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The Institutional Role of German Audit Standard “IDW PS 981’
The Institution of German RMS Audit

Masahiro SHISEKI

Abstract

It is obvious that the purpose of IDW PS 981 is to measure quantitative risk through
setting up the concept of risk-bearing capacity and recognize the development of
threating going concern quickly. Furthermore, the purpose of this is set up to judge how
German listed stock companies take measure in advance and to recognize, evaluate,
control, and monitor the main strategic risk.

The institutional role of IDW PS 981 is found in the following two things. According
to IDW PS 981, in preparing for decision-making as an entrepreneur, quantitative risk
is measured through the concept of risk-bearing capacity. So it offers the audit practical
guideline of German RM. (@ It is also the basis for the audit judgement of German
RMS, and it establishes the rule of audit procedure of German RMS for auditors.

IDW PS 981 grants the social certification of quantitative risk and numerical values
on accounting dealt with by the audit practice of German RM and RMS to German
listed stock companies. The essence of the institutional role of IDW PS 981 is found in

this respect.
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