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Paris La Defense, March 2, 2010

Public Company Accounting Oversight Board

Office of the Secretary

1666 K Street, N.W.

Washington, DC 20006, USA

Attention: J. Gordon Seymour, Secretary, and the Mmbers of the Board

Re: PCAOB Release No. 2009-007 December 17, 20B@2lemaking Docket Matter No. 026 -
Mazars comments to the PCAOB request for publicrnent on Re-proposed Auditing Standards
related to the Auditor's Assessment of and Respdosd&isk and Proposed Conforming
Amendments to PCAOB Standards

Dear Sirs,

Mazars is a unique integrated partnership with abal reach. It operates as one integrated
international partnership in 55 countries with mtdran 12,000 professionals, leaded by more than 600
partners, with 16 additional countries where Mazargpresent through correspondents and joint
ventures (see Mazars 2009 annual report with itente update, its 2009 IFRS joint-audited
consolidated financial statements, and all the ahnteports published since 2005 on
http://www.annualreport.mazars.com/éng/

Mazars is one of the founding members of ‘Praxiyi,alliance of 109 firms operating in 72 countries
with more than 24,500 professionals, and an agtgddae income of US$ 3.2 billion (Euro € 2.3
billion), including Mazars Group. Praxity is theoid’s largest alliance of independent accounting
firms and is ranked in"8position overall (International Accounting Bulles survey of Networks and
Associations).

Mazars has built a complete range of audit, acemayt, tax, legal and advisory services, designed to
create added-value and to contribute to the suamiestients in small and large listed companies,

public institutions, and high net-worth individualdMazars was founded with certain core values:

Independence, Competence; Intellectual, ethicalmorhl rigour and integrity; Sense of service and

responsibility; Continuity; Respect for individuaad diversity.

We are pleased to submit this letter in responsthgorequest for public re-consideration from the
PCAOB on its Re-proposed Auditing Standards relatetthe Auditor's Assessment of and Response
to Risk and Proposed Conforming Amendments to PCAQidards.

Before specifically answering the below commenteleguestions, we would like to make some
general comments about these PCAOB proposed Agdiiiandards and Conforming Amendments.

We want to preface our comments with the genemasideration that we support implementation of
rules and auditing standards strengthening the gudlity.

Praxity :
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Mazars is therefore fully committed to support P@A\Ditiative, as well as those of IFAC, European
Commission and other key national regulators orsight that have been already doing good work
and are implementing frameworks of coherent auglitttandards worldwide, with clear audit

objectives, in these areas of common concern.

Mazars is very supportive of the PCAOB’s efforts update its risk assessment standards while
aligning them with AS5 (risk-based audit approadopsidering fraud and auditing disclosures, and
eliminating divergences with the risk assessmeridsirds of the IAASB. It is also very refreshing t
know that throughout this standard-setting prodgsbasics and fundamentals of risk assessments, a
we know them, have remained the same. This ivalotn, and not a revolution.

We respectfully submit our detailed comments beldMe commend the Board for the transparency of
its rule deliberation process and for considerimg work of the IFAC IAASB in its new standard-
setting process.

1. Are the objectives in the new proposed standards a&ul in providing context for the
requirements in the standards?

Mazars believes that the objectives in the new geed standards are useful and worthwhile
because they provide additional context in undedite requirements of new standards. This is a
standard-setting trend that was started by the BABAC) and the ASB (AICPA) in their
respective Clarity Projects.

2. Does the new proposed standard on audit risk destx clearly the concept of audit risk and
its components?

Mazars considers that the new proposed standamldit risk clearly describes the concept of
audit risk and its components: (1) risk of matengdstatement (inherent risk and control risk) and
(2) detection risk.

3. Does the new proposed standard on audit risk deste clearly the relationship between
detection risk and substantive procedures?

Mazars believes that overall the new proposed atandppropriately described the relationship
between detection risk and substantive proceduriésindicates that detection risk could be
reduced by performing substantive procedures, wikiclonsistent with other PCAOB standards.

4. Are the proposed requirements for multi-location egagements appropriately aligned with
Auditing Standard No. 5?

The proposed requirements for multi-locations guerapriately aligned with AS5. Most of the
risks associated with multi-locations are adeqyaetounted for.

5. Is it clear how the proposed requirements for multilocation engagements would be applied
in audits of financial statements only?

The proposed requirements for multi-location engsg@s are ASS5 aligned and driven.
Consequently, they would be applied in audits mérficial statements only.
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6. Are the differences between the responsibilities fosupervision of engagement team
members and oversight of specialists in accordanegth AU sec. 336 appropriate in light of
the auditor's responsibilities to opine with reasoable assurance on whether the financial
statements are fairly presented, in all material repects, in conformity with the applicable
financial reporting framework?

Mazars considers that the differences betweendsgonsibilities for supervision of engagement
team members and oversight of specialists in aecma with AU sec. 336 are appropriate. Both
responsibilities for supervision are distinct amgpharate. The supervision of engagement team
members requires the auditor to ensure among tthvegs that audit objectives are reached and
that audit evidence is adequate and sufficientutgpsert the opinion expressed. Whereas, the
oversight of specialists requires the auditor teuea that these specialists are independent and
competent, and the scope, objectives, and restilterr procedures agree with those of the
auditor.

7. Are the provisions in the new proposed standard reayding consideration of materiality in
multi-location engagements appropriate in light ofthe auditor's responsibility to plan and
perform audit procedures to detect misstatements i, individually or in combination,
would result in material misstatement of the finanal statements?

The provisions in the new proposed standard reggrdonsideration of materiality in multi-
location engagements appear fairly appropriate.ditAts’ attention is drawn to the fact that
materiality at an individual location cannot exceadd generally should be less than materiality
for the financial statements as a whole. Nevesg®las the IFAC-IAASB, the PCAOB should
consider providing additional guidance or examplesow to apply these provisions.

8. Are the revised provisions regarding reassessment materiality appropriate in light of the
auditor's responsibility to plan and perform audit procedures to detect misstatements that,
individually or in combination, would result in material misstatement of the financial
statements?

The revised provisions regarding reassessment oériality appear appropriate, and this is
consistent with the audit risk-based approach aabeacby AS5.

The auditor is required to adapt his/her audit a@pn or audit strategy to changing circumstances
or environments, including reassessing materitdingl.

9. Does the new proposed standard adequately descriibe auditor's responsibilities for
performing risk assessment procedures that are suffient to provide a reasonable basis for
the identification and assessment of risks of mate misstatement due to error or fraud and
to design further audit procedures?

Mazars believes that the new proposed standarcuatidy describe the auditor's responsibilities
for performing risk assessment procedures.
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10.

11.

12.

13.

14.

15.

Are the auditor's responsibilities regarding the adlitional procedures for understanding the
company and its environment in paragraph 11 clear?

Mazars would support the auditor's responsibilittegarding the additional procedures for
understanding the company and its environment @gdstin paragraph 11, as they are clear.
However, we recommend that this proposed standaod state the fact that these examples of
additional procedures are not “all inclusive”.

Are the proposed requirements regarding obtaining a understanding of internal control
over financial reporting appropriate in light of th e auditor's responsibilities for identifying
and assessing the risks of material misstatement?

Mazars believes that the proposed requirementsdiegaobtaining an understanding of internal
control over financial reporting are appropriate.

Are the proposed requirements regarding the discussn among engagement team members
about risks of material misstatement appropriate gien the auditor's responsibilities for
identifying and assessing the risks of material miatement?

The proposed requirements regarding the discussinong engagement team members about
risks of material misstatement are also appropriate

Are the proposed requirements for overall responseand responses involving the nature,
timing, and extent of audit procedures appropriategiven the auditor's responsibility to opine
with reasonable assurance about whether the finarali statements are presented fairly, in all
material respects, in conformity with the applicabk financial reporting framework?

Mazars agrees that the proposed requirements tmalbvesponses and responses involving the
nature, timing, and extent of audit proceduresappropriate.

Does the new proposed standard clearly describe winéests of controls are necessary in an
audit of financial statements only?

The new proposed standard clearly describes wists ¢ controls are necessary in an audit of
financial statements only. The auditor would caméi to have the latitude of deciding when or
whether to test controls and reduce substantiveegires.

Does the new proposed standard clearly describe thauditor's responsibilities for
accumulating and evaluating misstatements?

Mazars believes that the new proposed standardyclbascribes the auditor's responsibilities for
accumulating and evaluating misstatements. Thpgsed audit procedures and considerations
for accumulating and evaluating misstatements apuzquate.
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16. Does the new proposed standard appropriately destxe the auditor's responsibilities for
evaluating the presentation of the financial statemnts, including evaluating bias, in light of
the auditor's responsibility to opine with reasonalle assurance on whether the financial
statements are presented fairly, in all material repects, in conformity with the applicable
financial reporting framework?

The new proposed standard appropriately descritgeauditor's responsibilities for evaluating the
presentation of the financial statements, includevgluating bias. Auditors are appropriately
directed to evaluate adequacy of the amounts awtbdures in the financial statements, including
potential bias.

17. Does the new proposed standard describe clearly hothie auditor should determine the
financial statement assertions to use for both ingrated audits and audits of financial
statements only?

Mazars believes that the new proposed standardridescclearly how the auditor should
determine the financial statement assertions tdardeoth integrated audits and audits of financial
statements only. The financial statements assertto be used for either audit of financial
statements or audit of ICFR have the same and ngeldaguiding principles.

18. Are there provisions in the to-be-superseded standds that should be retained?

Mazars considers that the most meaningful provssionthe soon-to-be-superseded six interim
auditing standards, notably AU sec. 311, Plannimdy @upervision, AU sec. 312, Audit Risk and

Materiality in Conducting an Audit, AU sec. 313,[8tantive Tests Prior to the Balance Sheet
Date, AU sec. 319, Consideration of Internal Cdritr@ Financial Statement Audit, AU sec. 326,

Evidential Matter, and AU sec. 431, have alreadgnbetained and accounted for.

We hope that our comments above will be helpful wademain available for further considerations.
Please feel free to contact us again if you waldeltio discuss our submission further.

Yours sincerely,

e cHode—

Denis Usher Jean-Luc Barlet
Mazars US Desk Mazars Chief Compliance Officer



