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SHORT JUSTIFICATION

The financial crisis of 2008 has cast doubt on the well functioning of the European statutory 
audit system, in particular with regard to public interest entities. While deficiencies in the 
banking sector were arguably due to a lack of proper oversight and adequate regulatory 
safeguards, there have been calls to improve the statutory audit system in order to reinforce 
investor protection in the financial statements published by undertakings. It could be debated 
whether or to which degree more adept audit rules could have prevented the crisis. Still, there 
is added value in a more robust audit process and a more dynamic audit market. In this regard, 
the draftsman welcomes the Commission's proposal.

The focus of the draft opinion is on increasing audit quality, independence of the auditor and 
investor protection. The relationship between the auditor of the audited entity, and a 
strengthened audit committee, representing the investors, needs to be particularly highlighted.  
The draftsman would not like to enter the debate on whether the Regulation should rather be 
integrated in the existing Directive, however, he underlines the interlinks with corporate 
governance, which might warrant a more flexible approach to leave Member States a margin 
to adapt provisions to their national frameworks.

Analysis show that the audit market is very concentrated up to the point that in some Member 
States there is a considerably reduced choice since one or two large audit firms dominate the 
market. The draftsman is sceptical as to whether the Commission's proposal will actually be 
able to change the current market situation and break up existing oligopolies. Only drastic 
market interventions might reach this goal, however it is questionable whether such measures 
would be proportionate. Furthermore, some of the proposed measures might actually lead to 
more market concentration and should therefore be carefully considered.

The draftsman supports measures to increase the quality of audits and reinforce auditor 
independence. Nonetheless he underlines that any such measure needs to be proportionate 
with regard to the goal to be accomplished. For this reason the draftsman proposes to 
reconsider or at least adjust the most extensive market interventions in the proposal, i.e. a 
limitation of related financial audit services and the concept of mandatory external rotation. 
While the latter may have its virtues such as increased auditor independence, in its proposed 
form it equally entails the risk of further market concentration, reduced choice of audit firms 
and lower quality audits in the first years following rotation. Therefore the draftsman 
proposes to extend the maximum duration of audit appointments.

The draftsman proposes to considerably strengthen the position of the audit committee. First 
of all, a public tender procedure for the auditor selection should be conducted every 7 years, 
which would allow all interested auditors or audit firms to offer their services, thereby 
rendering the selection process more transparent and giving the audit committee a broader 
choice to select from and the possibility to choose the best qualified firm. During the entire 
auditor selection process, the audit committee shall be the audited entity's representative and 
conduct the negotiations. In addition the investors should be strengthened by e.g. making all 
audit-related services subject to the prior approval of the audit committee, which decreases 
threats to the auditors' independence.
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The additional report to the audit committee and supervisory body is explicitly welcomed by 
the draftsman as it increases the information provided and is the best place to address critical 
issues such as the application of the going concern principle, weaknesses in internal control 
systems and instances of non-compliance. Detailed account in this report needs to be taken of 
the quality of the management's financial statement. This is why the draftsman proposes to 
move several aspects from the public audit report to the additional report, since investors are 
best served by giving more information to the bodies that represent them and have the 
required knowledge of the entity at hand, in contrast to making the information available to 
the public, unacquainted with the entity.

In principle it could be considered to limit services provided to the audited entity beyond the 
mere statutory audit as these can create threats to the auditor's independence if the additional 
fees are disproportionate compared to the amount of the audit fees. However, some of the 
mentioned services are closely linked to the audit work and can be most efficiently or, in 
some instances, only be provided by the auditor. Therefore it would be disproportionate to set 
an arbitrary limit, not adjustable to the concrete situation or complexity of the entity in 
relation to the audit fees. Instead, the draftsman proposes to prohibit non-audit services and 
make audit-related and other assurance services expressly mentioned subject to prior approval 
of the audit committee. In addition, the auditor him- or herself is required to avoid any threats 
to independence and take appropriate safeguards. In order to allow for new services in future, 
both the list of prohibited and the list of permitted services should not be closed.

AMENDMENTS

The Committee on Industry, Research and Energy calls on the Committee on Legal Affairs, as 
the committee responsible, to incorporate the following amendments in its report:

Amendment 1
Proposal for a regulation
Recital 8

Text proposed by the Commission Amendment

(8) Adequate internal organisation of 
statutory auditors and audit firms should 
contribute to preventing any threats to their 
independence. Thus, owners or 
shareholders of an audit firm, as well as 
those managing it, should not intervene in 
the carrying out of a statutory audit in any 
way which jeopardises the independence 
and objectivity of the statutory auditor who 
carries out the statutory audit on behalf of 
the audit firm. Additionally, statutory 
auditors and audit firms should establish 
appropriate internal policies and 
procedures in relation to employees and 

(8) Adequate internal organisation of 
statutory auditors and audit firms should 
contribute to preventing any threats to their 
independence. Thus, owners or 
shareholders of an audit firm, as well as 
those managing it, should not intervene in 
the carrying out of a statutory audit in any 
way which jeopardises the independence 
and objectivity of the statutory auditor who 
carries out the statutory audit on behalf of 
the audit firm. Additionally, statutory 
auditors and audit firms should establish 
appropriate internal policies and 
procedures in relation to employees and 
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other persons involved in the statutory 
audit activity within their organisations in 
order to ensure compliance with their 
statutory obligations. Those policies and 
procedures should in particular seek to 
prevent and address any threats to 
independence and ensure the quality, 
integrity and thoroughness of the statutory 
audit. Those policies and procedures 
should be proportionate in view of the 
scale and complexity of the business of the 
statutory auditor or audit firm.

other persons involved in the statutory 
audit activity within their organisations in 
order to ensure compliance with their 
statutory obligations. Those policies and 
procedures should in particular seek to 
prevent and address any threats to 
independence and ensure the quality, 
integrity and thoroughness of the statutory 
audit. Those policies and procedures 
should be proportionate in view of the 
scale and complexity of the business of the 
statutory auditor or audit firm and the 
audited entities.

Or. en

Amendment 2
Proposal for a regulation
Recital 11

Text proposed by the Commission Amendment

(11) The provision of services other than 
statutory audit to audited entities by 
statutory auditors, audit firms or members 
of their networks may compromise their 
independence. Therefore, it is appropriate 
to require the statutory auditor, the audit 
firm and the members of their network 
not to provide non-audit services to their 
audited entities. The provision of non-
audit services by an audit firm to a 
company would prevent that audit firm 
from carrying out statutory audit of that 
company, thus resulting in a reduction of 
the audit firms available to provide 
statutory audit, in particular with regard to 
the audit of large public-interest entities 
where the market is concentrated. As a 
result, in order to secure that a minimum 
number of audit firms is able to provide 
audit services to large public-interest 
entities, it is appropriate to request that 
audit firms of significant dimension focus 
their professional activity on the carrying 
out of statutory audit and are not allowed 

(11) The provision of services other than 
statutory audit to audited entities by 
statutory auditors, audit firms or members 
of their networks may compromise their 
independence. Therefore, it is appropriate 
to require safeguards to reduce threats to 
independence to be taken and to require 
prior approval by the audit committee of 
the audited entity for any such services as 
well as prohibit the provision of non-audit
services. The provision of non-audit 
services by an audit firm to a company 
would prevent that audit firm from 
carrying out statutory audit of that 
company, thus resulting in a reduction of 
the audit firms available to provide 
statutory audit, in particular with regard to 
the audit of large public-interest entities 
where the market is concentrated. As a 
result, in order to secure that a minimum 
number of audit firms is able to provide 
audit services to large public-interest 
entities, it is appropriate to request that 
audit firms of significant dimension focus 



PE496.380v01-00 6/53 PA\912931EN.doc

EN

to undertake other services unconnected to 
their statutory audit function such as 
consultancy or advisory services.

their professional activity on the carrying 
out of statutory audit and are not allowed 
to undertake other services unconnected to 
their statutory audit function such as 
consultancy or advisory services.

Or. en

Amendment 3
Proposal for a regulation
Recital 15

Text proposed by the Commission Amendment

(15) The statutory audit results in an 
opinion on the truth and fairness of the 
financial statements of the audited entities. 
Stakeholders, however, might to be 
unaware of the limitations of an audit 
(materiality, sampling techniques, role of 
the auditor in the detection of fraud and the 
responsibility of managers), which can lead 
to an expectation gap. In order to reduce 
such gap, it is important to provide more 
clarity on what the scope of the statutory 
audit is.

(15) The statutory audit results in an 
opinion on the truth and fairness of the 
financial statements of the audited entities. 
Stakeholders, however, might to be 
unaware of the limitations of an audit 
(materiality, sampling techniques, role of 
the auditor in the detection of fraud and the 
responsibility of managers), which can lead 
to an expectation gap. In order to reduce 
such gap, it is important to provide more 
clarity on what the scope of the statutory 
audit is, without drawing the attention of 
stakeholders from the actual content of 
the audit opinion.

Or. en

Amendment 4
Proposal for a regulation
Recital 16

Text proposed by the Commission Amendment

(16) Whilst the primary responsibility for 
delivering financial information should 
rest with the management of the audited 
entities, auditors play a role by actively 
challenging management from a user's 
perspective. In order to improve audit 
quality, it is therefore important that the 

(16) Whilst the primary responsibility for 
delivering financial information rests with 
the management of the audited entities, 
auditors play a role by actively challenging 
management from a user's perspective. In 
order to improve audit quality, it is 
therefore important that the professional 
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professional scepticism exercised by 
auditors vis-à-vis the audited entity is 
reinforced. Auditors should recognise the 
possibility that a material misstatment due 
to fraud or error could exist, 
notwithstanding the auditor's past 
experience of the honesty and integrity of 
the audited entity's management. Securing 
audit quality should be the main criterion 
to organise the audit work and to allocate 
the necessary resources to the tasks. The 
integrity of the statutory auditor, audit firm 
and their staff is essential to ensure the 
public confidence in statutory audits and 
financial markets. Therefore, any incident 
that may have serious consequences for the 
integrity of the statutory audit activities 
should be appropriately managed. The 
statutory auditor or the audit firm should 
appropriately document the audit work.

scepticism exercised by auditors vis-à-vis 
the audited entity is reinforced. Auditors 
should recognise the possibility that a 
material misstatment due to fraud or error 
could exist, notwithstanding the auditor's 
past experience of the honesty and integrity 
of the audited entity's management. 
Securing audit quality should be the main 
criterion to organise the audit work and to 
allocate the necessary resources to the 
tasks. The integrity of the statutory auditor, 
audit firm and their staff is essential to 
ensure the public confidence in statutory 
audits and financial markets. Therefore, 
any incident that may have serious 
consequences for the integrity of the 
statutory audit activities should be 
appropriately managed. The statutory 
auditor or the audit firm should 
appropriately document the audit work.

Or. en

Amendment 5
Proposal for a regulation
Recital 19

Text proposed by the Commission Amendment

(19) The results of the statutory audit 
should be presented to the stakeholders in 
the audit report. In order to increase the 
confidence of stakeholders in the financial 
statements of the audited entity, it is 
particularly important that the audit report 
is well-founded and solidly substantiated 
and its content expanded to include 
additional information specific to the audit 
carried out. The audit report should in 
particular include sufficient information on 
the methodology used in the audit, 
especially how much of the balance sheet 
has been directly verified and how much 
has been based on system and compliance 
testing, on the levels of materiality applied 
to perform the audit, on the key areas of 

(19) The results of the statutory audit 
should be presented to the stakeholders in 
the audit report. In order to increase the 
confidence of stakeholders in the financial 
statements of the audited entity, it is 
particularly important that the audit report 
is well-founded and solidly substantiated 
and its content expanded to include 
additional information specific to the audit 
carried out. The audit report should in 
particular include information on the 
methodology used in the audit, on matters 
in the financial statements that are 
fundamental to the users' understanding, 
on whether the statutory audit was 
designed to detect fraud and, in the event 
of a qualified or adverse opinion or a 
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risk of material misstatements of the 
annual and consolidated financial 
statements, on whether the statutory audit 
was designed to detect fraud and, in the 
event of a qualified or adverse opinion or a 
disclaimer of opinion, on the reasons for 
such decision.

disclaimer of opinion, on the reasons for 
such decision.

Or. en

Amendment 6
Proposal for a regulation
Recital 23

Text proposed by the Commission Amendment

(23) Audit committees, or bodies 
performing an equivalent function within 
the audited entity, have a decisive role in 
contributing to high-quality statutory audit. 
It is particularly important to reinforce the 
independence and technical competence of 
the audit committee by requiring that a 
majority of its members is independent and 
that at least one member of the committee 
has competence in auditing and another 
one in auditing and/or accounting. The 
Commission Recommendation of 15 
February 2005 on the role of non-executive 
or supervisory directors of listed 
companies and on the committees of the 
(supervisory) board sets out how audit
committees should be established and 
function. Considering, however, the 
dimension of boards in companies with 
reduced market capitalisation and in small 
and medium-sized public-interest entities, 
it would be appropriate that the functions 
assigned to the audit committee for those 
entities, or to a body performing equivalent 
functions within the audited entity, may be 
performed by the administrative or 
supervisory body as a whole. Public-
interest entities which are UCITS or 
alternative investment funds should also be 
exempted from the obligation to have an 

(23) Audit committees, or bodies 
performing an equivalent function within 
the audited entity, have a decisive role in 
contributing to high-quality statutory audit. 
It is particularly important to reinforce the 
independence and technical competence of 
the audit committee by requiring that a 
majority of its members is independent and 
that at least one member of the committee 
has competence in auditing and another 
one in auditing and/or accounting. 
Members of the audit committee should 
take part in skill enhancement 
programmes to ensure an appropriate 
level of technical knowledge to fulfil their 
roles. The Commission Recommendation 
of 15 February 2005 on the role of non-
executive or supervisory directors of listed 
companies and on the committees of the 
(supervisory) boardsets out how audit 
committees should be established and 
function. Considering, however, the 
dimension of boards in companies with 
reduced market capitalisation and in small 
and medium-sized public-interest entities, 
it would be appropriate that the functions 
assigned to the audit committee for those 
entities, or to a body performing equivalent 
functions within the audited entity, may be 
performed by the administrative or 
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audit committee. This exemption takes into 
account the fact that where those funds 
function merely for the purpose of pooling 
assets, the employment of an audit 
committee is not appropriate. UCITS and 
alternative investments funds, as well as 
their management companies, operate in a 
strictly defined regulatory environment and 
are subject to specific governance 
mechanisms such as controls exercised by 
their depositary.

supervisory body as a whole. Public-
interest entities which are UCITS or 
alternative investment funds should also be 
exempted from the obligation to have an 
audit committee. This exemption takes into 
account the fact that where those funds 
function merely for the purpose of pooling 
assets, the employment of an audit 
committee is not appropriate. UCITS and 
alternative investments funds, as well as 
their management companies, operate in a 
strictly defined regulatory environment and 
are subject to specific governance 
mechanisms such as controls exercised by 
their depositary.

Or. en

Amendment 7
Proposal for a regulation
Recital 24

Text proposed by the Commission Amendment

(24) It is also important that the role of the 
audit committee in the selection of a new 
statutory auditor or audit firm be 
reinforced, for the benefit of a more 
informed decision of the general meeting 
of shareholders or members of the audited 
entity. Hence, when making a proposal to 
the general meeting, the board should 
explain whether it follows the 
recommendation of the audit committee 
and, if not, why. The recommendation of 
the audit committee should include at least 
two possible choices for the audit 
engagement and a duly justified preference 
for one of them, so that the general meeting 
can make a real choice. In order to provide 
a fair and proper justification in its 
recommendation, the audit committee 
should use the results of a mandatory 
selection procedure organised by the 
audited entity, under the responsibility of 
the audit committee. In such selection

(24) It is also important that the role of the 
audit committee in the selection of a new 
statutory auditor or audit firm be 
reinforced, for the benefit of a more 
informed decision of the general meeting 
of shareholders or members of the audited 
entity. Hence, when making a proposal to 
the general meeting, the board should 
explain whether it follows the 
recommendation of the audit committee 
and, if not, why. The recommendation of 
the audit committee should include at least 
two possible choices for the audit 
engagement, a comprehensive assessment 
of both proposals, and a duly justified 
preference for one of them, so that the 
general meeting can make a real choice. In 
order to provide a fair and proper
justification in its recommendation, the 
audit committee should use the results of a 
mandatory tender procedure organised by 
the audited entity, under the responsibility 
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procedure, the audited entity should invite 
statutory auditors or audit firms, including 
smaller ones, to present proposals for the 
audit engagement. Tender documents 
should contain transparent and non-
discriminatory selection criteria to be used 
for the evaluation of proposals. 
Considering, however, that this selection
procedure could entail disproportionate 
costs for companies with reduced market 
capitalisation or small and medium-sized 
public-interest entities having regard to 
their dimension, it is appropriate to relieve 
such entities from this obligation.

of the audit committee. In such tender 
procedure, the audited entity should 
publish a call to auditors or audit firms to 
present proposals for the audit engagement. 
Tender documents should contain 
transparent and non-discriminatory 
selection criteria to be used for the 
evaluation of proposals. Considering, 
however, that this tender procedure could 
entail disproportionate costs for companies 
with reduced market capitalisation or small 
and medium-sized public-interest entities 
having regard to their dimension, it is 
appropriate to relieve such entities from 
this obligation.

Or. en

Amendment 8
Proposal for a regulation
Recital 26

Text proposed by the Commission Amendment

(26) The appointment of more than one 
statutory auditor or audit firm by the 
public-interest entities would reinforce the 
professional scepticism and contribute to 
increasing audit quality. Also, this measure 
combined with the presence of smaller 
audit firms would facilitate the 
development of the capacity of such firms, 
thus contributing to increasing the choice 
of statutory auditors and audit firms for 
public-interest entities. Therefore, the 
latter should be encouraged and 
incentivised to appoint more than one 
statutory auditor or audit firm to carry out 
the statutory audit.

(26) The appointment of more than one 
statutory auditor or audit firm by the 
public-interest entities would reinforce the 
professional scepticism and contribute to 
increasing audit quality. Also, this measure 
combined with the presence of smaller 
audit firms would facilitate the 
development of the capacity of such firms, 
thus contributing to increasing the choice 
of statutory auditors and audit firms for 
public-interest entities.

Or. en
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Amendment 9
Proposal for a regulation
Recital 27

Text proposed by the Commission Amendment

(27) In order to address the familiarity 
threat and therefore reinforce the 
independence of auditors and audit firms, it 
is important to establish a maximum 
duration of the audit engagement of a 
statutory auditor or audit firm in a 
particular audited entity. An appropriate 
gradual rotation mechanism should also be 
established with regard to the most senior 
personnel involved in the statutory audit, 
including the key audit partners carrying 
out the statutory audit on behalf of the 
audit firm. It is also important to provide 
for an appropriate period within which 
such statutory auditor or audit firm may 
not carry out the statutory audit of the
same entity. In order to ensure a smooth 
transition, the former auditor should 
transfer a handover file with relevant 
information to the incoming auditor.

(27) In order to address the familiarity 
threat and therefore reinforce the 
independence of auditors and audit firms, it 
is important to establish a maximum 
duration of the audit engagement of a 
statutory auditor or audit firm in a 
particular audited entity. Furthermore, a 
comprehensive, transparent and 
independent evaluation of audit quality 
should be regularly and appropriately 
documented. This comprehensive 
assessment should form the basis for the 
annual auditor selection by the general 
assembly, which follows a tender 
procedure. Furthermore, an appropriate 
gradual rotation mechanism should be 
established with regard to the most senior 
personnel involved in the statutory audit, 
including the key audit partners carrying 
out the statutory audit on behalf of the 
audit firm. In order to ensure a smooth 
transition in case of a new auditor or audit 
firm, the former auditor should transfer a 
handover file with relevant information to 
the incoming auditor.

Or. en

Amendment 10
Proposal for a regulation
Recital 33

Text proposed by the Commission Amendment

(33) The market for the provision of 
statutory audit services to public-interest 
entities evolves over time. It is therefore 
necessary that competent authorities
monitor the developments in the market, 
particularly as regards possible limited 

(33) The market for the provision of 
statutory audit services to public-interest 
entities evolves over time. It is therefore 
necessary that Member States monitor the 
developments in the market, particularly as 
regards possible limited choice of auditor 
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choice of auditor and the risks that arise 
from high market concentration.

and the risks that arise from high market 
concentration.

Or. en

Amendment 11
Proposal for a regulation
Article 5 – paragraph 1

Text proposed by the Commission Amendment

A statutory auditor or audit firm shall take 
all necessary steps to ensure that the 
carrying out of a statutory audit of a 
public-interest entity is not affected by any 
existing or potential conflict of interest or 
business or other relationship involving
the statutory auditor or audit firm carrying 
out the statutory audit and, where 
appropriate, its network, managers, 
auditors, employees, any other natural 
persons whose services are placed at the 
disposal or under the control of the 
statutory auditor or audit firm, or any
person directly or indirectly linked to the 
statutory auditor or audit firm by control.

A statutory auditor or audit firm shall take 
all necessary steps to ensure that the 
independence of the statutory auditor or 
audit firm carrying out the statutory audit is 
not compromised by financial, personal, 
business, employment or other 
relationships involving the statutory 
auditor, the audit firm, its affiliate firms 
and network, and any natural person in a 
position to influence the outcome of the 
statutory audit.

Or. en

Justification

This proposed wording reflects better the nature of the relationship of the statutory auditor or 
audit firm to the audited entity and captures in a more comprehensive way potential threats 
for independence. This is furthermore more aligned to existing international ethics standards 
and would ensure an international level playing field.

Amendment 12
Proposal for a regulation
Article 6 – paragraph 1 – point e

Text proposed by the Commission Amendment

(e) a statutory auditor or an audit firm shall 
establish appropriate and effective 
organisational and administrative 

(e) a statutory auditor or an audit firm shall 
establish appropriate and effective 
organisational and administrative 
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arrangements to prevent, identify, 
eliminate or manage and disclose any 
threats to independence referred to in 
Article 11(2);

arrangements to prevent, identify, 
eliminate or manage and disclose to the 
audit committee of the audited entity any 
threats to independence referred to in 
Article 11(2);

Or. en

Justification

It should be clarified that it is the audit committee of the audited entity that should be 
informed in these cases.

Amendment 13
Proposal for a regulation
Article 6 – paragraph 1 – point j

Text proposed by the Commission Amendment

(j) a statutory auditor or an audit firm shall 
have adequate remuneration policies 
providing sufficient performance 
incentives to secure audit quality. In 
particular, compensation and performance 
evaluation of employees shall not be 
contingent on the amount of revenue that 
the statutory auditor or the audit firm 
derives from the audited entity;

(j) a statutory auditor or an audit firm shall 
have adequate remuneration policies 
providing sufficient performance 
incentives to secure audit quality. In 
particular, compensation and performance 
evaluation of employees shall not be 
contingent on the amount of revenue that 
the statutory auditor or the audit firm 
derives from audit-related and other 
assurance services provided to the audited 
entity;

Or. en

Justification

A complete ban on linking compensation to revenue created appears to be a disproportionate 
means. Reducing the incentives to provide services beyond the statutory audit appears to be 
more appropriate.

Amendment 14
Proposal for a regulation
Article 7 – paragraph 4

Text proposed by the Commission Amendment

4. Persons or firms referred to in paragraph 4. Persons or firms referred to in paragraph 
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2 shall not solicit or accept money, gifts or 
favours from anyone with whom the 
statutory audit or audit firm has a 
contractual relationship.

2 shall not solicit or accept gifts or favours 
from the audited entity unless a 
reasonable and informed third party 
would consider the value insignificant.

Or. en

Justification

The definition of gifts or favours clearly includes "money", which is why this element is 
redundant. In addition, the objective of the proposal is to make the auditor or audit firm more 
independent of the audited entity, which is why it is disproportionate and entails no added 
value to also extend the above rule to relationships with third parties. Insignificant favours or 
gifts that could not reasonably be considered to have an influence on the audit should be 
excluded.

Amendment 15
Proposal for a regulation
Article 9 – paragraph 2

Text proposed by the Commission Amendment

2. When the statutory auditor or audit 
firm provides to the audited entity related 
financial audit services, as referred to in 
Article 10(2), the fees for such services 
shall be limited to no more than 10 % of 
the fees paid by the audited entity for the 
statutory audit.

deleted

Or. en

Justification

When services are related to the audit and thus part of the core tasks, which only the auditor 
or an audit firm can provide, then there should not be any limitation in proportion to the 
mandate fees. However, in return it is suggested to make the list of non-audit services stricter 
and submit all services whether related audit or non-audit to prior approval of the audit 
committee or supervisory board.

Amendment 16
Proposal for a regulation
Article 10 – paragraph 1 – subparagraph 1
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Text proposed by the Commission Amendment

A statutory auditor or an audit firm 
carrying out statutory audit of public-
interest entities may provide to the audited 
entity, to its parent undertaking and to its 
controlled undertakings statutory audit 
services and related financial audit 
services.

A statutory auditor or an audit firm 
carrying out statutory audit of public-
interest entities may provide to the audited 
entity, to its parent undertaking and to its 
controlled undertakings statutory audit 
services, audit-related and other 
assurance services subject to prior 
approval of the audit committee and as 
long as these do not pose a threat to 
independence that cannot be reduced to 
an acceptable level by the application of 
safeguards.

Or. en

Justification

The amended Art. 10 provides for a three level safeguard system with regard to the provision 
of services next to the statutory audit. Firstly, a service may only be provided if there is no 
threat to the independence of the auditor. Secondly, the service may not be explicitly 
prohibited and thirdly, the audit committee has to approve the provision of all services. 
Furthermore, the permitted services are no more precisely defined as audit-related and other 
assurance services.

Amendment 17
Proposal for a regulation
Article 10 – paragraph 1 – subparagraph 2

Text proposed by the Commission Amendment

Where the statutory auditor belongs to a 
network, a member of such network may 
provide to the audited entity, to its parent 
undertaking and to its controlled 
undertakings within the Union statutory 
audit services or related financial audit 
services.

Where the statutory auditor belongs to a 
network, a member of such network may 
provide to the audited entity, to its parent 
undertaking and to its controlled 
undertakings statutory audit services, 
audit-related and other assurance services 
subject to prior approval of the audit 
committee and as long as these do not 
pose a threat to independence that cannot 
be reduced to an acceptable level by the 
application of safeguards.

Or. en
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Justification

See amendment to the preceding subparagraph.

Amendment 18
Proposal for a regulation
Article 10 – paragraph 2 – introductory part

Text proposed by the Commission Amendment

2. For the purposes of this Article, related 
financial audit services shall mean:

2. For the purposes of this Article, audit-
related and other assurance services shall 
mean in particular:

Or. en

Justification

The amended list is no closed list but only indicative. Thus, other services may be permitted 
as long as the conditions of Paragraph 1 are fulfilled.

Amendment 19
Proposal for a regulation
Article 10 – paragraph 2 – point e

Text proposed by the Commission Amendment

(e) providing certification on compliance 
with tax requirements where such 
attestation is required by national law;

(e) providing certification on compliance 
with tax requirements, preparation of tax 
declarations, advice on indirect taxes, 
payroll tax, transfer prices, customs duties 
and public support measures, support 
regarding tax inspections and tax 
authority enquiries;

Or. en

Justification

Auditors are best-placed to provide certification on tax requirements. Especially for small 
public interest entities this is an important service that should be always allowed, whether the 
attestation is required by law or not.

Amendment 20
Proposal for a regulation
Article 10 – paragraph 2 – point e a (new)
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Text proposed by the Commission Amendment

(ea) auditing technology systems, internal 
control or risk management procedure 
related to the preparation and/or control 
of financing information included in the 
financial statements and advice on risk;

Or. en

Justification

While the design and implementation of such control and risk management systems and 
procedures should be prohibited, an audit of such system should be permitted as the auditor 
or audit firm needs to rely on the correctness of the information provided through these 
systems.

Amendment 21
Proposal for a regulation
Article 10 – paragraph 2 – point e b (new)

Text proposed by the Commission Amendment

(eb) providing assurance on the 
implementation and further development 
of electronic data processing systems;

Or. en

Justification

This only refers to assurance services and not the actual implementation of data processing 
systems.

Amendment 22
Proposal for a regulation
Article 10 – paragraph 2 – point e c (new)

Text proposed by the Commission Amendment

(ec) audit of occupational pension 
schemes and pension obligations;

Or. en
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Amendment 23
Proposal for a regulation
Article 10 – paragraph 2 – point f

Text proposed by the Commission Amendment

(f) any other statutory duty related to audit 
work imposed by Union legislation to the 
statutory auditor or audit firm.

(f) any other statutory duty related to audit 
work imposed by Union and/or national 
legislation to the statutory auditor or audit 
firm;

Or. en

Justification

There remain different national legal requirements which the auditor or audit firm should
obviously be allowed to perform.

Amendment 24
Proposal for a regulation
Article 10 – paragraph 2 – point f a (new)

Text proposed by the Commission Amendment

(fa) providing comfort letters for investors 
in the context of the issuance of an 
undertaking's securities and fairness 
opinions or contribution-in-kind reports.

Or. en

Justification

The auditor or audit firm of an audited entity is usually best-placed to provide these services 
and a potential conflict of interest is not likely.

Amendment 25
Proposal for a regulation
Article 10 – paragraph 3 – subparagraph 3 – introductory part

Text proposed by the Commission Amendment

For the purposes of this Article, non-audit 
services shall mean:

For the purposes of this Article, non-audit 
services shall mean in particular:



PA\912931EN.doc 19/53 PE496.380v01-00

EN

Or. en

Justification

This amendment specifies that the list of non-audit services is not a closed one and only 
serves as example, which means that any non-audit service, whether explicitly mentioned or 
not, is prohibited.

Amendment 26
Proposal for a regulation
Article 10 – paragraph 3 – subparagraph 3 – point a – point iii

Text proposed by the Commission Amendment

(iii) designing and implementing internal 
control or risk management procedure 
related to the preparation and/or control of 
financing information included in the 
financial statements and advice on risk;

(iii) designing or implementing technology 
systems, internal control or risk 
management procedure related to the 
preparation and/or control of financing 
information included in the financial 
statements and advice on risk;

Or. en

Justification

Merged with paragraph (vi).

Amendment 27
Proposal for a regulation
Article 10 – paragraph 3 – subparagraph 3 – point a – point iv

Text proposed by the Commission Amendment

(iv) valuation services, providing fairness 
opinions or contribution-in-kind reports;

(iv) valuation services;

Or. en

Justification

Providing fairness opinions or contribution-in-kind reports should be permitted.

Amendment 28
Proposal for a regulation
Article 10 – paragraph 3 – subparagraph 3 – point a – point vi
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Text proposed by the Commission Amendment

(vi) designing and implementing financial 
information technology systems for public-
interest entities as referred to in Article 
2(13)(b) to (j) of Directive 2006/43/EC;

(vi) designing or implementing financial 
information technology systems;

Or. en

Amendment 29
Proposal for a regulation
Article 10 – paragraph 3 – subparagraph 3 – point a – point viii a (new)

Text proposed by the Commission Amendment

(viiia) human resources services, 
including recruiting senior management; 

Or. en

Amendment 30
Proposal for a regulation
Article 10 – paragraph 3 – subparagraph 3 – point a – point viii b (new)

Text proposed by the Commission Amendment

(viiib) legal and tax services that go 
beyond the presentation of alternatives; 
tax services for natural persons with a 
significant role in the financial reporting 
of the audited entity and the marketing of 
tax planning concepts;

Or. en

Justification

Clarification of the allowed tax advice services.

Amendment 31
Proposal for a regulation
Article 10 – paragraph 3 – subparagraph 3 – point b
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Text proposed by the Commission Amendment

(b) services which may entail conflict of 
interest:

deleted

(i) human resources services, including 
recruiting senior management; 
(ii) providing comfort letters for investors 
in the context of the issuance of an 
undertaking's securities;
(iii) designing and implementing financial 
information technology systems for 
public-interest entities as referred to in 
Article 2(13)(a) of Directive 2006/43/EC;
(iv) due diligence services to the vendor or 
the buy side on potential mergers and 
acquisitions and providing assurance on 
the audited entity to other parties at a 
financial or corporate transaction.

Or. en

Justification

It is proposed to have only permitted and allowed services with all services requiring prior 
approval of the audit committee or the supervisory board. Due diligence services should not 
be provided by the auditor or audit firm either and can be provided by third party auditors.

Amendment 32
Proposal for a regulation
Article 10 – paragraph 3 – subparagraph 4

Text proposed by the Commission Amendment

By derogation from the first and second 
subparagraphs, the services mentioned in 
point (b)(iii) and (iv) may be provided by 
the statutory auditor or the audit firm, 
subject to prior approval by the competent 
authority referred to in Article 35(1).

deleted

Or. en
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Justification

In the amended, restricted list, all non-audit services are prohibited and a derogation is no 
longer needed.

Amendment 33
Proposal for a regulation
Article 10 – paragraph 3 – subparagraph 5

Text proposed by the Commission Amendment

By derogation from the first and second 
subparagraphs, the services mentioned in 
point (b)(i) and (ii) may be provided by the 
statutory auditor or the audit firm, subject 
to prior approval by the audit committee 
as referred to in Article 31 of this 
Regulation.

deleted

Or. en

Justification

In the amended, restricted list, all non-audit services are prohibited and a derogation is no 
longer needed.

Amendment 34
Proposal for a regulation
Article 10 – paragraph 4 – subparagraph 3

Text proposed by the Commission Amendment

Being involved in the decision-taking of 
the audited entity and the provision of the
services referred to in points (ii) and (iii)
of paragraph 3(a) shall be considered as 
affecting such independence in all cases.

Being involved in the decision-taking of 
the audited entity and the provision of non-
audit services shall be considered as 
affecting such independence in all cases.

Or. en

Justification

As a system of permitted audit-related and other assurance services on the one hand and non-
audit services on the other is provided for, the latter should always be considered to affect 
independence.
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Amendment 35
Proposal for a regulation
Article 10 – paragraph 4 – subparagraph 4

Text proposed by the Commission Amendment

The provision of the services referred to in 
points (i) and (iv) to (viii) of paragraph 
3(a) shall be presumed to affect such 
independence.

deleted

Or. en

Justification

Obsolete due to prohibition of all non-audit services and the changes to the preceding 
paragraph.

Amendment 36
Proposal for a regulation
Article 10 – paragraph 5

Text proposed by the Commission Amendment

5. Where an audit firm generates more 
than one third of its annual audit 
revenues from large public-interest 
entities and belongs to a network whose 
members have combined annual audit 
revenues which exceed EUR 1 500 million 
within the European Union, it shall 
comply with the following conditions:

deleted

(a) it shall not directly or indirectly 
provide to any public interest entity non-
audit services;
(b) it shall not belong to a network which 
provides non-audit services within the 
Union;
(c) any entity which provides the services 
listed in paragraph 3 shall not directly or 
indirectly hold more than 5 % of the 
capital or of the voting rights in the audit 
firm;
(d) the entities which provide the services 
listed in paragraph 3shall not directly or 
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indirectly hold together more than 10 % 
of the capital or of the voting rights in the 
audit firm;
(e) such audit firm shall not directly or 
indirectly hold more than 5 % of the 
capital or of the voting rights in any entity 
which provides the services listed in 
paragraph 3.

Or. en

Justification

The concept of so-called audit-only firms is a disproportionate market intervention whose 
added value is not evident. Furthermore, all non-audit services are now prohibited which 
means there is no need for large public interest entities specific provisions in this regard.

Amendment 37
Proposal for a regulation
Article 10 – paragraph 6

Text proposed by the Commission Amendment

6. The Commission shall be empowered to
adopt delegated acts in accordance with 
Article 68 for the purpose of adapting the 
list of related financial audit services 
referred to in paragraph 2 and the list of 
non-audit services referred to in paragraph 
3 of this Article. When using such powers, 
the Commission shall take into account 
developments in auditing and the audit 
profession.

6. The Commission shall be empowered to 
adopt delegated acts in accordance with 
Article 68 for the purpose of adapting the 
list of audit-related and other assurance
services referred to in paragraph 2 and the 
list of non-audit services referred to in 
paragraph 3 of this Article. When using 
such powers, the Commission shall take 
into account developments in auditing and 
the audit profession.

Or. en

Justification

Change due to preceding amendments.

Amendment 38
Proposal for a regulation
Article 11 – paragraph 1 – indent 6
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Text proposed by the Commission Amendment

– without prejudice to Directive 
2005/60//EC, the integrity of the public-
interest entity.

– without prejudice to Directive 
2005/60//EC, the integrity of the members 
of the administrative, management or 
supervisory body of the public-interest 
entity.

Or. en

Justification

The amended text better reflects the task to be fulfilled and aims at those in charge of the 
governance of the audited entity

Amendment 39
Proposal for a regulation
Article 15 – paragraph 1

Text proposed by the Commission Amendment

When carrying out the statutory audit of a 
public-interest entity, the statutory auditor 
or audit firm shall maintain professional 
scepticism throughout the audit, 
recognizing the possibility that a material 
misstatement due to facts or behaviour 
indicating irregularities, including fraud or 
error could exist, notwithstanding the 
auditor's or firm's past experience of the 
honesty and integrity of the audited entity's 
management and of the persons charged 
with its governance.

When carrying out the statutory audit of a 
public-interest entity, the statutory auditor 
or audit firm shall maintain professional 
scepticism throughout the audit, 
recognizing the possibility that a material 
misstatement due to facts or behaviour 
indicating irregularities, including fraud or 
error could exist, notwithstanding the 
auditor's or firm's past experience of the 
honesty and integrity of the audited entity's 
management and of the persons charged 
with its governance, as required by 
international auditing standards referred 
to in Article 26 of Directive 2006/43/EC.

Or. en

Justification

There exist comprehensive international auditing standards that provide ample indications on 
professional scepticism.
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Amendment 40
Proposal for a regulation
Article 16 – paragraph 5 – point b

Text proposed by the Commission Amendment

(b) the correspondence with the audited 
entity related to the statutory audit;

(b) the significant correspondence with the 
audited entity related to the statutory audit;

Or. en

Justification

All correspondence related to the statutory audit is a too broad category which would result 
in an amount of data that would be of little use at a later and unnecessarily increase the costs 
and administrative burden of statutory audits.

Amendment 41
Proposal for a regulation
Article 16 – paragraph 5 – point e

Text proposed by the Commission Amendment

(e) the starting and ending dates of the 
phases of audit procedures set out in the 
audit plan;

(e) the starting and ending dates of the 
statutory audits;

Or. en

Justification

The nature of the statutory audit does not allow for clear dates of individual phases as it is an 
iterative process designed to lead to the final audit opinion.

Amendment 42
Proposal for a regulation
Article 16 – paragraph 5 – point h

Text proposed by the Commission Amendment

(h) the opinion of the statutory auditor or 
the key audit partner as evidenced by the 
drafts of the reports referred to in Articles 
22 and 23;

(h) the opinion of the statutory auditor or 
the key audit partner as evidenced by the 
reports referred to in Articles 22 and 23;

Or. en
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Justification

Ultimately, only the final reports reflect the key partners' opinion, which is why it would be of 
little added value to refer to drafts with potential errors or at least being incomplete.

Amendment 43
Proposal for a regulation
Article 22 – paragraph 2 – point h

Text proposed by the Commission Amendment

(h) describe the used methodology, 
including how much of the balance sheet 
has been directly verified and how much 
has been based on system and compliance 
testing;

(h) describe the used methodology;

Or. en

Justification

This information should not be detailed in a public report but in a report addressed to the 
audit committee / supervisory board in the additional report.

Amendment 44
Proposal for a regulation
Article 22 – paragraph 2 – point i

Text proposed by the Commission Amendment

(i) explain any variation in the weighting 
of substantive and compliance testing 
when compared to the previous year, even 
if the previous year's statutory audit had 
been conducted by another statutory 
auditor(s) or audit firm(s);

deleted

Or. en

Justification

International standards exist that should be sufficient in this regard and any added 
complexity could pose problems in practice. Furthermore, it is questionable whether a third 
party not acquainted with the technical matters could understand the additional information 
provided and an audit committee should usually be informed about the audit focuses, which is 
why this element was added to the additional report.
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Amendment 45
Proposal for a regulation
Article 22 – paragraph 2 – point j

Text proposed by the Commission Amendment

(j) lay out the details of the level of 
materiality applied to perform the 
statutory audit;

deleted

Or. en

Justification

In practice such an information is of low added value to non-acquainted third parties, 
especially since the materiality levels can differ in a report. A mention of materiality levels 
would not only render the report more complex but could also lead to implicit conclusions as 
to absolute value thresholds without taking the overall circumstances into account. Since the 
information remains relevant, it is added to the additional report.

Amendment 46
Proposal for a regulation
Article 22 – paragraph 2 – point k

Text proposed by the Commission Amendment

(k) identify key areas of risk of material 
misstatement of the annual or 
consolidated financial statements, 
including critical accounting estimates or 
areas of measurement uncertainty;

(k) draw attention, where appropriate, to 
matters disclosed in the financial 
statements that in the auditor's judgment 
are fundamental to the users' 
understanding of the financial statements;

Or. en

Justification

IFSRs already require the audit committee to be informed of the points mentioned in this 
paragraph. A wording closer to the corresponding ISAs is more appropriate. Further 
information could be given in the additional report.

Amendment 47
Proposal for a regulation
Article 22 – paragraph 2 – point l
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Text proposed by the Commission Amendment

(l) provide a statement on the the situation 
of the audited entity or, in case of the
statutory audit of consolidated financial 
statements, of the parent undertaking and 
the group, especially an assessment of the 
entity's or the parent undertaking's and 
group's ability to meet its/their obligation 
in the forseeable future and therefore 
continue as a going concern;

(l) provide a conclusion on the assessment 
by the statutory auditor or audit firm on
the appropriateness of the management's 
use of the going concern assumption in 
preparing the financial statements and 
whether material uncertainties in relation
to the going concern assumption have 
been identified;

Or. en

Justification

An auditor only verifies the appropriateness of the application of the going concern 
assumption and material uncertainties in this regard. The assumption itself is, however, 
applied by the management of the audited entity. The auditor's task is not to assess the going 
concern itself.

Amendment 48
Proposal for a regulation
Article 22 – paragraph 2 – point m

Text proposed by the Commission Amendment

(m) assess the entity's or, in case of 
consolidated financial statements, the 
parent undertaking's internal control 
system, including significant internal 
control deficiencies identified during the 
statutory audit, as well as the bookkeeping 
and accounting system;

deleted

Or. en

Justification

The audit committee should be informed about any weaknesses in the internal control 
systems. A full assessment of such deficiencies would considerably increase the costs and 
burden of an audit. Furthermore, any information on such weaknesses to third parties are not 
relevant as long as they have not led to a qualified opinion.
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Amendment 49
Proposal for a regulation
Article 22 – paragraph 2 – point p

Text proposed by the Commission Amendment

(p) confirm that the audit opinion is 
consistent with the additional report to the 
audit committee referred to in Article 23;

deleted

Or. en

Justification

This should be limited to exchanges between audit committee and auditor. As the public has 
no access to the additional report, any references to it have little added value and could even 
lead to misunderstandings, e.g. in case there are indeed differences between the two reports.

Amendment 50
Proposal for a regulation
Article 22 – paragraph 2 – point q

Text proposed by the Commission Amendment

(q) declare that the non-audit services 
referred to in Article 10(3) were not 
provided and that the statutory auditor(s) 
or the audit firm(s) remained completely 
independent in conducting the audit. 
Where the statutory audit was carried out 
by an audit firm, the report shall identify 
each member of the audit engagement team 
and shall state that all members remained 
completely independent and had no direct 
or indirect interest in the audited entity;

(q) declare that the statutory auditor(s) or 
the audit firm(s) remained completely 
independent in conducting the audit. 
Where the statutory audit was carried out 
by an audit firm, the report shall identify 
each member of the audit engagement team 
and shall state that all members remained 
completely independent and had no direct 
or indirect interest in the audited entity;

Or. en

Justification

To the public what is relevant is the fact that the auditor has conducted the audit in full 
independence, which is to be assessed by the audit committee. Corporate governance rules 
provide that the audit committee verifies the auditor's independence. Furthermore, it is 
suggested to prohibit the limited list of non-audit services.
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Amendment 51
Proposal for a regulation
Article 22 – paragraph 2 – point r

Text proposed by the Commission Amendment

(r) indicate the non-audit services referred 
to in Article 10(3)(b)(i) and (ii) that the 
audit committee allowed the statutory 
auditor or the audit firm to provide to the 
audited entity;

(r) indicate the audit-related and other 
assurance services referred to in Article 10 
that the audit committee allowed the 
statutory auditor or the audit firm to 
provide to the audited entity;

Or. en

Justification

As all audit-related and other assurance services should be subject to the audit committee's 
approval and non-audit services are prohibited, only the former are to be mentioned here.

Amendment 52
Proposal for a regulation
Article 22 – paragraph 2 – point s

Text proposed by the Commission Amendment

(s) indicate the non-audit services referred 
to in Article 10(3)(b)(iii) and (iv) that the 
competent authority referred to in Article 
35(1) allowed the statutory auditor or the 
audit firm to provide to the audited entity;

deleted

Or. en

Justification

Obsolete since all audit-related and other assurance services are to be mentioned according 
to the preceding paragraph.

Amendment 53
Proposal for a regulation
Article 22 – paragraph 4

Text proposed by the Commission Amendment

4. The audit report shall not be longer than 
four pages or 10000 characters (without 

4. The audit report should not be longer 
than four pages or 10000 characters 
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spaces). It shall not contain any cross-
references to the additional report to the 
audit committee referred to in Article 23.

(without spaces). It shall not contain any 
cross-references to the additional report to 
the audit committee referred to in Article 
23.

Or. en

Justification

The length of the report should be appropriate to the complexity of the entity and the audit, 
which is better decided upon by the auditor.

Amendment 54
Proposal for a regulation
Article 23 – paragraph 1 – subparagraph 1

Text proposed by the Commission Amendment

The statutory auditor(s) or the audit firm(s) 
carrying out statutory audit of public-
interest entities shall submit an additional 
report to the audit committee of the audited 
entity.

The statutory auditor(s) or the audit firm(s) 
carrying out statutory audit of public-
interest entities shall submit an additional 
report to the audit committee and the 
management, administrative and 
supervisory board of the audited entity.

Or. en

Justification

In two-tier systems featuring a supervisory board, the original provision could have the effect 
of reducing the information given to the supervisory board compared to current practice.

Amendment 55
Proposal for a regulation
Article 23 – paragraph 1 – subparagraph 3

Text proposed by the Commission Amendment

The audit committee or the body 
performing equivalent functions shall be 
allowed to transmit the additional report 
to the management, administrative or 
supervisory body of the audited entity.

deleted

Or. en
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Justification

Redundant paragraph if the additional report is automatically sent to the management, 
administrative or supervisory body.

Amendment 56
Proposal for a regulation
Article 23 – paragraph 1 – subparagraph 4

Text proposed by the Commission Amendment

The additional report shall be disclosed to 
the general meeting of the audited entity if 
the management or administrative body of 
the audited entity so decides.

The additional report shall be disclosed to 
the general meeting of the audited entity if 
the supervisory or administrative body of 
the audited entity so decides.

Or. en

Justification

As the additional report is addressed to the administrative or supervisory body in the first 
place, the decision on whether to publish it or not should not be left to the management.

Amendment 57
Proposal for a regulation
Article 23 – paragraph 2 – point e

Text proposed by the Commission Amendment

(e) describe the distribution of tasks among 
the statutory auditor(s)s and/or the audit 
firm(s);

(e) describe the distribution of tasks among 
the statutory auditor(s)s and/or the audit 
firm(s) and include a description of the 
scope and timing of the audit and 
significant findings from the statutory 
audit conducted, including significant 
deficiencies in the internal control system 
of the audited entity; address significant 
difficulties encountered during the audit 
and other matters arising from the 
statutory audit that in the statutory 
auditor's or audit firm's professional 
judgement are significant to the oversight 
of the financial reporting process;

Or. en
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Justification

The mere distribution of tasks between auditors is not enough and the audit committee should 
receive additional information as to the elements added.

Amendment 58
Proposal for a regulation
Article 23 – paragraph 2 – point f

Text proposed by the Commission Amendment

(f) indicate and explain judgments about 
material uncertainty that may cast doubt 
about the entity's ability to continue as a 
going concern;

(f) indicate and explain how events or 
conditions that have been identified in the 
course of the statutory audit may cast 
significant doubt about on the audited
entity's ability to continue as a going 
concern and whether they give rise to a 
material uncertainty;

Or. en

Justification

It is important to the audit committee to know how certain events and conditions may cast a 
doubt and not how the auditor has come to this judgment.

Amendment 59
Proposal for a regulation
Article 23 – paragraph 2 – point f a (new)

Text proposed by the Commission Amendment

(fa) explain any variation in the weighting 
of substantive and compliance testing 
when compared to the previous year, even 
if the previous year's statutory audit had 
been conducted by another statutory 
auditor(s) or audit firm(s);

Or. en

Justification

This was removed from the audit report as such technical information should be addressed to 
the audit committee.
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Amendment 60
Proposal for a regulation
Article 23 – paragraph 2 – point f b (new)

Text proposed by the Commission Amendment

(fb) lay out the details of the level of 
materiality applied to perform the 
statutory audit;

Or. en

Justification

This item has been removed from the audit report as this information is rather relevant to the 
audit committee.

Amendment 61
Proposal for a regulation
Article 23 – paragraph 2 – point f c (new)

Text proposed by the Commission Amendment

(fc) identify key areas of risk of material 
misstatement of the annual or 
consolidated financial statements, 
including critical accounting estimates or 
areas of measurement uncertainty;

Or. en

Justification

Item removed from the audit report.

Amendment 62
Proposal for a regulation
Article 23 – paragraph 2 – point g

Text proposed by the Commission Amendment

(g) determine in detail whether the 
bookkeeping, the accounting, all audited 
documents, the annual or consolidated 
financial statements and possible 
additional reports show appropriateness;

(g) provide details concerning material 
errors and omissions in the bookkeeping, 
the accounting, the annual or consolidated 
financial statements and other reports 
identified in the course of the statutory 
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audit;

Or. en

Justification

The amount of information to the audit committee should be manageable and should therefore 
focus on material issues and not provide an overwhelming level of detail, which risks taking 
attention away from key aspects.

Amendment 63
Proposal for a regulation
Article 23 – paragraph 2 – point g a (new)

Text proposed by the Commission Amendment

(ga) describe the used methodology, 
including how much of the balance sheet 
has been directly verified and how much 
has been based on system and compliance 
testing;

Or. en

Justification

This information should be addressed to the audit committee and was therefore deleted from 
the audit report.

Amendment 64
Proposal for a regulation
Article 23 – paragraph 2 – point g b (new)

Text proposed by the Commission Amendment

(gb) assess the entity's or, in case of 
consolidated financial statements, the 
parent undertaking's internal control 
system, including significant internal 
control deficiencies identified during the 
statutory audit, as well as the bookkeeping 
and accounting system;

Or. en
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Justification

Information that should be addressed to the audit committee, deleted from the audit report 
article.

Amendment 65
Proposal for a regulation
Article 23 – paragraph 2 – point h

Text proposed by the Commission Amendment

(h) indicate and explain in detail all
instances of non-compliance, including 
non-material instances as far as it is 
considered to be important to the audit 
committee in order to fulfil its tasks;

(h) indicate and explain instances of non-
compliance, including non-material 
instances, identified in the course of the 
statutory audit as far as it is considered to 
be important to the audit committee in 
order to fulfil its task;

Or. en

Justification

The audit committee should not be overloaded with details on immaterial instances of non-
compliance in order to be able to focus on the key aspects.

Amendment 66
Proposal for a regulation
Article 23 – paragraph 2 – point i

Text proposed by the Commission Amendment

(i) assess the valuation methods applied to 
the various items in the annual or 
consolidated financial statements
including any impact of changes of such;

(i) assess significant qualitative aspects of
the audited entity's accounting practices,
including accounting policies, accounting 
estimates, valuations and financial 
statement disclosures and any material
impact of changes of such;

Or. en

Justification

Instead of giving a mere judgement on the valuation methods, more detail should be provided 
on qualitative aspects. Again, the auditor should help manage the information for the audit 
committee by pointing out key aspects.
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Amendment 67
Proposal for a regulation
Article 23 – paragraph 2 – point l

Text proposed by the Commission Amendment

(l) indicate and explain the principles of 
consolidation in the case of a statutory 
audit of consolidated financial 
statements;

deleted

Or. en

Justification

This information is already given in the company's financial statements.

Amendment 68
Proposal for a regulation
Article 25 – paragraph 1 – introductory part

Text proposed by the Commission Amendment

Without prejudice to Article 55 of 
Directive 2004/39/EC, Article 53 of 
Directive 2006/48/EC of the European 
Parliament and of the Council, Article 
15(4) of Directive 2007/64/EC, Article 106 
of Directive 2009/65/EC, the first 
paragraph of Article 3 of Directive 
2009/110/EC and Article 72 of Directive 
2009/138/EC of the European Parliament 
and of the Council35 , the statutory auditor 
or audit firm carrying out the statutory 
audit of a public-interest entity shall have a 
duty to report promptly to the competent 
authorities supervising public-interest 
entities any fact or decision concerning 
that public-interest entity of which he, she 
or it has become aware while carrying out 
that statutory audit and which is liable to 
bring about any of the following:

The statutory auditor or audit firm carrying 
out the statutory audit of a public-interest 
entity shall report promptly to the audit 
committee, the administrative and 
supervisory body any fact or decision 
concerning that public-interest entity of 
which he, she or it has become aware while 
carrying out that statutory audit. The 
reporting is to bring about any of the 
following:

Or. en
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Justification

In general, it is more appropriate to channel via those in charge of the governance of the 
audited entity. A direct and un-coordinated communication of the statutory auditor or audit 
firm with the supervisory authority may result in overlapping and confusing communication
on incidents.

Amendment 69
Proposal for a regulation
Article 25 – paragraph 1 – point c

Text proposed by the Commission Amendment

(c) a refusal to certify the financial 
statements or the expression of 
reservations.

(c) a refusal to issue an audit report or the 
issuance of an adverse or a qualified audit 
opinion.

Or. en

Justification

Clarification of the requirement.

Amendment 70
Proposal for a regulation
Article 25 – paragraph 1 – subparagraph 2

Text proposed by the Commission Amendment

The statutory auditor or the audit firm shall 
also have a duty to report any facts and 
decisions of which he, she or it becomes 
aware in the course of carrying out the
statutory audit of an undertaking having 
close links with the public-interest entity 
for which he, she or it is also carrying out 
the statutory audit.

The statutory auditor or the audit firm shall 
also have a duty to report any facts and 
decisions according to paragraph 1 (a), 
(b) or (c) of which he, she or it becomes 
aware in the course of carrying out a
statutory audit of an undertaking controlled 
by the public-interest entity for which he, 
she or it is also carrying out the statutory 
audit.

The audit committee, administrative and 
supervisory body will undertake 
appropriate steps to immediately inform 
the competent authorities supervising 
public interest entities about these 
reported facts and decisions.

Or. en
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Justification

The added wording sets a requirement for those in charge of the governance of the audited 
entity to seek an appropriate way to immediately report the decisions and facts to their 
supervisory authority.

Amendment 71
Proposal for a regulation
Article 25 – paragraph 3

Text proposed by the Commission Amendment

3. The disclosure in good faith to the 
competent authorities, by the statutory 
auditor or audit firm, of any fact or 
decision referred to in paragraph 1 or of 
any fact during the dialogue foreseen in 
paragraph 2 shall not constitute a breach of 
any contractual or legal restriction on 
disclosure of information and shall not 
involve such persons in liability of any 
kind.

3. The disclosure in good faith to the 
competent authorities, by the statutory 
auditor or audit firm, of any fact during the 
dialogue foreseen in paragraph 2 shall not 
constitute a breach of any contractual or 
legal restriction on disclosure of 
information and shall not involve such 
persons in liability of any kind.

Or. en

Justification

This reflects the changed approach in reporting to supervisory authorities for all public 
interest entities. The specific approach for statutory auditors and audit firms of credit 
insurance and insurance undertakings remains.

Amendment 72
Proposal for a regulation
Article 26 – paragraph 2 – subparagraph 1

Text proposed by the Commission Amendment

The annual financial report and the annual 
income statement shall show the total 
turnover divided into fees from the 
statutory audit of annual and consolidated 
financial statements of public-interest 
entities and entities belonging to a group of 
undertakings whose parent undertaking is a 
public-interest entity, fees from the 
statutory audit of annual and consolidated

The annual financial report and the annual 
income statement shall show the total 
turnover divided into fees from the 
statutory audit of annual and consolidated 
financial statements of public-interest 
entities and entities belonging to a group of 
undertakings whose parent undertaking is a 
public-interest entity, fees from the 
statutory audit of annual and consolidated 
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financial statements of other entities and 
fees charged for related financial audit
services as defined in Article 10(2).

financial statements of other entities and 
fees charged for audit-related and other 
assurance services as defined in Article 
10.

Or. en

Justification

Change following modifications to Article 10.

Amendment 73
Proposal for a regulation
Article 31 – paragraph 1 – subparagraph 3 a (new)

Text proposed by the Commission Amendment

Members of the audit committee shall 
take part in skill enhancement 
programmes in order to ensure an 
adequate technical knowledge level to 
fulfil their tasks.

Or. en

Amendment 74
Proposal for a regulation
Article 32 – paragraph 2 – subparagraph 3

Text proposed by the Commission Amendment

When it concerns the renewal of an audit 
engagement in accordance with the second 
subparagraph of Article 33(1), the audit 
committee shall, for the preparation of its 
recommendation, take into consideration 
any findings and conclusions on the 
recommended statutory auditor or audit 
firm referred to in Article 40(6) and 
published by the competent authority 
pursuant to Article 44(d).

When it concerns the renewal of an audit 
engagement in accordance with the second 
subparagraph of Article 33(1), the audit 
committee shall base its recommendation 
on a comprehensive assessment of the 
audit quality of the statutory auditor or 
audit firm after a period of three 
consecutive years. The competent 
authority referred to in Article 35(2) may 
adjust the timing in accordance with the 
national appointment period.

Or. en
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Justification

After a period of three years, the audit committee should evaluate the audit quality. The 
timing can be adjusted, since the appointment period varies throughout Europe. Mandatory 
re-assessment of the quality of the auditor or audit firm will - in connection with reporting to 
the shareholders meeting and to the competent authority and the competent authority´s veto 
right - increase transparency about the decision making process.

Amendment 75
Proposal for a regulation
Article 32 – paragraph 2 – subparagraph 4

Text proposed by the Commission Amendment

In its recommendation, the audit committee 
shall state that its recommendation is free 
from influence by a third party and that no 
contractual clause as referred to in 
paragraph 7 has been imposed upon it.

The comprehensive assessment shall be 
performed in a transparent and systematic 
approach, and shall include the 
consideration of professional 
competencies of the auditor or audit firm 
which are necessary to perform the 
statutory audit in compliance with 
relevant ethical requirements and 
international standards on auditing 
referred to in Article 20. It shall take into 
consideration any findings and 
conclusions on the recommended 
statutory auditor or audit firm referred to 
in Article 40(6) and published by the 
competent authority pursuant to Article 
44(d).
In its recommendation, the audit committee 
shall state that its recommendation is free 
from influence by a third party and that no 
contractual clause as referred to in 
paragraph 7 has been imposed upon it.

Or. en

Justification

This sets out the content of the assessment of audit quality.

Amendment 76
Proposal for a regulation
Article 32 – paragraph 3 – introductory part
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Text proposed by the Commission Amendment

Unless it concerns the renewal of an audit 
engagement in accordance with the 
second subparagraph of Article 33(1), the 
recommendation of the audit committee 
referred to in paragraph 2 of this Article, 
shall be prepared following a selection
procedure organized by the audited entity 
respecting the following criteria:

The recommendation of the audit 
committee referred to in paragraph 2 of this 
Article, shall be prepared following a 
tender procedure organized by the audited 
entity respecting the following criteria:

Or. en

Justification

To allow for a greater choice of audit firms competing for the statutory audit and in order to 
duly justify the recommendations to the general assembly, a public tender procedure should 
be conducted.

Amendment 77
Proposal for a regulation
Article 32 – paragraph 3 – point a

Text proposed by the Commission Amendment

(a) the audited entity shall be free to invite
any statutory auditors or audit firms to 
submit proposals for the provision of the 
statutory audit service on the condition that 
Article 33(2) is respected and that at least 
one of the invited auditors or firms is not 
one who received more than 15% of the 
total audit fees from large public-interest 
entities in the Member State concerned in 
the previous calendar year;

(a) any statutory auditor or audit firm is 
free to submit proposals for the provision 
of the statutory audit service on the 
condition that Article 33(2) is respected;

Or. en

Justification

As there the procedure should be a public call for tenders, no pre-selection of invited auditors 
should take place.
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Amendment 78
Proposal for a regulation
Article 32 – paragraph 3 – point b

Text proposed by the Commission Amendment

(b) the audited entity shall be free to 
choose the method to contact the invited 
statutory auditor(s) or audit firm(s) and 
shall not be required to publish a call for 
tenders in the Official Journal of the 
European Union and/or in national gazettes 
or newspapers;

(b) the audited entity shall publish a call 
for tenders in the Official Journal of the 
European Union and/or in national gazettes 
or newspapers;

Or. en

Justification

While the audited entity is free to renew the auditor appointment once, it should organize a 
call for tenders when the maximum duration for two consecutive appointments of an auditor 
or audit firm has been reached. This will allow for more competition and a more transparent 
selection process.

Amendment 79
Proposal for a regulation
Article 32 – paragraph 3 – point c

Text proposed by the Commission Amendment

(c) the audited entity shall prepare tender 
documents to the intention of the invited 
statutory auditor(s) or audit firm(s). Those 
tender documents shall allow them to 
understand the business of the audited 
entity and the type of statutory audit that is 
to be carried out. The tender documents 
shall contain transparent and non-
discriminatory selection criteria that shall 
be used by the audited entity to evaluate 
the proposals made by statutory auditors or 
audit firms;

(c) the audit committee shall prepare 
tender documents to the intention of the 
invited statutory auditor(s) or audit firm(s). 
Those tender documents shall allow them 
to understand the business of the audited 
entity and the type of statutory audit that is 
to be carried out. The tender documents 
shall contain transparent and non-
discriminatory selection criteria that shall 
be used by the audited entity to evaluate 
the proposals made by statutory auditors or 
audit firms;

Or. en

Justification

The audit committee should be responsible for the auditor selection procedure.
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Amendment 80
Proposal for a regulation
Article 32 – paragraph 3 – point d

Text proposed by the Commission Amendment

(d) the audited entity shall be free to define 
the selection procedure and may conduct 
direct negotiations with interested 
tenderers in the course of the procedure;

(d) the audit committee shall be free to 
define the selection procedure and may 
conduct direct negotiations with interested 
tenderers in the course of the procedure;

Or. en

Justification

The audit committee should be responsible for the auditor selection procedure.

Amendment 81
Proposal for a regulation
Article 32 – paragraph 3 – point f

Text proposed by the Commission Amendment

(f) the audited entity shall evaluate the 
proposals made by the statutory auditors or 
audit firms in accordance with the 
selection criteria predefined in the tender 
documents. The audited entity shall 
prepare a report on the conclusions of the 
selection procedure, which shall be 
validated by the audit committee. The 
audited entity and the audit committee 
shall take into consideration any inspection 
report on the applicant statutory auditor or 
audit firm referred to in Article 40(6) and 
published by the competent authority 
pursuant to Article 44(d);

(f) the audit committee shall perform a 
comprehensive assessment of the 
proposals made by the statutory auditors or 
audit firms in a transparent and systematic 
approach that shall include the 
consideration of professional 
competencies of the auditor or audit firm 
which are necessary to perform the 
statutory audit in compliance with 
relevant ethical requirements and 
international standards on auditing 
referred to in Article 20. The audited 
entity and the audit committee shall take 
into consideration any inspection report on 
the applicant statutory auditor or audit firm 
referred to in Article 40(6) and published 
by the competent authority pursuant to 
Article 44(d);

Or. en
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Justification

Professional competencies of the auditor or audit firm which are necessary to perform the 
statutory audit in compliance with relevant ethical requirements and international standards 
on auditing referred to in Article 20 should already be considered in the tendering process. 
Finally, it should be clear that it is the audit committee that is fully responsible for all steps in 
the selection procedure.

Amendment 82
Proposal for a regulation
Article 32 – paragraph 3 – point g

Text proposed by the Commission Amendment

(g) the audited entity shall be able to 
demonstrate to the competent authority 
referred to in Article 35 that the selection 
procedure was conducted in a fair manner.

(g) the audit committee shall be able to 
demonstrate to the competent authority 
referred to in Article 35 that the selection 
procedure was conducted in a fair manner.

Or. en

Justification

The audit committee should be responsible for the auditor selection procedure.

Amendment 83
Proposal for a regulation
Article 32 – paragraph 3 – subparagraph 2

Text proposed by the Commission Amendment

The audit committee shall be responsible 
for the selection procedure referred to in 
the first subparagraph.

deleted

Or. en

Justification

The audit committee is now expressly mentioned at all steps in the selection procedure.

Amendment 84
Proposal for a regulation
Article 32 – paragraph 5 – subparagraph 1
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Text proposed by the Commission Amendment

The proposal of the administrative or 
supervisory board to the general meeting of 
shareholders or members of the audited 
entity for the appointment of statutory 
auditors or audit firms shall include the 
recommendation made by the audit 
committee.

The proposal of the administrative or 
supervisory board to the general meeting of 
shareholders or members of the audited 
entity for the appointment of statutory 
auditors or audit firms shall include the 
recommendation made by the audit 
committee. The proposal to the general 
meeting shall be accompanied by the 
results of the comprehensive assessment 
referred to in Article 32 (2) and (3).

Or. en

Justification

This increases transparency in the selection process.

Amendment 85
Proposal for a regulation
Article 32 – paragraph 6 – subparagraph 1

Text proposed by the Commission Amendment

In the case of a credit institution or 
insurance undertaking, the administrative 
or supervisory board shall submit its draft 
proposal to the competent authority 
referred to in Article 35(2). The competent 
authority referred to in Article 35(2) shall 
have the right to veto the choice proposed 
in the recommendation. Any such 
opposition shall be duly justified.

The administrative or supervisory board 
shall submit its draft proposal to the 
competent authority referred to in Article 
35(2).The draft proposal to the competent 
authority referred to in Article 35(2) shall 
be accompanied by the results of the 
comprehensive assessment referred to in 
Article 32 (2) and (3) and have the right to 
veto the choice proposed in the 
recommendation. Any such opposition 
shall be duly justified.

Or. en

Justification

The assessment should be made available to the competent authority. This information and 
the veto rights attached to it should be made available to all competent authorities not only to 
competent authorities in the financial industry in order to address possible weaknesses in the 
auditors appointment process for statutory audits of all public interest entities.
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Amendment 86
Proposal for a regulation
Article 33 – paragraph 1 – subparagraph 1

Text proposed by the Commission Amendment

The public-interest entity shall appoint a 
statutory auditor or audit firm for an initial
engagement that shall not be shorter than 
two years.

The public-interest entity shall appoint a 
statutory auditor or audit firm for an 
engagement period that shall not be shorter 
than one year.

Or. en

Justification

The amendment strengthens the principle of the shareholders' right to select auditors 
annually and is also consistent with a number of Member States´ legislation.

Amendment 87
Proposal for a regulation
Article 33 – paragraph 1 – subparagraph 2

Text proposed by the Commission Amendment

The public-interest entity may renew this
engagement only once.

The public-interest entity may renew the 
audit engagement only once providing this 
is based on a proposal of the audit 
committee and approved at the annual 
general meeting.

Or. en

Justification

The amendment strengthens the principle of the shareholders´ right with respect to the 
selection of auditors.

Amendment 88
Proposal for a regulation
Article 33 – paragraph 1 – subparagraph 3

Text proposed by the Commission Amendment

The maximum duration of the combined 
two engagements shall not exceed 6 years.

The maximum duration an engagement
shall not exceed 7 years.
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Or. en

Justification

It is proposed to have a audit engagement duration of maximum 7 years, renewable ones 
which comes down to a mandatory rotation every 14 years, which is in line with twice the 
duration for internal rotation (7 years).

Amendment 89
Proposal for a regulation
Article 33 – paragraph 1 – subparagraph 4

Text proposed by the Commission Amendment

Where throughout a continuous 
engagement of 6 years two statutory 
auditors or audit firms have been 
appointed, the maximum duration of the 
engagement of each statutory auditor or 
audit firm shall not exceed 9 years.

deleted

Or. en

Justification

As the general appointment period has been increased, a further increase would not be 
appropriate.

Amendment 90
Proposal for a regulation
Article 33 – paragraph 3

Text proposed by the Commission Amendment

3. By way of derogation from paragraphs 
1 and 2, on an exceptional basis the 
public-interest entity may request the 
competent authority referred to in Article 
35(1) to grant an extension to re-appoint 
the statutory auditor or audit firm for an 
additional engagement. In case of 
appointment of two statutory auditors or 
audit firms, this third engagement shall 
not exceed three years. In case of 
appointment of one statutory auditor or 
audit firm, this third engagement shall not 

deleted
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exceed two years.

Or. en

Justification

Since the appointment period was extended to 14 years, further extensions should not be 
required.

Amendment 91
Proposal for a regulation
Article 33 – paragraph 4 – subparagraph 2

Text proposed by the Commission Amendment

The statutory auditor or audit firm shall 
establish an appropriate gradual rotation 
mechanism with regard to the most senior 
personnel involved in the statutory audit, 
including at least the persons who are 
registered as statutory auditors. The 
gradual rotation mechanism shall be 
undertaken in phases on the basis of 
individuals rather than of a complete team. 
It shall be proportionate in view of the 
scale and the dimension of the activity of 
the statutory auditor or audit firm.

The statutory auditor or audit firm shall 
establish an appropriate gradual rotation 
mechanism with regard to the most senior 
personnel involved in the statutory audit, 
including at least the persons who are 
registered as statutory auditors. The 
gradual rotation mechanism shall be 
undertaken in phases on the basis of 
individuals rather than of the entire audit 
engagement team. It shall be proportionate 
in view of the scale and the dimension of 
the activity of the statutory auditor or audit 
firm.

Or. en

Justification

Clarifies the wording in accordance with applicable international standards.

Amendment 92
Proposal for a regulation
Article 33 – paragraph 5 – subparagraph 1

Text proposed by the Commission Amendment

Where a statutory auditor or audit firm is
replaced by another statutory auditor or 
audit firm, the former statutory auditor or 
audit firm shall provide the incoming 
statutory auditor or audit firm with a 

Where a statutory auditor or audit firm is 
replaced by another statutory auditor or 
audit firm, the former statutory auditor or 
audit firm shall comply with the 
requirements contained in Article 23(3) of 
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handover file. Such file shall include 
relevant information concerning the 
audited entity as may reasonably be 
necessary to understand the nature of the 
business and the internal organisation of 
the audited entity and to ensure the 
continuity of the statutory audit and the 
comparability with the audits carried out 
in previous years.

Directive 2006/43/EC.

Or. en

Justification

The text of article 23 paragraph 3 is more comprehensive and has proven to work in practice. 
The responsibilities of incoming successor auditors with respect to the work of predecessor 
auditors are already addressed in international standards.

Amendment 93
Proposal for a regulation
Article 33 – paragraph 5 – subparagraph 2

Text proposed by the Commission Amendment

The former statutory auditor or audit firm 
shall also grant access to the incoming 
statutory auditor or audit firm to the 
additional reports to the audit committee 
referred to in Article 23 of previous years 
and to any information transmitted to 
competent authorities pursuant to Articles 
25 and 27.

The former statutory auditor or audit firm 
shall also grant access to the incoming 
statutory auditors or audit firms to the 
additional reports to the audit committee 
referred to in Article 23 for the previous 
three years and to any information 
transmitted to competent authorities 
pursuant to Articles 25 and 27.

Or. en

Justification

To provide a reasonable timeframe for the provision of this information and to reflect that the 
former auditor may not have been in that role for the previous three years.

Amendment 94
Proposal for a regulation
Article 42 – paragraph 1 – subparagraph 1
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Text proposed by the Commission Amendment

The competent authorities referred to in 
Article 35(1) shall regularly monitor the 
developments in the market for providing 
statutory audit services to public-interest 
entities.

Member States shall regularly monitor the 
developments in the market for providing 
statutory audit services to public-interest 
entities.

Or. en

Justification

It should be left to the member states to decide which national body is best placed to monitor 
market developments. E.g. competition authorities have the expertise and capacities needed, 
which is why this task should not necessarily be assigned to the competent authorities.

Amendment 95
Proposal for a regulation
Article 42 – paragraph 1 – subparagraph 2 – introductory part

Text proposed by the Commission Amendment

The competent authorities shall in 
particular assess the following:

Member States shall in particular assess 
the following:

Or. en

Justification

Member states shall be free to decide on how to undertake the market monitoring tasks.

Amendment 96
Proposal for a regulation
Article 42 – paragraph 2

Text proposed by the Commission Amendment

2. By X X 20XX [2 years after the entry 
into force of the Regulation], and at least 
on a two-year basis thereafter, each 
competent authority shall draw up a 
report on this issue and submit it to 
ESMA, EBA and EIOPA.

deleted

ESMA, EBA and EIOPA shall use those 
reports to draw up a joint report on the 
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situation at Union level. The report shall 
be submitted to the Commission, the 
European Central Bank and the 
European Systemic Risk Board.

Or. en

Justification

Audit firms are not systemic like financial institutions and the focus should rather be set on 
contingency planning. Furthermore, the market situation differs to such a degree from 
member state to member state that a Union level report has little added value.


