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Dear Ms.  M urphy:  

Ernst & Young LLP("Ernst& Young"),the US member firm of Ernst & Young globalLimited("EYG"), 
appreciatestheopportunityto submitcommentsonthePublicCompanyAccountingOversiqhtBoard;Notice 
of Filingof Proposed RulesonAnnualand Special Reportingby Registered PublicAccountingFirms(Ihe 
"Noticeof Filing"). The comments below reflect the views of Ernst & Young and other member firmsof EYG. 

The Notice of Filingseekspubliccommenton rules and.formsadoptedby the Putrlic CompanyAccountlng 
overs ightBoard to implement  andspecia l  reg ime(the"PcAoB"or  "Board)  an annual  repor t ing for  
regis tered submit ted to the PcAoB on the audi tf i rms( the"Rules") .Ernst  & Young prev iously  comments 
rules as proposedin its Release No. 2006-04, and wearepleasedthat the Board in its final rules addressed 
cer ta inof thecommentsthatwe made.r  However,  webel ievethatthe Rules,  i f  approved by the Secur i t ies 
and Exchange Commission firm to violate its domestic (sEc),could reguire a non-Us lawin order to comply 
wi ththe PCAOB repor t ing unlessrequi rements c lar i f ied.  

the PCAOB to publ ish guidance Asked 
Questions(collectively,"FAQs")to address mostof the commentsprovidedbelow. 
We suggest  thattheSECencourage implement ing or  Frequent ly  

l. Rule??O7,Assertionsof Conflicts with Non-US Laws 

As we have notedbefore,othercountrieshavelegltlmateinterestsin enforcing theirlaws, including those 
related to confidentiality and bank secrecy. The PCAOBshouldnot putnon-Usfirmsin the positionwhere 
they would need to v io latethei rlawsto comply wi th PCAOB requi rements.Therefore,  toweask the SEC 

guidance greater  for  the recommendthat  the PCAOB issueaddi t ional  in  order  to  prov ide accommodat ion 
legitimatelegalregimesof non-UScountries. 

1. Rule2207(cX1)and Rule 2207(e) 

Ascurrentlyproposed,Rule2ZO7may require non-Usfirms to collect, processandpotentiallyproduce, 
in format ion inv io lat ion law.to the Board of  the i r  domest ic  

I See comment lettef of Ernst & Young LLP , htto://www.ocaobus.oro/Rules/Docket odf019/Comments/All. 
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Specifically,Rule 2207 would requirenon-USfirms to gatherandprocessthe inlormation inelectronicform 
as though the firm were goingto submit the information (Rule2207(cX1)) and, thereafter, producethe 
informationon the reouest of the PCAOB(Rule2207(e)). However, the mere act of gathering,processing 

and/or retaining the information couldviolatenon-USlaw,particularlyin European Union countries, with 
respectto the relevant pointof law.z Further, consentby the non-US firmdoes not necessarily thealleviate 
issueundernon-Us law. Moreover, the suggestion within Rule 2207(e) that the PcAoB maypossibly 

requestthe information at a later date - evenwhen a conflict of law hasbeen substantiated by a legal 
opin ion- causessigni f icant  Not  only  could andprocessingthe informat ionconcern.  co l lect ing be a v io lat ion 
of law,providingit subsequently to the PCAOBas required underRule 2207(e) could be a separate legal 
v io lat ion.  

we encourage the SEC to recommend issue c lar i fy ingthat  non-Us 
f irms wou ld not be required to violatetheir domestic law. Shortof modifyingRule 2207, in the near-term 
th is  c lar i l icat ion to prov ide wi th Rule 2207(c)(1)  

Accord ingly ,  that  the PCAOB guidance 

couldbe achieved by FAQS that  compl iance andRule 
to theextent  by appl icable ZZOT(e)wouldonly  be requi red permi t ted domest iclawwi th respect  to  the 

relevantpointof law at issue in the Form. 

2.  Rule 2207(cX3) 

As currently proposed,certainrequirementsunderRule 2207 are ambiguousand, therefore, compliance 
could be chal lenging.l f  a  non-US f i rmbel ieves onForm2 or  Form3 because i t  must  omi t  in format ion of  a  
conf l ic twi th  non-US law,  under  Rule 2207(c)(3) ,  i t  must  have " [a] legalopin ion,in  Engl ish,  to  theaddressed 
foreign registered publicaccountingfirm and that the foreign registered publicaccountingfirm has reason 
to believe is current with respect to the relevantpointof law,thatthefirmcannotprovidethe omitted 
in format ion..  .  on the form t i led wi th the Board wi thoutv io lat ingnon-Uslaw"3 

In connection with the original registrationprocess,non-USfirmsthat were not able to provideinformation 
for Form 1 undertook to obtain legal opinions on the relevant pointsof law. Rather than requiring firmsto 
obtain new legal opinions, Rule2207(cX3)provides a legal opinion that thethata firm have in its possession 
firm has "reasonto believe" is current with respect to the relevant pointof law." We notethat there are 
chal lenges inestabl ish ing processesinvolved and mainta in ing to doso.  

We encourage the SEC to recommend that the PCAOBissue clarificatlon in an FAQ that lirms need only 
undertakethepfocessgMlclycol to determine il their legal opinions are current. We believe that this 
proposalwould be sufficientto capture relevantchangesandprovidethe protectionsought by the Board. 
Theproposalwould also build consistencyin the reportingprocess,providethe registeredlirms the claritY 
requiredto satisfy the requirements of Rule 2207 and enable the firmsto implementappropriateprocesses 
to gatherthe re levant  in format ion.  

ll. Form 3 

After the initial Form 3 or Catch-up Report, registered firmsmustfile a Form 3 within 30 days of becoming 
awareof specifiedmatters.The Note to Part ll of Form3 states that "the Firm is deemedto have become 
aware of the relevant factson the date that any partner,shareholder,principal,owner,or member of the 
Firm first becomesaware of the facts." 

, while it is impossible to generalizegiventhe variants of non-US law,privacyor data protectionlaw may prohibitthe 
"processing"of personalinformation. any activity associated which is a broad term that couldinclude with the data. 
3A corresponding withrespectto Rule 2207(cX2),which requires the fjrm to have "[a] copy of the issuearises 
provisionsof non-US lawthat theforeign reqistered publicaccountinqfirmassertsprohibitit fromprovidinqthe 
requiredinfof mation." 
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Whilewe appreciate the Board'selfortto clarify when a firm is deemed to be aware, we respectfully submit 
that the standard set forth in the Notewill be di{ficult to satisfy. We reiterate the view set forth in our 
previouscomment thatawareness andletter, suggesting should be on the partof the firm's management, 
we would recommend the adopt ion of  a  "contro l l ing s tandard to that  adoptedininf luence" analogous 
ex is t ing5ECregulat ions.a should that  the PCAOB implement ingguidanceThe SEC recommend issue or  an 
FAQ to clarify that awareness on the partof a firm's management is the appropriate standardfor the start of 
the t ime l imi t .  

l l l ,  F o r m2 l t e m4 . 1  

As currently proposed,the third Note of ltem 4.1 of Form 2 would require a firm to provideinformation 
aboutissuersfor  which the f i rm issued no audi t  repor ts  dur ingthetwelvemonth repor t ing per iod,inc luding 
informationabout a consent to an issuer's use of an audit reportthatwaspreviouslyissued. lt would be 
difticult to gatherinformationonformerclients,and we do not believe thisinformationwould be sufficiently 
meaningfulto warrant the potentialburden of gatheringandreporting it. Webelievethat the PCAOBshould 
addressthispointwhen it amends therules and forms. 

We understand theneed for the SEC and the PCAOB to move forward on the Rules. Accordinqly, where 
appropriate,we have suggested thattheguidanceand/or FAQS identiliedabove be issued by the PCAOB so 
that firmscanprepareand be readyto comply with the Rules at their effective date. We believe that the 
issue relating to consents and,in the longertermall of the issuesraised in this letter, would be best 
addressedby modilicationto the Rulesat such time as the Board may reconsider them. In addition, our view 
is  that  Board should to  enhance for in format ion and cooperat ion be encouraged channels shar ing d i rect ly  
withits non'U.5.counterparts,whichmay help addresssome of the concerns wehaveraised. 

ourcomments or its staff at yourconvenience.We would be pleasedto discuss with the Commission 

Respectfullysubmitted, 

fi,',^"ttf- Vtn 

4 Examplesdiscussedin more detail jn ourJuly 24, 2006 letter to the Board arein ltem 5.01 of Form 8'K related to 
change in control and 17 cFR 9275.206.(4)-4relatedto investment advisors. 


