FRC Consultation on Effective Company Stewardship

1. Directors should take full responsibilityfor ensuring that an Annual Report,viewed
as a whole, provides a fair andbalanced report on their stewardship of
the business.

2. Directors should describe in more detailthe steps that they take to ensure:

e the reliability of the information onwhich the management of acompany, and
therefore directors’stewardship of the company, isbased; and

e transparency about the activities ofthe business and any associatedrisks.

| agree with both points 1 and 2. It may be worth adding that with more and more
emphasis on the work of the Audit Committee, it is increasingly important that the
Audit Committee reports effectively to the whole board. Directors who serve on the
Audit Committee will have a greater insight into these matters and directors who do
not serve on the Audit Committee may have less comfort in acknowledging these
responsibilities.

3. The growing strength of AuditCommittees in holding management andauditors to
account should be reinforcedby greater transparency through:
e fuller reports by Audit Committeesexplaining, in particular, how theydischarged
their responsibilities forthe integrity of the Annual Reportand other aspects of their
remit(such as their oversight of theexternal audit process andappointment of
external auditors);and
¢ an expanded audit report that:
e includes a separate new sectionon the completeness andreasonableness of
the AuditCommittee report; and
e identifies any matters in the AnnualReport that the auditors believe
areincorrect or inconsistent with theinformation contained in the
financialstatements or obtained in the courseof their audit.

I am supportive of fuller reports by Audit Committees in the way described.

Regarding the audit report | suggest the following:

1) The audit report is usually found immediately before or after the pure financial
statements and focuses on the core audit responsibilities regarding those
statements. References in the audit report to matters elsewhere in the wider
document are then made as required by Companies Act, listing rules etc. |
believe it would be better for the audit report to be at the front or end of the
entire published document and it should explain the auditor’s responsibilities
and opinion on each section. The default for any part where the auditor does not
have responsibilities covered by legislation or regulation should be the second of
your points above: a duty to report matters inconsistent with financial
statements or audit findings.



2) | believe that the general obligation to report matters inconsistent with financial
statements or audit findings should be enough without having to opine on the
completeness and reasonableness of the Audit Committee report specifically.

4. Companies should take advantage oftechnological developments to increasethe
accessibility of the Annual Reportand its components.

Agreed.

5. There should be greater investorinvolvement in the process by whichauditors are
appointed.

| believe that transparency of process and decision-making is key here, followed by
AGM vote. | suspect that investors will not want to get involved in the process.

6. The FRC’s responsibilities should bedeveloped to enable it to support andoversee
the effective implementation ofits proposals.

Agreed.

7. The FRC should establish a marketparticipants group to advise it on
marketdevelopments and internationalinitiatives in the area of corporatereporting
and the role of assurance andon promoting best practice.

Agreed. | believe that the FRC should draw attention to specific reportingthat they
see as being of a high standard, even individual notes, paragraphs or sections of
reports.



