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Directive 2006/43/EC of the European Parliament and of the Council of
17 May 2006 on statutory audits of annual accounts and consolidated
accounts, amending Council Directives 78/660/EEC and 83/349/EEC

and repealing Council Directive 84/253/EEC (Text with EEA relevance)

[F"CHAPTER X

AUDIT COMMITTEE

Article 39

Audit committee

1 Member States shall ensure that each public-interest entity has an audit committee.
The audit committee shall be either a stand-alone committee or a committee of the administrative
body or supervisory body of the audited entity. It shall be composed of non-executive members
of the administrative body and/or members of the supervisory body of the audited entity and/or
members appointed by the general meeting of shareholders of the audited entity or, for entities
without shareholders, by an equivalent body.

At least one member of the audit committee shall have competence in accounting and/
or auditing.

The committee members as a whole shall have competence relevant to the sector in
which the audited entity is operating.

A majority of the members of the audit committee shall be independent of the audited
entity. The chairman of the audit committee shall be appointed by its members or by the
supervisory body of the audited entity, and shall be independent of the audited entity.
Member States may require the chairman of the audit committee to be elected annually
by the general meeting of shareholders of the audited entity.

2 By way of derogation from paragraph 1, Member States may decide that in the case
of public-interest entities which meet the criteria set out in points (f) and (t) of Article 2(1) of
Directive 2003/71/EC of the European Parliament and of the Council”, the functions assigned
to the audit committee may be performed by the administrative or supervisory body as a whole,
provided that where the chairman of such a body is an executive member, he or she shall not
act as chairman whilst such body is performing the functions of the audit committee.

Where an audit committee forms part of the administrative body or of the supervisory
body of the audited entity in accordance with paragraph 1, Member States may permit
or require the administrative body or the supervisory body, as appropriate, to perform
the functions of the audit committee for the purpose of the obligations set out in this
Directive and in Regulation (EU) No 537/2014.

3 By way of derogation from paragraph 1, Member States may decide that the following
public-interest entities are not required to have an audit committee:
a any public-interest entity which is a subsidiary undertaking within the meaning of point
10 of Article 2 of Directive 2013/34/EU if that entity fulfils the requirements set out in
paragraphs 1, 2 and 5 of this Article, Article 11(1), Article 11(2) and Article 16(5) of
Regulation (EU) No 537/2014 at group level;
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b any public-interest entity which is an UCITS as defined in Article 1(2) of Directive
2009/65/EC of the European Parliament and of the Council® or an alternative
investment fund (AIF) as defined in Article 4(1)(a) of Directive 2011/61/EU of the
European Parliament and of the Council®;

¢ any public-interest entity the sole business of which is to act as an issuer of asset
backed securities as defined in point 5 of Article 2 of Commission Regulation (EC) No
809/2004¢;

d any credit institution within the meaning of point 1 of Article 3(1) of Directive 2013/36/
EU whose shares are not admitted to trading on a regulated market of any Member State
within the meaning of point 14 of Article 4(1) of Directive 2004/39/EC and which has,
in a continuous or repeated manner, issued only debt securities admitted to trading in
a regulated market, provided that the total nominal amount of all such debt securities
remains below EUR 100 000 000 and that it has not published a prospectus under
Directive 2003/71/EC.

The public-interest entities referred to in point (c) shall explain to the public the reasons
why they consider that it is not appropriate for them to have either an audit committee
or an administrative or supervisory body entrusted to carry out the functions of an audit
committee.

4 By way of derogation from paragraph 1, Member States may require or allow a public-
interest entity not to have an audit committee provided that it has a body or bodies performing
equivalent functions to an audit committee, established and functioning in accordance with
provisions in place in the Member State in which the entity to be audited is registered. In such
a case the entity shall disclose which body carries out those functions and how that body is
composed.

5 Where all members of the audit committee are members of the administrative or
supervisory body of the audited entity, the Member State may provide that the audit committee
is to be exempt from the independence requirements laid down in the fourth subparagraph of
paragraph 1.

6 Without prejudice to the responsibility of the members of the administrative,
management or supervisory bodies, or of other members who are appointed by the general
meeting of shareholders of the audited entity, the audit committee shall, inter alia:

a inform the administrative or supervisory body of the audited entity of the outcome of
the statutory audit and explain how the statutory audit contributed to the integrity of
financial reporting and what the role of the audit committee was in that process;

b monitor the financial reporting process and submit recommendations or proposals to
ensure its integrity;

¢ monitor the effectiveness of the undertaking's internal quality control and risk
management systems and, where applicable, its internal audit, regarding the financial
reporting of the audited entity, without breaching its independence;

d monitor the statutory audit of the annual and consolidated financial statements, in
particular, its performance, taking into account any findings and conclusions by the
competent authority pursuant to Article 26(6) of Regulation (EU) No 537/2014;

e review and monitor the independence of the statutory auditors or the audit firms in
accordance with Articles 22, 22a, 22b, 24a and 24b of this Directive and Article 6 of
Regulation (EU) No 537/2014, and in particular the appropriateness of the provision of
non-audit services to the audited entity in accordance with Article 5 of that Regulation;

f be responsible for the procedure for the selection of statutory auditor(s) or audit
firm(s) and recommend the statutory auditor(s) or the audit firm(s) to be appointed in
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accordance with Article 16 of Regulation (EU) No 537/2014 except when Article 16(8)
of Regulation (EU) No 537/2014 is applied.]

Textual Amendments
F1  Substituted by Directive 2014/56/EU of the European Parliament and of the Council of 16 April 2014
amending Directive 2006/43/EC on statutory audits of annual accounts and consolidated accounts
(Text with EEA relevance).
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["'Directive 2003/71/EC of the European Parliament and of the Council of 4 November 2003 on
the prospectus to be published when securities are offered to the public or admitted to trading and
amending Directive 2001/34/EC (OJ L 345, 31.12.2003, p. 64).]

[F'Directive 2009/65/EC of the European Parliament and of the Council of 13 July 2009 on
the coordination of laws, regulations and administrative provisions relating to undertakings for
collective investment in transferable securities (UCITS) (OJ L 302, 17.11.2009, p. 32).]

[F'Directive 2011/61/EU of the European Parliament and of the Council of 8 June 2011 on
Alternative Investment Fund Managers and amending Directives 2003/41/EC and 2009/65/EC and
Regulations (EC) No 1060/2009 and (EU) No 1095/2010 (OJ L 174, 1.7.2011, p. 1).]

[F'Commission Regulation (EC) No 809/2004 of 29 April 2004 implementing Directive 2003/71/
EC of the European Parliament and of the Council as regards information contained in prospectuses
as well as the format, incorporation by reference and publication of such prospectuses and
dissemination of advertisements (OJ L 149, 30.4.2004, p. 1).]
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