
Latest News

FEE & World Bank Education Project
FEE is actively supporting an advanced edu-
cation programme in accounting and auditing
regulation organised by the World Bank in South
Central Europe and South East Europe. The
programme (called REPARIS) includes 30
modules of three hours delivered mostly through
video conferencing. It will focus on the
regulatory system of accounting and auditing in
the EU and worldwide.

Nine topics will be presented by FEE, with the
majority of speakers being Chairman of FEE
Working Parties. Representatives of FEE mem-
ber bodies in the region will also contribute to
the programme which will take place over the
next 13 months.

Profession meets in Bratislava 
President David Devlin, Deputy President
Jacques Potdevin and Secretary General Henri
Olivier participated in a 3 day conference
organised in Bratislava by FEE’s Slovakian
member body, SKAU from 2-4 June. The
meeting addressed the latest developments in
accounting and auditing in the EU and brought
together the leaders of the accountancy profes-
sion from Bulgaria, Czech Republic, Hungary,
Poland, Romania and the Slovak Republic.

Proposal to Amend the Fourth 
and Seventh Directives     
FEE has published (www.fee.be) a briefing note
which details the profession’s concerns regard-
ing the proposals to amend the Fourth and
Seventh Directives. The location of the corpo-
rate governance statement and related audit
implications may inhibit development of disclo-
sure. There is a need for clarification of the
important term used in the proposals for disclo-
sure “arrangements”. Disclosure requirements
for related party transactions should not go
beyond IAS 24. 

European
Update

Please send your comments and suggestions on European Update to: Derek McGlynn, Head of Communications 
FEE•Av. d’Auderghem 22-28, B-1040 Bruxelles • Belgium • tel: +32 2 285 40 85 • fax: +32 2 231 11 12•email: secretariat@fee.be

Call for Robust Debate on Risk
Management and Internal Control in the EU
Europe’s approach to risk management and internal control 
must build on best practice 

As part of its corporate governance policy the European
Commission has signalled its intention to require
companies to report on risk management and internal
control: measures have been proposed in the revisions of
the 4th and 7th Company Law Directives; and the European
Corporate Governance Forum has announced its intention
to study the issue. 

The European accountancy profession is supportive of the
principles of board accountability for the preparation of
information to shareholders and that companies should
establish and maintain effective systems of risk
management and internal control.

As FEE noted in its recently launched discussion paper
‘Risk Management and Internal Control in the EU’ any
new requirements to implement reporting on risk
management and internal control must be based on
evidence that the benefits to companies, shareholders
and the public interest will exceed the costs involved. 

It would be appropriate to reflect existing member state
requirements by introducing a basic EU requirement for
all companies to maintain accounting records that
support information included in published financial
statements

The European accountancy profession is calling for
increased use of mechanisms to give more transparency
to risk management, including dialogue with
shareholders; and voluntary or required ‘comply or
explain’ reporting against corporate governance
requirements. 

FEE is currently not convinced about the usefulness of
introducing across the EU published effectiveness
conclusions on internal control over financial reporting
as required by Section 404 of the Sarbanes-Oxley Act.
It will be important to take account of the views of
investors, companies and others from a European
perspective and also consider the evidence presented
at the April SEC Round Table and the follow-up actions
taken by the SEC and PCAOB.

In addition, external auditors’ provision of assurance
services in respect of risk management and internal

control cannot exceed the responsibilities of those
charged with governance.  

The FEE discussion paper provides a review of current
best practice amongst companies in risk management
and internal control, a review of recent regulatory
developments in the US and EU; and a survey of
regulatory requirements on risk management and internal
control in EU member states. The paper sets out various
proposals as to how European regulators can build on
what the best companies are already doing. 

There is a need to promote discussion involving investors,
business and regulators to inform the development of
thinking across the EU on risk management and internal
control. Consequently, FEE will organise a high level event
on the issue in October. 

The discussion paper Risk Management and Internal
Control in the EU can be downloaded free-of-charge from
the FEE website (www.fee.be). Copies may be ordered
from Sylvie Romancide (Fax: + 32 2 231 11 12, Email:
Sylvie_Romancide@fee.be). Comments on the paper are
invited by 31 July 2005.

FEE Event:
Risk Management 
and Internal Control
25 October 2005

In the context of pending European corporate
governance reforms, including legislation requiring
companies to report on risk management and
internal control, FEE is seeking to promote
discussion with all stakeholders. 

On 25 October 2005, FEE will organise a high level
event involving investors, business and regulators
that will support the development of thinking across
the EU on risk management and internal control.
The invitation only event will take place in Brussels. 

For more information about the event email:
hilde.blomme@fee.be
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Corporate Governance
New Group 
to Advise 
the Commission
FEE´s Erich Kandler appointed to the European
Commission body on strengthening share-
holders’ rights and modernising company law

The European Commission has set up an expert
advisory group to provide detailed technical advice
on preparing corporate governance and company law
measures. The group comprises twenty non-
governmental experts from various professional
backgrounds (issuers, investors, employees’
representatives, academics, regulated professions,
etc.) with particular experience and knowledge of the
subject. Erich Kandler, the Chairman of FEE’s
Company Law and Corporate Governance Working
Party is the only practising accountant on the
advisory group.

Members of the group have been appointed for
three years. They were selected following a call for
applications launched in January 2005. The group’s
advice will supplement public consultations on
European Commission initiatives. The Commission
will regularly consult the group, chair the group
meetings and establish the calendar for meetings.
The technical work of the group is to be
complementary to the more strategic role in the
convergence of corporate governance in Europe
carried out by the recently created European
Corporate Governance Forum (of which FEE
President David Devlin is a member).

For details of the Commission’s work on company
law and corporate governance: www.europa.eu.int/
comm/internal_market/company/index_en.htm

The European Parliament has approved the
proposed Directive on Recognition of Professional
Qualification in its second reading. This means that
the text is now final, except for translations and
legal formalities, including publication in the
Official Journal.  The Directive, which initially
intended only to coordinate existing provisions, now
includes some substantial innovations.

The member state where a professional wants to
establish has the right to verify the qualification
acquired in the home member state.  If substantial
differences are found the professional will be asked
to satisfy compensation measures in the form of an
aptitude test or an adaptation period (maximum 3
years). The migrant normally makes the choice
between aptitude test or adaptation period.
However the member state can stipulate that the
migrant sits the aptitude test in circumstances
where knowledge of local laws and regulations in
the host country is essential to the proper delivery
of services.

The FEE Study on Admission to the Profession of
Accountants and Auditors (2002) showed that
member states generally applied the system of an
aptitude test for auditors and accountants.  Article
14 of the proposed Directive on Statutory Audit in
the EU provides that the approval of statutory
auditors from another member state shall not go
beyond the requirement to pass an aptitude test
related to adequate knowledge of the law and
regulations of the host member state in so far as
relevant for the statutory audit.

For activities other than statutory audit, the new
Directive suggests developing common platforms
aimed at reducing as much as possible the need for
compensation measures when establishing in
another Member State.

A new system is put in place for temporary and
occasional cross-border provision of services,
where the service provider is not established in the
member state where services are delivered.  

Under the new system, which does not apply to
statutory audit, the service will be provided under
the title of the country of establishment.
Nevertheless, the service provider will have to
follow the rules applicable in the member state
where services are delivered.  When delivering
services in a host member state the service provider
is subject to the disciplinary system of the host
member state.  In other words, the host member
state has the right to supervise the service provider
a posteriori.  Should something go wrong, the
service provider can be prevented from continuing
to serve clients in the host member state.

This system will be applicable in many areas of
activity carried out by accountants, with the
exception of auditing. Many activities of accoun-
tants are not specifically regulated; the new system
is relevant to the accountancy profession in most
EU member states. 

For more information about FEE’s position on the
new Directive contact Henri Olivier, Secretary
General (henri.olivier@fee.be).

Europe
U

Liberalisation / Qualification 

New Regime for Recognition 
of Professional Qualification
An EU-wide system for the mutual recognition of professional qualifications has moved a step
closer as the European Parliament has approved a new Directive whose scope includes the
regulated professions

Reminder: New Address

On 14 February 2005 FEE Secretariat changed 
address. Our office is now located at: 
Avenue d’Auderghem 22-28 
B-1040 Brussels 

FEE’s email, telephone and fax details have not 
changed. Details on how to get to the new 
office are available from: www.fee.be.
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pean
Update

International Financial Reporting Standards

Prospectuses
Potential Pitfalls 
for Auditors
FEE launches discussion paper focusing on 
‘Comfort Letters’ issued in relation to a prospectus

From 1 July 2005 the Prospectus Directive becomes
effective – market participants (underwriters, issuers
and their auditors) need to prepare for the new rules
and understanding of each participants’ role and
responsibility needs to be updated.

Given the change from national rules to European-wide
rules in respect of prospectuses, existing national
variations in current practice should be eliminated
where not linked to national legal issues.

One of the investigation procedures that an
underwriter of a prospectus uses is to request an
auditor to provide them with a “comfort letter” in
relation to unaudited financial information. The letter
supports the underwriter in his due diligence.

FEE’s Discussion Paper on Comfort Letters Issued in
Relation with Financial Information in a Prospectus
aims to provide auditors and auditing standard setters
with a discussion about the procedures to be
performed by an auditor and reporting in comfort
letters. FEE encourages preparers, users and regulators
to comment on this discussion paper. 

Comments on the discussion paper and responses to
the questions raised in this discussion paper are
sought by 31 August 2005 and should be submitted by
e-mail to FEE Technical Director Saskia Slomp:
saskia.slomp@fee.be.

Taxation
Inconsistent Tax
Treatments Harm EU
Competitiveness
New proposals would remove barriers which
currently inhibit the proper functioning of the
European Union’s Internal Market  

The ability to set off losses against profits (‘take-over
of losses’) for assessing the tax liability of a domestic
group of companies is a basic feature of any company
tax system. However, as shown by the latest FEE
analysis, the rules on loss compensation differ
substantially at domestic and at international level. In
many cases while offset of domestic losses is
possible, the offset of foreign losses is restricted or
impossible. As a consequence, foreign investment is
treated less favourably than domestic investment. 

The issue is particularly relevant for European
business: the range of different domestic provisions
on loss compensation for tax purposes imposes a
substantial compliance burden on businesses which
operate internationally. 

“It is a barrier to the principle of free establishment as
it implies a bias in favour of domestic investment
owing to the fact that loss compensation is available

domestically but not always in cross border
situations,” warns FEE Vice-President and Chairman
of the FEE Direct Taxation Working Party, Stefano
Marchese. 

In the FEE Position Paper On Take Over of Losses in
the EU the accountancy profession makes a series of
recommendations aimed at reducing the barriers to
the internal market and which support the Lisbon
objectives of making the EU economy more
competitive. 

The Federation is calling for an increase in the time
period allowed for carry back of losses. FEE is in
favour of carry back of losses as it provides an
incentive to business and it is in accordance with the
principle of tax equity (fairness). FEE recommends that
carry back of losses is allowed for the same time
period as the tax authorities have the right to examine
and re-open tax assessments.

In addition FEE is calling on the European Commission
to issue a Recommendation addressing the tax
treatment of foreign losses. The Recommendation
should provide guidance to member states on how to
dismantle related taxation barriers and how to draft
legislation that is consistent with both the rulings of
the European Court of Justice and the Lisbon
objectives.

The FEE Position Paper On Take Over of Losses in the
EU can be downloaded free-of-charge from the FEE
website (www.fee.be).

On 25 March 2005 representatives of the International Accounting Standards
Committee Foundation (IASCF) Trustees, including the Chairman Mr. Paul Volcker
(pictured  with FEE President David Devlin), visited FEE in order to get feedback from
the European accountancy profession and preparer organisations regarding the
constitution review of the international financial reporting standard setter. 

The IASCF oversees the International Accounting Standards Board (IASB). The IASCF
is finalising an intensive review of the constitutional arrangements regarding the
operating procedures of the IASCF and the International Accounting Standards
Board. The rules of the international standard setter require five-yearly reviews of
the Constitution.  In launching this first such review the Trustees have emphasised
that they are willing to examine any aspect of the constitution and have consulted
widely. 

FEE emphasised outstanding European concerns to the Trustees. Among the issues
raised, were the appropriate degree of political oversight in circumstances where
IFRS are being incorporated into European law, suitable accountability for the overall
performance of the independent Board and a more visible European involvement in
global standard setting.
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Financial Reporting
‘Endorsed’ IFRS -
Implications for Audit 
New discussion paper on endorsed IFRS and
possible implications for the audit report

The IAS Regulation requires European listed
companies to prepare consolidated financial
statements from 2005 on the basis of international
financial reporting standards, defined as those IFRS
that have been endorsed by the European
Commission. 

In both the accounting policies and the audit report,
reference needs to be made to the applicable
financial reporting framework. Selecting appro-
priate text for such a reference is not a
straightforward task, as endorsed IFRS  (i.e. those
standards approved for use in the EU) may not
necessarily be the same as IFRS set by the IASB. 

A number of questions are considered in the FEE
Discussion Paper. For example, how should the
financial reporting framework be referred to in the
accounting policies in the notes to the financial
statements and how should it be described in the
audit report? 

In addressing the various issues at stake and
demonstrating their complexity, FEE seeks primarily
to stimulate debate and questions in relation to
these issues at European and global level. FEE will
analyse the views of respondents seeking to assess
whether a consensus can be achieved. The results
are expected to be published before the end of the
Summer. 

The Discussion Paper on Reporting Issues in
relation to Endorsed IFRS and Possible Implications
for the Audit Report can be downloaded free-of-
charge from www.fee.be. Comments and feedback
should be submitted by e-mail to FEE Technical
Director Saskia Slomp: saskia.slomp@fee.be.

Education

Common 
Content Project
Seven FEE member bodies involved in a
project to bring their professional accoun-
tancy qualifications closer together

In response to the globalisation of business activity,
the single market and regulatory harmonisation, a
number of European accountancy institutes have
started work on bringing their professional
qualifications closer together. 

In January, professional institutes in France,
Germany, Ireland, Italy, the Netherlands and the UK
launched a project that will work towards a
common set of professional qualifications for
membership of their bodies.

The ‘Common Content Project’ aims to create a new
generation of European accountants who will enjoy
improved cross-border career opportunities. The
Project seeks to unify, as far as possible, the
professional entry-level qualifications of the
participating institutes. It will maximise the
common elements of the professional qualifications
and will focus on the following services provided by
professional accountants: assurance and related
services; performance measurement and reporting;
strategic and business management; financial
management; and taxation and legal services. 

The Project’s documents are currently at a
consultation phase. The views of accounting firms,
governments and regulatory authorities, univer-
sities and other educational establishments, users
of accounting services and employers of
accountants, students and other interested parties
are being sought. The closing date for receipt of
comments is 30 June 2005.

For more information on the common content
project: www.commoncontent.com

Money Laundering
Revised 
Directive Approved 
Third Directive on the fight against 
money laundering 

On 26 May 2005 the European Parliament approved
the proposal to amend and consolidate the previous
two Money Laundering Directives, taking account of
new global anti-money laundering standards and the
need to combat the financing of terrorism.

Some technical aspects of the revised Directive are
especially relevant to the accountancy profession and
will need to be considered with national governments
when implementing the Directive. These include the
definition of serious crime, the requirement to
identify the ultimate beneficial owner of a
transaction (which will be a problem in case of a legal
entity) and the proper balance between regimes
applicable to lawyers and accountants in tax matters.

European legislation on the fight against money
laundering started with the Directive of 10 June
1991. The Directive focused solely on the financial
sector. Ten years later, the scope of the Directive was
amended to include accountants, auditors and other
professions. The range of ‘predicate offences’, i.e.
the crimes which generated the money which had
been laundered, was also extended

The Third Money Laundering Directive takes account
of the June 2003 revision to the global standard in
this area, namely the 40 recommendations of the
Financial Action Task Force (FATF) on combating
money laundering.
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Latest News Extra
Annual Report 2004
The FEE Annual Report 2004 is now available
to download. The Report provides a summary
of the key issues being tackled by the
Federation’s working parties, providing valu-
able insight into FEE’s output and priorities.
See: www.fee.be for details

FEE-Newsletter 6-2005  20/06/05  11:50  Page 1



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


