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PART 1

Preliminary Matters
General

This Part contains standard provisions necessary for the interpreta-
tion and commencement and operation of the Bill.

Section 1 contains the short title and standard collective citation
provisions.

Section 2 contains the Bill’s commencement provisions. Subsection
(1) provides for the bringing into operation of the Act, while subsec-
tion (2) allows the Minister to appoint different days to bring into
effect different provisions of the Act.

Section 3 gives the full title of various Acts referred to in the Bill
in an abbreviated way and makes it clear that any such reference
is to that Act as amended and also explains ‘‘short-hand’’ internal
references in the Bill.

PART 2

IRISH AUDITING AND ACCOUNTING SUPERVISORY
AUTHORITY

General
This part contains the various provisions required to establish the

Supervisory Authority as a company limited by guarantee, setting
out its members, objects, functions, powers, reporting and funding
arrangements as well as its more specific functions in relation to the
prescribed accountancy bodies. It also gives the Supervisory Auth-
ority the power to delegate any of its functions to subcommittees or
staff of the Supervisory Authority and provides for confidentiality of
information obtained by the Supervisory Authority.

Section 4 defines terms used in this Part of the Bill. Most of these
are self-explanatory. A point of clarification worth making is that the
definition of ‘‘prescribed accountancy body’’ encompasses all
accountancy bodies recognised for the purposes of the Companies
Acts to reflect the scope of the supervision provided for in the Bill,
which extends, alike, to auditor and non-auditor members of these
recognised bodies. The Minister also has the power under section
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46(1) to prescribe other bodies of accountants for the purposes of
the Act.

Section 5 gives the Minister the power to designate a public com-
pany limited by guarantee without share capital satisfying the criteria
set out at (a) to (d) under subsection (1) to exercise the functions
assigned to the Supervisory Authority under this Bill, as opposed to
establishing the Supervisory Authority in legislation as a statutory
state body. Under subsection (2), in the case of the Supervisory
Authority, the requirement for the memorandum of every company,
other than a public limited company, which is limited by shares or
guarantee, to contain the name of the company with ‘‘limited’’ or
‘‘teoranta’’ as the last word of the name is being dis-applied.

Section 6 provides for the membership of the Supervisory Auth-
ority. As a company limited by guarantee it is required under the
Companies Acts to have its members subscribe to the memorandum
and articles of association. The membership is to consist of the pre-
scribed accountancy bodies and the nine designated bodies listed at
subsection (2). These are a broad combination both of general
interests e.g. the social partners, those involved in financial reporting
e.g. the Central Bank, the Director of Corporate Enforcement, the
Stock Exchange and the Revenue Commissioners, as well as users
of financial statements such as the Irish Association of Investment
Managers and the Pensions Board. The Minister will be able to
amend the list of designated bodies by regulation.

The provision for members to nominate directors to the Super-
visory Authority are set out at section 11.

Section 7 requires the prior approval of the Minister in order for
amendments to be made to the memorandum and articles of associ-
ation of the Supervisory Authority.

Section 8 sets out the principal objects of the Supervisory Auth-
ority which are to be enshrined in its memorandum of association.
These are to supervise the regulation and monitoring by prescribed
accountancy bodies of their members, promote adherence to high
professional standards across the accountancy profession, monitor
compliance with the Companies Acts of accounts of certain classes
of companies and provide specialist advice to the Minister on audit-
ing and accounting related matters.

Section 9 lists the main functions to be discharged by the Super-
visory Authority. These will involve the transfer of powers from the
Minister in relation to the recognition of bodies of accountants by
the Board of the Supervisory Authority and the introduction of other
amendments to company law, in particular to the 1990 Act. These
amendments are set out in later sections. The Supervisory Authority
will work with the accountancy bodies in developing professional
accounting and auditing standards and take action in relation to com-
pliance with these standards.

The section makes it clear that the Supervisory Authority will be
responsible for monitoring the effectiveness of rules relating to audi-
tor independence and, where necessary, the intervention in dis-
ciplinary procedures of the accountancy bodies. Reviews of monitor-
ing by prescribed bodies of their members is also provided for.

Section 10 empowers the Supervisory Authority to carry out its
functions and to adopt rules and issue guidelines relating to its func-
tions or powers. In the event that a prescribed accountancy body
has or may fail to comply with rules or guidelines, the Supervisory



Authority can apply to the Court for an order compelling
compliance.

Section 11 provides for the appointment by the Minister of direc-
tors of the Supervisory Authority.

There is provision for thirteen directors, twelve appointed by the
Minister (based on nominations from each of the eight bodies
referred to at section 6(2)(a) to (h), with two nominations from the
prescribed accountancy bodies, and a further two by the Minister).
The Chief Executive will be an ex-officio director. Not more than
two directors appointed by the Minister can be members of pre-
scribed accountancy bodies.

Members of the Supervisory Authority are not permitted to
instruct directors in the discharge of their duties as directors.

The term of office of a director will be set by the Minister as being
for a minimum of three years and a maximum of five years. The
Minister shall if he or she so wishes re-appoint directors to the
Board. The section also provides for the resignation and removal of
directors from the Board.

Section 12 provides for the appointment of the Chief Executive
Officer (CEO) by the Board of the Supervisory Authority. The CEO
holds office on terms and conditions approved by the Minister with
the consent of the Minister for Finance.

Under section 13 the Supervisory Authority is required to draw
up and submit to the Minister a work programme setting out the
Supervisory Authority’s strategies, planned activities and intended
outputs for a three year period. The work programme will also
include information on the staff and resources including an annual
programme of expenditure, required by the Supervisory Authority
to carry out the activities and to achieve the intended outputs.

The programme of expenditure contained in the work programme
will be subject to the approval of the Minister, given with the consent
of the Minister for Finance. As the prescribed accountancy bodies
will also be a contributor to the funding of the work of the Supervis-
ory Authority (see note on section 14), the Minister will consult them
in advance of approving the programme of expenditure. However it
is not intended to give the profession the power of veto over the
programme of expenditure. The Supervisory Authority’s work pro-
gramme, as adopted, will be laid before the Houses of the
Oireachtas. The Supervisory Authority can also revise its work pro-
gramme in the event that the Minister amends the annual pro-
gramme of expenditure. The Supervisory Authority also has the
flexibility, following an interim review, to submit an amended work
programme, including an amended or supplementary annual pro-
gramme of expenditure.

Section 14 makes provision for funding to be provided by the
Oireachtas in respect of the programme of expenditure approved for
that year in section 13. There are two separate uses to which this
money is to be put. One is for the development of a reserve fund
provided for in section 15 (see notes on that section), for the purpose
either of the investigation of possible breaches of standards of pre-
scribed accountancy bodies under section 24 or of conducting reviews
of whether accounts comply with the Companies Acts, under section
26. The second use to which moneys are to be applied is in respect
of the performance by the Supervisory Authority of all of its func-
tions other than those provided for in sections 24 and 26.
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The sources of funding for the Supervisory Authority are a grant
of a maximum of 40% of the amount of the approved programme of
expenditure approved for that year under section 13 out of money
provided by the Oireachtas, with a maximum of 60% of the cost of
the approved programme of expenditure to be levied by the Super-
visory Authority, with the prior approval of the Minister, on the pre-
scribed accountancy bodies. (This balance of contributions to fund
the operation of the Supervisory Authority corresponds with the
respective levels recommended by the Review Group on Auditing).
The Supervisory Authority is obliged to establish and obtain the
prior approval of the Minister for criteria for apportioning the levy
among classes of prescribed accountancy bodies.

Amounts included in the multi-annual estimates for the Depart-
ment of Enterprise, Trade and Employment to fund the Supervisory
Authority in 2003 and 2004 are \607,000 and \614,000 respectively.

The Supervisory Authority is allowed, subject to certain con-
ditions, to borrow money to provide for activities set out in its work
programme.

Section 15 provides for the establishment and maintenance of a
reserve fund (subject to any limit which the Minister may specify) by
the Supervisory Authority for the express purposes of carrying out
independent investigations into possible breaches of standards of
prescribed bodies, under section 24 and for reviewing whether
accounts comply with the Companies Acts under section 26 and tak-
ing the actions prescribed for in cases of non-compliance.

It is important, that the Supervisory Authority have access to a
‘‘fighting fund’’ to enable it undertake, perhaps at short notice, an
independent investigation into the conduct of a member of a pre-
scribed accountancy body under section 24 or to prepare and make
an application to the Court under section 26 in respect of defective
accounts. The effectiveness and credibility of the Supervisory Auth-
ority could be seriously undermined in respect of these functions if
they were required to comply with the funding approval processes
provided for at section 14 in respect of work programmes and annual
programmes of expenditure, because, not least, of the delays which
would be entailed.

The fund being provided for will be a Reserve Fund, built up over
time and replenished as and when funds are drawn from it. It is
intended that the Fund will be maintained at or about a particular
level, which when reached, will result in suspension of raising or
making contributions to it pending its depletion.

There will be two main sources of funding for the Reserve Fund.
An amount will be set aside from the funding received in respect of
the annual programme of expenditure (provided for at section 14)
and paid into the Reserve Fund. In addition to this, a levy will be
imposed on relevant companies or undertakings to which the criteria
at subsection (2) are applicable. No more than the amount paid into
the Reserve Fund in any year under section 14(1), i.e. by the
Exchequer grant and the levy on the prescribed accountancy bodies,
will be levied on these companies or relevant undertakings. Also,
any costs recovered by the Supervisory Authority under sections 24
and 26 will be used to replenish the Reserve Fund. The annual con-
sent of the Minister is required in respect of the amount of the levy
on ‘‘section 26 undertakings’’, the determination of which will have
regard to the criteria at subsection (4). The Supervisory Authority is
required to submit each year, for the prior approval of the Minister,



its criteria for the apportioning of the levy among companies and
undertakings.

Section 16 provides for the transfer of unused funds by the Super-
visory Authority from one year to the next. With the exception of
funds set aside in the Reserve Fund, any unused monies will be
applied to cover programmes of expenditure in the subsequent year,
and the amount paid to the Supervisory Authority from the State
and the prescribed accountancy bodies in respect of the approved
programme of expenditure for that year will be reduced by the
amount carried over.

Section 17 empowers the Supervisory Authority to recruit staff,
within the restrictions of staffing levels specified in its work pro-
gramme, the numbers, grades and terms and conditions of appoint-
ment are subject to the approval of the Minister given with the con-
sent of the Minister for Finance.

The staffing numbers, grades etc, which require the approval
of the Minister for Enterprise, Trade and Employment, with the con-
sent of the Minister for Finance, are linked with the work
programme/annual programme of expenditure which the Authority
will be required to draw up, and it is therefore not possible to project
at this stage what those staffing numbers, grades etc will be.

Section 18 contains standard provisions requiring the disclosure of
interests by directors of the Supervisory Authority.

Section 19 similarly contains standard provisions requiring the dis-
closure of interests by members of the staff of the Supervisory
Authority.

Section 20 provides that the Supervisory Authority may, if it con-
siders it appropriate to do so prepare superannuation schemes for
the CEO and the staff of the Authority.

Section 21 This requires that the Supervisory Authority must pre-
pare and submit annual accounts to the Comptroller and Auditor
General for audit within a specified period at the end of each year.
The Minister is required to lay the annual accounts along with the
report by the Comptroller and Auditor General before the
Oireachtas. Under subsection (5), the Minister can appoint an inde-
pendent person to undertake an examination of the Supervisory
Authority’s accounts.

Section 22 This section provides for reporting and accountability
mechanisms. A formal Annual Report will be submitted by the
Supervisory Authority to the Minister in relation to activities during
that year, within four months of the end of each financial year. The
Minister is then required to lay this report before the Oireachtas
within a fixed time period.

Subsections (4) to (6) require that the Chairperson and the Chief
Executive Officer of the Supervisory Authority, if requested, must
account to the Public Accounts Committee or any other Committee
appointed by the Oireachtas for the performance of the functions
and the exercise of the powers of the Supervisory Authority and take
account of any recommendations made by such a Committee in the
discharge of its functions or powers.

Section 23 Under this section the Supervisory Authority is empow-
ered to intervene in relation to the investigation and disciplinary pro-
cess of a prescribed accountancy body to ensure it has complied with
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the investigation and disciplinary procedures approved under section
9(2)(c). If the Supervisory Authority is not satisfied, after such an
enquiry, that the prescribed accountancy body has complied with the
required procedures, the Supervisory Authority may advise, admon-
ish or censure the prescribed accountancy body. Among the
recourses open to the Supervisory Authority are quashing a decision,
or part of a decision in relation to the matter which was the subject
of the inquiry or insisting that the prescribed accountancy body con-
duct an investigation or a new investigation into the matter at issue,
or fining the body.

The prescribed accountancy body or the member of the body in
question may appeal to the High Court against the decision of the
Supervisory Authority. If a prescribed accountancy body undertakes
a fresh investigation but does not, in so doing, satisfy the Supervisory
Authority that it has adhered to the appropriate procedures, the lat-
ter may appeal to the High Court against any decision of the pre-
scribed body in this connection.

Section 24 This section confers powers on the Supervisory Auth-
ority, where it considers it appropriate, or where it is in the public
interest, to investigate a possible breach of a prescribed accountancy
body’s standards by a member.

To facilitate such an investigation, the Supervisory Authority can,
among other things, require the production of relevant
records/documents, attendance before it of relevant persons and give
it all other co-operation that could reasonably be required. It can
also conduct a sworn hearing. If co-operation in key aspects of the
investigation is not forthcoming, the Supervisory Authority can cer-
tify this refusal to the High Court, which can then enquire into the
case and direct that the party comply in the key respects in question.

If the finding of the Supervisory Authority is that a member has
breached a prescribed accountancy body’s standards, it can impose
any sanction applicable to the member under the body’s bye-laws.

Section 25 In order to establish that a recognised accountancy body
is monitoring its members in accordance with section 9(2) the Super-
visory Authority may carry out a review of a member of such a body.
Such a review is required to be facilitated such that the Supervisory
Authority is permitted to inspect all of the relevant documentation in
the possession or control of the prescribed accountancy body whose
monitoring practices are in question and the member being reviewed
is obliged to co-operate fully with the work of the Supervisory Auth-
ority. Failure to co-operate opens the party to sanctions similar to
those which could be imposed by the prescribed body of which it is
a member.

Section 26 This section deals with one of the key activities being
assigned to the Supervisory Authority under the Bill. It relates to
the powers of the Supervisory Authority to examine the annual
accounts of companies and undertakings falling within the criteria
set out in the section to establish whether they are in compliance
with the Companies Acts. If it appears to the Supervisory Authority
that there is a question surrounding the compliance of these annual
accounts with the Companies Acts, the Authority may send a notice
to the directors specifying the respect in which it appears to them
that compliance with the Companies Acts arises or may arise and
stipulating a period within which the directors of the
company/undertaking in question must provide an explanation to
them of the annual accounts or to prepare revised annual accounts
which are in compliance with the Companies Acts. If, by the elapse



of the period in question the directors of the undertaking in question
have neither given an explanation satisfactory to the Supervisory
Authority or revised the accounts in order to comply with the Com-
panies Acts, the Authority is empowered to apply to the High Court
for a declaration of non-compliance and an order under the section.
The Court if it is satisfied that there is an issue of non-compliance
with the Companies Acts, may make such a declaration and order
remedies. When proceedings have concluded the Supervisory Auth-
ority is required to send to the Registrar of Companies either a copy
of the Court Order or a notice that the application has either failed
or been withdrawn.

Section 27 This section enables the Supervisory Authority to del-
egate its functions and powers under sections 23 to 26 to a committee
of its directors. Subsection (4) provides that the Supervisory Auth-
ority can have its other functions and powers performed or exercised
by any of its officers or employees or any other person authorized
to do so.

Section 28 Subsections (1) and (2) deal with situations of appeals
to the High Court under section 23(6) and (7) and section 24(8), and
provides for the Court to make any order or give any direction which
it considers appropriate.

Subsection (3) provides that a decision of the Supervisory Auth-
ority requiring payments of amounts under sections 23(4)(c) or
24(7)(a) or (b) do not take effect until confirmed by the Court. This
also applies to a decision of the Supervisory Authority in relation to
the payment of costs under section 26(5). It is provided at subsection
(6) that where an application under section 10(4) for an order com-
pelling a prescribed accountancy body to comply with rules or guide-
lines issued by the Supervisory Authority is made, the Court can
make any order or give any direction it considers appropriate.

Section 29 This provides for the recognition of the Supervisory
Authority’s seal and instruments.

Section 30 This deals with the issue of confidentiality of infor-
mation obtained by the Supervisory Authority in the course of the
performance of its functions or exercise of its powers. It provides
that a person who contravenes confidentiality provisions in the con-
text set out at subsection (1) is guilty of an offence. However, subsec-
tion (3) removes the prohibition on disclosure of information both
in stipulated circumstances and in respect of persons/entities set out
at (b)(i) to (xv).

Section 31 This section transfers the powers and responsibilities of
the Minister for Enterprise, Trade and Employment under Part X of
the Companies Act 1990 in relation to the recognition and super-
vision of bodies of accountants for the purposes of auditing. The
Companies Act 1990 which transposes the Eighth EU Company Law
Directive essentially provides that a person shall not be qualified to
be an auditor of a company or a public auditor unless the person:

• holds a valid practising certificate from a body of accountants
recognised by the Minister; or

• was individually authorised by the Minister prior to February
1983; or

• has obtained a qualification outside the State which the Minister
is satisfied is of a standard not less than that required for audit
under the Companies Acts.
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Under the Institute of Chartered Accountants in Ireland (Charter
Amendment) Act 1966 the Government is required to authorise
changes to the bye-laws of the ICAI. This section transfers this
power to the Supervisory Authority in order to place all the recog-
nised bodies on the same footing.

Subsections (3) to (5) of this section contain provisions necessary
to give effect to the terms of the Settlement, on 17 December, 2002
of the Judicial Review Proceedings, undertaken by the Consultative
Committee of Accountancy Bodies — Ireland, of the 1996 Minis-
terial decision to recognise the Institute of Incorporated Public
Accountants.

Section 32 Exempts the Supervisory Authority and its members,
directors, officers, employees from liability for damages in respect of
acts, omissions etc. in relation to their functions or powers under the
Act, unless these are shown to be in bad faith.

PART 3

OTHER MEASURES TO STRENGTHEN THE REGULATION
OF AUDITORS

General
This Part relates to the transposition of the Companies Act 1990

(Auditors) Regulations 1992 (S.I. No. 259 of 1992) into primary law
and implements recommendations of the Review Group on Auditing
relating to accounting standards, the disciplinary procedures of the
accountancy bodies, disclosure by companies’ of fees paid to audi-
tors, enhanced corporate governance provisions and directors com-
pliance statements.

The objective of the 1992 Regulations was to provide for a better
and more effective implementation of the Eighth Company Law
Directive and, in particular, to augment and/or clarify sections 187,
198, 199 and 200 of the 1990 Act in order to facilitate supervision
by accountancy bodies of their members and public registration of
particulars of persons entitled to carry out statutory audits.

Section 33 inserts a number of definitions into Part X of the Com-
panies Act 1990 as these references are used in a number of the new
sections being added in this Part of the Bill to Part X of the 1990
Act.

Section 34 Paragraph (a) of this section is designed to implement,
in primary law, changes that were made by the Companies Act 1990
(Auditors) Regulations 1992 (S.I. No. 259 of 1992) to facilitate the
manner in which recognised bodies of accountants supervise their
members who act as auditors. Essentially, it is designed to allow the
recognised body to authorise a firm to provide auditing services.
However, it is still those members of the firm who are entitled to
audit who are deemed to be the auditors.

Paragraph (b) adds two new categories of persons who are not
qualified to act as auditor of a company. The first is a person who is
a member (shareholder) of the company and the second is where the
person is no longer deemed to be an auditor, by virtue of the revised
section 198, being inserted by section 36 of the present Bill.

Paragraph (c) inserts two new subsections into section 187 of the
Companies Act 1990. They are essentially designed as transitional
arrangements and provide that, unless an individually authorised



auditor becomes a member of, or becomes subject to the regulation
of, a recognised body, at the end of the three year transitional period,
he ceases to be qualified to act as an auditor.

Section 35 This section is designed to provide statutory backing for
the disciplinary procedures of accountancy bodies which are pre-
scribed for the purposes of the Bill.

The Review Group on Auditing recommended that the investi-
gation and the disciplinary regime of accountancy bodies should be
supported by statutory powers enabling the bodies to discover docu-
mentation from members or clients, require the taking of evidence
under oath and, if necessary, to apply to the High Court where the
member or client is not co-operating with the investigation.

Subsection (1) provides definitions that are used in the remainder
of the section, while subsection (2) enables the disciplinary commit-
tee of a prescribed accountancy body to look for information that
will assist it in the conduct of its investigations.

Subsection (3) provides for an examination on oath and the
recording of answers given.

Subsection (4) permits the disciplinary body to certify refusal to
the High Court where the party under examination refuses to co-
operate or answer questions.

Subsection (5) gives the Court the power to examine the situation
arising and give its directions.

Subsection (6) gives statutory support to the imposition of the pre-
scribed accountancy body’s own sanctions, including contributions
towards the costs of an investigation.

Subsection (7) provides that any monetary sanction or contribution
towards costs does not take effect until confirmed by the Court,
either on appeal by the member or on application by the accountancy
body concerned.

Subsection (8) provides for the manner in which the accountancy
body concerned must make application.

Subsection (9) provides an appropriate appeal mechanism to the
Court and sets a time limit of 12 weeks.

Subsection (10) provides what the Court may do.

Subsection (11) gives protection to any lien that a party may have
on documentation or books provided to a disciplinary committee.

Subsection (12) provides that answers given in investigation pro-
ceedings may be used in any other proceedings, other than pro-
ceedings for an offence (other than for perjury).

Subsection (13) makes it clear that any finding or decision of a
disciplinary committee under any of the earlier parts of the section
do not debar other actions being taken in the Court.

Subsection (14) is designed to protect members of the accountancy
body or disciplinary committee when conducting their investigations,
unless they act in bad faith.
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Section 36 This section is designed to substitute a new section 198
for the existing section in the Companies Act 1990. It updates and
extends the provision in relation to register of auditors.

Subsection (1) repeats the obligation in the existing section on the
registrar of companies to maintain a register of auditors. This register
contains the names of persons and firms who have been notified to
the Companies Registration Office (CRO) as qualified to audit the
accounts of a company or act as a public auditor.

Subsection (2) is designed to prevent a person acting, describing
himself, or holding himself out as being entitled to act, as an auditor,
unless his name is on the register maintained by the CRO. In
addition, the practitioner has to hold a practising certificate or be a
member of a firm that holds such a certificate.

Subsection (3) is designed to cover situations that can arise in the
period after a person obtains a qualification to be appointed as an
auditor but before the notification is made to the CRO of this attain-
ment, or where a delay occurs in entering a name on the register.

Subsection (4) contains offences for persons who fail to comply
with the provisions of subsection (2).

Subsection (5) is designed to enable the Director of Corporate
Enforcement to apply to the High Court to have a person’s name
removed from the register of auditors for failure to comply with any
of the auditor’s obligations under the Companies Acts, either perma-
nently or for a stated period or that the person is no longer deemed
to be entered on the register. The court may also refuse to make
such an order.

Subsection (6) provides that appropriate notice of any Court action
under the previous subsection must be given to the auditor
concerned.

Subsection (7) requires the Director of Corporate Enforcement to
notify the recognised body concerned of the Court Decision. The
position of other members of the firm to audit is protected.

Subsection (8) requires the recognised body to make appropriate
notifications to ensure the continued ability of the firm to operate as
an auditor.

Subsection (9) provides that an amended order may be made by
the Court in respect of an earlier order.

Subsection (10) defines what is meant by ‘‘address’’ for the pur-
poses of sections 199 and 200 of the Companies Act 1990 — in the
case of a person, it is the person’s usual business address and in the
case of a partner or employee, it is the name of the firm and the
address of its head office. These definitions had been already applied
by virtue of the Companies Act 1990 (Auditors) Regulations 1992
(S.I. No. 259 of 1992).

Section 37 The Companies Act 1990 (Auditors) Regulations 1992
(S.I. No. 259 of 1992), already referred to, made a number of other
amendments to facilitate the proper and effective operation of
sections 199 and 200 of the Companies Act 1990. The purpose of this
section is to make these changes in primary law.

In addition, some consequential amendments arise from the pro-
posed changes to section 191 of the Companies Act 1990 involving



the transfer of functions previously undertaken by the Minister, to
the Irish Auditing and Accounting Supervisory Authority, provided
for elsewhere in the Bill.

Section 38 As with the previous section, the provisions being
inserted into section 200 of the Companies Act 1990 by this section
are effectively provisions that were already included there by virtue
of the Companies Act 1990 (Auditors) Regulations 1992 (S.I. No.
259 of 1992). They are administrative arrangements to ensure that
changes to particulars previously notified are communicated by
recognised accountancy bodies and in the case of individuals, that
these individuals make an annual notification regarding the holding
of the authorisation.

Section 39 This provides for the inclusion of a new section 205A
to the Companies Act 1990. In essence, it provides a definition for
‘‘accounting standards’’ and also requires that companies ensure that
their annual accounts include a statement specifying whether or not
they have been prepared in accordance with applicable accounting
standards and where there is a significant departure from accounting
standards which apply that the reasons for this are noted in the
annual accounts. It also provides that companies who do not comply
with this requirement are guilty of an offence.

Section 40 This inserts into the Companies Act 1990 a new section
205B, which requires the establishment of audit committees of
boards of directors of companies and undertakings falling within the
criteria set out in the section. The section makes stipulations in
respect of the minimum numbers (2), which are to comprise the com-
mittee and other applicable criteria. The audit committee is to have
a set of written terms of reference concerning its operation and role
in the audit and financial management of the company or relevant
undertaking in question, and the section sets out in subsection (2)
minimum responsibilities that will require to be discharged.

Section 41 This section amends the Companies Act 1990 by the
insertion of a definition of ‘‘relevant undertaking’’, the requirement
that such a ‘‘relevant undertaking’’ is required to disclose in its notes
to the annual accounts, its accounting policies in relation to the items
and amounts to be included on its balance sheet and the amounts in
its profit and loss account. It is clarified that the accounting policies
required to be disclosed under this section include those in relation
to depreciation and enumeration in the value of its assets. It also
specifies that these are not the only accounting policies compre-
hended by the section.

Section 42 This is one of the key provisions of the Bill in relation
to auditor independence, because it requires disclosure by undertak-
ings in the notes to their annual accounts of all work carried out in
the financial year by the auditor of the ‘‘relevant undertaking’’
(defined in the section as a company or an undertaking referred to
in Regulation 6 of the 1993 Regulations) or, as a separate require-
ment, by any firm or individual affiliated with the auditor. An ident-
ical requirement is also imposed in respect of the preceding year.
The term ‘‘all work’’ is defined as audit, audit-related or non-audit
work. Where there was remuneration for non-audit work in the case
of either financial year, the nature of the work in question must be
specified. These disclosure requirements apply only if, in the finan-
cial year in question (i.e. present or preceding), the remuneration for
each of the three categories of work (i.e. audit, audit-related and
non-audit) when added together, amounts to more than \1,000. In
cases where the disclosure requirement applies and where remuner-
ation in a financial year for non-audit work is greater than that for
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audit and audit-related work added together, the directors (or the
audit committee, if one is in place) are required to state in their
report that they have satisfied themselves that the carrying out of
this (non-audit) work has not interfered with auditor’s independence
in respect of the relevant undertaking.

Section 43 This section amends the Companies Act of 1990 by the
insertion of new provisions. Under this, directors are required to
prepare a compliance statement, containing the following infor-
mation regarding the company:

• its policies in relation to compliance with its relevant obligations
(which are defined as the Companies Acts, tax law and enact-
ments within a legal framework in which the company operates
and which could materially affect the company’s financial
statements;

• the procedures which it has put in place within the company in
order to ensure compliance with these obligations; and

• the arrangements for implementing and reviewing the effective-
ness of these policies and procedures.

The directors are also required to include in the report required
under section 158 of the Companies Act 1963 a statement acknowl-
edging their responsibility for securing compliance by the company
with its relevant obligations, confirming that the company has in
place internal financial and any other necessary procedures designed
to achieve compliance with its relevant obligations and confirming
that the directors have reviewed the effectiveness of these pro-
cedures during the financial year to which the report relates. If the
company either does not have the financial and other necessary pro-
cedures for compliance with its relevant obligations, or has not con-
ducted the required review of their effectiveness in the financial year
in question, the directors are required to give the reasons for this.
The section is not applicable to certain classes of companies.

There is also a requirement for the company auditor to conduct
an annual review of the directors’ compliance statement and of the
statement required under the section in relation to the report under
section 158 of the Companies Act 1963. This is to establish whether,
in the judgment of the auditor, each of these statements is fair and
reasonable, having regard to the information available to the auditor
from its work for the company.

Section 44 This section amends section 127 of the Companies Act
1963 and has the effect of confirming that, where a company makes
an annual return on a date prior to its existing annual return date,
the anniversary of this new (earlier) date will be the new annual
return date, unless the company opts to retain its previous annual
return date, or establishes a new one under section 127(9) of that
Act.

Section 45 The purpose of this section is to ensure that for private
non-profit making companies that are at present exempt from having
to append a balance sheet or profit and loss account to their annual
return to the Companies Registration Office, the auditor’s report
will now have to be furnished. A similar requirement is applied to
companies which are formed for charitable purposes or which are
exempt by order of the Commissioners of Charitable Donations and
Bequests under section 128(4)(c) or 128(5) of the Companies Act
1963.



Section 46 sets out all of the situations covered by the Bill where
the Minister has the power to make regulations to give effect to its
provisions.

Section 47 stipulates that regulations made under certain specific
subsections of section 46 require the approval of the Oireachtas.

Section 48 provides that all regulations made under the Act, other
than those made under section 47, require to be laid before the
Oireachtas; either House may annul such a regulation within 21 sit-
ting days.

Section 49 Section 12(1) of the Company Law Enforcement Act is
amended by this section, which provides for the Director of Corpor-
ate Enforcement to act in the capacities of member and director of
the Supervisory Authority.

Section 50 inserts a new subsection (7) into the Defamation Act
1961. The purpose of the section is to ensure that when the Supervis-
ory Authority engages in its activities and issues reports and summar-
ies of decisions and directions are given by it, these will have the
protection of qualified privilege, providing they otherwise meet the
needs of the Defamation Act.

Section 51 revokes the Companies Act 1990 (Auditors) Regu-
lations 1992 (S.I. No. 259 of 1992).

An Roinn Fiontar, Trádála agus Fostaı́ochta,
Feabhra, 2003.

Wt. 511. 975. 2/03. Cahill. (X44074). Gr. 30-15.
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