
 
 

 

August 7, 2026 
 
Office of the Secretary 
Public Company Accoun�ng Oversight Board 
1666 K Street, NW 
Washington, DC 20006-2803 
 
Re: PCAOB Release No. 2026-005, Request for Public Comment on PCAOB Standard Se�ng 
 
Dear Office of the Secretary:  
 
The Center for Audit Quality (CAQ) is a nonpar�san public policy organiza�on that serves as the voice of 
U.S. public company auditors on ma�ers related to public company audits. The CAQ promotes high-quality 
audits; convenes capital market stakeholders to advance dialogue on issues affec�ng audit quality, 
corporate repor�ng, and investor trust; and, through independent research and analysis, advocates for 
policies and standards that strengthen the effec�veness of public company audits amid evolving market 
condi�ons. This le�er reflects the CAQ’s observa�ons based on feedback from certain member firms, but 
not necessarily the views of any par�cular firm, individual, or CAQ Governing Board member. 
 
The Center for Audit Quality (CAQ) appreciates the opportunity to provide comments on the Public 
Company Accoun�ng Oversight Board’s (PCAOB or Board) standard-se�ng agenda.  
 
We support the Board’s con�nued commitment to obtaining stakeholder input and maintaining high-
quality audi�ng standards that serve investors and the public interest and commend the Board for 
solici�ng public comment on the standard-se�ng agenda. As the Board considers future priori�es, we 
believe a though�ul, transparent, and evidence-based standard-se�ng process is cri�cal to achieving 
durable improvements in audi�ng standards while minimizing unintended consequences and unnecessary 
implementa�on burdens. 
 
Execu�ve Summary 
 
The PCAOB would benefit from a conceptual framework for standard se�ng. Our le�er sets forth prac�cal, 
common-sense principles that could serve as a founda�on, including: 1) Standards should be durable, 
appropriately jus�fied, and scalable; 2) Transparent due process and mul�-stakeholder engagement are 
essen�al; 3) Effec�ve post-adop�on support and review are cri�cal; and 4) Domes�c and interna�onal 
coordina�on is beneficial. 
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We recommend con�nuing the research project on Data and Technology, including Digital Assets, and 
including the following areas in the Board’s standard-se�ng agenda: Noncompliance with Laws and 
Regula�ons (NOCLAR) and Fraud; Auditor Independence; and Considera�on of an En�ty’s Ability to 
Con�nue as a Going Concern. In each of these areas, the PCAOB should consider the work of other 
standard se�ers, domes�c and interna�onal, rather than pursuing projects in isola�on. We do not believe 
Cri�cal Audit Ma�ers (CAMs) or Firm and Engagement Metrics or similar Audit Quality Indicators (AQIs) 
warrant standard se�ng. Finally, we offer views on poten�al PCAOB ac�ons in response to the U.S. 
Securi�es and Exchange Commission’s (SEC) semiannual repor�ng proposal. 
 
 
The PCAOB Would Benefit from a Conceptual Framework for Standard Se�ng 
 
We support the development and adop�on of a publicly available conceptual framework to guide the 
PCAOB’s standard-se�ng process. A publicly available framework would provide greater transparency, 
consistency, and discipline in agenda-se�ng, project priori�za�on, standard development, 
implementa�on, and post-adop�on evalua�on. It would also help stakeholders be�er understand how 
and why the Board undertakes par�cular projects, weighs compe�ng considera�ons, and reaches 
resolu�on.  
 
The development of such a framework would benefit from robust stakeholder engagement, including 
input from investors, issuers, audit firms, audit commi�ees, academics, and other interested par�es. Given 
the importance of a conceptual framework to the PCAOB's future standard-se�ng ac�vi�es, we believe 
any proposed conceptual framework and any future material changes to the framework should be exposed 
for public comment and refined through an open and transparent process before being finalized, adopted, 
and made publicly available. Such a framework would be consistent with other standard se�ers and would 
be relevant to guide the PCAOB’s ac�vi�es beyond the current board and strategic plan period.  
 
We believe the considera�ons below reflect prac�cal, common-sense principles that could serve as the 
founda�on of a conceptual framework without imposing undue complexity or detrac�ng from the 
PCAOB’s ongoing priori�es: 
 
1. Standards Should be Durable, Appropriately Jus�fied, and Scalable 

 
We encourage the Board to undertake new standard-se�ng projects only when a demonstrated need 
to improve auditor performance or to clarify an emerging audit-related issue exists (e.g. ambiguity or 
inconsistent applica�on, emerging risks, changed capital-market prac�ces and/or requirements) and 
when the expected benefits jus�fy the costs. Durable standards are standards that address clearly 
iden�fied problems, remain relevant as business prac�ces evolve, and can be consistently applied over 
�me without crea�ng unnecessary complexity or requiring frequent revision. Careful priori�za�on 
allows the PCAOB and stakeholders to focus resources on areas that present the greatest opportuni�es 
to effect change to advance audit quality. Before ini�a�ng a project, the Board should clearly iden�fy 
the problem to be addressed and ar�culate the public interest issues and ra�onale for ac�on 
consistent with the PCAOB Staff Guidance on Economic Analysis in PCAOB Standard-Se�ng, which 
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con�nues to apply and should underpin any new framework.1 This assessment should include 
ar�cula�ng the root cause of the problem being addressed and evalua�ng whether it relates to auditor 
performance and/or exis�ng audi�ng standards. 

 
Gathering the necessary informa�on to develop and adopt informed, durable standards takes �me. 
We understand that sufficient �me is needed for the PCAOB to evaluate alterna�ves, obtain 
stakeholder input, conduct economic analysis, and assess implementa�on implica�ons.   
 
Similarly, firms require sufficient �me to evaluate the implica�ons of a standard, including detailed 
changes to language, and respond appropriately. Global network firms o�en must coordinate 
feedback within their networks and consider interac�ons among mul�ple regulatory and standard-
se�ng regimes. Smaller firms also face acute concerns regarding the �ming to evaluate and respond 
to standards, as those firms’ more limited resources are o�en focused on suppor�ng engagement 
teams in the performance of quality audits. Requiring firms to evaluate or implement mul�ple 
standards simultaneously can place considerable demands on those resources, especially when the 
ac�ons of other regulators (SEC, interna�onal, etc.) are also considered. 
 
The Board should also recognize that guidance may o�en be a more relevant tool than standard se�ng 
when addressing emerging or evolving issues. The PCAOB’s standards should remain principles-based 
and durable; guidance can inform auditors how to apply those founda�onal standards to emerging 
fact pa�erns. The Board may wish to consider models used by other standard se�ers, such as 
mechanisms that allow emerging prac�ce issues to be iden�fied, evaluated, 2 and addressed through 
�mely interpre�ve or implementa�on guidance when full-scale standard se�ng is not warranted. The 
PCAOB’s consulta�on process could be used to iden�fy common ques�ons and/or areas of diversity 
in prac�ce that may lend themselves to addi�onal research and/or the promulga�on of guidance. The 
PCAOB’s inspec�on process can be another source of informa�on for the PCAOB’s Office of the Chief 
Auditor (OCA) to understand where there are emerging interpreta�on differences or diversity in 
prac�ce on certain topics. 
 
OCA should have end-to-end responsibility for standards, including their development, 
implementa�on, and interpreta�on. OCA’s responsibility for interpre�ng standards should include 
interpreta�on ques�ons arising during the inspec�ons process. The decisions and conclusions reached 
through the OCA consulta�on process should not be subject to subsequent override (e.g. through the 
inspec�ons process) unless facts and circumstances presented in the consulta�on were incomplete or 
inaccurate. 
 
The PCAOB should engage broadly with audit commi�ees and preparers but maintain a clear 
dis�nc�on between the responsibili�es of auditors and those of management or audit commi�ees 
such that auditor requirements do not effec�vely create new obliga�ons for management or audit 
commi�ees or a�empt to achieve broader objec�ves that are outside the Board’s remit. The Board 
should con�nue to work in a coordinated manner with the SEC and others, par�cularly in areas where 

 
1 Refer to Staff Guidance on Economic Analysis in PCAOB Standard-Se�ng.  
2 Such as the Financial Accoun�ng Standards Board (FASB)’s Emerging Issues Task Force, which helps to iden�fy and 
evaluate emerging prac�ce issues. 

https://pcaobus.org/oversight/standards/economic-analysis/05152014_guidance
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more holis�c solu�ons are warranted, and consider appropriate alignment on issues relevant to 
issuers.  

 
Scalability and the impact on smaller firms and issuers should remain important considera�ons 
throughout the process, including when iden�fying and priori�zing projects, developing standards or 
guidance, suppor�ng implementa�on, and monitoring post-implementa�on effects. 

 
2. Transparent Due Process and Mul�-Stakeholder Engagement Are Essen�al 

 
Effec�ve standards require meaningful engagement from diverse stakeholders throughout the 
lifecycle of a project. Stakeholder par�cipa�on and effec�ve two-way communica�on could occur 
during agenda development, informa�on gathering, concept development, proposal dra�ing, 
finaliza�on, implementa�on, and post-implementa�on review (PIR). The process used to establish 
priori�es and promulgate standards should be open, transparent, and informed by broad public input. 
Stakeholders should have visibility into the ra�onale for projects, the evidence suppor�ng proposals, 
alterna�ves considered, and how comments and feedback are evaluated. 
 
The PCAOB should make greater use of its advisory groups throughout the lifecycle of standard-se�ng 
projects, including as an input during project selec�on, problem defini�on, proposal development, 
evalua�on of how to evaluate and respond to public comments, implementa�on planning, and post-
implementa�on evalua�on. The Board should also consider establishing project-specific task forces 
when specialized exper�se is needed. These groups can provide prac�cal insight into implementa�on 
challenges, emerging technologies, industry-specific considera�ons, and other specialized areas.  

 
We believe the PCAOB should seek opportuni�es to enhance stakeholder engagement early in the 
standard-se�ng process. Building consensus on ra�onale and public interest issues before dra�ing 
begins would help the Staff establish a clear direc�on and scope, while early input from prac��oners 
and other stakeholders could help iden�fy opera�onal challenges, implementa�on considera�ons, 
and unintended consequences, resul�ng in more informed and effec�ve proposals. 
 
Public delibera�ons, such as roundtables and workshops, concept releases where appropriate, and 
comment periods3 that are commensurate with the significance and complexity of a proposal all 
contribute to informed decision-making and allow for though�ul stakeholder par�cipa�on, robust 
analysis, and coordinated feedback. The PCAOB should supplement the use of its advisory groups with 
mechanisms for con�nued stakeholder engagement throughout the standard-se�ng process, 
including a�er proposals are issued and before final standards are adopted. This promotes 
transparency and clarity regarding how comments are considered and facilitates robust two-way 
dialogue throughout the lifecycle of a project. 
 
Ongoing engagement can help mi�gate risks and avoid circumstances in which updated language in 
final standards has not been sufficiently ve�ed or adequately explained, resul�ng in uncertainty 
regarding the Board's intent, the expected level of effort, poten�al unintended consequences, or 
related economic considera�ons.  

 
3 The IAASB, for example, typically uses comment periods of no less than 90 days on exposure dra�s. 
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The Board should also selec�vely provide an opportunity for pilot tes�ng, field tes�ng, and dry runs 
in certain limited circumstances, with a commensurate comment period, for significant or novel 
proposals. Such ac�vi�es can help iden�fy unintended consequences, inform economic analysis, and 
improve implementa�on outcomes. 

 
3. Effec�ve Post-Adop�on Support and Review Are Cri�cal to Successful Standard Se�ng 

 
The success of a standard depends not only on its adop�on but also on effec�ve implementa�on. The 
PCAOB should provide implementa�on support through guidance, published interpreta�ons, 
frequently asked ques�ons, and other mechanisms that promote consistent applica�on. 
 
Ques�ons inevitably arise during implementa�on that may not have been foreseeable during the 
standard-se�ng process. All firms should have access to transparent processes for raising 
implementa�on concerns and obtaining �mely guidance. The PCAOB consulta�on process may help 
to achieve this objec�ve. There should also be a mechanism to communicate responses to common 
ques�ons arising through consulta�ons broadly to all prac��oners.  

 
We also support the use of post-implementa�on reviews where appropriate. Such reviews can assess 
whether standards are achieving intended objec�ves, iden�fy scalability concerns, evaluate economic 
effects, and determine whether amendments may be warranted. 

 
4. Domes�c and Interna�onal Coordina�on Is Beneficial 

 
Many firms operate under PCAOB, American Ins�tute for Cer�fied Public Accountants (AICPA), and 
Interna�onal Audi�ng and Assurance Standards Board (IAASB) standards simultaneously and develop 
their methodologies to sa�sfy mul�ple requirements. Accordingly, we encourage the Board to 
coordinate with other domes�c and interna�onal standard se�ers before, during, and a�er standard-
se�ng projects. The objec�ve of domes�c and interna�onal coopera�on and coordina�on warrants 
the PCAOB working proac�vely to engage with other standard se�ers at each stage of the standard-
se�ng process, from agenda to execu�on and implementa�on and interpreta�on. The PCAOB should 
also ac�vely engage in and monitor the ongoing standard-se�ng ac�vi�es of domes�c and 
interna�onal standard se�ers in order to broaden its understanding of the ac�vi�es of other standard 
se�ers, their delibera�ons, and their associated considera�ons and ra�onale for conclusions. 
 
Complete convergence is neither necessary nor always desirable, as U.S. standards must fit the unique 
characteris�cs of the U.S. regulatory and capital markets environment, just as Generally Accepted 
Audi�ng Standards (GAAS) may have inten�onal differences with the Interna�onal Standards on 
Audi�ng (ISAs). However, unnecessary differences should be avoided. Where differences exist, they 
should be clearly explained and jus�fied. To the extent possible, whenever the intended meaning is 
the same, consistent terminology should be used to avoid confusion or unnecessary interpreta�ve 
burden.  
 
We encourage the Board to create a process to work with other standard se�ers (IAASB and the 
AICPA’s Audi�ng Standards Board (ASB)) to create crosswalks or other compara�ve resources, similar 
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to the AICPA ASB’s Appendix B - Substan�ve Differences Between the ISAs and GAAS document, that 
help stakeholders understand where PCAOB standards differ from other major audi�ng standards and 
the ra�onale for those differences, including the reasoning and related auditor expecta�ons. We also 
encourage the Board to collaborate through joint task force ac�vi�es in major topics such as 
technology and digital assets.  

 
Agenda Topic Recommenda�ons 
 
Research Agenda 
 
We support including the following topics on the PCAOB’s research agenda: 
 
1. Data and Technology  

 
Technology is transforming audits and the audit profession at an unprecedented pace. While we 
support efforts to evaluate how the applica�on of exis�ng PCAOB audi�ng standards is impacted by 
emerging technology, we encourage the PCAOB to proceed carefully to avoid uninten�onally limi�ng 
innova�on or crea�ng requirements that become obsolete as technology evolves. The exis�ng 
principles-based requirements within the PCAOB audi�ng standards can be applied in prac�ce today; 
however, research is needed to further understand the rapidly evolving landscape and what standard 
se�ng may be needed. In our view, guidance could help clarify how principles-based standards should 
be applied when emerging technologies, such as ar�ficial intelligence (AI), are used by management 
and auditors. However, it is appropriate to be mindful of the possibility that language in current 
standards may need to be re-evaluated as audits become more technologically enabled and as the 
prevalence and sophis�ca�on of companies’ use of AI and other emerging technologies con�nue to 
evolve. Therefore, we encourage research to gather this informa�on through outreach with PCAOB 
advisory groups and direct engagement with firms to understand how methodologies are evolving to 
address the use of advancing technologies, such as probabilis�c models. 

 
We recommend that the Board begin with an assessment of work being performed by organiza�ons 
such as the Commi�ee of Sponsoring Organiza�ons of the Treadway Commission (COSO),4 Financial 
Execu�ves Interna�onal (FEI),5 the IAASB,6 the AICPA, UK Financial Repor�ng Council (FRC),7 and other 
standard se�ers and regulators. Further, any project should be informed by extensive mul�-
stakeholder outreach and close coordina�on with the SEC, FASB, IAASB, ASB, and other relevant 
organiza�ons. PCAOB developments related to technology should be harmonized with expecta�ons 
for management and guidance developed by other regulators and standard se�ers. 
 
A principles-based approach is generally preferable in emerging areas. Any technology-related project 
should start with research to understand and consider the interac�on of emerging technologies with 
broader interconnected PCAOB audi�ng and quality control standards, including standards related to 

 
4 See COSO’s Achieving Effec�ve Internal Control Over Genera�ve AI. 
5 See FEI’s AI Framework: Internal Control Over Financial Repor�ng Whitepaper. 
6 See the IAASB’s Technology Quality Management Workstream. 
7 See UK FRC guidance on Genera�ve and Agen�c AI Guidance: Risks, mi�ga�ons and illustra�ve examples. 

https://ab5bd07f-8066-4a33-869e-6f82d80ee59a.filesusr.com/ugd/719ba0_08f358f2c8f946fa9d26bd51d37b7117.pdf
https://my.financialexecutives.org/Shop/Product-Catalog/Product-Details?productid=1C57ED3C-0970-F111-AB0D-00224806F7E7
https://www.iaasb.org/consultations-projects/technology-quality-management-workstream
https://media.frc.org.uk/documents/Generative_and_Agentic_AI_Guidance_crosPeBU.pdf
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audit evidence, documenta�on, risk assessment, substan�ve procedures, supervision and review, and 
quality control,8 and engage with stakeholders to build consensus on any changes that may be needed.  
 
Consistent with the conceptual framework principle of obtaining mul�-stakeholder input including 
relevant exper�se when needed, the Board could leverage a technology task force to con�nue to 
support the PCAOB’s understanding of rapidly evolving developments in the ecosystem, and inform 
the development of guidance related to evolving technologies where warranted. This task force could 
also stay informed and leverage the work of the other standard se�ers and groups iden�fied above 
(e.g., COSO, FEI, IAASB, AICPA, and the FRC). Such a task force could include auditors, preparers, audit 
commi�ee members, investors, academics, technology specialists, and representa�ves of other 
relevant standard se�ers or regulators. Its work could help iden�fy areas where exis�ng standards 
may be subject to differing interpreta�ons, and areas where interpre�ve ques�ons are emerging, to 
inform the development of guidance in the short term and future considera�ons as to whether 
standard se�ng may be necessary. We encourage findings and recommenda�ons of such a task force 
to be made public. 

 
2. Digital Assets  

 
The digital asset ecosystem con�nues to evolve rapidly. At this stage, monitoring developments, 
including the evolving regulatory landscape, and providing targeted guidance where necessary may 
be more appropriate than proceeding to standard se�ng. Any PCAOB standards and guidance 
regarding digital assets should be harmonized with expecta�ons for management and guidance 
developed by other regulators and standard se�ers. 
 
The PCAOB should con�nue studying developments in this area, including emerging topics related to 
the con�nued adop�on of stablecoins and increased ac�vity related to the tokeniza�on of real-world 
assets. Addi�onally, topics such as safeguarding of private keys, reliability of informa�on from 
blockchains, and determining when substan�ve procedures alone cannot provide sufficient 
appropriate audit evidence, con�nue to be focus areas in the digital asset ecosystem that may warrant 
addi�onal study by the PCAOB. PCAOB ac�ons in this space would improve transparency of 
expecta�ons for auditors, which would both support auditor performance and assist investors in 
understanding these responsibili�es and residual risks associated with digital assets. The AICPA has 
published a widely-used prac�ce aid, Accoun�ng for and Audi�ng of Digital Assets, that provides 
nonauthorita�ve guidance on how to account for and audit digital assets.9 This work could provide a 
useful star�ng point for any addi�onal audi�ng guidance from the PCAOB. Similar to our 
recommenda�ons on data and technology, the use of a task force to monitor developments in the 
ecosystem and inform the need for, and development of, guidance and/or standards when warranted 

 
8 Such as: AS 1105 – Audit Evidence, AS 1215 – Audit Documenta�on, AS 2110 – Iden�fying and Assessing Risks of 
Material Misstatement, AS 2301 - The Auditor's Responses to the Risks of Material Misstatement, AS 2305 – 
Substan�ve Analy�cal Procedures (interim standard), AS 2315 – Audit Sampling (interim standard), AS 2510 – 
Audi�ng Inventories (interim standard), AS 2601 – Considera�on of an En�ty’s Use of a Service Organiza�on, AS 
2605 – Considera�on of the Internal Audit Func�on, AS 1201 – Supervision of the Audit Engagement, as well as QC 
1000, A Firm’s System of Quality Control. 
9 See Accoun�ng for and Audi�ng of Digital Assets Prac�ce Aid (PDF) | Resources | AICPA & CIMA. The prac�ce aid 
reflects mul�stakeholder views including auditors, preparers, and those in industry. 

https://www.aicpa-cima.com/resources/download/accounting-for-and-auditing-of-digital-assets-practice-aid-pdf
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is advisable. The exis�ng AICPA Digital Assets task force, which has years of experience on this topic, 
could be leveraged to further this objec�ve. 

 
Standard-Se�ng Agenda 
 
We largely believe the exis�ng PCAOB standards are fit for purpose. There are certain standard-se�ng 
topics that would benefit from incremental, prac�cal improvements. 
 
1. Fraud and NOCLAR  

 
We recommend that the fraud and NOCLAR projects remain separate but proceed concurrently given 
their overlapping considera�ons. Because many of the public interest issues iden�fied in the prior 
NOCLAR project relate to fraud, conduc�ng the projects in parallel may be most effec�ve. These 
projects should take into account the IAASB’s recently modernized fraud standard and the ASB’s 
current project on AU-C sec�on 240, while giving appropriate considera�on to the inten�onal 
difference in approach taken by the PCAOB in the development of its risk assessment standards, and 
the U.S. legal and capital markets environment, which we believe differ significantly from the 
interna�onal environment. 

 
Our comment le�er on the prior NOCLAR proposal provided our views on elements for considera�on 
in an updated proposal.10 We support modernizing PCAOB standards with appropriate considera�on 
to addressing relevant auditor responsibili�es described in Sec�on 10A of the Securi�es Exchange Act 
of 1934 (Sec�on 10A); however, auditors should not be asked to make conclusions that are beyond 
the auditor’s competence and area of exper�se. A project that vastly expands the responsibili�es of 
auditors for compliance or conflates the responsibili�es of management and auditors, as the previous 
NOCLAR proposal did, is not jus�fied or appropriate.  

 
2. Auditor Independence 

 
We support a comprehensive reassessment of the PCAOB ethics and independence rules. Significant 
changes have occurred in business prac�ces, corporate structures, and technology since the adop�on 
of the Board’s interim ethics and independence standards two decades ago. SEC and AICPA 
independence requirements have also been updated in the mean�me. The Board should evaluate 
whether the PCAOB ethics and independence rules overlap with SEC independence rules and if 
unnecessary duplica�on can be removed.  

 
Many of the PCAOB ethics and independence rules address situa�ons that were relevant at a specific 
point in �me or were in response to business prac�ces that have now evolved (e.g., the formal wri�en 
communica�on and documenta�on requirements under Rule 3524 and 3525 versus considera�on of 
electronic communica�on prac�ces today).11 We believe that several of the PCAOB ethics and 

 
10 See CAQ Comment Le�er to the PCAOB on Proposed Amendments Related to a Company’s Noncompliance with 
Laws and Regula�ons (March 2024). 
11 PCAOB Rule 3524, Audit Commi�ee Pre-approval of Certain Tax Services and Rule 3525, Audit Commi�ee Pre-
approval of Non-audit Services Related to Internal Control Over Financial Repor�ng (Rule 3524 and Rule 3525). 

https://thecaq.wpenginepowered.com/wp-content/uploads/2024/03/caq_pcaob_NOCLAR_2024-03.pdf
https://thecaq.wpenginepowered.com/wp-content/uploads/2024/03/caq_pcaob_NOCLAR_2024-03.pdf
https://pcaobus.org/about/rules-rulemaking/rules/section_3
https://pcaobus.org/about/rules-rulemaking/rules/section_3
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independence rules12 could be repealed without crea�ng gaps in the independence regulatory regime, 
because those rules overlap with or have been superseded by SEC independence rules. Reducing 
PCAOB overlap with exis�ng SEC independence requirements could reduce complexity and 
compliance costs without compromising investor protec�on. 

 
More broadly, we support durable independence requirements that address meaningful threats to the 
auditor objec�vity and impar�ality rather than technical or documenta�on requirements that do not 
affect investor protec�on and may require overly prescrip�ve communica�ons to the audit 
commi�ee. Such communica�ons could distract from audit commi�ee oversight of the audit and more 
meaningful discussions with auditors. Any moderniza�on project on independence should proceed in 
close coordina�on with the SEC. 

 
3. Considera�on of an En�ty’s Ability to Con�nue as a Going Concern  

 
Although not currently included on the proposed agenda, we recommend con�nuing work in a 
targeted manner on AS 2415, Considera�on of an En�ty’s Ability to Con�nue as a Going Concern. 
Opportuni�es exist to be�er align auditor responsibili�es and the intent of Sec�on 10A with 
management’s responsibili�es under the accoun�ng standards, which would be consistent with an 
objec�ve of the conceptual framework ar�culated above. 

 
The Board should conduct broad outreach and consider opportuni�es for harmoniza�on with efforts 
by other standard se�ers, including considering the ASB’s AU-C sec�on 570, which aligns to the current 
FASB requirements, as well as the ASB’s current project in rela�on to AU-C sec�on 570. 

 
Topics That Do Not Warrant Standard Se�ng 
 
1. Cri�cal Audit Ma�ers (CAMs) 

 
We do not believe changes to the CAMs framework should be a priority. In our view, the CAMs 
standard has achieved its objec�ves and appears to be applied consistent with its intent. Research 
conducted by the CAQ, including its 2024 survey of ins�tu�onal investors, indicates that ins�tu�onal 
investors generally find CAMs useful and informa�ve, with 92% of surveyed investors repor�ng that 
CAMs are useful.13 We encourage the Board to consider these findings when evalua�ng whether 
changes to the CAM framework are warranted. 

 

 
12 PCAOB Rule 3500T, Interim Ethical and Independence Standards, Interim Standard ET 101, Independence, Interim 
Standard ET 191, Ethics Rulings on Independence, Integrity and Objec�vity, Interim Standard ISB No. 2, Certain 
Independence Implica�ons of Audits of Mutual Funds and Related En��es, Interim Standard ISB No. 3, Employment 
with Audit Clients, Interim Standard ISB No. 99-1, Impact on Auditor Independence of Assis�ng Clients in the 
Implementa�on of FAS 133 (Deriva�ves and Hedging Ac�vi�es), PCAOB Rule 3521, Con�ngent Fees, and related 
defini�on in PCAOB Rule 3501(c)(ii), Rule 3524, and Rule 3525. 
13 See CAQ Cri�cal Audit Ma�ers Survey (July 2024). 

https://thecaq.wpenginepowered.com/wp-content/uploads/2024/09/caq_cams-survey-research-findings-q3-survey_2024-07.pdf
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Any ac�on in this area should start with the comple�on of the PIR for CAMs.14 If, based on the PIR, 
addi�onal ac�on is to be taken in line with a conceptual framework, the Board should carefully 
consider the unique characteris�cs of the U.S. regulatory environment and the original policy decisions 
underlying the CAM framework that were made to respond to stakeholder concerns. For example, the 
disclosure of original informa�on about the company should remain the responsibility of 
management, not auditors. 

 
2. Audit Quality Indicators (AQIs) 

 
Our views remain consistent with those we have previously expressed regarding firm and engagement 
metrics.15 We do not believe a standard on audit quality indicators is warranted. Audit quality 
indicators generally are most useful when discussed between auditors and audit commi�ees in 
context and as part of a broader evalua�on of the auditor and audit quality. In our view, the costs, 
including the burden on firms of collec�ng, maintaining, and repor�ng the informa�on, would 
significantly outweigh the benefits and could divert a�en�on from audit execu�on. Further, we 
con�nue to be concerned about the risks that the informa�on may be misconstrued or misunderstood 
without proper context.  

 
Individual metrics rarely tell a complete story. For example, fewer engagement hours may reflect 
either reduced effort or increased efficiency resul�ng from technological investments and process 
improvements. Outside the framework of audit commi�ee-auditor discussions, this cri�cal context 
could be lost or ignored, rendering the metrics confusing and of minimal u�lity. 
 
If the Board wishes to explore AQIs further, we recommend performing research including pilot 
programs that involve audit commi�ees and firms to explore whether certain indicators are indeed 
decision-useful, and whether the costs of such repor�ng can be appropriately managed prior to a rule 
proposal. Further research and engagement with other regulators who have explored AQI frameworks 
would also be beneficial.  
 

Changes in PCAOB Standards Related to SEC Semiannual Repor�ng Proposal 
 
AS 6101, Le�ers for Underwriters and Certain Other Reques�ng Par�es (AS 6101) 
 
We have previously provided our views on changes to AS 6101 in connec�on with the SEC’s proposal on 
Semiannual Repor�ng.16 We do not believe that changes are required to the exis�ng PCAOB audi�ng 
standards (governing issuance of le�ers to underwriters) or more broadly to SEC rules and regula�ons to 
accommodate the proposed semiannual repor�ng framework. 
 

 
14 PCAOB Interim Analysis Report: Further Evidence on the Ini�al Impact of Cri�cal Audit Ma�er Requirements 
(2022). “Future analyses will further evaluate the benefits and costs of the CAM requirements, including any 
unintended consequences, to understand the overall effect of the requirements on users of financial statements, 
auditors, and public companies.” 
15 See CAQ Comment Le�er to the PCAOB on Firm and Engagement Metrics (June 2024). 
16 See CAQ Comment Le�er to the SEC on Amendments to Accelerate Filer Status and Semiannual Repor�ng (July 
2026).  

https://assets.pcaobus.org/pcaob-dev/docs/default-source/economicandriskanalysis/pir/documents/cam-interim-analysis-report.pdf?sfvrsn=1c9f4f13_4
https://thecaq.wpenginepowered.com/wp-content/uploads/2024/06/caq_comment-letter-to-pcaob_firm-and-engagement-metrics_2024-06.pdf
https://thecaq.wpenginepowered.com/wp-content/uploads/2026/07/Semiannual-Reporting-CL-FINAL-7-6-26-1131am-pdf.pdf
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The PCAOB audi�ng standards (governing issuance of le�ers to underwriters) in their current form 
accommodate both a quarterly and semiannual repor�ng framework. The current framework would 
con�nue to establish a baseline requirement with respect to subsequent change period comfort and would 
con�nue to allow the market to determine what, if anything, is required above and beyond the baseline 
regulatory requirement in a semiannual repor�ng framework.   
 
In connec�on with registra�on statements prepared for public offerings, underwriters o�en suggest, and 
issuers o�en include, financial informa�on for periods that are not required by regula�on, such as selected 
quarterly data for certain required annual periods or capsule financial informa�on for more recent periods 
than are otherwise required by rule. That non-required informa�on is included to enhance marketability 
and meet investor demands.  Similarly, for foreign private issuers, we observe that issuers generally 
prepare and include interim financial statements – whether regularly or episodically in connec�on with a 
contemplated transac�on – for periods that are otherwise not required (from a regulatory standpoint) in 
response to their individual underlying risk and market-based dynamics.  Again, in each of these instances, 
the ul�mate outcome is determined by the par�cipants to the transac�on against the backdrop of a well-
understood framework, a�er considering risk and market-related considera�ons.   
 
AS 4105, Reviews of Interim Financial Informa�on (AS 4105) 
 
In addi�on to our views on AS 6101, we encourage the PCAOB to work with the SEC on any poten�al 
changes to other PCAOB standards. If, based on outreach with investors, underwriters, and other 
stakeholders, amendments are deemed necessary, the PCAOB should consider whether changes to AS 
4105 may be necessary.  
 
AS 4105 establishes interim review procedures in the context of a complete set of interim financial 
statements. Financial informa�on must be evaluated in its proper context, and the ability to adequately 
evaluate and review informa�on may be lost without looking at the financial statements (including note 
disclosures) taken as a whole. Any changes to the standards governing interim reviews should be carefully 
studied to ensure that the scope and limita�ons of such reviews are clearly understood and that any 
revisions do not increase the expecta�on gap or create unintended consequences. 
 
Based on the changes resul�ng from the SEC’s Semiannual Repor�ng proposal, stakeholders may desire 
auditor involvement with informa�on that is less than a full set of quarterly financial statements, or with 
informa�on such as earnings releases provided on Form 8-K. If the PCAOB were to proceed with changes 
in its standards, defining the scope and guidelines of what the auditor may do in these circumstances, 
including the form of repor�ng and any limita�ons on assurance, is needed to clarify responsibili�es and 
obliga�ons. The PCAOB should also study how auditors should communicate the scope and limita�ons of 
their involvement to avoid user confusion or unwarranted reliance. 
 
Closing 
 
We encourage the PCAOB to use this agenda consulta�on as an opportunity to strengthen the 
transparency, discipline, and durability of its standard-se�ng process. A publicly released conceptual 
framework, supported by meaningful stakeholder engagement, rigorous analysis, effec�ve 
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implementa�on support, and post-adop�on review, would help ensure that future projects are 
appropriately priori�zed and that PCAOB standards con�nue to serve investors and the public interest. 
 

*       *      *      * 
 
The CAQ appreciates the opportunity to provide our views on the PCAOB’s standard-se�ng agenda.  
 
We would be pleased to discuss these comments further or answer any ques�ons regarding the views 
expressed in this le�er. Please direct any ques�ons regarding this le�er to Dennis McGowan 
(dmcgowan@thecaq.org) or Star Yuan (syuan@thecaq.org). 
 
Respec�ully submi�ed, 
 

 
 
Dennis McGowan 
Vice President of Professional Prac�ce  
Center for Audit Quality 
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