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Auditing Practices in HGB Accounting

Auditing in the context of HGB (Handelsgesetzbuch) accounting refers to the examination of financial
statements and records to ensure their accuracy and compliance with applicable laws and regulations.
Auditing practices play a crucial role in maintaining the integrity and reliability of financial information for
stakeholders such as investors, creditors, and regulators.

HGB Accounting

HGB accounting is the accounting framework used in Germany for preparing financial statements. It is
governed by the Handelsgesetzbuch (HGB), which is the German Commercial Code. HGB accounting is
based on principles of commercial law and is mandatory for companies registered in Germany.

Auditor

An auditor is a professional who is responsible for conducting audits of financial statements. Auditors are
independent third parties hired by companies to provide an objective assessment of their financial
reporting practices. They play a critical role in ensuring the accuracy and reliability of financial information.

Audit Report

The audit report is the formal document issued by the auditor at the conclusion of the audit. It includes the
auditor's opinion on whether the financial statements present a true and fair view of the company's financial
position and performance. The audit report is an essential communication tool between the auditor and
stakeholders.

Audit Evidence

Audit evidence refers to the information and documentation gathered by the auditor during the audit
process. It includes financial records, contracts, invoices, and other relevant documents that support the
financial statements. Audit evidence is used by auditors to assess the accuracy and completeness of the
financial information.

Audit Risk

Audit risk is the risk that the auditor may express an inappropriate opinion on the financial statements. It is
influenced by factors such as the complexity of the business, the quality of internal controls, and the
presence of fraud or error. Auditors must assess and manage audit risk to ensure the reliability of their audit
opinions.

Audit Planning

Read online: https://certificates.uksm.org.uk/guides/3273962/auditing- London School of Planning and Management - 21 Jun 2026
practices-in-hgb-accounting



UK'S Miszemen GUIDE

RESPECTED AND RECOGNISED QUALIFICATIONS

Audit planning is the process of developing a strategy for conducting the audit. It involves defining the
scope of the audit, identifying audit objectives, and determining the resources needed. Effective audit
planning is essential for achieving the audit's objectives efficiently and effectively.

Audit Procedures

Audit procedures are the specific tasks and activities performed by the auditor during the audit. They
include activities such as testing internal controls, analyzing financial transactions, and verifying the
accuracy of financial statements. Audit procedures are designed to gather sufficient and appropriate audit
evidence.

Audit Sampling

Audit sampling is the practice of testing a representative sample of transactions or balances to draw
conclusions about the entire population. Auditors use sampling techniques to assess the accuracy of
financial information without having to examine every single transaction. Sampling helps auditors work
efficiently while maintaining a high level of assurance.

Internal Control

Internal control refers to the policies and procedures implemented by a company to safeguard its assets,
ensure the accuracy of financial information, and promote operational efficiency. Strong internal controls
reduce the risk of fraud and error in financial reporting. Auditors assess internal controls as part of their
audit procedures.

Fraud Risk

Fraud risk is the risk that the financial statements may contain material misstatements due to fraudulent
activities. Auditors must be vigilant for signs of fraud during the audit process and tailor their procedures to
address specific fraud risks. Understanding fraud risk is essential for maintaining audit quality and integrity.

Materiality

Materiality is a concept that refers to the significance of an item or error in the financial statements. Material
items are those that could influence the decisions of users of the financial statements. Auditors consider
materiality when planning and performing an audit, focusing on areas where misstatements could have a
material impact.

Going Concern

The going concern assumption is the assumption that a company will continue to operate in the
foreseeable future. Auditors evaluate a company's ability to continue as a going concern when assessing its
financial statements. If there are concerns about the company's ability to continue operating, auditors may
issue a qualification in the audit report.

Substantive Testing
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Substantive testing is the process of testing the accuracy and completeness of account balances and
transactions in the financial statements. It involves detailed examination and analysis of financial data to
identify potential misstatements. Substantive testing provides direct evidence to support the auditor's
opinion.

Risk Assessment

Risk assessment is the process of identifying and evaluating risks that could impact the audit. Auditors
assess inherent risk, control risk, and detection risk to determine the overall audit risk. Risk assessment helps
auditors focus their efforts on areas of highest risk to ensure the audit is conducted effectively.

Material Misstatement

A material misstatement is an error or omission in the financial statements that could influence the
decisions of users. Auditors are responsible for identifying and correcting material misstatements during the
audit process. Material misstatements must be disclosed in the audit report to provide stakeholders with
accurate financial information.

Independence

Auditor independence is the concept that auditors must be free from bias and conflicts of interest when
performing an audit. Independence is essential to maintain the integrity and objectivity of the audit process.
Auditors must adhere to professional standards and regulations to ensure their independence is not
compromised.

Audit Documentation

Audit documentation includes the records and working papers prepared by the auditor during the audit. It
provides a detailed record of the audit procedures performed, the evidence obtained, and the conclusions
reached. Audit documentation is essential for supporting the auditor's opinion and demonstrating
compliance with auditing standards.

Professional Skepticism

Professional skepticism is the attitude that auditors must maintain throughout the audit process. It involves
questioning assumptions, challenging evidence, and remaining vigilant for signs of fraud or error.
Professional skepticism helps auditors maintain objectivity and integrity in their work.

Qualified Opinion

A qualified opinion is an audit opinion that indicates the auditor has identified one or more material
misstatements in the financial statements. A qualified opinion is issued when the auditor believes the
financial statements are materially misstated but not pervasive. Stakeholders should pay close attention to
qualified opinions when evaluating the reliability of financial information.

Emphasis of Matter
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An emphasis of matter is a paragraph included in the audit report to draw attention to a matter that is
relevant to users but does not affect the auditor's opinion. Emphasis of matter paragraphs provide
additional information or context to help stakeholders understand the financial statements. Auditors use
emphasis of matter paragraphs to highlight significant issues.

Internal Audit

Internal audit is a function within a company that is responsible for evaluating and improving the
effectiveness of internal controls. Internal auditors provide independent and objective assurance to
management on the adequacy of internal controls and the reliability of financial reporting. Internal audit
complements external audit by focusing on internal control effectiveness.

Compliance Audit

A compliance audit is an audit that focuses on determining whether an entity is complying with specific
laws, regulations, or internal policies. Compliance audits are often required by regulatory authorities or

stakeholders to ensure that the entity is operating in accordance with applicable requirements. Auditors
assess compliance with relevant laws and regulations during the audit process.

Sampling Risk

Sampling risk is the risk that the conclusions drawn from audit sampling may be incorrect due to the use of
sampling techniques. Auditors must consider sampling risk when designing and performing audit
procedures to ensure the reliability of their conclusions. Sampling risk can be minimized by using
appropriate sampling methods and sample sizes.

External Confirmation

External confirmation is the process of obtaining verification of certain financial information from third
parties outside the company. Auditors use external confirmations to validate the existence, ownership, or
accuracy of assets and liabilities. External confirmations provide independent and reliable evidence to
support the auditor's conclusions.

Accounting Policies

Accounting policies are the specific principles and methods used by a company to prepare its financial
statements. Accounting policies include valuation methods, recognition criteria, and disclosure
requirements. Auditors assess the appropriateness and consistency of accounting policies to ensure the
financial statements are prepared in accordance with relevant standards.

Internal Audit Report

The internal audit report is a document prepared by the internal audit function that communicates the
results of internal audit activities. It includes findings, recommendations, and conclusions related to the
effectiveness of internal controls and compliance with policies. The internal audit report is used by
management to improve internal control processes.
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External Audit Firm

An external audit firm is a professional services firm that provides external audit services to companies.
External audit firms are independent third parties hired by companies to conduct audits of their financial
statements. They play a critical role in ensuring the accuracy and reliability of financial reporting for
stakeholders.

Management Representation

Management representation refers to written or oral statements made by management to the auditor
during the audit process. Management representations provide additional assurance to the auditor
regarding the accuracy and completeness of financial information. Auditors rely on management
representations as part of their audit procedures.

Subsequent Events

Subsequent events are events or transactions that occur after the balance sheet date but before the
financial statements are issued. Auditors must evaluate subsequent events to determine their impact on the
financial statements. Significant subsequent events may require adjustments to the financial statements or
disclosure in the audit report.

Accounting Estimates

Accounting estimates are approximations of amounts or values that cannot be precisely determined.
Examples of accounting estimates include depreciation expense, bad debt provisions, and fair value
measurements. Auditors evaluate the reasonableness of accounting estimates and assess the risks of
material misstatement associated with them.

Professional Judgment

Professional judgment is the ability of auditors to make informed decisions based on their knowledge,
experience, and expertise. Auditors must exercise professional judgment throughout the audit process to
assess risks, evaluate evidence, and reach conclusions. Professional judgment is essential for maintaining
audit quality and integrity.

Review Engagement

A review engagement is a type of assurance engagement in which the auditor provides limited assurance
on the financial statements. Review engagements are less extensive than audits and focus on analytical
procedures and inquiries rather than detailed testing. Review engagements provide stakeholders with a
level of assurance on the financial statements.

Going Concern Assessment

The going concern assessment is the process of evaluating a company's ability to continue operating in the
foreseeable future. Auditors assess the company's financial position, cash flow, and future prospects to
determine whether the going concern assumption is appropriate. If there are concerns about the company's

Read online: https://certificates.uksm.org.uk/guides/3273962/auditing- London School of Planning and Management - 21 Jun 2026
practices-in-hgb-accounting



UK'S Miszemen GUIDE

RESPECTED AND RECOGNISED QUALIFICATIONS

ability to continue as a going concern, auditors may issue a qualified opinion.
Audit Quality

Audit quality refers to the degree to which an audit meets its objectives and provides reliable and relevant
information to stakeholders. High-quality audits are characterized by independence, objectivity,
professional skepticism, and adherence to auditing standards. Audit quality is essential for maintaining trust
in financial reporting and decision-making.

International Standards on Auditing

International Standards on Auditing (ISA) are a set of guidelines and principles issued by the International
Auditing and Assurance Standards Board (IAASB). ISAs provide a framework for conducting high-quality
audits and are used by auditors around the world. Adherence to ISAs helps ensure consistency and
reliability in audit practices.

Professional Ethics

Professional ethics are the principles and values that govern the behavior and conduct of auditors. Ethical
behavior is essential for maintaining trust and confidence in the audit profession. Auditors must adhere to
professional codes of ethics, such as those issued by professional bodies like the International Federation of
Accountants (IFAC).

Accounting Standards

Accounting standards are the rules and guidelines that govern the preparation of financial statements. In
Germany, accounting standards are primarily based on the HGB and International Financial Reporting
Standards (IFRS). Auditors must ensure that financial statements comply with relevant accounting standards
to provide accurate and reliable information to stakeholders.

Continuous Professional Development

Continuous professional development (CPD) refers to the ongoing learning and skill development that
auditors must engage in to maintain their professional competence. CPD activities include training
programs, seminars, and professional certifications. Auditors must stay abreast of changes in auditing
standards, regulations, and technology through CPD to perform high-quality audits.

Audit Committee

An audit committee is a subcommittee of the board of directors responsible for overseeing the company's
financial reporting processes and external audit. Audit committees provide independent oversight of the
audit process, review audit findings, and communicate with external auditors. Audit committees play a key
role in promoting transparency and accountability in financial reporting.

Audit Findings

Audit findings are the results of the auditor's examination of the company's financial statements and
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internal controls. Findings may include instances of noncompliance with accounting standards, weaknesses
in internal controls, or errors in financial reporting. Auditors communicate their findings to management
and the audit committee for corrective action.

Documentation Requirements

Documentation requirements refer to the standards and guidelines for preparing audit documentation.
Auditors must maintain comprehensive and organized documentation that supports the audit procedures
performed, evidence obtained, and conclusions reached. Documentation requirements help ensure the
quality, consistency, and reliability of audit work.

External Audit Opinion

The external audit opinion is the conclusion reached by the auditor regarding the company's financial
statements. The audit opinion may be unqualified (clean), qualified, adverse, or disclaimer. The opinion
provides stakeholders with assurance on the accuracy and reliability of the financial statements. The external
audit opinion is a critical component of the audit report.

Audit Process

The audit process is the series of steps and activities performed by auditors to examine the company's
financial statements and internal controls. The audit process includes planning, risk assessment, audit

procedures, evidence gathering, and reporting. Effective execution of the audit process is essential for
achieving the audit's objectives and providing assurance to stakeholders.

External Audit Regulation

External audit regulation refers to the laws, regulations, and standards that govern the conduct of external
auditors. Regulations are designed to ensure the independence, objectivity, and quality of external audits.
Auditors must comply with external audit regulations to maintain their professional integrity and provide
reliable assurance to stakeholders.

Audit Sampling Methods

Audit sampling methods are techniques used by auditors to select a representative sample of transactions
or balances for testing. Common sampling methods include random sampling, systematic sampling, and
stratified sampling. Auditors choose the appropriate sampling method based on the characteristics of the
population and the audit objectives.

Completeness Testing

Completeness testing is a type of audit procedure that focuses on ensuring that all relevant transactions
and balances are included in the financial statements. Auditors perform completeness testing to identify
potential omissions or errors in financial reporting. Completeness testing is essential for providing
assurance on the accuracy and integrity of financial information.

Control Environment
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The control environment is the set of policies, procedures, and practices established by management to
promote effective internal control. The control environment includes the tone at the top, ethical values, and
management's commitment to integrity. Auditors evaluate the control environment as part of their
assessment of internal controls.

Documentation Review

Documentation review is the process of examining and verifying the accuracy and completeness of audit
documentation. Auditors review documentation to ensure that it supports the audit procedures performed,
evidence obtained, and conclusions reached. Documentation review is essential for maintaining the quality
and credibility of the audit work.

Audit Findings Report

The audit findings report is a document prepared by the auditor that summarizes the results of the audit.
The findings report includes instances of noncompliance, control weaknesses, errors, or other significant
issues identified during the audit. Auditors communicate their findings to management and the audit
committee for corrective action.

Audit Quality Control

Audit quality control refers to the policies and procedures implemented by audit firms to ensure the quality
and consistency of audit work. Quality control measures include training, supervision, review processes, and
compliance with auditing standards. Audit quality control is essential for maintaining the integrity and
credibility of the audit profession.

Substantive Analytical Procedures

Substantive analytical procedures are analytical tests performed by auditors to assess the reasonableness of
financial information. Analytical procedures involve comparing financial data against expectations, trends, or
industry benchmarks. Substantive analytical procedures provide auditors with additional evidence to
support their conclusions.

Internal Control Testing

Internal control testing is the process of evaluating the effectiveness of internal controls in preventing and
detecting errors or fraud. Auditors perform control testing to assess the reliability of internal controls and
their impact on the financial statements. Internal control testing helps auditors identify control weaknesses
and assess control risk.

Financial Statement Assertions

Financial statement assertions are representations made by management regarding the accuracy and
completeness of financial statements. Assertions relate to account balances, transactions, and disclosures
presented in the financial statements. Auditors use financial statement assertions to guide their audit
procedures and assess the risk of material misstatement.
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External Audit Procedure

External audit procedure refers to the series of steps and activities performed by external auditors to
examine a company's financial statements. External audit procedures include risk assessment, audit
planning, evidence gathering, and reporting. Auditors follow a systematic approach to ensure the integrity
and reliability of their audit work.

Accounting Standards Compliance

Accounting standards compliance refers to the adherence to relevant accounting standards when preparing
financial statements. Companies must comply with accounting standards, such as HGB or IFRS, to ensure
the accuracy and reliability of financial reporting. Auditors assess compliance with accounting standards as
part of their audit procedures.

Risk-Based Audit Approach

The risk-based audit approach is a methodology that focuses on identifying and assessing risks
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