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preface
Preface
Members of Board of Auditors are selected from an appro v e d
re g i s t ry maintained by the Ministry of Justice as a guarantee
to both independence and high professional skills.

The separation between management activities and contro l ,
the separate election of executive directors and Board of
Auditors, and the provision of specific rules concern i n g
appointment and suspension are all characteristics that assure
a definite separation of ro l e s .

F re q u e n t l y, Corporate Governance systems of other Countries
a re considered more suitable to warrant efficient control than
the Board of Auditors.

N e v e rtheless, recent international events have proved that is
not possible to assume one system as the best one, but it’s
always necessary to test its effective application in the local
cultural context, analyse and balance all the interests involved
in companies management.

Two alternative institutions (the Board of Supervisor from the
G e rman experience and the Audit Committee from the
Anglo-Saxon experience) have been introduced as models of
Corporate Governance by the Reform of the corporate law.
Only time will tell us if these new models, originating fro m
other Countries will find application in the Italian market or
if they will re p resent only a marginal re a l i t y.

This publication, edited by CNDC, highlights the importance of
the traditional model of Board of Auditors as a model which
assigns a qualified role to the members of the Board, of contro l
and assessment of the adequacy of the company’s systems,
recognising the Board as a core element in building corporate
c re d i b i l i t y. 

Antonio Tamborrino
President of CNDC
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Introduction
In 1882, the Italian legislature created a governance system that
established a dual board system for joint-stock companies. One part
of the system was the traditional board of directors, and the second
p a rt of the system was a control board, normally re f e rred to as the
B o a rd of Auditors. The Italian term for the Board of Auditors is
Collegio Sindacale. In the following pages the two terms, C o l l e g i o
S i n d a c a l e and Board of Auditors will be used indiff e re n t l y. 

The need to create the two-tiered stru c t u re originates from the
separation of ownership and management, under the joint-stock
laws in Italy. In public companies, norm a l l y, shareholders are not
involved directly in managing the company and may not dire c t l y
and daily inspect the corporate acts or interact with the dire c t o r s .
Because of the separation of ownership from management, the
s h a reholders had to be granted certain guarantees so that the
management of the business activities would not clash with the
ownership intere s t s( 1 ). Hence, this created the need to establish an
a p p ropriate control function within the company that was vested
institutionally and on a permanent bases with strong superv i s o ry
powers, appointed by the shareholders and accountable to them.

R e c e n t l y, the development of large enterprises has produced a
need to extend the framework of control to protect the interests
of a growing group of stakeholders. The current scenario, in fact,
sees enterprises acting with increasing public and institutional
g o v e rnance for the attainment of solid economic and financial
safeguards not only for shareholders, but also for the numerous
economic and social interests of other stakeholders, who are also
affected by the activities of the enterprise.

The Board of Auditors, as a compliance and assurance contro l
function, was originally established to safeguard the general
interest of both majority and minority shareholders. There have
been a number of changes to the Board of Auditors since its
establishment in 1882 by art.184 of the Code of Trade. The Civil
Code provisions have been regularly updated to reflect the chan-
ging business conditions and the underlying public interests, with
the latest changes to the Board of Auditors being made in
January 2003. Thus the original function of supervising interests
of the ownership, as an internal balance between majority and
minority shareholders, has been widely expanded to include
assurance to all the stakeholders in the company, including
public authorities and the market in general.

1) Frè, Società 
per azioni, 
in Commentario
al codice civile,
edited by 
A. Scialoja 
and G. Branca,
Volume 1, 
sixth edition,
Bologna





references
The reform of the corporate law introduced in January 17, 2003
(which will be enforced from January 1, 2004) has introduced as
an alternative to Collegio Sindacale other institutions for the
legal control of the companies:
• The Board of Supervisors (Consiglio di sorv e g l i a n z a), derived

from the German model;
• The Audit Committee (Comitato per il controllo sulla gestione),

derived from the Anglo-Saxon model.

Companies are, thus, off e red the possibility to choose between
Collegio Sindacale and the other internationally most wide-
spread models.

The Board of Auditors, however, has remained the basic model
with its particular characteristics, which will be explained in the
following pages. This model that has been tested, modified and
renewed during the years and has always been independent
from management, which explains the reason why it remains the
most reliable body of control. 

The Collegio Sindacale is enforced by law to all share h o l d i n g
companies and limited companies with particular characteristics,
but the rules differ for listed shareholding companies and assimi-
lated ones (some companies of public interest, such as insurances
and banks, although unlisted, must follow the same rules as the
listed ones).

Legal references
The entire discipline of Collegio Sindacale is encompassed in the
following sources:
• Civil Code (art.2397-2409);
• Delegated Decree 27th January 1992 n. 88 introducing VIII

European Directive in Italy;
• Delegated Decree 24th Febru a ry 98 n. 58 concerning the

Auditors’ Registry;
• P residential Decree 6th March 1998 n. 99, defining the main

incompatibilities applicable to auditors and to members of
Collegio Sindacale;

• Delegated Decree 17 January 2003 n. 6, introducing the reform
of corporate law;

• Professional rules established directly by the professional insti-
tutes (Consiglio Nazionale Dottori Commercialisti and Consiglio





the audit
Nazionale Ragionieri e Periti Commerc i a l i) defining the stan-
d a rds for both practice and behaviour of the members of
Collegio Sindacale in the exercise of their activities.
These regulations are similar in concept to audit standards set
worldwide, such as ISA’s, but take into consideration the fact
that Collegio Sindacale’s members have additional tasks and
duties different from external auditors.

The Auditors’ registry
The Ministry of Justice maintains a registry of auditors. This “Roll
of Auditors” provides an approved re g i s t ry from which eligible
auditors can be selected for appointment to a Board of Auditors
or for the establishment of an audit firm, as partners.

In order to be accepted and listed on the Roll of Auditors, a can-
didate needs to have both a re q u i red level of education and
practical experience. At present, listing on the Role of Auditors
re q u i res at least a three years university degree, with specific
course re q u i rements covering economic, corporate and legal
subjects. In addition, the candidate is re q u i red to have thre e
years of practical experience working with a statutory auditor on
matters regarding the annual and consolidated accounts.

In addition to the specific re q u i rements of being listed on the
Roll of Auditors, the Civil Code provides that specific persons are
ineligible to hold the post of auditor, in order to guarantee
objectivity and independence of auditors being selected for a
position on a Board of Auditors.

The Ministry of Justice supervises the activity of persons listed on
the Roll of Auditors, and can cancel auditors from the re g i s t e r
should they commit serious acts of misconduct in the performan-
ce of statutory audits.

Additional information is included in Appendix A on persons
who are not eligible to be listed on the Role of Auditors, and on
persons who can be cancelled from the Roll of Auditors by the
Ministry of Justice.

The Ministry of Justice holds, also, the register of the audit firms
enabled to carry out auditing services for all companies, with the
exception of listed companies and assimilated.





for listed
CONSOB, the regulator of financial markets and the stock
exchange, holds a roll of the statutory audit firms enabled to
audit also listed companies and assimilated.

All audit firm ’s partners and persons allowed to sign audit
re p o rts must be enrolled in the Auditor’s Registry held by the
Minister of Justice.

The Board of Auditors for listed companies
and for assimilated companies

COMPOSITION
The composition of the Board of Auditors can vary according to the
c o m p a n y ’s articles of association. In general, the articles must define:
• The composition of the Board of Auditors, with the number of

s t a t u t o ry members being at least three permanent members,
and two additional (auxiliary) members to be held in reserve in
the event that one of the permanent members cannot fulfil the
duties of a Board member;

• The election of Board of Auditors members by minority sha-
reholders. The articles are to guarantee the election of a per-
manent member to represent the minority interests;

• The criteria and the methods for the appointment of the presi-
dent of the Board of Auditors; and

• The maximum number of similar appointments that a member of
the Board of Auditors can concurrently hold with other companies.

Not withstanding who appointed the individual members of the
B o a rd of Auditors, once elected, the auditors must act as an inde-
pendent board in order to provide oversight over the legal, admini-
strative and operating functions of management. All of the audi-
tors are bound to act in the interest of the company, with no man-
date binding an auditor to the majority or minority share h o l d e r s
appointing them to a position on the Board of Auditors( 2 ). Also, the
appointment does not allow the auditors to interf e re with the
functions of management.

APPOINTMENT TO THE BOARD OF AUDITORS – 
PROFESSIONAL REQUIREMENTS
At least one member of the Board of Auditors, who has conducted
s t a t u t o ry audits of accounts for at least three years, shall be chosen

2) G. Fauceglia,
Società con
azioni quotate
in borsa, 
in Digesto,
Commercial
Section,
upedate.





the board
f rom the Role of Auditors if the Board will have three members. If
the Board will have more than three members, then two of these
qualified members shall be chosen from the Role of Auditors. The
other members of the Board of Auditors can be selected from peo-
ple with adequate professional training and at least three years of
practical experience in economics or law studies.

This selection process allows for the appointment to the Board of
Auditors of experienced people having background in accoun-
ting, auditing, economics and law or in other technical discipli-
nes, related to the company’s business.

Members of the Board are appointed for a three years period and
they are eligible for re-election for an unlimited number of times. 

The president of the Board of Auditors is appointed by the
General Meeting of shareholders, and is responsible for the
supervision and the coordination of the work of the Board.

The Board is structured as a collegial entity and, therefore, the
various functions must be accomplished by the Board as a whole
and not by the single members.

The Board of Auditors has to meet at least once every thre e
months. Resolutions of the Board must be adopted by the majority
of its members and must be re c o rded in the minutes signed by
each of the members of the Board. Members dissenting from the
resolutions taken can express their disagreement in the minutes.

The members can be revoked by the shareholders’ Meeting for
true and just cause (due to irregularities or serious neglect in the
performance of their functions), but the resolution of revocation,
in order to be effective, must be approved by the Court. 

In order to secure the continuity and stability to the work of the
B o a rd of Auditors, an automatic mechanism has been establi-
shed for the replacement of the Board ’s members, before the
expiration of the three-year term of office in case of death, re s i-
gnation or others.

RESPONSIBILITIES OF THE BOARD OF AUDITORS
Significant changes to the Board’s responsibilities in listed firms
w e re introduced in 1998 with the general re f o rm of financial





for listed
markets in Italy. The main innovation concerned the separation
of the key function of audit of the company’s accounts from the
other responsibilities of the Board. The statutory audit of
accounts must be now perf o rmed by an independent extern a l
audit firm registered within the special roll of the Italian regula-
tor CONSOB.

In general terms, the Board of Auditors is required to oversee the
following:
• The company’s compliance with the law and with the articles of

association;
• The company’s compliance with principles of good administra-

tion and management;
• The adequacy of the corporate stru c t u re for matters falling

within its scope of responsibilities, such as the systems of inter-
nal control, the accounting system, and the reliability of these
systems to properly re c o rd and reflect transactions in the
accounting system; and

• The adequacy of management supervision and the flow of
i n f o rmation between the company and companies contro l l e d
by the company.

The separation of the audit of accounts function was accompa-
nied by the attribution to the Board of a more strategic and qua-
lified function – that of assessing the general adequacy of the
i n t e rnal stru c t u re and accounting system to reflect the compa-
nies’ acts, facts and assets.

In performing the tasks assigned to the Board, the auditors can
h i re, at their own expense, employees and other assistants to
help the Board in perf o rming some of its responsibilities and
duties. The members of the Board are responsible for the work
of the employees and other assistants as if they were themselves
liable.

The pivotal role of the Board of Auditors in the corporate control
systems is reflected through the significant stream of inform a-
tion going to the Board in order for the members to perf o rm
their function.

The Board of Auditors is required to participate in:
• Meetings of the board of directors,
• Meetings of the executive committee, and
• The shareholders’ meeting; 





the board
In addition, the Board of Auditors can ask for and receive infor-
mation from directors, from personnel responsible for the com-
p a n y ’s control systems, and from the independent extern a l
auditing firm .

Control over legal matters
With re g a rd to control over legal matters, the Board of
Auditors, in conformity with Article 2403 of the Civil Code, is
re q u i red to assess the entities compliance with laws and with
the statute. In other words, the Board must determine whether
the acts or resolutions of other company bodies, such as mana-
gement, comply or do not comply with the law or with the pro-
visions of the company’s articles of association. If it is pro v e n
that a law or the articles are violated, the Board must challenge,
at the general meeting of shareholders, any resolutions that do
not comply with the law or the articles, and must challenge
resolutions of the board of directors that have been adopted in
situations where there is a conflict of interests between one or
m o re directors and the company.

Control over administration
The Board of Auditors also has the re g u l a t o ry responsibility of
c o n t rolling the administration of companies. This re s p o n s i b i l i t y
involves determining whether the acts of the directors comply
with the general technical rules of proper administration. A vio-
lation of these rules by the directors results in a breach of due
diligence. Auditors are not to interf e re with management and
are not to judge the economic adequacy or structure of manage-
ment operations. However, auditors must express their disagree-
ment on proposals or resolutions adopted by the directors which
they believe clash with the principles of good management of
the social enterprise(3). 

In order to effectively and efficiently exercise statutory and
administrative controls, auditors are re q u i red to attend gene-
ral meetings of shareholders and the meetings of the board of
d i rectors. Through this constant participation, auditors
acquaint themselves with the main events of the company. In
o rder to conduct the audits, the Board of Auditors can ask
d i rectors for news on the state of affairs or on specific mat-
ters, and can conduct, also individually, acts of inspection and
c o n t ro l .

3) Frè, Società 
per azioni, 
in Commertario 
al codice civile,
edited by 
A. Scialoja 
and G. Branca,
Volume 1, 
sixth edition,
Bologna





the board
The Bo a rd may convene the General Assembly and the Board
of dire c t o r s .

As mentioned, administrative control also include the assessment
of non-compliance with the general technical rules or pro p e r
administration committed by the directors. If a director denies a
fact of non-compliance, the Board of Auditors must assess the
facts of the denial, and must take them into account in reporting
to the shareholders at the general meeting.

Opinion on the audit firm
In addition, the Board of Auditors has responsibilities with
respect to the independent auditing firm engaged to perf o rm
the statutiry audit of the financial statements. While the sha-
reholders make the selection of the independent auditing firm
and sets the audit fee at the shareholders’ meeting, the Board of
Auditors must express its opinion on the appointment and on
the audit fee. This opinion by the Board of Auditors must contain
assessments on the independence and technical expertise of the
independent audit firm, with special regard to the adequacy and
soundness of the audit plan in relation to the scope and com-
plexity of the business operations being audited.

Also, the independent auditing firm must re p o rt the results of
the audit to the Board of Auditors and the two bodies must
meet at least quarterly, in order to mutually exchange relevant
data and information in order to perf o rm their re s p e c t i v e
responsibilities and duties.

These functions, were introduced in 1998. The Board will com-
municate any misconduct and irregularities of the assigned audit
firm to the Italian regulator CONSOB. 
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The Board of Auditors for non-listed companies 
As mentioned in the intro d u c t o ry chapter, the January 2003
re f o rm has greatly modified the role of the Collegio Sindcale
in non listed companies, extending the rules, already existing
for listed companies, to non listed ones. The general rule is,
t h e re f o re, a clear separation between the technical contro l
over the company’s accounts and the administrative contro l s .
This provision traces the general trend of recognizing the
B o a rd not only as technical entity but also and mainly as an
i n t e rnal oversight Board .

Rules applied to Collegio Sindacale for listed companies are
the same as the ones applied for non listed companies, with
the exception of the ones mentioned below

Two alternative models are adoptable by the founder mem-
bers, to be defined in the articles of the company:
• a Collegio Sindacale having an oversight role on the admini-

stration and an audit firm or a sole practioner for the audit
on accounts; or

• a Collegio Sindacale having an oversight role on the admini-
stration and also responsible for the audit of accounts

C O M P O S I T I O N
The Board of Auditors is comprised of three or five perm a-
nent members and two auxiliary members, at least one of
whom must be listed on the Roll of Auditors. The number of
members of the Board of Auditors is established in the art i-
cles of association and they are appointed by the share h o l-
ders at the general meeting of shareholders, except for spe-
cial cases in which the State or other public bodies can make
an appointment.

The appointment of the Board of Auditors is made by absolute
majority vote; however, the articles of association may include
special provisions to allow minority shareholders to appoint
member(s) to the Board, while in listed firms this rule is dire c-
tly set by the law.

Members are appointed to the Board of Auditors for a thre e -
year period, and they are eligible for re-election for an unlimi-
ted number of times.
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APPOINTMENT TO THE BOARD OF AUDITORS –
PROFESSIONAL REQUIREMENTS
As specified in Appendix A re q u i rements for appointment as a
B o a rd member consist in educational re q u i rements (university and
p rofessional qualification) and a series of incompatibilities, to assu-
re professional competence and independence of the members.

RESPONSIBILITIES OF THE BOARD OF AUDITORS

Control over legal matters and administration
As provided for listed companies members of the Board are inve-
sted in a general oversight function over the following areas:
• compliance with the law and the articles of the company;
• correct administration and internal controls;
• adequacy and reliability of the organizational and administrati-

ve structure;
• adequacy and reliability of the accounts system.

Control over accounts
In non public companies, where the articles attribute the audit of
the accounts to the Board, only re g i s t e red auditors may be
appointed as members and other professionals will be ineligible.
To this regard the Board of auditors is tasked with:
• Assessing the fair presentation of the accounting information;
• Auditing the consistency of the financial statements with the

accounting records;
• Considering the compliance with the rules in Article 2426 of

the Civil Code for the assessment of accounting principles and
corporate assets;

• Performing a quarterly audit of cash holdings, and the existen-
ce of securities owned by the company or received by the com-
pany as pledges, deposits or for safe custody holdings;

• P reparing a re p o rt on the financial statements, submitted to
the general meeting, containing the opinions and assessments
of the Board of Auditors on accounting, on the reliability of
the financial statements and on the results of the statutory and
administrative audit performed during the fiscal year;

• Assessing, in conjunction with the directors, the fairness of
share allotments in kind, during the incorporation of the com-
pany or during an increase of share capital (Article 2342);

• Assessing the financial position of the company and the direc-
tors report with respect to the distribution of interim dividends
(Article 2433);





Liability of
• Assessing any extraordinary financial condition caused by losses

resulting in a one-third reduction of capital (Article 2446);
• Assessing the mid-year financial position in the event of mer-

gers and dissolutions of the company (Article 2501); and
• Assessing the consolidated financial statements and preparing

the audit report.

The Board of Auditors is also tasked with various functions of
active management, whenever directors fail to carry out their
own responsibilities.

Liability of the board of auditors
The Board of Auditors, as well as the board of directors, is liable
according to the Civil Code laws to the company, its creditors and
individual shareholders.

The law prescribes a direct and exclusive liability for acts directly
attributable to the auditors, and prescribes a concurrent liability
for torts committed by directors. In the latter case, auditors are
“jointly and severally liable with the directors for acts and negli-
gence of directors, in case where damage would have been avoi-
ded if auditors had performed their supervisory tasks in confor-
mity with the obligations of their office.”

The auditors’ liability, though affected by the presence of acts of
mala gestio committed by the directors causing the damage, is
based on the failure of the Board of Auditors to perform specific
tasks relating to their supervisory and control responsibilities.

In Italy during the last years numerous case-law have stressed the
Board’s liability, in line with the general approach of qualifying
the Board as an institution serving public interest as well as com-
panies’ internal needs.
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Appendix A

THE BOARD OF AUDITORS
ILLUSTRATION OF SPECIFIC RULES OF APPOINTMENT AND SUSPENSION

The Civil Code provides that specific people are ineligible to hold
the post of auditor, in order to guarantee objectivity and inde-
pendence of the members of the Board of Auditors.

In particular, the follow persons are barred from appointment to
the post of auditor, and if elected must be removed from office:
• Persons barred from holding public office, bankrupt persons,

and persons who have received sentences temporarily debar-
ring them from holding public office or to hold executive posts;

• The spouse, relatives and in-laws of directors of a company, the
controlling companies or controlled by companies; and

• Persons linked to the company, to controlling companies or
c o n t rolled by companies, through a permanent salaried
employment relationship or by any other consultancy or patri-
monial relationship on a continuous basis, which mines the
member's independence.

Suspension or removal of members of the Board
Members of the Board of Auditors can be suspended or cancelled
f rom the Roll of Auditors if facts are uncovered that seriously
compromise the ability of the person from performing the func-
tions of a Board member. For members re g i s t e red as auditors,
the law provides for the following reasons of suspension or can-
cellation:
• Facts indicating serious technical or organizational deficiency;
• Lack of moral integrity on the part of the auditor or persons

chosen by the auditor to assist in performing the functions of
auditor;

• Facts indicating serious negligence on the part of the auditor;
• Consultancy relationships on a continuous basis with the audi-

ted company, controlling companies or controlled by compa-
nies, up to two years before the appointment;

• Employment or other autonomous working relationships with
the audited company or controlling companies, up to thre e
years before the appointment.

• Having being a Director of the audited company or the control-
led by company in within a three years period before the
appointment.
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Appendix B

(*) When controls over administration are assigned to an Audit committee, rather than
to the Collegio Sindacale, the controls will not comprise the following:
• compliance with law and articles of the companies;
• compliance with correct administration standards.
The committee would there f o re express an opinion on the adequacy of the org a n i s a t i o-
nal stru c t u re, the internal controls system and the reliability of the accounting system.
(**) According to art. 2435 companies may adopt a simplified reporting system, in the
first year or if over two annual periods, if at least two of the following thresholds are
not superseded: 1. total assets 3.125.000 ; 2. total revenues: 6.250.000 ; 3. total n. of
employees during the period: 50.

Type of company

1. Listed share h o l d i n g
companies and assimila-
ted

2. Non listed public sha-
reholding companies 

3. Non listed share h o l-
ding companies

4. Limited liability com-
panies, with stock capital
over 120.000, which
a re not admitted to sim-
plified re p o rting system,
a c c o rding to art.  2435
civil code (**).

5. Limited liability com-
panies, with stock capi-
ta l be low 1 2 0 . 0 0 0
threshold.

C o n t rols over administration

Collegio Sindacale
or Supervisory board
or Audit committee (*)

Collegio Sindacale
or Supervisory board
or Audit committee (*)

Collegio Sindacale
or Supervisory board
or Audit committee (*)

Collegio Sindacale

Controls are optional: 
Collegio Sindacale

Audit of the accounts

Audit committee (*)Audit firm re g i s t e re d
within a special roll held by the Regulator, CON-
SOB Auditor registered within the role held by
the Ministry of Justice
or
Audit firm re g i s t e red within the role held by
the Ministry of Justice

Audit firm registered within the roll held by the
Minister of Justice
With re g a rd to these audit engagements the
firm will be subject to the same regulatory disci-
pline applied to firm registered within the roll
held by CONSOB.

If provided in the articles – audit of the accounts
may be provided by the Collegio Sindacale. In
that case all the member need to be re g i s t e re d
auditors. 
Alternatively accounts are audited by a registe-
red auditor or by a firm re g i s t e red within the
roll of the Minister of Justice.

If provided in the articles – audit of the accounts
may be provided by the Collegio Sindacale. In
that case all the member need to be re g i s t e re d
auditors. 
Alternatively accounts are audited by a registe-
red auditor or by a firm re g i s t e red within the
roll of the Minister of Justice 

Controls are optional: if provided in the articles
audit of the accounts may be conducted by the
Collegio Sindacale. In that case all the members
of the Collegio need to be registered auditors. 
A l t e rnatively accounts may be audited by a
registered auditor
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