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Auditing Practices in HGB Accounting

Auditing practices in HGB accounting refer to the procedures and methods followed by auditors when
examining the financial statements prepared according to the German Commercial Code
(Handelsgesetzbuch or HGB). Auditors play a crucial role in ensuring the accuracy and reliability of financial
information presented by companies in Germany. Here are some key terms related to auditing practices in
HGB accounting:

1. Auditor:
An individual or firm responsible for conducting an independent examination of a company's financial
statements to express an opinion on their fairness and compliance with applicable laws and regulations.

2. Audit Engagement:
The formal agreement between an auditor and a client to perform an audit of the client's financial
statements. It outlines the scope, objectives, and terms of the audit engagement.

3. Audit Report:
A document prepared by the auditor summarizing the findings of the audit and expressing an opinion on
the fairness of the financial statements. The audit report is addressed to the shareholders of the company.

4. Audit Evidence:
The information and documentation gathered by the auditor to support the conclusions reached during the
audit. Audit evidence includes records, physical observations, calculations, and confirmations from third
parties.

5. Audit Risk:
The risk that the auditor may unknowingly fail to detect material misstatements in the financial statements.
Audit risk is influenced by the nature of the client's business, internal controls, and the auditor's procedures.

6. Materiality:
The concept that information is material if its omission or misstatement could influence the economic
decisions of users of the financial statements. Auditors consider materiality when planning and performing
an audit.

7. Internal Control:
The policies, procedures, and practices implemented by a company to ensure the reliability of financial
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reporting, compliance with laws and regulations, and safeguarding of assets. Auditors assess the
effectiveness of internal controls during an audit.

8. Risk Assessment:
The process of identifying and evaluating risks that may affect the accuracy of the financial statements.
Auditors assess the risk of material misstatement due to fraud or error when planning an audit.

9. Sampling:
The practice of testing a representative sample of transactions or account balances to draw conclusions
about the entire population. Auditors use sampling to obtain sufficient, appropriate audit evidence.

10. Going Concern:
The assumption that a company will continue its operations for the foreseeable future. Auditors evaluate
the entity's ability to continue as a going concern when assessing the financial statements.

11. Independence:
The principle that auditors must remain free from conflicts of interest and external influences that could
impair their objectivity and integrity. Independence is essential for maintaining the credibility of the audit
process.

12. Fraud:
Intentional misrepresentation, deception, or manipulation of financial information to deceive stakeholders.
Auditors are responsible for detecting and reporting fraud during an audit.

13. Professional Skepticism:
The attitude of questioning and challenging evidence with a critical mindset during an audit. Auditors
exercise professional skepticism to maintain an objective and unbiased approach to their work.

14. Quality Control:
The policies and procedures implemented by audit firms to ensure that audits are performed in accordance
with professional standards and regulatory requirements. Quality control measures aim to enhance the
reliability and consistency of audit services.

15. Workpapers:
The documentation prepared by auditors to record the procedures performed, evidence obtained, and
conclusions reached during an audit. Workpapers serve as a basis for the audit report and provide support
for the auditor's opinion.

16. Compliance Audit:
An audit that focuses on verifying the company's adherence to specific laws, regulations, or contractual
agreements. Auditors assess whether the entity has complied with applicable requirements in its operations
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and financial reporting.

17. Substantive Procedures:
Audit tests performed to obtain direct evidence about the completeness, accuracy, and validity of account
balances and transactions. Substantive procedures include analytical review, tests of details, and substantive
analytical procedures.

18. Reasonable Assurance:
The level of assurance provided by auditors that the financial statements are free from material
misstatement. Auditors obtain reasonable assurance through risk assessment, testing, and evaluation of
internal controls.

19. External Confirmation:
The process of obtaining direct confirmation from third parties, such as banks or customers, regarding the
accuracy and validity of financial information. Auditors use external confirmations to corroborate the
information provided by the client.

20. Sampling Risk:
The risk that the sample selected for testing may not be representative of the entire population, leading to
incorrect conclusions. Auditors must consider and manage sampling risk to ensure the reliability of audit
findings.

21. Going Concern Assumption:
The principle that financial statements are prepared on the basis that the entity will continue its operations
for the foreseeable future. Auditors evaluate the entity's ability to operate as a going concern when
assessing the financial statements.

22. Scope Limitation:
A restriction imposed by the client or circumstances that prevents the auditor from obtaining sufficient
appropriate audit evidence. Scope limitations may affect the auditor's ability to express an opinion on the
financial statements.

23. Material Misstatement:
An error, omission, or fraud in the financial statements that could influence the economic decisions of users.
Auditors are required to detect and report material misstatements during an audit.

24. Management Representation:
Written statements provided by management to confirm their responsibility for the financial statements, the
accuracy of information disclosed, and compliance with laws and regulations. Auditors rely on management
representations as audit evidence.
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25. Control Environment:
The overall attitude, awareness, and actions of management regarding internal controls and ethical
behavior within the organization. Auditors assess the control environment to understand the tone set by
management.

26. Sampling Methodology:
The approach used by auditors to select a sample of transactions or account balances for testing during an
audit. Sampling methodologies include random sampling, systematic sampling, and block sampling.

27. Professional Judgment:
The ability of auditors to make informed decisions based on their knowledge, experience, and interpretation
of professional standards. Professional judgment is essential for addressing complex issues and
uncertainties in an audit.

28. Internal Audit:
An independent function within an organization responsible for evaluating and improving the effectiveness
of risk management, control, and governance processes. Internal auditors assist external auditors by
providing insights into the company's operations.

29. Material Weakness:
A significant deficiency in internal control that could result in a material misstatement in the financial
statements. Auditors report material weaknesses to management and recommend corrective actions.

30. Documentation Standards:
The requirements for documenting audit procedures, findings, and conclusions in accordance with
professional standards. Auditors must maintain adequate workpapers to support their opinions and comply
with documentation standards.

31. Peer Review:
An independent evaluation of an audit firm's quality control system and compliance with professional
standards conducted by other audit professionals. Peer reviews help ensure the consistency and reliability of
audit services.

32. Accounting Policies:
The specific principles, rules, and procedures adopted by a company to prepare and present its financial
statements. Auditors evaluate the appropriateness and consistency of accounting policies during an audit.

33. Management Override:
The ability of management to manipulate financial information and override internal controls to perpetrate
fraud. Auditors assess the risk of management override and implement procedures to detect fraudulent
activities.
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34. Sampling Size:
The number of items selected for testing in a sample during an audit. Auditors determine the sampling size
based on factors such as materiality, risk assessment, and desired level of assurance.

35. External Audit:
An independent examination of a company's financial statements conducted by external auditors to provide
assurance on their accuracy and compliance with accounting standards. External audits are required by law
for many companies.

36. Control Testing:
The evaluation of the design and operating effectiveness of internal controls to assess their ability to
prevent or detect errors and fraud. Auditors perform control testing as part of their risk assessment
procedures.

37. Audit Planning:
The process of developing an overall strategy for the audit engagement, including identifying risks, setting
objectives, and determining the scope of work. Audit planning is essential for conducting an effective and
efficient audit.

38. Sampling Frame:
The population from which a sample is selected for testing during an audit. Auditors define the sampling
frame to ensure that the sample is representative of the entire population and meets the audit objectives.

39. Professional Ethics:
The principles and rules that guide the behavior and conduct of auditors in performing their duties.
Professional ethics require auditors to act with integrity, objectivity, and independence while upholding the
public interest.

40. Substantive Analytical Procedures:
Analytical review techniques used by auditors to identify relationships, trends, and inconsistencies in
financial data. Substantive analytical procedures provide substantive evidence to support the auditor's
conclusions.

41. Material Misstatement Risk:
The risk that the financial statements contain errors or omissions that could influence the decisions of users.
Auditors assess material misstatement risk based on the nature and significance of potential misstatements.

42. Sampling Error:
The difference between the results obtained from a sample and the true value of the population being
tested. Auditors must consider and quantify sampling error to determine the reliability of audit findings.
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43. Integrated Audit:
An audit that combines the examination of financial statements with the assessment of internal control
effectiveness. Integrated audits provide a comprehensive evaluation of the company's financial reporting
process.

44. Review Engagement:
A limited assurance engagement where auditors perform analytical procedures and inquiries to express a
conclusion on the plausibility of financial statements. Review engagements are less extensive than full
audits.

45. Control Environment Assessment:
The evaluation of management's commitment to integrity, ethical values, and competence in establishing
and maintaining internal controls. Auditors assess the control environment to understand the overall control
consciousness within the organization.

46. Sampling Plan:
The detailed strategy for selecting a sample of transactions or balances for testing during an audit. Auditors
develop a sampling plan based on the audit objectives, materiality, and risk assessment considerations.

47. Accounting Estimates:
Judgments and assumptions made by management in preparing financial statements, such as depreciation
expense, bad debt provisions, and inventory valuations. Auditors evaluate the reasonableness of accounting
estimates during an audit.

48. Documentation Retention:
The requirement to retain audit documentation, workpapers, and reports for a specified period to comply
with legal and professional standards. Auditors must maintain documentation retention policies to support
their audit work.

49. Sampling Method:
The specific technique or approach used by auditors to select a sample from a population for testing.
Sampling methods include random sampling, stratified sampling, and judgmental sampling based on the
audit objectives.

50. Internal Control Deficiency:
A weakness in the design or operation of internal controls that could result in errors or fraud going
undetected. Auditors identify and report internal control deficiencies to management for corrective action.

51. Professional Development:
The ongoing education, training, and skill development activities undertaken by auditors to enhance their
knowledge and expertise. Professional development is essential for auditors to stay current with changes in
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accounting standards and auditing practices.

52. Walkthrough Testing:
The detailed examination of a transaction or process from its initiation to completion to understand the
flow of controls and identify potential weaknesses. Auditors use walkthrough testing to assess the
effectiveness of internal controls.

53. Sampling Precision:
The acceptable level of variability or margin of error allowed in the results obtained from a sample during
an audit. Auditors determine sampling precision based on materiality, risk assessment, and desired level of
assurance.

54. Internal Control Evaluation:
The assessment of the design and operating effectiveness of internal controls to determine their adequacy
in preventing or detecting errors and fraud. Auditors evaluate internal controls to plan and perform an
effective audit.

55. Control Activities:
The specific policies, procedures, and practices implemented by management to achieve control objectives
and mitigate risks. Control activities are part of the internal control framework assessed by auditors.

56. Sampling Selection:
The process of choosing items from the population for inclusion in the sample during an audit. Auditors use
various sampling selection techniques to ensure randomness and representativeness in the sample.

57. Quality Assurance:
The policies, procedures, and controls implemented by audit firms to maintain the quality and consistency
of audit services. Quality assurance measures include review procedures, training programs, and monitoring
activities.

58. Sampling Technique:
The methodological approach used by auditors to select a sample for testing during an audit. Sampling
techniques include statistical sampling, judgmental sampling, and attribute sampling based on the audit
objectives.

59. Internal Control Monitoring:
The ongoing assessment and oversight of internal controls by management to ensure their effectiveness
and compliance with policies. Auditors review the results of internal control monitoring as part of their audit
procedures.

60. Sampling Distribution:

Read online: https://shortcourses.lsibonline.com/glossaries/3273962/
auditing-practices-in-hgb-accounting

London School of International Business · 20 Jun 2026



G LO S S A RY

The theoretical distribution of sample results that would occur if multiple samples were drawn from the
same population. Auditors use sampling distributions to assess the reliability and variability of audit
findings.

61. Control Self-Assessment:
A process where employees and managers assess the effectiveness of internal controls within their areas of
responsibility. Auditors may use control self-assessment as a tool for evaluating the control environment.

62. Sampling Plan Development:
The process of defining the sampling approach, objectives, size, and methodology for selecting a sample
during an audit. Auditors develop a sampling plan to obtain sufficient, appropriate audit evidence.

63. Stakeholder Communication:
The exchange of information between auditors, management, shareholders, regulators, and other interested
parties regarding the audit process and findings. Effective stakeholder communication is essential for
transparency and accountability.

64. Control Design Assessment:
The evaluation of the adequacy and effectiveness of internal controls in preventing or detecting errors and
fraud. Auditors assess control design to determine whether controls are suitably designed to achieve
control objectives.

65. Sampling Error Rate:
The rate at which errors occur in the sample selected for testing during an audit. Auditors calculate the
sampling error rate to assess the reliability and accuracy of audit findings.

66. Control Testing Procedures:
The specific tests and inquiries performed by auditors to evaluate the operating effectiveness of internal
controls. Control testing procedures include walkthroughs, reperformance, and observation of control
activities.

67. Sampling Frame Definition:
The process of identifying the population from which a sample will be selected for testing during an audit.
Auditors define the sampling frame to ensure that the sample is representative and meets the audit
objectives.

68. Control Environment Factors:
The elements that influence the control consciousness and integrity of an organization, such as
management philosophy, organizational structure, and ethical values. Auditors consider control
environment factors when assessing internal controls.
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69. Sampling Plan Implementation:
The execution of the sampling plan by selecting and testing the sample of transactions or balances during
an audit. Auditors implement the sampling plan to gather sufficient, appropriate audit evidence.

70. Control Effectiveness Evaluation:
The assessment of whether internal controls are operating as designed and achieving control objectives.
Auditors evaluate control effectiveness to determine the reliance that can be placed on internal controls.

71. Sampling Frame Selection:
The process of choosing the appropriate population from which a sample will be drawn for testing during
an audit. Auditors select the sampling frame based on the audit objectives and materiality considerations.

72. Control Risk Assessment:
The evaluation of the risk that internal controls may fail to prevent or detect errors and fraud in financial
reporting. Auditors assess control risk as part of their risk assessment procedures.

73. Sampling Plan Evaluation:
The review and assessment of the effectiveness and sufficiency of the sampling plan developed for an audit.
Auditors evaluate the sampling plan to ensure that it meets the audit objectives and regulatory
requirements.

74. Control Environment Review:
The examination and assessment of management's commitment to integrity, ethical values, and internal
controls within the organization. Auditors review the control environment to understand the control
consciousness of the entity.

75. Sampling Plan Modification:
The adjustment of the sampling approach, size, or methodology based on the results of preliminary testing
or changing audit objectives. Auditors may modify the sampling plan to improve the reliability of audit
evidence.

76. Control Design Effectiveness:
The extent to which internal controls are suitably designed to achieve control objectives and prevent or
detect errors and fraud. Auditors evaluate control design effectiveness to assess the adequacy of controls.

77. Sampling Frame Verification:
The validation of the sampling frame to ensure that it accurately represents the population being tested
during an audit. Auditors verify the sampling frame to maintain the integrity and reliability of audit findings.

78. Control Environment Assessment Criteria:
The standards and benchmarks used by auditors to evaluate management's commitment to internal
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controls and ethical behavior. Control environment assessment criteria help auditors assess the control
consciousness of the entity.

79. Sampling Plan Review:
The examination and validation of the sampling plan to ensure that it meets the audit objectives and
regulatory requirements. Auditors review the sampling plan to verify its adequacy and appropriateness for
the audit.

80. Control Environment Monitoring:
The continuous oversight and assessment of management's commitment to internal controls and ethical
behavior within the organization. Auditors monitor the control environment to identify changes that may
affect internal controls.

81. Control Environment Documentation:
The records, policies, and procedures that document management's commitment to internal controls and
ethical behavior. Auditors review control environment documentation to understand the control
consciousness of the entity.

82. Sampling Plan Approval:
The formal acceptance and endorsement of the sampling plan by audit management to proceed with the
audit. Auditors obtain approval for the sampling plan to ensure that it aligns with audit objectives and
regulatory requirements.

83. <b
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