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CAQ Public Policy and Technical Alert 
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As part of the Center for Audit Quality’s ongoing effort to keep members and stakeholders informed on 

significant public policy and accounting matters, we are pleased to offer the new CAQ Public Policy and 

Technical Alert. Each month, the CAQ Public Policy and Technical Alert will highlight and examine the 

regulatory, standard-setting, legislative, and broader financial reporting developments impacting the 

public company audit profession. Please note that this new CAQ Public Policy and Technical Alert is 

intended as general information and should not be relied upon as being definitive or all-inclusive. The 

CAQ encourages member firms to refer to the rules, standards, guidance, and other resources in their 

entirety at the hyperlinks provided below. All entities should carefully evaluate which requirements apply 

to their respective organizations. 

 

In This Issue: 
 

 SEC approves PCAOB standard on engagement partner disclosure 

 PCAOB re-proposes standard to enhance the auditor’s report 

 Highlights from the PCAOB’s May SAG meeting 

 SEC updates C&DIs 

 FASB releases new, proposed ASUs 

 IAASB compares IASs, PCAOB re-proposal on auditor’s reports 

 IOSCO issues report on audit committee oversight of auditors 

 House bills would amend SOX Section 404 

 CAQ provides views on enhancing skepticism to IAASB 

 CAQ issues new ‘Profession in Focus’ videos 

 Upcoming Events 

 

 

 

 

SEC approves PCAOB standard on engagement partner disclosure 
 

The Securities and Exchange Commission (SEC) on May 9 approved the Public Company Accounting 

Oversight Board’s (PCAOB) rules to require disclosure of the engagement partner and certain other audit 

firms participating in an audit. The rules, which the PCAOB approved in December 2015, require audit 

firms to file a new PCAOB Form AP, Auditor Reporting of Certain Audit Participants, for each audit 

report, disclosing: 

 

  The name of the engagement partner and Partner ID;  

PCAOB 
 

https://www.sec.gov/rules/pcaob/2016/34-77787.pdf
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  For other accounting firms participating in the audit for which the responsibility for the audit is not 

divided:  

 

o   5 percent or greater participation: The name, city and state (or, if outside the United States, the 

city and country) of the headquarters’ office, and, when applicable, the Firm ID, and the 

percentage of total audit hours attributable to each other accounting firm whose participation in 

the audit was at least 5 percent of total audit hours; 

 

o   Less than 5 percent participation: The number of other accounting firms that participated in the 

audit whose individual participation was less than 5 percent of total audit hours, and the aggregate 

percentage of total audit hours of such firms; and  

 

  For other accounting firms participating in the audit for which the responsibility for the audit is 

divided:  

 

o   The name, and when applicable, the Firm ID; city and state (or if outside the United States, the 

city and country) of the office of the other accounting firm that issued the other auditor’s report; 

and the magnitude of the portion of the financial statements audited by the other accounting firm.  

 

Form AP has a basic filing deadline of 35 days after the date the auditor’s report is first included in a 

document filed with the SEC, with a shorter deadline of 10 days after the auditor’s report is first included 

in a registration statement under the Securities Act of 1933 (the “Securities Act”) filed with the SEC, such 

as for an initial public offering. Firms will file Form AP through the PCAOB’s existing web-based 

Registration, Annual, and Special Reporting system. 

 

The disclosure requirement for the engagement partner is effective for auditor’s reports issued on or after 

January 31, 2017. For the disclosure of information about other audit firms participating in the audit, the 

requirement is effective for auditor’s reports issued on or after June 30, 2017. 

 

PCAOB re-proposes standard to enhance the auditor’s report 

 

The PCAOB on May 11 re-proposed for public comment the auditing standard, The Auditor’s Report on 

an Audit of Financial Statements When the Auditor Expresses an Unqualified Opinion, and related 

amendments to certain other PCAOB standards. (A Fact Sheet is also available.) The re-proposed 

standard would retain the pass/fail model of the existing auditor’s report, but would provide additional 

information in the report, such as the communication of critical audit matters (CAMs) arising from the 

audit and new elements related to auditor independence and auditor tenure. 

 

With respect to CAMs, the re-proposed standard refines the the original August 2013 proposal by: 

 

  Narrowing the source of potential CAMs to matters communicated or required to be communicated to 

the audit committee; 

  Adding a materiality component to the definition; 

  Narrowing the definition to only those matters that involved especially challenging, subjective, or 

complex auditor judgment; 

  Revising the related documentation requirement; and 

  Expanding the communication requirement to require the auditor to describe how the CAM was 

addressed in the audit. 

  

The re-proposed standard also would add to the auditor’s report: 

 

http://pcaobus.org/Rules/Rulemaking/Docket034/Release-2016-003-ARM.pdf
http://pcaobus.org/Rules/Rulemaking/Docket034/Release-2016-003-ARM.pdf
http://pcaobus.org/News/Releases/Pages/Fact-Sheet-Reproposal-Auditors-Report-051116.aspx
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  Certain standardized language, including adding a statement about the requirement for the auditor to 

be independent; and the phrase “whether due to error or fraud,” when describing the auditor’s 

responsibilities under PCAOB standards to obtain reasonable assurance about whether the financial 

statements are free of material misstatements; and 

  A statement about how long the audit firm has been the company’s auditor. 

 

The re-proposed standard does not include the 2013 provision for a new auditing standard regarding the 

auditor’s responsibilities for other information outside the financial statements. However, this topic still 

remains on the agenda for the PCAOB to consider. In addition, the re-proposed CAM requirements would 

not apply to audits of brokers and dealers reporting under the Securities Exchange Act of 1934 Rule 17a-

5; investment companies other than business development companies; or employee stock purchase, 

savings, and similar plans. 

 

The deadline for submitting comments on the re-proposed standard is August 15. 

 

Highlights from the PCAOB’s May SAG meeting 
 

The PCAOB’s Standing Advisory Group (SAG) met on May 18-19. The agenda included discussions of 

the auditor’s reporting model; current and emerging audit issues; and company performance measures and 

the auditor’s role. PCAOB Chairman James Doty and Chief Auditor Martin Baumann updated the SAG 

on Board developments and the standard-setting agenda. SAG members also received an update on the 

International Auditing and Assurance Standards Board’s (IAASB) standard-setting and interaction with 

the PCAOB. 

 

1. Auditor’s Reporting Model  

 

Deputy Chief Auditor Jennifer Rand and Associate Chief Auditor Jessica Watts provided an overview of 

the re-proposed Auditor’s Reporting Model (ARM) standard, and provided a summary of changes from 

the 2013 proposed standard to the re-proposed standard issued on May 11, 2016. 

  

  The re-proposed standard narrows the definition and sources of critical audit matters (CAMs) from 

the 2013 proposal and provides a principles-based approach to determine if a matter should be 

communicated as a CAM in the auditor’s report. The re-proposed standard also requires the 

description of the CAM in the auditor’s report to include how the CAM was addressed in the audit. If 

no CAMs were identified, the auditor would state that in the report. The re-proposed standard does 

not require CAMs in auditor reports of brokers and dealers, employee benefit plans, or investment 

company audits (with the exception of investment companies meeting the definition of business 

development companies).  

  

  Overall, SAG members were supportive and complimentary of the PCAOB’s efforts related to this 

initiative. SAG members representing the investor community suggested that materiality should be 

CAQ Point of View: 

 

CAQ Executive Director Cindy Fornelli said the CAQ is “encouraged by what we heard about narrowing the 

scope of the definition of critical audit matters to those matters communicated, or required to be 

communicated, to the audit committee, and matters that are material to the financial statements.” In its 

December 2013 comment letter, the CAQ proposed that the PCAOB streamline the auditor’s process for 

determining CAMs by leveraging the auditor’s existing required communications with the audit committee 

and focusing on the most important matters conveyed in those communications. 

 

https://pcaobus.org/News/Events/Pages/SAG-meeting-May-2016.aspx
http://www.journalofaccountancy.com/news/2016/may/pcaob-refines-auditors-reporting-model-201614421.html
http://thecaq.org/docs/resources/caqcommentletter-auditors_reporting_modelandotherinformation.pdf?sfvrsn=2
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disclosed in the auditor’s report, while other SAG members expressed concern over the ability to 

communicate the qualitative and quantitative factors considered in setting materiality clearly enough 

in the auditor’s report to be useful.  

 

  Members compared the proposed ARM standard to the IAASB, UK Financial Report Council (FRC), 

and European Union ARM standards. One member said the FRC has adopted a more risk-based 

approach to identifying key audit matters, and the communication of the matter in the auditor’s report 

also includes the results of the procedures. This member also stated that expanded auditor reporting in 

the UK requires disclosure of the benchmark used by the auditor to set materiality, adjustments made 

in the calculation, and changes from the previous year.  

 

2. Consideration of Current and Emerging Audit Issues  
 

Martin Baumann addressed the PCAOB’s new approach to the standard-setting agenda, which includes 

reaching out to thought leaders to identify potential topics to add to the research agenda. Once formalized, 

these topics will be presented to the Board with supporting conclusions as to what type of regulatory 

action is preferable: inspection focus, Staff Audit Practice Alert, or clarification through Staff speeches. 

The new approach began with an environmental scan by an inter-divisional team of PCAOB staff, who 

identified the following topics: whistleblower activity; auditor’s consideration of financial statement fraud 

and violations of Foreign Corrupt Practices Act; and communications between successor and predecessor 

auditor.  

 

SAG members also drew attention to the following current issues: 

 

  Whistleblower activity, in particular, the audit committee’s responsibilities with respect to 

whistleblowing procedures. 

 

  Application of the proposed Financial Accounting Standards Board (FASB) Accounting Standards 

Update (ASU), Notes to Financial Statements (Topic 235): Assessing Whether Disclosures Are 

Material. 

 

  Arbitration resolution clauses in auditor engagement letters that limit auditors’ liability and audit 

committees’ and investors’ ability to recover losses. 

 

  Transitions to the FASB’s new revenue recognition, leases, and credit losses (CECL model) standards 

present opportunities for the PCAOB to issue staff guidance clarifying transition methodologies and 

other areas. 

 

SAG members discussed the following emerging issues: 

 

  How does the current use of technology and data analytics (e.g., artificial intelligence) fit with the 

traditional auditing model and do current and future auditing standards inhibit or enable the use of 

emerging technological advances? What skills auditors should possess in this new environment? 

Authentication of electronic signatures, increased use of electronic work flows by companies, and 

document scanning also may elevate audit risks 

 

  The impact on auditing arising from geo-political risks; specific risks related to merger and 

acquisition activity, such as valuation and estimates; and the low oil and gas price environment and 

related issues.  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  Cybersecurity risk evaluation should include consideration of risks impacting third-parties critical to 

the company’s information system, not only a company’s own systems. 

   

3. IAASB Update and PCAOB Interaction 

  

IAASB Chairman Arnold Schilder informed the SAG that the IAASB’s and PCAOB’s standard-setting 

activities – on, e.g., the Auditor’s Reporting Model, professional skepticism, and audit quality indicators 

– overlap and that interaction between the two organizations will continue to grow.  

 

His presentation addressed how the IAASB’s work serves investors by enhancing confidence that “quality 

audit” work has been performed to a “suitable standard”; shared elements of the IAASB’s framework for 

audit quality; and covered key points in the IAASB’s current strategy and work plan, which includes 

coordination with national regulators such as the PCAOB.  

 

  The IAASB’s Invitation to Comment – Enhancing Audit Quality (ITC) includes considerations of 

professional skepticism, elements of firms’ quality control systems, and communication during the 

audit. 

 

  One area in need of a fresh look is group audits involving the work of other accounting firm 

participants.  

 

  Ongoing work includes: revisions to International Standard on Auditing (ISA) 540, Auditing 

Accounting Estimates Including Fair Value; application of ISA 315, Identifying and Assessing the 

Risks of Material Misstatement through Understanding the Entity and Its Environment; data analytics 

and the effects of technology on the audit; integrated reporting; and other topics monitored by the 

Innovation Working Group, such as corporate governance and cybersecurity.  

 

4. Company Performance Measures and the Role of the Auditor 

 

Martin Baumann introduced the topic, which includes non-GAAP measures, operating statistics, other 

industry-driven information (collectively referred to as other information) that can be used outside of 

Form 10-K in shareholder and other presentations. Under current auditing standards, the auditor must read 

other documents accompanying financial statements and consider any material inconsistencies with the 

audited financial statements, or any misstatements of facts. The PCAOB is interested in knowing what 

procedures audit committees are asking companies and auditors to perform with respect to other 

information, and what should the auditors do with the results of this work. 

 

Various SAG members shared their perspectives and set expectations for the break-out session discussion, 

including:  

 

  There was general agreement that the use of non-GAAP measures is on the rise, and many questions 

need to be addressed with respect to their disclosure, including: transparency of the calculation, 

consistency of the calculation from period to period, consistency of reporting with a company’s peers, 

and whether the system of internal controls covers disclosure of non-GAAP measures. The role of the 

PCAOB and the auditors in this process should be considered.  

 

  Investors perceive Key Performance Indicators (KPIs) as more important and relevant than GAAP 

because they move the market and serve as relevant proxies for a company’s operating performance. 

The concern is that most important measures are not scrutinized and the numbers reported in press 

releases are not evaluated by auditors.  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During the breakout sessions, SAG members worked in four groups to consider current company 

practices in developing company performance measures (including non-GAAP measures), audit 

committee over-sight of these measures, the procedures audit committees ask auditors to perform over 

this information, potential for the expansion of auditor involvement in this area, obstacles to auditor 

involvement, and unintended consequences of expanding the auditor’s role. The feedback from these 

breakouts included:  

 

  There is a potential expectation gap between the procedures auditors perform over non-GAAP 

information, and the procedures investors and others think auditors perform over this information. 

 

  The presentation of non-GAAP information is driven primarily by two sources: (1) investor demand 

for this information to better understand the company’s business and performance, and (2) the 

company’s desire to present a certain view of the company’s performance. Neither wants regulators 

or auditors to “chill” the presentation of meaningful non-GAAP information.  

 

  More research should be done to understand the various types of non-GAAP information presented by 

companies in order to further analyze the motivation and purpose for presenting that information.   

 

  There seems to be a diversity in practice when it comes to audit committee involvement with non-

GAAP information. Some audit committees have little involvement while other committees are very 

involved and ask auditors and management probing questions on the source, preparation, and use of 

non-GAAP information and the auditor’s involvement.   

 

5. Proposal on Supervision of Audits Involving Other Auditors 

 

PCAOB staff described the key provisions of the proposal, which aims to strengthen the requirements of 

existing standards for lead auditors who assume responsibility of the work performed by other auditors. 

The proposal is designed to increase the lead auditor involvement and requires the lead auditor to review 

the work of other auditors. It is intended to enhance the review of other auditors’ work papers and detect 

deficiencies. SAG members were generally supportive of the project and agreed the existing standard is 

dated and in need of modernization. 

 

Other comments by SAG members included: 

 

  The system of quality controls in place over a firm’s global network should be taken into 

consideration. PCAOB staff stated they welcome comments. The PCAOB noted that the proposal 

includes provisions to take such quality controls into consideration.   

 

  There was a discussion on the proposed criteria for determining sufficiency of participation. The 

PCAOB commented that the criteria are based on risk of material misstatement and that examples in 

the appendices are intended to assist auditors in reaching this determination. A SAG member noted 

that state requirements could have some impact on lead auditor determinations. 

  

  Research shows that an increase in responsibility of a “principal” can result in an equal and offsetting 

decrease in responsibility born by the “agent,” with a net impact of zero on quality. It was noted that 

there could be an unintended consequence of creating a disincentive for the other auditor to perform 

high quality work. 
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  Currently it is not common for audit reports to refer to another auditor and divide responsibility. The 

PCAOB agreed that this is preferable. 

 

  Mandatory firm rotation outside the U.S. could impact the lead auditor’s decision to divide 

responsibility. 

 

6. Update on PCAOB Developments 

 

Chairman Doty gave an update on current developments and focus of PCAOB oversight activities, 

including:  

 

  The PCAOB recently commenced the 2016 inspection cycle. Consistent with the 2015 cycle, the 

program will inspect 275 engagements across six firms; 160 engagements performed by non-U.S. 

affiliates of those six firms; and approximately 400 audits of smaller unaffiliated firms that are on a 

triannual inspection cycle.  

 

  The PCAOB is considering modifications to the inspection program to introduce an element of 

unpredictability into the selection process. Randomization and post-implementation reviews are 

harbingers of the new inspection process.  

 

  The broker and dealer inspection program will include inspections of 75 firms across 115 engage-

ments, which is consistent with the 2015 inspection cycle. Inspections continue to find a high level of 

independence exceptions in broker and dealer audits. The PCAOB hopes to have the final broker and 

dealer oversight rules proposed later this year.  

 

  The PCAOB is exploring methods to summarize inspection findings in a way that audit committees, 

preparers, and investors can more easily read and interpret the findings.  

 

7. Update on Standard-Setting Agenda 

 

Martin Baumann provided an update on the following projects included on the PCAOB’s standard-setting 

agenda: 

 

  Matters Related to the Auditor’s Consideration of a Company’s Ability to Continue as a Going 

Concern.  The PCAOB is performing research to consider revisions to Auditing Standard (AS) 2415 

– presently AU Sec. 341, The Auditor’s Consideration of an Entity’s Ability to Continue as a Going 

Concern – in light of changes to ASU 2014-15, Presentation of Financial Statements – Going 

Concern (Subtopic 205-40): Disclosure of Uncertainties About an Entity’s Ability to Continue as a 

Going Concern.  

 

  Auditing Accounting Estimates, Including Fair Value Measurements and Related Disclosures and The 

Auditor’s Use of the Work of Specialists. The staff is working on a proposal for the Board’s 

consideration, which it hopes to release by the end of 2016.  

 

  Quality Control Standards. A multi-divisional team is performing research and outreach to explore 

whether changes to PCAOB quality control standards could prompt firms to improve their quality 

control systems and, in turn, audit quality. Baumann also noted that they are considering the IAASB’s 

efforts as it relates to quality control, and hopes a proposed rule could converge PCAOB and IAASB 

standards.  
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  Audit Quality Indicators (AQIs). The PCAOB received feedback through comment letters and the 

November SAG meeting, and the recommendation at that time was for audit committees to continue 

experimentation with AQIs. The PCAOB is observing this experimentation phase to determine the 

next steps.  

 

8. Update on Standard-Setting Process Review 
 

Baumann provided an overview of the PCAOB’s evaluation of its standard-setting process that began in 

early 2015. The outcome of this evaluation is a new standard-setting process flow that will include the 

following phases:  

 

  Phase 1 – Understand current and emerging audit issues 

  Phase 2 – Research and explore alternatives 

  Phase 3 – Create and communicate proposal 

  Phase 4 – Adoption  

 

Phase 2 will enable the development of a research agenda where emerging audit issues can go to be 

researched prior to inclusion on the standard-setting agenda. 

 

 

 

 

SEC updates C&DIs 

 

The SEC’s Division of Corporation Finance updated the following sections of the Compliance and Dis-

closure Interpretations (C&DIs): 

 

o  Regulation Crowdfunding – New questions 100.01-100.02 (Crowdfunding Exemption and 

Requirements); 201.01 (Disclosure Requirements); 204.01-204.04 (Advertising); and 205.01 

(Promoter Compensation). (Updated 5/13/2016) 

 

o  Non-GAAP Financial Measures – New questions 100.01-100.04 (General); 102.01-102.03, 

102.05, 102.07, 102.10-102.11 (Item 10(e) of Regulation S-K); and 103.02 (EBIT and EBITDA). 

(Updated 5/17/2016) 

 

 

 

 

FASB releases new, proposed ASUs 

 

The Financial Accounting Standards Board (FASB) issued one new Accounting Standards Update (ASU) 

in May: 

 

  ASU 2016-12, Revenue from Contracts with Customers (Topic 606): Narrow Scope Improvements 

and Practical Expedients, affects only the following narrow aspects of Topic 606: 

 

o   Assessing the Collectibility Criterion in Paragraph 606-10-25-1(e) and Accounting for Contracts 

That Do Not Meet the Criteria for Step 1; 

o   Presentation of Sales Taxes and Other Similar Taxes Collected from Customers; 

o   Noncash Consideration; 

o   Contract Modifications at Transition; Completed Contracts at Transition; and  

SEC 
 

FASB/IASB 
 

https://www.sec.gov/divisions/corpfin/guidance/reg-crowdfunding-interps.htm
https://www.sec.gov/divisions/corpfin/guidance/nongaapinterp.htm
http://www.fasb.org/jsp/FASB/Document_C/DocumentPage?cid=1176168130444&acceptedDisclaimer=true
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o   Retrospective Application of Topic 606 

 

The core principle of the guidance in Topic 606 is not changed by the amendments in this Update.   

 

The amendments in this Update affect the guidance in ASU 2014-09, Revenue from Contracts with 

Customers (Topic 606), which is not yet effective. The effective date and transition requirements for 

the amendments in this Update are the same as the effective date and transition requirements for Topic 

606 (and any other Topic amended by ASU 2014-09). ASU 2015-14, Revenue from Contracts with 

Customers (Topic 606): Deferral of the Effective Date, defers the effective date of ASU 2014-09 by 

one year. 

 

The FASB issued two proposed ASUs in May:  

 

  Proposed ASU, Intangibles – Goodwill and Other (Topic 350): Simplifying the Accounting for 

Goodwill Impairment, would: 

 

o   In computing the implied fair value of goodwill under Step 2, an entity must perform procedures 

to determine the fair value at the impairment testing date of its assets and liabilities (including 

unrecognized assets and liabilities) following the procedure that would be required in a purchase 

price allocation for an acquired business. Instead, under the proposed amendments, an entity 

would perform its annual, or any interim, goodwill impairment test by comparing the fair value of 

a reporting unit with its carrying amount. An entity generally would recognize an impairment 

charge for the amount by which the carrying amount exceeds the reporting unit’s fair value. 

However, that amount should not exceed the carrying amount of goodwill allocated to that 

reporting unit. An entity would still have the option to perform the qualitative assessment for a 

reporting unit to determine if the quantitative impairment test is necessary. 

 

o   Remove the requirements for any reporting unit with a zero or negative carrying amount to 

perform a qualitative assessment and, if it fails that qualitative test, to perform Step 2 of the 

goodwill impairment test. Therefore, the same impairment assessment would apply to all 

reporting units. An entity would be required to disclose the existence of any reporting units with 

zero or negative carrying amounts and the amount of goodwill allocated to those reporting units. 

 

The deadline for submitting comments is July 11. 

 

  Proposed ASU, Technical Corrections and Improvements to Update 2014-09, Revenue from 

Contracts with Customers (Topic 606), includes clarifications to Topic 606’s guidance on contract 

costs, and on pre-production costs related to long-term supply arrangements. Specifically, the ASU 

focuses on: 

 

o Preproduction costs related to long-term supply arrangements; 

o Contract costs – impairment testing 

o Contract costs – interaction of impairment testing with guidance in other topics; 

o Provisions for losses on construction-type and production-type contracts, 

o Scope of the new revenue standard; 

o Disclosure of remaining performance obligations; 

o A contract modification example 

o Fixed-odds wagering contracts in the casino industry; 

o Cost capitalization for advisers to private and public funds. 

 

The deadline for submitting comments is July 2. 

http://www.fasb.org/jsp/FASB/Document_C/DocumentPage?cid=1176168146260&acceptedDisclaimer=true
http://www.fasb.org/jsp/FASB/Document_C/DocumentPage?cid=1176168146260&acceptedDisclaimer=true
http://www.fasb.org/jsp/FASB/Document_C/DocumentPage?cid=1176168162753&acceptedDisclaimer=true
http://www.fasb.org/jsp/FASB/Document_C/DocumentPage?cid=1176168162753&acceptedDisclaimer=true
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IAASB compares IASs, PCAOB re-proposal on auditor’s reports 
 

The International Auditing and Assurance Standards Board (IAASB) on May 23 published a comparison 

between the IAASB’s new and revised auditor reporting standards and the PCAOB’s re-proposed 

standard, The Auditor’s Report on an Audit of Financial Statements When the Auditor Expresses an 

Unqualified Opinion. The IAASB publication focuses in particular on a comparison between the 

IAASB’s concept of Key Audit Matters (KAMs), as set out in International Standard on Auditing (ISA) 

701, Communicating Key Audit Matters in the Independent Auditor’s Report, and the PCAOB’s concept 

of CAMs. 

 

IOSCO issues report on audit committee oversight of auditors 
 

The International Organization of Securities Commissions (IOSCO) on May 31 released a summary of 

the results of a survey of IOSCO members regarding the existing legal, regulatory, and other requirements 

related to the oversight by audit committees of the auditor and the audit process of domestic publicly-

listed entities. In particular, the report includes IOSCO’s observations regarding the survey responses on 

the following areas: 

 

 Audit Committee Independence;  

 Audit Committee Special Skills or Experiences; 

 Audit Committee Assessments of Auditor Independence; 

 Audit Committee Assessment of Auditor Performance; 

 Auditor Communications to the Audit Committee; 

 Transparency Reporting; and 

 Shareholder Vote and Reporting to Shareholders. 

 

 

 

 

House bills would amend SOX Section 404 
 

The U.S. House of Representatives on May 23 approved H.R. 4139, the Fostering Innovation Act. 

Currently, emerging growth companies (EGCs) are exempt from Section 404(b) of the Sarbanes-Oxley 

Act (SOX) for five years after their initial public offering. H.R. 4139 would extend that exemption for an 

additional five years for a subset of EGCs – namely, those with annual average revenue of less than $50 

million and less than $700 million in public float. 

 

The bill was introduced by Reps. Kyrsten Sinema (D-Ariz.) and Mike Fitzpatrick (R-Penn.). According to 

Sinema, the bill would allow “innovative companies to spend valuable resources on product research and 

development instead of costly and unnecessary external audits.” 

 

The bill has been referred to the Senate Banking Committee. 

 

U.S. Congress 
 

INTERNATIONAL 
 

http://www.ifac.org/publications-resources/new-auditor-s-report-comparison-between-isas-and-pcaob-reproposal
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD531.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD531.pdf
https://www.congress.gov/bill/114th-congress/house-bill/4139/text
http://sinema.house.gov/index.cfm/press-releases?ID=6418B732-D8F7-4562-BC06-2490C8A3D6C1
http://sinema.house.gov/index.cfm/press-releases?ID=6418B732-D8F7-4562-BC06-2490C8A3D6C1
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On April 26, Rep. Jim McDermott (D-Wash.) introduced H.R. 5069, the Cybersecurity Systems and Risks 

Reporting Act. The bill would amend SOX by adding the following requirements: 

 

o   Section 302. A company’s management would be required to certify the effectiveness of the 

company’s cybersecurity systems; 

 

o   Section 404. Management would be required to include in the annual report its assessment of the 

effectiveness of the company’s cybersecurity systems; and the independent auditor would be 

required to attest to, and report on, management’s assessment; 

 

o   Section 407. A company would be required to disclose whether (and if not, explain why) its audit 

committee has at least one member who is a cybersecurity systems expert. 

 

The bill has been referred to the House Financial Services Committee, where, under the chairmanship of 

Rep. Jed Hensarling (R-Texas). 

 

 

 

 

CAQ provides views on enhancing skepticism to IAASB 

  
While the Center for Audit Quality (CAQ) welcomes additional guidance on how auditors can enhance 

professional skepticism and quality control, auditing standards in those areas should continue to be 

principles-based and non-prescriptive, said the CAQ in a May 16 comment letter to the IAASB. The CAQ 

filed its comment in response to an IAASB request for comment, Enhancing Audit Quality in the Public 

Interest: A Focus on Professional Skepticism, Quality Control, and Group Audits.  
  

“The amount of additional guidance should be sufficient to make the standards operational,” the CAQ 

wrote, “but should not seek to answer every possible question.” 

 

In addition to recommending specific measures that the IAASB can take to enhance skepticism and 

quality control, the letter provided views on the drivers of appropriate application of professional 

skepticism, as well as collaborative efforts undertaken by the public company auditing profession to 

promote skepticism and fight financial reporting fraud.  

 

The CAQ did not provide comments on the IAASB’s proposals on group audits in anticipation of 

developing a response to the PCAOB’s Proposed Amendments Relating to the Supervision of Audits 

Involving Other Auditors and Proposed Auditing Standard – Dividing Responsibility for the Audit with 

Another Accounting Firm. 

 

CAQ issues new ‘Profession in Focus’ videos 

 

The Center for Audit Quality (CAQ) issued two new episodes of its online video series, Profession in 

Focus: 

 

  Episode 22 features Chris E. Hogan, Professor of Accounting at Michigan State University’s Eli 

Broad College of Business. Hogan, who is also President of the American Accounting Association’s 

Auditing Section discusses developments in accounting careers, education, and research. 

 

  Episode 23 features Liban Jama, Senior Advisor for Legal, Policy & Strategy at the PCAOB’s 

Division of Enforcement and Investigation. Jama discusses the division’s top priorities, the 

CAQ Updates 
 

https://www.congress.gov/bill/114th-congress/house-bill/5069/text
http://thecaq.org/docs/default-source/default-document-library/caq-comment-letter---iaasb-itc.pdf?sfvrsn=0
http://www.thecaq.org/resources/comment-letters/caq-comment-letter-on-iaasb-paper-enhancing-audit-quality-in-the-public-interest-a-focus-on-professional-skepticism-quality-control-and-group-audits
http://www.ifac.org/publications-resources/invitation-comment-enhancing-audit-quality-public-interest
http://www.ifac.org/publications-resources/invitation-comment-enhancing-audit-quality-public-interest
https://www.youtube.com/watch?v=LE03S04kI4s&feature=youtu.be
https://www.youtube.com/watch?v=933T4qme5Gw&feature=youtu.be
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enforcement process, and how public and private sectors can work together to fight financial 

reporting fraud. 

 

 

 

 

 

June 7 
SEC/FINRA Compliance Outreach Regional Seminar, Dallas, TX (Link) 

 

June 12-17 
ACFE Global Fraud Conference, Las Vegas, NV (Link) 

 

June 14 
SEC/FINRA Compliance Outreach Regional Seminar, Boston, MA (Link) 

 

June 16 

FEI New Lease Accounting Standard Conference, Irving, TX (Link) 

 

June 20-24 

IASB Board Meeting, London, UK (Link) 

 

June 21-24 
IAASB Meeting, New York, NY (Link)  

 

June 21 
PCAOB Forum on Auditing in the Small Business Environment, Philadelphia, PA (Link) 

 

June 21 
PLI Seminar/Webcast: Audit Committees and Financial Reporting 2016: Recent Developments and 

Current Issues, New York, NY (Link) 

 

June 22-25 
Society of Corporate Secretaries & Governance Professionals National Conference, Colorado Springs, 

CO (Link) 

 

June 27-29 
ICGN Annual Conference, San Francisco, CA (Link) 

 

July 17-20 
IIA 2016 International Conference, New York, NY (Link) 

 

July 21 
PCAOB Forum on Auditing in the Small Business Environment, New York, NY (Link) 

 

July 21-22 
AICPA National Advanced Accounting and Auditing Technical Symposium, Salt Lake, UT (Link) 

 

July 25 
SEC/FINRA Compliance Outreach Regional Seminar, Chicago, IL (Link) 

 

Upcoming Events 
 

http://www.finra.org/industry/compliance-outreach-program
http://www.fraudconference.com/
http://www.finra.org/industry/compliance-outreach-program
http://www.financialexecutives.org/KenticoCMS/Events/Conferences/The-New-Lease-Accounting-Standard-Conference--What.aspx
http://www.ifrs.org/Meetings/Pages/IASB-Meeting-June-2016.aspx
http://www.iaasb.org/meetings/new-york-usa-13
http://pcaobus.org/News/Events/Pages/06212016-Philadelphia-Small-Business-Forum.aspx
http://www.pli.edu/Content/Seminar/Audit_Committees_and_Financial_Reporting/_/N-4kZ1z11i36?ID=259781
http://www.governanceprofessionals.org/governanceprofessionals/events/eventdescription?CalendarEventKey=ec54f81e-9180-4dac-90ae-969c3187551a&EventTypeKey=&Home=/governanceprofessionals/events/calendar
https://www.icgn.org/events/icgn-san-francisco-conference-academic-meeting
https://ic.globaliia.org/Pages/default.aspx
http://pcaobus.org/News/Events/Pages/07212016-NY-Small-Business-Forum.aspx
http://www.cpa2biz.com/AST/Main/CPA2BIZ_Primary/AuditAttest/PRDOVR~PC-NAA/PC-NAA.jsp
http://www.finra.org/industry/compliance-outreach-program
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August 6-10 
American Accounting Association Annual Meeting, New York, NY (Link) 

 

 

August 18 
SEC/FINRA Compliance Outreach Regional Seminar, San Francisco, CA (Link) 

 

September 21-23 
AICPA National Conference on Banks & Savings Institutions, National Harbor, DC (Link) 

 

September 22 
PCAOB Forum for Auditors of Broker-Dealers, Jersey City, NJ (Link) 

 

September 22-23 
PLI SEC Reporting & FASB Forum for Mid-sized & Smaller Companies, Las Vegas, NV (Link) 

 

September 28-30 
CII 2016 Fall Conference, Chicago, IL (Link) 

 

October 16-18 
American Bankers Association Annual Convention, Nashville, TN (Link) 

 

October 18 
PCAOB Forum for Auditors of Broker-Dealers, Tampa, FL (Link) 

 

October 19 
PCAOB Forum on Auditing in the Small Business Environment, Tampa, FL (Link) 

 

October 24-26 
AICPA Conference on Credit Unions, Orlando, FL (Link) 

 

October 30-November 2 
NASBA Annual Meeting, Austin, TX (Link) 

 

November 13-15 
AICPA Oil & Gas Conference, Denver, CO (Link) 

 

November 16-18 
AICPA Health Care Industry Conference, Nashville, TN (Link) 

 

November 30-December 1 
PCAOB Standing Advisory Group Meeting, Washington, DC (Link) 

 

December 5-6 
AICPA Employee Benefit Plans Accounting, Auditing and Regulatory Update, Washington, DC (Link) 

 

December 5-7 
AICPA Conference on Current SEC and PCAOB Developments, Washington, DC (Link) 

 

December 7 
PCAOB Forum for Auditors of Broker-Dealers, Las Vegas, NV (Link)  

http://aaahq.org/Meetings/2016/Annual-Meeting
http://www.finra.org/industry/compliance-outreach-program
http://www.cpa2biz.com/AST/Main/CPA2BIZ_Primary/AuditAttest/PRDOVR~PC-BANK/PC-BANK.jsp
http://pcaobus.org/News/Events/Pages/09222016-Jersey-City-Broker-Dealer-Forum.aspx
http://www.pli.edu/Content/Seminar/12th_Annual_SEC_Reporting_FASB_Forum_for/_/N-4kZ1z11c8m?ID=262916
http://www.cii.org/calendar_day.asp?date=9/28/2016&event=138
http://www.aba.com/Training/Conferences/Pages/annual.aspx
http://pcaobus.org/News/Events/Pages/10182016-Tampa-Broker-Dealer-Forum.aspx
http://pcaobus.org/News/Events/Pages/10192016-Tampa-Small-Business-Forum.aspx
http://www.cpa2biz.com/AST/Main/CPA2BIZ_Primary/AuditAttest/IndustryspecificGuidance/DepositLending/PRDOVR~PC-CU/PC-CU.jsp
https://www.nasba.org/blog/2011/01/26/2016annualmeeting/
http://www.cpa2biz.com/AST/Main/CPA2BIZ_Primary/ManagementAccounting/PRDOVR~PC-OIL/PC-OIL.jsp
http://www.cpa2biz.com/AST/Main/CPA2BIZ_Primary/Government/PRDOVR~PC-CARE/PC-CARE.jsp
http://pcaobus.org/News/Events/Pages/SAG-meeting-November-2016.aspx
http://www.cpa2biz.com/AST/Main/CPA2BIZ_Primary/EmployeeBenefitPlans/PRDOVR~PC-AAR/PC-AAR.jsp
http://www.cpa2biz.com/AST/Main/CPA2BIZ_Primary/InternationalAccounting/PRDOVR~PC-SEC/PC-SEC.jsp
http://pcaobus.org/News/Events/Pages/12072016-Las-Vegas-Broker-Dealer-Forum.aspx
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December 8 
PCAOB Forum on Auditing in the Small Business Environment, Las Vegas, NV (Link) 

 

 

 

The Center for Audit Quality is an autonomous, nonpartisan, nonprofit organization dedicated to 

enhancing investor confidence and public trust in the global capital markets by fostering high-quality 

public company audits; collaborating with other stakeholders to advance the discussion of critical issues; 

and advocating policies and standards that promote public company auditors’ objectivity, effectiveness 

and responsiveness to dynamic market conditions. Based in Washington, D.C., the CAQ is affiliated with 

the American Institute of CPAs. For more information, visit www.thecaq.org.  

 

The CAQ Public Policy and Technical Alert represents the observations of the CAQ, but not necessarily 

the views of particular member firms, Governing Board members or individuals associated with the CAQ. 

Questions and comments about the CAQ Public Policy and Technical Alert can be addressed to: 

aschumacher@thecaq.org.  

http://pcaobus.org/News/Events/Pages/12082016-Las-Vegas-Small-Business-Forum.aspx
http://www.thecaq.org/
mailto:aschumacher@thecaq.org

