management 

report

Group 
management 

report

Group 
management 

report

Group 
management 

report

Group 
management 

report

Deferred tax 
asset relating 

to loss in 
carryforwards

Risk and 
opportunities 

report

Valuation of 
asset-backed 

securities

Restructuring 
provision

Note 
disclosures 

on 
measurement 
assumptions

Distinction 
between 

equity and 
liability

Management/ 
auditor 

compensation

Consolidation 
of special-
purpose 
entities

Presentation 
and 

description 

covenants

Assumptions 
of estimation 
uncertainty

Table I.4. Main focus areas of FREP (2006–2014)

2016).
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Figure I.4. Error rates (2005–2013)

-
ary 2016).

Application challenges of 
IFRS

2005 2006 2007 2008 2009 2010 2011 2012 2013 Total

Business combinations and 
disposals/goodwill

1 3 17 24 11 16 7 8 5 92

Financial instruments 3 10 10 5 4 7 8 47

Current and deferred taxes 3 8 12 5 4 32

2 7 6 4 4 23

Revenue recognition 3 8 5 16

Consolidation 7 4 3 2 16

Impairment of assets 5 5

Cost of equity transactions 5 5

Fixed assets 6 6

Leases 4 4

Investment property 
measurement

3 3

Provisions 2 2

Incorrect accounting for barter 
transactions

1 1

Total 2 13 49 54 32 37 20 22 23 252

Table I.5. Most common recommendations to companies examined: Application challenges of IFRS (2005–2013)

Source:   FREP, annual activity reports 2005–2013, see http://www.frep.info/presse/taetigkeitsberichte_en.php (accessed 19 
January 2016).
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Notes/management report 2005 2006 2007 2008 2009 2010 2011 2012 2013 Total

Note disclosures, etc. 2 10 10 16 10 5 7 6 8 74

Management report 3 3 6 4 4 4 2 4 30

Segment reporting 3 2 2 3 3 1 14

2 1 3

Total 2 16 15 24 17 12 14 9 12 121

Table I.6. Most common recommendations to companies examined: Disclosure errors (2005-2013)

2010).
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Figure I.5. Error acceptance rates (2005–2013)
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4. Cooperation of the Financial Reporting 
Enforcement Panel/Federal Financial 
Supervisory Authority with national 
and international organizations and 
regulators

 

 

Emittentenleitfaden der Bundesanstalt für Finan-
zdienstleistungsaufsicht

 

 

 

 

Country/territories/authorities Year

Argentina 1998

Australia 1998

Brazil 1999

Canada 2003

China 1998

Hong Kong 1997

Taiwan 1997

Croatia 2008

Cyprus 2003

Czech Republic 1998

Estonia 2002

France 1996

Hungary 1998

Italy 1997

Luxembourg 2004

Monaco 2009

Poland 1999

Portugal 1998

Qatar 2008

Republic of Korea 2010

Russian Federation 2001/2009

Singapore 2000

Slovakia 2004

South Africa 2001

Spain 1997

Switzerland 1998

Turkey 2000

United Arab Emirates 2008

Dubai 2006

Guernsey 2011

Jersey 2012
United States Commodity Futures Trading 
Commission

1997

 
BilateralCooperation/MemorandaOfUnderstanding/memo-

Table I.7. BaFin memorandums of understanding
 concerning securities supervision
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• 

• 

• 

• 

C.  AUDITING AND QUALITY-
ASSURANCE REQUIREMENTS 
FOR PROFESSIONAL AUDITORS

1. The Institute of Public Auditors in 
Germany 

 

html
 

 

 

 

Über uns

Wirtschaft-
sprüfung
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Figure I.6. Organization of IDW
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2. Disciplinary oversight through the 
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(i) Organization of WPK

66

66

 

 All 

Figure I.7. The system of auditor oversight in Germany 
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Advisory 

 

Figure I.8. Organization of WPK 
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(ii) Financing

 

(iii)  Scope

 the legal 

 

• 

• 

• 

(i)  Investigation with cause

(ii)  Audit review 
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• 

Federal Gazette

• Federal Gazette in 

Investment-

gesetz

• 

(iii)  Sanctions
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Sources of investigations 
with cause

2007 2008 2009 2010 2011 2012 2013 Total

134 148 79 77 51 72 82 643

Complaints 122 132 148 119 89 98 101 809

97 100 122 84 55 51 58 567

assurance reviews
7 14 4 4 1 5 35

49 54 38 45 55 33 18 292

10 44 25 4 33 21 137

Media coverage 38 38 28 14 12 10 8 148

Total 440 489 473 368 270 298 293 2 631

Table I.8. Sources of investigations with cause (2007–2013)

Source: WPK, Berichte der Berufsaufsicht (2007–2013), see http://www.wpk.de/oeffentlichkeit/berichte/berufsaufsicht/ (accessed 

Figure I.9. Results of investigations with cause (2007–2013)

Source: WPK, Berichte der Berufsaufsicht (2007–2013), see http://www.wpk.de/oeffentlichkeit/berichte/berufsaufsicht/ (ac-
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Number of conducted audit reviews 2007 2008 2009 2010 2011 2012 2013

interest companies
707 250 315 285 265 206 225

public-interest companies
575 265 251 224 214 219 177

Subtotal (public-interest companies) 1 282 515 566 509 479 425 402

companies, banks and insurance companies
475 624 571 399 400 263 264

medium-sized companies
202 535 920 596 433 197 207

275 237 327 320 335 235 243

Subtotal (non-public interest companies) 952 1 396 1 863 1 315 1 168 695 714

Statements of accounts according to the 
Investmentgesetz 

85 77 70 63 57 29 32

Parties’ statements of accounts 26 25 32 29 34 31 30

Publication in the register 785

Financial statements in electronic form from other 
sources

33 9 3 7 1 1 1

Financial statements in paper edition 2 424

3 353 2 022 2 534 1 923 1 739 1 181 1 179

Additionally reviewed audit opinions of companies 
of public interest

1 052 846 826 756 767 693

Total of all reviewed audit opinions 5 587 3 074 3 380 2 749 2 495 1 948 1 872

Table I.9. Number of audit reviews conducted (2007–2013)

Source: WPK, Berichte der Berufsaufsicht (2007–2013), see http://www.wpk.de/oeffentlichkeit/berichte/berufsaufsicht/ (accessed 

Reasons for disciplinary proceedings 2007 2008 2009 2010 2011 2012 2013 Total

assurance system
13 49 22 6 6 3 99

German Commercial Code
10 16 15 9 11 10 6 77

17 22 7 2 3 3 2 56

risks in the management report
14 8 6 4 5 3 11 51

Missing disclosures concerning remunerations 2 3 12 3 10 9 3 42

8 9 4 4 4 1 3 33

Non-response to WPK enquiries 3 6 9 3 21

Violation of independence and absence of bias 3 1 3 1 1 11 20

10 9 19

German Commercial Code
6 2 8

Inadmissible signing of audit opinions 3 5 8

Organizational aggregation within disciplinary 
proceedings

3 3 6

Inadmissible announcements concerning the audit 
opinion by partnerships

2 1 1 1 5

1 3 4

Inadmissible formulation of audit opinions 1 1

Total 72 89 105 57 41 41 45 450

Table I.10. Reasons for sanctions (2007–2013)

Source: WPK, Berichte der Berufsaufsicht (2007–2013), see http://www.wpk.de/oeffentlichkeit/berichte/berufsaufsicht/ (accessed 
20 January 2016).
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Figure I.10. Results of quality-assurance reviews (2010–2013)

Figure I.11. Measures within quality assurance (2010-2013)

Source: AOC, annual reports 2012 and 2013, see http://www.apak-aoc.de/english/publications/annual_reports.asp (accessed 

Source: AOC, annual reports 2012 and 2013, see http://www.apak-aoc.de/english/publications/annual_reports.asp (accessed 
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(ii) Examination results of the audit reviews

(iii) 

 

3. Public auditor oversight through the 
Auditor Oversight Commission

Abschlusspruferaufsichtsgesetz

(i) Organization of AOC
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100

 

100  

101

102

(ii)  Financing

 

101  Verfahrensordnung der Abschlussprüferaufsi-
chtskommission für die Durchführung der Untersuchun-
gen nach §§ 61a Satz 2 Nr. 2, 62b Abs. 1 WPO

102  

 

Finanzierung und Ausstattung

Wirtschaftsplan

Figure I.12. Organizational chart of AOC 

Source: AOC, see http://www.apak-aoc.de/index.php/en/about-aoc/organisational-chart (accessed 1 February 2016).
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(iii)  Scope

• 

• 

 
, 

 

 Verfahrensordnung der Abschlussprüferaufsi-
chtskommission für die Durchführung der Untersuchun-
gen nach §§ 61a Satz 2 Nr. 2, 62b Abs. 1 WPO

Tätigkeitsbericht der Abschlussprüferaufsi-
chtskommission

106

(iv)  Sanctions

 

106  

 Verfahrensordnung der Abschlussprüferaufsi-
chtskommission für die Durchführung der Untersuchun-
gen nach §§ 61a Satz 2 Nr. 2, 62b Abs. 1 WPO

 

Verfahrensordnung der Abschlussprüferaufsi-
chtskommission für die Durchführung der Untersuchun-
gen nach §§ 61a Satz 2 Nr. 2, 62b Abs. 1 WPO



26 INTERNATIONAL ACCOUNTING AND REPORTING ISSUES: 2015 REVIEW

2005 2006 2007 2008–2012 2013–2014

Foreign auditors Registration Quality assurance Investigation with cause Inspection

Registration Quality assurance Disciplinary oversight Inspection Disciplinary oversight

Disciplinary oversight Disciplinary oversight Berufsauf-sichtsreform-
gesetz

Quality assurance Quality assurance

Quality assurance Amendment of the Public 
Accountant Act 

National cooperation National cooperation Projects

Adoption of professional 
rules

Professional standards 
development

International cooperation International cooperation National cooperation

International cooperation International cooperation

Table I.11. Work plans of AOC (2005–2014)

Figure I.13. Actions taken as a result of the inspections (2005–2013)

Source: AOC, annual reports 2012 and 2013, available at http://www.apak-aoc.de/english/publications/annual_reports.asp (accessed 

48
57

49

24

22

20

22

17

11 1
16

8

0

10

20

30

40

50

60

70

80

90

100

2010 2011 2012 2013

N
o.

 o
f 

in
sp

ec
ti

on
s 

co
m

pl
et

ed

No complaint Reprimand Disciplinary measures

 



27CHAPTER I. CASE STUDY OF GERMANY

Most common complaints regarding the 
quality assurance systems

2011 2012 2013 Total

Order acceptance and independence 23 22 12 57

Order accompanying quality assurance 13 10 10 33

Completion of the order documentation and 
archiving

5 11 8 24

Total 41 43 30 114

 (2011–2013)

Table I.13. Most common complaints regarding the audit process of individual audit engagements of

Source: AOC, annual reports 2012 and 2013, available at http://www.apak-aoc.de/english/publications/annual_reports.asp (accessed 
21 January 2016).

Source: AOC, annual reports 2012 and 2013, available at http://www.apak-aoc.de/english/publications/annual_reports.asp (ac-
cessed 21 January 2016).

Most common complaints regarding the 
audit process

2011 2012 2013 Total

Inadequate implementation of the risk-
oriented auditing approach

31 37 36 104

estimates and fair values
27 35 32 94

irregularities
31 26 21 78

Complaints regarding the receipts of 
16 22 14 52

Total 105 120 103 328

• 

• 

110

110  

111

111  Tätigkeitsbericht der Abschlussprüferaufsich-
tskommission 2013
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Source: AOC, annual reports 2012 and 2013, available at http://www.apak-aoc.de/english/publications/annual_reports.asp (accessed 
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European Accounting Review

WPK AOC

Inspections with 
cause

Audit reviews
Monitored peer 

review
Inspections without 

cause

audits
X X

audits of publicly traded companies
X X X

statutory audits
Every six years

statutory audits of publicly traded 
companies

Every three years

Table I.14. Summary of the auditor oversight bodies’ competencies
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Regulatory framework
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Corporate governance
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site at 

Auditing standards

Other corporate reporting standards

B. FINANCIAL REPORTING 

Regulatory basis
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Monitoring and enforcement

Selecting accounts for review
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Initial consideration
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Voluntary revision

Applying to the court

Trends

Level of activity and outcomes achieved

Corporate Reporting Review Annual Report 

2014
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Commonly raised concerns

Corporate Reporting Review Annual Report 

2014

Area Issues

Business reviews and strategic 
reports

Some business reviews (which until September 2013 were a part of the directors’ report, but which are now 
subsumed into the strategic report) were found to focus too much on good news, and thus were not balanced 

Pensions Some companies’ policies in respect of the recognition of pension fund surpluses as assets or recognizing 
liabilities for minimum funding requirements were found to be unclear. A very small number of pension 
schemes were found to have been structured to achieve a particular accounting effect.

Exceptional and similar items
items; recurring or immaterial items described as exceptional; a lack of symmetry, with more “bad” news than 
“good” news described as exceptional items; a lack of comparative information.

Critical judgements

accounting policy.

Clear and concise reporting FRC has for some time been encouraging companies to cut clutter as a step towards clearer and more concise 
reporting. While FRC welcomed the cutting of extraneous material from company reports, it also warned that 
doing so involves judgement and that there must be a basis for concluding that certain items no longer warrant 
disclosure.

Principal risks and uncertainties Some companies continue to produce voluminous lists of generic risks rather than focussing on those that are 
their principal risks and uncertainties. While an increasing number of companies now explain how they manage 
and mitigate risks, some still fail to do so.

Accounting policies, particularly 
revenue

Some companies continue to produce “boilerplate” descriptions of policies that are not tailored to the facts and 
circumstances of their businesses. Revenue recognition policies in particular were found to lack an appropriate 
level of granularity.

Impairment Asset impairment calculations and disclosures have been a common area of challenge since the onset of the 

questions about, for example, key assumptions, and discount and growth rates.

Taxation
business combination; failing to disclose why deferred tax assets were considered recoverable; missing 

tax rate. 

Table II.1. Common areas of challenge
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Press notices and committee references

Generic public announcements

Interaction with other bodies

International and regional cooperation

Company Details

Pendragon Plc

WH Smith Plc
certain amounts payable by a subsidiary to the company’s pension trustee under a minimum funding requirement. 

Anglo-Eastern Plantations 
Plc

The principal issue related to the company’s use of historical rather than current data to estimate the fair value 
of palm oil trees, recognized in the balance sheet as biological assets. The directors ultimately agreed to switch 

Table II.2. FRC press notices 2011–2014
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Interaction with other regulators

• 

• 

The FRC Financial Reporting Lab

C. AUDIT AND ASSURANCE 

Regulatory basis and scope of work
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Registration

Monitoring – listed and other major public-
interest entities

Scope of the work of the FRC Audit Quality Review 

team
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Audit inspections

 

Level of activity and outcomes achieved

Audit Quality Inspections Annual Review 

2013/14
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Discipline

Monitoring – other entities

The role of ICAEW as an RSB

Monitoring visits

Level of activity and outcomes achieved

 Key Facts and Trends in the Accountancy Pro-
fession
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Disciplining
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The Audit Quality Project

Interaction with other bodies

Working with other parts of FRC

International cooperation
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Interaction with other regulators

D. PROFESSIONAL CONDUCT 

Regulatory basis and scope of work

Membership requirements

Becoming a member 
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Continuing membership
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Ethics

The IESBA code of ethics
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Background
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A principles-based approach 

Timeliness
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Smaller listed companies
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New European Union Accounting Directive

New European Union Audit Regulation and Directive
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Coordinated enforcement activities: The spread of 

IFRS
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