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Summary 

2021 PCAOB Large Firm Inspection Reports.  The PCAOB has released the 2021 inspection reports 
for the U.S. affiliates of the six global network audit firms. The overall percentage of these firms’ inspected 
audits that the PCAOB found deficient rose from 16 percent in 2020 to 21 percent in 2021.  Although the 
large firm 2021 inspection results were less favorable than in 2020, the five-year trend for the six firms as 
a group is still positive.  The six firms’ aggregate 2021 deficiency percentage rate of 21 percent was lower 
than in any of the three years prior to 2020.  As in 2020, more than half of all deficiencies described in the 
public portion (Part I.A) of the six large firm 2021 reports related to the audit of internal control over 
financial reporting.  Seventy-two percent of engagements in Part I.A of the six inspection reports included 
at least one ICFR audit deficiency.  PwC’s inspection results were the best in the group.  In 2021, the 
Board found deficiencies in two out of 56 PwC audits it inspected – a deficiency rate of 3.6 percent.  
Deloitte had the second-best results with seven engagements in Part I.A of its 2021 inspection report (13 
percent of 54 engagements inspected).  Audit committees should discuss their audit firm’s inspection 
report with the engagement partner.  (more)   
 
PCAOB Staff 2021 Inspections Preview Reports Rising Deficiencies.  Spotlight: Staff Update and 
Preview of 2021 Inspection Observations presents the views of the PCAOB’s staff on the results of the 
141 audit firm inspections (encompassing 690 public company audits) performed during the 2021 
inspection cycle.  The staff expects that approximately 33 percent of inspected engagements will have 
one or more deficiencies that will be discussed in Part I.A of the individual audit firm’s inspection report, 
up from 29 percent in 2020.  PCAOB Chair Erica Williams described this increase as “a warning signal 
that the audit profession needs to sharpen its focus on improving audit quality and protecting investors.”  
The Preview discusses specific frequent audit deficiencies, including those that have been recurring for 
many years.  Awareness of these common deficiencies may be useful to an audit committee in 
understanding what aspects of the company’s future audits are likely to attract the PCAOB inspection 
staff’s attention and in understanding their auditor’s risk assessment and resource allocation decisions, 
which are of course influenced by inspection findings.  (more) 
 
Scope Creep is Affecting Audit Committee Composition and Focus.  The scope of audit committee 
responsibilities continues to grow, and many committees are responding by changing the committee’s 
composition.  That is one of the key findings of Audit Committee Practices Report: Priorities and 
Committee Composition, the second annual survey conducted by the Center for Audit Quality and 
Deloitte’s Center for Board Effectiveness on the oversight practices and current concerns of U.S. public 
company audit committee members.  Survey respondents also reported that, outside of financial reporting 
and internal control, their top three areas of focus in 2023 would be cybersecurity (63 percent), enterprise 
risk management (45 percent), and ESG disclosure and reporting (39 percent).   However, in a reversal of 
prior survey findings, only 20 percent of respondents ranked fraud risk as one of their top three focus 
areas in the next 12 months.  Audit committees may want to reflect on the risks of scope creep and on 
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whether new responsibilities like cybersecurity oversight, ERM, and ESG disclosure are crowding out the 
committee’s ability to devote adequate time and attention to its core mission.  (more) 
 
PCAOB Proposes to Modernize Confirmations.  The PCAOB has issued for public comment a 
proposal to modernize its auditing standard on the use of confirmations. Key provisions of the Board’s 
proposal include a new requirement to confirm cash held by third parties; a prohibition against the use of 
negative confirmations as the sole substantive audit procedure for addressing a financial statement 
assertion; and a prohibition against direct participation by the company’s internal audit staff in the 
confirmation process.  If the proposal is adopted, audit committees may find that auditors will use 
confirmation procedures more frequently than has been traditional since the release seems to encourage 
third party confirmation.  (more)   
 
What Should be on the Audit Committee’s 2023 Agenda?  At the start of each year, accounting and 
consulting firms present their views on the issues on which audit committees should focus during the 
coming 12 months. This Update includes a list (with hyperlinks to the documents) of five of these 2023 
agenda papers. Some of the most frequently identified topics include enterprise risk management; 
cybersecurity and other technology risks; post-pandemic challenges, including supply chain disruption, 
workforce shortages, and inflationary pressures; impact of U.S. and global tax policy changes on financial 
reporting; ESG reporting and the impact of ESG risks and opportunities on financial reporting; the role of 
internal audit; company culture, including company focus on ethics and compliance; and the role of the 
CFO, including talent and leadership development in the finance organization.  A high-level review of 
these papers could be helpful to audit committees as a check that they are not overlooking topics that 
should be considered during 2023.  Also, most of the papers include suggested questions that the audit 
committee could pursue with management in order to better understand the various suggested topics. 
(more)   
 
What Audit Committees Want – and Don’t Want -- from CFOs.  What audit committees really want 
from CFOs, an article in the December 15 issue of Deloitte’s CFO Insights, lists seven things that audit 
committees want from CFOs – and five they don’t.  These suggestions for CFOs may be useful to audit 
committees as they think about the quality of their relationship with the CFO and how it might be 
strengthened.  (more) 
 
SEC Reg Flex Agenda Update – April May be a Busy Month.  On January 4, OMB’s Office of 
Information and Regulatory Affairs released the federal government’s Fall 2022 Unified Agenda of 
Regulatory and Deregulatory Actions, a listing of the rulemaking activities that the various federal 
administrative agencies plan to undertake in the near and long term.  The SEC’s contribution to this list 
suggests that the next 12 weeks will be extremely busy and that, by May 1, there could be significant 
changes in the public company disclosure landscape.  The Commission anticipates adopting final rules 
before the end of April on both climate change disclosure and cybersecurity risk governance disclosure. 
In addition, the Commission plans to adopt final rules to enhance disclosure regarding special purpose 
acquisition companies (SPACs) and regarding corporate share repurchases.  Moreover, a proposal to 
expand human capital management disclosure is scheduled to be published for comment by May 1.  
Although the target action dates are not mandatory and some may slip, public companies and their audit 
committees should be considering what systems and control changes will be required to implement these 
new requirements, especially the proposed climate change disclosures.  (more) 
 
Many Companies Plan to Invest in ESG Reporting During 2023.  Deloitte has released Sustainability 
action report: Survey findings on ESG disclosure and preparedness, a report on the results of a survey of 
senior finance, accounting, sustainability, and legal executives at companies with at least $500 million in 
annual revenue concerning their companies’ ESG strategy and disclosures.  Sixty-two percent believe 
their company is “already prepared or currently undertaking extensive preparations” for the expected 
adoption of SEC climate change disclosure requirements.  Nearly all of the companies represented in the 
survey (99 percent) anticipate investing in new technologies and tools in order to meet stakeholder ESG 
expectations and future regulatory requirements.  About half of respondents (47 percent) said their 
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companies are “very likely” to make such investments in the next 12 months, while 52 percent are 
“somewhat likely” to invest in the coming year.  (more) 
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The Update’s website is www.auditupdate.com. 
 
Updates issued after June 1, 2020, are available here. Updates issued between January 1, 2019, and 
May 31, 2020, are available here.   An index to titles and topics in the Update beginning with No. 39 (July 
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