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Wells Fargo & Company (Wells Fargo) is a diversiffaancial services company with over $1.5 trilio
in assets providing banking, insurance, investmendstgage and consumer finance services. We
appreciate the opportunity to commentidre Auditor's Report on an Audit of Financial Staents
When the Auditor Expresses an Unqualified Opinidre Auditor's Responsibilities Regarding Other
Information in Certain Documents Containing Auditeidancial Statements and the Related Auditor’s
Report, and Proposed Amendments to PCAOB Stan&easldsed to the Proposed Auditor Reporting
Standard

We support efforts to improve audit quality thall wnhance investor confidence in and understanding
the audit process and the auditor’s responsilslitidated to other information. However, we do not
support the Board's proposals in their current form

Critical Audit Matters (“CAMS"):

We are most concerned that the Board's proposdibtmuss critical audit matters (“CAMs”) in the
auditor’s report may be construed as an implicélifigation of the audit creating a perception ttredre
may be weaknesses or deficiencies in managemendgsnent, financial statement estimates or internal
control environment. The pass/ fail model has soanstituents well precisely because an opinion is
expressed on the financial statemeaken as a wholeWhile we strongly support the decision to retain
the pass/ fail model, the subjective nature ofdiinition, interpretation and ultimately the deption in
the auditor’s report of CAMs increases the liketidldhat users may perceive different levels of sme
on different areas of the financial statementghdfperception of the audit opinion is compromjsed
stakeholders will be ill-served as corporate goaaoe, auditor independence and user investment
decisions could be adversely impacted.

Sophisticated users understand that extensiveniafibon related to matters that may qualify as CAds
already available in existing disclosures. Quértand annual financial reports filed with the SEC
already include extensive disclosure of criticalamting policies, significant estimates, busiress
operating trends, as well as financial and opegaisgks. This is compounded by an ever-increasing
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disclosure burden as standard setters, regulatndsnon-authoritative bodfesontinue to promulgate
additional disclosure requirements. Given thegilitis environment in the U.S., preparers are often
reluctant to remove existing disclosures. Morepgae to the nature and sheer volume of these
disclosures, a meaningful portion may occur outsideeriodic SEC filings. While sophisticated wser
understand and know how to find these disclosalésf this contributes to a complex patchwork of
disclosures that may hinder the casual user'staldifully comprehend the information that is riéad
available. Accordingly, we believe any user fragan or confusion regarding the audit process is
symptomatic of a larger issue, disclosure overltizat, the Board should address with the SEC angf oth
standard setters and regulators to develop a mbtest, transparent and user friendly disclosure
framework.

Many entities, including financial institutions, exate in complex industries with unique challenggsed
on the prevailing business or economic climateriiguthe course of an audit, auditors naturally may
encounter areas that involve difficult, subjectivecomplex judgments that require communicatioth&
audit committee, consultation with experts or regjgixtensive corroboration and documentation. Yee a
concerned that the practical application of thaidieation, documentation and justification of
conclusions regarding inclusion of CAMs in the aods report will result in an overabundance of
caution by the auditors. In other words, auditgitsbe motivated to include more rather than IE€$8Ms
in the auditor’s report to avoid being second geésturing the PCAOB inspection process.
Consequently, the auditor’s report, at the expehstarity of the auditor’'s opinion, will inapprojately
become a mechanism to communicate matters of ilsupoetor significance related to an entity’s
financial reporting.

Financial statement users may confuse the rol#seaduditor, management and the audit committee.
Management is responsible for preparing and fidihdinancial reports. The financial reporting pess
is overseen by the audit committee, which overageporting entity’s accounting policies, internal
controls, financial reporting and the audit proceEle auditor should never be the first source of
information, provide disclosure of information th&inot otherwise required to be disclosed by
management or have the appearance that it is méikemgial reporting decisions on behalf of
management. Any confusion of these roles coulétumohe both the reporting entity’s corporate
governance as well as the auditor’'s independence.

It is also likely that reporting entities will incincremental costs associated with the increased
documentation requirements as auditors will novedrapelled to justify in their workpapers why centai
items either qualify or do not qualify as CAMs. ®@hcoupled with the potential harm to investors,
corporate governance and auditor independencepwetdsee any incremental benefit to users from the
Board’s proposal. Notwithstanding the Board'sexfaibjective, it appears that the practical purpdse
the Board’s proposal is to highlight significanscbsures and risks for users of financial statesen
Given the level of disclosure information that lieady available to users and the costs involved, w
cannot support the Board’s proposal.

! Financial institutions subject to Basel 3 will legjuired to provide extensive qualitative and quatitie disclosures of capital,
liquidly and other risk information starting in 201

2 In our industry, certain regulators are stronglgauraging compliance with extensive risk disclesstrcommendations of the
Enhanced Disclosure Task Force (‘EDTF”). The EDS R task force created by the Financial StabBityard and comprised
primarily of industry analysts.
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Reporting on Other Information:

We agree that users may benefit from a clearerudation in the auditor’s report of the auditor’s
responsibility for the other information in annueports filed with the SEC. However, we are conedrn
that the Board has proposed a more stringent stdauditor involvement with other information.
Rather than “read and consider” other informattbr,auditor will be required to “read and evaluate”
whether other information is materially consistedth the audited financial statements. We undatsta
that, as a result of this change, some accountimg believe substantial incremental auditing pduces
will be necessary to satisfy this new requiremkrns. unclear to what extent the Board intended to
substantively change the auditor’s responsibilitedated to other information or if the Board sigpl
intends to enhance users’ understanding of autésisting responsibilities related to other infation.
If it is the Board'’s intent to substantively charige auditor’s existing responsibilities, we encme the
Board to consider whether it is necessary for useexpect auditors to provide incremental assuamc
other information as rigorous and effective procedwalready exist to ensure other information is
materially consistent with the audited financiatstments.

Current laws and regulations require CEO and CH€@fications of disclosure required in the annuadia
guarterly reports, as well as the establishmenisziosure controls. Public companies are subgect t
independent audit committee oversight of annualqradterly financial reporting. Moreover, many
disclosures outside of the primary financial stants, such as in the MD&A, are more subjective or
forward looking. These disclosures are based oragement’s analysis and insights and often may not
be objectively verifiable. We believe it would bearemely difficult for the auditors to evaluateghi
information effectively. Given the inherent limikats associated with such an increase in the atglito
scope, and the difficulties this would pose to kenlditors and management, it may be necessary to
curtail the amount or type of information disclosedhe MD&A, ultimately reducing the overall in$iy
and benefit to users. Lastly, questions regartliegauditor’s independence may also surface as an
increased level of assurance on subjective or fahiaking information may be seen as advocating or
challenging the decisions of management.

We encourage the Board to field test how accouritings will apply the proposed guidance to
understand whether the proposal will be undulylgdstpreparers. Given the expected increase in
auditing procedures and level of auditor experiamemessary to provide assurance on potentially
subjective and forward looking information, we egpg meaningful increase in recurring audit fedse
do not believe the increase in audit fees, as age#iny indirect costs related to increased manageme
time and focus, justify a change in scope. Whileswgport clarification of the auditor’s report tgpéain
the auditor’s responsibilities related to othepmfiation, we do not support the proposal as writtéfe
encourage the Board to retain the existing requerdrto “read and consider” and revise the proposed
language in the auditor’s report accordingly.

Auditor Tenure:
While we do not object to the disclosure of audiemure in the auditor’s report, we do not thinisit
necessary as there is not a correlation betwedtoatehure and audit quality

* k% k%

3 Please refer to our comment letter on PCAOB RukemgaDocket Matter No. 37, dated December 14, 2011.
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We appreciate the opportunity to comment on thegsal. If you have any questions, please contact m
at (415) 222-3119.

Sincerely,
/s/ Richard D. Levy

Richard D. Levy
Executive Vice President & Controller

cc: Paul Beswick — Securities and Exchange Comarissi
Kathy Murphy — Office of the Comptroller of the Ceincy
Stephen Merriett — Federal Reserve Board
Robert Storch — Federal Deposit Insurance Corjoorat
Donna Fisher — American Bankers Association
David Wagner — The Clearing House Assaociation



