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February 17, 2004

Mr. Mark Friedrichs

PI-40

Office of Policy and International Affairs

U.S. Department of Energy

Room 1E190

1000 Independence Avenue, SW

Washington, DC 20585

Re: 10 CFR Part 300 General Guidelines for Voluntary Greenhouse Gas Reporting: Proposed Rule

Comment Due Date: February 3, 2004

Dear Sir:

The American Institute of Certified Public Accountants (AICPA) is the largest professional association of CPAs in the United States, with more than 350,000 members in public practice, business, industry, government and education. The AICPA respectfully submits the following written comments on the U.S. Department of Energy’s Proposed Guidelines for Voluntary Greenhouse Gas Reporting (the “Proposed Rule”).    Please note that we are limiting our comments to the verification aspects of the proposal, specifically section 300.11.

Background on Our Existing Standards

AICPA SOP 03-2, Attest Engagements on Greenhouse Gas Emissions Information
The AICPA issued Statement of Position (SOP) 03-2, Attest Engagements on Greenhouse Gas Emissions Information, in September 2003. It was developed by the Joint Task Force of the AICPA and the Canadian Institute of Chartered Accountants (CICA) on Sustainability Reporting to provide guidance to practitioners for attest engagements to examine and report on a schedule or an assertion relating to information about a greenhouse gas (GHG) emissions inventory (GHG emissions for a compliance period, such as a year), and other GHG emissions information by applying the AICPA Attestation Standards to the specific subject matter of GHG emissions.  A copy of SOP 03-2 is being provided to you by mail.

Independence

The fourth general standard of the Attestation Standards states that “In all matters relating to the engagement, an independence in mental attitude shall be maintained by the practitioner.”   Further, Rule 101 of the AICPA Code of Conduct requires practitioners to be independent in the performance of attest services. 
Comments on the Proposal:

Qualified Auditors/Certification of Verifiers

Section 300.11 (a) (2) of the Proposed Rule states that “verifiers must be certified by… certification programs …such as the American Institute of Certified Public Accountants.”   The AICPA is not a certification program and does not certify certified public accountants (CPAs) or “verifiers.”  The fifty states and U.S. territories license CPAs within their state or territory, enabling them to provide audit and attest services to the public.  Further, our professional standards do not use the term “verifier”; in fact, SOP 03-2, paragraph 14, specifically states that the practitioner should not use such terms (verification or certification) in their attest reports on GHG emissions.

Adequate Knowledge of the Subject Matter

The second general standard of the Attestation Standards states that “The engagement shall be performed by a practitioner having adequate knowledge of the subject matter.”   Both the Attestation Standards and SOP 03-2, paragraphs 21 through 29, provide guidance to the practitioner in meeting this requirement.  Accordingly, we believe that existing AICPA Professional Standards provide sufficient requirements for CPAs to appropriately respond to the requirement for “independent and qualified auditors” without the existence of a specific certification program.

Mandated Reporting Matters

Completeness, Accuracy and Consistency

Section 300.11(b) (1) of the Proposed Rule mandates that the independent verifier certify that “the information provided to the DOE is complete and accurate” and “is consistent with all prior year reports submitted by the entity.”  Such language is not consistent with the AICPA Attestation Standards.  The Appendixes of SOP 03-2 provide appropriate report language for reports providing assurance on GHG emissions information under the AICPA Attestation Standards, and SOP 03-2 provides guidance regarding considerations the practitioner would make with respect to consistency matters.  The conflict between the Proposed Rule and AICPA standards presents CPAs with the unpleasant dilemma of violating professional standards or not being able to accept any engagements to perform these services.  Since the accounting profession stands ready to provide services on GHG emissions information and has already issued substantive professional guidance on performing and reporting on such engagements, we recommend that the language in the Proposed Rule be revised to permit licensed CPAs to perform such engagements as long as they perform and report on such engagements in accordance with their professional standards.

Assertions about Adequate Records

Section 300.11 (b) (2) of the Proposed Rule mandates that the independent verifier certify that “adequate records have been maintained by the reporter to enable further independent verification in the future.”  Management of the reporting entity, and not the independent CPA, is responsible for maintaining adequate records to enable further independent verification in the future.  Verifiers cannot and should not take responsibility for such an assertion since they have no control over what records an entity maintains or does not maintain.  If the entity does not have adequate records related to the GHG information at the time of an examination of such GHG information, the auditor would not be able to verify or provide assurance on the engagement.   Further, the existence of adequate records at one date does not ensure that such records will exist at a subsequent date.  We recommend that the Proposed Rule be revised to eliminate such requirement from Section 300.11, particularly as Section 300.10 already contains a requirement regarding the reporting entity’s responsibility for maintaining adequate records.  The auditor’s or verifier’s responsibility should be to maintain adequate documentation that demonstrates that the engagement was performed in accordance with the applicable performance and reporting standards.

* * * * *

We appreciate the opportunity to comment on the Proposed Rule and would be pleased to discuss our comments with you or other representatives of the U. S. Department of Energy.  Please contact Jane M. Mancino, Technical Manager, Audit and Attest Standards, AICPA (212/596-6029).

Very truly yours,
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Charles E. Landes
Director
Audit and Atest Standards




Charles E. Landes

Director, Audit and Attest Standards
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