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(presenting an overview on European Union Member States’ auditor liability regimes and
potential reforms).

European Commission, Annex Il to the Commission Staff Working Paper: The Legal Systems of
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(May 2006), available at http://eur-
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http://papers.ssrn.com/sol3/papers.cfm?abstract_id=296557 (finding, among other things, a
significant positive association between the purchase of non-audit services and small earnings
surprises).

Cono Fusco, Is it Time to Revise 8-K Rules on Auditor Changes?, FINANCIAL EXECUTIVE (Mar.
2006) (reviewing and suggesting modification and expansion of the public company Form 8-K
disclosure requirements relating to auditor changes).

Aloke Ghosh and Doocheol Moon, Auditor Tenure and Perceptions of Audit Quality,
ACCOUNTING REV., Apr. 2005, Vol. 80, No. 2, 585-612 (concluding that investors and
information intermediaries perceive auditor tenure as improving audit quality).

Katherine Giscombe, Women of Color in Accounting: Women of Color in Professional Services
Series, CATALYST INC. (May 2008), available at
http://www.catalyst.org/file/138/woc_accounting_final_book.pdf (noting, among other things,
that surveyed women of color in the accounting profession state that they lack role models, face
stereotyping, face a greater exclusion from workforce networks, and have difficulty in accessing
high-visibility assignments).

Global Capital Markets and the Global Economy: A Vision From the CEOs of the International
Audit Networks (Nov. 2006), available at
http://www.globalpublicpolicysymposium.com/CEQ_Vision.pdf (stating, among other things,
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the need for a vibrant, sustainable auditing profession to achieve capital market stability,
efficiency, and growth).

Global Dialogue with Capital Market Stakeholders: A Report from the CEOs of the International
Audit Networks (Jan. 2008), available at
http://www.globalpublicpolicysymposium.com/GPPC_Vision.pdf (discussing, among other
things, support for global accounting standards, auditing standards, and independence standards;
the importance of auditors’ ability to exercise professional judgment to ensure audit quality;
emphasis on fraud prevention and detection; and the need for a business reporting model more
accurately reflecting a company’s economic reality).

Dan L. Goldwasser, The Past and Future of Reasonable Assurance, The CPA Journal (Nov.
2005), available at

http://www.nysscpa.org/cpajournal/2005/1105/special _issue/essentials/p28.htm (summarizing
the debate and recent professional and regulatory pronouncements regarding the meaning of the
term “reasonable assurance,” that which auditors provide in opining that financial statements are
free of material misstatement).

Robert A. Gordon and James E. Howell, HIGHER EDUCATION FOR BUSINESS (1959) (suggesting
that accounting curriculum abandon its emphasis on financial accounting and auditing while
emphasizing humanities).

Carol Graham, Robert E. Litan, and Sandip Sukhtankar, Cooking the Books: The Cost to the
Economy, THE BROOKINGS INSTITUTION PoLICY BRIEF #106 (Aug. 2002), available at
http://www.brookings.edu/comm/policybriefs/pb106.pdf (discussing the economic costs of the
financial reporting scandals and corporate governance crisis).

Preston Gralla, Conflicts of Interest—The Big Five Continue Their Restructuring to Separate
Consulting From Accounting, VARBUSINESS 57 (June 24, 2002) (noting the trend for auditing
firms to sell off their consulting units).

Michael H. Granof and Stephen A. Zeff, Research on Accounting Should Learn from the Past,
CHRONICLE OF HIGHER EDUCATION, Vol. 54, No. 28, A34 (Mar. 21, 2008) (noting, among other
things, the disconnect between research and classroom learning and discussing the need to
reevaluate appropriate accounting research used to achieve tenure or promotion).

Julia Grant, Demographic Challenges Facing the CPA Profession, RESEARCH IN ACCOUNTING
REGULATION, Vol. 20, 47-62 (2008) (examining AICPA and U.S. census data from 1994 to 2004
to highlight demographic trends within the accounting profession and noting declining AICPA
membership due to, among other things, the shift of individuals from public accounting to
corporate practices and the impending baby boomer retirement).

Grant Thornton International, Transparency Report 2008, available at
http://www.gti.org/Transparency-report/Financial-information/Worldwide-fee-income.asp
(providing an annual review of the global network Grant Thornton International).
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Charles H. Griffin, Review of Accounting Education in the Next Decade, JOURNAL OF
ACCOUNTANCY, Vol. 109, No. 6, 82-84 (June 1960) (reviewing John A. White’s book, which
examines the accounting education structure and advocates for one or two years of additional
graduate study in accounting after a “pre-professional” four-year undergraduate program).

Mark Grothe, Joseph Goodwin, Olga landera, Henry Laurion, and Jovita Freeland, The
Materially Weak, GLASS LEWIS & Co RESEARCH (May 21, 2007) (analyzing material weaknesses
of U.S. and foreign companies from 2004 to 2006 and finding, among other things, that the
median stock return of companies disclosing material weaknesses in 2006 underperformed the
Russell 3000 stock index by 18 percent in that same year).

Mark Grothe and Blaine Post, Speak No Evil, GLASS LEwIS & Co RESEARCH (May 21, 2007)
(reasoning, among other things, that the large number of auditing firm changes since 2002
suggests the feasibility of auditing firm rotation every five to ten years).

Dan M. Guy and Alan J. Winters, THE EXPECTATION GAP STANDARDS: PROGRESS,
IMPLEMENTATION ISSUES, RESEARCH OPPORTUNITIES (New York: AICPA, 1993) (examining
issues relating to the expectations gap — the public’s expectations regarding auditor responsibility
in an audit and the auditor’s expectation of their role in an audit).

James R. Hasselback, 2007 Analysis of Accounting Faculty Birthdates, available at
http://aaahq.org/temp/phd/JimHasselbackBirthdateSlide.pdf (showing that among U.S.
accounting academics, 53.4% are 55 or older).

James R. Hasselback, Frequently Asked Questions, available at
http://www.jrhasselback.com/AtgDoct/FAQs.pdf (showing various data points regarding
accounting faculty, students, and accounting education).

Frank D. Hodge, Investors’ Perceptions of Earnings Quality, Auditor Independence, and the
Usefulness of Audited Financial Information, ACCOUNTING HORIZONS, Vol. 17, 37-48 (2003
Supp.) (concluding that nonprofessional investors perceive audited financial information as more
relevant, but less reliable, over time, and suggesting the decline in the reliability of financial
statements is directly correlated to the decline in auditor independence).

William J. Holstein, What If One of the Big Four Fails?, DIRECTORSHIP Vol. 32, No. 8 (Sept.
2006) (examining the possibility of the failure of one of the largest auditing firms due to
litigation risk and potential solutions, including clarifying accounting standards and providing
safe harbors).

Jennifer Hughes, Ernst & Young to Form Single Business Unit, FINANCIAL TIMES (Apr. 20,
2008) (describing Ernst & Young’s intention to merge its European member firms and integrate
firms from the Middle East, India, and Africa into a single unit).

Jennifer Hughes, PwC to Shake Up National Partnership Network, FINANCIAL TIMES (Aug. 19,
2008) (noting that PricewaterhouseCoopers will be organized into three geographical regions—
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led by the largest firm in each region in China, the United States, and the United Kingdom—to
provide for a more seamless provision of services).

Independence Standards Board, Independence Standards Board Standard No. 1, Independence:
Discussions with Audit Committees, available at
http://www.pcaobus.org/Standards/Interim_Standards/Independence Standards/ISB1.pdf
(describing the disclosures an auditor must make to and the discussions an auditor must have
with the audit committee, including all relationships between the auditor and the company
bearing on independence).

Institute of Chartered Accountants in England and Wales, Audit Quality (Nov. 2002), available at
http://www.icaew.co.uk/publicassets/00/00/03/89/0000038966.PDF (describing the nature and
scope of the audit and factors contributing to audit quality, including firm personnel quality and
regulatory supervision).

The Institute of Chartered Accountants in England and Wales, Shareholder Involvement—
Identifying the Audit Partner (2005) (noting that Germany, France, and Luxembourg currently
require audit partner signatures and European Member states must adopt such a requirement
under Article 28 of the Directive 2006/43/EC of the European Parliament and of the Council of
17 May 2006 on statutory audits of annual accounts and consolidated accounts).

Institutional Shareholder Services, U.S. Corporate Governance Policy — 2007 Updates (2006)
(noting that shareholders may lack audit quality information important in making an auditor
ratification voting decision).

Institutional Shareholder Services, Request for Comment -- Ratification of Auditors on the Ballot
(noting that even though ratification of a company’s auditor is non-binding, some consider this a
best practice serving as a “check” on the audit committee).

INTERNATIONAL ACCOUNTING BULLETIN, Leading Global Accounting Networks — Full Member
Fee Data: 2006 (noting that in 2006, the top fifteen auditing networks generated over a total of
$100.4 billion in revenue).

International Organization of Securities Commissions, Roundtable on Quality of Public
Company Audits: Transcript from Panel 3: Audit Firm Concentration: Potential Effects on Audit
Quality (June 2007), available at http://www.iosco.org/library/videos/pdf/transcriptl.pdf
(exploring the impact of auditing firm concentration on audit quality and suggesting, among
other things, encouraging the growth of smaller firms by publishing performance reviews of their
audit work).

International Organization of Securities Commissions, Technical Committee, Technical
Committee Paper: Contingency Planning for Events and Conditions Affecting Availability of
Audit Services (May 27, 2008), available at
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD269.pdf (discussing contingency planning in
the context of a larger auditing firm failure and its impact upon the provision of audit services).
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William R. Kinney, Jr., Zoe-Vonna Palmrose, and Susan Scholz, Auditor Independence, Non-
Audit Services, and Restatements: Was the U.S. Government Right?, JOURNAL OF ACCOUNTING
RESEARCH, Vol. 42, No. 3, 561-588 (June 2004) (finding, among other things, no statistically
significant positive association between the purchase of financial information system design and
implementation services or internal audit services and restatements, but a statistically significant
positive association between audit fees, audited-related fees, and non-audit services fees and
restatements).

William R. Kinney, Jr., Twenty-Five Years of Audit Deregulation and Re-Regulation: What Does
it Mean for 2005 and Beyond?, AUDITING: A JOURNAL OF PRACTICE & THEORY, Vol. 24, Supp.,
89-109 (May 2005) (exploring broad trends in regulation of the auditing profession from 1981-
2005 and the move from self-regulation to registration with the Public Company Accounting
Oversight Board).

Jan Klaassen and Jan Buisman, International Auditing in Christopher Nobes and Robert Parker,
COMPARATIVE INTERNATIONAL ACCOUNTING, 6th Ed. (Harlow, England: Pearson Education,
2000) (discussing the reasons for and the development of the internationalization of auditing,
such as the demand for international audits by multinational companies and global market
forces).

Melissa Klein, It’s ‘Blue’ Skies for PwC Consulting: IBM Grabs Unit for $3.5B, ACCOUNTING
TODAY, Vol. 16, Issue 15 (Aug. 19, 2002) (describing the sale of PricewaterhouseCoopers’
consulting business to IBM).

Rebecca Knight, How to Transform an Academic, FINANCIAL TIMES, May 4, 2008, at 11 (noting
the Association to Advance Collegiate Schools of Business’s soon-to-be-launched program that
provides academics in various disciplines with the skills necessary to teach business education).

KPMG LLP, UK Annual Report 2007, available at http://www.kpmg.co.uk/about/annualreport/
(providing an annual review of KPMG’s U.K. affiliate).

KPMG Europe LLP, Proposal to Create Europe’s Largest Accountancy Firm (June 10, 2006),
available at http://www.kpmg.eu/4885.htm (announcing the intention of KPMG’s member firms
in the United Kingdom and Germany to merge).

KPMG Foundation, B-School Deans Say Job of Preparing All Students for Diverse Corporate
Life is Not Done Yet — But Minority Faculty Make a Difference, PhD Project Study Finds, PR
NEWSWIRE (Sept. 6, 2006) (surveying U.S. university and college business school deans and
finding, among other things, that 52% think schools are not preparing students for handling
diversity issues in the corporate world and 58% think that students are better prepared if they
have a minority business professor or teaching assistant).

KPMG International, KPMG International Annual Review 2007, available at
http://www.kpmg.com/SiteCollectionDocuments/|AR2007.pdf (providing an annual review of
the global network KPMG International).
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Grace Lamont and Patricia Etzold, 2007 Securities Litigation Study, PRICEWATERHOUSECOOPERS
LLP (April 2008), available at

http://10b5.pwc.com/PDF/2007%20SECURITY %20LIT%20STUDY %20W-LT.PDF
(observing, among other things, that after a two-year decline, total federal class actions filed in
2007 against foreign and U.S. companies increased, part of which was due to subprime-related
litigation, and the number and total dollar value of 2007 settlements were similar to those of
2006).

Hansrudi Lenz and Marianne L. James, International Audit Firms as Strategic Networks: The
Evolution of Global Professional Service Firms in Gérard Cliquet, George Hendrikse, Mike
Tuunanen, and Josef Windsperger, ECONOMICS AND MANAGEMENT OF NETWORKS:
FRANCHISING, STRATEGIC ALLIANCES, AND COOPERATIVES (New York: Physica-Verlag, 2007)
(describing the development and governance structure of international audit firm networks and
analyzing the coordination and incentive problems within the network structures).

David W. Leslie, Accounting Faculty in U.S. Colleges and Universities: Status and Trends,
1993-2004, A Report of the American Accounting Association (Feb. 19, 2008) (finding, among
other things, that the number of accounting faculty, full- and part-time, in all types of
postsecondary institutions, declined 13.3 percent from 1988 to 2004).

David W. Leslie, The Reshaping of America’s Academic Workforce (Mar. 2007), available at
http://www.tiaa-crefinstitute.org/research/dialogue/docs/87.pdf (concluding, among other things,
that young faculty are not entering academia at a rate to replace the retiring faculty, which may
be the reason for the increased use of non-tenured faculty).

Arthur Levitt, Jr., The Numbers Game, Remarks at the NYU Center for Law and Business, New
York, NY (Sept. 28, 1998), available at
http://www.sec.gov/news/speech/speecharchive/1998/spch220.txt (questioning financial
reporting quality and auditors’ performance in the wake of accounting failures and calling upon
the Public Oversight Board, at the time the monitor of the auditing profession’s self-regulatory
system, to create the Panel on Audit Effectiveness to evaluate auditor performance and assess the
effects of recent trends in public company auditing).

C.D. Liggio, The Expectation Gap: The Accountant's Waterloo Vol. 3 No. 3 JOURNAL OF
CONTEMPORARY BUSINESS 27 (1974) (coining the audit “expectations gap™).

London Economics in association with Professor Ralf Ewert, Key Conclusions and Executive
Summary from Study on the Economic Impact of Auditors’ Liability Regimes
(MARKT/2005/24/F), xxi-xlIvii (Sept. 2006), available at
http://ec.europa.eu/internal_market/auditing/docs/liability/auditors-final-report_en.pdf
(concluding, among other things, the continuance of the high market concentration among the
four largest auditing firms because of barriers to entry, such as reputation, resources, and liability
exposure combined with limited insurance availability and the potential reduction of catastrophic
risk through auditor liability limitations).
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Jonathan Macey and Hillary A. Sale, Observations on the Role of Commaodification,
Independence, and Governance in the Accounting Industry, YALE LAW & ECONOMICS RESEARCH
PAPER NoO. 294 (2003), available at http://ssrn.com/abstract=474741 (establishing, among other
things, that the move from the general partnership to the limited liability partnership structure
has reduced partner incentives to monitor each other, contributing to audit failures).

Brian Mayhew and Joel Pike, Does Investor Selection of Auditors Enhance Auditor
Independence?, ACCOUNTING REeV. (Aug. 2002), available at
http://papers.ssrn.com/sol3/papers.cfm?abstract id=321294 (suggesting, among other things, that
transferring the authority from management to investors to retain and dismiss the auditor
significantly decreases a portion of independence violations).

Charlie McCreevy, Mr. McCreevy Presents Statutory Audit Package, REMARKS BEFORE THE
JURI COMMITTEE, EUROPEAN PARLIAMENT (Dec. 19, 2007), available at
http://europa.eu/rapid/pressReleasesAction.do?reference=SPEECH/07/835&format=HTML &age
d=0&language=EN&quilLanguage=en (outlining, among other things, a series of proposals
concerning auditor liability, firm ownership restrictions, audit quality and inspections,
international auditing standards, and the implementation of the statutory audit directive by
European Union Member States, and noting that the European Commission will recommend in
the first quarter 2008 to its Member States auditor liability limitations).

Kevin P. McMeeking, Competition in the UK Accounting Services Market, MANAGERIAL
AUDITING JOURNAL, Vol. 22, No. 2, 197-217 (2007) (analyzing the impact of concentration in
the UK accounting services market on price competition and finding that price competition exists
at the initial tender stage but decreases as companies mature).

Stephen R. Moehrle, Gary John Previts, Jennifer A. Reynolds-Moehrle, Selected Excerpts from
The CPA Profession: Opportunities, Responsibilities, and Services, Ch. 2, 15-34 (2006)
(providing an orientation to the CPA profession and exploring the legal, regulatory, and social
environments in which the CPA practices).

James N. Myers, Linda A. Myers, and Thomas C. Omer, Exploring the Term of the Auditor-
Client Relationship and the Quality of Earnings: A Case for Mandatory Auditor Rotation?, THE
ACCOUNTING REVIEW, Vol. 78, No. 3, 779-799 (July 2003) (finding, among other things, that
longer auditor tenure, on average, results in auditors placing greater limits on both income-
decreasing and income-increasing accruals).

National Academy of Sciences, National Academy of Engineering, and Institute of Medicine,
Executive Summary from Rising Above the Gathering Storm: Energizing and Employing
America for a Brighter Economic Future (2007) (suggesting ways federal policymakers could
enhance science and engineering capabilities in the United States, including improving K-12
science and mathematics programs and allocating federal funds to such programs and research).

National Association of Black Accountants and the Howard University School of Business

Center for Accounting Education, 2007 CPA Examination Summit: Insights into Increasing the
Number of African American CPAs (June 22, 2007), available at
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http://www.nabainc.org/portals/6/docs/nabanews/CPA%20Summit%20White%20Paper%20Insi
ghts.pdf (exploring the reasons that an increasing number of African Americans are neither
taking nor passing the CPA examination).

National Association of State Boards of Accountancy, Education and Licensure Requirements
for Certified Public Accountants: A Discussion Regarding Degreed Candidates Sitting for the
Uniform CPA Examination with a Minimum of 120 Credit Hours (120-Hour Candidate) and
Becoming Eligible for Licensure with a Minimum of 150 Credit Hours (150-Hour Candidate)
(Draft June 2008), available at
http://www.nasba.org/nasbaweb/NASBAWeb.nsf/PLD/979BF9457B37159D86257473005284D
A/$file/120 150 Draftl June_2008.pdf (discussing issues relating to the educational
requirements for candidates to sit for the CPA examination and noting that some states require
150-hours for licensure while allowing 120-hours to sit for the CPA examination).

National Association of State Boards of Accountancy, Submission in Connection with the
December 3, 2007 Meeting of the Advisory Committee on the Auditing Profession (Jan. 2008)
(documenting the wide spectrum of funding for individual state boards of accountancy and
noting the number of full-time staff per state boards of accountancy office).

National Firms Post 10.6% Composite Growth Rate, PUBLIC ACCOUNTING REPORT, 1, 3-7 (Apr.
15, 2008) (detailing an annual survey of the national accounting firms and providing data,
including the number of U.S. partners, U.S. professional staff, and U.S. net revenue).

National Firms’ Revenue Growth Rate Stays in Double Digits in FY06, PuBLIC ACCOUNTING
REPORT 1-7 (Feb. 28, 2007) (documenting the national and global revenue growth of the largest
accounting firms).

Floyd Norris, Deep Secret: Why Auditors Are Replaced, NEw YORK TIMES (July 28, 2006)
(recommending the expansion of the public company Form 8-K disclosure requirements relating
to auditor changes).

Sean M. O’Connor, Be Careful What You Wish For: How Accountants and Congress Created
the Problem of Auditor Independence 45 B.C.L. Rev. 741 (2004) (arguing that the federal
requirements for mandatory public company audits created the auditor independence issue).

Maria Ogneva, K.R. Subramanyam, and K. Raghunandan, Internal Control Weakness and Cost
of Equity: Evidence from SOX Section 404 Disclosures, THE ACCOUNTING REVIEW, Vol. 82, No.
5, 1255-1297 (Oct. 2007) (finding that firms with internal control weaknesses, on average, are
not directly associated with higher cost of equity).

Marianne Ojo, Eliminating the Audit Expectations Gap: Myth or Reality?, (Feb. 2006), available
at http://mpra.ub.uni-muenchen.de/232/1/MPRA_paper_232.pdf (describing, among other
things, the varying definitions of the “expectations gap” and how to eliminate this gap).

Mark W. Olson, Remarks Before the AICPA National Conference on Current SEC and PCAOB
Developments, Washington, D.C. (Dec. 10, 2007), available at
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http://www.pcaobus.org/News_and_Events/Events/2007/Speech/12-10_Olson.aspx (describing,
among other things, the PCAOB inspection program and cooperation with international
regulators).

Mark W. Olson, Written Testimony to the House Financial Services Committee (Sept. 19, 2006),
available at http://www.pcaobus.org/News and_Events/Events/2006/Testimony/09-
19 _Olson.aspx (describing, among other things, the PCAOB inspection program).

Oxera Consulting Ltd., Key Findings from Competition and Choice in the UK Audit Market
(Prepared for Department of Trade and Industry and Financial Reporting Council (Apr. 2006) (i-
vii), available at http://www.berr.gov.uk/files/file28529.pdf (finding, among other things, that the
four largest auditing firms audit all but one of the FTSE 100 companies and represent 99% of
audit fees in the FTSE 350 and the reason for this dominance, among other things, being
reputation as well as higher concentration leads to higher audit fees).

Oxera Consulting Ltd., Executive Summary and Introduction from Ownership Rules of Audit
Firms and Their Consequences for Audit Market Concentration (Prepared for DG Internal
Market and Services, European Commission) iii-11 (Oct. 2007), available at
http://ec.europa.eu/internal_market/auditing/docs/market/oxera_report_en.pdf (examining the
impact of auditing firms” ownership and management rules and corporate structure on
competition and finding, among other things, that restrictions on access to capital appear to
represent only one of several potential barriers to entry) and Annex available at
http://ec.europa.eu/internal_market/auditing/docs/market/oxera_report_annex_en.pdf
(delineating 18 European Member states’ statutory auditing firm requirements relating to audited
accounts, auditors’ duties and obligations, corporate governance and ownership rules, and
auditor oversight).

Zoe-Vonna Palmrose, Maintaining the Value and Viability of Independent Auditors as
Gatekeepers Under SOX: An Auditing Master Proposal, BROOKINGS-NOMURA SEMINAR: AFTER
THE HORSES HAVE LEFT THE BARN: THE FUTURE ROLE OF FINANCIAL GATEKEEPERS (Sept. 28,
2005), available at http://www.tcf.or.jp/data/20050928 Zoe-Vonna_Palmrose.pdf (proposing the
establishment of an “Auditing Master’s Office” under the Public Company Accounting
Oversight Board umbrella to assess auditor compliance with accounting and auditing standards
when audit failure allegations arise in litigation and enforcement actions).

Zoe-Vonna Palmrose, Symposium: Securities Litigation Reform: The Joint & Several vs.
Proportionate Liability Debate: An Empirical Investigation of Audit-Related Litigation, 1 STAN.
J.L. Bus. & FIN. 53 (Fall 1994) (finding, among other things, that 88% of auditor litigation is
joint with other defendants, a significant number of claims against auditors are weak, and 48% of
those cases resulted in no auditor payouts on claims).

Zoe-Vonna Palmrose and Susan Scholz, The Circumstances and Legal Consequences of Non-
GAAP Reporting: Evidence from Restatements, CONTEMPORARY ACCOUNTING RESEARCH, VOL.
21, No. 1, 139-80 (Spring 2004) (examining and describing 492 U.S. public company
restatements from 1995-1999 and their impact on auditor litigation and finding significant
association between core restatements and such litigation).
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The Panel on Audit Effectiveness, Executive Overview, i-xiv (Aug. 31, 2000) (O’Malley Panel)
(recommending, among other things, that auditing standards should create a “forensic-type”
fieldwork on all audits and auditing firms reaffirm the importance of their audit practices).

Cara Patterson, State Board to Regents: Test at 120 Hours, License at 150 Hours, TRUSTED
PROFESSIONAL, Vol. 11, No. 13, 1, 11 (July 15, 2008) (describing that the State of New York
could maintain a 120-hour requirement for testing, but still require candidates to achieve 150
hours for licensure).

Bernard Pierce and Mary Kilcommins, The Audit Expectations Gap: The Role of Auditing
Education, DCUBS Research Paper Series: No. 13 (1995-1996), available at
http://www.dcu.ie/dcubs/research_papers/no13.htm (studying whether auditing courses can
narrow the expectations gap).

Franklin Pierson, et al., THE EDUCATION OF AMERICAN BUSINESSMEN (1959) (noting that the
main goal of a business education should be the development of an individual with broad
training in both the humanities and principles of business).

R. David Plumlee, Steven J. Kachelmeier, Silvia A. Madeo, Jamie H. Pratt, and George Krull,
Assessing the Shortage of Accounting Faculty, ISSUES IN ACCOUNTING EDUCATION, VoL. 21, No.
2, 113-125 (May 2006) (concluding that in terms of specialization within the accounting
discipline, only 23% and 27% of the projected demand for doctoral faculty in auditing and tax,
respectively, will be met by expected graduations in the coming years, while 92% and 79% of
the projected demand for doctoral faculty in financial accounting and cost accounting,
respectively, will be met).

Jane Porter, Going to the Head of the Class: How the PhD Project is helping to boost the number
of minority professors in B-schools, BusINESS WEEK ONLINE (Dec. 27, 2006), available at
http://www.businessweek.com/bschools/content/dec2006/bs20061227 926455.htm (noting the
percentage of minorities enrolled in business PhD programs in 2006 is double that of minority
business school faculty and describing how the PhD Project is helping to boost the number of
minority professors in business schools by targeting minority professionals for PhD programs).

Gary John Previts and Barbara Dubis Merino, Selected Excerpts from A History of Accountancy
in the United States: The Cultural Significance of Accounting, 340-46, 416-22 (1998) (describing
the history of accounting education over the last 50 years of the twentieth century).

PricewaterhouseCoopers International Limited, 07 Global Annual Review, available at
http://www.pwc.com/extweb/home.nsf/docid/e32c41dba95f78b285257344004b111e (providing
an annual review of the global network PricewaterhouseCoopers International).

PricewaterhouseCoopers International Limited, PwC Announces New Network Organisation to
Build on Leading Position (Aug. 20, 2008), available at
http://www.pwc.com/servlet/pwcPrintPreview?L NLoc=/extweb/ncpressrelease.nsf/docid/A1932
CBD60CY7 (announcing the auditing firm’s intention to reorganize its practices into three regions
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China, United Kingdom, and United States, and noting, as a result of this reorganization, it will
change the leadership model of its global network).

Principles-Based Accounting Standards, A MESSAGE FROM THE CEOS OF THE INTERNATIONAL
AUDIT NETWORKS (Jan. 2008), available at
http://www.globalpublicpolicysymposium.com/GPPC_PBS_White Paper.pdf (proposing a
framework to develop principles-based accounting standards and highlighting the following key
elements of that framework: faithful presentation of economic reality; responsive to users’ needs
for clarity and transparency; consistency with a clear Conceptual Framework; based on an
appropriately-defined scope that addresses a broad area of accounting; written in clear, concise
and plain language; allows for the use of reasonable judgment).

Professional Oversight Board, Financial Reporting Council, Key Facts and Trends in the
Accountancy Profession (July 2008), available at
http://www.frc.org.uk/images/uploaded/documents/Key%20Facts%20and%20Trends%20in%20t
he%20Accountancy%20Profession%20for%20webl.pdf (providing information about members
and students of the six Chartered Accountancy Bodies in the United Kingdom, Ireland, and
Scotland from 2002 to 2007 as well as information from 2002 to 2007 on income, costs, and
staffing of these Bodies and noting that, in 2007, the number of audit firms in the United
Kingdom continued to decline despite the accounting industry’s growth).

Promoting Audit Quality: UK Financial Reporting Council Discussion Paper (Nov. 2006),
available at
http://frc.org.uk/images/uploaded/documents/Promoting%20Audit%20Quality%20paper%20web
%200ptimisedl.pdf (identifying, among other things, the factors central to achieving high audit
quality, including the culture within an audit firm, audit partner and staff skills, audit process
effectiveness, and audit reporting reliability and usefulness).

Public Company Accounting Oversight Board, Board Actions to Date (June 2008), available at
http://www.pcaobus.org/About the PCAOB/PCAOB_Actions_to_Date Update.pdf (describing
the major actions of the PCAOB from 2003 to June 2008).

Public Company Accounting Oversight Board, Consideration of Fraud in a Financial Statement,
Interim Auditing Standard AU 316 (2002), available at
http://www.pcaobus.org/standards/interim_standards/auditing_standards/au_316.html
(establishing standards and providing guidance to auditors on planning and performing audits to
obtain reasonable assurance whether financial statements are free of material misstatement).

Public Company Accounting Oversight Board, Interim Independence Standards, available at
http://www.pcaobus.org/Standards/Interim_Standards/Independence Standards/index.aspx
(describing situations where auditor independence would be impaired).

Public Company Accounting Oversight Board, Observations on Auditors’ Implementation of
PCAOB Standards Relating to Auditors’ Responsibilities with Respect to Fraud, PCAOB
RELEASE No. 2007-001 (Jan. 22, 2007), available at
http://www.pcaobus.org/Inspections/Other/2007/01-22_Release _2007-001.pdf (setting forth
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observations gleaned from the PCAOB’s inspections process relating to auditor responsibility
relating to fraud detection, including, among other things, the lack of appropriate procedural
documentation and mandated brainstorming sessions regarding potential for fraud).

Public Company Accounting Oversight Board, Observations on the Initial Implementation of the
Process for Addressing Quality Control Criticisms within 12 Months after an Inspection Report,
PCAOB RELEASE No. 104-2006-078 (Mar. 21, 2006), available at
http://www.pcaobus.org/Inspections/Public_Reports/2003/2006-03-21 Release 104-2006-
078.pdf (describing the remediation undertaken by the larger auditing firms in response to the
PCAOB?’s criticism of their quality control systems, including enhancing in-house training
curricula).

Public Company Accounting Oversight Board, Proposed Rules on Periodic Reporting by
Registered Public Accounting Firms, PCAOB ReLEASE No. 2006-004 (May 23, 2006), available
at http://www.pcaobus.org/Rules/Docket _019/2006-05-23 Release_No._2006-004.pdf
(proposing a public company auditing firm reporting framework including annual reports
providing basic information regarding the firm and the firm’s public company audit-related
practice over the most recent 12-month period and special or periodic reports providing
information relating to certain triggering events).

Public Company Accounting Oversight Board, The Public Company Accounting Oversight
Board (June 2008), available at

http://www.pcaobus.org/About_the PCAOB/PCAOB_Overview.pdf (providing a description of
the PCAOB and overview of its duties: registration, standards-setting, inspection, and
enforcement).

Public Company Accounting Oversight Board, Report on the PCAOB’s 2004, 2005, and 2006
Inspections of Domestic Triennially Inspected Firms, PCAOB ReELEASE No. 2007-010 (Oct. 22,
2007), available at http://www.pcaobus.org/Inspections/Other/2007/10-22_4010_Report.pdf
(setting forth observations of significant or frequent deficiencies gleaned from the PCAOB’s
inspections of the smaller triennially-inspected public company auditing firms, including, among
other things, the testing of a public company’s revenue recognition, identification of material
related party transactions, accounting for equity transactions, and compliance with independence
requirements).

Public Company Accounting Oversight Board, Request for Public Comment on Proposed Policy
Statement:Guidance Regarding Implementation of PCAOB Rule 4012 (Dec. 5, 2008), available
at http://www.pcaobus.org/Inspections/Other/2007/12-05_Release 2007-011.pdf (describing
when the PCAOB would fully rely on qualified foreign regulatory regimes in its inspection
process).

Public Company Accounting Oversight Board, Rules on Periodic Reporting by Registered Public
Accounting Firms, PCAOB Release No. 2008-004 (June 10, 2008), available at
http://www.pcaobus.org/Rules/Docket_019/2008-06-10 Release No_2008-004.pdf
(promulgating a public company auditing firm reporting framework including annual reports
providing basic information regarding the firm and the firm’s public company audit-related
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practice over the most recent 12-month period and special or periodic reports providing
information relating to certain triggering events).

Public Company Accounting Oversight Board, Standing Advisory Group, Panel Discussion
—Forensic Audit Procedures (Feb. 22, 2007), available at
http://www.pcaobus.org/Standards/Standing_Advisory Group/Meetings/2007/02-
22/Forensic_Audit_Procedures.pdf (discussing issues relating to the performance of forensic
audit procedures as a part of or in addition to financial statement audits).

Public Company Accounting Oversight Board, Standing Advisory Group Meeting Briefing
Paper: Auditor’s Reporting Model (Feb. 16, 2005), available at
http://www.pcaobus.org/Standards/Standing_Advisory Group/Meetings/2005/02-
16/Auditors%20Reporting%20Model.pdf (discussing the current auditor reporting pass/fail
model and its usefulness).

Public Company Accounting Oversight Board, 2003 Annual Report, available at
http://www.pcaobus.org/About_the PCAOB/Annual_Reports/2003.pdf (providing an annual
review of the PCAOB).

Public Company Accounting Oversight Board, 2007 Annual Report, available at
http://www.pcaobus.org/About_the PCAOB/Annual_Reports/2007.pdf (providing an annual
review of the PCAOB).

Public Oversight Board Advisory Panel on Auditor Independence, Strengthening the
Professionalism of the Independent Auditor (Sept. 1994) (Kirk Panel) (urging that the profession
look to board of directors as the audit client, not management, and calling for, among other
things, increased communication between the board of directors and the auditor).

Report of the National Commission on Fraudulent Financial Reporting, Introduction and
Summary of Recommendations, 1-16 (Oct. 1987) (Treadway Commission) (recommending,
among other things, effective internal control functions and business and accounting schools’
teaching the function and importance of internal controls).

Dennis R. Reigle, Heather L. Bunning and Danielle Grant, 2008 Trends in the Supply of
Accounting Graduates and the Demand for Public Accounting Recruits (2008), available at
http://ceae.aicpa.org/NR/rdonlyres/C1E23302-17D3-4ED5-AE81-
B274D9CD7812/0/AICPA_Trends Reports_2008.pdf (exploring the demographics of the
accounting profession through a survey conducted of U.S. colleges, universities, public
accounting firms, and sole practitioners, and finding, among other things, a nearly 19% increase
in accounting enrollments since 2003-2004 to approximately 203,000 students across all degree
programs with minorities making up 26% of bachelor enrollments and 20% of master
enrollments and a 83% increase in summer hires by CPA firms since 2003-2004).

REPORTS ON AUDITED FINANCIAL STATEMENTS, Interim Auditing Standard AU Section 508 (Pub.
Company Accounting Oversight Bd. 2002), available at
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http://www.pcaobus.org/standards/interim standards/auditing standards/index au.asp?series=50
0&section=500 (describing the auditor’s opinion regarding financial statements).

Larry E. Rittenberg and R.D. Nair, Audit Committees: Is There an Expectations Gap? in Dan M.
Guy and Alan J. Winters, THE EXPECTATION GAP STANDARDS: PROGRESS, IMPLEMENTATION
ISSUES, RESEARCH OPPORTUNITIES (New York: AICPA, 1993) (examining and comparing the
evolving expectations and responsibilities placed on audit committees and discussing the
auditing profession’s role in helping audit committees meet those expectations and
responsibilities).

Robert Half International, 2007 Salary Guide: Accounting & Finance Salaries, available at
http://www.roberthalffinance.com/portal/site/rhf-
us/menuitem.137d96be094a53af9a64e9c302f3dfa0/?vgnextoid=435af1ab78d7¢010VgnVCM100
000213ffd0aRCRD (describing the latest salary trends for the accounting profession).

Robert Half International Financial Leadership Council, Charting the Future of the Accounting,
Finance and Audit Professions (July 2007) (discussing, among other things, the auditing
profession’s changing workforce demographics and recruitment and retention challenges).

Robert Half International Financial Leadership Council, Press Release of Financial Leaders
Address Challenges Facing Accounting, Finance and Audit Professions (July 16, 2007),
available at http://www.financialleadershipcouncil.com/press_release 1.html (discussing, among
other things, the auditing profession’s changing workforce demographics and recruitment and
retention challenges).

Joshua Ronen, Post-Enron Reform: Financial Statement Insurance, and GAAP Revisited, 8
STAN.J.L. Bus. & FIN. 39 (Autumn 2002) (proposing as an alternative to appointing and paying
auditors, companies’ purchasing financial statement insurance, which provides coverage to
investors against losses due to financial reporting misrepresentation).

Joshua Ronen and Kenneth A. Sagat, The Public Auditor as an Explicit Insurer of Client
Restatements: A Proposal to Promote Market Efficiency, JOURNAL OF ACCOUNTING, AUDITING
AND FINANCE, Vol. 22, No. 3, 511-26 (Summer 2007) (suggesting public auditing firms create
audit risk insurers to assume the liability risk of a deficient public audit).

Josee Rose, Accounting Firms Wield YouTube, IPhones to Lure Graduates, Dow JONES
NEWSWIRES (September 17, 2007) (describing the ways auditing firms are trying to recruit
Generation Y graduates).

Ronald J. Rotaru, Accountancy Board of Ohio, Testimony and Research before Ohio H. Finance
Committee of the Ohio House of Representatives (Mar. 18, 2005) (noting the difficulty for state
boards of accountancy consolidated with other licensing agencies to enforce statutes governing
the accounting profession).

22


http://www.pcaobus.org/standards/interim_standards/auditing_standards/index_au.asp?series=500&section=500
http://www.pcaobus.org/standards/interim_standards/auditing_standards/index_au.asp?series=500&section=500
http://www.roberthalffinance.com/portal/site/rhf-us/menuitem.137d96be094a53af9a64e9c302f3dfa0/?vgnextoid=435af1ab78d7c010VgnVCM100000213ffd0aRCRD
http://www.roberthalffinance.com/portal/site/rhf-us/menuitem.137d96be094a53af9a64e9c302f3dfa0/?vgnextoid=435af1ab78d7c010VgnVCM100000213ffd0aRCRD
http://www.roberthalffinance.com/portal/site/rhf-us/menuitem.137d96be094a53af9a64e9c302f3dfa0/?vgnextoid=435af1ab78d7c010VgnVCM100000213ffd0aRCRD
http://www.financialleadershipcouncil.com/press_release_1.html

Draft Version: October 2008

Robert H. Roy and James H. MacNeill, HORIZONS FOR A PROFESSION (1967) (emphasizing the
importance of a humanities background for accountants and recommending accounting graduate
study).

RSM International, 2007 Annual Report, available at
http://www.rsmi.com/Website/web.nsf/pages/DOC882DBOAB65BED0348025740C00452DDF
(providing an annual review of the global network RSM International).

Beatrice Sanders and Leticia B. Romeo, The Supply of Accounting Graduates and the Demand
for Public Accounting Recruits—2005 (For Academic Year 2003-2004), available at
http://ceae.aicpa.org/NR/rdonlyres/11715FC6-FOA7-4AD6-8D28-
6285CBE77315/0/Supply_DemandReport_2005.pdf (exploring the demographics of the
accounting profession through a survey conducted of U.S. colleges, universities, public
accounting firms, and sole practitioners).

Sarbanes-Oxley Act, Pub. L. No. 107-204, 116 Stat. 245 (2002) (authorizing, among other
things, the creation of the Public Company Accounting Oversight Board, enhancing corporate
responsibility and financial disclosures, and providing more stringent standards for auditor
independence).

Susan Scholz, The Changing Nature and Consequences of Public Company Financial
Restatements 1997-2006 (Apr. 2008), available at
http://www.treas.gov/press/releases/reports/FinancialRestatements_1997 2006.pdf (finding,
among other things, that financial restatements increased eighteen-fold from 90 in 1997 to 1,577
in 2006 with acceleration in restatement activity occurring in 2001 before the implementation of
the Sarbanes-Oxley Act, and a decline in the average market reaction to financial restatements as
the number of restatements has accelerated).

Securities and Exchange Commission, Executive Summary of the Final Rule: Revision of the
Commission’s Auditor Independence Requirements, FILE No. S7-13-00 (Nov. 2000), available at
http://www.sec.gov/rules/final/finalarchive/finalarchive2000.shtml (strengthening the auditor
independence rules, including identifying certain non-audit services impairing auditor
independence).

Securities and Exchange Commission, Final Rule: Revision of the Commission’s Auditor
Independence Requirements, SEC Rel. No. 33-7919 (2001), available at
http://www.sec.gov/rules/final/33-7919.htm (amending auditor independence rules’
determination of whether an auditor is independent in light of investments made by auditors or
their family members in audit clients, employment relationships between auditors or their family
members and audit clients, and the scope of services provided by auditing firms to their audit
clients).

Securities and Exchange Commission, Final Rule: Strengthening the Commission’s
Requirements Regarding Auditor Independence, SEC Rel. No. 33-8183 (2003), available at
http://www.sec.gov/rules/final/33-8183.htm (revising the auditor independence rules pursuant to
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the Sarbanes-Oxley Act, including audit committee pre-approval of any non-audit services
provided by the auditor and partner rotation requirements).

Securities and Exchange Commission, SEC Announces Reporting Requirements for Companies
Audited by Andersen LLP, Press Rel. No. 2002-39 (Mar. 18, 2002), available at
http://www.sec.gov/news/press/2002-39.txt (announcing orders and rules to ensure information
flow to investors in the wake of the indictment of Arthur Andersen LLP).

Securities and Exchange Commission, Staff Accounting Bulletin No. 90 (Feb. 7, 1991) (setting
forth SEC staff interpretations to provide guidance regarding the disclosure by and relief to
clients of Laventhol & Horwath).

Securities and Exchange Commission, Temporary Final Rule and Final Rule: Requirements for
Arthur Andersen LLP Auditing Clients, SEC Release No. 33-8070 (Mar. 18, 2002), available at
http://www.sec.gov/rules/final/33-8070.htm (providing financial statement reporting rules for
public companies in response to the indictment of Arthur Andersen LLP).

Dan A. Simunic, Discussion Of Twenty-Five Years of Audit Deregulation and Re-Regulation:
What Does it Mean for 2005 and Beyond?, AUDITING: A JOURNAL OF PRACTICE & THEORY, Vol.
24, Supp., 111-113 (May 2005) (noting that intense audit market competition has revealed the
“very fragile incentives” for auditors to serve third party interests, such as investors and
creditors, if those interests are in conflict with management or shareholder interests and
suggesting that the post-Sarbanes-Oxley era provides an opportunity for Congress, the
profession, regulators, and various other interested parties the opportunity to restructure and
rethink the profession).

Alix Stuart, Big Four Stems Exodus to Smaller Auditors, CFO.com (Feb. 1, 2008), available at
http://www.cfo.com/article.cfm/10611201/c_106315067f=todayinfinance_next (documenting a
40% decline in public companies’ switching from the four largest auditing firms to smaller firms
in 2007, or 101 changes in 2007 down from 163 in 2006).

Mary W. Sullivan, The Effect of the Big Eight Accounting Firm Mergers on the Market for Audit
Services, ECONOMIC ANALYSIS GROUP DiscUsSION PAPER EAG 00-2 (Mar. 17, 2000), available
at http://ssrn.com/abstract=237289 (assessing the impact of the two 1989 auditing firm mergers
on the auditing services market, and finding, among other things, marginal cost reductions in
large public company audits and no evidence of anti-competitive effects).

Mary W. Sullivan, Great Migration: How Recent Events Changed the Switching Behavior of
Top-Tier Audit Clients (Nov. 6, 2007) (forthcoming) (investigating the possible causes of
switching from the four largest auditing firms to smaller firms, including the failure of Arthur
Andersen and the implementation of the Sarbanes-Oxley internal control requirements, and
suggesting that the increase in switching was due to the demand for internal control audit
services).

Gary L. Sundem, The Accounting Education Change Commission: Its History and Impact,
ACCOUNTING EDUCATION SERIES, Vol. No. 15, Chapter 6 (1999), available at
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http://aaahq.org/AECC/history/index.htm (describing the Accounting Education Change
Commission’s use of Position and Issues Statements as consensus documents to influence
change in accounting education and summarizing these Statements, such as Issues Statement
Number 2 and the impact of the CPA examination upon accounting education quality).

Michael H. Sutton, Financial Reporting at a Crossroads, ACCOUNTING HORIZONS, Vol. 16, No.
4 (319-28) (Dec. 2002) (commenting on the financial reporting scandals, questioning the
partnership between the public and private sectors regarding capital markets oversight, and
recommending, among other things, strengthening the independent audit).

Edward P. Swanson, Publishing in the Majors: A Comparison of Accounting, Finance,
Management, and Marketing, CONTEMPORARY ACCOUNTING RESEARCH, Vol. 21, No. 1, 223-255
(Spring 2004) (noting that significant differences exist in the number of articles and proportion
of doctoral faculty who published in the “major” journals in accounting, finance, management,
and marketing and finding that the proportion of doctoral faculty publishing a major article is 1.4
to 2.4 times greater in other business disciplines than in accounting).

Eric L. Talley, Cataclysmic Liability Risk Among Big Four Auditors, 106 CoLuM. L. REv. 1641
(November 2006) (analyzing from a legal, theoretical, and empirical perspective the liability risk
of the largest public company auditing firms relating to securities fraud class actions).

Tax Practices Lead Growth for National Survey Firms, PUBLIC ACCOUNTING REPORT, 1, 3-8
(Apr. 30, 2008) (surveying the ten largest U.S. accounting firms and noting that total firm
revenue in fiscal year 2007 increased to about $35.4 billion).

Leah Townsend and Mark Grothe, Control Deficiencies — Finding Financial Impurities, GLASS
LEwIs & Co RESEARCH (June 24, 2005) (analyzing the increasing number of public company
internal control deficiency disclosures over 2004 and early 2005).

Lynn E. Turner, Learning from Accounting History: Will We Get It Right This Time?, ISSUES IN
ACCOUNTING EDUCATION, Vol. 21, No. 4, 383-407 (Nov. 2006) (analyzing recent events shaping
the auditing profession and recommending, among other things, including the establishment of
independent corporate governance for the larger international auditing firms and greater
transparency of the auditing firms).

Sir David Tweedie, Challenges Facing the Auditor: Professional Fouls and the Expectation
Gap, DELOITTE, HASKINS AND SELLS LECTURE, UNIVERSITY COLLEGE, CARDIFF (1987) (noting
that among the attributes the public expects of auditors is a clear acknowledgment of their
responsibility for the reliability of financial statements, particularly with respect to the detection
of fraud, and stating that a company’s management and board have the primary role in
preventing fraud).

2007 Fastest Growing Firms Post 12.5% Growth Rate, PuBLIC ACCOUNTING REPORT 1-7 (Oct.

15, 2007) (documenting a 12.5% revenue growth rate for the 100 fastest growing accounting
firms).
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Uniform Accountancy Act (Fifth Ed. July 2007), available at
http://www.aicpa.org/download/states/UAA_Fifth_Edition_January 2008.pdf (setting forth the
American Institute of Certified Public Accountants’ (AICPA) and NASBA'’s jointly authored
model bill which focuses on the education, examination, and experience requirements for
certified public accountants).

U.S. General Accounting Office, Executive Summary from The Accounting Profession: Major
Issues, Progress and Concerns, GAO/AIMD-96-98, 1-21 (Sept. 1996), available at
http://www.gao.gov/archive/1996/ai96098.pdf (identifying, among other things,
recommendations made from 1972 through 1995 to improve accounting and auditing standards
and the performance of independent public company audits and those recommendations’ status).

U.S. General Accounting Office, The Accounting Profession: Appendices to Major Issues,
Progress and Concerns, GAO/AIMD-96-98A (Sept. 1996), available at
http://www.gao.gov/archive/1996/ai96098a.pdf (listing the individual recommendations made by
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