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EXPLANATORY MEMORANDUM .

. I. INTRODUCTION , E.

This Amended Proposal for an Eighth Directive founded on article 54(3)<(g) of
the Treaty concerning the harmonisation of the qua(ifications of auditors of

limited liability companies has two principal pbjectives‘:Ato take account of
nthe opinion 6f the Economic and Social Committee of 4 April 1979 (1) and the
opinion of the Parl{ament of 11 May 1979(2).- ‘

II. COMMENTARY ON THE ARTICLES
Article 1

The companies included for Ireland and the United Kingdoh are those set out
"

in the 4th Directive. Furthermore the "commanditaire vennootschap op aandelen

no Longer exists in the Netherlands.

Article 2, paragraph 2a)

2nd désh : The Parliament and the Economic and Social Committee as well as
the Study Group of Accquhting Experts of the EEC felt that the majority of
the capital of professional auditing companies'or.assocfations always ought
to be held by auditors. In coﬁsequence the Commission has amended its text.

in the way indicated above to guarantee a greater independence for auditors.

3rd dash : The Parliament and the Economic and Social Committee wised the

confidentiality of the documents relating to an audit to be protected but : .

did not wish such documents to be withheld from certain of the auditoré

~associates (lawyers, tax experts, etc.) who aLthougﬁ not complying individual-

i;;ty with the conditions of the Direcfive help auditors in‘carhying'out fheirv
task.

)04 €171 of 9.7.1979, p. 30
04 € 140 of 5.6.1979, p. 154,



The new text respects this request which takes account of realities and seeks

not to deprive auditors of the services of certain of their colleagues.
‘Article 3

Taking account of the observations of the Economic and Social Committee the
amended text seeks to clarify the notion of independence with a view to

6btaining approval.

Article &4

The Parliament found the notion of 'a course of advanced training” a Little
ambiguous and wished it to be replaced by '"a programme of professional
education and training". The.new text respects this request which corresponds

more closely with the actual situation in certain Member States.

Article 5, paragraph 4

Taxing account of the request of the Parliament the new text seeks to allow
all practical training with an approved person to take place after the test
of theoretical knowledge. '

Article 7

Article 11 which had been mentioned in error has been deleted in accordance

with the opinion of the Parliament (This also appties'to articles 8 and 10). .

The Last part of the sentence in paragraph 1 has been amended in-accordance'
with the opinion of the Parliament, to ensure that this provision only -

applies to persons who have in fact carried out audits of annuat accounfs.




Tﬁe Pafliament and the Ecpnomic and Social Committee wished to see the deletion
»dr_amgndment of the provision which foresaw that qualifications obtained in other
1Membér States in accordance with this Directive should be deemed to be equivalent.
‘évefthetess thé Commission feels that the objective of this Directive is to have
he quaL1f1cat1ons, the cond1t1ons of training and the other condwtvons wh1ch it
'$ays down accepted as suff1c1ent to allow Member States to approve persons in this
oma1nu In consequence it foLqus that at Community level the adequate nature of
th se rules for ensuring a reliable audit of the annual accounts of'companies must
‘recognized by aLL, even if certa1n States have str1cter requirements at a na-
jonal level. Moreover, it’ results from the Treaty 1tseLf, as it has heen inter-
‘:ed by the Court of Justice 6f the European Communities, that the approval
1ven in one country in accordance with ruLes, adm1ttedly m1n1mat but harmonized
y. D1rect1ve, carries with it per se the recogn1tnon of that approval which aLLoﬁs
rsons based in one country to carry out an audit of the annuaL accounts of a
mpany based in another country. For these reasons the text could not make aLLow~

nce. for the request of the Partjament and the Economic and Socjal Committee.

' has replaced the word "benefits' the translation of which was delicate

certawn Languages, The Parliament also wished that not only the auditor but

: ons of the consultative committee suggested by the Parliament and the ,

nd Social Committee could be advantageously fulfilled by the Contact

s in the committee's delibarations.
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(Preparatory Acts) -

COMMISSION

—

Amended proposal for an Eighth Directive founded on: Article 54 (3) (g) of the EEC

Treaty concerning the approval of persons responsible for carrying out statutory audits of
the annual accounts of certain types of company (*)

(submitted by the Commission to the Council, pursuant to the second paragraph of Article
149 of the EEC Treaty on 5 December 1979) .

ORIGINAL PROPOSAL

—

AMENDED PROPOSAL

7

Proposal for an Eighth Council Directive pursuant to

Article 54 (3) (g) of the EEC Treaty concerning the

approval of persons responsible for carrying out

statutory audits of the annual accounts of limited
' liability companies

THE COUNCIL OF THE EUROPEAN
COMMUNITIES,

Having regard to the Treaty establishing the
European Economic Community, and in particular
Article 54 (3) (g) thereof,

. Having regard to the proposal from the Commission,

1

Having regard to the opinion of the European Par-
liament,

Having regard to the opinion of the Economic and
.Social Committee,

Whereas under Council Directive... of...(?) for
coordination of national legislation regarding the

(*) OJ No C 112, 13. 5. 1978, p. 6.

() Amended Proposal for a Fourth Directive on the annual
accounts of limited liability companies, Supplement 6/74

— Bull. EC.

Amended proposal for "an Eighth Council Directive

pursuant to Article 54 (3) (g) of the EEC Treaty

concerning the approval of persons responsible for

carrying out statutory audits of the annual accounts of
certain types of company

THE COUNCIL OF THE EUROPEAN
COMMUNITIES, ’

Unchanged

Having regard 1to the .
Commission, ()

proposal " from the

Having regard to the opinion of the European Par-
liament, (?)

Having regard to the opinion of the Economic and
Social Committee, ()

Whereas under Council Directive 78/660/EEC (*) on
the coordination of national legislation on the annual

() OJ C 112, 13. 5. 1978, p. 6.
() OJ C 140, 5. 6. 1979, p. 154.
() O] C 171, 9.7. 1979, p. 30.
() OJ L 222, 14. 8. 1978, p. 11.
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—problems-relating-to-group-accounts;

auditing,

evaluation and critical appraisal of balance sheet
and profit and loss accounts,

general accounting,

Unchanged

cost and management accounting,
internal audits,

principles of evaluating balance sheets items and
of determining results,

company tax law,
company criminal law,

company law,

In so far as they are relevant to auditing:

2.

principles of law (civil, commercial and social
law), )

information system and computer science,

‘business, general and financial management of

business undertakings,
mathematics and statistics,
basic principles of financial' management of

business undertakings.

By way of derogation from paragraph 1, holders

of a university degree or equivalent qualification in
one or more of the subjects referred to in paragraph 1
may be exempted from the test of theoretical

knowledge in the subjects covered by such degree or °

qualification.

3.

The test of practical knowledge referred to in

Article 4 shall take place after a minimum of three
years’ practical training with an auditor approved
pursuant to this Directive and involving principally
the statutory audit of the annual accounts of
companies.

4,

By way of derogation from paragraph 3, part of

such practical training may take place after the exami-
nation of professional competence has been passed,
but in such case the competent authorities shall certify
before granting approval that the candidate has the
practical ability necessary to carry out his duties.

1.

Article 6

Member States may authorize persons to sit the

examination' of professional competence provided for

— internal control,

— accounting standards and method of evaluating
balance sheet items and of determining results,

Unchanged

— information and computer systems,

Unchanged

Unchanged |

3. The test included in the examination of ability
to apply the theoretical knowledge in practice shall
take place after a minimum of three years’ practical
training with an auditor approved pursuant to this
Directive and involving principally the statutory audit
of the annual accounts of companies.

4, By way of derogation from paragraph 3, such
practical training may take place ‘after the test of
theoretical knowledge referred to in paragraph 1.

Article 6

Unchanged
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in Aricle 4, notwithstanding the fact that they
have not attained the level of study required under
Article 4 if they can show:

(a) that they have for fifteen years engaged in
activities _enabling them__to acquire sufficient

experience in the field of finance, law and
accountancy; or

(b) that they have for seven years engaged in such
activities and have also undergone the supervised
practical training referred to in Aricle 5 (3) or
(4) and are at least 25 years of age.

2.  Member States may deduct periods of pro-
fessional training in the subjects referred to in Article
5 (1) from the years of activity referred to in (a) and
(b) above. 4

Article 7

Without prejudice to Articles 3, 9 and 11:

1. Member States may, if they have not previously
done so, approve persons who do not fulfil all the
conditions laid down in this Directive but who,
until the date of entry into force of the provisions
specified in Article 13 (1), had the right to carry
out statutory audits of the annual accounts of
companies, even if they did not in fact engage in
such activity.

2. Member States may adopt transitional measures in
respect of persons who, after the date specified
under point 1, retain the right to audit the
accounts of certain types of company not subject
to statutory audits, but who will be deprived of
that right by the introduction of new statutory
audits unless special measures are enacted for their
benefit.

Article 8

1. Member States may adopt transitional measures
in respect of students already undergoing professional
training when this Directive enters into force, who,
on completion of their studies, would not fulfil the
conditions laid down herein and who would therefore
be unable to carry out the statutory audit of company
accounts for which they had been trained.

2. Arucles 3, 9 and 11 shall apply where approval
is granted to the persons referred to in paragraph 1.

(b) that they have for seven years engaged in such
activities and have also undergone the practical
training referred to in Article 5 (3) or (4) and are
at least 25 years of age.

Unchanged

Article 7
Without prejudice to Articles 3 and 9:

1. Member States may, if they have not previously
done so, approve persons who do not fulfil all the
conditions laid down in this Directive but who,
until the date of entry into force of the provisions
specified in Article 13 (1), had the right to carry
out statutory audits of the annual accounts of
companies and had in fact engaged in such
activity. -

2. Member States may adopt transitional measures in
respect of persons -who, after the date specified
under point 1, audit the accounts of certain types
of company not subject to statutory audits, but
who will no longer be able to carry out such audits
upon the introduction of new statutory audits
unless special measures are enacted for their
benefit.

Article 8

Unchanged

2. Articles 3 and 9 shall apply where approval is
granted to the persons referred to in paragraph 1.
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Article 9

No person may be approved under Articles 7 or 8 by
way of derogation from Article 4 unless he is judged
by the competent authorities fit to carry out his duties

Article 9

Unchanged

on the ground that he affords the Same guarantees as
persons approved under Article 4.

Article 10

1. A Member State, where necessary by way of
derogation from Article 4, may approve to carry out
the statutory audits referred to in Article 1 persons
who fulfil the following two conditions:

(2) they have obtained, elsewhere than in that
Member State, qualifications which are deemed
by the competent authorities to be objectively
equivalent to those required under this Directive.
Qualifications obtained in another Member State
are however always to be considered equivalent if
approval has already been granted in this latter
State according t0 the provisions of this
Directive;

(b) they have proved that they have sufficient legal
knowledge to carry out statutory audits in the
Member State in which approval is sought.

2. In this case Articles 3 and 11 shall apply.

Article 11

1. An approved person whose independence does
not appear to be sufficiently guaranteed in relation to
the persons who are members of the body which
represents, administers, directs or supervises a
company, or its majority shareholders or members,
shall not audit the accounts of that company.

2. An auditor of a company’s accounts may,
neither directly nor through another person, receive
benefits from that company or from the persons
specified in paragraph 1 and may not have an interest
in the capital of that company.

3. A person may only audit the annual accounts of
a company or group of companies where more than
10 % of his wurnover is derived from that client if the
disciplinary authorities consider that, in view of the
cirumstances, this situation is not such as to limit his
independence.

4. Member States shall ensure that approved
persons fulfil their obligations either through appro-

Article 10

"Unchanged

(a) they have obtained, elsewhere than in a Member
State, qualifications which are deemed by the
competent authorities to be objectively equivalent
to those required under this Directive.

2. In this case Article 3 shall apply.

Article 11

" Unchanged

i

2. An auditor of a company’s accounts or the pro-
fessional company or association to which he belongs
may, neither directly nor through another person,
receive loans from that company or from the persons

. specified in paragraph 1 and may not have an interest

in the capital of that company.

Unchanged

Unchanged
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priate administrative measures or by making such
persons subject to professional discipline. In
particular, approved persons shall, as a minimum, be
liable to disciplinary sanctions if they fail to carry out
their duties as auditors with all due professional care
and complete moral and financial independence.

Article 12

1. Member States shall publish a list of all natural
persons and all professional companies and
associations approved by them to carry out statutory
audits of the annual accounts of the companies
referred to in Article 1.

2. Such lists shall contain, beside the names of
the legal persons and professional companies and
associations approved, the names of the natural
persons referred to in Article 2 (2) (b).

3. This list shall be brought up to date regularly
and published annually, but any interested party may
at any time consult the competent authority in order
to examine the exact list of approved persons.

Article 13

1.  Member States shall bring into force the laws,
regulations or administrative provisions needed in
order to comply with this Directive within eighteen
months of its notification. They shall forthwith
inform the Commission thereof.

2. Member States may provide that the provisions
referred to in paragraph 1 shall not apply to the
parties concerned for a period of two years at the
most from the date of their entry into force.

3. Member States shall ensure that they
communicate to the Commission the text of the main
provisions of national law which they adopt in the
field covered by this Directive.

4.  Member States shall also ensure that they
communicate to the Commission a list of the exami-
nations which they recognize, pursuant to Article 4
(1), as providing guarantees which are at least equal
1o those provided by the examination organized by
the State.

Article 12

1. Member States shall ensure the publication of
lists of all natural persons and. all professional
companies and associations approved by them to
carry out.statutory audits of the annual accounts of
the companies referred to in Article 1. .

Unchanged

3. Such lists shall be brought up to date
regularly and published annually, but any intérested
party may at any time consult the competent
authorities in order to examine the exact lists of
approved persons.

Article 13

1. Member States shall bring into force the laws,
regulations or administrative provisions necessary to
comply with this Directive within two years of its
notification. They shall forthwith inform the
Commission thereof.

2. Member States may provide that the provisions
referred to in paragraph 1 shall not apply for a period
of three years from the end of the period laid down
in the said paragraph.

Unchanged

4,  Member States shall also ensure that they
communicate to the Commission a list of the exami-
nations-recognized pursuant to Article 4 (1).
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Article 9

No person may be approved under Articles 7 or 8 by
way of derogation from Article 4 unless he is judged

Article 9

Unchanged

_by_the.competent. authorities-fit-to-carry- out-his-duties

on the ground that he affords the same guarantees as
persons approved under Article 4.

Article 10

1. A Member State, where necessary by way of
derogation from Article 4, may approve to carry out
the statutory audits referred to in Article 1 persons
who fulfil the following two conditions:

(a) they have obtained, elsewhere than in that
Member State, qualifications which are deemed
by the competent authorities to be objectively
equivalent to those required under this Directive.
Qualifications obtained in another Member State
are however always to be considered equivalent if
approval has already been granted in this latter
State according o the provisions of this
Directive;

{(b) they have proved that they have sufficient legal
knowledge to carry out statutory audits in the
Member State in which approval is sought.

2. In this case Articles 3 and 11 shall apply.

Article 171

1.  An approved person whose independence does
not appear to be sufficiently guaranteed in relation to
the persons who are members of the body which
represents, administers, directs or supervises a
company, or its majority shareholders or members,
shall not audit the accounts of that company.

2. An auditor of a company’s accounts may,
neither directly nor through another person, receive
benefits from that company or from the persons
specified in paragraph 1 and may not have an interest
in the capital of that company. '

3. A person may only audit the annual accounts of
a company or group of companies where more than
10 % of his turnover is derived from that client if the
disciplinary authorities consider that, in view of the
cirumstances, this situation is not such as to limit his
independence.

4. Member States shall ensure that approved
persons fulfil their obligations either through appro-

Article 10

*Unchanged

(a) they have obtained, elsewhere than in a Member
State, qualifications which are deemed by the
‘competent authorities to be objectively equivalent
to those required under this Directive.

2. In this case Article 3 shall apply.

Article 11

Unchanged

2. An auditor of a company’s accounts or the pro-
fessional company or association to which he belongs
may, neither directly nor through another person,
receive loans from that company or from the persons
specified in paragraph 1 and may not have an interest
in the capital of that company.

Unchanged

Unchanged
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priate administrative measures or by making such
persons subject to professional discipline. In
particular, approved persons shall, as a minimum, be
liable to disciplinary sanctions if they fail to carry out

-—and-complete-moral-and finanicial indepéndence.

Article 12

1.  Member States shall publish a list of all natural
persons and all professional companies and
associations approved by them to carry out statutory
audits of the annual accounts of the companies
referred to in Article 1.

2. Such lists shall contain, beside the names of
the legal persons and professional companies and
associations approved, the names of the natural
persons referred to in Article 2 (2) (b).

3. This list shall be brought up to date regu]arly
and pubhshed annually, but any interested party may
at any time consult the competent authority in order
to examine the exact list of approved persons.

Article 13

1. Member States shall bring into force the laws,
regulations or administrative provisions needed .in
order to comply with this Directive within eighteen
months of its notification. They shall forthwith
inform the Commission thereof.

2. Member States may provide that the provisions
referred to in paragraph 1 shall not apply to the
parties concerned for a period of two years at the
most from the date of their entry into force.

3. Member States shall” ensure that they
communicate to the Commission the text of the main
provisions of national law which they adopt in the
field covered by this Directive.,

4. Member States shall also ensure that they
communicate to the Commission a list of the exami-
nations which they recognize, pursuant to Article 4
(1), as providing guarantees which are at least equal
to those provided by the examination organized by
the State.

their duties as auditors with all due professional care

Article 12

1.  Member States shall ensure the publication of
lists: of all natural persons and. all professional
companies and associations approved by them to
carry out statutory audits of the annual accounts of
the companies referred to in Article 1.

Unchanged

3. Such lists shall be brought up to date
regularly and published annually, but any interested
party may at any time consult the competent
authorities in order to examine the exact lists of
approved persons.

Article 13

1. Member States shall bring into force the laws,
regulations or administrative provisions necessary to
comply with this Directive within two years of its
notification. They shall forthwith inform the
Commission thereof.

2. Member States may provide that the provisions
referred to in paragraph 1 shall not apply for a period
of three years from the end of the period laid down
in the said paragraph.

Unchanged

4.  Member States shall also ensure that they
communicate to the Commission a list of the exami-
nations recognized pursuant to Article 4 (1).
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Article 13a

The contact committee set up pursuant to Article 52
of Directive 78/660/EEC shall also have as its
function:

Article 14

This Directive is addressed to the Member States.

(a) to facilitate, without prejudice to the provisions

of Articles 169 and 170 of the Treaty,
harmonized application of this Directive through
regular meetings dealing in particular with
practical problems arising in connection with its
application;

(b) to advise the Commission, if necessary, on
additions or amendments to this Directive.

Article 14

Unchanged






