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SHORT JUSTIFICATION

The various scandals which have occurred in Europe in the recent period made this 
Commission initiative a welcome one.  Investors' confidence is shaken by such events and 
they have ramifications for society at large and the completion and sound operation of the 
internal market.  Moreover, it must be borne in mind that the proposed directive has consumer 
protection aspects in so far as consumers are beginning to invest in the stock market and 
soundness of their pensions is dependent in no small measure on the soundness of auditing 
practice in the EU.

Your rapporteur therefore welcomes the proposed directive and appreciates the great efforts 
being put in by the rapporteur for the lead committee to resolve the outsanding issues. 
Following carefully consideration and mindful that he is drawing up this opinion in his 
capacity as committee chair, your rapporteur has decided to submit only five amendments for 
the committee's consideration.  The first three are intended to find a middle way between the 
Commission's proposal to mandate audit committees and Mr Doorn's amendment which 
would delete the corresponding provision.  The fourth and fifth deal with the question of 
partner/firm rotation.  Given that in this case no compromise seems feasible, your rapporteur 
has chosen to endorse the approach taken by the rapporteur in the lead committee, which 
seems a balanced and sensible solution to the problem of ensuring audit quality and securing 
auditor independence.

AMENDMENTS

The Committee on the Internal Market and Consumer Protection calls on the Committee on 
Legal Affairs, as the committee responsible, to incorporate the following amendments in its 
report:

Text proposed by the Commission1 Amendments by Parliament

Amendment 1
ARTICLE 23

1. Member States shall ensure that when 
carrying out a statutory audit, a statutory 
auditor or the audit firm is independent from 
the audited entity and is not in any way 
involved in management decisions of the 
audited entity. A statutory auditor or an 

1. Member States shall ensure that, when 
carrying out a statutory audit, the statutory 
auditor and/or the audit firm is independent 
from the audited entity and is not involved in 
the decision-making of the audited entity.

1 OJ C ... /Not yet published in OJ.
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audit firm shall not carry out a statutory 
audit if there is any financial, business, 
employment or other relationship, 
including the provision of additional 
services, with the audited entity that might 
compromise the statutory auditor’s or audit 
firm’s independence.
2. Member States shall ensure that the 
statutory auditor or audit firm documents 
in the audit working papers all threats to 
their independence as well as the 
safeguards applied to mitigate those 
threats.

2. Member States shall ensure that if the 
statutory auditor’s or audit firm’s 
independence is affected by threats, such as 
self review, self interest, advocacy, 
familiarity or trust or intimidation, the 
statutory auditor or audit firm must apply 
safeguards in order to mitigate such 
threats. If the significance of the threats 
compared to the safeguards applied is such 
that its independence is compromised, the 
statutory auditor or audit firm shall not 
carry out the statutory audit.
A statutory auditor or audit firm shall not 
carry out a statutory audit if there is any 
direct or indirect financial, business or 
employment relationship between the 
statutory auditor, the audit firm or the 
network to which it belongs and the audited 
entity that compromises the statutory 
auditor’s or audit firm’s independence.
Member States shall, in particular, ensure 
that, in the case of statutory audits of 
public interest entities, the statutory auditor 
or audit firm may provide additional non-
audit services to the audited entity, but only 
to the extent that an objective, reasonable 
and informed third party would regard as 
not compromising the auditor's or firm's 
independence.

Justification

In setting out the requirements for auditor’s independence, there are certain general 
requirements that should apply to all audits, regardless of the size of the entity being audited. 
However, in the area of non-audit services, a distinction should be drawn between those non-
audit services provided to public interest entities and non-audit services provided to other 
entities. In the latter case, any limitation of the range of such services would create 
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unnecessary costs.

Amendment 2
ARTICLE 39, PARAGRAPH 1

1. Public interest entities shall have an audit 
committee,composed of non-executive 
members of the administrative body or 
members of the supervisory body of the 
audited entity with at least, one independent 
member with competence in accounting 
and/or auditing.

1. Member States may provide that public 
interest entities must have an audit 
committee, composed of non-executive 
members of the administrative body or 
members of the supervisory body of the 
audited entity with at least one independent 
member with competence in accounting 
and/or auditing.

Amendment 3
ARTICLE 39, PARAGRAPH 1 A (new)

(1a.) Where a Member State elects not to 
make audit committees compulsory, it shall 
satisfy the Commission by means of a 
reasoned statement that its national 
arrangements provide for equivalent 
safeguards.

Amendment 4
ARTICLE 39, PARAGRAPHS 2 and 3

2. The audit committee shall inter alia: 2. Where a Member State elects to make 
audit committees mandatory, the audit 
committee shall inter alia:

(a) monitor the financial reporting process; (a) monitor the financial reporting process;
(b) monitor the effectiveness of the 
company’s internal control, internal audit 
where applicable, and risk management 
systems;

(b)monitor the effectiveness of the 
company’s internal control, internal audit 
where applicable, and risk management 
systems;

(c) oversee the statutory audit of the annual 
and consolidated accounts; 

(c) oversee the statutory audit of the annual 
and consolidated accounts;

(d) review and monitor the independence of 
the statutory auditor or audit firm and in 
particular the provision of additional 
services to the audited entity;

(d) review and monitor the independence of 
the statutory auditor or audit firm and in 
particular the provision of additional 
services to the audited entity;

(e) perform the function set out in article 43. (e) perform the function set out in article 43.
3. The statutory auditor or audit firm must 
report to the audit committee on key matters 
arising from the statutory audit, in particular 
on material weaknesses in internal control in 

3. Where a Member State elects to make 
audit committees mandatory, the statutory 
auditor or audit firm must report to the audit 
committee on key matters arising from the 
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relation to the financial reporting process, 
and shall assist the audit committee in 
fulfilling its tasks.

statutory audit, in particular on material 
weaknesses in internal control in relation to 
the financial reporting process, and shall 
assist the audit committee in fulfilling its 
tasks.

Amendment 5
ARTICLE 40, PARAGRAPH 1, POINTS A, B and C

In addition to the provisions laid down in 
Articles 23 and 24 Member States shall 
ensure that: 

In addition to the provisions laid down in 
Articles 23 and 24, Member States shall 
ensure that the statutory auditor or audit 
firm that carries out statutory audit(s) of 
public interest entities: 

(a) the statutory auditor or audit firm 
shall annually disclose to and discuss with 
the audit committee of the audited entity 
threats to their independence and the 
safeguards applied to mitigate those 
threats, as well as the additional services 
provided;

(a) shall annually confirm in writing to 
the responsible person(s) or department 
within the entity, according to the law of 
the Member State, their independence 
from the audited public interest entity; 

(b) the statutory auditor or audit firm 
shall also annually confirm in writing 
their independence to the audit committee 
of the audited entity;

(b) shall annually disclose to the  
responsible person(s) or department 
within the entity, according to the law of 
the Member State, any additional services 
provided to the audited entity, and 

(c) the statutory auditor or the key audit 
partner responsible for carrying out the 
statutory audit on behalf of the audit firm, 
shall rotate from the statutory audit 
engagement within a maximum period of 
five years, or alternatively, the audit firm 
shall rotate within a maximum period of 
seven years; 

(c) shall discuss with the responsible 
person(s) or department within the entity, 
according to the law of the Member State 
any threats to the independence of the 
statutory auditor or audit firm and the 
safeguards applied to mitigate those 
threats as documented by the statutory 
auditor or audit firm pursuant to Article 
22(2);

Amendment 6
ARTICLE 40, PARAGRAPH 1 A (new)

1a. Member States shall ensure that at 
least the statutory auditor or the key audit 
partner responsible for carrying out the 
statutory audit on behalf of the statutory 
auditor or audit firm shall rotate from the 
statutory audit engagement within a 
maximum period of seven years after  the 
date of appointment and shall be allowed 
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to participate in the audit of the audited 
entity again after a minimum period of 
two years. Member States that have a 
mandatory system of external rotation of 
the statutory auditor in place on the date 
when this Directive comes into force may 
additionally require that the statutory 
auditor or audit firm shall rotate within a 
maximum period of seven years for at 
least two years, provided that when the 
audit firm rotates, the statutory auditor or 
the key audit partner responsible for 
carrying out the statutory audit on behalf 
of the audit firm also rotates from the 
statutory audit engagement. 



PE 353.614v02-00 8/8 AD\560801EN.doc

EN

PROCEDURE 

Title Proposal for a directive of the European Parliament and of the 
Council on statutory audit of annual accounts and consolidated 
accounts and amending Council Directives 78/660/EEC and 
83/349/EEC

References (COM(2004)0177 – C6-0005/2004 – 2004/0065(COD))
Committee responsible JURI
Commission asked for its opinion

date announced in plenary
IMCO
15.9.2004

Enhanced cooperation No 
Drafts(wo)man

Date appointed
Phillip Whitehead
30.11.2004

Discussed in committee 18.1.2005 16.3.2005
Date amendments adopted 16.3.2005
Result of final vote for:

against:
abstentions:

28
0
0

Members present for the final vote Charlotte Cederschiöld, Mia De Vits, Bert Doorn, Janelly Fourtou, 
Evelyne Gebhardt, Małgorzata Handzlik, Malcolm Harbour, Anna 
Hedh, Edit Herczog, Anneli Jäätteenmäki, Henrik Dam Kristensen, 
Alexander Lambsdorff, Kurt Lechner, Lasse Lehtinen, Manuel 
Medina Ortega, Zita Pleštinská, Zuzana Roithová, Luisa Fernanda 
Rudi Ubeda, Heide Rühle, Andreas Schwab, József Szájer, Jacques 
Toubon, Barbara Weiler, Phillip Whitehead

Substitutes present for the final vote Jean-Claude Fruteau, Benoît Hamon, Bogusław Liberadzki, Joseph 
Muscat, Alexander Stubb

Substitutes under Rule 178(2) present 
for the final vote


