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1. Premessa

La Commissione Europea ha pubblicato il 13 ottobre 2010 il *“Green Paper on Audit policy:
Lessons from the Crisis™, avviando una consultazione pubblica su numerose e rilevanti tematiche
relative alla revisione ed alla vigilanza su tale attivita professionale. | risultati della consultazione
saranno resi noti nel corso di una conferenza che si terra il 10 febbraio p.v. a Bruxelles.

La CONSOB ha partecipato alla consultazione europea fornendo il proprio contributo ai lavori per
I’elaborazione di una lettera di risposta da parte del CESR - dal 1° gennaio 2011 nuova Autorita
europea denominata ESMA (European Securities and Markets Authority) - attraverso la quale i
Securities Regulators europei hanno espresso una posizione comune sui temi sollevati dal Green
Paper. Inoltre, in base agli accordi presi con gli altri Comitati europei di livello 3 (CEBS e CEIOPS,
ora anch’essi nuove Autorita, rispettivamente EBA e EIOPA), le risposte alla consultazione
singolarmente predisposte da ogni Comitato sono state accompagnate da una lettera congiunta dove
sono state sinteticamente presentate le osservazioni comuni espresse nelle singole lettere, le quali
invece tengono anche conto delle prospettive peculiari di ogni Comitato. La lettera congiunta e la
lettera del CESR si riportano nell’allegato n. 1.

Si rappresentano di seguito le posizioni espresse nella lettera di risposta del CESR,
complessivamente condivise dalla CONSOB, precisando, ove necessario, alcune peculiarita
riguardanti il sistema nazionale.

La legislazione in materia di regolamentazione dell’attivita di revisione che riguarda la CONSOB ¢
contenuta nel D. Lgs. 27 gennaio 2010, n. 39 che, in attuazione della Direttiva 2006/43 relativa alle
revisioni legali dei conti annuali e consolidati (punto di riferimento della Commissione Europea nel
Green Paper) ha innovato il sistema normativo in materia, ed ha raccolto in un unico testo tutte le
norme relative alla revisione, modificando anche il contenuto del Testo Unico della Finanza (D.
Lgs. 24 febbraio 1998, n. 58, di seguito TUF), le cui disposizioni in materia restano comunque
transitoriamente in vigore, in attesa dell’emanazione dei Regolamenti attuativi del citato decreto.

La Commissione Europea ha avviato la consultazione sulla revisione con I’obiettivo di stimolare un
dibattito sugli aspetti piu significativi della regolamentazione europea in materia e verificare la
necessita di un eventuale rafforzamento delle regole vigenti.

Nella premessa del Green Paper la Commissione Europea spiega infatti che a seguito della crisi
finanziaria I’attenzione si & prevalentemente concentrata sulla necessita di analizzare il ruolo delle
banche e degli altri attori del mondo finanziario e che si pone quindi ora la necessita di esaminare
anche il ruolo dei revisori e le regole che disciplinano I’attivita di revisione.

A tal proposito si osserva, preliminarmente, che gli eventuali cambiamenti rispetto al ruolo ed al
mandato del revisore cosi come attualmente definiti non dovrebbero essere trattati isolatamente,
bensi tenendo conto di come i revisori nel loro lavoro interagiscono con gli altri attori fondamentali
operanti nel medesimo contesto, quali il management e gli audit committees.

Si condivide inoltre, sempre in via generale, I’importanza di garantire un alto livello nella qualita
dell’attivita di revisione, fondamentale ai fini della tutela degli investitori e dell’affidamento riposto
dal mercato sulle informazioni finanziarie sottoposte a revisione. Obiettivo questo che potrebbe
essere perseguito attraverso una maggiore armonizzazione delle regole che governano il delicato
tema dell’indipendenza dei revisori (attualmente I’area meno armonizzata a livello europeo), cosi
come dei principi di revisione e delle procedure per il controllo della qualita, presupposti questi
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anche per una piu efficace e coordinata attivita di vigilanza sui revisori. Attivita che in diversi Stati
Membri € stata avviata solo recentemente attraverso I’implementazione della Direttiva 2006/43.

Le Autorita di vigilanza devono quindi avere I’opportunita di lavorare sullo sviluppo della qualita e
verificare se i revisori adempiono effettivamente ed efficacemente al loro ruolo.

Di seguito si commentano piu nel dettaglio le principali tematiche oggetto di consultazione.

2. 1l ruolo del revisore

Rispetto al ruolo attualmente attribuito al revisore ed al conseguente contributo informativo di
quest’ultimo nei confronti degli “stakeholders” cioe, in generale, di tutti i soggetti interessati
all’attivita di revisione, nel Green Paper si solleva il tema di un’eventuale coinvolgimento di tali
professionisti nella valutazione dello stato di “salute” economico-finanziaria delle societa clienti
(financial health), locuzione rispetto alla quale la Commissione Europea non fornisce peraltro
particolari indicazioni.

Tale ipotesi non sembra potersi ricondurre al lavoro di revisione cosi come attualmente delineato
dalle norme tecniche di riferimento. L’attivita di revisione e infatti tesa all’espressione di un
giudizio sulla rappresentazione veritiera e corretta della situazione patrimoniale e finanziaria della
societa in conformita ai principi contabili, ed e svolta sulla base dei principi di revisione. Tale
attivita risponde all’esigenza di avere bilanci affidabili a beneficio degli azionisti e del mercato in
generale.

Diversamente, la valutazione dello stato di “salute” economico-finanziaria di una societa
richiederebbe analisi approfondite delle diverse aree di business, comprensive di studi sulle
strategie aziendali e sui piani di sviluppo nel medio - lungo periodo, analisi che necessitano di
competenze ulteriori rispetto a quelle contabili e di revisione richieste tipicamente al revisore. Cio
comporterebbe I’assunzione da parte di quest’ultimo di compiti normalmente svolti dal
management e conseguentemente la possibilita che si vengano a concretizzare anche situazioni di
minaccia all’indipendenza del revisore stesso.

In base ai principi di revisione il revisore deve in effetti valutare la continuita aziendale della societa
il cui bilancio é sottoposto a revisione, ma tale valutazione non pud considerarsi equivalente a
quella relativa allo “stato di salute” di una societa, inteso in senso lato, potendone eventualmente
rappresentare solo una parte. Infatti la valutazione della continuita aziendale potrebbe non essere
sufficiente a valutare lo “stato di salute” cui fa riferimento il Green Paper in quanto, ad esempio,
una societa potrebbe essere giudicata in continuita aziendale ai fini delle valutazioni richieste dai
principi contabili e di revisione, pur essendo prevedibili difficolta di tipo economico-finanziario in
un arco temporale piu lungo.

L’aspetto su cui potrebbe essere utile studiare eventuali forme di miglioramento potrebbe invece
essere quella dell’informazione da rendere al mercato ad all’Autorita di vigilanza, in presenza di
problemi che possono fortemente incidere sulla continuita aziendale, pur tenendo nel giusto conto
tutte le implicazioni legate a tale delicata informativa.
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La seconda questione sollevata dal Green Paper attiene alla possibilita di chiarire meglio il ruolo
del revisore attraverso maggiori indicazioni da fornire agli “stakeholders” sulla metodologia di
audit applicata nel corso del lavoro e quindi sull’effettiva portata e sui limiti dello stesso.

Rispetto al condivisibile importante obiettivo di migliorare la comunicazione tra il revisore ed il
pubblico dei soggetti interessati, una possibile strada potrebbe essere quella di incidere sulla
struttura e sul linguaggio della relazione di revisione, cioé proprio del principale veicolo di
comunicazione tra il revisore e gli “stakeholders”.

Si tratta di un tema particolarmente delicato e complesso, che é stato peraltro affrontato anche in
sede I0SCO, attraverso un’apposita consultazione.

Nella ricerca delle soluzioni piu opportune per raggiungere tale obiettivo, &€ necessario comunque
evitare, quanto piu possibile, il rischio che gli interventi sull’opinion fornita al mercato si limitino a
prevedere una maggiore quantita di informazioni standardizzate, non in grado di rispondere
effettivamente alle aspettative degli “stakeholders”.

La terza questione riguarda poi la necessita di rafforzare lo “scetticismo professionale” del revisore,
vale a dire I’elemento chiave che deve caratterizzare I’approccio di revisione.

Circa lo strumento da utilizzare in vista di questo importante obiettivo, si ritiene che, alla luce
dell’attuale contesto normativo e regolamentare, esso possa essere perseguito attraverso una piu
rigorosa applicazione delle attuali regole da parte dei revisori ed un’attenta vigilanza sulla loro
osservanza, piuttosto che attraverso I’introduzione di nuove regole.

Esempi concreti di interventi in tal senso possono essere individuati nella trattazione di tale tema da
parte delle societa di revisione nell’ambito dei loro programmi per la formazione e delle attivita di
monitoraggio interno, nel rafforzamento delle comunicazioni tra revisori e audit committees ed in
generale in un serio confronto dei revisori con soggetti indipendenti dal management, sulle
principali problematiche emerse nel corso del lavoro.

Un’altra questione sollevata nella consultazione riguarda le ulteriori informazioni sul cliente
sottoposto a revisione, che potrebbero essere fornite dai revisori agli “stakeholders”. A titolo di
esempio il Green Paper menziona le informazioni relative ai rischi potenziali, alle evoluzioni di
settore, e ai rischi di cambio. Sul punto & necessario premettere che ogni considerazione in materia
deve tener conto della necessita di non creare una confusione di ruoli, in particolare tra quello del
revisore e quello del management. L’eventuale richiesta al revisore di fornire informazioni sugli
aspetti sopra menzionati potrebbe contribuire a creare tale confusione e quindi appare poco
opportuna, tenuto conto che il management e nella posizione piu adeguata per soddisfare tale
richiesta e deve mantenere la responsabilita primaria nel fornire le informazioni sulla societa ai
soggetti interessati.

Nello stesso contesto va garantita la netta distinzione tra il ruolo delle agenzie di rating o degli
analisti finanziari e il ruolo dei revisori, il cui compito & quello di esprimere un giudizio
professionale sulla redazione del bilancio rispetto ai principi contabili vigenti, applicando i principi
di revisione e non di effettuare il rating dei propri clienti.

Sarebbe quindi piu opportuno esplorare le possibili soluzioni per tendere ad un miglioramento della
qualita dell’informazione fornita al mercato, attraverso un piu efficace svolgimento, da parte del
revisore, del proprio ruolo nella verifica appunto dell’applicazione dei principi contabili vigenti,
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piuttosto che ipotizzare un ruolo informativo del revisore in ambiti diversi, tipicamente di
competenza, come detto, del management.

In merito alle informazioni che potrebbero interessare gli “stakeholders”, si ritiene invece che
alcune comunicazioni tra revisori e audit committees potrebbero essere oggetto di piu larga
diffusione o nella stessa relazione di revisione (in tale ambito potrebbero, ad esempio, rientrare
maggiori elementi sui giudizi formulati dai revisori su aspetti fondamentali del bilancio, quali le
stime contabili, le scelte in merito ai trattamenti contabili o le questioni legate alla continuita
aziendale) o nell’informativa fornita dagli audit committees. Potrebbe essere altresi utile garantire
una maggiore trasparenza sulle questioni che hanno formato oggetto di valutazione da parte degli
audit committees stessi nel corso dell’anno e sulle attivita svolte per contribuire a migliorare la
qualita dell’informazione finanziaria..

Il tema sollevato dal Green Paper € anche I’occasione per trattare I’importante aspetto del dialogo
tra revisori e audit committees e del ruolo di questi ultimi nell’ambito della corporate governance
delle societa, in vista di una maggiore efficacia sia del processo di audit che del sistema dei controlli
interni.

In aggiunta a quanto gia contenuto nei principi di revisione in merito al dialogo tra revisori e audit
committees, le Autorita, al fine di migliorare tali comunicazioni, potrebbero contribuire
all’elaborazione di apposite linee guida.

Per guanto riguarda invece I’opportunita di estendere il lavoro del revisore ad altre informazioni
finanziarie (oltre alle informazioni storiche contenute nel bilancio), come ad esempio le
informazioni prospettiche (forward looking information) fornite dalle societa, tale estensione ha
sollevato perplessita in sede CESR, tenuto conto del rischio di un eccessivo affidamento del
mercato sul risultato di un lavoro che comporta un limitato livello di assurance.

Un eventuale ampliamento nell’utilizzo dei revisori potrebbe invece ipotizzarsi traendo spunto dalla
Direttiva 2004/39 (MIFID), che assegna alle Autorita il potere di chiedere ai revisori o ad altri
esperti indipendenti di svolgere verifiche specifiche in casi particolari, qualora ritenuto necessario.
Si potrebbe quindi valutare I’utilita di un simile potere anche per le autorita di vigilanza dei mercati.

Peraltro, si & suggerito che anche gli audit committees possano avere la possibilita di chiedere lo
svolgimento di specifiche verifiche (e quindi di poter disporre delle necessarie risorse finanziarie)
ad esperti o revisori (diversi da quelli incaricati della revisione), se ritenuto necessario.

Infine la Commissione Europea affronta la questione relativa all’adozione dei principi di revisione
internazionali (ISA — International Standard on Audit), ed in particolare se a tali fini sia opportuno
utilizzare uno strumento obbligatorio (del tipo regolamentare, simile a quello utilizzato per
I’adozione dei principi contabili internazionali) o uno strumento meno vincolante, come una
semplice raccomandazione.

Il CESR nella lettera di risposta alla consultazione effettuata nel 2009 dalla stessa Commissione
Europea sull’adozione degli ISA si era espresso in favore di un processo di “endorsement” europeo
dei principi di revisione (quindi in sostanza dell’utilizzo di uno strumento vincolante), purché
venisse mantenuta la possibilita di operare qualche adattamento agli stessi ISA a fronte di specifiche
esigenze europee, almeno per la revisione dei bilanci delle societa quotate.
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Tale posizione é stata confermata, tenuto conto che I’armonizzazione delle regole tecniche per lo
svolgimento della revisione - importante anche ai fini di una maggiore integrazione della vigilanza
— presuppone I’utilizzo di uno strumento vincolante per I’adozione dei principi internazionali che
disciplinano la materia.

3. Lastruttura di governo e I’'indipendenza delle societa di revisione

In questa sezione la Commissione Europea si esprime in favore di un rafforzamento delle attuali
regole minime contenute nella Direttiva audit 2006/43 in materia di indipendenza dei revisori,
tenuto conto che la Direttiva sul punto contiene prevalentemente principi.

Al riguardo deve preliminarmente rilevarsi che le regole in materia di indipendenza dei revisori
contenute nel Decreto n.39/2010, che come detto ha dato attuazione in lItalia alla Direttiva, gia
prevedono a livello nazionale un regime piu stringente rispetto a quello minimo contenuto nella
Direttiva, regime che risulta particolarmente “rafforzato” per la revisione degli “enti di interesse
pubblico” elencati dall’art.16 dello stesso Decreto (emittenti quotati, banche, assicurazioni,
intermediari finanziari ed altri soggetti). Il rafforzamento delle regole per gli “enti di interesse
pubblico” ha di fatto mutuato I’insieme delle regole gia precedentemente stabilito nel TUF (sistema
peraltro piu stringente rispetto anche alle specifiche disposizioni per I’indipendenza dei revisori
delle public interest entities contenute nella stessa direttiva).

Diverse proposte effettuate dalla Commissione Europea nel Green Paper seguono la stessa linea di
rigore gia adottata a livello nazionale e sono quindi largamente condivise dalla CONSOB.

Non si ritiene invece condivisibile, allo stato attuale, la misura prospettata dalla Commissione
Europea in base alla quale la nomina e la remunerazione del revisore potrebbero essere decise da
un’Autorita esterna e non dalla societa revisionata. Tale misura comporterebbe un radicale
cambiamento nelle attuali relazioni tra revisore e cliente, e solleverebbe una serie di problematiche
di difficile soluzione, tenuto conto delle difficolta che una parte esterna avrebbe nell’individuare il
revisore piu appropriato nelle specifiche circostanze, scelta che richiederebbe una conoscenza
approfondita del business della societa e delle sue esigenze, nonché la gestione degli aspetti relativi
alla determinazione del prezzo della revisione.

Nella valutazione dell’opportunita di introdurre tale misura si deve anche tener conto della
circostanza che per fronteggiare il conflitto di interessi relativo agli aspetti in questione I’attuale
sistema potrebbe eventualmente essere rafforzato in altro modo, ad esempio ampliando il ruolo
degli “audit committees” (gia previsti dalla direttiva per le public interest entities), i quali
potrebbero essere incaricati della nomina e della remunerazione del revisore. Inoltre, anche rispetto
a tale compito, sarebbe utile che fossero sviluppati principi e linee guida a cui tali organi potrebbero
ispirarsi per svolgere piu efficacemente la propria attivita.

Sulla nomina del revisore si rileva che nel nostro ordinamento, in base al Decreto n. 39/2010, agli
audit committees (vale a dire agli organi di controllo interno) degli enti di interesse pubblico é gia
assegnato il compito di formulare la proposta di nomina del revisore, con un mandato quindi piu
incisivo rispetto a quanto previsto dalla Direttiva stessa, che assegna agli audit committees solo un
potere di raccomandazione per la nomina del revisore.

Altra misura considerata con interesse dalla Commissione Europea nel Green Paper € la
“mandatory rotation”, cioé I’obbligo di rotazione della societa di revisione dopo un certo numero di
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anni, da applicare eventualmente in aggiunta alla rotazione del revisore responsabile del lavoro, gia
richiesta dalla Direttiva.

In seno al CESR il tema é stato ampiamente dibattuto per valutare la sua efficacia ai fini di una
migliore salvaguardia dell’indipendenza dei revisori. Si tratta comunque di una misura rispetto alla
quale sussistono posizioni molto contrastanti (in Europa, lo si ricorda, e adottata solo dall’Italia):
molti ritengono che gli aspetti negativi (legati alla perdita di conoscenza del cliente) siano in
definitiva superiori a quelli positivi (cioe ad un’effettiva maggiore salvaguardia dell’indipendenza).
A livello CESR, al fine di dare un contributo utile alla discussione e alla valutazione di tutte le
implicazioni legate a tale misura, e favorire le future riflessioni sulla questione, sono state
rappresentate nella lettera alla Commissione Europea i possibili “pro e contro” ad essa legati, per il
cui dettaglio si rimanda alla lettera allegata.

Sulla specifica questione della rotazione obbligatoria si ricorda che tale misura é presente in Italia
da molti anni (solo nei casi di revisione delle public interest entities) e che é stata sempre ritenuta
una misura efficace a garanzia dell’indipendenza. Si osserva che I’elemento normalmente giudicato
negativo nella rotazione, e cioé la perdita di conoscenza del cliente, in Italia trova una soluzione nel
fatto che la legge richiede che la societa di revisione debba ruotare dopo nove anni; tale periodo -
fatte salve possibili valutazioni circa la congruita della sua durata — appare infatti sufficientemente
lungo e quindi in grado di garantire al revisore il recupero dell’investimento iniziale fatto il primo
anno per acquisire un’adeguata conoscenza del cliente.

Nella lettera del CESR é stata inoltre rappresentata la proposta di una misura alternativa a
salvaguardia dell’indipendenza, che possa incoraggiare la rotazione delle societa di revisione senza
essere obbligatoria, come quella di richiedere agli “audit committees™ di essere piu trasparenti in
occasione della nomina della societa di revisione, in particolare spiegando i motivi di un mancato
cambiamento del revisore dopo un certo numero di anni. E’ stata altresi segnalata I’opportunita di
avviare una discussione in sede europea in merito ad un approccio armonizzato della durata degli
incarichi di revisione.

Un’altra importante questione sollevata nel Green Paper, attiene alla prestazione, da parte dei
revisori, di servizi diversi dalla revisione (cc.dd. “non-audit services”). Sul punto il CESR concorda
con la necessita di stabilire regole e divieti piu stringenti in tema di prestazione di sevizi non di
revisione ai medesimi clienti sottoposti a revisione, punto sul quale nei diversi Paesi europei la
normativa locale ¢ particolarmente variegata, con livelli di salvaguardia molto diversi tra loro.

Anche su tale aspetto si rileva che le regole nazionali, contenute nel Decreto n.39/2010, relative, in
particolare, alla revisione degli “enti di interesse pubblico”, gia prevedono numerosi divieti in
merito alla prestazione di servizi non di revisione, attuando quindi la linea di rigore verso la quale
sembra orientata la Commissione Europea.

4. Lavigilanza sull’attivita di revisione

La Commissione Europea, al fine di rafforzare le attuali regole in materia di vigilanza sull’attivita
di revisione, prospetta tre possibili soluzioni per realizzare una maggiore integrazione, a livello
europeo, tra le Autorita di vigilanza:

- trasformare ’EGAOB (European group of auditors oversight bodies), che attualmente ha
solo un compito consultivo nei confronti della Commissione Europea sulle questioni
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tecniche attinenti la revisione, in un Comitato di livello 3 (secondo il sistema Lamfalussy),
come il CESR, il CEBS e il CEIOPS;

- istituire una nuova ESA (European Surpervisory Authority) in tema di revisione;

- inserire I’attivita di supervisione sulla revisione in una delle nuove Autorita europee di
vigilanza, e quindi eventualmente nell” ESMA.

In primo luogo si condivide fortemente I’importanza di tendere ad una maggiore integrazione tra le
Autorita di vigilanza sui revisori, al fine di rispondere in maniera adeguata alle sfide poste dai
network della revisione che stanno realizzando, dal canto loro, forme sempre piu complesse di
integrazione.

Tale processo potrebbe essere realizzato gradualmente, partendo da un rafforzamento dell’attuale
mandato del’EGAOB , attraverso il quale sviluppare una maggiore convergenza in Europa tra le
attivita di vigilanza ed elaborare forme di approccio comune sui temi della vigilanza sulla revisione.
In tale contesto potrebbero svilupparsi anche utili relazioni tra ’TEGAOB e I’ESMA.

In merito all’integrazione della vigilanza sulla revisione nel’ESMA, o alla creazione di una nuova
ESA, queste iniziative potrebbero essere ancora premature perché, per risultare efficaci,
richiederebbero un livello di integrazione piu avanzato e possibilmente una maggiore
armonizzazione tra i poteri e le attivita di vigilanza delle singole Autorita, nonché una maggiore
armonizzazione delle regole che governano I’attivita professionale di revisione.

La Commissione Europea pone poi la questione relativa alla necessita di rafforzare le
comunicazioni tra i revisori e le Autorita di vigilanza. Sul punto il CESR concorda nel ritenere
opportuna I’estensione ai revisori delle societa quotate degli obblighi di comunicazione gia presenti
nel settore bancario e finanziario, ad esempio in caso di gravi violazioni delle norme che
disciplinano I’attivita, ovvero in presenza di fatti che possano pregiudicare la continuita aziendale
delle societa. Inoltre il CESR concorda sul fatto che obblighi di comunicazione dovrebbero
sussistere anche in presenza di frodi o di sospetti di frode.

Anche in questo caso si rileva che la normativa nazionale sul punto risulta gia in linea con quanto

prospettato dalla Commissione Europea, tenuto conto degli obblighi di comunicazione previsti dal
TUF per i revisori degli emittenti, in presenza di fatti ritenuti censurabili (art.155).

5. La concentrazione nel mercato della revisione

La Commissione Europea nel Green Paper solleva nuovamente il problema della forte
concentrazione nel mercato della revisione, questione gia affrontata in una precedente consultazione
del 2009, sottolineando nuovamente i rischi di tale situazione e prospettando alcune misure per
contrastarla. In particolare si fa riferimento alla revisione degli emittenti quotati che, nella gran
parte degli Stati Membri, é svolta per oltre il 90%, dai 4 grandi network della revisione (E&Y, PWC,
D&T e KPMG).

Secondo la Commissione Europea tale situazione potrebbe rappresentare un “rischio sistemico”, in
quanto I’eventuale default di uno dei grandi network, considerate le dimensioni raggiunte, potrebbe
produrre ampie conseguenze negative sull’intero sistema, minando la fiducia del mercato e

8



CONSOB

compromettendone seriamente il normale funzionamento. Sul punto, pur riconoscendo che I’attuale
situazione di concentrazione presenta dei rischi, non risulta immediata I’attribuzione a tali rischi di
una rilevanza “sistemica” e, nella lettera del CESR, si sottolinea la diversita dei problemi derivanti
dall’eventuale collasso di uno dei grandi network della revisione, rispetto a quelli derivanti dal
default di un’istituzione finanziaria e conseguentemente si esprimono forti perplessita in merito ai
parallelismi che la Commissione Europea sembra invece intravedere, anche nelle eventuali azioni
da intraprendere.

Le misure che la Commissione Europea prende in esame quali possibili strumenti atti a contrastare
la concentrazione sono il “joint audit” (obbligo di nomina di due revisori sui bilanci consolidati di
grandi gruppi, che consentirebbe alle societa di revisione della fascia media e piccola di entrare in
un segmento del mercato di difficile accesso) e la “mandatory rotation” (rotazione obbligatoria
delle societa di revisione dopo un certo periodo).

A parere del CESR entrambe tali misure non sono ritenute particolarmente efficaci a contrastare la
concentrazione del mercato. Peraltro il “joint audit”, secondo I’opinione piu diffusa (a parte per la
Francia dove é obbligatorio da molto tempo), non sembra neanche favorire la qualita del lavoro
svolto. Per quanto attiene poi alla rotazione obbligatoria, essa sembra una misura tesa piu a
garantire I’indipendenza della societa di revisione che in grado di favorire I’apertura del mercato,
come peraltro I’esperienza nazionale dimostra (la situazione della concentrazione del mercato in
Italia, dove tale misura € presente da molto tempo, non € infatti diversa da quella di altri Paesi dove
tale misura non e presente) .

Il CESR concorda invece con la proposta della Commissione Europea di lavorare all’elaborazione
di piani di emergenza (“contingency planning”), peraltro gia sviluppati anche in sede I0SCO, che
prospettino le possibili azioni da intraprendere nel caso in cui una delle “Big 4” dovesse uscire
all’improvviso dal mercato, creando un problema relativo alla “scarsita” nell’offerta dei servizi di
revisione.

Cooperazione internazionale

In merito alle misure di cooperazione internazionale in grado di rafforzare la qualita della vigilanza
sui network della revisione, la Commissione Europea sottolinea nel Green Paper le decisioni di
“equivalenza” e di “adeguatezza” adottate dagli Stati Membri nei confronti di alcuni Paesi Terzi, in
base alle regole della Direttiva 2006/43. Vista I’importanza della cooperazione con i Sistemi di
vigilanza sui revisori dei Paesi Terzi - tenuto conto delle esigenze di vigilanza sull’attivita di
revisione dei bilanci dei gruppi multiquotati svolta dai grandi network della revisione - e quindi la
necessita di costruire relazioni basate sulla reciproca affidabilita, si rileva che le misure previste
dalla Direttiva sono state assunte solo recentemente e che sara necessario monitorare come la
cooperazione internazionale con i Paesi Terzi potra effettivamente svilupparsi su tali basi.

Allegati: n. 1
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Subject: 3L3 Committees Joint Letter on the European Commission’s Green
Paper on Audit: Lessons learnt from the Crisis

The three Level 3 Committees - CESR, CEBS and CEIOPS (the “Committees”), welcome the
opportunity to comment on the Green Paper on Audit: Lessons learnt from the Crisis — as issued
by the European Commission on 13 October 2010.

We would like to express our support for the European Commission’s project to analyse audit
matters in the aftermath of the financial crisis. We note that the Green Paper covers a very broad
range of issues, which are worth a thorough debate by stakeholders.

In preparing their response, the Committees have worked together. While this joint letter stresses
the Committees common position on topics of utmost importance, the detailed comment letters
attached address the matters from the Green Paper from the perspective of each Committee,
taking into account the specific sectoral perspective.

The Committees agree that a high level of audit quality is a key element to ensure market
confidence and contributes to investor protection. We believe that audit quality across the
European Union could be enhanced by further harmonization in the areas of auditing standards,
auditors’ independence, quality control procedures and by supervision of auditors.

Furthermore, we believe that improvements can and should be sought within the current role of
the auditor. In this regard we agree with the Commission's efforts to consider whether there is a
need to reinforce some of the current rules, as we believe that this will contribute to enhanced
audit quality. However, we note that it is difficult to discuss the auditor’s role in isolation and
that any possible revisions to the auditor’s role should be analysed in the context of their
interaction with management, audit committees and other players.

We acknowledge that there is a need for better communication between auditors, audit
committees and external stakeholders. Improved communication, inside or outside the audit
report, would be beneficial and might help diminish the expectations gap of stakeholders. We are
supportive of developments in the role of the audit committees and in their interactions with
different stakeholders. Communication between auditors and audit committees is also important
and can bring benefits in the performance of their respective roles. We also believe that an
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effective and robust audit committee could support auditors in enhancing how they apply
professional scepticism.

On the other hand, greater transparency from the auditor oversight bodies, as well as the audit
firms themselves, could help audit committees make more informed decisions based on the
quality of audit services provided.

Regarding auditing standards, we support the adoption of International Standards of Auditing in
Europe in order to achieve the greatest possible degree of harmonization, therefore we believe
that this should be done by a regulation.

We appreciate the European Commission’s desire to further examine how to reinforce auditor
independence. We believe that the current approach in Directive 2006/43 could be strengthened,
particularly by reviewing the following aspects:

Developing the responsibilities of the audit committees, and relevant guidance to help
them play their role more effectively;

More transparency in the process of appointment of the auditors; and

A stricter approach to the provision of non-audit services, accompanied by enhanced
transparency.

Regarding supervision, we do agree with an approach whereby the supervision of audit firms in
Europe should be performed on a more integrated basis, with closer cooperation between the
national audit oversight systems. At present, supervising global audit firms with cross-border
management in various Member States poses challenges for audit regulators at national level.
There i1s also a need to maintain adequate levels of co-operation with relevant third country
supervisors.

We believe a stronger mandate for the EGAOB would represent a first step towards a gradual
development of the audit oversight system and would allow the EGAOB to continue to provide
technical advice to the Commission and to strengthen convergence of supervisory practices across
the EU, reinforcing the current structure and developing a common approach on auditor
oversight. Given the importance of audit to capital markets, close relationships between a
reinforced EGAOB and the future ESAs could be beneficial for both sides.

Finally, the 3L3 Committees agree that the current level of concentration in the audit market
does present risks for financial markets, as a failure of one of the largest audit firms could cause
severe market disruption. However, we do not see such risks as being the same as those posed by
the banking sector during the financial crisis. When identifying appropriate measures to mitigate
the risks posed by the structure of the audit market, the distinctive characteristics of the audit
sector needs to be taken into account.

In this regard, we agree that contingency planning should be developed to mitigate these risks. As
the largest audit firms are part of international networks international co-ordination might be

necessary.

The Committees detailed comment letters are set out in the Appendix I to III to this joint letter.
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We hope that you find our comments helpful and would be happy to discuss all or any of these
issues further with you.

Yours sincerely,

Carlos Tavares, Giovanni Carosio, Gabriel Bernardino,
Chair of CESR Chair of CEBS Chair of CEIOPS
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COMMITTEE OF EUROPEAN SECURITIES REGULATORS
THE CHAIRMAN

CESR response to the European Commission’s Green Paper on Audit Policy

The Committee of European Securities Regulators (CESR), through its Corporate Reporting
Standing Committee, has considered the Green Paper on Audit launched by the European
Commission.

CESR, the Committee of the European Banking Supervisors (CEBS) and the Committee of European
Insurance and Occupational Pensions Supervisors (CEIOPS) have worked together in preparing
comments. While our joint letter sets out a common 3L3 position on the most important issues
addressed by the Commission in the Green Paper, this annex gives more detail on these main topics
from CESR’ viewpoint and comments on further aspects that are particularly important from the
perspective of securities regulators.

Sectionl. Introduction

Question 1
Do you have general remarks on the approach and purposes of this Green Paper?

and

Question 2
Do you believe that there is a need to better set out the societal role of the audit with
regard to the veracity of financial statements?

and

Question 3
Do you believe that the general level of "audit quality" could be further enhanced?

We welcome the Commission’s initiative to consider the role of audit and audit policy following the
financial crisis. We note that the Green Paper covers a very broad range of issues, many of which
are worthy of thorough debate by stakeholders.

The Green paper seeks views on possible changes to the auditors’ role and mandate. In general
terms, we believe that it is very difficult to discuss auditors role in isolation and that possible
reviews of this role should take into account the way auditors and their work interacts with that of
other players, including management, audit committees and rating agencies. We also believe that
improvements can and should be sought within the current role of the auditors. In this regard we
agree with the Commission's efforts to consider whether there is a need to reinforce some of the
current rules, as we believe that this will contribute to enhance audit quality.

A high level of audit quality is a key element for market confidence and contributes to investor
protection. At this stage, we also believe that audit quality across the EU could be enhanced by
further harmonization in the areas of auditors’ independence, auditing standards, quality control
procedures and by audit supervision.

However, we note that the Directive 2006/43 introduced several new measures in relation to audit
which have only recently been implemented in many Member States. Therefore, we believe that
independent audit oversight bodies should have the opportunity to continue to develop audit quality
and to see whether auditors are playing their role effectively across the EU.

CESR, 11-13 avenue de Friedland, 75008 Paris, France - Tel +33 (0)1 58 36 43 21, web site : www.cesr.eu
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Section 2. Role of the auditor

2.1 Communication by auditors to stakeholders

Question 4
Do you believe that audits should provide comfort on the financial health of companies?
Are audits fit for such a purpose?

The objective of an audit is to express an opinion on whether the financial statements are prepared
in accordance with an applicable financial reporting framework and on whether the financial
statements give a true and fair view of the company’s affairs, while applying a set of professional
standards. The purpose of this exercise is to have more reliable financial statements, primarily for
the benefit of shareholders, and also to enhance public confidence in markets more generally.

It seems difficult to encompass an evaluation on the financial health of companies within the
objective of the audit work as stated above. This kind of assessment would require investigation of
different areas of companies’ businesses, evaluation of companies’ future strategies and medium or
long term development plans. Such an assessment requires competences beyond those on accounting
and auditing, and begins to assume a management role; a level of involvement that could also bring
threats to auditor independence.

We do not believe that the audit work on the going concern assumption is equivalent to the auditor
providing comfort on the financial health of companies (at least when this is understood in a broad
sense). The going concern assumption can be considered as part of an evaluation on the financial
health of a company, but it would not be sufficient for this purpose. A company could continue as a
going concern for the period required by the accounting principles, being at the same time in a very
critical situation as regards its financial health over a longer time frame. No such assessment is
currently required under auditing principles.

Nonetheless, CESR believes that disclosures on the going concern assumptions might be improved,
particularly in the case of companies in difficult situations, while acknowledging that further debate
on how to achieve this would be necessary in order to ensure that all implications are taken into
account.

Question 5
To bridge the expectation gap and in order to clarify the role of audits, should the audit
methodology employed be better explained to users?

To address better external communication through the audit report, certain solutions can be
explored, including changing the report’s structure and language, and providing additional
information useful to stakeholders. IOSCO has published a summary of the answers to a
consultation paper on auditors’ communications that indicates a range of views on possible areas
where communication could be improved together with areas which need further analysis. Each
solution warrants careful consideration, taking into account the information needed by investors and
the role of auditors and their audit reports.

Moreover, given that the audit report is the main form of communication between auditors and
investors, a more "narrative" report might enable investors to better understand the nature and
inherent limitations of an audit. Indeed, encouraging innovation in how the results of the audit work
are reported could lead to better quality in the information delivered to investors. However there is
also a risk that more explanations in the audit report on audit methodology could end up in
additional standard paragraphs containing boilerplate language, without being very helpful. The
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Commission should engage in more dialogue between all interested parties to clarify what changes to
audit reports could help to bridge the expectation gap.

Question 6
Should "professional scepticism" be reinforced? How could this be achieved?

CESR believes that “professional scepticism” is key to the audit approach and that its proper
application should be carefully monitored. Attention to professional scepticism should be reinforced
considering that adopting a critical attitude is a fundamental component of auditors’ behaviour in
fulfilling the societal role assigned to them.

Audit inspections within the EEA in this area have indicated that there is room for improvement in
auditors’ application of professional scepticism. However, this could be better achieved through a
more rigorous application and enforcement of the rules already included in the professional
standards rather than through the introduction of new rules. Audit firms, for example, should
manage and monitor more closely the application of professional scepticism by individual auditors
through their training activities, monitoring process or other internal initiatives able to emphasise
the importance of this state of mind.

Further, we feel that professional scepticism could also be improved by strengthening the
communication from the auditor vis-a-vis the audit committee. Effective and robust discussion with
Audit Committees gives auditors an opportunity to communicate their views on issues within the
company more openly to directors and therefore creates an atmosphere where auditors can apply
more scepticism in the audit process.

We would not favour an attitude whereby scepticism, as exercised with regard to key disclosures in
the financial statements, is deemed to have improved if there is a subsequent increase in “emphasis
of matter” paragraphs in audit reports, as envisaged in the Commission’s Paper. The appropriate
exercise of scepticism should lead to adequate disclosure in the financial statements of the audited
company, regardless as to whether an emphasis of matter paragraph might also be deemed to be
necessary by the auditor.

Question 7
Should the negative perception attached to qualifications in audit reports be
reconsidered? If so, how?

Qualified audit reports are indicative of material misstatements or inabilities to obtain sufficient
appropriate audit evidence, and therefore the negative perception attached to them seems
unavoidable and justified. The auditor’s opinion should reflect the outcome of the work done and it is
clearly an auditor’s responsibility to make its concerns clear to shareholders, where it has such
concerns.

Question 8
What additional information should be provided to external stakeholders and how?

As a starting point, CESR believes that any consideration should be based on the premise that it is
important not to create potential for confusion among different roles and responsibilities (auditors,
management, rating agencies).

The role played by auditors is very different from the one played by rating agencies or equity
analysts. The auditor is required to evaluate whether the financial statements have been prepared
in accordance with the applicable financial reporting framework, which he does by applying auditing



=3

(T C
N D)

****

*

standards. The auditor’s opinion is essentially a binary decision and the auditor’s work does not
currently aim to make categorisations or rate audit clients.

Having said this it is still possible to explore ways whereby auditors could play a role in improving
the quality of financial statements and, in particular, the quality of disclosures. These ways should
not detract from the premise that auditors are required to make an evaluation of compliance with
principles included in the applicable financial reporting standards framework.

The provision of additional information (on risks, sector evolution etc.) through the auditor’s report
could blur the respective roles of auditors and management, and does not seem appropriate when
management is in the best position to provide the information that users and investor may require.
CESR believes that management must retain primary responsibility for communication with
stakeholders.

Some additional elements that are communicated to the Audit Committees could also be of interest
to stakeholders, and it may be useful to consider how these could be given more prominence either in
the audit report or in disclosures provided by the Audit Committee.

Stakeholders might find it useful if auditors were to explain their judgment on significant matters
that have required particular attention during the audit. The purpose of this would be to address
stakeholders’ expectations in having more details on the key elements of the auditor’s work on the
financial statements and the evidence underlying the judgments made in order to issue the audit
opinion. Examples of such elements might include: significant accounting estimates, accounting
policies and principles and going concern issues.

Question 9
Is there adequate and regular dialogue between the external auditors, internal auditors
and the Audit Committee? If not, how can this communication be improved?

CESR believes that there will always be room for improvement in communication between external
auditors, internal auditors and audit committees. A strong, effective and well qualified audit
committee can play a significant role in corporate governance and supports the effectiveness of the
both the external audit process and other internal controls on behalf of shareholders.

We note that clarified ISA 260 covers a wide range of issues for communication between the external
auditors and those charged with governance. CESR believes that this standard, along with other
clarified ISAs, will lead to improvements in auditing in those jurisdictions where ISAs have been
implemented.

We believe that there could be a role for regulators providing additional guidance to audit
committees to support them in their discussions with external (and indeed internal) auditors.
Greater transparency by audit committees about the matters they have considered during the year
could also lead to a better understanding among investors of the contentious issues during the audit
and the way in which the audit committee has lent objectivity to the financial reporting process.

Question 10
Do you think auditors should play a role in ensuring the reliability of the information
companies are reporting in the field of CSR?

No comments.

Question 11
Should there be more regular communication by the auditor to stakeholders? Also,
should the time gap between the year end and the date of the audit opinion be reduced?

4
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Regarding the time gap, publication of the financial statements for listed entities, including the
audit opinion is within the scope of the Transparency Directive, which indicates the timing of such
publication. CESR does not see any need to change the rules currently applicable.

Question 12
What other measures could be envisaged to enhance the value of audits?

The scope of statutory audit is currently limited to historical financial information prepared by an
issuer and an auditor is not currently expected to provide reasonable assurance on any other
communication made to the public, as they are not included within the scope of the audit
engagement.

CESR believes that the scope of the audit engagement should not be increased. In this context CESR
would not support an extension of the auditor’s mandate in order to cover, for example, forward

looking information, given the uncertainties in the level of assurance that could be provided for this
kind of work.

The Directive 2004/39 (Markets in Financial Instruments Directive), art.50 assigns regulators
powers to require auditors or other independent experts to carry out verifications and investigations,
when deemed necessary. It could be worth considering whether similar powers would be useful for
capital markets in general. In addition to this, CESR believes it is important that audit committees
have sufficient access to resources to enable them to request additional assurance or other review
work on particular issues (often in areas deemed to be high risk) to be conducted by a different
auditor or expert where necessary.

2.2 International Standards on Auditing (ISAs)

Question 13
What are your views on the introduction of ISAs in the EU?

As per our previous comment letter on the adoption of ISAs (CESR/09-776), CESR is supportive of
the introduction of ISAs, subject to a suitable European endorsement procedure. We see huge
advantages in having harmonized auditing standards in the European Union and internationally.

Question 14

Should ISAs be made legally binding throughout the EU? If so, should a similar
endorsement approach be chosen to the one existing for the endorsement of International
Financial reporting Standards (IFRS)? Alternatively, and given the current widespread
use of ISAs in the EU, should the use of ISAs be further encouraged through non-binding
legal instruments (Recommendation, Code of Conduct)?

CESR believes that it would be beneficial for ISAs to be adopted and thus required for the audits of
entities with listed securities falling under the scope of the Regulation (EC) No 1606/2002
(Regulation on the application of the International Accounting Standards). In order to achieve the
greatest possible degree of harmonisation, CESR would support using the legal form of a Regulation,
similar to the adoption of international financial reporting standards.

Notwithstanding the consultations taken place during the development of the ISAs, CESR could
envisage rare circumstances where it might be beneficial to the European public interest to retain an
ability to amend standards prior to their endorsement. CESR would recommend using such a facility
with caution and in only very rare circumstances as it could lead to an erosion of the coherence of
such standards.
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Question 15
Should ISAs be further adapted to meet the needs of SMEs and SMPs

No comment.

Section 3. Governance and independence of audit firms

Question 16
Is there a conflict in the auditor being appointed and remunerated by the audited entity?
What alternative arrangements would you recommend in this context?

and

Question 17
Would the appointment by a third party be justified in certain cases?

CESR supports measures to reinforce the independence of auditors and, in this regard, believes that
the provisions included in Directive 2006/43 can be strengthened.

We are concerned that the proposals on the appointment and remuneration of the audit engagement
envisaged by the Commission seem to identify measures that would fundamentally change the roles
and relationships between auditors and audited companies, while raising, at the same time, a
number of new issues. For example, it would be quite difficult for an external party to obtain a
sufficient knowledge of the company and its business (even more complicated in the case of a group
of companies) to routinely make a better choice of the most appropriate auditors among different
proposals than the company’s choice. Using a third party to establish a fair level of remuneration for
auditors risks entering also into the commercial aspects of a private business (as if audit services
could be considered simply as commodities).

We believe that the system already in place can deal to a large degree with the inherent conflict of
interests in auditor appointment and remuneration, although the system could be improved by
reinforcing the current rules and making them more effective.

We believe that Audit Committees should be in the best position to judge which auditor is most
appropriate for their companies, and that it would be most helpful to look at how audit committees
could be better able, equipped and prepared to perform this role effectively. The appointment and
the remuneration of auditors could be a specific competence of audit committees, reinforcing the
current wording in Directive 2006/43 art.41 (par.3) and perhaps strengthening the independency
requirements relating to Audit Committees for listed companies.

Looking at the tasks assigned to audit committees in Directive 2006/43 art.41 (monitoring the
statutory audit and the independence of the auditor), they could play a very important role in the
relationships with auditors on various aspects. However more work should be done in this area in
order to develop guidance to enable audit committees to meet these expectations.

Question 18
Should the continuous engagement of audit firms be limited in time? If so, what should be
the maximum length of an audit firm engagement?

CESR agrees that audit firm rotation could enhance perceived independence, and would welcome a
more thorough debate on the pros and cons of requiring audit firm rotation in addition to rotation of
audit partners.
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Possible advantages of mandatory rotation are:

- greater independence: audit partner rotation aims to ensure that auditors have a “fresh look”
at the audit approach, but this can be seen as only a partial measure. The audit team does
not rotate entirely and in any case the economic interests underlying the relationship
between the audit firm and the audited company do not change. Therefore audit firm
rotation, in addition to audit partner rotation, could ensure greater independence and
objectivity with a positive impact on audit quality; and

- audit firm rotation could help to mobilise the audit market in general by increasing the
number of audit tenders that arise (even though in some specific market segments the actual
choice of audit firms for rotation could be very limited), which should encourage more firms
to participate in such tenders in the long run. However, auditor rotation cannot be
considered as a measure which would address issues within the structure of the audit
market in isolation.

Possible disadvantages of mandatory rotation are:

the investment necessary in the first year for a new auditor to gain sufficient knowledge of
the company to satisfy the requirement of the audit engagement may not be recoverable
unless the audit engagement continues for a reasonable amount of time. For mandatory
rotation to work, it is necessary to find a balance between maintaining the audit engagement
for a reasonable amount of time in order to allow the audit firm to spread over a certain
number of years the initial investment, whilst ensuring effective rotation for independence
purposes. This debate could also imply a discussion at European level being necessary on the
duration of the engagement and its possible harmonization.

A possible suggestion could be to foster rotation of audit firms through alternative measures without
making it mandatory. For example, there could be a rebuttable presumption of rotation or re-
tendering after a certain number of years, with a requirement for audit committees to give adequate
disclosure on their reasons for not changing the audit firm already engaged.

On the duration of the engagement, CESR believes that it could be worth exploring the possibility of
having a harmonized approach in Europe. This would facilitate the development of further thinking
on independence issues and particularly around the mandatory rotation of audit firms.

Question 19

Should the provision of non-audit services by audit firms be prohibited? Should any such
prohibition be applied to all firms and their clients or should this be the case for certain
types of institutions, such as systemic financial institutions?

CESR is in favor of reinforcing the rules on the provision of non-audit services. However, we would
suggest that the area of concern should be limited to the provision of non-audit services to the same
audit client and not extended beyond this context. Therefore CESR would not be concerned with the
current structures of firms providing, in general, auditing and non-auditing services, and would not
favor the creation of “pure audit firms”. CESR notes that there are no specific independence threats
if an audit firm delivers services to a non-audit client, and therefore sees no need for taking such far-
reaching measures. Further, the creation of a “pure audit firm” does not address any threats
emerging from network organizations, and therefore does not resolve the issue.

CESR believes that the area of the provision by audit firms of non-audit services deserves a stronger
approach in terms of clearer provisions aimed at prohibiting the provision of certain non-audit
services, requiring more disclosure by companies on non-audit fees and more involvement of audit
committees in the decisions related to the provision of non-audit services by the same audit firm.
Such stricter rules could be applied to auditors of all listed companies. The nature and the extent of
specific prohibitions and rules should be explored further and would require an in-depth analysis of

-
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different legislation and codes of ethics in various jurisdictions, with a view to achieving convergence
in Europe.

An additional issue that could be worth exploring further is the definition of “network” included in
the Directive 2006/43. The definition is crucial because of its impact on all independence issues and
its consistent application in Europe, particularly to smaller less-integrated networks should be
analyzed.

Question 20
Should the maximum level of fees an audit firm can receive from a single client be
regulated?

No comment.

Question 21
Should new rules be introduced regarding the transparency of the financial statements of
audit firms?

We note that Directive 2006/43 includes provisions on auditor transparency and that transparency
reports, including financial information, have been developing since the Directive’s implementation.
Feedback from auditor oversight bodies on transparency reports provided to date could support the
spread of best practice in this area, and could be more effective in the short term than developing
new rules.

Question 22
What further measures could be envisaged in the governance of audit firms to enhance
the independence of auditors?

CESR believes it would be beneficial to confidence in the audit market for audit firms to adopt best
practice in their corporate governance arrangements, despite following a different ownership
structure than many businesses in other sectors. In particular, CESR believes it is important for
audit firms to communicate with the shareholders of audit clients, embed professionalism within
their culture, maintain effective risk management systems and demonstrate transparency about
their activities. Commitments from the industry to abide by codes of best practice, such as that
adopted in the UK (the UK Audit Firm Governance Code!?), appear to be a positive way to develop
industry-led solutions in this area and should be encouraged. As far as legislative proposals are
concerned we note that most audit firms operate as owner-managed partnerships and so, given that
governance issues do not arise in the same way for audit firms as they do for public companies and
so we think that such steps are not necessary at this stage.

Question 23
Should alternative structures be explored to allow audit firms to raise capital from
external sources?

As per our previous comment letter on the Commission Paper “Control Structures in Audit Firms
and their Consequences for the Audit Market” (Ref CESR/09-291) CESR concedes the possibility that
easier access to financial capital could facilitate further integration of audit firms particularly at the
mid-tier level and might help these firms subsequently to develop their share of the market of the
audits of multinational firms. As such, alternative ownership structures merit further
investigation. Alongside the role of capital, CESR believes that amongst other aspects a firm’s

I http://www.frc.org.uk/documents/pagemanager/frc/The%20Audit%20Firm%20Governance%20Code.pdf.
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reputation and its human capital (skill and competence, professionalism) remain key factors. These
are the factors that, in the long run would ensure the stable growth of a new player and serve to
guarantee audit quality.

Furthermore CESR believes auditor independence i1s paramount for the conduct of effective audits
and for the consequent role played by the audit function in maintaining public confidence in the
markets. Any possible solutions must therefore ensure that this independence of the audit function
1s not compromised.

Question 24
Do you support the suggestions regarding Group Auditors? Do you have any further ideas
on the matter?

No comment.

Section 4. Supervision

Question 25
Which measures should be envisaged to improve further the integration and cooperation
on audit firm supervision at EU level?

CESR recognises that independence of public oversight systems from the audit profession is the key
driver in the audit oversight process.

We do agree with an approach whereby the supervision of audit firms in Europe is performed on a
more integrated basis, with closer cooperation between the national audit oversight systems. At
present, supervising global audit firms with cross-border management in various Member States
poses challenges for audit regulators at national level; there is also the need to maintain adequate
levels of co-operation with relevant third country supervisors.

CESR believes a stronger mandate for the EGAOB would represent a first step toward a gradual
development of the audit oversight system which would allow the EGAOB to continue to provide
technical advice to the Commission and to strengthen convergence of supervisory practices across
the EU, reinforcing the current structure and developing a common approach on auditor oversight.

Given the importance of audit to capital markets, close relationships between a reinforced EGAOB
and the future ESMA could be beneficial for both authorities in developing their respective
competences.

Regarding the proposal to grant a supervisory role either to the future ESMA or to an independent
ESA, it is, in our view, still somewhat premature at this stage to make a decision on either
alternative because more advanced levels of integration among authorities in different Member
States and greater harmonization in terms of their powers and supervisory practices would need to
be in place first. Audit practice in general also has areas which are currently not sufficiently
harmonised in Europe and any integration of the supervisory authorities should go hand in hand
with greater harmonization of such practice.

Question 26
How could increased consultation and communication between the auditor of large listed
companies and the regulator be achieved?

CESR agrees on the need to reinforce the dialogue between regulators and auditors. In this context,
we believe that a clearer duty to report to securities regulators (and, in some cases, audit regulators)
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could be helpful. Similar provisions to those already applied to financial institutions and providers
of investment services could be extended to auditors of listed companies, requiring communications
to securities regulators in specific circumstances (such as if the auditor becomes aware of any fact or
event which could constitute a material breach of laws or could affect the ability of the company to
continue as a going concern). Furthermore, CESR agrees that communications should be mandatory
in case of fraud or suspected fraud for listed companies. Some countries already require
communication in certain circumstances (for example, where an auditor gives an adverse opinion or
in connection with the going concern principle). We believe that convergence should be sought in this
area in Europe.

Section 5. Concentration and market structure

Question 27
Could the current configuration of the audit market present a systemic risk?

As per our previous comment letter on the Commission Paper “Control Structures in Audit Firms
and their Consequences for the Audit Market” (Ref CESR/09-291) CESR supports the initiative of
the Commission to stimulate debate on the issue of audit market concentration. We agree that the
current level of concentration in the audit market does present risks, even though it remains difficult
to state whether these risks are “systemic”, considering the meaning of this word in the financial
sector. However, we note that the “systemic risks” associated with a large audit firm exiting the
audit market are not the same as those associated with the demise of a bank and would caution
against drawing too many parallels? e.g. the idea of using living wills for audit firms.

We believe that any such action in this area should be dealt with at an international level. The audit
firms are global networks and the risks that a large audit firm may have to exit the audit market
may arise from circumstances outside the EU.

Question 28

Do you believe that the mandatory formation of an audit firm consortium with the
inclusion of at least one smaller, non systemic audit firm could act as a catalyst for
dynamising the audit market and allowing small and medium-sized firms to participate
more substantially in the segment of larger audits?

We are not convinced that joint audits (or audit firm consortia) would necessarily ‘dynamise’ the
audit market by enabling mid-tier firms to capture some of the market for the audit of the largest
listed entities in a way that would enhance audit quality. Joint audits might pose a number of
issues in terms of responsibilities, differences in the level of workload and audit approach. In
addition to this, the issues might be more complex when referring to joint audits between Big Four
and mid-tier or small audit firms. We would draw the European Commission’s attention to the fact
that both Denmark and Belgium have required joint audits in the past, but have since withdrawn
these requirements (having not found them to add sufficient value). On the other hand, France,
where joint audits have been in use for a number of years, has not noticed negative effects from joint
audits.

Question 29

From the viewpoint of enhancing the structure of audit markets, do you agree to
mandatory rotation and tendering after a fixed period? What should be the length of such
a period?

2 For example, reputation risk is the greatest risk faced by the largest audit firms (rather than bankruptcy, to which situation
living wills are primarily addressed), and the effect of an event threatening the reputation of an audit firm and thus
precipitating its collapse could not be mitigated by injections of funds or other kinds of bail outs associated with systemically
important banks.
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Though we do not see mandatory rotation of audit firms as a significant measure that would
substantially open up the audit market, we do think that there could be a useful debate on how
mandatory rotation of audit firms may contribute to greater auditor independence. Therefore we
have provided comments on this topic under the section on auditor independence.

Question 30
How should the "Big Four bias" be addressed?

We believe that greater transparency on audit quality, both by auditor oversight bodies and from the
audit firms themselves, could help to address the Commission’s question about whether the
perceived extra level of comfort in appointing a Big Four firm is due to “perceptions” rather than
“merit”.

Question 31
Do you agree that contingency plans, including living wills, could be key in addressing
systemic risks and the risks of firm failure?

A large firm leaving the market could lead to significant disruption for capital markets. Therefore, as
securities regulators, we believe that further work should be done on contingency planning, both at
sector level and also by individual audit firms and companies (which might lose their auditor), to try
to mitigate this risk. We note that IOSCO has published a document on contingency planning3.

We note that any actions, such as contingency planning, do not, in any way, undermine the necessity
for audit firms to ensure that they provide high quality audits. The rest of our response focuses on
how to enhance audit quality as this underpins market confidence and consumer protection.

Question 32
Is the broader rationale for consolidation of large audit firms over the past two decades
(i.e. global offer, synergies) still valid? In which circumstances, could a reversal be
envisaged?

CESR believes that it may be appropriate for national competition authorities to consider whether

measures might be taken to address market structure in specific jurisdictions, taking into account
the specificities of each national market and industry sector.

Section 6. Creation of a European market

Question 33

What in your view is the best manner to enhance cross border mobility of audit
professionals?

No comment.

Question 34

Do you agree with "maximum harmonisation" combined with a single European passport

for auditors and audit firms? Do you believe this should also apply for smaller firms?

No comment.

3 http://www.iosco.org/library/pubdocs/pdf/IOSCOPD269.pdf
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Section 7. Simplification : SMP and SME

Question 35

Would you favour a lower level of service than an audit, a so called "limited audit" or
"statutory review" for the financial statements of SMEs instead of a statutory audit?
Should such a service be conditional depending on whether a suitably qualified (internal
or external) accountant prepared the accounts?

No comment.

Question 36
Should there be a "safe harbour" regarding any potential future prohibition of non-audit
services when servicing SME clients?

No comment.

Question 37

Should a "limited audit" or "statutory review" be accompanied by less burdensome
internal quality control rules and oversight by supervisors? Could you suggest examples
of how this could be done in practice?

No comment.

Section 8. International co-operation

Question 38
What measures could in your view enhance the quality of the oversight of global audit
players through international co-operation?

CESR believes that international cooperation with audit oversight bodies in third countries is
fundamental to addressing the issues arising from the supervision of large groups which operate in
multiple jurisdictions and from the supervision of global audit networks.

Therefore it is necessary to build mutual trust and reliance between European audit oversight bodies
and between third countries audit oversight bodies. CESR believes that the legal framework of
Directive 2006/43, and in particular with respect to the adequacy and equivalence decisions, has
helped in creating a common European approach. However, CESR notes those measures have only
recently been introduced and it will take time for a truly collaborative relationship to grow at
international level.
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