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Dear Karel,

Re: Principles to be included in the Eighth Directive

FEE (Fédération des Experts Comptables Européens — European Federation of Accountants) is
pleased, as representative organisation of the accountancy profession, to respond to your request in
the Committee on Auditing meeting in Athens to provide input to the modernisation of the Eighth
Directive and notably on the principles to be included by the end of this month. Below we are setting out
thoughts on the main issues, which we intend to detail further in a submission to the Commission in the
middle of October.

We realise that as a result of the US-EC regulatory discussions further requirements may need to be
included in the Directive. These considerations are not included in this letter.

In the Communication on Statutory Audit also a number of mid-term priorities are indicated such as the
transparency of firms and their networks. We welcome that the Commission will exempt the provision of
audit services from its proposal on the recognition of professional qualifications by amending the Eighth
Directive to include a principle for mutual recognition. These mid-term priorities are not addressed in
this letter. FEE will give further consideration to these issues and will develop its position for discussion
with the Commission at a later stage.

There are corporate governance matters which will probably not be dealt with in the Eighth Directive but
will presumably be dealt with in other Company Law or Capital Market Directives, notably in relation to
responsibilities and tasks of non-executive directors and in particular of audit committees. Nevertheless
we believe that a certain minimum needs to be urgently addressed, such as arrangements for the
appointment of the auditors, and we suggest incorporation in the Eighth Directive although we realise
this may not be the best place.

In addition we include below some ideas that could be addressed in dealing with those corporate
governance issues announced as a mid-term priority in the Communication on Statutory Audit. These
thoughts are mainly extracted from the FEE Discussion Paper on Financial Reporting and Auditing
Aspects of Corporate Governance (advance copy enclosed). FEE would be glad to participate in the
further European debate and would be prepared to assist the Commission in their future work regarding
these matters which should be taken up with high priority.
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|. PROPOSALS FOR THE REVISED STRUCTURE OF THE EIGHTH DIRECTIVE

The revised Eighth Directive could be structured as follows:

Sect. I: Scope [current Art. 1]

Sect. Il Rules on approval [current Art. 2-22 with removal of superseded articles]
Sect. llI; Publicity (Registration of the approved persons) [current Art. 28]

Sect. IV: Election [new article]

Sect. V: Ethics and Independence

[new articles including current Art. 22-25 and 27]
Sect. VI: Auditing Standards [new article]

Sect. VII: Quality assurance [new articles]

Sect. VIII:  Investigation and Disciplinary actions [amended Art. 26 and new article)
Sect. IX: Public Oversight [new articles]

Sect. X: Final provisions [current Art. 29-31]

A separate section may need to be included on the Audit Regulatory Committee depending on its role
and responsibility (see also discussion of section VI “Auditing Standards” below).

In the appendix to this letter, we have made a comparison between the existing text of the Eighth
Directive and our proposals for the principles to be included in the Eighth Directive.

Il. PROPOSAL FOR PRINCIPLES TO BE INCLUDED IN THE EIGHTH DIRECTIVE

Section I: Scope

Current Art. 1 to be maintained.

Section II: Rules on approval

This section would contain the current Articles 2-22, but the superseded articles need to be removed.
Many of these articles were transitional provisions to accommodate national situations at the time.

Article 6 lists the subjects which must be covered in an auditor's curriculum. FEE through its
Liberalisation/Qualification Working Party and its Education Subgroup is currently considering the need
for an update of the current text in light of the examination announced in the Communication of the
relevance of the current EU curriculum requirements in the context of new developments. Any update
of the curriculum should preferably be based on the IFAC standards given the global nature of these
standards.

In this section we believe that also continuing education needs to be addressed. We suggest a
separate article to be included after Article 6 along the following lines:

“Member States shall ensure that persons approved for the statutory auditing of documents referred
to in Article 1 (1) are subject to continuing education requirements in order to maintain professional
knowledge and skill at the level required to carry out statutory audits.”

Section llI: Publicity (Registration of the approved persons)

Current Art. 28 to be maintained.



Section IV: Election

As indicated above the Eighth Directive may not be the ideal place to address the appointment of the
statutory auditor, but it seems important that the appointment of the statutory auditor is addressed in
EU legislation (the draft Fifth Directive never saw daylight). Moreover, all Member States have
legislation on the appointment of the statutory auditor. National legislation requires that the statutory
auditor is elected by a general meeting of shareholders and, for certain companies in many Member
States, subsequent to the election, is engaged by the (supervisory) board or the audit committee to
perform the audit. Only in some cases are there exceptions or further requirements for specialised
industries.

The procedure and responsibility for electing and appointing the statutory auditor should contribute to
the overall aim of strengthening and ensuring auditors’ independence. Therefore, FEE supports the
general principle that neither the election itself nor the proposal for election should be within the
responsibility of the management of the audited company.

Following this principle, for listed companies FEE proposes in its Discussion Paper on Financial
Reporting and Auditing Aspects of Corporate Governance that all listed companies should have an
audit committee function and that the audit committee would play a key role in the proposed selection
of external auditors, agreeing and approving the terms and conditions of the audit. The audit committee
should recommend the selected auditor to the (supervisory) board which, in its turn, proposes the
auditor to the annual shareholders meeting which takes the final decisions. FEE strongly agrees with
the Commission that the role of the audit committee and the communication between the statutory
auditor and the audit committee is crucial, as a fully functioning audit committee helps to improve the
quality of financial reporting. However, since it is at this stage unsure whether the audit committee will
be dealt with in the Eighth Directive, we have decided not to make proposals on the principles for
recommendation for the appointment of the auditor at this stage but only for the election by a general
meeting of shareholders itself. More detailed European election legislation would also require a detailed
analysis of the corporate governance structures established in the Member States in order to ensure
that the European solution results in appropriate solutions in the different governance systems in
existence around Europe.

We believe, therefore, that the Eighth Directive at this time should only contain a high level article on
the election of the statutory auditor.

Possible wording of the Eighth Directive with regard to the election of the auditor:

“Member States shall prescribe that in case of statutory audits of companies referred to in Article (1)
of Directive 78/660/EEC a general meeting of shareholders as a whole is responsible for the
election of the statutory auditor.”

In the further work on European legislation on the election and dismissal of the statutory auditor, a
distinction may need to be made between the dismissal of the statutory auditor and the voluntary
resignation of a statutory auditor:

e For the dismissal of a statutory auditor, the same principle would apply that those responsible for
the preparation of financial information should not take the final decision on dismissal. Dismissal
should at least require agreement of the shareholders meeting. Special protection should be
afforded to the statutory auditor to protect his independence.

e The voluntary resignation of a statutory auditor is under national company law and contractual law
and is accordingly particularly complex to regulate in a Directive. There may be issues of concern,
which the resigning auditor may wish to place on record with the audit committee, the (supervisory)
board or even the shareholders meeting. Public reporting of such issues is required in some
countries but is often confidential in others.



Details and further requirements on dismissal (and resignation) and remuneration could only be added

once the governance issues are further addressed, notably on non-executive directors and audit
committees.

Section V: Ethics and Independence

Replacing the current articles 23-27 section IV should deal with the professional requirements including
requirements on auditors’ independence.

The requirements of the Eighth Directive should follow the principles-based ‘threats and safeguards
approach’ as already applied in the EU Recommendation on auditors’ independence. Therefore, the
requirements of the Eighth Directive should be restricted to broad principles which should be drawn
from the “IFAC Code of Ethics for Professional Accountants” (approved as exposure draft by the IFAC
Board in Quebec 9-11 July) and from the EU Recommendation on auditors’ independence.

Detailed guidance should be set out by reference to global standards: the IFAC Code of Ethics. We
acknowledge that the Recommendation on auditor’s independence provides such guidance in respect
of independence.

Possible wording of the Eighth Directive with regard to professional requirements:

“Member States shall prescribe that persons approved for the statutory auditing of documents
referred to in Article 1 (1) shall carry out such audits with professional integrity, objectivity,
professional competence and due care, respecting the confidentiality of information acquired as a
result of professional and business relationships.

Member States shall ensure that such persons when carrying out statutory audits shall be required
to be independent from their audit client both in mind and in appearance and that such persons shall
be required to identify, evaluate and respond to threats to objectivity including self-interest, self-
review, advocacy, familiarity or trust and intimidation, and that they shall only carry out the audit if
safeguards are in place to eliminate or reduce the threats to an acceptable level, such that
objectivity is not compromised.”

The IFAC Code of Ethics refers also to the principle of “professional behaviour”. We have not included
this principle in the proposed article since it requires discretion and judgement being affected by
evolving social norms and professional behaviour and may therefore not be suitable to be included in
legislation. However FEE strongly supports the principle of professional behaviour.

Section VI: Auditing Standards

FEE supports the mandatory application of International Standards on Auditing (ISAs) to all statutory
audits in Europe. In November 2001, FEE proposed that by 2005 EU national auditing standard setters
should require statutory auditors to perform audit procedures that comply with ISAs and to report on
financial statements in accordance with the same international standards.

FEE supports direct application of ISAs without any endorsement mechanism in order to ensure a
uniform and complete application of the global auditing standards in the EU. However, we can
understand that some form of legal recognition would be needed to give comfort to those that argue
that standards established by an international private body cannot be enforceable without any legal
action taken in the EU. Therefore, ISAs should be required in the EU, provided that IFAC and IAASB
provide for a proper due process, oversight and transparency of the standard setting process in the
public interest. The current developments in IAASB and IFAC and the encouraging progress on proper
public oversight of the IAASB standard setting process give comfort that this is the case. Under the
condition that these issues are sufficiently dealt with, the Commission in applying the comitology



procedures should be entitled to recognise in secondary legislation ISAs for direct application in
Europe.

Proposal for a new article to be included in the Eighth Directive:

The Commission shall require (in secondary legislation under comitology procedures) that
auditors perform statutory audits at least in accordance with a defined set of auditing standards
that is generally accepted internationally and developed in accordance with requirements for
proper due process, public oversight and transparency.

In light of a single European market, FEE supports having as few deviations as possible of ISAs in form
of the so-called pluses. We hope over time that the need for pluses will diminish. We recognise,
however, the right of national standard setters and governments to add pluses, especially in areas of
innovation and in order to address specific national features of company law.

With regard to the “pluses”, FEE has also recommended a new format of the audit report which would
allow European auditors to demonstrate clear compliance with ISAs whilst providing additional
information (“pluses”) as required by national laws and standards. However, as the form and content of
the audit report is currently addressed in the Fourth and the Seventh Directives, such a new format
would be subject to requirements of those directives rather than of the Eighth Directive.

Irrespective of whether the audit report issue will be dealt with in the Accounting Directives or in the
Eighth Directive, it needs to be avoided that the division of the audit report into two parts leads to the
wrong impression that the additional audit requirements (“pluses”) could be dealt with in a separate
phase of the audit process. Rather, due to the interdependencies between the ISA-requirements and
the “pluses” the additional audit procedures necessary to fulfil the “plus“-requirements have to be
integrated in the whole audit approach and process as required by the ISAs.

Section VII: Quality Assurance

FEE supports the European Commission’s proposal to incorporate some key elements of the EU
Recommendation on “Quality Assurance for the Statutory Auditor in the EU” into the Eighth Directive.
This will help to guarantee that oversight of the auditing profession and the quality assurance systems
are seen to be carried out in accordance with common European benchmarks, thus supporting the
single market and also the dialogue with regulators in other jurisdictions, notably the US.

The Quality Assurance Recommendation identifies the following principal issues which should be
included in the Eighth Directive:

- appropriate review methodology

- review coverage (adequate selection and adequate cycles)

- public oversight (addressed in section 1X)

- independence and objectivity of the reviewer

- quality of the reviewer

- transparency (public quality review report)

- assessment internal quality control systems

- scope and extent of testing

- link between significant outcomes from the quality review and initiating investigations and
disciplinary proceedings (addressed in section VIII).

When finalising discussions within the EU Committee on Auditing on the Recommendation on Quality
Assurance, it was accepted that Member States should be able to choose between either a “peer
review” or an “external monitoring” review methodology. Whilst both methodologies have their



advantages and disadvantages, there is general recognition at an EU level that both methodologies will
meet the public interest objectives associated with the quality assurance process.

Moreover, monitoring should not be a wholly mechanical process but should, within the context of a six
year cycle, be based on appropriate risk-profiling. Some firms might be visited with shorter cycles such
as listed and public interest companies.

Proposal for a new article to be included in the Eighth Directive:

Member States shall ensure that all persons approved for the statutory auditing of documents
referred to in Article 1 (1) which perform such audits are subject to an appropriate and effective
quality assurance system.

Member States shall ensure that the selection of the statutory auditors for a quality review is made
on a consistent basis so as to ensure coverage of all statutory auditors over a predetermined period
and that the cycle to achieve full coverage of all statutory auditors is a maximum of six years.

Member States shall ensure that the quality assurance relates to statutory audits of documents
referred to in Article 1 (1) and that the scope of the quality review includes an assessment of the
internal quality control system of an audit firm with sufficient compliance testing of procedures and
audit files to verify its adequate functioning.

Member States shall ensure that the persons, either peers or employees of a monitoring
organisation, who carry out quality reviews should have appropriate professional education and
relevant experience combined with specific training on quality assurance reviews.

Member States shall ensure that for the selection of reviewers for individual review assignments
possible conflicts of interest are adequately taken info account and that the reviewers are subject to
the requirements of Section IV of this Directive.

Member States shall ensure that the aggregated results of quality assurance are adequately
published and that reporting includes recommendations for professional and/or regulatory actions.

Section VIII: Investigation and Disciplinary Actions

FEE supports the intention of the European Commission to reinforce the existing requirement for
appropriate disciplinary actions in the Eighth Directive by requiring all Member States to have an
appropriate and effective system of investigation and disciplinary actions. Investigation should be
separate from the disciplinary systems. Investigation should take place where there is cause for
complaint or concern before any disciplinary action takes place.

Proposal for new articles to be included in the Eighth Directive:

Member States shall ensure that persons approved for the statutory auditing of documents referred
to in Article 1 (1) are liable to appropriate and effective investigation and disciplinary systems when
they do not carry out audits in accordance with Articles ...[number of articles on ethics,
independence and applicable auditing standards to be added]. The disciplinary system shall include
the possibility of removal of the approved person from the audit register. The system should uphold
principles of fairness and due process and should include a possibility for appeals.

Member States shall ensure that there is a systematic link between significant findings from the
quality review and initiating investigations and disciplinary proceedings.



Section IX: Public Oversight

FEE recognises the need to work continuously to maintain the trust in the audit profession and to
demonstrate to the public that the audit profession is committed to working in the public interest at the
required highest level of quality and, therefore, supports the proposed organisation of a robust
oversight of the audit profession in the public interest.

FEE agrees with the European Commission that due to differences in legislation in the EU Member
States the regulation of the profession and public oversight structures are better organised at national
rather than at European level and that instead of building up a separate European public oversight
structure a robust European coordination of national oversight systems is needed in order to ensure a
harmonized level of audit quality and to encourage convergence of the national systems.

Therefore, FEE strongly supports the development of common EU principles (and essential features)
for the organisation of robust national public oversight arrangements in Europe and the development of
an EU coordination of public oversight mechanisms. In order to demonstrate its intention to contribute
to the current debate FEE is about to issue a Discussion Paper on “European Coordination of Public
Oversight” considering how public oversight arrangements and a EU coordination mechanism could
best be organised (advance copy will follow).

We have used the principles for national public oversight as presented in the Committee on Auditing
meeting in Athens and our Discussion Paper as basis for first proposals on principles to be included in
the Eighth Directive, including how to establish a European coordination mechanism.

a) Common principles for national public oversight:

We suggest that the principles as proposed by the Commission to the Committee on Auditing could be
elaborated as followed. For more details behind our thoughts we refer to our Discussion Paper
European Coordination of Public Oversight.

1. Al statutory auditors must be subject to adequate public oversight to ensure that they
consistently achieve the goal of maintaining standards at the level the public has a right to
expect. Public oversight should be fair, balanced and conducted in the public interest.

FEE supports the principle of public oversight over the profession. The role of statutory audit in listed
companies and other entities which are of significant public interest because of their business, their
size, their number of employees or their corporate status may be specific but the fundamental
justification for a statutory requirement is not different. FEE has always considered that all statutory
audits should be conducted to the same standard — “an audit is an audit”. Therefore, all measures
aiming at improving the quality of the services provided should apply to all kinds of audit engagements.
This approach allows for greater emphasis, for the purposes of confidence, in quality assurance and
oversight activities related to the audit of listed companies and other public interest entities.

The principles need to include a proper description of “public oversight”. The objective of “public
oversight” is to ensure that the profession is consistently achieving the goal of maintaining technical,
educational and ethics standards at the level the public has a right to expect. Public oversight
arrangements can then involve third parties which are especially interested in some activities of the
professional organisation. Their role can be twofold. Either they can contribute directly to the
development of standards or to the enforcement process, or they can supervise the process and give
assurance of the public that the professional authorities are acting in the public interest. Both
possibilities are referred to as “public oversight”.

Diversity of oversight mechanisms needs to be recognised and accepted on the basis of the
subsidiarity principle. However, it is crucial that arrangements in the Member States have common



features. FEE has a preference for a mechanism which combines the benefits of significant auditing
expertise with the benefits in terms of public confidence of independent non-practitioners.

Monitored self-regulations is a preferable system because it provides technical expertise and
professional knowledge. Other systems could also achieve the same results but they will often face the
risk of developing an expensive bureaucracy.

2. Public oversight requires a majority of non-practitioners. Persons involved in public oversight
should be selected under an independent and transparent nomination procedure.

FEE supports this principle. This approach should enable oversight mechanisms to adopt a wide view
of their responsibilities in order to balance the stakeholders’ interests that comprise public interest. The
representation of stakeholder interests could be through the involvement of public authority. The public
oversight should not be dominated by one single group of stakeholders. FEE believes that oversight
bodies, to be effective, also need significant auditing expertise. This provides the oversight mechanism
with a better insight into the working of the environment of the auditing profession. It is important that
oversight mechanisms can be confident that proposals they make or decisions they implement will
represent practical solutions to improve audit quality.

3. Public oversight comprises the responsibility for supervision of the organisation of licensing and
registration of statutory auditors as well as for standard setting on ethics and auditing, continuous
education, quality assurance, investigation and disciplinary systems.

FEE believes that oversight arrangements should cover standards on education, auditing and ethics.
The framework for setting auditing and related standards should be distinguished from the mechanisms
to ensure that these rules and standards are properly applied and enforced. In relation to application
and enforcement, registration of statutory auditors, quality control systems and disciplinary schemes
and sanctions can be identified as the main aspects.

As already discussed in the meeting of the Committee on Auditing in Athens the term “ultimate
responsibility for” should be changed into “responsibility for supervision of”.

4. Public oversight must include the exercise of investigative and disciplinary powers over statutory
auditors.

FEE supports this principle. In addition to other safeguards built into the system of investigation and
discipline, such as the involvement of judges or independent persons and appropriate transparency of
the process, adequate public oversight arrangements are useful to demonstrate to the public that the
profession take seriously the respect of rules and standards by all its members.

5.  Public oversight mechanisms must be transparent. This should include the publication of annual
work programmes and activity reports.

FEE supports this principle.

6. Public oversight must be adequately funded. It should not be primarily funded by the audit
profession. There must be an adequate level of funding by other sources.

FEE agrees with the idea behind this principle that the audit profession may not influence the scope
and intensity of public oversight by deciding on the level of funding. Funding should not only be from
the profession since this would undermine the credibility of the oversight of the audit profession. The
reality of public relations and public perceptions should not be underestimated. The perception will be
in whatever system that is in majority funded by the profession that the profession funds its own
oversight.



b) Establishment of a European coordination mechanism

FEE agrees with the Commission that there is a need for a EU-coordination mechanism to bring
together national systems into a cohesive, efficient pan-European network. “The Commission sees its
role as encouraging convergence of principles and practice in the committee which it will chair.” Such a
coordination mechanism should presumably already be referred to in the modernisation of the Eighth
Directive. FEE would advocate a more robust coordination mechanism as suggested in our discussion
paper on European Coordination of Public Oversight.

Provided it is not just a further layer of oversight at EU level, FEE supports co-ordination of national
public oversight mechanisms because it is in the interest of the Member States and also because it
could help to:

Build trust in the effectiveness of audit;

Explain how EU principles of oversight are implemented by member states and the profession;
Support quality assurance at equivalent level for the single market;

Co-ordinate Member States and Commission response to topical issues;

Assist in review of cross-border audits requiring investigation;

Explain EU arrangements in global regulatory dialogue.

FEE considers that in the medium term, such co-ordination of national public oversight mechanisms
can only be fully effective if legally established. The co-ordination should be credible to other oversight
bodies in the world and be able to explain the quality of oversight arrangements in Europe. The
coordination would include the quality control of national oversight systems.

National oversight systems need to have the legal power to participate in coordination of activities at
European level and with similar bodies elsewhere which have reached cooperation agreements with
the Commission. This would include the participation in the discussion of specific cross-border issues
and individual cases without inappropriate legal impediments.

FEE recommends the establishment of a privately organised body with delegated powers to perform
well-defined co-ordination functions on oversight activities. The European Coordination would have the
following tasks:

e On the basis of self assessment initially, establish and report on how EU principles of oversight
have been implemented by Member States and the profession

e If necessary, develop recommendations to the Commission on interpretation of oversight principles

e At regular intervals, review the effectiveness of quality assurance and oversight systems and
recommend any necessary improvements

¢ Encourage convergence of best practice

e Provide a forum where Member State oversight mechanisms, the Commission, the profession (and
other stakeholders) can co-ordinate and develop their activities

e Provide a formal mechanism for exchange of information and co-ordination of oversight in cross
border cases.

Possible wording of the Eighth Directive on coordination of oversight:
Member States shall ensure that national oversight systems are empowered to participate in
European coordination.

Section IX: Final provisions

Current Articles 29-31 with amendments with regard to the transitional provisions and the date by which
the directive needs to be transformed into national law by the Member States.
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Ill. PROPOSAL FOR POTENTIAL REQUIREMENTS REGARDING AUDITING ASPECTS OF CORPORATE
GOVERNANCE

Based on our Discussion Paper on Financial Reporting and Auditing Aspects of Corporate Governance,
we would like to suggest some proposals for potential requirements regarding the auditing aspects of
corporate governance. Although the Eighth Directive is not the appropriate place, it may be important
to address in the preambles some governance matters related to the audit. Actually, addressing these
governance aspects is announced by the Commission in the Committee on Auditing as a mid-term
priority.

Furthermore, some of governance principles set out below will not be relevant for SMEs, especially
since they usually cannot have separate audit committees given their size. The ideas below mainly
apply to listed companies since our discussion paper focuses on listed companies. Some of them can
be made more generally applicable by referring to non-executive directors or supervisory boards
instead of audit committees.

In the interest of audit quality, we also wish to raise the point that directors and management should be
under some form of legal obligation to disclose to auditors any information which may be specifically
relevant to the audit, such as perhaps instances of fraud and earnings management issues, without the
auditors specifically enquiring (since they may be unaware of such issues arising).

a) Communication with governance body:

e  Statutory auditors should be entitled to meet at least one time a year with the audit committee
without presence of other directors

e  Statutory auditors should report in writing on the audit at least once a year to the audit committee

e Statutory auditors should communicate with the audit committee regarding the company’s
significant accounting policies and practices including alternatives

b) Right to attend meetings:

e  Statutory auditors should have the right to attend (supervisory) board meetings in which financial
statements and related audit issues are discussed in order to convey their views in person to the
full board

e Statutory auditors should have the right to ask for full (supervisory) board consideration of audit
issues, after discussion in the audit committee

c) Audit committee:

FEE recommends that all listed companies should have an audit committee function. Such a

requirement should ideally not be introduced in the Eighth Directive, but in another Company Law or

even Capital Market Directive.

e Audit committee should monitor relationship of the statutory auditors with the company and its
management to confirm that the auditors’ independence satisfies the requirements of this Directive

and the Recommendation on Statutory Auditor’'s Independence

e Audit committee prepares a recommendation for the proposed selection and appointment of
statutory auditors and agrees and approves the terms of engagement of the statutory auditors

10
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¢ Audit committee should review the financial reporting arrangements, including the review of the
interim and annual financial statements, the other financial information published by the company,
including related party disclosures, and internal control related to financial reporting to ensure
overall balance and transparency. The audit committee should consider the auditors’ report and
communicate with the statutory auditor

d) Characteristics of audit committee members and disclosure:

e At minimum the majority of the audit committee members must be independent. An audit
committee member is not independent if there are any financial, business or other relationships
between him and the company, that a reasonable and informed third party would conclude
compromise his independence. Independence can be affected by different types of threats.
Different types of safeguards — including prohibitions, restrictions, other policies and procedures
and disclosures — have to be established in order to mitigate or eliminate threats to the audit
committee member’s independence

e The reasons for considering an audit committee member to be independent should be disclosed in
the corporate governance statement

We would be please to discuss any aspects of this letter you may wish to raise with us.

Yours sincerely,

David Devlin
President
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