
HUMAN CAPITAL INFORMATION

COMPOSITION

Effective provision of audit services is dependent upon an adequate supply of highly qualified
partners and staff. The profession continually strives to build a stronger - and more diverse - pipeline
of talented individuals for future generations of public company auditors.

Chart 20 shows the number of partners for all firms broken down between audit and non-audit
partners.42 It demonstrates an 11 percent increase in audit partners from 2005 to 2007 (4,279 to
4,752). It is complemented by Chart 21 which reveals a nearly 14 percent increase in the number of
total audit personnel (from 43,929 to 50,018) in that same span of time.

Chart 20: Number of Partners for All Firms
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42 The number of partners reported in Chart 20 differs by 54 partners from the number of partners used to calculate pre-tax

pel-partn9r compensation. Th9' "r number i& il full-tim . uivslent number of artnere over th COlJrs f the y ar; ttl

number of partners reported in Chart 20 is an end of year measure.
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Chart 21: Number of Audit Personnel for All Firms
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Chart 22 illustrates the average percentage of audit personnel by position in 2007 based on the total
audit personnel by position for the six firms as a whole, with junior staff comprising 38 percent of the
positions, seniors and supervisors approximately 30 percent and partners accounting for
approximately one in 10 positions. This partner-to-staff ratio is an important factor in ensuring
appropriate partner oversight in the course of an audit engagement.

Chart 22: Audit Personnel by Position for All Firms - 2007
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HIRING AND RECRUITING

Firms are committed to recruiting top college graduates and they devote considerable resources to
that effort.

Total college hires increased from 11,347 in FY 2005 to 13,177 the following year, and increased

again to 13,374 in FY 2007 (see Chart 23).

Chart 23: Number of Total Campus Hires for All Firms
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A small decline is anticipated in the total number of FY 2008 college hires. This may be attributed in
part to firms' successes in limiting employee attrition. Audit hires are expected to grow in the next two
years.

Audit staff represent two-thirds of all new campus hires, as shown in Chart 24.

The number of college hires into the audit practice was 8,909 in FY 2007. The demand for audit
practice college hires is expected to grow to 10,027 by FY 2009 (a 12.6 percent increase) as firms
staff up in anticipation of increasing audit complexity and a transition to International Financial
Reporting Standards.
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Chart 24: Total New Hires

All Service Audit
Campus FY 2007 Recruiting Data Lines Only

Staff 13,374 8,909

Experienced FY 2007 Recruiting Data

Staff 2,116 575

Seniors 4,107 1,601

Managers 1,874 503

Senior Managers 1,110 282

Directors and non-equity leadership 134 17

Partner/Principal 150 60

As evidence of the profession's on-campus recruitment efforts, Chart 25 shows that firms' aggregate
out-of-pocket costs in pursuing new staff totalled nearly $70 million in FY 2007 (an increase of
approximately 15 percent from FY 2006).

Chart 25: Total Out-of-Pocket Cost of On-Campus Recruiting for All Firms
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The profession's recruitment efforts have not gone unnoticed. Accounting firms dominated
BusinessWeek's second annual ranking of the best companies for new college graduates (Sept. 13,
2007). The four largest firms are included in Fortune Magazine's list of the 100 best places to work.

Complicating the profession's recruiting challenge is a well-documented decline in the number of
academically-qualified accounting faculty. The shortage of faculty stems from two realities: the rising
number of retirements (more than half of all accounting academics are 55 or older) and the
decreased number of Ph.D. graduates moving into faculty service at schools that educate future

practitioners.

ATTRITION

Attrition rates within the profession have declined over time. According to Public Accounting Report
data, the median turnover rate in the largest four firms decreased from 19.5 percent in 2006 to 15.0
percent in 2007.43 Chart 26 shows attrition rates by staff level for FY 2007, which ranged from a low
of 3.7 percent for partners/principals to a high of 25.3 percent for seniors, among all service lines.
Attrition rates for most staff levels in the audit practice category are comparable.

Chart 26: Average Attrition Rates'

All Service
FYE07 Lines ("ASL") Audit Only

Staff 17.3% 16.8%

Seniors 25.3% 27.8%

Managers 18.4% 18.8%

Senior Managers 13.3% 13.2%

Directors and non-equity leadership 19.1% 3.8%

Partner/Principal 3.7% 3.8%

Note:

1. One firm provided partial data.

TRAINING AND DEVELOPMENT

Investing in people is a positive factor in both attracting and retaining human capital, and another

element in ensuring quality audit work. Accounting firms are viewed as sophisticated providers of

continuing and career-long training, and it is a requirement of the profession and licensing bodies that
evidence be provided of continuing professional education (CPE) and development.

43 Public Accounting Report. Fastest Growing Firms Survey 4 (Oct. 15. 2007).
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In FY 2007 alone, the six firms incurred more than $680.4 million in total training costs, which include
training staff salaries, outside expenditures, training materials, and training-related services.

GENDER AND ETHNICITY

Women account for nearly half of all new profession hires, and that trend is expected to continue in
2008 (see Chart 27).

Chart 27: Percent of Female Campus Hires for All Firms
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Firms have developed extensive efforts to retain and promote women. Seven accounting firms were
identified in the most recent Working Mother ranking of best employers ("2007 100 Best Companies,"
Sept. 25, 2007) with three firms among the top 10. The rankings were based on scoring of
compensation, child care, time off and leaves, family-friendly programs and culture.

The number of female partners at the firms is on the rise (see Chart 28). Women accounted for 14.0
percent of all partners in 2005. The percentage increased to 16.0 percent in 2007 and is expected to
be even higher in 2008.
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Chart 28: Percent of Female Partners for All Firms
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Chart 29 provides a look at the ethnicity of new campus hires for all firms in 2007 on an average
basis, based on the total new campus hires for the six firms as a whole. Caucasians accounted for
67.4 percent of new employees, African Americans, 5.4 percent, Hispanics, 4.6 percent, and Asians
21.3 percent.

Chart 29: Ethnicity for Campus Hires for All Firms - 2007
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The composition of "new hires" by the profession is, of course, a function of the ethnic make-up of
students graduating from college and university CPA programs. The profession is committed to
diversity. In fact, larger accounting firms were among both Diversitylnds "Top 50 Companies for
Diversity" (March 21, 2007) and Universum's ''Top 10 2007 Undergraduate Diversity IDEAL
Employers" rankings (American Diversity Edition).

In 2007, 93.7% of the partners in the firms were Caucasian, 1.0% were African American, 1.6% were
HispaniclLatino, 3.4% were Asian, under 1.0% were Native Hawaiian/Pacific Islander or American
Indian/Alaska Native. Firms have implemented aggressive diversity programs with a goal of
improving those numbers over time.

Page 60



ADDITIONAL RESOURCES AND DATA

The firms will make experts available to provide oral briefings in the event the Committee is interested

in additional information on these topics. These individuals are listed below:

Recruiting

• Diane Borhani, US National Campus Recruiting Director - Deloitte & Touche USA LLP

• Anne M. Lang, Chief Human Resource Officer, Principal- Grant Thornton LLP

• Manny Fernandez, National Managing Partner - University Relations and Recruiting - KPMG

LLP

Faculty Affairs

• Chip Joans, National College Relations Manager, BDO Seidman LLP

• Ellen J. Glazerman, Executive Director, Ernst & Young Foundation and Americas Director,
University Relations - Ernst & Young LLP

• Jean C. Wyer, Principal, PricewaterhouseCoopers LLP

Training

• Michael S. Hamilton, Chief Learning and Development Officer - Americas, Ernst & Young, LLP

• Tom Evans, Chief Learning Officer, PricewaterhouseCoopers LLP

• Jim Maurer, Partner-in-Charge, Strategic Learning, Grant Thornton LLP

Diversity

• Sandi S. Guy, National Director of Human Resources, BDO Seidman LLP

• Allen Thomas, Chief Diversity Officer, Deloitte & Touche USA LLP

• Joe Maiorano, Executive Director - Human Resources, KPMG LLP

Appendix E contains additional information relating to the audit firms' people and partners that

supplements the information discussed above and may be of interest to the Advisory Committee:
(1) a chart setting forth additional statistical information; and (2) an explanation of the top five reasons

candidates decline offers from accounting firms, which illustrates the greater importance of location
and work life balance, reflecting trends seen in other professions.
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Information about the people and partners of international audit firm networks and the non-U.S. firms

in those networks is available on those firms' websites. The appropriate URLs are as follows:

BOO Seidman

http://www.bdo.com/intemationaV

Oeloitte

http://public.deloltte.com/medial0513/2007AnnualReview.pdf:#Deloittein2007 (page 62)

Ernst & Young

http://www.ey.com/global/content.nsfllnternational/About EY

Grant Thornton

http://www.gti.orgJdocumentslGTJ%20Fasto/020Facts%20sheel%20June%202007.pdf

KPMG

http://www.kpmg.com/About!WhoMJho.hlm

PricewaterhouseCoopers

http://www.pwc.com/extweb/aboutus.nsf/docidlF818240917F5AOn85256EA900540768/$fiIe/facI sh

eet.pdf
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