REPORT ON THE INDEPENDENCE OF THE STATUTORY AUDITOR OF THE EUSKALTEL GROUP
FOR FINANCIAL YEAR 2019

1. Introduction
The Audit and Control Committee of Euskaltel, S.A. is an informational and consultative body
without executive duties, the purview of which includes information, advisory and proposal-making
powers, as follows: (i) internal and external audit, (ii) information technology and risk management
systems, and (iii) compliance and good governance.
This scope of application is exercised with respect to both the parent Company as well as the
subsidiaries making up the Euskaltel Group.
Articles 64.3 of the Bylaws and 5.2 of the Regulations of the Audit and Control Committee of
Euskaltel assign the following duties, among others, regarding the independence of the statutory
auditors of the Euskaltel Group:
•

Preserve the independence of the statutory auditors in the performance of their duties and
ensure that the company and the external auditor adhere to current regulations on the
provision of non-audit services and, in general, the rules established to ensure auditor
independence.

•

Establish appropriate relations with the statutory auditors to receive information on those
issues that might risk the independence thereof.

•

Annually receive from the statutory auditors written confirmation of their independence
from the Company or entities directly or indirectly related thereto, as well as information on
additional services of any kind provided to these entities by the statutory auditors or by persons
or entities related thereto, in accordance with laws on auditing of accounts.

•

On an annual basis, and prior to the audit report, issue a report expressing an opinion as to
whether the independence of the statutory auditors is compromised. This report must in all
cases make a pronouncement regarding the provision of the additional services referred to in
the preceding paragraph, considered individually and as a whole, other than the legal audit,
and in relation to the rules on independence or the legal provisions governing audit activities.

This report is prepared in compliance with the provisions of the aforementioned articles of the
Bylaws and the Regulations of the Audit and Control Committee, as well as the directly applicable
regulatory framework.

2. Regulatory framework
The principal rules making up the regulatory framework directly applicable to the content of this
report are the following:
•

Section 529 quarterdecies of the consolidated text of the Corporate Enterprises Act, approved
by Royal Legislative Decree 1/2010 of 2 July.
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•

Law 22/2015 of 20 July on Auditing of Accounts.

•

Recommendations 6 and 42 of the Good Governance Code of Listed Companies 2015.

•

Article 64 of the Bylaws of Euskaltel, S.A.

•

Article 5.2 of the Regulations of the Audit and Control Committee of Euskaltel, S.A.

•

The Technical Guide on Audit Committees of Public Interest Entities, published by the CNMV on
27 June 2017.

3. Principal actions of the Audit and Control Committee of Euskaltel, S.A. to preserve
the independence of the statutory auditors in the performance of their duties
3.1. The Audit and Control Committee of Euskaltel, S.A. and its Chair have met with the group’s
statutory auditors on various occasions, both in the presence of Company management and in
the absence thereof.
These meetings included follow-up to ensure that, among other issues, there were no issues
jeopardising the independence of the Company’s auditors with respect to the Euskaltel Group.
Apart from working meetings, the following meetings were held by the Audit and Control
Committee with the statutory auditors during the year that dealt with the following principal
issues regarding the function thereof:
Date

Principal issues analysed

•
•
26/02/2019

•
•
•

23/07/2019

•
•

Scope of consolidation of the Group.
Consistent application of accounting principles of the Annual Accounts in
relation to the interim Financial Statements.

•

Aspects relating to the Audit Plan, like audit risks, internal control,
accounting estimates and audit adjustments.
Applicable regulatory changes.

•
•
29/10/2019

Status of Audit Plan, pending procedures as at that date and monitoring of
the special emphasis areas for the entire Group.
Other aspects relating to the Audit Plan, like internal control, accounting
estimates and audit adjustments. Verification of compliance with duties of
communication between the auditor and the Audit Committee.
Preliminary drafts of audit reports.
Monitoring to ensure that there are no issues affecting the independence
of the external auditor.

•
•

Planning of the audit: scope, planned dates and plan for ongoing
communication with the Company.
Materiality and Areas of Special Attention in the audit.
Monitoring to ensure that there are no issues affecting the independence of
the external auditor.
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All of these meetings have been held in accordance with a previously defined agenda and in
the normal course of activities of the Audit and Control Committee.
3.2. The Audit and Control Committee, in the absence of the external auditor, has engaged in
additional follow-up relating to the external auditor and the issues that might affect the
independence thereof at the following meetings:
Date
Principal issues analysed
Analysis
and
preparation
of the report on the independence of the auditors
26/02/2019 •
for financial year 2018.
3.3. The statutory auditors have held at least one meeting with the full Board of Directors, reporting
on aspects such as the work performed, updates to accounting regulations, risks relating to
their work that were taken into account and the maintenance of their independence.
3.4. The services directly provided by the Group’s statutory auditor during financial year 2019 were
analysed, with the following results (thousands of euros):
Group
Amount of audit services:
Amount of other non-audit work:
Total amount billed by the statutory auditors:

249
55
304

Amount of non-audit work / Total amount billed by the audit firm (%):
18.10%

The analysis has shown that, in financial year 2019, the amounts contracted for all items do
not affect the independence of the Company’s statutory auditors.
The amount of the audit services includes the services of auditing the consolidated Annual
Accounts of Euskaltel, S.A. and independent companies, and the services of auditing the
individual Annual Accounts of the Companies making up the Group (Euskaltel, S.A. and R Cable
y Telecable Telecomunicaciones, S.A.U.).
The amounts billed for non-audit work are for:
•

Limited review of the consolidated financial statements for the six-month period ended
30.06.19, in the amount of 45 thousand euros.

•

Approved procedures relating to compliance with certain financial covenants, in the
amount of 4 thousand euros.
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Approved procedures relating to compliance with certain contracts with television
channels, in the amount of 6 thousand euros.
3.5. In addition to the services directly billed by the External Auditor, the services in which KPMG (as
the global firm to which it belongs) is not the primary contractor, but acts as subcontractor,
have been analysed. Specifically, KPMG is working for Bring Consulting, which in turn is
working for the Euskaltel Group on the Corporate Systems integration project.
This analysis takes into account that it is not a service prohibited by law, and that action is
not taken on financial, accounting, procurement or billing processes. Furthermore, it should
be noted that KPMG acts in turn as a contractor for 6 other suppliers (Pega, Saltech
Consulting, Habber Tec, Serem, Indra and GFI).
3.6. The statutory auditors’ fees are approved by the Audit and Control Committee, which, through
the services of the Group’s Internal Audit area, monitors to ensure that they do not impair
either the quality or the independence thereof.
3.7. An External Auditor Contracting and Relations Policy has been defined.
3.8. A procedure has been approved for selecting the statutory auditor and contracting non-audit
services, such that, among other issues, a limit has been established on the services of the
statutory auditors, which limit may only be approved by the Group’s Audit and Control
Committee, by application of article 21 of the Regulations of the Audit and Control Committee
of the Group.
3.9. An analysis was made of the appropriate rotation of the Company’s statutory auditor, financial
year 2019 being the seventh year that it is being audited by the same audit firm for the parent
company, which is the fourth year for the consolidated Group.
3.10. The written confirmation of the statutory auditors’ independence vis-à-vis the Company or
entities directly or indirectly connected thereto referenced in article 64.3 of Euskaltel’s
Bylaws has been received.
3.11. This written confirmation, attached as an Annex hereto, expressly states that:
“The audit team and KPMG Auditores, S.L., and any other persons belonging to the audit firm
and, if applicable, to other firms of the network, with the extensions applicable thereto,
have met the applicable independence requirements in accordance with the provisions of the
Consolidated Text of the Audit Act and Regulation (EU) no 537/2014 of 16 April.
(...)
Our Firm (sic) have implemented internal policies and procedures designed, as described in
section 4 of the Transparency Report for financial year 2018 of KPMG Auditores, S.L.
available at https://home.kpmg.com/es/es/home/servicios/audit.html, to provide you
(sic) reasonable assurance that KPMG Auditores, S.L. and its staff and any other persons
subject to independence requirements (including the staff of network firms) maintain
independence when so required by applicable legal provisions.
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The procedures include those intended to identify and evaluate threats that might arise from
circumstances relating to audited entities, including those that might constitute grounds for
disqualification and/or that might require application of the protective measures necessary to
reduce the threats to an acceptably low level.
In this regard, no circumstances regarding said auditors have been identified, either
individually or as a whole, that in our professional opinion might entail a significant threat to
our independence and thus require the application of protective measures, or that might be
grounds for disqualification.”

4. Opinion of the Audit and Control Committee regarding the independence of the
auditor
Based on the actions taken, the Audit and Control Committee of Euskaltel, S.A. believes that
during financial year 2019 and through the date of formulation of the Annual Accounts of the
Euskaltel Group for financial year 2019, the independence of the statutory auditors of the
Company and the consolidated Group was maintained, in accordance with the provisions of Law
22/2015, of 20 July, on Statutory Auditing, issued by Royal Legislative Decree 1/2011 of 1 July
and the regulations in implementation thereof.

ANNEX I.- EXTERNAL AUDITOR INDEPENDENCE LETTER
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