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Current Economic Environment 
ÁFinancial reporting and auditing environments 

are still challenging  

ÁPCAOB Staff practice alerts are still relevant 

ÁAdditional risks affecting fair values and 

estimates (e.g. currency risk, sovereign risk) 

ÁRisks related to omitted, incomplete, or 

inaccurate disclosures (e.g. loss contingencies, 

risks and uncertainties) 

 



Current Economic Environment (Conôt.) 

ÁCurrent market may require a reassessment of 

audit strategy, materiality, risk assessments and 

significant locations 

ÁSufficiency of substantive procedures (e.g. roll-

forward of interim testing, substantive test) 

ÁChanges in controls or processes due to 

changes in business (e.g. lay-off of key 

personnel) 

 



 Recent PCAOB 

Standards, Proposed 

Standards, Concept 

Releases, and Staff Audit 

Practice Alerts 
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Risk Assessment Standards 
Á Auditing Standard No. 8, Audit Risk 

Á Auditing Standard No. 9, Audit Planning 

Á Auditing Standard No. 10, Supervision of the Audit 
Engagement 

Á Auditing Standard No. 11, Consideration of Materiality in 
Planning and Performing an Audit 

Á Auditing Standard No. 12, Identifying and Assessing 
Risks of Material Misstatement 

Á Auditing Standard No. 13, The Auditorôs Responses to 
the Risks of Material Misstatement 

Á Auditing Standard No. 14, Evaluating Audit Results 

Á Auditing Standard No. 15, Audit Evidence 

 
*     http://pcaobus.org/Rules/Rulemaking/Pages/Docket026.aspx 



Risk Assessment Standards Overview 
Á Approved by SEC Dec. 23, 2010; effective for audits of 

fiscal years beginning on or after December 15, 2010 

Á Covers the entire audit process 

Á Applies to both integrated audits and audits of financial 
statements only  

Á Establishes a process for obtaining evidence  to 
support the auditorôs risk assessments 

Á Strengthens the requirements linking audit tests to the 
assessed risks 

Á Promotes a comprehensive evaluation of evidence 
obtained during the audit 

Á Integrates fraud considerations into the core audit 
process 

Á Focuses more audit attention on financial statement 
disclosures 

 

 



Concept Release on  

Auditorôs Reporting Model 
ÁOn June 21, 2011 the Board issued a concept release 
on possible changes to the auditorôs reporting model.  

ÁThe concept release was influenced by outreach 
conducted by the staff of Office of the Chief Auditor from 
October 2010 through March 2011 with investors, 
auditors, preparers, audit committee members, and 
others. 

ÁThe staff reported its findings to the Board at an open 
meeting on March 22, 2011.  

 

 



Concept Release on  

Auditorôs Reporting Model 
ÁThe concept release discusses four alternatives for 
changing the auditorôs reporting model: 
ÅAn auditorôs discussion and analysis 

ÅRequired and expanded use of emphasis paragraphs 

ÅAuditor assurance on other information outside the financial 
statements 

ÅClarification of language in the standard auditorôs report 

ÁA revised auditor's report could include one or a 
combination of these alternatives, elements within the 
alternatives, or alternatives not currently presented in 
this concept release. 



Concept Release on  

Auditorôs Reporting Model 
ÁThe Board hosted a roundtable regarding the auditorôs 

reporting model on September 15, 2011.  

ÁAttendees included investors, auditors, preparers, audit 

committee members, academics and others. 

ÁThe comment period ended September 30, 2011; 

approximately, 152 comment letters were received. 

ÁThe staff is analyzing comments and will present a 

recommendation to the Board. 



Comment Letters Received 
ÁPreparers, internal auditors and preparer associations 70 

ÁAccounting firms and associations of accountants     35 

Á Investors, including investor associations, pension  

    managers, analysts, and large investment companies 

    and advisers          16 

ÁAcademics        7 

ÁOther regulators and standard setters     7 

ÁBoard members, including audit committee members, 

    and their associations       6 

ÁOther individuals and organizations               11 

 Total                      152 



Next Steps 
ÁComplete analysis of comment letters 

ÁConsider related projects by other standard-

setters 

ÁIssue a proposal in the second quarter of 

2012 

ÅObjective is to improve auditor communications to 

investors 



Concept Release on Auditor 

Independence and Audit Firm Rotation 
ÁOn August 16, 2011 the Board issued a concept release 

to solicit public comment on ways that auditor 
independence, objectivity, and professional skepticism 
could be enhanced, including through mandatory rotation 
of audit firms.  

ÁMandatory audit firm rotation would limit the number of 
consecutive years for which a registered public 
accounting firm could serve as the auditor of a public 
company. 

 

 



Concept Release on Auditor 

Independence and Audit Firm Rotation 

ÁAudit firm rotation has been discussed at various 
times since the 1970s: 
ÅProponents of rotation believe that setting a term limit 

on the audit relationship could: 
üFree the auditor, to a significant degree, from the effects of client 

pressure. 

üOffer an opportunity for a fresh look at the companyôs financial 
reporting.  

ÅOpponents of rotation: 
üHave expressed concerns about the costs of changing auditors. 

ÁBelieve that audit quality may suffer in the early years of an 
engagement and that rotation could exacerbate this phenomenon. 

 



Concept Release on Auditor 

Independence and Audit Firm Rotation 

ÁThe concept release invites commenters to respond to 
specific questions, including, for example, whether the 
Board should consider a rotation requirement only for 
audit tenures of more than 10 years or only for the 
largest issuer audits. 

ÁThe concept release also seeks comment on whether 
there are other measures that could meaningfully 
enhance auditor independence, objectivity, and 
professional skepticism.     

ÁThe comment period is open until December 14, 2011. 

ÁThe Board plans to host a related roundtable in March 
2012. 

 



Proposed Amendments to Improve Transparency 

Through Disclosure of Engagement Partner and 

Certain Other Participants in Audits 

ÁOn October 11, 2011 the Board issued proposed 
amendments to improve transparency through 
disclosure of the engagement partner and 
certain other participants in audit reports. 

ÁThe proposed amendments have been informed 
by comments from the Boardôs 2009 concept 
release on engagement partner signature and 
by views from investors who have requested 
greater transparency into who is performing the 
audit and how much of the audit they have 
performed. 



Proposed Amendments to Improve Transparency 

Through Disclosure of Engagement Partner  

and Certain Other Participants in Audits 

ÁThe proposed amendments would: 
ÅRequire registered public accounting firms to disclose the name 

of the engagement partner in the audit report, 

ÅAmend the Boardôs Annual Report Form to require registered 
firms to disclose the name of the engagement partner for each 
audit report already required to be reported on the form, and 

ÅRequire disclosure in the audit report of the names, locations, 
and extent of participation in the audit of other accounting firms 
and other persons that took part in the audit. 

ÁThe comment period is open until January 9, 2012. 



Fair Value/Pricing  

Sources Task Force 
Á In the Board's 4010 Report last year on Observations of Audits during 

the Economic Crisis, there were numerous comments pertaining to 

auditing fair values and using specialists where our Inspectors noted 

audit deficiencies 

Á An ad hoc task force of the Standing Advisory Group has been 

convened to study issues pertaining to auditing fair values and the 

use of third-party pricing sources 

Á The task force will inform the Boardôs standard-setting project on fair 

values and specialists as well as other auditing guidance   

Á The task force consists of: 

Å auditors, issuers, pricing services, brokers, and investors 

Å observers from the SEC and the FASB 

Á Three meetings of the task force have occurred. 
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Other Standard-Setting Activities*  
Á Communications with Audit Committees  

Á Using the Work of Other Independent Auditors 

Á Assignment and Documentation of Supervisory 
Responsibilities within a Firm  

ÁQuality Control Standards  

Á Codification of PCAOB Auditing Standards 

Á Fair Value Measurements and Other Accounting Estimates 
ÅThird-Party Pricing Sources 

Á Specialists 

Á Confirmation 

Á Related Parties 

ÁGoing Concern 

Á Subsequent Events 

Á Practice alerts and other guidance 

 

 
 

*  Activities subject to change based on emerging issues 


