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Introduction. 

The legal basis of accounting audit in enterprises varies significantly from one jurisdiction to another, as it 

is determined by national laws, regulations, and standards. However, there are some common principles 

and practices that are typically observed across many legal frameworks. Below are some key components 

that often form the legal basis of accounting audit in enterprises: 

1. Legal Requirements: Most countries have laws and regulations that mandate the performance of audits 

for specific types of entities, such as public companies, financial institutions, and large private companies. 

These laws define which entities are required to have an audit and the frequency of the audit (e.g., annual 

or biennial). 

2. Regulatory Oversight: In many jurisdictions, there are specific governmental or quasi-governmental 

regulatory bodies responsible for overseeing the accounting and auditing standards, as well as the conduct 

of auditors. These bodies often derive their authority from primary legislation and have the power to issue 

regulations and standards that are legally binding. 

3. Adoption of International Standards: Many countries have adopted international auditing standards, 

such as the International Standards on Auditing (ISA) issued by the International Auditing and Assurance 

Standards Board (IAASB). These standards provide guidelines for conducting audits, and their adoption 

into national laws effectively establishes the legal framework for audit practices. 

4. Financial Reporting Standards: Legal frameworks often require companies to prepare their financial 

statements in accordance with specific accounting standards, such as Generally Accepted Accounting 

Principles (GAAP), International Financial Reporting Standards (IFRS), or other national accounting 

standards. Auditors are then required to assess whether the financial statements comply with these 

standards. 
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5. Auditor Licensing and Regulation: The legal basis of accounting audit often prescribes the 

qualifications and licensing requirements for auditors. It establishes the procedures for the registration, 

oversight, and discipline of audit firms and individual auditors, ensuring their competence and ethical 

conduct. 

6. Auditor Independence and Objectivity: Legal frameworks typically include provisions to ensure auditor 

independence and objectivity. These provisions often restrict auditors from providing certain non-audit 

services to audit clients and establish safeguards to protect the auditor's objectivity in performing the 

audit. 

7. Legal Liability: Laws often stipulate the legal liability of auditors for negligence, errors, or omissions in 

the performance of their duties, typically establishing the legal standards of care and the potential 

consequences for professional misconduct. 

8. Corporate Governance Requirements: Some legal frameworks mandate internal control and corporate 

governance measures, such as the establishment of audit committees or the requirement for internal audit 

functions. These requirements often complement external audit reviews to ensure the integrity of financial 

reporting. 

It's important to note that the legal basis of accounting audit can vary significantly, and the above elements 

are not exhaustive. The specifics will depend on the legal framework in each country or jurisdiction. 

Furthermore, the legal basis of audit may evolve over time in response to changes in accounting, financial 

reporting, and corporate governance standards. 

As legal and regulatory environments can be complex and subject to change, enterprises should seek 

appropriate legal and accounting advice specific to their jurisdiction and circumstances. 

When it comes to accounting audit in enterprises, there are several key aspects to consider. Let's break it 

down. 

Legal Foundation and Regulation 

The legal basis of accounting audit in enterprises varies from country to country. However, most legal 

systems have certain common features. 

1. Legal Mandates: Many countries have specific laws and regulations that require certain types of 

entities, such as public companies or financial institutions, to undergo regular audits. These laws dictate 

which entities require an audit and the frequency of such audits, often annually. 

2. Regulatory Authorities: There are often government or quasi-governmental bodies responsible for 

overseeing auditing standards and the conduct of auditors. These bodies can issue regulations and 

standards that are legally binding for auditors and the entities they audit. 

3. International Standards: Many countries have incorporated international auditing standards, such as the 

International Standards on Auditing (ISA) issued by the International Auditing and Assurance Standards 

Board (IAASB), into their national laws. This integration effectively establishes the legal framework for 

audit practices. 

Professional Requirements 

1. Licensing and Regulation: The legal foundation of accounting audit typically outlines the qualifications 

and licensing requirements for auditors and audit firms. It also establishes oversight and disciplinary 

procedures to ensure the competence and ethical behavior of auditors. 
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2. Independence and Objectivity: Legal frameworks often include provisions to ensure auditor 

independence and objectivity, which helps prevent conflicts of interest and maintain integrity in the 

auditing process. 

Financial Reporting 

1. Adherence to Standards: Legal frameworks often require companies to prepare financial statements 

according to specific accounting standards, such as Generally Accepted Accounting Principles (GAAP) or 

International Financial Reporting Standards (IFRS). Auditors then assess whether the financial statements 

comply with these standards. 

2. Corporate Governance: Some legal systems mandate internal control and corporate governance 

measures, which complement external audit reviews to ensure the integrity of financial reporting. 

Practical Considerations 

1. Auditor Liability: Laws stipulate the legal liability of auditors for negligence, errors, or omissions. They 

also establish the potential consequences for professional misconduct. 

2. Corporate Compliance: Enterprises must ensure compliance with these legal and regulatory 

requirements, and they often seek advice from legal and accounting professionals to navigate the 

complexities and changes in these frameworks. 

Continuing Evolution 

Legal frameworks for accounting audit are constantly evolving in response to changes in accounting, 

financial reporting, and corporate governance standards. Enterprises need to stay current with legal and 

regulatory updates to ensure compliance and best practices. 

Conclusion. 

So, the legal basis of accounting audit in enterprises is a multifaceted area that demands attention to legal 

and professional requirements, while also ensuring compliance with international standards and local 

regulations. 

Remember, these are general principles, and specific details will vary based on the legal and regulatory 

environment within a given jurisdiction. 
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