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STATUTORY AUDITORS AND THIRD COUNTRY AUDITORS (AMENDMENT) (NO 2) REGULATIONS 2008 

1 The EU’s Statutory Audit Directive (2006/43/EC) introduces the regulation of auditors from outside the EEA (“Third Country Auditors”) who audit the accounts of companies who issue securities on regulated markets in the EEA. The Directive also allows these requirements to be disapplied where third country auditors are subject to a system of regulation in their home country which is determined to be equivalent to those in the EU. 

2 Although the Commission has not yet made proposals for determinations of equivalence, the Commission and Member States have recently agreed a decision (2008/627/EC) on transitional measures which will allow Member States to treat auditors from specified countries largely as though the regulatory regimes were equivalent. This will allow the introduction of these provisions with the minimum disruption to EU markets. The decision can be found at http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2008:202:0070:0073:EN:PDF . 
3 The practical implementation of these arrangements in the UK is the responsibility of the Professional Oversight Board (POB) of the Financial Reporting Council, and they have published detailed proposals for consultation. These can be found on the FRC website at http://www.frc.org.uk/pob/regulation/auditors.cfm That consultation closed on 25 July and included an impact assessment.
4 The existing UK legal provisions for the registration of third country auditors are set out in the Statutory Auditors and Third Country Auditors Regulations 2007 (SI2007/3494). The Professional Oversight Board’s proposals for the registration of third country auditors in the light of the Commission decision can largely be given effect by the disapplication of existing registration provisions in SI 2007/3494. POB already have the powers to do this under the 2006 Companies Act and this disapplication is not  covered in the draft SI published here. 
5 However, because of the legal approach of the Commission’s decision, some amendments are needed to the existing provisions in SI 2007/3494. Alongside the disapplication, these amendments will allow the Professional Oversight Board to operate the system for registration of third country auditors in the way they set out in their consultation.

6 The draft of the Statutory Auditors and Third Country Auditors (Amendment) (No 2) Regulations 2008 adds two new provisions to SI 2007/3494. First, it provides for the from third country auditors covered by the Commission decision on transitional arrangements to provide to POB the detailed information specified by that decision. Secondly it enables POB to remove third country auditors from the register, again to reflect the provisions of the Commission decision. The intention is that these Regulations will come into force by the end of October 2008.
7 If you have any comments on the draft Statutory Instrument, please send them by Monday 29 September, preferably by e-mail to: auditdirective@berr.gsi.gov.uk  If you wish to comment by letter, please write to Jim Bellingham, Audit Policy Team, Department for Business, Enterprise and Regulatory Reform, 5th floor, 1 Victoria Street, London SW1H 0ET. If you have any questions about the regulations, please contact (until 9 September) Jim Bellingham on 020 7215 3858, or (after 9 September) Amita Randhawa on 020 7215 3585.
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