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The Current Landscape of Federal RegulationThe Current Landscape of Federal Regulation

SECSEC
Christopher Cox Christopher Cox –– OneOne--year anniversaryyear anniversary
Political climate when he took officePolitical climate when he took office
Discord amongst the CommissionersDiscord amongst the Commissioners
Recent New Chief Accountant appointed Recent New Chief Accountant appointed –– Conrad Conrad 

Hewitt (E&Y, Former Bank Regulator) Hewitt (E&Y, Former Bank Regulator) 
Ongoing budget constraintsOngoing budget constraints
Current criticism over drop in level of enforcement activityCurrent criticism over drop in level of enforcement activity
ProPro--business environment prevailsbusiness environment prevails
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The Current Landscape of Federal The Current Landscape of Federal 
Regulation (Cont)Regulation (Cont)

PCAOBPCAOB
Created by the SarbanesCreated by the Sarbanes--Oxley ActOxley Act
Quasi public Quasi public –– private entity reports to the SECprivate entity reports to the SEC
Salary structure set at market Salary structure set at market 
Funding mechanism being challenged legallyFunding mechanism being challenged legally
Standard setting activity has been limitedStandard setting activity has been limited
Slow progress with implementation guidanceSlow progress with implementation guidance
Mark Olson appointed as leader by Cox in Fall, 2006 (Bill Mark Olson appointed as leader by Cox in Fall, 2006 (Bill 
Gradison served as interim for one year)Gradison served as interim for one year)
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The Current Landscape of Federal The Current Landscape of Federal 
Regulation (Cont)Regulation (Cont)

Section 404 Section 404 
Political climate when the Act was passedPolitical climate when the Act was passed
Implementation without guidanceImplementation without guidance
Fear dominated the original implementationFear dominated the original implementation

Companies (CCompanies (C--Suite)Suite)
AuditorsAuditors

RiskRisk--based principles have been rebased principles have been re--introducedintroduced
Influx of work impacted staffing considerably Influx of work impacted staffing considerably 

$1.4 Billion in fees Year 1$1.4 Billion in fees Year 1
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The Current Landscape of Federal The Current Landscape of Federal 
Regulation (Cont)Regulation (Cont)

Section 404 (Cont)Section 404 (Cont)
Cost Cost –– Benefit being challenged by the business communityBenefit being challenged by the business community

Estimates of reduction in time Year 2 approximately 40%Estimates of reduction in time Year 2 approximately 40%
Criticism that the profession is getting rich from the workCriticism that the profession is getting rich from the work

SEC and the PCAOB each conducted listening tours to get SEC and the PCAOB each conducted listening tours to get 
inputinput
PCAOB agreed to consider changes to AS2PCAOB agreed to consider changes to AS2
SEC extended the implementation date for  small corps SEC extended the implementation date for  small corps 
(Committee recommended no 404 attestation by auditors)(Committee recommended no 404 attestation by auditors)
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The Current Landscape of Federal The Current Landscape of Federal 
Regulation (Cont)Regulation (Cont)

Overall Relationship between SEC and PCAOBOverall Relationship between SEC and PCAOB
Authority lines have been blurred between PCAOB and Authority lines have been blurred between PCAOB and 
SECSEC
Enforcement responsibility over auditors is in questionEnforcement responsibility over auditors is in question

The level of auditor judgment that the SEC will permit The level of auditor judgment that the SEC will permit 
remains an open questionremains an open question

PCAOB just issued itPCAOB just issued it’’s first alert regarding the timing of s first alert regarding the timing of 
optionsoptions
Political pressures impact the landscapePolitical pressures impact the landscape
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The Current Landscape of Federal The Current Landscape of Federal 
Regulation (Cont)Regulation (Cont)

The Future of SOXThe Future of SOX
Sarbanes and Oxley each retire this yearSarbanes and Oxley each retire this year
Business community is leading an effort to reform the Business community is leading an effort to reform the 
Legislation in 2007 (or 2008)Legislation in 2007 (or 2008)

All agree some improvements are necessaryAll agree some improvements are necessary
Many will be addressed with AS2 revisionMany will be addressed with AS2 revision
Some are getting concerned that it could get more Some are getting concerned that it could get more 
cumbersome in the political processcumbersome in the political process
Chamber is linking the liability reform and Chamber is linking the liability reform and 
concentration of audit firms issue to SOXconcentration of audit firms issue to SOX
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The Current Landscape of Federal The Current Landscape of Federal 
Regulation (Cont)Regulation (Cont)

Other Issues of Priority on a National Level:Other Issues of Priority on a National Level:
Complexity in Financial ReportingComplexity in Financial Reporting

Principles vs. rulesPrinciples vs. rules--based (linked to liability reform)based (linked to liability reform)
Transparency of Financial informationTransparency of Financial information

Digitization of reported information (XBRL technology) Digitization of reported information (XBRL technology) 
–– Cox priorityCox priority

International Convergence International Convergence –– Auditing Standards and Auditing Standards and 
Accounting PrinciplesAccounting Principles
Concentration of audit firmsConcentration of audit firms
Tax gap estimated at $345 BillionTax gap estimated at $345 Billion



Staffing Realities Staffing Realities 
Within the Profession Within the Profession 

Your OpportunityYour Opportunity
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Demand Demand –– Greater Than EverGreater Than Ever

The need for certified public accountants (CPAs) in the 
United States, post-Sarbanes-Oxley, is at an 
unprecedented high, resulting in aggressive competition 
between firms and companies for their services. 
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Staffing RealitiesStaffing Realities
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Supply: Hiring By CPA FirmsSupply: Hiring By CPA Firms
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2001 – Campaign Launch
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More students in early college are declaring accounting as their major; more 
high school students are planning to declare accounting as their major.
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Estimates of Shortage of Supply of New Estimates of Shortage of Supply of New 
Accounting PhDs to the Demand, 2005Accounting PhDs to the Demand, 2005--0808

For 2005For 2005--06       06       352352 141141 40.040.0

For 2006For 2006--08       08       590590 330330 55.955.9

Percent of Demand Met for 2005Percent of Demand Met for 2005--08:        08:        49.949.9

Source: AAA Report on Supply & Demand for Accounting PhDsSource: AAA Report on Supply & Demand for Accounting PhDs

DemandDemand SupplySupply % Met% Met
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Supply of New Ph.D.s Across SpecialtiesSupply of New Ph.D.s Across Specialties
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AICPA Research AICPA Research –– WorkWork--Life BalanceLife Balance

Both men and women express high degree of Both men and women express high degree of 
concern for workconcern for work--life effectiveness (between 72% life effectiveness (between 72% 
and 92%)and 92%)
For the first time ever, workFor the first time ever, work--life considerations rank life considerations rank 
equal to interest in career progressionequal to interest in career progression
Four generations of workers are active in the Four generations of workers are active in the 
workplace, creating the need for changeworkplace, creating the need for change
Baby boomers are beginning to retire, creating even Baby boomers are beginning to retire, creating even 
more pressure on resources more pressure on resources 
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AICPA Research AICPA Research –– Alternative Work Alternative Work 
ArrangementsArrangements
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ResourcesResources–– www.aicpa.org/worklifewww.aicpa.org/worklife

Striking a Balance Striking a Balance 
DVDDVD

The Facts on The Facts on 
Workplace FlexibilityWorkplace Flexibility

Promoting Your Promoting Your 
Talent, BookTalent, Book

Summit 2003, Career Summit 2003, Career 
and Life in the and Life in the 
Balance, Conference Balance, Conference 
MaterialsMaterials

Mentoring Program Mentoring Program 
GuidelinesGuidelines
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Stop the Revolving Door Stop the Revolving Door –– What Employers What Employers 
Need To DoNeed To Do

Need to understand generational differences and Need to understand generational differences and 
what staff want todaywhat staff want today
Create a culture that appeals to young professionalsCreate a culture that appeals to young professionals
Need more role models of successful leaders (men Need more role models of successful leaders (men 
and women) who set an exampleand women) who set an example
Establish mentoring programs demonstrating that Establish mentoring programs demonstrating that 
we care about your futurewe care about your future
Align rewards with what is important with Align rewards with what is important with 
retaining staffretaining staff
Build flexibility into everythingBuild flexibility into everything
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SummarySummary

Profession is more challenging and complex than Profession is more challenging and complex than 
ever beforeever before
The rate of change is acceleratingThe rate of change is accelerating
The profession is highly respectedThe profession is highly respected
Demand for our services is at an allDemand for our services is at an all--time hightime high
Regulatory pressures continue to fuel increased Regulatory pressures continue to fuel increased 
demand demand –– in public companies and organizations of in public companies and organizations of 
all typesall types
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Summary (Cont)Summary (Cont)

There is a shortage of resources in the profession that There is a shortage of resources in the profession that 
will continue for decades to comewill continue for decades to come
Workplaces are slowly adapting to Workplaces are slowly adapting to ““One Size Fits One Size Fits 
OneOne””
You need to figure out the right work environment You need to figure out the right work environment 
for youfor you
THERETHERE’’S NEVER BEEN A BETTER TIME TO S NEVER BEEN A BETTER TIME TO 
JOIN THE PROFESSION!JOIN THE PROFESSION!



QUESTIONS?

Contact Leslie Murphy:

leslie.murphy@plantemoran.com

248 223 3227

plantemoran.com

mailto:leslie.murphy@plantemoran.com
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