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August 25, 2009

Ms. Sherry Hazel

AICPA

1211 Avenue of the Americas
New York, N.Y. 10036-8775

By e-mail: shazel@aicpa.org

Re: Proposed Statement on Auditing Standards, External Confirmations
Dear Ms. Hazel:

The New York State Society of Certified Public Accountants, representing 30,000
CPAs in public practice, industry, government and education, welcomes the opportunity
to comment on the above captioned exposure draft.

The NYSSCPA’s Auditing Standards Committee deliberated the exposure draft
and prepared the attached comments. If you would like additional discussion with us,
please contact Robert N. Waxman, Chair of the Auditing Standards Committee at (212)
755-3400, or Ernest J. Markezin, NYSSCPA staff, at (212) 719-8303.

Sincerely,
k‘g“’//é“gw

David J. Moynihan
President
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New York State Society of Certified Public Accountants
Auditing Standards Committee

Comments on
Proposed Statement on Auditing Standards, External Confirmations

The New York State Society of Certified Public Accountants welcomes the
opportunity to comment on the AICPA Auditing Standards Board’s (ASB) Proposed
Statement on Auditing Standards (SAS), External Confirmations.

We support the ASB’s efforts to improve the clarity of the standard on the
confirmation process and to converge the proposed standard with International Standards
on Auditing (ISAs). We agree with the provisions of the proposed standard. Answers to
questions specifically posed by the ASB are presented below.

1. Are the objectives of the auditor appropriate?
Yes, the auditor’s objective, as specified by the proposed SAS, is appropriate.

2. Are revisions made to converge the existing standard with ISA No. 505
appropriate?

The revisions made for convergence of the proposed SAS with ISA No. 505
(External Communications) of the standards are appropriate.

We agree with the task force decision not to include certain guidance from the
existing standard where it has been addressed in other proposed standards or
deemed not necessary to include.

We also support retaining from the existing standard, AU 330, The Confirmation
Process, Para .23, section on prior experience, which states, “In determining the
effectiveness and efficiency of employing confirmation procedures, the auditor
may consider information from prior years' audits or audits of similar entities.”

3. Are the differences between the proposed SAS and ISA No. 505 identified in the
exhibit, and other language changes, appropriate?

The differences between the proposed SAS and ISA No. 505 are appropriate.

We support retaining the presumptive requirement to use external confirmation
procedures for accounts receivable even though this requirement is not contained
in ISA No. 505. We agree with the ASB’s observation that “[a]udit evidence in
the form of external confirmations received directly by the auditor from
appropriate confirming parties may assist the auditor in obtaining audit evidence
with the high level of reliability that the auditor requires to respond to significant
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risks of material misstatement, whether due to fraud or error” (see Appendix of
the proposed standard, emphasis added). Furthermore, as noted in paragraph A19
of the proposed SAS, “a nonresponse to a confirmation request may indicate a
previously unidentified risk of material misstatement™ (a risk that may not come
to the auditor’s attention if confirmation procedures are not performed). With
revenue being the most common area of restatement and an account inherently
susceptible to fraud risk, external confirmations of accounts receivable should
continue to be a presumptive requirement. We believe that abolishing this
requirement could lead auditors to default to using alternative procedures in
testing accounts receivable for the sake of efficiency, and, as a result, significantly
reduce the effectiveness of the audits and increase the risk of a material
misstatement.

We also support expanding the ISA definition of an external confirmation to
include direct access by the auditor to third party information (par. 6(a)), and
clarifying the original ISA text to encompass the various types of mediums that
may be used in the confirmation process, such as e-mail (par. 7(c), A6 and A15).
We particularly support the additional guidance in paragraph A15 as to what
constitutes reliable audit evidence when confirmations are performed
electronically. We believe these changes reflect the ever-increasing reliance on
technology in the audit process and properly address commonly encountered
situations in auditing.

Furthermore, we support expanding the original ISA text to provide additional
guidance on dealing with restrictive language in confirmation responses (par.
A16) and with oral confirmation responses (par. A19, A22 and A23).



