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Report of the President
By Yi-Jing Wu

Greetings fellow members of the AAA Auditing Section:

| hope you are enjoying a wonderful summer and finding opportunities to recharge before another
academic year. Summer often provides a welcome chance to reflect on the accomplishments of the past
year, advance ongoing research projects, prepare for the year ahead, and spend time with family and
friends.

As | write my final newsletter as President of the Auditing Section, | am grateful for the opportunity to
have served this remarkable community this past year. Serving this Section has been both a privilege
and a personally rewarding experience. My term will conclude at Global Connect (formerly the Annual
Meeting) in August, when | will have the pleasure of passing the gavel to our incoming President, Helen
Brown-Liburd. | am confident the Section will continue to thrive under her leadership, reflecting the
continued momentum and active involvement within our community.

2026 Global Connect

I look forward to seeing many of you at Global Connect in Las Vegas this August. The meeting provides
an opportunity to reconnect with colleagues, share new research, and gain insights into emerging issues
affecting our profession. The Planning Committee (Co-Chairs, Eric Rapley, Andrew Imdieke, and Erin
Hamilton, and Co-Vice-Chairs, Dereck Barr-Pulliam, Veena Brown, and Amanda Convery) has worked
hard to organize an engaging program. Please join me in thanking them if you see them at the meeting.

Like last year, instead of a section luncheon, the section will host its own Business Meeting and
Networking Reception on Monday, August 3™ from 4:00 PM — 5:30 PM. This is a more intimate gathering
for our section members to reconnect before heading to the Global Connect’s general reception. Please
join us to formally thank our outgoing Executive Committee members for their service: Chad Stefaniak
(Past President) and Marcy Shepardson (Secretary) as well as the Co-Chairs of the Planning Committee:



Erin Hamilton, Andrew Imdieke, and Eric Rapley. We will also welcome our newly elected Execute

Committee members: Quinn Swanquist (VP - Academic) and Eric Rapley (Secretary). This event is free for

Auditing Section members and includes a drink ticket and light snacks, so | encourage you to stop by

before heading to the general reception.

This year’s Global Connect program reflects active community engagement, with 83 papers submitted

and 85 colleagues volunteering to serve as reviewers. Below is the schedule of dates and times for our

section’s paper and panel sessions. Room locations will be provided by the AAA.

Date & Time

Session humber/
Name/Topic

Panel Sessions

Monday, 10:15 — 11:45 a.m.

1.16-Corporate Governance

Monday, 10:15 - 11:45 a.m.

1.17-Current Issues in
Auditing: Private Equity

Monday, 2:00 — 3:00 p.m.

2.16-Auditor Judgment and
Behavior

Monday, 2:00 — 3:00 p.m.

2.17-Current Issues in
Auditing-Al and Modeling

Monday, 2:00 — 3:00 p.m.

2.18-Going Concern
Opinions & Distress 1

Tuesday, 10:15—-11:45 a.m.

4.18-Critical Audit Matters 1

4.06-AICPA Auditing Standards Board

Research and Outreach

Tuesday, 10:15 - 11:45 a.m.

4.19-Current Issues in
Auditing:
Al and Blockchain

Tuesday, 10:15—-11:45 a.m.

4.20-Fraud Detection and
Auditor Reputation

Tuesday, 10:15 - 11:45 a.m.

4.21-Human Capital and
Careers 1

Tuesday, 2:00 — 3:30 p.m.

5.16-Audit Markets

Tuesday, 2:00 — 3:30 p.m.

5.17-Auditor Pricing

Tuesday, 2:00 — 3:30 p.m.

5.18-Auditor Specialists

Tuesday, 2:00 — 3:30 p.m.

5.19-Internal Controls

Tuesday, 4:00 — 5:30 p.m.

6.15-Audit Regulation

6.05-CAQ Panel: Technology and the

Audit Profession

Tuesday, 4:00 — 5:30 p.m.

6.16-Auditor Selection

Tuesday, 4:00 — 5:30 p.m.

6.17- Going Concern
Opinions & Distress 2

Tuesday, 4:00 — 5:30 p.m.

6.18-Human Capital and
Careers 2

Wednesday, 10:15 - 11:45 a.m.

7.11-Accounting Standards

7.00-EY Academic Resource Center




And Regulation (EYARC)
Resources for Audit and Tax

Wednesday, 10:15 - 11:45 a.m. 7.12-Audit Quality -

Wednesday, 10:15 - 11:45 a.m. 7.13-Critical Audit Matters 2 -

Wednesday, 10:15 - 11:45 a.m. 7.14-ESG Issues in Auditing -

2027 Auditing Section Midyear Meeting

Planning is well underway by the planning committee (Co-Chairs — Anne Albrecht, Stephani Mason, and
Xinning Xiao and Vice Chairs — Erin Hamilton, Andrew Imdieke, and Eric Rapley) for the 2027 Auditing
Section Midyear Meeting, which will be held January 14-16, 2027, in Phoenix, Arizona.

Be on the lookout for the upcoming application call for the Auditing Section PIPEline — Pathway into PhD
Experience. | encourage you to share this opportunity with students, colleagues, and professionals who
may be interested in pursuing a PhD and a rewarding academic career in accounting and auditing. Your
support in identifying and encouraging prospective applicants plays an important role in strengthening
the future pipeline of auditing scholars.

Please also be on the lookout for calls for AUD section award nominations. In addition to the previous
awards, the Section is pleased to announce the establishment of the CIIA Best Paper Award, which will
be presented annually beginning at the 2027 Auditing Section Midyear Meeting. The award will
recognize the best paper presenting original research in CIIA each calendar year.

Finally, this is a reminder that paper submission is open for the Midyear Meeting with a deadline of
August 31, 2026. | encourage members to volunteer as reviewers and contribute to providing
constructive feedback that helps advance our colleagues’ research.

As | conclude this letter, | would like to express my sincere appreciation to Shauna Blackburn, Kelli
Rickrode, and the AAA staff for their exceptional support throughout the year. | am also grateful to the
members of the Executive Committee - Chad Stefaniak (Past President), Helen Brown-Liburd (Vice
President—Academic), James Powell (Vice President—Practice), Kerri-Ann Sanderson (Treasurer), Marcy
Shepardson (Secretary), and Chad Simon (Council Representative) - for their service and commitment to
our section.

Serving as President this past year has given me an even greater appreciation for what an exceptional
section we have. More than anything, it has reinforced that the strength of the Auditing Section comes
from the dedication of its members. So many of you generously volunteer your time and expertise to
review papers, serve on committees, organize programs, mentor colleagues, and support the many
activities that make our section thrive. Thank you for your commitment and service. Enjoy the rest of
the Summer and | look forward to seeing you in Las Vegas!

Warm regards,

Yi-Jing Wu




Texas Tech University



PCAOB Update

By Barbara Vanich and Elena Bozhkova
PCAOB Acting Chief Auditor and PCAOB Assistant Chief Auditor

Introduction

This Update addresses select Public Company Accounting Oversight Board (PCAOB) developments since
the Spring 2026 Update that are likely to be of interest to accounting and auditing researchers,
educators, and students. The developments include:

e New Audit Practitioner Fellowship Program

e Request for Public Comment on the PCAOB’s Strategic Priorities
e 2025 Annual Report

e Spotlight on 2025 Conversations with Audit Committee Chairs

e Meeting of PCAOB Investor Advisory Group

e Updates to Standard-Setting, Rulemaking, and Research Projects
o Meeting of PCAOB Standards and Emerging Issues Advisory Group
e PCAOB Announces Inspections Modernization Council

e Proposed Amendments to QC 1000

Annual Report on Broker-Dealer Audits

PCAOB Seeks Input on Standard-Setting and Research Agendas
PCAOB Staff Launches Firm Consultation Process

PCAOB Staff Leadership Changes

e Disciplinary Orders

PCAOB Developments

New Audit Practitioner Fellowship Program

On March 13, 2026, the PCAOB announced the launch of the Audit Practitioner Fellowship Program
within the PCAOB’s Office of the Chief Auditor (OCA), a new initiative designed to bring additional
experienced auditors with recent practical experience to the PCAOB to share their unique expertise with
PCAOB staff. Candidates will be hired for a two-year term to engage with staff in OCA on the PCAOB'’s
new and existing standards, as well as providing insights into emerging issues.

More information about the Audit Practitioner Fellowships is available at
https://pcaobus.org/careers/audit-practitioner-fellowship.

Request for Public Comment on the PCAOB’s Strategic Priorities

On March 31, 2026, the PCAOB issuing a request for public comment to help inform the PCAOB’s
strategic priorities. Feedback received will help with the development of the PCAOB’s 2026-2030


https://pcaobus.org/careers/audit-practitioner-fellowship

Strategic Plan and standard-setting initiatives. The public will have opportunities to provide further input
on both the 2026-2030 Strategic Plan and standard-setting initiatives.

The request for comment is available at
https://assets.pcaobus.org/pcaob-

dev/docs/defaultsource/about/administration/documents/strategic plans/pcaob-no-2026-001-rfc-
sp.pdf?sfvrsn=b6ef3170 2.

Comments received are available at
https://pcaobus.org/about/strategic-plan-budget/public-comments-on-pcaob-strategic-priorities.

2025 Annual Report

On April 14, 2026, the PCAOB released its 2025 Annual Report. The Annual Report discusses how the
PCAOB advanced its investor-protection mission during fiscal year 2025 and provides the PCAOB’s
financial results, including audited financial statements, the auditor’s report, and management’s report
on internal control over financial reporting.

The 2025 Annual Report is available at

https://assets.pcaobus.org/pcaob-dev/docs/default-

source/about/administration/documents/annual reports/2025-annual-report.pdf?sfvrsn=7d124c5a 2.

Spotlight on 2025 Conversations with Audit Committee Chairs

On April 27, 2026, the PCAOB released a new staff Spotlight publication, “Data Point on 2025
Conversations with Audit Committee Chairs.” Each year, the PCAOB’s Division of Registration and
Inspections invites audit committee chairs at U.S. public companies to share their perspectives and
observations with respect to their oversight of auditors’ work. Additionally, PCAOB staff shares
information and resources that may be beneficial to audit committee chairs in their oversight role.

In 2025, the PCAOB staff gathered insights from more than 250 audit committee chairs. This publication
presents high-level observations and takeaways from this engagement.

The Spotlight publication is available at
https://assets.pcaobus.org/pcaob-dev/docs/default-source/documents/2025-conversations-with-audit-

committee-chairs-spotlight.pdf.

Meeting of PCAOB Investor Advisory Group (IAG)

On April 29, 2026, the PCAOB held a meeting of the IAG. Agenda topics included:

e Inspections and inspection reporting;
e |AG request for decision-useful Critical Audit Matters and Key Audit Matters;
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e Artificial intelligence; and
e PCAOB strategic planning.

The recording and related materials for the meeting are available at

https://pcaobus.org/news-events/events/event-details/pcaob-investor-advisory-group-meeting-april-
2026.

Updates to Standard-Setting, Rulemaking, and Research Projects

On May 5, 2026, the PCAOB posted updates to its standard-setting, research, and rulemaking projects.
The updates reflect certain staff activities that are being performed in the interim period until
comments on the PCAOB's strategic priorities are received and analyzed by the PCAOB's staff, and a new
standard-setting, research, and rulemaking agenda is issued.

The updated Standard-Setting, Rulemaking, and Research Projects webpage is available at
https://pcaobus.org/oversight/standards/standard-setting-research-projects.

Meeting of PCAOB Standards and Emerging Issues Advisory Group (SEIAG)

On May 6, 2026, the PCAOB held a meeting of the SEIAG. Agenda topics included:

e Standard-setting update;
e The PCAOB inspection report; and
e The PCAOB’s strategic priorities.

The recording and related materials for the meeting are available at

https://pcaobus.org/news-events/events/event-details/pcaob-standards-and-emerging-issues-

advisory-group-meeting-may-2026.

PCAOB Announces Inspections Modernization Council

On May 28, 2026, the PCAOB announced the formation of a new advisory body, the Inspections
Modernization Council, and sought outside parties with a stake in the PCAOB’s inspection activities to
participate in its work. The council’s role is to help modernize PCAOB inspections.

More information about the council is available at
https://pcaobus.org/about/working-groups-task-forces/inspections-modernization-council.

Proposed Amendments to QC 1000

On June 9, 2026, the PCAOB issued for public comment a supplemental release regarding narrow,
targeted proposed amendments to QC 1000, A Firm’s System of Quality Control, and related
amendments to PCAOB forms and the QC reporting rule. If adopted, the amendments would improve
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coherence, where appropriate, with other quality management standards and potentially would reduce
compliance costs without compromising the PCAOB'’s statutory mission to protect investors and further
the public interest in the preparation of informative, accurate, and independent audit reports. The
deadline for public comment was July 9, 2026.

The supplemental release, comments received, and related materials are available at
https://pcaobus.org/about/rules-rulemaking/rulemaking-dockets/docket-057.

Annual Report on Broker-Dealer Audits

On June 11, 2026, the PCAOB released its “Annual Report on the Interim Inspection Program Related to
Audits of Brokers and Dealers.” Under federal law, the PCAOB has the responsibility to oversee firms
that audit broker-dealers registered with the U.S. Securities and Exchange Commission.

The annual report is available at

https://assets.pcaobus.org/pcaob-dev/docs/default-source/inspections/reports/documents/2025-

broker-dealer-annual-report.pdf.

A separate publication — “Supplementary Information Related to Audits of Brokers and Dealers” —
accompanies the annual report and is available at

https://assets.pcaobus.org/pcaob-dev/docs/default-source/inspections/reports/documents/2025-

broker-dealer-supplementary-information final.pdf.

PCAOB Seeks Input on Standard-Setting and Research Agendas

On June 23, 2026, the PCAOB opened a public comment period for stakeholders to provide input on
potential future areas of focus for standard setting. The PCAOB is also seeking feedback on revisiting its
general approach to standard setting and considering the potential impact of the recent SEC proposal
regarding semiannual reporting on the PCAOB’s suite of standards.

This is the first time the PCAOB has issued a request for comment on its standard-setting and research
agendas, as well as asked for feedback on its overall standard-setting process. The request reflects the
feedback received from the PCAOB’s March 2026 request for comment on strategic priorities and allows
stakeholders to provide more targeted input on a more developed set of agenda and process
considerations.

Comments will be accepted through August 7, 2026.

The request for comment and comments received are available at
https://pcaobus.org/oversight/standards/standard-setting-research-projects/agenda-consultation--

request-for-public-comment-on-pcaob-standard-setting.
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PCAOB Staff Launches Firm Consultation Process

On June 25, 2026, the PCAOB announced the establishment of a Firm Consultation Process, led by OCA,
designed to provide more timely and consistent guidance from PCAOB staff. The new process will allow
registered public accounting firms to submit questions directly to OCA staff and receive informal staff
views regarding the implementation of new standards and application of existing standards.

As part of the Firm Consultation Process, registered firms may request a consultation with OCA on the
interpretation and application of PCAOB auditing, attestation, and quality control standards and related
rules and forms, as well as PCAOB standards and rules on ethics and independence. OCA does not plan
to make consultation requests public but may publish public guidance for questions that are frequently
asked or may be of use more generally.

More information about the Firm Consultation Process is available at
https://pcaobus.org/oversight/standards/oca-firm-consultation.

PCAOB Staff Leadership Changes:

e OnJune 26, 2026, the PCAOB announced that Chief Auditor Barbara Vanich will leave the PCAOB
on July 15, 2026, after more than 17 years of service.

e OnJune 29, 2026, the PCAOB announced the appointment of Dr. Ying Li Compton as the PCAOB's
Chief Economist and Director of its Office of Economic and Risk Analysis. Dr. Compton’s bio is
available at https://pcaobus.org/about/senior-staff/senior-staff-bios/ying-li-compton.

Disciplinary Orders

The PCAOB posted several disciplinary orders. Disciplinary orders are available at
https://pcaobus.org/Enforcement/Decisions/Pages/default.aspx.
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Candice T. Hux, Northern lllinois University
Jenny McCallen, University of Georgia
Delia Valentine, University of Wisconsin — Milwaukee

“Critical Audit Matters and Internal Control Quality: The Disciplining Role of CAM Reporting” By Carol
Dee, Bing Luo, Elaine Wang, and Jing Zhang. Journal of Accounting Economics 81(2): 101834.

financial reporting. Theoretically, CAM reporting incentivizes early identification and communication of
internal control issues among auditors, management, and audit committees. Consistent with this theory,
companies that implement CAM reporting experience a significant decrease in the likelihood of internal
control material weaknesses and are less likely to misstate their financial statements. Additional
analyses suggest that the benefit of CAM reporting on internal control quality depends on the quality of
the audit committee and auditor effort. Survey results of audit partners and CFOs provide further
support for the findings. Collectively, the results provide an important indirect benefit of CAM reporting.

“Using Unconscious Thought to Improve Evaluations of Complex Accounting Estimates” By Blake
Holman, Benjamin P. Commerford, and Finn Kinserdal. Journal of Accounting Research (online early).

Complex accounting estimates are increasingly prevalent in financial statements, and they create ample
room for both unintentional and intentional bias. Drawing on unconscious thought theory, which
proposes that a period of unconscious, non-deliberate processing can sometimes outperform effortful
conscious deliberation on complex tasks, the authors predict and find across three experiments that
prompting accounting practitioners to engage in unconscious thought improves their evaluations of
accounting estimates. In the first experiment, unconscious thought improves less experienced auditors’
ability to recognize income-decreasing patterns of bias in management’s estimates. In contrast, more
experienced auditors respond similarly to both income-increasing and income-decreasing bias,
regardless of whether they use conscious or unconscious processing. Experiments 2 and 3 extend this
finding and explore boundary conditions for when an unconscious-thought intervention is most
beneficial. The results offer a low-cost, theory-driven intervention that firms could use to help catch
subtle bias in the complex estimates.

“The Effect of Intuitive- Versus Deliberative-Processing and Linguistic Versus Visual Information on
Auditors’ Risk Assessment” By Edwin Hummel, Joost van Buuren, Ap Dijksterhuis, Daniel H. J.
Wigboldus, and William M. van der Veld. Managerial Auditing Journal 41(5): 897-925.

This study examines how intuitive versus deliberative information processing and linguistic (text/tables)
versus visual (graphs/infographics) presentation affect auditors’ judgment, documentation, and speed in
a risk assessment task. In a 2x2 experiment with 284 practicing auditors, the authors find that processing
mode alone does not affect auditors’ overall risk assessment. Rather, intuitive processing leads to higher
risk assessments than deliberative processing when information is presented linguistically, and
unexpectedly, no such difference was observed in the visual format. Further, deliberative processing
leads auditors to identify and document significantly more risks and controls than intuitive processing,
regardless of presentation format. Intuitive processing also led to meaningfully faster task completion.



The authors conclude that intuitive and deliberative processing have distinct effects on different risk
assessment subtasks, and that firms should be thoughtful about which processing mode and
presentation format they encourage, as data visualizations did not uniformly improve auditor judgment.

“Do Investors Value Auditor Involvement in Non-GAAP Reporting?” By Phillip T. Lamoreaux, Lauren
Matkaluk, and Amy G. Sheneman. Journal of Accounting Research (online early).

Non-GAAP reporting has become extremely common and important to investors, yet these measures
are generally unaudited, raising concerns about their credibility. This study examines whether investors
value the limited form of auditor verification that occurs when non-GAAP measures are included in a
company’s Form 10-K and auditors must review them for material inconsistencies with audited financial
statements. Results suggest companies with auditor involvement in non-GAAP reporting are more
credible and have higher cumulative abnormal returns, lower bid—ask spreads, lower stock volatility, and
lower abnormal trading volume on 10-K filing dates. In addition, the results are not driven by strategic
reporting or managers’ responses to perceived litigation risk. These findings provide new insights into
non-GAAP disclosures outside of earnings announcements and have important implications for
policymakers and standard setters considering the usefulness of assurance over non-GAAP measures.

“Coping With Changing Skill Requirements: Does Disaffirmation Versus Affirmation Affect Auditors'
Reliance on Al-Supported Advice From Specialists?” By Mark E. Peecher, Christian P. R. Pietsch,
Sebastian Stirnkorb, and Isaac L. Yamoah. Contemporary Accounting Research 43(2): 659-679.

This paper examines how the digital transformation of auditing and the accompanying push toward Al
and analytics skills affects experienced auditors’ willingness to rely on specialist advice. The authors
argue that auditors who perceive Al-related competencies as a personal weakness can feel disaffirmed
in their professional identity. They find that these disaffirmed auditors more defensively discount
specialist advice as the specialist’s reliance on Al increases, which leads auditors to accept aggressive
management estimates. Then, the authors test an intervention in which auditors are first asked to affirm
their traditional, non-digital audit skills before receiving the specialist's advice. This self-affirmation
intervention meaningfully reduces defensive discounting of specialists’ advice relative to both the
disaffirmed and a neutral control condition. These findings suggest that as firms roll out Al tools and
“upskilling” initiatives, they should be attentive to the threat this can pose to experienced auditors’
sense of professional competence, and that brief affirmation exercises may be a low-cost way to protect
audit quality during the transition.

“Do Engagement Quality Reviewers’ Workplace Ties with Engagement Partners Influence Audit
Quality? By Yue Qi, Timothy A. Seidel, Joseph H. Zhang, and Junsheng Zhang. Journal of Accounting
Research (online early).

This study examines how prior shared working experience between the engagement quality reviewer
(EQRs) and lead engagement partner affects audit quality. While prior research suggests that within-firm
network ties between predecessor and successor partners facilitate knowledge transfer, working
experience between EQRs and engagement partners is associated with lower audit quality. Specifically,
the shared experience is associated with a lack of independence and a higher likelihood of regulatory
enforcement actions related to deficiencies in audit procedures, insufficient evidence, and a lack of
professional skepticism. The shared experience is also associated with higher materiality thresholds and
reduced scrutiny during the audit and is exacerbated when the prior work experience did not produce



an adverse outcome or the EQR is not an industry leader. Collectively, these results provide insight into
the quality review process and circumstances when the EQR may not be as effective.






