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Dear Ms. Blomme

on aregulated market). Whilst reporting on internal control by directors and/or auditors may be
useful to shareholders, the cost may outweigh the benefits to shareholders of small and medium
sized entities.
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3. Doyou agreewith FEE that the casefor introducing any regulation related to risk

governance needs to be assessed ha
management, rather than avoidance,

Sk management and internal
goncer ns about resour ces and benefitsidentified

dardsin other areas. We acknowledge that a global
ere is not currently any global standard-setter in this area.
any new framework are unlikely to differ significantly from

sistent With the EC’ s current proposals with regard to wider corporate

compliance. Thisisco
et #Ut in the proposed revisions to the 4" and 7" Company Law

governance requirements s
Directives.
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7. Doyou agreewith FEE’sdisclosure principlesfor risk management ang internal control
set out in Section 4.3? If not, why not and are there additional factorsthét should be
considered?

We believe that any disclosure requirements for compani
the company to provide information which meets the

directors responsibility for the financi&
burdens on companies.

We bdieve ths
disclosures.

will not be a significant additional burden on companies as the
majority of them will alreadiyAvish to disclose what they are doing to manage the risks they are
required to describe in the management report. Indeed, companies who do not make such
disclosures are already likely to be questioned by investors as to their effortsin this area.

We support the recommendation not to move early to public disclosures of effectiveness over
control in financial reporting until thereis more evidence as to the costs and benefits of this
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approach in the United States and time for other recent initiatives j# various M2mber States

including France, Sweden and the Netherlands to be evaluated.

dards on Auditing is designed to lead to an opinion on the
on the system of internal financial control.

14. Should new disslosuresrelated to risk management and internal control be subject to
external assurance? 11°so, why/ and should thisbe as part of an integrated financial
statement audit asin the tpited States?

We believe that the devel opment of assurance on disclosures related to risk management and
internal control should mirror the implementation of such disclosures, and that thereis merit in
encouraging companies to voluntarily request limited assurance on entity-wide internal control,
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without mandating assurance or forcing it to be as detailed as that ghvisaged by PCAOB

Auditing Standard 2.

15. What do you see astheprincipal prioritiesin the pgésible development of new forms of

with the International Standards on Auditing
Company Law Directive.



