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CAMICO Mutual Insurance Company  
1800 Gateway Drive, Suite 200, San Mateo, CA 94404 
T: 800.652.1772 | 650.378.6800  
F: 800.227.2090 | www.camico.com  

July 7, 2021 
 
 
Brian S. Lynch, Chair   
Professional Ethics Executive Committee 
Toni Lee-Andrews, Director, CPA, PFS, CGMA  
Professional Ethics Division 
American Institute of Certified Public Accountants, Inc.  
1211 Avenue of the Americas 
New York, NY 10036-8775 
 
Via Email: Ethics-ExposureDraft@aicpa.com 
 
Re: Addendum to CAMICO’s June 30, 2021 comment letter regarding the Proposed 
interpretations and definition — Responding to Noncompliance With Laws and Regulations 
(NOCLAR) 
 
Dear Mr. Lynch and Ms. Lee-Andrews: 
 
Having read the June 29, 2021 comment letter submitted by the PCPS Technical Issues 
Committee on the above-captioned exposure draft, I feel compelled to request the opportunity to 
submit an addendum to CAMICO’s June 30, 2021 letter so that we might echo/support TIC’s 
observations. 
 
CAMICO concurs with the following concerns detailed by TIC: 
 
Expansion of Requirements for NOCLAR 
 

• Scope of the Interpretations as proposed in paragraphs .07–.10 are too broad and could be 
interpreted as placing additional responsibilities on members related to NOCLAR beyond 
those required by applicable professional standards governing the engagement and level 
of service. 
 

• Without clarification or limitation, the wording around what a member “encounters or is 
made aware of” regarding noncompliance is vague and, therefore, open to different 
interpretations. We agree with TIC that the ambiguousness of the language in the 
proposed interpretation could result in a diversity of practice and varying expectations 
regarding what would need to be done to follow professional standards or meet the 
standard of care.  
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• We support TIC’s suggestion to insert “while performing the required procedures for 
the engagement” so the paragraph .07 would read: 

This interpretation sets out the approach to be taken by a member who encounters 
or is made aware of noncompliance or suspected noncompliance while 
performing the required procedures for the engagement with the following: 

• The scope section should be expanded to include the first two sentences of paragraph .14, 
which reads, “A member is expected to apply knowledge, professional judgment, and 
expertise but is not expected to have a level of knowledge of laws and regulations greater 
than that required to undertake the engagement. Whether an act constitutes 
noncompliance is ultimately a matter to be determined by a court or other appropriate 
adjudicative body.” 
 

• Paragraphs .07a and .07b are audit requirements but are not applicable for non-audit 
engagements. Including these requirements in the scope section would serve to 
inappropriately expand the scope of these other services. 
 

• The definition of “noncompliance” in paragraph .09 is more expansive than the AU-C 
250 understanding of noncompliance, the scope of which is limited to those which have a 
material impact on audited financial statements. TIC’s concerns that defining 
noncompliance in terms of potential financial and nonfinancial consequences to the 
general public would effectively require members to speculate about potential impacts 
beyond members’ knowledge. Doing so creates an “expectation gap” and poses 
additional legal liability exposure, as these requirements are beyond typical members’ 
training and expertise. 
 

• CAMICO supports TIC’s recommendation to substitute language such as “Any 
noncompliance that a member becomes aware of during the performance of an 
engagement is within the scope of this interpretation.” This requirement would not 
require members to expand the scope of their services unless members become aware of 
noncompliance with laws or regulations when conducting their services. 

Use of the Term “Clearly Inconsequential” 

We echo TIC’s reiteration of its concerns regarding use of the term “clearly inconsequential.” 
The proposed interpretation should be clearly defined, and additional context or examples 
provided to eliminate diverse expectations by members and the public. 

Responsibilities of Members in Public Practice 

We support the TIC’s recommendation to strike “and the potential harm to the interests of the 
entity, investors, creditors, employees, or the general public” from the one sentence in paragraph 
.12. As written, the sentence would require members to be able to accurately assess potential 
harm to the interests of the entity, investors, creditors, employees, and the public. 
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We also support TIC’s suggestion to add the bold italics to limit the scope of paragraph .13 to 
read: 

.13 If a member engaged to perform financial statement attest services becomes aware of 
credible information concerning an instance of noncompliance or suspected 
noncompliance, whether in the course of performing the engagement or through direct 
information provided to the member by other parties, the member should obtain an 
understanding of the matter sufficient to complete the engagement, including the nature 
of the act and the circumstances in which it has occurred or is likely to occur.  

Addressing the Matter (.19–.21) 

CAMICO solidly agrees with TIC’s strong recommendation to strike paragraph .20, which reads: 

“The member should consider whether the client’s management and, if applicable, those 
charged with governance understand their legal or regulatory responsibilities with respect 
to the noncompliance or suspected noncompliance. If not, the member may suggest 
appropriate sources of information or recommend that they obtain legal advice.” 

We concur with TIC’s belief that it is unreasonable to expect members would possess the ability 
to conclude whether management or those charged with governance understand their legal or 
regulatory responsibilities related to noncompliance or suspected noncompliance with laws and 
regulations. 

Documentation (.30) [paragraph .44 for members not in public practice] 

We find merit with TIC’s recommendation to strike subheading (d.) which would require 
members to document courses of action merely considered. TIC expressed concern that 
encouraging documentation would effectively create a requirement for members to document, or 
defend, their reasoning for not documenting NOCLAR. We expand upon TIC’s reasoning in 
recognition of the likelihood that the omission of no documentation of the consideration of 
actions not taken would increase the member’s exposure to litigation. 

Other General Comments 

Although addressed in our June 30 comments, I wish to take this opportunity to draw particular 
attention to TIC’s recommendation that the proposed interpretation expand the lists of those 
advisors members may wish to consult to include “risk management advisors.” It is extremely 
important members know consultations with risk management advisors are explicitly permitted.  
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Thank you again for the opportunity to comment on the proposed interpretations. Please look 
favorably on this request to comment further on the extremely significant proposed NOCLAR 
interpretations. Questions about these comments may be addressed to me at dwill@camico.com or 
by telephone at (800) 652-1772. 

Sincerely, 

 

Duncan Will, CPA/ABV/CFF, CFE 
Loss Prevention Manager and Accounting & Auditing Loss Prevention Specialist 
CAMICO 
 
cc: Suzanne Holl, CPA 

Senior Vice President of Loss Prevention 
CAMICO 
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