Auditors

As a continuation of its practice for reviewing regulatory regimes and self-regulation practices with regard to different liberal professions (architects, engineers, notaries) in 2007 the CPC carried out a survey of the regulatory regime and the self-regulation practices in the activities of auditors. The legal proceedings were initiated on the basis of the EC recommendations for liberating the current legislative and regulatory measures and putting them in compliance with the competition policy directed towards reform and modernisation of the specific rules in the field of professional services.

The CPC adopted Decision No. 1123 of 18 December 2007 whereby it recommended the legislation and self-regulatory practices in the field of this liberal profession to be put into compliance with the objectives of the Law on Protection of Competition (LPC). The proposals for amendments are related mainly to: eradicating the possibility for fixing prices in conducting audits; ensuring opportunities for comparative advertising provided that all other legal restrictions have been observed; reviewing the opportunity for charging more than one organisation with the training and granting legal capacity to candidate auditors. 

In its decision the CPC justified the need for eradicating the possibility for fixing prices in conducting an audit. The fixing of minimum prices is among the gravest infringements of competition rules. The setting of recommended or fixed prices allows all participants in the market to envisage with great certainty the price policy of their competitors which reduces the level of competition between them. In addition, there is a risk of misleading customers with regard to the prices while the quality of services is not guaranteed in any way. The CPC has held that the setting of a specific amount of remuneration through free negotiation between the auditor and his/ her client would create conditions for effective competition in this branch. The criteria for setting the specific remuneration amount shall depend on factors that exert direct influence on the price of the service – professional qualification, practical experience, special qualification for auditing certain types of undertakings, time for preparing the audit, accompanying services, costs of the auditor related to the activities implemented by him/ her, reputation of the auditor in the branch, etc. The uniform introduction of price rates by hours, or the introduction of a minimum number of hours for conducting an audit or a financial report do not create stimuli for those exercising a free profession to improve the quality of the service they offer and to optimisation of labour leading to lower prices for customers, and respectively to actual competition. 

The CPC has established that the restrictions with regard to advertising can be regarded as barriers to entry in the market. They are entirely to the interest of the existing market participants and can hinder the efforts of the new undertakings on the market to promote themselves. The eradication of restrictions to advertising would be of significant benefit to the users and their public awareness. The presence of legal restrictions with respect to the comparative, misleading advertising as well as the advertising that damages the good name of competitors in the Consumer Protection Act provide sufficient guarantees both to the benefit of competitors and to the benefit of customers. 

For the purpose of protecting the interests of customers and professionals, as well as for avoiding possible restrictions of competition in the respective branch, the CPC has proposed to review the current legislation which delegates the rights of delivering training, carrying out examinations and issuing diplomas to just one body – the Institute of Certified Expert Accountants in Bulgaria. In its opinion statement, the CPC has presented the advantages of a model which allows the involvement of more than one professional organisation – strengthening the competition in the branch, introducing competition between two (ore more) organisations with respect to preparing candidate auditors and striving to establish, promote and maintain the prestige of the profession. All this would inevitably improve the level of training and will lead to the provision of services of better quality to the customers. The CPC has held that the competition between two or more professional organisations shall be encouraged, but only under the condition that the state takes the role of a guarantee for the lawfulness of the examination and qualification procedures through setting uniform standards. 

The CPC also proposed the opportunity for conducting oral exams to be dropped. That would increase the transparency of the procedure, would eliminate the doubts for a possible subjective approach to assessing candidate auditors and will create conditions for an actual follow-up control in case of a possible dispute over exam results. 

