23 March 2007

[name withheld]

52 Newlands Road

Newlands

WELLINGTON

Dear [name withheld]

                                                                                                                                               Our ref: 07/52

Complaint – [name withheld] ("the Member")

The Professional Conduct Committee considered the complaint at its meeting on 21 March 2007.

You should be aware that the Committee receives complaints, all the attached documentation, the member's reply and the comments of the complainant on that response. The Committee members have the material in advance of the meeting enabling them to come to the meeting and offer their views. The Committee comprises up to twelve senior practitioners from all parts of the country assisted by a legal adviser and senior technical staff.

As the meeting is not a court process, for practical purposes and in the interests of timeliness, a verbatim transcript of the proceedings is not taken. The minute that is attached reflects some but not all of the discussion at the meeting but highlights the unanimous decision of the Committee.

Please find enclosed a copy of the minute which is a summary of the Committee's consideration of the matter and its decision. The Committee has now closed its file on this complaint.

Yours sincerely

[name withheld]

for

Prolessional Conduct Committee

DDL (04) 9175632

Email:
[name withheld]@ nzica.com

End.

PCC.087  [name withheld], CHARTERED ACCOUNTANT, AUCKLAND

The Committee had before it a complaint from [name withheld] "the complainant". In summary, the complainant alleged that the member:

Has breached the Code of Ethics in that he has provided an inaccurate explanation of the reason for a disclaimer contained in the Audit Report attached to the 2004 prospectus of Feltex Carpets Ltd;

Has used wording that was likely to mislead readers when making their decision whether to invest because it suggested that such an opinion was easy for the auditors to form, and thus was a deliberate and most careless action;

Has shown a serious lack on independence which reflects on the competence and quality of work done if the statement is simply a blind copy of similar reports.

The member's response to the complaint included that:

There is no obligation for the auditor in either the Securities Regulations or elsewhere to form an opinion on whether the projections and forecasts contained within the prospective financial information will be achieved;

It is misleading to read the two sentences referred to in isolation and out of context. The audit report reads to form a limited opinion on the prospective financial information but highlights the scope and limitation of the audit work;

Setting aside the legislative requirements, the combined effect of the two sentences makes it absolutely clear that they do not express an opinion on the likelihood of the projections and forecasts being achieved.

All the correspondence received from both parties was put before the Committee.

The Committee were of the opinion that no evidence had been provided to establish that a breach of the Code of Ethics had occurred.

It was resolved in accordance with Rule 21.3(a) that no further action be taken on this complaint as no breach of the Code of Ethics could be identified.
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