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The Board of Statutory Auditors (1/4)

Duties and powers

Management Control activities

Audit Control activities

Other duties

Within this functions, the Board of Statutory
Auditors acts like a guardian, monitoring the
day-by-day life of the company. It may
implement acts of inspection and control (at
least, every 90 days) and shall attend the
meetings of the board of directors, the
executive committee, if appointed, and the
shareholders.

The Management Control activities
encompass:

» The control over the company’s compliance
with the law and the by-laws;

» The respect of the good management
practices;

» The adequacy of the organizational,
administrative and accounting systems
adopted by the company and their effective
functioning.

When the Board of Statutory Auditors carries
out the Audit Control, the following activities
must be performed:

» Audit of the Financial Statements and the
board of directors’ report;

» Quarterly audit controls of the company’s
accounting procedures;

» Signing of the tax returns and other
statutory filings.

In this case, the auditors, in finalizing the Audit
Control activities, must release an opinion on
the Financial Statements, assessing whether it
complies with the accounting standards and
whether it correctly and truly represents the
financial and accounting position of the
company.

The Board of Statutory Auditors is also
entrusted to call the shareholders’ meeting
when one of the following circumstances occur:

» Omission or unjustified delay by the
directors;

» lllegal acts and significantly serious events
encountered in carrying out its duties and
urgent need to take appropriate measures;

» Vacancy of all directors (or the sole
director);

» Occurrence of an event that causes the
winding - up of the company;

» Measures to be taken as a consequence of
share capital reduction due to accounting
losses or capital reduction below the
minimum set forth by law.
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The Board of Statutory Auditors (2/4)

Duties and powers — the Audit Control activities and Management Control

. As a common practice, in the traditional model of S.p.A. entities the Audit Control is carried out by
an external auditor/audit firm. The Management Control is performed by the Board of Statutory

Joint stock Auditors.

company (S.p.A.) According to Italian Civil Code, for companies that are not obliged to prepare the
consolidated Financial Statements, the by-laws may provide that the Board of Statutory

In S.r.l. entities, the Audit Control and Management Control can be carried out according to 3
alternative models:

» "Traditional approach™: quota-holders appoint both the Board of Statutory Auditor (in charge
of the Management Control) and an external auditor (in charge of the Audit Control);

Limited liability > "Single provider approach: the quota-holders appoint the Board of Statutory Auditor only,
company (S.r.l.) which performs both the Management and the Audit Control. This model is usually adopted
by small companies (as individual professionals appointed as members of the Board of Statutory
Auditor usually have lower expertise than an audit firm on audit control);

> "Limited approach™: the quota-holders appoint an external auditor/audit firm performing the
Audit Control only. In other words, no corporate or external body performs the Management
Control.

In case the Board of Statutory Auditors is encharged of the Audit Control, it must necessarily be composed by
auditors enrolled in the Italian Register of Auditors.
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The Board of Statutory Auditors (3/4)

Joint stock company (S.p.A.) vs. Limited liability company (S.r.l.) — Common
features

The original Board of Statutory Auditors is appointed by the articles of the association, and
subsequently thereafter, the Statutory Auditors are appointed by the shareholders’ meeting.

Appointment and
termination of office

The Statutory Auditors serve a 3 year-term of office.

The Statutory Auditors may be revoked from role for just cause only. The resolution of revocation
must be approved by a court decree after having heard the Statutory Auditors.

The Board of Statutory Auditors must meet at least every 90 days. Auditors who, without justified
Meetings and reason, fail to attend 2 meetings of the Board of Auditors during a company financial year, shall

resolutions of the board RSUEIRUEIgOI[

of statutory auditors The meetings of the Board of Statutory Auditors are duly constituted with the attendance of the
major of the auditors, and the meeting deliberates with the absolute majority of those presents.

The Board of Statutory Auditors must fulfill its duties with the professionalism and diligence
required by the nature of the office.

Liability They Statutory Auditors are jointly ad severally liable with the directors for actions or omissions
of the latter, where damages would not have occurred had the Auditors supervised pursuant to the
duties of their office.
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The Board of Statutory Auditors (4/4)
Joint stock company (S.p.A.) vs. Limited liability company (S.r.l.) — Other

differences

Joint stock company (S.p.A.)

Mandatory of
appointment Appointment is always mandatory.

®elppleleSTiilelaNel@N 3 or 5 standing members + 2 alternate
the Board auditors.

Limited liability company (S.r.l.)

According to new art. 2477 of the Italian Civil Code the appointment
of a supervisory body or auditor is mandatory if the company:

»Prepares consolidated financial statements;
»Controls a company that is required to carry out a statutory audit;

»Has exceeded at least 1 of the following limits for 2 consecutive
years:

v Total balance sheet assets: Euro 4 million;
v' Revenues from sales and services: Euro 4 million;
v Employees on average during the year: 20 units.

This obligation ceases when, for 3 consecutive financial years, none of
the above limits is exceeded.

Unless the company’s by-laws provides otherwise, this corporate body
Is composed by a single individual (i.e. the «Sole Statutory Auditor»).
In medium/large entities, the Board of Statutory Auditors is

composed by 3 members.
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Art. 2399 of Italian Civil Code - Causes of ineligibility and
forfeiture

The above rule set forth by Italian Civil Code has been commented by a guideline issued by the Italian Order of Chartered Accountants,
according to which one of the conditions that mostly affects the independence of the member of the Board Statutory Auditors is the lack of
financial independence, which occurs when the fees earned by the professional(s) or his(their) firm towards a given company or
its group are material in respect of the firm turnover.

According to art. 2399, the following persons cannot be appointed as members of the Board of Statutory Auditors and, if already appointed,
they decay from their role:

a) those who are in the conditions set forth by article 2382 [i.e. persons who are subject to disqualification, disablement, undergo
bankruptcy, or who is sentenced, even if with non-definitive sentence, to a punishment that involves disqualification, even if temporary,
from public offices or the incapacity to exercise directive offices;

b) the spouse and relatives by blood or by marriage within the fourth degree of the directors of the company, the directors themselves, the
spouse and relatives by blood or by marriage within the fourth degree of the directors of any controlled company, controlling company or
companies controlled by the same controlling company;

c) those who are linked to the company or to any controlled company or to the controlling company or to the companies controlled by the
same controlling company by employment or consultancy agreements/relationship or by any other relationship having financial nature
so to compromise their independence.
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This publication-has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act
upon the information contained in this publication without obtaining specific professional advice. No representation or warranty (express or implied) is
given as to the accuracy or completeness of the information contained in this publication, and, to the extent permitted by law, TLS Associazione
Professionale di Avvocati e Commercialisti, its members, employees and agents do not accept or assume any liability, responsibility or duty of care for
any consequences of you or anyone else acting, or refraining to act, in reliance on the information contained in this publication or for any decision based
on it. © 2019 TLS Associazione Professionale di Avvocati e Commercialisti
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