
 
 

1666 K Street, N.W. 
Washington, DC 20006 

Telephone: (202) 207-9100 
Facsimile: (202) 862-8430 

www.pcaobus.org 

 

 
 
 
 
 
 
 
 
 

INFORMATION FOR AUDIT COMMITTEES 
ABOUT THE PCAOB INSPECTION PROCESS 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

PCAOB Release No. 2012-003 
August 1, 2012 

 



 
 

 

Executive Summary 
 

 The Public Company Accounting Oversight Board ("PCAOB or the "Board") is 
issuing this document to assist audit committees in (1) understanding the PCAOB's 
inspections of their audit firms and (2) gathering useful information from their audit firms 
about those inspections. Some audit committees have told the Board that their audit 
firms provide helpful information to them about their inspection, but others have said 
that their auditors decline to discuss their PCAOB inspection results with them or 
downplay the results of any adverse findings that may be included in the report. 
 
 Information about the results of a PCAOB inspection of a company's audit, as 
well as more general inspection results, can help an audit committee in carrying out its 
oversight role. Inspection reports can help inform an audit committee about how its 
auditor performed on specific audits and in high-risk areas across audits.  
 
 This is a high-level summary of matters that are discussed in more detail in the 
release. Audit committee members are urged to read the entire release for more 
information on each summarized topic. 

 
The Nature of a PCAOB Inspection of an Audit Firm 
 
 PCAOB inspections assess compliance with certain laws, rules, and professional 
standards in connection with firms' audits of issuers.  A PCAOB inspection of an audit 
firm examines in depth (1) certain aspects of a limited number of audits performed by 
the audit firm and (2) certain elements of the firm's system of quality control over its 
audit processes. Individual audits and areas of inspection focus are most often selected 
on a risk-weighted basis and not randomly.  Areas of focus vary among selected audits, 
but often involve audit work on the most difficult or inherently uncertain areas of 
financial statements.  A PCAOB inspection report – regardless of whether it identifies a 
deficiency – does not mean that the firm's unreviewed audit work was, or was not, 
deficient.  Thus, results reported in a PCAOB inspection report should not necessarily 
be understood to mean that the unreviewed audit work of the firm was deficient.  
PCAOB inspection findings are contained in two of the four parts of an inspection report: 
 
 1. Part I – describes audit deficiencies where inspection staff found that the 
auditor failed to gather sufficient audit evidence to support an audit opinion. This may 
relate to the opinion that the financial statements are fairly stated or the opinion that the 
company's internal control is effective.  Part I findings are made public and are available 
on the PCAOB's web site. 
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 2. Part II – typically describes deficiencies in the firm's overall system of quality 
control such that the Board has doubts that the system provides reasonable assurance 
that professional standards are met. The Board is prohibited by law from publicly 
releasing these Part II findings unless the firm fails to remediate these findings to the 
Board's satisfaction within twelve months of issuance of the inspection report. The audit 
firms themselves have copies of this part of the report and are not prohibited by law 
from releasing this information at any time, though there may be other reasons they 
decline to do so.  
 
Possible Questions Audit Committees May Wish to Ask Their Audit Firms about 
PCAOB Inspections  
 

1. Was the company's audit selected for PCAOB inspection? Committees may 
want real time updates about whether their audit has been selected, what is being 
looked at, and any deficiencies identified by the PCAOB in the audit.  The release 
provides additional information about specific areas for possible further inquiry in this 
regard.   

 
2. Did the PCAOB identify deficiencies in other audits that involved auditing or 

accounting issues similar to issues presented in the company's audit?  Committees may 
wish to understand whether similar deficiencies exist in the company's audit and, if so, 
what has been done in response. 
 

3. What were the audit firm’s responses to the PCAOB findings?  Committees 
may want to understand whether the audit firm agreed with the PCAOB’s findings and, if 
not, why not. If the firm agreed, what did the firm do in response?  The PCAOB is aware 
of certain audit firm responses that should be viewed with skepticism, such as: 
 

A. "It was just a documentation problem." The PCAOB bases deficiency 
findings on an absence of available evidence in the audit files or elsewhere to 
support that adequate work was done to support an audit opinion, not just a 
failure to document work that was in fact done. Audit firms are provided an 
opportunity to describe the details of work that was done but not documented. 
 
B. "There was a difference in professional judgment."  The PCAOB bases 
deficiency findings only on failures to obtain sufficient audit evidence, not on 
disagreements when reasonable judgments appear to have been made about 
such matters. 
 
C. "The firm has addressed the criticisms in accordance with PCAOB 
standards."  Professional standards require that when a required auditing 
procedure was omitted, certain remedial steps must be taken. Ask whether 
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the firm performed more work in response to the finding or in subsequent 
audits, or whether the firm concluded that no additional steps were required – 
in other words, that the firm disagrees with PCAOB inspection conclusions.   

 
4. What topics are included in Part II findings? Firms may be reluctant to share 

the details of Part II findings in an inspection report for a number of reasons, but even in 
that case, audit committees may want to ask for certain generic information about the 
findings such as: 

 
A. what changes the firm is making to address any quality control 
deficiencies;  
 
B. what is the progress of the quality control remediation process, including 
a discussion of any submissions the audit firm made to the PCAOB as part of 
that process; 

 
C. the inspected years about which the PCAOB has made a final 
determination about the firm's remediation efforts and the nature of that 
determination; and  
 
D.  whether the PCAOB has provided initial indications that the audit firm 
may not have sufficiently remediated any items.  

 
 

 
 *     *     *     * 

 


