
 
 
January 8, 2015 
 
OECD Corporate Governance Committee 
2, rue André Pascal 
75775 Paris Cedex 16 
FRANCE 
 
Submitted via dafca.contact@oecd.org  
 

Dear Chairman Bianchi and Members of the OECD Corporate Governance Committee: 

Deloitte Touche Tohmatsu Limited and its member firms (Deloitte) is pleased to take this opportunity to 
comment on the OECD Principles of Corporate Governance Draft for Public Comment—November 2014 
(the Principles) as prepared by the Secretariat of the OECD Corporate Governance Committee. 

We believe that Deloitte, through its nearly 250,000 professionals across the globe, providing audit, 
assurance, advisory and consulting services to clients around the world, is in a good position to comment 
on the evolving state of corporate governance and in particular on the proposed revision of the OECD’s 
Principles of Corporate Governance. Moreover, the Deloitte Global Center for Corporate Governance, led 
by and composed of Deloitte member firm governance professionals in 39 countries, has provided input 
into this comment letter, and reflecting knowledge of governance practices in a variety of economies 
around the world, across the OECD economic area and beyond. Finally, Deloitte believes that good 
corporate governance is foundational to audit quality and, as such, this demands our active involvement 
in the debate over the future and development of corporate governance in the markets in which we 
operate. 
 

General Comments 

Deloitte believes that the purpose of good corporate governance is to allow businesses to pursue 
sustainable growth in a way that balances the needs of their stakeholders, including financial 
stakeholders such as shareholders and creditors, and a company’s broader set of stakeholders, including 
employees, customers, suppliers, the environment, and the communities in which businesses operate. 
Corporate governance should not be an end in itself, but should be pursued in a way that supports 
sustainable growth and success.  

In general, Deloitte welcomes the revisions to the Principles. Today, as governance codes have 
proliferated around the world, there is more need than ever to have a single point-of-reference and 
fundamental set of core principles to which governments, regulators and standard-setters can refer. That 
the Financial Stability Board (FSB) has included the Principles among its twelve key indicators for global 
financial stability is evidence of this need. Indeed, we believe one of the first ways the Principles may be 
improved would be to make it clear that they represent guidance to governments and regulators as they 
seek to introduce or implement their own governance codes, and that they do not necessarily represent 
guidance to individual companies. This has been a point of confusion over the years, as market 
participants look to the OECD Principles for guidance at multiple levels. The Principles cannot be all 
things to all people, and it should be clear whom they address. 
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The revisions introduce a number of changes meant for larger companies. These include the suggestion 
that audit committees are most useful for larger companies, as well as similar size-based distinctions for 
internal audit departments, board assessments or evaluations, and some non-financial reporting (e.g., 
ethical policies, sustainability). Deloitte believes that, in general, companies of all sizes can benefit from 
such best practices. As discussed in more detail below, we believe audit committees are useful for all 
listed companies – regardless of size. Elsewhere in the proposed revisions, industry, complexity of the 
business or a history of particular problems can all be better rationales than size for introducing 
governance practices. It is unclear why the principle of ‘comply-or-explain’ cannot apply in these areas 
where the OECD has introduced distinctions based on company size. Under such a scenario, smaller 
companies would remain free not to comply with these provisions, along with a disclosure about why they 
don’t comply which could include a concern that the company is too small. Finally, the Principles do not 
define ‘larger’ in these contexts in any meaningful way, which could result in different companies and 
regulators applying the size guidance in varying ways. 

Deloitte welcomes many of the specific proposed revisions in the Principles. Changes that place the 
Principles in a broader context, including a discussion about the role and responsibilities of shareholders, 
are useful and timely. Heightened levels of engagement between companies and their investors have 
been a fact of life for some time in many countries; this should be both recognized and encouraged. 
Enhancements to non-financial reporting are another example where the revised Principles will have 
caught up with existing practice in many markets, as many companies have adopted integrated reporting, 
or have taken steps to comply with the requirements of the Global Reporting Initiative (GRI). With greater 
internationalization of markets, adopting the OECD Principles could facilitate consistency across markets. 

Risk 

Deloitte welcomes new language in the Principles about board involvement in risk oversight. However, we 
believe more guidance would be useful about how the board can be involved in risk oversight. Given that, 
among the OECD’s stated goals for the revision of the Principles is to address governance failures 
revealed by the recent financial crisis, it is noteworthy that so little has been added about risk and risk-
taking. There is nothing in the Principles, for example, about the balance between oversight and 
management in this area, and about the blurring of lines that can often occur when boards of directors get 
this wrong. Missing, too, from the Principles is a discussion about where responsibility for risk oversight 
should lie: while there is likely no one-size-fits all formula, the Principles could address the advantages 
and disadvantages of whether there should be a separate risk committee, or whether responsibility for 
risk should reside in the audit committee or with the board as a whole.  The Principles could encourage 
boards to report on an annual review of risk management and material controls to shareholders. Similarly, 
the Principles, as currently drafted, do not address how boards should be responsible for setting the 
enterprise’s risk appetite, nor whether the board should seek out directors with specialized skills or 
backgrounds in risk management. Finally, the Principles do not specifically mention board oversight of 
risks we know to be of growing importance to companies such as, cyber and technology risks, operational 
risks, and supply chain and sourcing risks.  

Audit Committees 

Deloitte believes there is great value in having audit committees at all listed companies. The last decade 
is replete with evidence that independent and watchful audit committees can play an important role in 
oversight of the financial reporting process, including oversight of management’s judgment and 
application of accounting standards, systems of internal control, and oversight of the outside auditor and 
its independence, as well as about risk taking. Indeed, on a practical level, we see evidence every day 
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that committed and independent audit committees provide strong support for audit quality. We believe this 
engagement by boards of directors should be encouraged and, in this sense, we believe the OECD is 
missing an opportunity in its decision to recommend audit committees only for larger companies.  

Auditor Independence 

We do not believe that, as discussed in the Principles, audit firm rotation is an example of a measure that 
necessarily underpins auditor independence (Paragraph 95) although we do understand the issue of 
perception of insufficient independence around very long audit tenure periods. In most jurisdictions 
(although the US is an exception), auditors are appointed by the general meeting of shareholders for set 
periods of time, and are accountable to shareholders as a body – not to individual groups. We believe 
that shareholders should maintain the right to appoint the auditor of its choice, including the possibility of 
re-appointing the same auditor. Independent audit committees are important here, as are existing 
requirements in many jurisdictions that are designed to address the risk of familiarity, including the 
requirement to rotate audit partners every 5-7 years; or for a second partner engagement quality review.  

At the same time, Deloitte believes the Principles could more strongly support the concept of auditor 
independence in other ways. Given the critical importance of auditor independence to both audit quality 
and investor confidence, we believe the Principles would benefit from a greater emphasis on why auditor 
independence matters to shareholders as well as the importance and role that the board and an 
independent audit committee plays in overseeing auditor independence (by following local independence 
laws, supporting wide adoption of international standards of independence, etc.). 

Non-Audit Services 

We believe that audit committee approval of non-audit services (per categories of services and amounts 
of fees) from a company’s outside auditor could be another appropriate method of dealing with the 
perception of insufficient independence around the provision of non-audit services.  

Auditor Duty of Care  

The revisions indicate that the OECD believes an outside auditor owes a duty of care to a company’s 
shareholders in all jurisdictions (Paragraph 97). We note that whether an auditor owes a duty of due care 
to shareholders is a legal question determined by local laws within each jurisdiction. Deloitte recommends 
reverting to the language of the 2004 version of the Principles on this point.  

Additional Comments 

Deloitte Touche Tohmatsu Limited has been an active participant in the revision of these Principles 
through its membership in the Business and Industry Advisory Committee to the OECD (BIAC). Through 
that channel Deloitte has already submitted a larger number of more detailed suggestions throughout the 
revision process, and will continue to contribute via BIAC as the revision to the Principles continues. 

Having said this, there are several practices we believe the principles could helpfully encourage to 
promote better corporate governance:  

• More disclosure and greater clarity from companies about the separation of the roles of chairman 
and CEO, with the chairman responsible for overall governance and the board and the CEO for 
day to day operations. Where these roles are combined in a single person, additional disclosure 
about how governance functions are separated from operational functions in this person would be 
helpful. 

© 2015. For information, contact Deloitte Touche Tohmatsu Limited  3 

http://biac.org/


• Embracing board evaluations, whether self-evaluations or facilitated by a third-party, as a 
principle of good corporate governance. 

• Consideration of when shareholder approval is required of transactions beyond a certain size; 
• Consideration of enhanced disclosure of criteria around compensation. This might include 

disclosure about the vesting of performance related pay, for example. 
• Consideration of disclosure of a company’s business model, including reporting of key 

performance indicators. 
• Consideration of reporting on future investments, including how companies operate in order to 

sustain and grow shareholder value over a longer period. 

Please do not hesitate to contact us should you wish to discuss any of the matters raised in this letter.  

Yours sincerely, 

 
Deloitte Touche Tohmatsu Limited 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee (“DTTL”), its 

network of member firms, and their related entities.  DTTL and each of its member firms are legally separate and independent 

entities.  DTTL (also referred to as “Deloitte Global”) does not provide services to clients.  Please see www.deloitte.com/about for a 

more detailed description of DTTL and its member firms. 
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