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How the PCAOB Can Improve Investor Protection
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Current State of Information Flow
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PCAOB Information Potential Uses

Currently available through Registered Firms Search
* Discloses all issuer audits (Form AP)

 Disciplinary Proceedings

* |nspections

F| rm « Currently available through Inspection Reports Search
« Connects Firms to Inspection Approach and Findings

InSpeCthnS * Remediation Failures connects to Firm Response

« Currently available through Auditor Search

FO ' M AP » Connects Firm to Engagement Partner

« Connects Engagement Partner to Issuer

E nfO rce Im e nt » Currently available through Enforcement Actions Search

. e Connects Firm and Engagement Partner to Enforcement
Actions
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Lessons from EDGAR

»Created a cottage industry for the outsourcing of XBRL compliance,
making this a cost center and challenging for small companies

»Because it was an after thought to statement preparation, the XBRL
tagging remain unaudited and error-prone

»Although EDGAR created an XBRL to API link and data portal, it was not
easy to use and primarily used by data aggregators, limiting the
investor audience for the information and undermining the ultimate
goal of investor protection

»Further standardization of XBRL tagging taxonomy and curtailing use
of extensions through generic tagging can improve data

»Encouragement of in-house tagging can potentially improve data

available for audit.




Technology Options: XBRL/iXBRL

> XBRL (eXtensible Business Reporting Language) and iXBRL (iline XBRL)
was primarily developed to deal with unstructured information, often in
PDF format

»PDF documents are not technology friendly

» Tagging requires a well throughout taxonomy and the ability to
consider generic tags to avoid similar information entered under
different tagging extensions

»XBRL and iXBRL automation is still dependent on manual report
creation by accountants and is highly specific to the issuer, SO process

implementation is key (tagging at the source)




Technology Options: Digital Form Portal/Database

> Where information is truly standardized, creating a digital form or csv
upload capability into a database remains the best way to ensure clean
information is captured for redistribution to interested users

»Costs of cloud data storage continue to fall

»Cost to build user portal and API layers are also falling

»Advantage of taking data from the source creates greater usability by

the user audience




Key Takeaways

» Current form of PCAOB information is only useful on a one-off basis

»PCAOB information in a digitized form can be very useful for studying
patterns across audit firms, engagement partners and issuer relationships
which can increase confidence in auditor quality

» PCAOB enforcement actions, registration disapprovals and remediation
failures can be more easily connected to audits as potential risks

> Greater visibility into PCAOB data will generate further use cases

»Ensuring that information going into the PCAOB system is properly audited
by virtue of process or by mandate will greatly increase the usability of the
data

> The usefulness of PCAOB data is impacted by the usefulness of EDGAR
data
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PCAOB Information — Registered Firms
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PCAOB Information — Registration Disapproval Notices
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Summary of key findings
that support disapproval




PCAOB Information — Firm Inspection Reports

Key .
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PCAOB Information — Remediation Failures

Key .
information  EXecutive Summary

Inspection Observations
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PCAOB Information — Auditor Search

Key -
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PCAOB Information — Enforcement Actions

Iﬁ?grmation By Enforcement Type

(Settled, Adjudicated,
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At the Engagement
Partner Level and Firm
Level




Building Investment

Excellence
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