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The list of possible topics that shareholders may raise at an annual meeting compiled by BDO USA includes many that
companies would expect, such as questions about strategic business decisions, global economic concerns, cybersecurity
and executive compensation. Perhaps surprisingly, however, the firm advises companies to also be prepared for
questions about the new COSO framework.

As summarized in this March Deloitte briefing, in May 2013, the Committee of Sponsoring Organizations of the
Treadway Commission’s (COSO) updated the Internal Control-Integrated Framework. The older framework from 1992 is
expected to be transitioned out by the end of 2014, and the SEC staff has publicly stated that they are monitoring the
changes to the new model since SEC rules require the use of a “suitable, recognized control framework” in companies’
internal control over financial reporting.

Several of the 17 principles under the 2013 framework relate to the board’s, or audit committee’s, role in implementing an
effective control environment and overseeing a robust risk assessment process for oversight of internal control, including
a clear commitment to integrity and ethical values and acceptance of oversight responsibilities at the board level, as well
as the establishment of structures and authority, policies regarding a commitment to competence that involves having the
right individuals at the organization and enforcing accountability with evaluating employee performance in managing
controls.

The responsibilities of the audit committee was also the focus of Paul Beswick, the SEC’s Chief Accountant’s, discussion
at a recent conference, where his PowerPoint serves as an excellent primer for many of the SEC’s basic expectations
about the role of the committee. He emphasized the need for the audit committee to critically oversee the selection and
evaluation of the auditor, and not “rubber stamp” management’s recommendations, and regular and direct contact
between the auditor and the audit committee. Ongoing monitoring of auditor independence by the committee is also key,
especially at global companies, in light of the SEC’s recent report, which we discussed here. He also stressed that audit
committees should not use “fee hunting” as the main driver for hiring an auditor and finally, that the required audit
committee report in proxy statements should be viewed as an opportunity to explain the committee’s processes for
overseeing the auditor rather than containing “boilerplate” disclosure.
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https://www.bdo.com:443/news/pr/3100
https://deloitte.wsj.com/riskandcompliance/files/2014/03/ACBrief_March-2014.pdf
https://www.sec.gov/servlet/Satellite/News/Speech/Detail/Speech/1370540846980
https://briefinggovernance.lexblogplatformthree.com/2014/01/auditor-independence-in-the-spotlight/


If you have any questions regarding the matters covered in this publication, please reach
out to any of the lawyers listed below or your usual Davis Polk contact.
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+1 212 450 4908
ning.chiu@davispolk.com

This communication, which we believe may be of interest to our clients and friends of the firm, is for general
information only. It is not a full analysis of the matters presented and should not be relied upon as legal advice.
This may be considered attorney advertising in some jurisdictions. Please refer to the firm’s privacy notice for
further details.
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