
, '

CARL OLSON
P.O. Box 6102

Woodland Hills, California 91365
818-223-8080

June 9, 2008

Advisory Committee on the Auditing Profession
Office of Financial Institutions Policy
Department of the Treasury
1500 Pennsylvania Avenue NW Rm. 1418
Washington, D. C. 20220

Dear Committee Chair and Members:

The following are public comments for the Draft Report and Draft
Report Addendum.

Auditors have crucial relationships with stockowners of
corporations and owners of other types of entities. The opinions of
auditors for corporations are directed to the stockowners as well as
to the board of directors. Duties exist between the auditors and the
stockowners.

However, because of Securities and Exchange Commission policy,
(1) the stockowners and investing community do not know the

financial wherewithal of auditors to back up their opinions, and
(2) the so-called "ratification" votes by stockowners are

effectively meaningless.

Financial Wherewithal

The financial wherewithal behind an auditor opinion for a limited
liability partnership consists of (A) the insurance coverage for
malpractice, negligence, and fraud, (B) the net assets of the audit
firm, (C) the net personal assets of the audit firm partners who
worked on the audit.

The S.E.C. does not yet require disclosure on these data to give
investors a way to gauge any potential recoveries from audited false
and misleading financial statements.

In 1998 I proposed a stockowner resolution for LTV Corporation
(attached) to publish in its annual proxy statement the above three
amounts, plus the net assets of all the other partners and a
comparison with the market value of the stock of the company. The
S.E.C. denied the stockowners the ability to vote for their own
corporation to have such disclosure. The S.E.C. turned down the
proposal, declaring that the financial wherewithal of the auditors
relates to "the Company's ordinary business operations", and thus the
stockowners could not vote to be informed about it. One should note
that relationships with the auditors are not part of the ordinary
business operations of producing and selling the products of the
business. Corporate governance, which includes auditor reports, is
separate from "ordinary business operations". I understand that the
S.E.C. has uniformly denied stockowner resolutions on relations with
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the auditors (including the qualifications of auditors), even in an
advisory capacity.

The S.E.C. is unduly insulating auditors from public scrutiny of
their ability to back up their opinions. From available public data,
the financial wherewithal of auditors appears to be only a small
fraction of the market value of the companies, perhaps only 5% or
less. The S.E.C. should (1) allow stockowner resolutions on relations
with the auditors, and (2) require regular annual disclosure in proxy
statements on the financial wherewithal of the auditors, on whether
the retention agreement requires arbitration, and so on.

Ratification of Auditors

Many corporations conduct a vote at the annual meeting to
"ratify" the selection of the auditors. In comparison with other
items being voted on, there is virtually no information given about
the auditors and their qualifications (including their financial
wherewithal), and no arguments are allowed against them. These votes
not only appear to be perfunctory at best, they also appear to have
absolutely no legal effect on the selection of the auditors.

The proxy statement for Occidental Petroleum Corporation for 2008
(enclosed) explains on p. 39, "A majority of the shares of common
stock represented at the meeting and entitled to vote must vote FOR
this proposal to ratify the selection of auditors. If the
stockholders do not ratify the selection of KPMG LLP, the Audit
Committee will appoint the independent auditors for 2008, which may be
KPMG LLP." In other words, KPMG LLP can be the auditors regardless of
which way the stockowners vote.

The S.E.C. should require that in any vote on "ratification" or
"approval" of auditors (A) there shall be disclosure of relevant
information about the proposed auditors (such as financial
wherewithal, re-statement history, etc.) and (B) there shall be
disclosure as to whether the vote actually decides whether the
proposed auditors are retained.

Your careful consideration of these improvements would be much
appreciated.

Sincerely,

Carl Olson
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~ttaGh~PistheNotice .of .:Meeting and .the .. prqxYState~ent'VVI.liCh· ...
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discusses. ·highlights.• of. the.·.yeqf,·.·.and ••OCcidentajisAnnual ••RepqrLon.Rorm···
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attl1emeeting.

Marc:h18, 2008

Dear Stockholders:

On .behalf of .the Board ofDirectors, it is my pleasure to •invite you 10
OCGidental's2OQ8A~puaIMerting ••.of•••StA9kh?[ders, ••WpiCh •.Will .•be.11ylp.qn.••.•....
Friday,May2,200$rattheStarllghtBallroom, The Fairmont .MlramarHottll,i·
Santa Monica,Qalifornia.




