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WELCOME

Relative to the long history of the profession that it 
serves, the Center for Audit Quality (CAQ) is young. 
Since January 2007, however, the CAQ, working in 

concert with our public company audit firm members 
and the AICPA, has packed in an amazing amount 

of activity: growing, innovating, adapting, and 
collaborating–all to the benefit of capital markets, our 

members, and, ultimately, investors.

It would be impossible for a publication or event to 
capture every facet of the CAQ’s first decade, but we 

hope this event and this commemorative booklet 
provide you a valuable view of the journey that we have 

been on thus far—and that we will continue—in our 
ceaseless effort to enhance audit quality. 

Thank you for joining us for today’s event and for being 
a part of the CAQ’s first decade.

Cindy Fornelli 
Executive Director 

Center for Audit Quality

Cathy Engelbert, 
CEO, Deloitte LLP 

Governing Board Chair 
Center for Audit Quality

1
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AGENDA

2:00 PM  Welcome | Cindy Fornelli

2:05 PM   Introductory Remarks | Cathy M. Engelbert

2:10 PM   A Decade of Audit & Governance:  
Where We’ve Been and Where We’re Headed 

  Daniel L. Goelzer 
Mark W. Olson 
Harvey L. Pitt 
Mary L. Schapiro

 Panel Moderator: James R. Doty

3:05 PM    Celebration | James S. Turley  
Collaboration | Kenneth Daly 
Connection | Edward E. Nusbaum

  Panel Moderator: Cindy Fornelli

4:00 PM   Networking Break

4:25 PM    Transparency | Peggy M. Foran 
Innovation | Jean Rogers  
Advocacy | Michele J. Hooper 
Evolution | Cathy M. Engelbert

  Panel Moderator: Keith Higgins

5:25 PM  Closing Remarks | Robert J. Kueppers

5:30 PM - 7:30 PM Cocktail Reception
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SPEAKER 
BIOGRAPHIES

KENNETH DALY
Former CEO, National Association 
of Corporate Directors

Kenneth Daly was the CEO of the 
National Association of Corporate 
Directors (NACD), the nation’s 
largest organization for board 
directors, from 2007 to 2017. Having led the NACD 
through a period of growth and influence, and recognized 
as an expert on audit committees, corporate governance, 
and board transformation, he continues his service to the 
Association as a Senior Advisor to the NACD’s President 
and CEO. Under his leadership, NACD grew in size and 
in scope, increasing its revenue by more than five times, 
and increasing membership by nearly 200 percent.

Prior to joining the NACD, Daly was an Audit Partner at 
KPMG, where he also served as the Partner-In-Charge of 
the National Risk Management Practice. Retiring in 2005 
from the firm, he assumed the role of Executive Director 
of KPMG’s Audit Committee Institute.

Daly has served on and chaired audit committees, and 
he currently serves on the boards of Lutheran Services 
in America and Powerlytics, Inc. He has extensive audit 
partner experience and routinely lends his regulatory 
expertise to counsel audit committees in critical areas, 
such as risk oversight. He has extensive experience as 
an auditor and consulting with companies in the banking 
and insurance industries. He is especially knowledgeable 
about the financial services industry.

Daly is a frequent speaker and writer on many timely 
issues confronting today’s corporate board, including 

executive compensation. He regularly appears in media 
and has recently been quoted in The Wall Street Journal, 
The New York Times, The Atlanta Journal-Constitution, 
Reuters, AP Radio, and Fox News Radio, among others.

Daly received his Bachelor’s degree in Accounting 
from the University of Delaware and has attended 
KPMG’s International Partner Program in Birkenstock, 
Switzerland, as well as the Partner Development Program 
at the University of Pennsylvania’s Wharton School. He is 
a CPA (inactive status) in Pennsylvania. ■

JAMES R. DOTY
Chairman, Public Company 
Accounting Oversight Board

James R. Doty was appointed 
by the Securities and Exchange 
Commission as the Chairman of 
the Public Company Accounting 
Oversight Board (PCAOB) in January 2011.

Chairman Doty established the PCAOB’s Center for 
Economic Analysis to bring together creative minds and 
experts under the leadership of Luigi Zingales, University 
of Chicago Professor of Finance. Chairman Doty also led 
the Board’s effort to improve the PCAOB’s outreach to audit 
committees who share the Board’s interest in strengthening 
audit quality. He spearheaded the launch of a new 
communication initiative, the Audit Committee Dialogue.

During Chairman Doty’s tenure, the PCAOB expanded 
its cooperation with international counterparts, signing 
more than a dozen inspection agreements with foreign 
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audit regulators. In 2013, after years of negotiation, 
the PCAOB entered into an enforcement cooperation 
agreement with China.

From 1990 to 1992, Chairman Doty served as General 
Counsel of the SEC. Prior to and following his SEC 
service, he was a Partner at the law firm of Baker Botts 
LLP, which he first joined in 1969. At Baker Botts, he 
practiced securities and corporate law and counseled 
boards of directors and audit committees on regulatory 
and compliance matters, including matters arising under 
the Sarbanes-Oxley Act of 2002. At Baker Botts, he also 
represented the PCAOB in its successful 2010 defense in 
Free Enterprise Fund v. PCAOB, a U.S. Supreme Court 
landmark challenge to the constitutionality of the PCAOB.

In 2011, Chairman Doty was presented with a Statesman 
Award by the Foreign Policy Association for his 
commitment to worldwide audit integrity.

Chairman Doty was born in Houston and earned a 
Bachelor’s degree in History from Rice University and was 
a Rhodes Scholar at Oxford University. He also received a 
Master’s degree in History from Harvard University before 
earning a Bachelor of Laws degree from Yale Law School. ■

CATHY M. ENGELBERT
CEO, Deloitte LLP; Governing 
Board Chair, CAQ

Cathy M. Engelbert is CEO of 
Deloitte LLP, whose subsidiaries 
provide audit, tax, consulting, and 
advisory services. Cathy leads one 
of the largest professional services organizations in the 
United States and is responsible for more than 80,000 
professionals. Deloitte serves over 80 percent of the 
Fortune 500, producing measurable and enduring impact 
on behalf of clients, people, communities, and society.

Since 1986, Cathy has had a distinguished career serving 
large and complex global clients. She previously served 
as Chairman and Chief Executive Officer of Deloitte & 
Touche LLP, a subsidiary of Deloitte LLP, leading the U.S. 
audit practice. 

Cathy has held a number of other senior leadership 
positions at Deloitte. She served on the Deloitte LLP Board 
of Directors and was a member of the board’s Strategic 
Investment, Finance & Audit, Risk, and Regulatory & 

Government Relations Committees. She has also served 
as National Managing Partner – regions for Deloitte 
& Touche LLP; Deputy National Professional Practice 
Director; and the Financial Accounting and Reporting 
Services Quality Risk Manager. Cathy is a past member 
of the Deloitte LLP Nominating Committee and the Board 
of Directors of Deloitte LLP. She has held partner roles 
serving several of the world’s leading life sciences and 
pharmaceutical companies and advised multinational 
companies on financial instrument accounting matters. A 
specialist in financial instruments, credit, fair value, and 
related matters, Cathy is a former member of the Financial 
Accounting Standards Advisory Council. 

Cathy has spoken to influential media including CBS, 
CNBC, Bloomberg, The Wall Street Journal, FOX 
Business Network, and Fortune about global business 
trends, professional services, and Deloitte’s growth 
strategy. Cathy also frequently discusses how to advance 
diversity and inclusion in corporate America with major 
news outlets, including The Washington Post. 

Cathy is the Chairman of the Center for Audit Quality 
Governing Board and is listed as one of Fortune’s 2016 
and 2015 Most Powerful Women. In 2016, Cathy was 
also ranked on Glassdoor’s annual Employees’ Choice 
Awards honoring the 50 Highest Rated CEOs, and 
among Crain’s 50 Most Powerful Women in New York 
for 2015. Cathy is also recognized as one of Working 
Mother magazine’s 50 Most Powerful Moms of 2016. 
Cathy is a member of the board of directors of Catalyst, 
a member of the American Heart Association CEO 
Roundtable, the Business Roundtable, and the Kennedy 
Center Corporate Fund Board. 

Cathy received a B.S. in Accounting from Lehigh 
University and is a Certified Public Accountant licensed 
in Pennsylvania, New York, and New Jersey. She is a 
member of the Accounting Advisory Board for Lehigh 
University. Cathy is married and has two children. ■

MARGARET (PEGGY) M. FORAN
Chief Governance Officer, SVP, and 
Corporate Secretary, Prudential 
Financial 

Peggy Foran is Chief Governance 
Officer, Senior Vice President, and 
Corporate Secretary of Prudential 
Financial, Inc. She has been a corporate governance 
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leader throughout her career at Sara Lee Corporation, 
Pfizer, Inc., and J.P. Morgan & Co., Inc. She is admitted 
to the New York, Illinois, Pennsylvania, and New Jersey 
(in-house) Bars. Ms. Foran is a Director on the board of 
Occidental Petroleum Corporation and Chairperson of 
its Executive Compensation Committee. She is also a 
member of its Corporate Governance, Nominating, and 
Social Responsibility Committee. She previously served 
on the Board of Directors of The MONY Group, Inc. and 
MONY Life Insurance Company. Her many contributions 
to the Society of Corporate Secretaries and Governance 
Professionals is evidenced by her leadership roles as 
former Chairman, former Director, former Chair of the 
Securities Law Committee, and former Treasurer.  

Ms. Foran’s proactive shareholder outreach and thought 
leadership on key governance issues has earned her 
global recognition as a leader in corporate governance. 
She has been recognized as one of the Most Influential 
People in Corporate Governance by Directorship Magazine 
for five consecutive years. In 2011, she was identified by 
Treasury and Risk Magazine as one of the Most Influential 
People in Finance. In 2013, Corporate Secretary Magazine 
named Ms. Foran “Governance Professional of the Year.” 
In 2015, Ms. Foran received the Linda Quinn Lifetime 
Achievement Award from TheCorporateCounsel.net.

Ms. Foran received her B.A., magna cum laude, and J.D. 
degrees from the University of Notre Dame. ■

CINDY FORNELLI
Executive Director, Center for Audit 
Quality

Cindy Fornelli is the Executive 
Director of the Center for Audit 
Quality (CAQ). The CAQ was 
founded to serve investors, public 
company auditors and the markets. Fornelli is responsible 
for carrying out the mission and vision of the CAQ’s 
Governing Board, which is comprised of CEOs from eight 
leading public company auditing firms and the American 
Institute of CPAs, as well as three independent members 
from outside the public company auditing profession. 

Fornelli serves on the Advisory Board of the Ira M. 
Millstein Center for Global Markets and Corporate 
Ownership, the Securities and Exchange Commission 
Historical Society’s Board of Trustees, the Audit & 
Risk Oversight Committee Advisory Council of the 

National Association of Corporate Directors (NACD), the 
Accounting and Auditing Committee of the International 
Corporate Governance Network, and the Markets 
Advisory Council of the Council of Institutional Investors. 
She previously served on the NACD’s 2010 Blue Ribbon 
Commission on the Audit Committee and 2009 Blue 
Ribbon Commission on Risk Governance. 

In 2016, Fornelli was named for the eighth time to the 
NACD Directorship list of the 100 most influential people 
in corporate governance. Additionally, she has appeared 
for 10 consecutive years on Accounting Today’s roster of 
the Top 100 Most Influential People.  

Prior to becoming the CAQ’s Executive Director, Fornelli 
was the Regulatory and Conflicts Management Executive 
at Bank of America. In that role, she was responsible for 
managing enterprise-wide conflicts that potentially could 
arise from the bank’s delivery of multiple products and 
services across several business divisions, particularly as 
these conflicts related to securities regulation. Fornelli also 
had responsibility for coordinating enterprise regulatory 
relations with securities and banking regulators. 

Before joining Bank of America, Fornelli was Deputy 
Director of the Division of Investment Management of 
the U.S. Securities and Exchange Commission (SEC), 
where she was responsible for implementing SEC policy, 
rules, and regulations in the investment company and 
investment advisory industries. Fornelli is a graduate of 
Purdue University and received her J.D. at The George 
Washington University. A former securities lawyer, she 
is a member of the District of Columbia Bar and the 
American Bar Association. ■

DANIEL L. GOELZER
Senior Counsel, Baker & McKenzie 
LLP; Former Acting Chair of the 
PCAOB

Daniel L. Goelzer is a Washington, 
D.C.-based senior counsel in 
the Firm’s Banking, Finance and 
Major Projects group. He became a Partner in 1990, 
after seven years as General Counsel of the Securities 
and Exchange Commission. In 2002, Mr. Goelzer was 
appointed by the SEC as a founding member of the 
Public Company Accounting Oversight Board, the body 
responsible for oversight and regulation of independent 
auditors of U.S. public companies and securities broker-
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dealers. He served as Acting PCAOB Chairman from 
August 2009 through January 2011, leaving the Board 
upon conclusion of his term in 2012. He returned to Baker 
& McKenzie in late 2012. Mr. Goelzer retired as a Partner 
at the end of 2015 and now serves as Senior Counsel.

Mr. Goelzer has authored numerous articles concerning 
federal securities law topics. He currently prepares 
a monthly newsletter, Audit Committee and Auditor 
Oversight Update. Mr. Goelzer serves on the Securities 
Law Executive Committee with the Federal Bar 
Association, committee member on Federal Regulations 
of Securities for the American Bar Association, a member 
of the American Institute of Certified Public Accountants, 
and board member for the National Capital Area Chapter 
of the National Association of Corporate Directors. 

Mr. Goelzer received his Bachelor of Business 
Administration and J.D. from the University of Wisconsin, 
and received his LL.M. from George Washington 
University. ■

KEITH HIGGINS
Former Director, Division of 
Corporation and Finance, 
U.S. Securities and Exchange 
Commission 

Keith Higgins served as Director 
of the Securities and Exchange 
Commission’s Division of Corporation Finance from 
May 2013 through January 6, 2016. In that role, he 
led the Division’s rulemaking efforts under the Dodd 
Frank Act and the Jobs Act and its efforts to make the 
SEC disclosure regime more effective for investors and 
companies. 

Prior to joining the SEC, Mr. Higgins served as a Partner 
in the Boston office of Ropes & Gray LLP. In that position, 
he advised public companies about securities offerings, 
mergers and acquisitions, compliance, and corporate 
governance, and advised underwriters in initial public 
offerings and other public equity offerings. He has been 
a frequent writer and lecturer on securities law, executive 
compensation, and corporate governance, and is a past 
Chair of the Federal Regulation of Securities Committee 
of the American Bar Association.

Mr. Higgins holds a B.A. from Florida State University 
(Phi Beta Kappa) and received his M.A. from the 

University of Virginia. He graduated summa cum laude 
from Boston University School of Law and clerked for 
the Honorable Herbert P. Wilkins in the Supreme Judicial 
Court of Massachusetts. ■

MICHELE J. HOOPER
President and CEO, The Directors’ 
Council; Former Governing Board 
Member, CAQ
 
Michele J. Hooper is President 
and CEO of The Directors’ 
Council which specializes in board 
advisory services.  With over 25 years of corporate 
board experience, Ms. Hooper is an audit committee 
financial expert with significant experience chairing the 
audit committees of several global companies, a highly 
regarded governance expert and business leader. Ms. 
Hooper is President of the NACD Chicago Chapter and 
has been a commissioner on the 2004 through the 2015 
NACD Blue Ribbon Commissions on governance. Ms. 
Hooper has served on the boards of the Center for Audit 
Quality, co-chairing the CAQ working group focused on 
deterring and detecting financial reporting fraud, as well 
as on the Board of the NACD.  

Ms. Hooper previously served as President and CEO of 
Stadtlander Drug Company, Inc. Before that, she was 
Corporate Vice President of Caremark International Inc., 
and President of the International Business Group. She 
has held various senior executive positions at Baxter 
International, including President of Baxter Canada.

Ms. Hooper holds a Bachelor of Arts in Economics from 
the University of Pennsylvania and a Master of Business 
Administration from the University of Chicago. ■

ROBERT J. (BOB) KUEPPERS
Vice Chairman & Deputy CEO 
(Retired), Deloitte LLP

Bob Kueppers retired from Deloitte 
LLP in 2015 after 39 years, having 
been a senior partner of the US 
firm. He is a Regulatory and 
Corporate Governance expert with significant experience 
in Washington DC having led or overseen Regulatory 
activities, Government Affairs, and Public Policy for 
Deloitte.  During his tenure at Deloitte, Kueppers worked 
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extensively with the audit committees of many Deloitte 
audit clients, particularly as Advisory Partner on: The 
Dow Chemical Company, General Motors Company, The 
Boeing Company and Best Buy Inc.  

For the past 30 years he has been recognized as a 
leader in the accounting profession and has chaired 
profession-wide organizations, committees, task 
forces, and working groups dealing with seminal issues 
impacting the profession. He is a frequent speaker and 
accomplished writer on matters affecting the auditing 
profession. He was instrumental, along with many 
others, in the formation of the Center for Audit Quality in 
Washington. 

In 2009, 2012, 2013, and 2014 Mr. Kueppers was 
recognized by the National Association of Corporate 
Directors (NACD) Directorship magazine as one of the 
top 100 influential professionals in corporate governance 
and in the boardroom. Mr. Kueppers is an active member 
of the National Association of Corporate Directors 
(NACD), the Committee for Economic Development and 
other organizations. ■

EDWARD E. NUSBAUM
CEO, Grant Thornton International 
Ltd; Former Governing Board 
Member, CAQ

Edward Nusbaum is Global 
CEO of Grant Thornton, a global 
accounting organization with more 
than 40,000 people in 130 countries. Ed is responsible 
for global leadership and management, including the 
implementation and execution of the global strategy. He 
leads the global leadership team, which assists him in 
the day-to-day management of the organization, and also 
chairs Grant Thornton’s Strategy Committee and is a 
member of its Board of governors.

Due to his leadership in high profile professional and 
policy setting groups, Ed was appointed to the Financial 
Accounting Foundation (FAF) Board of Trustees. Ed is 
also a member of the Global CEO Committee, which 
consists of the CEOs of the six largest accounting 
organizations.

Since 2010, Ed has also served on the International 
Integrated Reporting Committee (IIRC). The IIRC’s 
mission is to create a globally accepted integrated 

reporting framework which brings together financial, 
environmental, social, and governance information in a 
clear, concise, consistent and comparable format. Ed has 
also previously served on the Governing Board for the 
Center for Audit Quality.

As an AICPA member, Ed served on their Talent Task 
Force Steering Committee, a think tank composed of 
representatives from seven accounting firms who shared 
strategies for retaining talent in the accounting profession. 
He also served the AICPA on their SEC Practice Section 
Executive Committee, Professional Issues Task Force, 
and Auditing Standards Board (ASB).

Ed received his Bachelor of Science degree in Business 
Administration, summa cum laude, from The Ohio 
State University, and his Master of Science degree in 
Management from Purdue University. Ed is a Certified 
Public Accountant in Illinois and is the recipient of the 
Elijah Watts Sells Award. ■

MARK W. OLSON
Chairman, Treliant Risk Advisors; 
Former Chair, PCAOB

Mark Olson’s distinguished career 
in financial services has spanned 
over 40 years, including top-level 
executive positions in the public 
and private sectors. Mark joined Treliant Risk Advisors 
after three years as Chairman of the Public Company 
Accounting Oversight Board, five years as a member 
of the Federal Reserve Board of Governors and the 
Federal Open Market Committee, and after serving as 
Staff Director of the Securities Subcommittee of the U.S. 
Senate Committee on Banking, Housing, and Urban 
Affairs. Mark is also a past President of the American 
Bankers Association. Mark spent more than a decade as 
a Partner with Ernst & Young LLP (formerly Arthur Young 
& Company), where he became National Director of the 
financial services Regulatory Consulting Practice. 

Mark began his career at First Bank System (now U.S. 
Bancorp) after which he served in Washington, D.C. as 
Legislative Director in the office of Congressman Bill 
Frenzel (R-MN). In 1976, he was named President and 
CEO of Security State Bank, a Minnesota community 
institution founded by his father. He served as President 
and CEO of Security State Bank until joining Ernst & 
Young in 1988. 
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In addition to his Treliant responsibilities, Mark is a 
member of Ernst & Young’s Global Advisory Board, the 
University of Maryland Advisory Board for Financial 
Policy, and the Economic Club of Minnesota. 
 
Mark holds a B.A. in Economics from Saint Olaf College 
in Minnesota, and was named a Distinguished Alumnus in 
2003. ■

HARVEY L. PITT
CEO and Managing Director, 
Kalorama Partners; Former Chair, 
SEC

Harvey L. Pitt is the Founder, Chief 
Executive Officer, and a Managing 
Director of the global business 
consulting firm, Kalorama Partners, LLC, and its law 
firm affiliate, Kalorama Legal Services, PLLC. Prior to 
founding the Kalorama firms in 2003, Mr. Pitt served as 
the twenty-sixth Chairman of the U. S. Securities and 
Exchange Commission. In that role, from 2001 until 
2003, Mr. Pitt was responsible, among other things, for 
overseeing the SEC’s response to the market disruptions 
resulting from the terrorist attacks of 9/11, for creating the 
SEC’s “real time enforcement” program, and for leading 
the Commission’s unanimous adoption of dozens of 
rules in response to the corporate and accounting crises 
generated by the excesses of the 1990s. 

For nearly a quarter of a century before becoming SEC 
Chairman, Mr. Pitt was a Senior Corporate Partner of 
Fried, Frank LLP, an international law firm, and served 
as Co-Chair of the firm (1998-2001). He was a founding 
Trustee and first President of the SEC Historical Society. 

Mr. Pitt is currently a Director and Audit Committee 
member of Premier Alliance Group, Inc., a public 
professional services company focused on business, 
energy and technology advisory, and consulting services. 
He is also a Director, as well as the Chairman, of the 
Audit and Compensation Committees of GWU Medical 
Faculty Associates, Inc., an IRC 501(c)(3) not-for-profit 
corporation that provides comprehensive medical care to 
residents of the greater Washington, D.C. metropolitan 
area. He also serves on the Board of Directors and Audit 
Committee of the offshore funds of Paulson & Co., and 
its affiliates. In 2011, Mr. Pitt received the William O. 
Douglas Award, conferred annually by the Association of 
Securities and Exchange Commission Alumni, Inc. to an 

SEC alumnus who has contributed to the development 
of the federal securities laws or served the financial and 
SEC community with distinction.

Former Chairman Pitt received a J.D. degree from St. 
John’s University School of Law, and his B.A. degree 
from the City University of New York (Brooklyn College). 
He was awarded an honorary LL.D. degree by St. John’s 
University, and received the Brooklyn College President’s 
Medal of Distinction. He co-authored a three volume 
comprehensive treatise on financial services regulation, 
entitled The Law of Financial Services, and has published 
numerous scholarly articles and monographs on a wide 
variety of economic, regulatory, and legal subjects. ■

JEAN ROGERS
CEO and Founder, Sustainability 
and Accounting Standards Board

Dr. Jean Rogers is the CEO and 
Founder of the Sustainability 
Accounting Standards Board 
(SASB). Since 2010, SASB 
developed from an idea formulated in collaboration 
with the Harvard University Initiative for Responsible 
Investment at the Kennedy School of Government into 
a globally-respected, ANSI-accredited, independent 
standards-setting organization.
 
Jean draws upon her 20 years’ experience in 
sustainability and management consulting across a 
wide range of industries, including utilities, extractives, 
financials, and real estate. She has worked with 
international clients to integrate sustainability into 
strategy and operations, minimizing risk and maximizing 
returns across the triple bottom line. Jean’s leadership 
experience includes 10 years as a Principal at 
Arup, a global engineering consultancy focused on 
sustainable development. Jean was also a Management 
Consultant at Deloitte, working in the environmental 
and manufacturing practices to help leading companies 
improve business and product performance through 
sustainability.
 
Jean is a former Loeb Fellow at Harvard University 
and holds a Ph.D. in Environmental Engineering 
from the Illinois Institute of Technology, and an M.E. 
in Environmental Engineering and a B.E. in Civil 
Engineering from Manhattan College. In 2015, she was 
named one of the Most Powerful Women in Accounting 
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by CPA Practice Advisor, and in 2015 and 2016, she 
was named one of the Top 100 Most Influential People in 
Accounting by Accounting Today. ■

MARY L. SCHAPIRO
Audit Committee Chair, General 
Electric; Former Chair, CFTC, 
FINRA, and SEC; Governing Board 
Member, CAQ

Mary Schapiro’s service as the 
29th Chairman of the United States 
Securities and Exchange Commission (SEC) culminated 
decades of regulatory leadership. She was the first 
woman to serve as SEC Chairman, and the only person 
to have served as Chairman of both the SEC and the 
Commodity Futures Trading Commission (CFTC). During 
her four years as Chairman, Ms. Schapiro presided 
over one of the busiest rule-making agendas in the 
SEC’s history, during which the agency also executed 
a comprehensive restructuring program to improve 
protections for investors and aggressive enforcement of 
the federal securities laws. 

Before becoming SEC Chairman, Ms. Schapiro served 
as CEO of the Financial Industry Regulatory Authority, 
Inc. (FINRA), the largest non-governmental regulator of 
securities firms. Earlier, she was Chairman of the CFTC 
(1994-1996); a Commissioner of the SEC (1988-1994); 
and General Counsel of the Futures Industry Association. 
Currently, she serves as Vice Chairman of the Advisory 
Board of Promontory Financial Group.

Ms. Schapiro is a member of the Boards of Directors of 
General Electric Company, the London Stock Exchange 
Group, and Mitre Corp. In addition, she serves as a 
member of the Governing Board of the Center for Audit 
Quality, a Trustee of Franklin and Marshall College, and a 
member of the Board of the Washington Animal Rescue 
League. She is Vice Chairman of the Sustainability 
Accounting Standards Board and a member of the CFA 
Institute Future of Finance Advisory Committee. She also 
previously served on the Boards of Kraft Foods and Duke 
Energy. 

Ms. Schapiro holds a B.A. from Franklin & Marshall 
College and a J.D. from George Washington University. ■

JAMES S. TURLEY
Audit Committee Chair, Citi 
and Emerson Electric; Former 
Governing Board Chair, CAQ

James S. Turley is the former 
Chairman and Chief Executive 
Officer of Ernst & Young, a global 
professional services firm comprising of 200,000 people 
in 140 countries. He led the firm from 2001 until his 
retirement in June, 2013. Mr. Turley joined Ernst & Young 
in 1977 and held various positions there until being 
named Regional Managing Partner for the Upper Midwest 
in 1994, and for New York in 1998. He was named 
Deputy Chairman in 2000 and Chairman in 2001. 

Mr. Turley holds an undergraduate degree and a Master’s 
in Accounting from Rice University. He serves on the 
National Board of Directors of the Boy Scouts of America 
and finished his term as a member of the Board of 
Trustees for Rice University in 2015. He also is the Chair 
of Theatre Forward and serves on the Committee for 
Economic Development. He was on the board of Catalyst 
from 2001-2013, serving as its Chair from 2009-2013, 
and until his retirement was a member of the Business 
Roundtable and IBLAC (International Business Leaders 
Advisory Council for the Mayor of Shanghai), and was 
Co-Chair of Russia’s Foreign Investment Advisory 
Council. He also chaired the Governing Board of the 
Center for Audit Quality from 2007-2011. 

Mr. Turley currently serves on several corporate boards 
representing diverse sectors of the global economy and 
which have a variety of financing and capital needs. 
These include Emerson Electric Company (a leading 
global manufacturer), Northrop Grumman (a leading 
aerospace, defense and cyber company), Intrexon 
Corporation (an early stage synthetic biology company), 
Kohler Company (the leading kitchen, bath, and power 
generation company), and Citigroup (a global financial 
leader). ■
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In the spring of 2000, the dot-com bubble burst, 
leading to the bankruptcies of once high-flying 
companies. Fraud and accounting scandals also 

helped bring about the failure of companies considered 
blue chip and high-ranking executives from some of 
those companies would eventually be imprisoned. 

These events, along with a spike in corporate earnings 
restatements, shook financial markets and investor 
confidence in them. The NASDAQ Composite Index, 
for example, dropped 78 percent from the spring of 
2000 to the fall of 2002. 

The policy response was equally intense. As noted 
by the Securities and Exchange Commission (SEC) 
Historical Society, a “groundswell of support” drove 
the reform of corporate governance standards and the 
passage of the Sarbanes-Oxley Act of 2002 (SOX). 
The vote counts for the legislation were extraordinary: 
99-0 in the U.S. Senate, and 423-3 in the House of 
Representatives. President George W. Bush signed 
SOX into law on July 30, 2002, and implementation 
proceeded relatively quickly thereafter.

SOX: The Basics

At the broadest level, SOX was designed to increase 
the reliability of financial reporting and to improve audit 
quality. It worked towards these goals in several ways.

Greater executive accountability: Under SOX 
provisions, chief executives and chief financial officers 
must certify financial reports.

Independent audit committees: The law required 
that public companies have audit committees that are 
independent of management and that exercise direct 
oversight over financial reporting. It also made audit 
committees, not management, responsible for hiring, 
compensating, and overseeing the external auditor.

Enhanced auditor independence: SOX contained 
rules related to the timing of lead engagement partner 
rotation, as well as the prohibition on certain non-audit 
services to audit clients.

The PCAOB: SOX provided a new framework of 
oversight of public company audits through the 
establishment of the Public Company Accounting 
Oversight Board (PCAOB), which not only sets 

standards for public company auditing firms, but also 
has inspection and enforcement authority.

Embracing Change

Leaders in public company auditing embraced change. 
“Change is necessary, and we intend to be full 
partners in driving meaningful and purposeful change,” 
wrote American Institute of CPAs (AICPA) Chairman 
William F. Ezzell, then a partner at Deloitte & Touche, 
in December 2002. “We will give the PCAOB our 

Bringing Together 
Different Points of View
As the CAQ’s first Executive Director, Cindy 
Fornelli brought the new organization wide-
ranging legal, regulatory, and business 
experience. The daughter of a steel mill 
foreman, Fornelli grew up in the suburbs of 
Kansas City, Missouri. After law school, she 
worked in the corporate securities practice of 
Fried, Frank, Farris, Shriver & Jacobson. She 
later represented investment advisors at the 
Washington office of Dechert, Price & Rhoads. 
Her boss, Paul Roye, soon depended on her 
as “a go-getter and a can-do lawyer.” In 1998 
Roye was named Director of the Division of 
Investment Management at the SEC and a year 
later he persuaded Fornelli to join him as senior 
advisor. She became Deputy Director in 2001 
and helped to implement a sweeping set of 
rules changes designed to reform the mutual 
fund industry in the wake of late trading and 
market timing scandals. In 2004, Fornelli joined 
the Bank of America, where she became senior 
vice president responsible for regulatory and 
conflicts management. In that capacity, she set 
up a bank-wide conflicts of interest program. 
“I learned a lot about how to bring together 
different points of view,” she later remarked, 
“and that’s the most important time to talk—
when you don’t necessarily agree.”
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dedicated assistance and support in all its aspects and 
dimensions,” Ezzell added. 

Two years later, James S. Turley—who served as 
Global Chairman of EY until 2013, as well as the 
Center for Audit Quality’s first Governing Board Chair—
told Congress: “While nobody likes to be inspected by 
their regulator, I truly believe that Ernst & Young and 
the entire profession will be the better for it.”

In light of the recent developments and changes 
stemming from the Sarbanes-Oxley Act, the AICPA’s 
Board voted in 2005 to create the Public Company 

Auditors’ Forum, comprised of the AICPA and large 
audit firms. It was envisioned that the Forum would 
be an autonomous organization affiliated with the 
AICPA. In contrast with the AICPA—whose hundreds 
of thousands of members practice across business 
and industry, public practice, government, education, 
and consulting—the Forum would be a public 
policy entity focused exclusively on public company 
auditing. 

Two years later, with Executive Director Cindy Fornelli 
at the helm, this fledgling organization took flight as 
the Center for Audit Quality.

Top left: President George W. Bush signs the Sarbanes-Oxley Act. Top right: CAQ Executive Director Cindy Fornelli brought 
the organization wide-ranging legal, regulatory, and business experience. Middle right: The PCAOB, composed of four Board 
Members and Chairman William J. McDonough (seated, left), began its regulatory work in 2003. Bottom right: James S. 
Turley, who began his career with Ernst & Young in 1977, was instrumental in founding and shaping the CAQ. 
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During its first two years, the CAQ spoke in a 
measured and disciplined voice. It also began 
by listening, in an earnest attempt to better 

understand the needs and concerns of the public 
company auditing profession and the public. 

Making a First Impression

An early challenge for the CAQ was establishing the 
nascent organization in the mind of policymakers, 
the public, and other stakeholders. A July 30, 2007, 
event commemorating the fifth anniversary of the 
signing of Sarbanes-Oxley went a long way in doing 
just that. 

Both the CAQ staff and members of its Governing 
Board worked hard to draw a standout crowd to the 
event, which took place at the National Press Club and 
was broadcast live on C-Span. The impressive guest 
list included the framers of the legislation, as well 
as current and former chairmen of the SEC and the 
PCAOB. 

The event came at a time when many voices 
were raised in protest of the implementation of the 
Sarbanes-Oxley Act, particularly Section 404, which 
covered internal control over financial reporting. 
During his remarks, Congressman Michael Oxley 
called for a sense of perspective. “Let’s try to 
remember how bad it really was. During that period 
our markets lost $8 trillion in market cap. That is four 
times the GDP of France,” he noted. When asked 
if financial markets were better off, SEC Chairman 
Christopher Cox voiced his agreement. “There is 
absolutely no question,” Cox said, “and I think most 
people in the investor community would agree.” The 
speakers confirmed that the steps taken after passage 
of the Sarbanes-Oxley Act were less reactionary than 
responsive—and that included the creation of the 
CAQ. 

The fifth anniversary SOX event was notable for 
two reasons. First, as noted by Barry Melancon, 
AICPA Chairman and CEO and member of the CAQ 
Governing Board, “It was an opportunity to show 
that the public company auditing profession was not 
adversarial in this evolution in any way.” Second, 
the CAQ’s ability to stage a high profile event that 
attracted high-level participants helped reinforce the 
organization’s value.

Taking the Temperature

By the time the dignitaries at the National Press Club 
spoke, the CAQ had begun a listening campaign. 
The Public Dialogue Tour began in Denver on April 
26, 2007 and made subsequent stops in Charlotte, 
Minneapolis, and Seattle. By the end of the year 
the tour had reached New York, Chicago, Boston, 
and San Francisco. In each city, the CAQ brought 
together investors, academics, corporate executives, 
policymakers, and regulators. The tour gave the public 
the opportunity to voice concerns, but also brought to 
light important information about how the consumers 

Top: The CAQ’s event to commemorate the fifth anniversary 
of the Sarbanes-Oxley Act featured the bill’s champions, 
Michael Oxley and Paul Sarbanes, in a discussion 
moderated by Mark Beasley. Bottom: Barry Melancon, 
AICPA President and CEO, serves on the CAQ Governing 
Board.
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of audited financial reports believed that the public 
company auditing profession could keep up with 
changing circumstances. Conversations revealed 
that while investors had heightened expectations for 
the profession, what they really sought was not more 
information but better information. They wanted the 
public company auditing profession to make greater 
use of technology to distribute financial information 
effectively. It became abundantly clear that investors 
considered public company auditors to be their allies—
and they expected them to help find fraud.

The 10-city tour came to a conclusion in July 2008 with 
a capstone event held at the National Press Club and 
moderated by Terence Smith of The News Hour with 

Jim Lehrer. In the end, the Public Dialogue Tour had 
attracted more than 500 formal participants and many 
more informal contributors. But the CAQ’s strategy 
remained to listen whenever possible and lead 
whenever necessary.

Weighing in on the State of 
Public Company Auditing

Opportunity for the latter arose on May 17, 2007, when 
Treasury Secretary Henry Paulson issued a press 
release announcing the formation of a new committee—
The Advisory Committee on the Auditing Profession 

Participants engage in discussion as part of the CAQ’s “Public Dialogue Tour” in Boston.
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(ACAP)—to look into the “sustainability of a strong and 
vibrant public company auditing profession.” 

The CAQ and its public company auditing member 
firms welcomed the opportunity to engage on 
important issues they faced with the variety of 
stakeholders on the ACAP, and readied themselves 
for the task ahead, which was both stimulating, and a 
bit daunting. Notably, CAQ energies were consumed 
by the task of collecting and processing information 
from the public company auditing profession in a form 
that ACAP could use without violating confidentiality. 
This was far more than a “data dump,” recalled ACAP 

member and former SEC official Alan Beller. “It was 
material that was specifically responsive to things that 
the committee really needed.” 

The CAQ also convened five working groups to cover 
ACAP topics of study: Human Capital, Governance 
and Transparency, Concentration and Competition, 
Value Proposition, and Litigation. A steering committee 
composed of Fornelli, Deloitte Deputy CEO and lead 
Regulatory Partner Robert Kueppers, and the chairs 
of each working group pulled the findings together. 
In May of 2008, Fornelli and Kueppers asked BKD 
managing partner Neal Spencer to host two webinars 

Top: Alan Beller, a partner at Cleary Gottlieb Steen & 
Hamilton LLP, served on the U.S. Treasury Advisory 
Committee on the Auditing Profession. Middle: Deloitte’s 
Robert Kueppers helped coordinate the activities of the CAQ’s 
many committees and task forces. Bottom: Lynn Paine.

“A Worthy Experiment”
Harvard Business School professor Lynn Paine 
knew little beyond the basics of auditing and 
was intrigued when she first learned about the 
CAQ, but she harbored healthy skepticism of 
an organization that could easily become a 
public relations outlet. Still, talks with the audit 
firm CEOs and particularly the commitment to 
having public members, which she considered 
a “worthy experiment,” convinced her to join 
the Governing Board. The only problem was 
that Paine had arranged to spend the fall and 
winter of 2007 on a research trip in the Far 
East. To Fornelli, the distance mattered little—
“You can just call in from China.”

That turned out to be a worthy experiment 
as well, or at least an unusual one. Due to 
the 12-hour time difference Paine fielded the 
call from a serviced apartment on the 19th 
floor of Shanghai’s Tomorrow Square from 
10:00 p.m. to 2:00 a.m. “I can see it now,” 
remembered Paine. “I’m sitting there at 10:00 
p.m. at night looking out over the endless 
flow of traffic lighting up Shanghai’s maze 
of elevated highways and listening to these 
voices that I don’t know, since I’d never been 
to a meeting.” This surreal introduction to 
the Governing Board nevertheless reinforced 
Paine’s commitment to the CAQ.
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Top left: In its final report, ACAP made 31 recommendations grouped into three broad topics: human capital, firm structure 
and finances, and concentration and competition. Bottom left: The CAQ forged relationships with a number of influential 
professional groups as indicated by this jointly signed letter to Congress. Top right: KPMG’s National Managing Partner - Audit 
Quality and Professional Practice, and Chair of the CAQ’s Professional Practice Executive Committee, Sam Ranzilla (center) 
helped lead development of a number of the CAQ’s positions, including an early white paper on fair value. Bottom right: Cindy 
Fornelli testifies before the U.S. House Subcommittee on Capital Markets, Insurance and Government Sponsored Enterprises.
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that briefed the CAQ’s smaller members on the draft 
recommendations. In addition to the work of the CAQ, 
the firms also contributed a great deal to the effort, 
including valuable testimony from several firm CEOs.

On October 6, 2008, the Treasury Advisory Committee 
issued its final report. The CAQ applauded many of 
the recommendations, some of which would serve as 
springboards for future efforts—ideas like the creation 
of a national center for fraud prevention and detection, 
and the identification of audit quality indicators. 

Speaking Out for Fair Value

By the time the ACAP report came out, Lehman 
Brothers had collapsed, dragging the financial crisis of 
2008 to a new low. As the financial crisis deepened, 
many bankers and other financial industry leaders, 
contending with reduced valuations of key assets held 
by their institutions, began to ask for suspension of 
an accounting method known as “fair value” or “mark-
to-market” accounting. Under fair value accounting, 
securities and other financial instruments are valued 
according to current market conditions, rather than the 
value at which they were acquired or their anticipated 
future values. 

The debate provided an opportunity for the CAQ 
to speak on behalf of the public company auditing 
profession. Fornelli began defending fair value 
accounting in interviews and articles in mid-2007. As 
tension mounted, Sam Ranzilla, KPMG’s National 
Managing Partner - Audit Quality and Professional 
Practice, and Chair of the CAQ’s Professional 
Practice Executive Committee, led the CAQ effort to 
respond more directly to the crisis. His committee of 
technical experts developed a series of white papers 
that addressed issues raised by the crisis, including 
accounting for underwriting loan commitments, 
consolidation of commercial paper conduits, and 
fair value. In a very brief time, the team drew up the 
documents and vetted them with the SEC. “We wanted 
it to be credible in the face of a market that was roiled 
at the time,” recalled Kueppers.

Three brief white papers, the first on fair value, went 
out to a group of banks and financial institutions 
in September 2007 and within a month had been 
circulated to the general public. “This put companies 
on notice that the Big Four accounting firms, along 

with the SEC, had taken a common stand on these 
complex accounting questions,” noted the Wall Street 
Journal.

In September 2008, the CAQ sent a letter to members 
of Congress stating that suspending fair value was “not 
in the best interest of investors or the capital markets.” 
Within days, the CAQ released a joint statement with 
the Council of Institutional Investors (CII) and the 
CFA Institute, which represented analysts, insisting 
that suspending fair value “would not help solve our 
economic difficulties.” Fornelli also testified before the 
House Financial Services Committee’s Subcommittee 
on Capital Markets, Insurance and Government 
Sponsored Enterprises.

Signs of Progress

Fornelli’s March 2009 testimony was effective in 
part because she was a layperson. She instinctively 
stuck to the “big picture” issues that resonated 
with legislators. However, under political pressure, 
FASB implemented new rules that granted financial 
institutions greater latitude in valuing assets. 

Perhaps more important than the outcome, at least 
for the CAQ, was the fact that the public company 
auditing profession had rallied together to serve not 
simply as an advocate for the profession alone but 
rather as an effective voice for all proponents of quality 
accounting and auditing, investors included. Its role 
in the fair value debate, said Turley, “proved the value 
that we had seen in forming the CAQ.” 

During the CAQ’s first two years, the Treasury 
Advisory Committee and the fair value accounting 
issue consumed a great deal of time and energy. 
Yet despite challenges, progress was also evident 
during this period. As the CAQ built up its staff and 
capabilities, the organization was becoming a credible 
voice and a point of contact for staff at the SEC and 
PCAOB. It had, as the Wall Street Journal observed, 
emerged as the voice for the public company auditing 
profession, and one that was afforded respect 
precisely because it had not rushed headlong into the 
fray. In one sense, then, this period that challenged 
the CAQ to listen a lot and lead a little gave the CAQ 
time to coalesce and grow stronger to find new ways 
to work with and serve its public company auditing 
membership.
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After two challenging years, marked largely 
by response to external events, the CAQ 
Governing Board saw a pivot point. “We decided 

that it was important to actually step back after the first 
couple of years of tactical build-and-survival mode and 
really decide what we wanted to be when we grew up,” 
said Turley.  

A new vision statement developed by the Governing 
Board at a strategic retreat named three specific 
avenues the CAQ would pursue to accomplish that 
goal: fostering excellence in public company auditor 
performance; collaborating with other stakeholders 
to advance critical issues; and advocating policies 
and standards that promote auditor objectivity, 
effectiveness, and responsiveness. 

Furthering Research

Take avenue one. It is a commonplace in western 
culture that excellence in any pursuit comes from the 
right mix of intellectual study and practical application. 

Margot Cella joined the team in 2007 to direct the 
CAQ’s research program, developing an initiative 
determined to bring academics and auditors together. 
One step was the reconstitution, in 2008, of the 
Research Advisory Board (RAB), a group formed 
previously by the four largest auditing firms. Under the 
auspices of the CAQ, the RAB would unite both parties 
in an effort to identify independent research projects 
that the CAQ should fund. 

Ira Solomon, then the head of the Department of 
Accountancy at the University of Illinois (and now the 
Dean of Tulane’s Freeman School of Business), was 
among the RAB academics. He had worked at Peat 
Marwick before joining academia and understood the 
challenges from both sides. Not only were the firms 
not “getting the opportunity to benefit from the smart 
people in the universities,” but the academics were also 
at a disadvantage, particularly young researchers who 
could access neither data, beyond what was publicly 
available, nor public company auditors themselves. 

For a time, the Governing Board debated whether 
it should commission research or fund independent 
projects; it opted for the latter in early 2009. The RAB 
put out a request for proposals to study audit quality, 
professional judgment, professional skepticism, or the 

value of the public company audit. It selected five of 
the 49 submissions it received and awarded nearly 
$130,000 in total funding. Still, it was clear the public 
company auditing profession could do more to address 
the gap between professionals and academics. 

The opportunity arose in August 2009, when the CAQ 
organized, and one of the Governing Board firms 
hosted, a symposium entitled “Audit Practice Meets 
Audit Research.” Held just prior to the American 
Accounting Association’s annual meeting in New York 
City, the event encouraged senior audit partners and 
professors to engage in conversation. It soon became 
clear that at heart, the barrier to collaboration existed 
because the audit firms tended to consider university-
based research too theoretical and unlikely to make 
a difference in the day-to-day audit. Professors, in 
turn, perceived a lack of practitioner support for their 
research efforts. The symposium’s presentations, 

Top: The CAQ Governing Board meets at a strategic retreat. 
Bottom: Governing Board members David Scudder, Charles 
Allen, and Barry Salzberg work through the issues at the 
2009 retreat.
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breakout sessions, and informal interactions made 
an impression on all participants but especially on 
the RAB members. The fruitful symposium became 
an annual event, and moving forward the RAB 
benefitted from what Solomon called “a very healthy 
and appropriate respect for what each can bring to the 
table.” 

Indeed, unexpected but welcome congruities became 
commonplace—partners and professors, for instance, 
tended to agree completely about which proposals to 
fund. 

The RAB quickly became not only the CAQ’s research 
and grant-making arm, but also a means of once 
again attracting the best and the brightest to auditing 
research. Whenever possible the RAB gave extra 
consideration to younger researchers and helped 
recipients gain entrée with the firms that could 
provide the access to audit staff that was necessary 
to complete data collection protocols. Indeed, said 
Solomon, “for most accounting faculty, the real 
currency here is access.” 

Educating and Informing

Another cornerstone of the effort to foster public 
company auditor excellence was, and continues to 
be, communications. The CAQ’s monthly newsletter, 
circulated regularly from the outset, reached 
thousands of subscribers by early 2011, and the 
CAQ continued to issue a steady stream of alerts 
to keep practitioners informed of new regulatory or 
standards developments. Throughout the recession, 
the vast majority of these alerts covered the remedial 
legislation moving through Congress. 

These highly specialized alerts stood in stark contrast 
to the more generalized Guide to Public Company 
Auditing, published in the spring of 2009 as an 
introduction and overview designed to gently refresh, 
or even educate anew, market participants. 

Although CAQ staff got the word out, the firms’ 
technical experts and others on the cutting edge 
of auditing practice still produced a majority of the 
content published by the CAQ: the Professional 
Practice Executive Committee sharing best practices, 
and the SEC Regulations Committee identifying 
emerging issues. Meanwhile, newer committees took 
shape, including a Smaller Firm Task Force, created 
to provide a forum for smaller CAQ member firms to 
express views, deliberate issues, and identify technical 
and regulatory matters involving smaller firm audit 
practice before the SEC and the PCAOB.

Contending with a Complex 
and Evolving Policy Landscape 

As regulators, lawmakers, and market participants were 
heavily focused on responses to the recent financial 

Above: The success of the 2009 CAQ Symposium 
compelled the CAQ to make it an annual event. Each 
year, panelists and attendees explore themes relevant to 
practitioners and academics alike.
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Top: Cindy Fornelli and EY’s James S. Turley pose with the CAQ’s first grant recipients in 2009. Research topics included fair 
value and professional skepticism. Bottom left: Senior Director of Research Margot Cella oversees the CAQ’s engagement 
with academia. Bottom middle: Tulane University’s Ira Solomon brought decades of professional and academic experience 
to the CAQ’s Research Advisory Board. Bottom right: CAQ grant recipient Tammie Rech, of the University of South Carolina, 
speaks at the 2011 CAQ Symposium.



26

crisis, a new issue arose for the public company 
auditing profession. The very existence of the PCAOB 
itself came into question. In the late 2000s, a group 
called the Free Enterprise Fund brought suit in federal 
court, charging that the PCAOB was unconstitutional 
because, as created, it was two levels removed 
from executive oversight—its officers could only be 
dismissed for cause by SEC officers, who could only be 
dismissed for cause by the president. In 2009, the U.S. 
Supreme Court heard oral arguments in Free Enterprise 
Fund v. PCAOB. The CAQ, in an effort to provide the 
Court with important contextual information, submitted 
an amicus brief on behalf of the public company 
auditing profession that described the PCAOB’s 
regulatory function and demonstrated that investor 
confidence had improved since the Board’s creation. 

The specifics were hard to contest, and the plaintiffs 
hoped that the verdict would strike down the PCAOB 
entirely, but in June 2010 the Court opted to decide the 
case on very narrow terms. The provision that PCAOB 

members could only be removed for cause had to go, 
but the PCAOB remained. “We’re pleased the Court 
made it clear the PCAOB could continue to function,” 
Fornelli told the Wall Street Journal, “It’s important for 
investors.” 

The CAQ had to tread lightly as it engaged in these 
contentious and tangled issues. In the Supreme Court 
fight, noted PwC Global Chairman Robert E. Moritz, 
who joined the CAQ Governing Board upon becoming 
the U.S. firm’s CEO in June 2009, “we had to walk 
a very fine line” to support the regulator—without 
appearing too friendly. Similarly, sensitive issues 
surfaced when Congress, this time responding to 
pressure from “small business” advocates, began to 
look into relaxing a key provision of Sarbanes-Oxley. 

There was not much grumbling in corporate suites 
during the boom years of the mid-2000s, but when 
there was, it was likely about “404.” Section 404 of 
the Sarbanes-Oxley Act required all public companies 

Top: The CAQ’s Professional Practice Executive Committee, shown here in 2011, does much of the heavy lifting related to 
technical and regulatory matters. Bottom left: In 2009, the CAQ weighed in as the future of the PCAOB lay in the hands of the 
Supreme Court. Bottom right: PwC CEO Robert E. Moritz succeeded EY’s James S. Turley as chair of the CAQ Governing 
Board in 2011.
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to assess internal control over financial reporting and 
make representations regarding its effectiveness. It 
also mandated that independent auditors evaluate 
management’s representations regarding the 
effectiveness of their controls. This provided two 
grounds for grumbles. First, corporate management 
had to divert resources towards testing the design 
and operating effectiveness of a long-required set 
of controls. Second, they had to pay auditors for an 
additional service. 

Skepticism about 404 was not entirely without 
merit. For one thing, corporate officers bent on 
systematic fraud could presumably override these 
controls. Less legitimate, however, was the claim 
that smaller companies should not have to comply 
with 404(b), which relates to the auditor’s evaluation 
of the company’s internal controls. More than half of 
financial restatements were usually made by smaller 
companies, indicating an equal, it not, greater need for 
internal controls.

Unfortunately, the latter charge gained traction early 
on and soon the SEC had postponed compliance 
for smaller companies. Not surprisingly, in the wake 
of the financial crisis, proposals to make these 

postponements permanent went into the legislative 
hopper on the grounds that relieving the 404(b) burden 
would promote economic recovery.

For its part, the AICPA consistently urged 
implementation of Section 404(b) for all publicly held 
companies, noting that “Section 404(b) has led to 
improved financial reporting and greater transparency.” 
The CAQ added its voice as well, submitting a letter to 
both the House and Senate in 2009 urging no further 
delay in full implementation of 404(b) for all public 
companies. In November, it mobilized its increasingly 
responsive stakeholder network and sent Congress 
another letter signed jointly by the CAQ, the CII, the 
Investment Company Institute, and the Chamber of 
Commerce. 

By 2010, however, the problem took a turn from delay to 
exemption when Congress floated the idea of statutorily 
excluding public companies with less than $75 million 
in public float from the provisions of 404(b). A flurry of 
letter writing ensued. In April the CAQ, along with the 
CFA Institute and the CII, wrote to the Senate Banking 
Committee. In May, letters went to Senate majority and 
minority leaders. And in June a letter went to the House 
and Senate conferees. When the Wall Street Reform 

In the Matrix: Research 
Methodologies
What kinds of research topics do scholars of 
accounting explore? Topics of interest include 
financial accounting, management accounting, 
tax, and the audit. But one of the most intriguing 
variables in their work is methodology. “Think of it 
as a matrix, with rows and columns,” says Tulane 
University’s Ira Solomon. Each row represents a 
potential topic, while the columns represent the 
research methods that can be applied to each 
topic. One methodology is analytical research, 
which tests theories through mathematical 
modeling. “For example,” Solomon notes, “how 
should we allocate materiality when there are 
multiple locations at which the audit is being 

done?” Other studies rely upon archival research, 
in which scholars use objective data sets (such as 
SEC filings) to test hypotheses. 

The experiment is a third methodological option. 
“So how does somebody exercise professional 
skepticism? You want to understand the judgment 
process,” says Solomon. “That typically is done 
through a behavioral experiment.” In the name 
of furthering research of this nature, the CAQ, 
along with the American Accounting Association, 
established the Access to Audit Personnel 
Program in January 2013, making test subjects 
from CAQ member firms available for such 
experiments. Since creating its Research Advisory 
Board the CAQ has funded research that falls in 
a variety of the research matrix’s methodology 
boxes, but not surprisingly tends to stay in the 
“audit” row.
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and Consumer Protection Act (Dodd-Frank) was signed 
into law on July 21, 2010, however, Congress had 
not only approved the $75 million exemption, but also 
instructed the SEC to study ways to “relieve the burden” 
on $75 to $250 million companies. 

Fighting Fraud

Experience had given CAQ public Governing Board 
Member Michele Hooper unparalleled insight into 
the complexities of corporate governance. As she 
climbed to the top of the healthcare industry, Hooper 
picked up CPA credentials just “to understand how the 
numbers are put together.” She ended up on the audit 
committee of a Fortune 100 company, which ultimately 
launched her 20-year career as a professional board 
member and resulted in her founding of The Directors’ 
Council, a group that identifies and places female and 
minority directors.

That experience, and what she had heard at the 
CAQ’s public dialogue sessions, convinced Hooper 
that every link in the financial reporting supply chain, 
including management, internal auditors, and the audit 

committee, had a role to play in the deterrence and 
detection of fraud. “The audit firms are at the end of the 
process,” she noted. “You really have to put quality into 
the financial reporting at every step along the way.” 

The Anti-Fraud Initiative began with a series of 
roundtables with a creative twist. Instead of meeting 
separately with particular types of stakeholders to 
focus on specific issues, the CAQ put everyone 
in the same room, “to have that multi-stakeholder 
dialogue as opposed to doing it in silos,” said 
Fornelli. 

The 2009 events began in San Francisco in April, moved 
to New York and Chicago in May, stopped in Washington 
in June, and wrapped up in London in September. The 
sessions included corporate executives, audit committee 
chairs and members, internal auditors, current and 
former senior regulatory officials, investors, analysts, 
external audit partners, forensic auditors, former 
fraudsters, law enforcement, academics, and media, 
more than 100 participants in all.

The CAQ took the next year to pull together its findings 
and to conduct further research. The effort focused 

Deep Roots: Donald 
Cressey and the Fraud 
Triangle
A strong point of emphasis in the CAQ’s 
early fraud work was its confirmation of the 
importance of “the fraud triangle.” The concept 
had new urgency but deep roots. It had first 
appeared in sociologist and criminal justice 
expert Dr. Donald Cressey’s 1953 book, Other 
Peoples’ Money: A Study in the Social Psychology 
of Embezzlement. Why, Cressey asked, would 
someone in a position of trust, often after years 
of faithful service, violate that trust? After doing 
research in case files and conducting interviews 
with convicted embezzlers, Cressey developed a 
clear, coherent answer.

First, Cressey discovered, fraud happened when 
people found themselves in a seemingly insoluble 
financial situation: faced with the need to meet 
performance objectives, maintain a high standard 
of living, or simply keep a job. Second, fraudsters 
recognized the opportunity to embezzle, 
exploiting a loose accounting system or a 
complex financial transaction. Finally, those who 
violated a relationship of trust were inevitably able 
to rationalize it in advance—deciding, for example, 
that their actions might preserve their own or 
someone else’s job, or perhaps even pull their 
company through a temporary crisis that would 
otherwise destroy it.

It was Cressey’s insight that ultimately enabled 
the CAQ, through the Anti-Fraud Collaboration, 
to develop criteria—aimed at building a “Fraud-
Resistant Organization”—that can help remove the 
conditions that allow the fraud triangle to flourish.
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on the three conditions inherent in the “fraud triangle”: 
pressure (for personal gain, to meet short-term goals 
or to hide bad news); opportunity (provided by a weak 
corporate culture or controls); and ability to rationalize 
the fraud. The strongest mitigating factors were: “tone 
at the top” (a strong ethical culture); a questioning or 
skeptical mindset among all participants in the financial 
reporting supply chain; and strong communication 
among financial reporting supply chain partners. 
These findings were laid out in Deterring and Detecting 
Financial Reporting Fraud—A Platform for Action, which 
Fornelli called “our most important work to date.” 

A key finding in Deterring and Detecting Financial 
Reporting Fraud underscored the importance of 
effective communication between the preparers, 
internal auditors, external auditors, and audit 
committee members who comprised the four key 
participants in the supply chain. But that prompted 
a question: why not engage their representative 
groups? That, Hooper recalled, was the “ah ha 
moment.” Financial Executives International (FEI), 
The Institute of Internal Auditors (The IIA), and the 
National Association of Corporate Directors (NACD) 
all committed fully to joining the CAQ and the public 
company auditing profession in taking up the task and 
moving it forward. The CAQ announced the result in its 
October 2, 2010, publication Deterring and Detecting 
Fraud. An ambitious new entity, the Anti-Fraud 
Collaboration, was born.  

In Deterring and Detecting Financial Reporting Fraud, this pyramid graphic illustrates the shared responsibility for mitigating 
financial reporting fraud.

Top: Michele Hooper, one of the Governing Board’s first 
public members, brought new perspectives and experiences 
to the CAQ. Bottom: Anti-fraud roundtables like the one 
pictured here were first steps in what ultimately became a 
long-lasting CAQ initiative.
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In April 2011, Fornelli testified at a hearing on “The 
Role of the Accounting Profession in Preventing 
Another Crisis” before a subcommittee of the Senate 

Committee on Banking, Housing, and Urban Affairs. 
While most agreed that the recent financial crisis could 
not be attributed to auditing lapses, Fornelli noted in 
her testimony that “auditors, like all participants in the 
capital markets, do have a responsibility to examine 
the lessons learned to see what more they can do to 
protect investors.” 

In the 2010s, the CAQ upheld this responsibility 
through its efforts to reevaluate the role of the public 
company auditing profession, take a hard look at the 
auditor’s reporting model, strengthen its research 
function, and steadily extend its network and influence. 

The Public Company Auditing 
Profession of the Future

Congressional interest had something to do with 
a newly invigorated regulator. Corporate lawyer 
and former SEC general counsel James R. Doty 
had represented the PCAOB in its Supreme Court 
challenge and became its chairman in early 2011. 
Doty’s determination to shift the PCAOB into high 
gear resulted in the April 2011 hearing. As the PCAOB 

put it, “Many investors were left wondering whether 
auditors could have done more during the recent crisis 
to highlight risks in our financial system.” 

In early 2011 the CAQ was asking the same question. 
The PCAOB took a keen interest in revisiting the 
auditor’s reporting model, while at the same time 
the CAQ Governing Board believed an appropriate 
step would be to take a broader look at the future 
health and mission of the public company auditing 
profession. Did the role of the public company 
auditor need to evolve? By the time Fornelli told 
Congress that “our hope is that these discussions will 
expose stakeholders to these potentially paradigm-
changing issues, encourage hard thinking around 
the cost/benefits of various proposals, whether 
they might require modification to current standards 
and regulatory frameworks, and hopefully to find 
consensus,” exploration of such profession-wide 
changes was already underway. 

The Evolving Role of the Auditor initiative began in 
Dallas early in 2011 and had made stops in New 
York, San Francisco, Chicago, and Toronto by the 
fall. During each session the CAQ asked investors, 
preparers, audit committee members, and others 
to reflect on the possibility of expanding the public 
company auditor’s role beyond the financial statement. 
What more could the public company auditing 

Left: Cindy Fornelli testifies before a subcommittee of the U.S. Senate Committee on Banking, Housing, and Urban Affairs. 
Right: James R. Doty became the PCAOB’s chairman in 2011.
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profession do to help investors understand financial 
risks? To answer this question, the CAQ brought 
together market participants with diverse perspectives. 
When former SEC official and securities lawyer Alan 
Beller received his invitation, he warned the CAQ that 
he would probably not see eye to eye with members of 
the public company auditing profession. But that was 
precisely the point. “We want to know what you think,” 
CAQ staff assured Beller. 

One item up for discussion during the sessions was 
the possibility that the traditional audit report, with 
its “pass/fail” assessment of management’s financial 
reporting, might be too limited. The roundtable 
results, released in the September 2011 publication 
Observations on the Role of the Auditor – A Summary 
of Stakeholder Discussions, revealed that most 
participants believed that the traditional audit report 
remained important and that “pass/fail” should remain 
in place, even if it were to evolve to include additional 
information. And if the audit itself was to evolve, those 
who supported “additional auditor assurance” services 
on matters beyond financial statements tempered 
their positions with caveats about cost and the need 
for the regulatory framework to keep pace with any 
such expansion. Participants also shared the public 

company auditing profession’s position that a basic 
limitation should guide all future changes—in no case 
should the public company auditor be the original 
source of information about a company. 

In a March 2012 workshop with 30 participants that 
included investors and buy-side analysts, the CAQ 
synthesized the results of the roundtables. The 
subsequent summary echoed the earlier findings, 
concluding that although disclosures beyond those 
required by Generally Accepted Accounting Principles 
would be valuable, it was imperative that management 
prepare and furnish all original information. Continuity 
won the day. Once again the consensus confirmed 
that the role of the public company auditor, as currently 
defined, remained relevant and no great departure was 
desirable. In retrospect, Fornelli noted, the CAQ may 
have broached the subject too soon. When just a few 
years later “big data” began to transform all information-
centric professions, the public company audit seemed 
likely to follow. “It will come back,” she predicted. 

If, for the time being, it seemed wise to leave the 
essential features of the public company auditor’s 
overall role in place, the PCAOB was raising questions 
around the potential for a more specific change. 

The CAQ’s Evolving Role of the Auditor roundtables were held across North America and explored the audit of the future.



33

Throughout the 20th century, whenever the subject 
of change to the audit arose, the idea of requiring 
public companies to rotate audit firms on a periodic 
basis followed. The framers of Sarbanes-Oxley had 
flirted with the idea of mandatory firm rotation, but had 
instead required other measures, including tightening 
the requirement for specific audit partners to cycle out 
at five years, rather than seven. 

Mandatory rotation was pitched as a “common sense” 
solution, on the premise that the longer an audit 
firm and corporation worked together, the cozier 
the relationship would become. But there was little 
evidence in support of this hypothesis. Nevertheless, 
in August 2011 the PCAOB issued a concept release 
seeking comment on the concept of mandatory 
firm rotation. A flood of nearly 700 comment letters 
followed, most negative and many from the audit 
committees responsible for overseeing, retaining, and 
compensating the independent audit firms.

When the CAQ and the Governing Board CEOs 
attended a public meeting on the subject in March 
2012, they spoke with one voice. Fornelli, firm 
CEOs, and many others urged the PCAOB to 
heed the warnings and suggestions voiced in the 
comment letters and to look for more demonstrably 
effective ways to further promote independence and 
skepticism among internal and external auditors as 
well as audit committees. Ultimately the PCAOB 
removed the item from its agenda, but another three 
years would pass before it had abandoned the audit 
firm rotation idea. 

Strengthening the Public 
Company Auditing Profession 
and the CAQ

In some respects, the Evolving Role of the Auditor 
project was an extension of the CAQ’s now formidable 
research program. The third annual CAQ Symposium 
in 2011, once again organized by the Research 
Advisory Board and sponsored by one of the firms, 
focused on the subject. That same year, CAQ funded 
research made it into a peer-reviewed journal for 
the first time when University of Georgia Associate 
Professor Jacqueline Hammersley’s article, “A Review 
and Model of Auditor Judgment in Fraud-Related 
Planning Tasks,” appeared in Auditing: A Journal of 

Top: Participants at the CAQ’s “Evolving Role of the Auditor” 
roundtables. Middle: University of Georgia Associate 
Professor Jacqueline Hammersley appears in a CAQ video. 
Bottom: In 2010, Lynn Paine became the Governing Board 
liaison to the CAQ’s research program.
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Practice and Theory. Throughout the early 2010s, 
the RAB continued to fund and encourage young 
academics. As Paine put it, “the goal is to fund useful 
research that helps audit academics get promoted, so 
there will be more professors who are knowledgeable 
about practice to teach future auditors.” Recently 
promoted herself, Hammersley was a natural choice 
for the RAB to feature in a video tutorial on identifying 
research questions and crafting effective proposals. By 
the end of 2015, the RAB had funded 28 projects, six 
of which also went on to be published in peer-reviewed 
journals. 

Although the focus on newer researchers never 
wavered, the CAQ did consider other shifts of 
emphasis. Keenly aware that CAQ programs 
succeeded best when they had a strong advocate 
on the Governing Board, in late 2010 Fornelli asked 
Paine to become the research program’s formal 
liaison. Soon after she got involved, Paine recalled, 
“We decided we were going to explore rethinking 
the whole research strategy.” The RAB considered 
sponsoring specific research projects rather than only 
independently generated ones and contemplated 
a sweeping expansion of the research program, 
but cost precluded the latter and concerns about 
perceptions of objectivity discouraged the former. The 
group opted instead to develop an existing strength 
more fully. 

From the start, the RAB had endeavored to serve as 
a liaison between firms and behavioral researchers 
in requiring cooperation from audit practitioners, but 
it was always a tough sell. In the end, researchers 
usually had to pitch their projects directly to specific 
firms. This troubled the RAB, Paine, and Fornelli, 
and as they thought about expanding the research 
program, finding a way to provide better access rose 
to the top of the academic agenda.

In January 2013 the CAQ, in collaboration with 
the Auditing Section of the American Accounting 
Association, announced its solution, the Access to 
Audit Personnel Program. The program created a 
formal mechanism by which behavioral researchers, 
either doctoral students or tenure-track professors, 
could gain access to public company audit firm staff. 
(The program was expanded to tenured faculty for 
2017.) The effort quickly proved worthwhile—the 
four projects the CAQ supported in 2014 benefitted 
from the participation of some 580 audit personnel. 

The initiative helped cement the public company 
auditing profession’s already strong reputation for 
encouraging academic research in auditing. In the 
words of Chris Agoglia, Chairman of the Department 
of Accountancy at the University of Massachusetts 
School of Management, “it’s a big ask of those 
professionals, and it’s not always easy to get all of 
the participation that we need. Through [the Access 
to Audit Personnel] program, everything is taken care 
of.” 

While the RAB channeled resources toward the 
development of a strong body of academic research in 
auditing, the CAQ worked to build up its own reserve 
of expertise. The organization had long depended 
entirely on the firms for the kind of expertise required 
to guide complex initiatives from start to finish. But a 
growing emphasis on proactivity motivated the CAQ to 
bring additional expertise in-house. 

The CAQ addressed the task of staffing the 
Professional Practice group with engaged and up-
to-date audit practitioners. The organization did not 
have the resources to support a sizeable staff, and 
even if they did, the challenge of keeping its members 
informed and involved would remain. The solution 
came in the form of a compromise, the Professional 
Practice Fellow. Selection to the prestigious program 
gave senior auditors the opportunity to not only work 
in Washington, but also to engage at the highest policy 
levels with CEOs, technical experts, and regulators 
with whom they would not otherwise interact. For that 
reason, volunteers did not apply—the firms instead 
selected their best and brightest to take advantage 
of the opportunity. As Fornelli put it, “the firms are 
committed to giving us high caliber people and we give 
that individual a view of the entire policy side of the 
profession.”

Lengthening the Chain 

In the early 2010s, the Governing Board undertook 
two initiatives that deliberately reached beyond 
regulators to others vested in the public company 
audit, lengthening the chain of CAQ engagement. 
Investors are, of course, the reason both public 
company auditors and regulators exist, yet in its early 
years—with the exception of its annual Main Street 
Investor Survey—the CAQ had focused primarily on 
serving institutional investors. In early 2011, however, 
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the organization turned its attention towards the 
general public. A significant step was the April 2011 
release of an ambitious series of animated “film noir”-
inspired videos intended to show retail investors 
how audit quality is maintained. The first installment, 
“The System of Investor Protection,” appeared on 
the CAQ’s website and on YouTube in October 2011. 
New installments in a similar style, “The Financial 
Statement Audit” and “The Audit Committee,” debuted 
in 2012.  

These initiatives furthered the CAQ’s efforts to 
counter unrealistic and widely-held views about 
the public company auditor’s ability to detect fraud. 
These videos, as Fornelli put it, did “more to educate 
investors and narrow this gap.” They are also a go-to 
classroom resource for many academics.

The CAQ doubled its efforts along this line with the 
May 2011 publication of the In-Depth Guide to Public 

Company Auditing, a supplement to the earlier-
released Introductory Guide to Public Company 
Auditing that covered the external audit process. A 
Guide to PCAOB Inspections, released in October 
2012, promoted better public understanding of the role 
and function of the audit regulator.

These public-facing projects resulted in the production 
and availability of important basic resources, but did 
not rise to the level of a sustained, ongoing program. 
In sharp contrast, the CAQ’s work to reach audit 
committees was always intended to culminate in a 
more sustained partnership. There was good reason 
for this. Audit committees have oversight responsibility 
for the external auditor. Involving audit committee 
members helps to facilitate robust and important 
discussions.

The CAQ, working in conjunction with several 
partners, first developed an auditor assessment 

Left: For 10 years, the CAQ’s “Main Street Investor Survey” has shed light on investor confidence in U.S. and global markets. 
Top right: “Ledger Lines,” a fictional external auditor, narrates the CAQ’s educational “System of Investor Protection” videos. 
Bottom right: A 2015 CAQ video promoted the Audit Committee Collaboration’s Enhancing the Audit Committee: A Call to 
Action.
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tool. Entitled Audit Committee Annual Evaluation 
of the External Auditor, the resource helped audit 
committees evaluate public company audit firms. 
In January 2012 the CAQ joined with its partners—
the Association of Audit Committee Members, Inc., 
Corporate Board Member, the Independent Directors 
Council, the Mutual Fund Directors Forum, the 
National Association of Corporate Directors, and 
corporate governance advocate Tapestry Networks—
to release the evaluation tool. By the end of the year 
it had become the most downloaded resource on the 
Tapestry Networks website. By then the CAQ had 
also developed an additional “practice aid” for audit 
committees.

The CAQ and its members advanced this initiative 
further with the creation of the formal “Audit Committee 
Collaboration” in November of 2013, announced 
simultaneously with the release of Enhancing the 
Audit Committee Report: A Call to Action. The report 
detailed the economic forces driving the need for a 
more responsive audit process and encouraged audit 
committees to introduce more transparency into their 
procedures. At the same time, the CAQ launched an 
Audit Committee Collaboration website, forged even 
deeper connections with the Federation of European 
Accountants and Australian Institute of Chartered 
Accountants, and held roundtables in Brussels, Hong 
Kong, and New York City. At all of these venues 
attendees stressed the importance of transparency 
and the value of educating stakeholders about the role 
of the audit committee. 

The Audit Committee Collaboration kept the 
conversation going through 2014 with “Call to Action” 
events, roundtables, and webcasts. In December, 
the CAQ, working with research provider Audit 
Analytics, released the Audit Committee Transparency 
Barometer, which reported the promising finding that 
companies across the spectrum usually disclosed 
more information about audit committee functions 
than required. A late 2015 follow-up revealed that 
over the course of the year one-fourth of all S&P 
500 companies had provided additional information 
regarding the considerations that guided audit 
committees’ audit firm selection processes. The 
discussion continued into 2016 with a panel on “The 
Audit Committee of the Future” at the University of 
Delaware’s John L. Weinberg Center for Corporate 
Governance and the release of the third edition of 
the Barometer in November. The 2016 edition of the The CAQ Governing Board deliberates.
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Audit Committee Transparency Barometer released 
in November 2016 revealed double-digit growth 
since 2014 in the percentage of S&P 500 companies 
disclosing information on key areas of external auditor 
oversight, including auditor appointment and audit 
partner rotation.

Rethinking the Auditor’s 
Reporting Model

As these efforts took place, the PCAOB pondered 
requiring additional information from public company 
audit firms. Like audit firm rotation, the idea of 
introducing substantial changes to the auditor’s 
reporting model had been in the air for years but had 
only recently gained momentum when auditors in the 
United Kingdom and Europe began to experiment with 
the concept. 

At face value, the idea was not overly complex—why 
should public company auditors confine themselves 
to a simple pass/fail report on their evaluation of 
management’s financial report? Perhaps auditors 
could supplement their reports with disclosure of 
judgments made during the audit process. As Beller 
saw it, this idea sprung from the assumption that 
auditors did not report everything they knew simply 
because the current auditor’s reporting model did not 
provide for it.

The PCAOB conducted extensive research and 
developed a number of recommendations. Auditors, it 
suggested, could provide an “Auditor’s Discussion and 
Analysis” analogous to the “Management Discussion 
and Analysis” that was the cornerstone of the 
corporate report, or offer assurance about additional 
information not covered in the financial statement. In 
June 2011 the PCAOB circulated a concept release 
proposing these and other changes to the auditors 
reporting model.

The CAQ Governing Board developed a multilateral 
response to the PCAOB proposals. Some of the 
recommendations made sense. The CAQ agreed, for 
instance, with the PCAOB’s suggestion that public 
company auditors could clarify language commonly 
employed, such as “reasonable assurance, auditor 
independence, and management’s responsibility.” 
Regarding other matters, the public company auditing 

profession had concerns about some of the concepts 
outlined in the PCAOB’s release. It seemed possible, 
for instance, that the contemplated changes would 
only muddy the waters for investors and potentially 
widen, rather than narrow, the so-called “expectations 
gap.” 

Of greatest concern, however, was the possibility that 
auditors might face the added responsibility of exploring 
essential facts about corporations in an “auditor’s 
discussion and analysis.” Empowering public company 
auditors to provide “independent” analysis, while 
reasonable in theory, would force them into a general 
corporate oversight role, crossing the very clear line 
between the functions of management and the functions 
of the auditor. The public company auditing profession’s 
position was straightforward—the line between 
management and auditors should not be crossed—and 
it would not so long as all original information came from 
management. The auditor’s discussion and analysis 
simply did not meet this standard.

Consensus may not have emerged from this back and 
forth, but something perhaps even more important 
did. The public company auditing profession and the 
PCAOB demonstrated the ability to come together 
and agree upon the value of identifying a set of 
“critical audit matters” (known as CAMs). Both parties 
agreed that this was a “watershed moment” but also 
acknowledged that coming up with a set of clear, 
non-redundant CAMs would be difficult. The CAQ 
suggested conducting a field test for that purpose, 
and, in 2014, undertook one through the efforts of its 
member firms. Firms of various sizes took part in the 
collaborative field test, and their responses made the 
complexity of the project amply clear. Some auditors 
identified up to 100 CAMs.

As in other matters, the CAQ member firms did not 
reach an easy and obvious position regarding the 
outcome of the field test, and instead put a great 
deal of time and energy into finding a strong, shared 
stance. The process of developing CAMs, the CAQ 
Board felt certain, would be arduous but worthwhile. 
“The one thing we were definitely aligned about was to 
provide some more qualitative commentary about the 
baseline audit and the critical audit matters that were 
part of it,” noted Moritz. Even more fundamentally, 
Fornelli pointed out, “We as a profession are very 
supportive of an expanded auditor’s report. It just has 
to be done right.” 



A  
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By the early 2010s the CAQ was broadening its 
reach, adapting to address new issues and meet 
evolving needs.

Collaborating to Fight Fraud

There is no better example of this than the Anti-Fraud 
Collaboration, the CAQ initiative that blossomed after 
it garnered the cooperation of the FEI, The IIA, and the 
NACD in the fall of 2010. The next year, the CAQ and 
FEI conducted a comprehensive series of roundtables 
on fraud deterrence and detection. FEI chapter 
members engaged expert panels of chief financial 
officers, auditors, and audit committee members for the 
events, held in Chicago, Boston, Dallas, San Francisco, 
Atlanta, Los Angeles, New York, and Denver. 

The findings, published in Financial Executive 
magazine in November 2011, underscored the 
significance of the financial executive. Participants 
considered frauds committed by high-level managers 
much more damaging than those perpetrated by lower-
level managers, and identified the ability of financial 
executives to override controls as the “Achilles heel” 
of detection programs. The Collaboration took this 
into account later that month when it published its first 

deterrence and detection tool, a “Fraud Literacy Quiz” 
for auditors, directors, and managers.

If that initiative emphasized awareness, the next 
step, taken in 2012, emphasized attitude, namely 
the importance of skepticism in detecting fraud. 
The challenge remained of how to constructively 
cultivate professional skepticism. To this end, the 
NACD developed, and Hooper moderated, a series of 
webinars that featured public company auditors, audit 
committee members, financial executives, and internal 
auditors covering subjects such as the “Etiquette 
and Ethics of Skepticism.” The tools and webinars 
were a good place to start, but the members of the 
Collaboration also helped to develop a set of teaching 
tools that would have broader applicability, perhaps 
briefs drawn from “real world” cases. Drawing upon 
her academic experience, Paine recommended a 
more methodical approach. She identified colleagues 
at Harvard to consult with the members of the 
Collaboration to develop a formal case study, based 
on the Harvard Business School model, in which 
a trained instructor guides students through a fact 
pattern surrounding fraud at a fictitious company.

The Hollate Manufacturing Case Study, released 
in March 2013, involved a “company with an 

Anti-Fraud Collaboration case studies have become a popular instructional tool. Here, Harvard Business School Associate 
Professor Karthik Ramanna presents a case study fact pattern.
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Top left: Anti-Fraud Collaboration Webcast: SEC Investigations – Are There Benefits to Cooperation and Self-Reporting?” 
Bottom left: The CAQ’s Audit Quality Indicators initiative included a series of roundtables, such as the 2015 New York City 
event pictured here. Right: PwC auditor Natalie Protze received the CAQ’s coveted Professional Practice fellowship in 2012.

environment in which financial reporting fraud could 
flourish.” Knowing that effective case studies required 
effective instructors, and leaving nothing to chance, 
Paine’s Harvard colleagues also developed for the 
CAQ a “video tutorial” to train the trainers. By the 
end of the year, Hollate Manufacturing had made its 
debut at member firms, at the annual meeting of the 
National Association of State Boards of Accountancy, 
The IIA’s Conference, and Georgia State University. 
Its success led to the development of two more 
case studies released in February 2014 and July 
2015, respectively. Carolina Wilderness Outfitters 
highlighted when and how to conduct an internal 
investigation, while Kendallville Bank focused on 
skepticism.  

In the meantime, the Collaboration continued along 
more conventional routes as well. A new website, 
AntiFraudCollaboration.org, debuted in early 2013 
and became home to the many resources the 
group developed during the coming months. These 
included a series of webcasts and the November 
2014 publication The Fraud-Resistant Organization: 
Tools, Traits, and Techniques to Deter and Detect 
Financial Reporting Fraud. Fornelli took pride in the 

fact that all of these assets were readily available to 
the public free of charge—with one exception. At the 
request of college professors using them for classroom 
assignments, users had to register before obtaining 
the case study teaching guides, but they are still free 
of charge. 

The first of the CAQ’s notable proactive initiatives, the 
Collaboration had by this time gained the momentum 
required to endure even after the departure of its chief 
advocate and liaison. As Hooper, who retired from 
the Governing Board at the close of 2016, put it, “it 
will continue to be a priority for the CAQ and they’ll 
continue to build upon the body of work that we’ve 
developed.” 

Measuring Audit Quality

While the Anti-Fraud Collaboration spreads 
awareness, a second ambitious and proactive 
program took a deep dive into the public company 
audit itself. What elements are key to the performance 
of a quality audit? Do they change over time 
or circumstance? The public company auditing 



41

profession set about identifying, clarifying, and even 
quantifying these all-important questions that in years 
past had often been left to the judgment of an audit 
committee.

The Audit Quality Indicators (AQI) initiative had its 
roots in a commonsense observation—the idea 
that in order to improve audit quality you had to 
be able to define it. This had also been among the 
Treasury Advisory Committee’s recommendations 
overshadowed by the gathering gloom of the financial 
crisis. In the aftermath, however, the need to define 
audit quality—or factors that contributed to it—became 
increasingly evident to academics and regulators, 
particularly the PCAOB. By 2012, recalled former CAQ 
Chairman Moritz, “We knew that there was probably 
going to be something coming on audit quality, so our 
discussion at the boardroom was why not get ahead of 
that one critical work stream?”

Internal drivers paired with these external pressures 
to propel the initiative forward. While it remained just 
as easy to criticize public company auditors as ever, 
those close to the public company auditing profession 
realized that the audit was improving, and that 
documenting not just that improvement—but also the 
contributors to it—could yield critical insight. As Paine 
remembered, “the notion that it would be helpful to 
have an evidentiary basis for evaluating audit quality, 
and reporting on it, and tracking it was the original 
instinct behind the effort.” Whatever the genesis, the 
public company auditing profession decided to put its 
full weight behind what Moritz realized “would be a 
multiple-year effort.” 

Grant Thornton CEO Stephen Chipman served as 
board liaison as the AQI initiative took shape. The 
CAQ convened a variety of stakeholders, this time 
by means of a Stakeholder Advisory Panel, to clarify 
the issues. It took time to work through the questions 
raised by such a broad topic, but participants like 
Anne Sheehan, the Director of Corporate Governance 
of the California State Teachers’ Retirement System, 
were nonetheless impressed that the public company 
auditing profession had “got the key individuals who 
are the users of these involved in the discussion and 
had an iterative developmental process to come to a 
consensus on some of the quality indicators that we 
all need.” The group determined that the AQI project 
should focus on the audit engagement and on the 
auditor/audit committee relationship.

Others began weighing in. The PCAOB put AQIs on 
its priority list in November 2012 and the International 
Auditing and Assurance Standards Board (IAASB) 
issued a paper on the subject early in 2013. In the 
interim, Professional Practice fellow Natalie Protze, 
on loan from PwC, presented the public company 
auditing profession’s developing perspective on the 
subject at a PCAOB academic conference, which 
led to the CAQ formally supporting the PCAOB AQI 
project. 

The CAQ’s preliminary statement on the subject came 
in April 2014 with the release of Approach to Audit 
Quality Indicators. This report found that indicators 
generally fell into four categories: leadership or “tone 
at the top”; engagement team knowledge, experience, 
and workload; monitoring; and auditor reporting. 
Amid all of the study and discussion, the matter of 
practicality remained: How many indicators were 
needed? Which ones were valuable, which ones 
less helpful? The PCAOB had narrowed its original 
40 indicators down to the 28 included in a July 2015 
concept release, but had not announced any plans to 
research them further, so CAQ member firms stepped 
in to pilot test the scheme laid out in Approach to Audit 
Quality Indicators.

It was a big task, with 10 firms using the CAQ’s 
set of potential AQIs in 30 diverse types of audit 
engagements. “We learned what we sort of expected 
to learn” said Hooper, who became the project liaison 
after Chipman’s term as Grant Thornton CEO ended. 
“A lot of the elements are elements that most good 
audit committees are already using.” The pilot testing 
also indicated that a fixed list would not work—audit 
committees needed the flexibility to tailor AQIs to 
specific situations. The effort also underscored the 
earlier observation that AQIs would be of most value to 
audit committee members who alone had the contextual 
knowledge required to employ them effectively.

As the results came in, the CAQ continued to conduct 
roundtables with audit committee members from a 
wide variety of companies. Participants confirmed the 
pilot testing findings and contributed additional nuance, 
especially to the central insight that the effective 
application of AQIs would require both knowledge of 
context and flexibility in approach. In January 2016, 
the CAQ published these conclusions along with an 
overview of the process in Audit Quality Indicators: 
The Journey and Path Ahead. A new series of 
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roundtables guided by a more pointed set of questions 
followed that spring, just the latest in what promises 
to be an extended yet fruitful dialogue between public 
company auditors, regulators, investors, and audit 
committees on an essential question. 

Expanding Scope

When the CAQ released its Approach to Audit Quality 
Indicators in April 2014, the report quickly drew the 
organization and the work of its membership into the 

international spotlight—Fornelli received an invitation 
to present the findings before the International Forum 
of Independent Audit Regulators, a group founded in 
2006 that counted the PCAOB among its members. 
Requests to discuss AQIs with regulators from Australia, 
Canada, Singapore, and Turkey soon followed, and the 
CAQ continued the global momentum into the summer 
of 2015 with roundtables in London and Singapore as 
well as Chicago and New York. As a result, the CAQ’s 
January 2016 Audit Quality Indicators: The Journey 
and Path Ahead had a truly international perspective. 
Later, when the government of Singapore sought to 
implement audit quality indicators, representatives 
consulted with the CAQ and adopted many of the public 
company auditing profession’s recommendations. This 
was evidence, noted Fornelli, that “the CAQ’s member 
firms are more and more seen as a global resource.”

Involvement in broader questions of corporate 
governance had created more opportunity for the CAQ 
to engage with the International Corporate Governance 
Network (ICGN), for instance. The CAQ’s participation 
in ICGN discussions on audit committee and investor 
engagement in Madrid, London, and Boston led to the 
July 2015 release of the External Auditor Assessment 
Tool: A Reference for Audit Committees Worldwide. 
Growing visibility also resulted in inquiries to the CAQ 
from audit officials in Ecuador, Turkey, and Japan. 

It was in order to help market participants similarly 
expand their scope that in April 2014 the CAQ 
launched a new initiative, hosting luncheons at which 
they could discuss essential issues such as the health 
of capital markets, long-term investment versus short-
term profit-taking, balancing regulation and economic 
growth, and disclosure reform effectiveness. As usual, 
these regular events brought together diverse groups 
of academics, policymakers, and business leaders, 
but with one crucial difference—the “Women in Capital 
Markets” events have all-female participants. And while 
the conversations tend to focus on broad questions that 
interest all market participants regardless of gender, 
they also address often overlooked questions: Why 
do women remain underrepresented as business 
leaders? What effect does that lack of diversity have 
on corporate governance, and what can be done to 
remedy it? 

Deloitte took one notable step when in February 
2015 it named Cathy Engelbert its US CEO, making 
her the first woman to head a major audit and 

Top left: “The glass ceiling sprouted a few more cracks,” 
said the Wall Street Journal when Engelbert became 
Deloitte’s CEO. Top right: Lynne Doughtie was named 
KPMG’s first female US CEO in 2015. Bottom: Former SEC 
Chair and current CAQ Governing Board member Mary 
Schapiro speaks at a Women in Capital Markets event.
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accounting firm. The 30-year veteran and leader of 
what would be, if it were a publicly-held corporation, 
a Fortune 100 company, stepped up to become the 
CAQ Governing Board chair in October 2015. Having 
mastered decades of turmoil and transition in the audit 
profession, Engelbert was no stranger to change and 
welcomed the chance to lead the CAQ as it expanded 
its scope. “In light of ever-evolving technology and 
fast-paced developments around the globe,” she 
noted, “there are countless opportunities to move the 
profession forward.” 

A short time later KPMG tapped 30-year veteran Lynne 
Doughtie as the firm’s first female US CEO, bringing 
additional diversity to the leadership ranks of public 
company accounting.

The Public Company Auditor 
of the Future

In 2013, the Governing Board increasingly focused its 
attention on a challenge which seemed to get starker 
each day: cybersecurity. What role should auditors, 
given their special skills and responsibilities, play in a 
financial world in which transactions are increasingly 
electronic and interlinked with millions of others? 

Among the public company auditing profession’s first 
steps was to issue an alert which communicated the 

cybersecurity role of the public company auditor in the 
context of the obligation to audit financial reporting 
internal controls. 

The CAQ also began to increase its coordination on 
this issue with the AICPA, whose Assurance Services 
Executive Committee (ASEC) was hard at work 
exploring how to update the existing framework of 
attestation standards to accommodate auditor work 
in cybersecurity. The CAQ aimed to complement the 
ASEC’s work to develop practitioner guidance for 
performing examination-level attestation engagements 
related to cybersecurity by considering how best to 
convene and collaborate with other stakeholders to 
explore market needs and expectations.

Not surprisingly, cybersecurity was one of two big 
initiatives identified at the CAQ’s 2015 Governing 
Board retreat. Another new initiative coming out of 
the 2015 retreat had a long history. In its 2007 and 
2008 deliberations, the Treasury Advisory Committee 
had expressed concerns about the continued viability 
of the public company auditing profession; some 
questioned if the public company auditing profession 
could continue to attract the best and brightest. In 
2015 that question still lingered, given new urgency 
by impacts of technology, business complexity, and 
regulatory scrutiny. 

Like the CAQ’s cybersecurity work, its talent initiative 
aimed to complement work underway at the AICPA. 

Left: Professional Practice Fellow and EY Auditor Kevin Lavin (standing, right) participates in a break-out session during a 
CAQ Governing Board retreat. Right: In 2015, the Governing Board set a proactive agenda for the CAQ.
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With Engelbert as its Governing Board champion, 
the CAQ approached the question of talent on two 
primary fronts. The first emphasized that public 
company auditing is a dynamic profession that has 
changed greatly in the recent past and will be even 
further transformed in the near future. A May 2015 
session on “The Auditor of the Future,” cosponsored 
with the John L. Weinberg Center for Corporate 
Governance at the University of Delaware, took 
up this theme. Three months later, academics, 
professionals, and regulators convened at the 
Seventh Annual CAQ Symposium in Chicago to 
probe such topics as emerging technologies, “big 
data,” and cybersecurity under the rubric of “The 
Audit and Engagement Team of the Future.” Shortly 

thereafter, the CAQ launched a second initiative, 
Discover Audit, which engaged accounting professors 
and their students in discussions about the 
advantages of a career in public company auditing. 
The effort was capped by a social media blitz late in 
the year that encouraged professionals to use the 
hashtag #AuditorProud” to highlight the value and 
benefits of a career in auditing. The CAQ hosted a 
follow-up #AuditorProud blitz in September 2016.

As it focused on talent in the public company auditing 
profession, the CAQ’s leadership took a fresh look 
at its own internal operations. The entire staff joined 
together to evaluate the CAQ’s organizational culture. 
In doing so, the organization identified four core 
values—equity, collegiality, dedication, and judgment—
to guide and sustain the organization in its work on 
behalf of the public company auditing profession, 
investors, and the public for years to come.

Profession in Focus
On May 26, 2015, the CAQ launched its 
“Profession in Focus” series. Unlike most 
CAQ initiatives, which tend to focus on one 
particular topic, these videos ranged freely 
over the constellation of issues facing the 
public company audit profession. The first of 
the brief one-on-one interviews hosted by 
Cindy Fornelli, featured Cathy Engelbert, the 
new CEO of Deloitte. In a clear signal that 
the series would not stick to a single script, 
Fornelli’s next guest was Nick Land, audit 
committee chairman for the UK Corporation 
Vodafone.

In that spirit, the professionals interviewed 
over the next year ranged from accounting 
professors to regulators, from investor 
representatives to public company auditors. 
Others included Anne Sheehan of the 
California State Teachers’ Retirement System 
and Mark Cheffers of the independent research 
firm Audit Analytics. Within the space of its first 
12 months “Profession in Focus” produced 23 
separate interviews, all posted on YouTube.

Top row: The CAQ’s Discover Audit initiative emerged from 
the 2015 Governing Board retreat. Campus events in 2016 
introduced hundreds of students to public company auditing. 
Bottom: Anne Sheehan, Director of Corporate Governance 
at the California State Teachers’ Retirement System, 
discusses the importance of board diversity to investors.
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