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Current Business Issues and Risk Considerations

REMINDERS ABOUT
MACROECONOMIC CONDITIONS

Recession risk
Rising interest rates

Continuing inflation

>

>

>

> Tightened labor market
» Credit contraction

» Climate risk

| 2

Uncertainty in the real estate sector (residential
and commercial)

> Fluctuations in foreign currency exposure
(geopolitical environment and supply
chain challenges)

» Cybersecurity
Pace of technological innovation

Uncertain regulatory environment in the
U.S and globally

Financial Reporting Considerations
> Risk assessment
> Design and operation of internal controls

» SEC Disclosures
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ACCOUNTING & REPORTING IN TIMES OF ECONOMIC UNCERTAINTY

>

Accounting Considerations: Evolving situations
that require continual assessment and analysis,
particularly whether a downward measurement
adjustment is required for assets or whether new
liabilities may need to be recognized.

Importance of Disclosures: Transparency for
investors through evaluation of the completeness
and transparency of accounting, judgments, and as
well subsequent events, risks and uncertainties, and
going concern assessments.

SEC Reporting Requirements: Changing economic
environment often creates new and evolving risks,
uncertainties, impacts, and challenges that can affect
SEC registrants’ disclosures.

Internal Controls Over Financial Reporting:
Whether there may be a need to design and
implement new or modify existing controls to
address complexities and risks associated with events
that cause economic uncertainty.

» Auditing Considerations: Whether there may be

heightened and new risks of material misstatement
or more difficulty in an auditor's ability to obtain
sufficient appropriate audit evidence for both the
audit committee and management to factor into
their oversight and execution of financial reporting.

Corporate Governance: Highlights the importance
of boards and audit committees working closely
with management, auditors, and advisors to
evaluate risks and form meaningful responses to and
communications about those risks. This includes

the effects on employees, customers, and supply
chains, including how executives are planning

for contingencies.

BDO's bulletin
outlines what
SEC registrants
need to know

about the
government
ECONOMIC UNCERTAMTY
Accounting and shut down
Reporting in Times of .
Economic Uncertainty which began on
October 1st.

View the Publication
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https://arch.bdo.com/SEC-Operational-Status-During-Government-Shutdown
https://arch.bdo.com/Economic-Uncertainty

INSTITUTIONAL INVESTOR PERCEPTION OF FRAUD

CENTER FOR AUDIT QUALITY

Key Findings:
29% 50% 21%
B cxtremely material/high [l Material/medium | immaterial/low Non-existent (0%)

» Eightin ten investors believe fraud at U.S. public companies is medium-to-high, translating to an
average of 3% of annual revenues based on investor estimates.

> Investors believe that internal audit teams hold the primary responsibility for preventing and detecting
fraud, followed closely by company management and boards of directors.

» When financial fraud does occur, the plurality of investors view a company’s senior management as most
responsible for the incident.

> Most investors believe that fraud prevention and detection can be more successful by placing a greater
focus on monitoring transactions, especially with Al, and via employee training & culture.

> Investors believe the types of fraud most likely to occur are external, including cyberfraud, customer
payment fraud, or fraud by vendors and sellers.

+ Investors believe that cyberfraud has the potential to be the most catastrophic.

VIEW THE SURVEY »
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https://www.thecaq.org/institutional-investor-survey-fraud-2025

TOP 5 BOARDROOM CONVERSATIONS ON
TECHNOLOGY GOVERNANCE

» Technology has shifted from being merely operational to a central driver of strategy,
risk, and opportunity

> The top five boardroom conversations focus on how directors can balance innovation
with protecting organizational integrity and value:

1. Assessing the board’s technological literacy and access to expertise
Remaining apprised on a shifting regulatory landscape
Engagement with management to understand risk management effectiveness

Cultural alignment and workforce preparation

voa W

Prioritizing technology investment

READ THE ARTICLE »

STRATEGIC OVERSIGHT & GOVERNANCE IN THE AGE OF
ARTIFICIAL INTELLIGENCE

TRUST FRAMEWORK

What is the TRUST framework* and what should boards be asking?

Triage: Classify Al use cases by risk like a traffic light. Red light for prohibited Al, yellow
for high risk and green for medium/low applications tied into enterprise goals and ROI.

Right Data: Verify that there are privacy, intellectual property, and business rights to
utilize the data. Companies using generative Al models trained on flawed internet data
must correct for these issues.

Uninterrupted Monitoring: Al systems must be constantly tested and audited for
accuracy. This can be accomplished by embedding checks into the application.

Supervision: Human oversight is a necessity. Companies need to embed their values
and ethical standards into their Al systems and continue to monitor so that they can act
quickly upon notification of deviations.

Technical Documentation: When Al models drift (e.g., degradation of machine learning
model performance over time) or fail, having clear documentation enables teams to
identify problems, restore functionality, or deactivate the system,

if necessary.

*Dominique Shelton Leipzig's TRUST framework is a risk management framework for Al that emphasizes trust as a strategic
asset in the digital economy and responsible data stewardship as essential to building long-term value.

VIEW THE PUBLICATION »
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https://www.globaldatainnovation.com/
https://www.bdo.com/insights/advisory/strategic-oversight-and-governance-in-the-age-of-ai
https://www.bdo.com/insights/assurance/top-5-boardroom-conversations-on-technology-governance

TRUST AND COMMUNICATION: BRIDGING THE GAP BETWEEN THE BOARD AND C-SUITE

For effective decision-making and long-term success, there must be a pathway for dialogue based on mutual trust and
two-way information exchange between the board and executive team.

How to Create Trust in Communication:
> Lead with inquiry: Ask about their viewpoint before you indicate your own.

> Adopt a stance of humility, assuming there are things you don't know/aren’t aware of; it is the most credible place
you can come from.

> Clearly define roles and responsibilities through frequent communication and clarification.

Trust Means:

000006

Fair Safe Autonomy Supported Cared-For Heard Empowered

VIEW THE PUBLICATION »
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2025 BDO TAX STRATEGIST SURVEY

The latest BDO Tax Strategist Survey highlights that tax
professionals are increasingly involved in connecting
financial and operational decisions, advising C-suite
executives on the tax implications of business strategies.
In turn, organizations are empowering tax functions with
the appropriate resources, technology, and talent to take
a total tax approach.

Highlights:

» 90% of tax leaders say they are invited to weigh in
on business decisions before they are made, and their
recommendations carry significant weight.

» 67% say they will increase investment in tax
technology.

» 41% say changes to U.S. trade and tariff policy will
be a significant challenge for their organization, the
most cited concern among tax leaders.

> 56% say they have a tax risk mitigation and response
strategy and take a proactive approach to preparing
for changes that affect their tax risk profile.

Methodology: The 2025 BDO Tax Strategist Survey polled 300 senior tax leaders
at companies with revenues ranging from $250 million to $3 billion in May 2025.
The survey was conducted by Rabin Roberts Research, an independent market
research firm. All respondents in this survey indicated they oversee and are
heavily involved in the day-to-day tax operations at

their organizations.

VIEW THE SURVEY p»
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https://www.bdo.com/insights/assurance/trust-and-communication-bridging-the-gap-between-the-board-and-c-suite\
https://insights.bdo.com/2025-Tax-Strategist-Survey.html#form

STRATEGIES TO MITIGATE TRADE AND PROXY SEASON REVIEW - FIRST HALF OF 2025
TARIFF CONCERNS

41% surveyed in the 2025 BDO Tax Strategist Survey DILIGENT

said changes to U.S. trade and tariff policy will be a —

significant challenge for their organization, the most Highlights:

cited concern among tax leaders. > Board Representation Demands: Although overall board representation demands at U.S. companies declined due to
trade policy uncertainties, activists were able to secure 112 board seats by shifting strategy and increasing the quality

Here are some of the steps companies are taking/ of director nominees.

planning to take in response to trade and tariff o o )
» Settlements: Over 90% of activist-won board seats at U.S. companies in early 2025 were obtained through

policy changes: ) o ) )
settlements—the highest rate in five years—with many settlements reached more quickly than before.
» 49% Change sourcing strategies » ESG Proposals: Both pro- and anti-ESG shareholder proposals dropped to record lows. Support for environmental
» 45% Review transfer pricing protocols and social proposals fell to 11%, and anti-ESG resolutions received only 1.4% investor backing.
> 44% Conduct a tariff code review » CEO Compensation: Median CEO pay in the S&P 500 rose 8% year-over-year to $17.2 million, but investor support
> 43% Increase prices for customers remained steady due to the structure of pay plans.
> 38% Reduce capital expenditures > Short~ Selling: Short sellers targ.eted 60 companies globally in the first half of the year, with Al-related sto;ks being
especially popular. U.S. companies made up 87% of these targets as a more favorable market for short selling.
» 38% Pursue customs valuation strategies, such as

Key Takeaway: Proactive & multi-layered year-round monitoring of S/H composition along with timely & continuous

first sale for export )
S/H engagement helps ensure successful proxy defense strategies.

30% Use foreign trade zones or bonded warehouses
30% Duty drawback strategies

29% Onshore or decrease international footprint VIEW THE SURVEY »

6% No significant changes planned

vV v v Yy

NOTE: Statistics are from the 2025 BDO Tax Strategist Survey
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https://insights.bdo.com/2025-Tax-Strategist-Survey.html#form
https://www.diligent.com/resources/research/ProxySeasonReview2025

KEEPING AN EYE ON STATE REGULATIONS:
TEXAS ENACTS NEW LAW TO REGULATE
PROXY ADVISORY FIRMS

» Texas Senate Bill 2337 took effect
September 1, 2025.

> Proxy advisors are now required to disclose when
their voting recommendations for Texas companies
are based on “non-financial reasons” (e.g., ESG,
DEI, sustainability, or related organizational
commitments) or when they give conflicting advice
to clients.

» Institutional Shareholder Services Inc. (ISS) and
Glass, Lewis & Co., LLC have challenged the law in
court, but no ruling has been made yet.

> A hearing on a preliminary injunction was scheduled
for August 28, 2025

> On August 29th, Judge Albright of the U.S. District
Court for the Western District of Texas issued a
preliminary injunction blocking enforcement of
Texas Senate Bill 2337 (SB 2337) against ISS and
Glass Lewis.

> The injunction prevents the Texas Attorney General
from enforcing the law against these two proxy
advisors while lawsuits proceed, with trial set for
February 2, 2026.

» The injunction does not apply to other proxy advisors
or prevent enforcement by parties other than the
Attorney General.

THE IMPACT OF FRAUD AT U.S. PUBLIC COMPANIES BENCHMARKING REPORT
ASSOCIATION OF CERTIFIED FRAUD EXAMINERS & ANTI-FRAUD COLLABORATION

Current Overall Level of Fraud at U.S. Public Companies
Nonexistent I 1%
Immaterial/low 27%

Material/medium 53%

Extremely
material/high

19%

» Over 70% of respondents rated the current level of fraud at U.S. public companies as medium or high.

Factors that Contribute to the Current Level of Fraud:
» Employees identified the regulatory environment as the most significant factor contributing to fraud.

» Governance respondents (board and audit committee members) pointed to the quality of external audits as
most significant.

» External respondents (regulators, consultants, external auditors) considered economic conditions/environment as the
top factor.

» Economic conditions/environment was the only factor ranked in the top five by all respondent groups.

*NOTE: n March 2025, a 29-question survey was sent to ACFE members and members of the AFC's partners. All survey responses were collected anonymously. A total of
1,049 survey responses were received and 396 were usable for the purposes of this report.

VIEW THE SURVEY »

AUDIT COMMITTEE AGENDA / Q3 2025


https://lrl.texas.gov/scanned/89ccrs/sb2337.pdf
https://www.gibsondunn.com/texas-court-blocks-enforcement-of-new-texas-proxy-advisor-law-against-iss-and-glass-lewis/
https://www.acfe.com/fraud-resources/the-impact-of-fraud-at-us-public-companies

Developments in SEC Rulemaking

REGFLEX AGENDA

Agenda Stage of

Rulemaking

Prerule Stage

Foreign Private Issuer Eligibility

Agenda Stage of

Rulemaking

Proposed Rule Stage

Shareholder Proposal Modernization

Prerule Stage

Asset-Backed Securities Registration and Disclosure
Enhancements

Proposed Rule Stage

Updates to "Small Entity" Definitions for Purposes of the
Regulatory Flexibility Act

Prerule Stage

Evaluating the Continued Effectiveness of the
Consolidated Audit Trail

Proposed Rule Stage

Amendments to Form N-PORT

Proposed Rule Stage

Rule 144 Safe Harbor

Proposed Rule Stage

Crypto Assets

Proposed Rule Stage

Amendments to Rule 17a-7 Under the Investment
Company Act

Proposed Rule Stage

Enhancement of Emerging Growth Company
Accommodations and Simplification of Filer Status for
Reporting Companies

Proposed Rule Stage

Amendments to the Custody Rules

Proposed Rule Stage

Transfer Agents

Proposed Rule Stage

Shelf Registration Modernization

Proposed Rule Stage

Publication or Submission of Quotations Without
Specified Information

Proposed Rule Stage

Updating the Exempt Offering Pathways

Proposed Rule Stage

Amendments to Broker-Dealer Financial Responsibility and
Recordkeeping and Reporting Rules

Proposed Rule Stage

Rationalization of Disclosure Practices
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DEVELOPMENTS IN SEC RULEMAKING: STAFF GUIDANCE REMINDERS
REGFLEX AGENDA (CONTINUED)

Agenda Stage of Title

Macroeconomic Factors Financial Reporting Considerations

Rulemaking

Amendments to Broker-Dealer Financial Responsibility and

. Revenue recognition, cost of goods sold,
Recordkeeping and Reporting Rules Tariffs

impairments, income taxes

Proposed Rule Stage

Proposed Rule Stage Crypto Market Structure Amendments ) o
Debt restructuring, modifications,

Decrease in interest rates

Proposed Rule Stage Trade-Through Rule and extinguishments
Proposed Rule Stage Definition of Dealer Inflation Goodwill and other impairments
Proposed Rule Stage Enhanced Oversight for U.S. Government Securities Traded Labor market Pensions and other post-employment benefits

on Alternative Trading Systems

Changes in tax law (One Big

. . Tax accountin
Final Rule Stage Financial Data Transparency Act Joint Data Standards Beautiful Bill Act of 2025) &

Climate risk Risk assessment
Customer Identification Programs for Registered Investment

Advisers and Exempt Reporting Advisers Artificial intelligence Design an operation of internal controls

Final Rule Stage

kbathiE

Annual
Report
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https://www.bdo.com/insights/tax/tracking-key-provisions-in-reconciliation-tax-bill
https://www.bdo.com/insights/tax/tracking-key-provisions-in-reconciliation-tax-bill

PCAOB Activities Update

PCAOB BOARD UPDATE

>

>

Erica Y. Williams resigned from the PCAOB effective
July 22, 2025.

Under her leadership, the PCAOB developed

and executed an ambitious strategic plan to
modernize standards, enhance inspections,
strengthen enforcement, and improve the PCAOB's
organizational effectiveness.

+  More information on the activities under
Williams' term can be found here.

The SEC designated George R. Botic to serve as
Acting Chair of the Public Company Accounting
Oversight Board, effective July 23, 2025 but

actively solicited candidates for all five PCAOB
board positions, including the Chair. The terms will
have staggered terms ending in October from 2026
through 2030, with opportunity for appointment to a
second term.

+  Submissions were due by August 25, 2025

1]
v

1

>

ENGAGEMENT ACCEPTANCE

PCAOB AUDIT FOCUS

This edition of Audit Focus highlights key reminders for auditors from PCAOB standards related to engagement
acceptance for the initial engagements of auditors who audit smaller public companies or brokers and dealers.

Good Practices that Firms have Implemented:

> Assessing Partner Capacity: Audit firms use a points-based “scorecard” to measure each partner's workload, based
on the number and type of audits handled. Partners above a set threshold must discuss capacity with leadership
before taking on new engagements.

» Use of Templates: Templates are used to guide decisions on accepting new engagements, incorporating risk factors
that may indicate the firm should not proceed.

» Implementation of a Pre-Assessment Process: An evaluation team pre-screens potential engagements before
bidding, ensuring the opportunity aligns with the firm's capabilities and risk appetite.

» Industry Expertise: Firms have updated policies to decline engagements where they lack the necessary expertise or
resources, including opting out of certain industries or types of audits (e.g., integrated audits).

VIEW THE PUBLICATION »
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https://pcaobus.org/news-events/news-releases/news-release-detail/chair-williams-to-depart-pcaob-july-22-following-record-accomplishments#:~:text=The%20PCAOB's%20accomplishments%20under%20Williams,actions%20against%20China%2Dbased%20firms.
https://www.sec.gov/newsroom/press-releases/2025-100-sec-announces-george-botic-serve-acting-chair-public-company-accounting-oversight-board
https://www.sec.gov/newsroom/speeches-statements/atkins-pcaob-board-072325
https://pcaobus.org/resources/staff-publications/audit-focus--engagement-acceptance

PCAOB POSTPONES EFFECTIVE DATE
OF QC 1000 AND RELATED STANDARDS,
RULES, AND FORMS

» The effective date for QC 1000 and related new/
amended PCAOB standards, rules, and forms is
postponed by one year to December 15, 2026.

+ The related rescission date for certain existing

rules and standards is also postponed by one year.

»  For more information on the standards, rules, and
forms affected by the change in effective date
please click here.

> The postponement responds to feedback that some
firms face significant implementation challenges that
could not be resolved by the original 2025 deadline.

» The text of the new and amended standards, rules,
and forms remains unchanged from what was
adopted on May 13, 2024.

> Registered firms may still choose to comply with
QC 1000 before the new effective date, except for
reporting requirements to the PCAOB on quality
control system evaluations.

A
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A STUDY BY AND RECOMMENDATIONS
FROMTHETECHNOLOGY INNOVATION
ALLIANCE WORKING GROUP

» The Technology Innovation Alliance (TIA) Working
Group, chaired by Board Member Christina
Ho, consisted of external experts in emerging
technologies relevant to financial statement
preparation and auditing.

» The group's main roles were to advise the Board on
how new technologies affect audit quality and to
recommend how oversight programs should address
these technologies.

» Their recently posted deliverables include:

+  Current State Deliverable (Aug 2023): Examines
investor needs, the evolution of auditing,
current technology use in auditing and financial
reporting, and challenges in technology adoption.

Transforming Audit Quality Through
Technology (May 2024): Suggests four strategic
ways for the PCAOB to advance technology in
auditing: promoting structured data, focusing
on Al, building regulatory innovation capacity
(including an Innovation Lab), and encouraging
technology literacy among auditors.

AUDIT COMMITTEE AGENDA / Q3 2025


https://pcaobus.org/news-events/news-releases/news-release-detail/pcaob-postpones-effective-date-of-qc-1000-and-related-standards--rules--and-forms
https://assets.pcaobus.org/pcaob-dev/docs/default-source/about/working-groups/technology-innovation-alliance-working-group/current-state.pdf?sfvrsn=1a455c55_2
https://assets.pcaobus.org/pcaob-dev/docs/default-source/about/working-groups/technology-innovation-alliance-working-group/tia-future-state.pdf?sfvrsn=dddda0c7_2
https://assets.pcaobus.org/pcaob-dev/docs/default-source/about/working-groups/technology-innovation-alliance-working-group/tia-future-state.pdf?sfvrsn=dddda0c7_2

PCAOB UPDATES STANDARD SETTING PROJECTS
RECENTLY COMPLETED OR EFFECTIVE STANDARD SETTING PROJECTS

Date of Date
Project Effective Date Board of SEC
Adoption Approval
. . . . . August 12,
Other Auditors Effective for audits of fiscal years ending on or after December 15, 2024. June 2022 022
Septemb D ber 1,
Confirmation Effective for audits of fiscal years ending on or after June 15, 2025. eptember ecember
2023 2023
Effective on December 15, 2026.
Quality Control The first evaluation period is for the period beginning on the effective date of the standard (i.e., December 15, May 2024 September
2026) and ending on September 30, 2027. The firm's first evaluation must be reported to the PCAOB on Form QC 9, 2024
no later than November 30, 2027.
Amendments Related to Aspects
of Designing and Performing Audit Ausust 20
Procedures that Involve Technology Effective for audits of financial statements for fiscal years beginning on or after December 15, 2025. June 2024 §024 '
Assisted Analysis of Information
in Electronic Form
G LR ibilities of th
en?ra A esponst I,I 1680 ? Effective for audits of fiscal years beginning on or after, December 15, 2024, except for the 14-day documentation August 20,
Auditor in Conducting an Audit completion date May 2024 2024
(AS 1000) P '
Subject to approval by the SEC, the final rules and reporting forms would take effect on October 1, 2027 with a
phased implementation period as follows:
Firm-level metrics reporting Engagement-level metrics reporting 35 days after
issuance of the auditor's report:
» Firms that issued audit reports with respect to
Firm and Engagement Metrics more than 100 issuers in 2027 - first reporting » Firms that issued audit reports with respect to No;lgrzr:‘ber Withdrawn

more than 100 issuers in 2026 - for audits of
companies with fiscal years beginning on or after
October 1, 2027; and

as of September 30, 2028 with Form FM due by
November 30, 2028; and

» All other firms reporting would be as of
September 30, 2029 with Form FM due » All other firms — for audits of companies with fiscal
by November 30, 2029. years beginning on or after October 1, 2028.

To access Short-Term Standard-Setting Projects, click here.

«7>BE»
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https://pcaobus.org/about/rules-rulemaking/rulemaking-dockets/docket-042-proposed-amendments-relating-to-the-supervision-of-audits-involving-other-auditors-and-proposed-auditing-standard
https://pcaobus.org/about/rules-rulemaking/rulemaking-dockets/docket-028-proposed-auditing-standard-related-to-confirmation
https://pcaobus.org/oversight/standards/standard-setting-research-projects/quality-control
https://pcaobus.org/about/rules-rulemaking/rulemaking-dockets/docket-052
https://pcaobus.org/about/rules-rulemaking/rulemaking-dockets/docket-052
https://pcaobus.org/about/rules-rulemaking/rulemaking-dockets/docket-052
https://pcaobus.org/about/rules-rulemaking/rulemaking-dockets/docket-052
https://pcaobus.org/about/rules-rulemaking/rulemaking-dockets/docket-052
https://pcaobus.org/about/rules-rulemaking/rulemaking-dockets/docket-049-responsibilities-auditor-conducting-audit
https://pcaobus.org/about/rules-rulemaking/rulemaking-dockets/docket-049-responsibilities-auditor-conducting-audit
https://pcaobus.org/about/rules-rulemaking/rulemaking-dockets/docket-049-responsibilities-auditor-conducting-audit
https://pcaobus.org/oversight/standards/standard-setting-research-projects/firm-and-engagement-performance-metrics
https://pcaobus.org/oversight/standards/standard-setting-research-projects

SHORT-TERM STANDARD-SETTING PROJECTS

Date of Date

Project Effective Date Board of SEC
Adoption Approval

Consider the requirements in the interim attestation standards in connection with the PCAOB's interim
standards project.
Consider the auditor’s evaluation and reporting of a company's ability to continue as a going concern in response

Going Concern to changes in financial reporting, the auditing environment, and stakeholder needs, including by considering how Proposal 2025
AS 2415, Consideration of an Entity’s Ability to Continue as a Going Concern, should be revised.

Attestation Standards Update Proposal 2025

Consider changes to an auditor’s use of substantive analytical procedures to better align with the auditor’s risk
Substantive Analytical Procedures assessment and to address the increasing use of technology tools in performing these procedures, including Adoption 2025
whether to revise AS 2305, Substantive Analytical Procedures.

. . . . . . . S . TBD
. . Consider changes to an auditor’s consideration of possible noncompliance with laws and regulations including ]
Noncompliance with Laws . , . . . (pending
. how AS 2405, Illegal Acts by Clients, should be revised to integrate a scalable, risk-based approach that takes into 2025
and Regulations . . . further
account recent developments in corporate governance and internal control practices. analysis)
Consider updates to AS 2510, Auditing Inventories, in connection with the Interim Standards project to reflect
Inventory . iy . Proposal 2025
changes in the auditing environment.
Auditor Reporting in Consider updates to AS 3105, Departures from Unqualified Opinions and Other Reporting Circumstances, and other Proposal 2025
Specified Circumstances interim standards in the AS 3300 series. P

To access Short-Term Standard-Setting Projects, click here.
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https://pcaobus.org/oversight/standards/standard-setting-research-projects/attestation-standards-update
https://pcaobus.org/oversight/standards/standard-setting-research-projects/interim-standards
https://pcaobus.org/oversight/standards/standard-setting-research-projects/interim-standards
https://pcaobus.org/oversight/standards/standard-setting-research-projects/goingconcern
https://pcaobus.org/oversight/standards/standard-setting-research-projects/substantive-analytical-procedures
https://pcaobus.org/oversight/standards/standard-setting-research-projects/noncompliance-with-laws-regulations
https://pcaobus.org/oversight/standards/standard-setting-research-projects/noncompliance-with-laws-regulations
https://pcaobus.org/oversight/standards/standard-setting-research-projects/inventory
https://pcaobus.org/oversight/standards/standard-setting-research-projects

Project

Use of a Service Organization

MID-TERM STANDARD-SETTING PROJECTS

Effective Date

Consider how AS 2601, Consideration of an Entity’s Use of a Service Organization, should be
amended to reflect changes in how companies use services of third parties that are relevant to the
company's own internal control over financial reporting and developments in practice.

Fraud

Consider how AS 2401, Consideration of Fraud in a Financial Statement Audit, should be revised
to better align an auditor’s responsibilities for addressing intentional acts that result in material
misstatements in financial statements with the auditor’s risk assessment, including addressing
matters that may arise from developments in the use of technology.

Interim Ethics and
Independence Standards

In connection with the PCAOB’s interim standards project, consider whether existing obligations
of PCAOB registered firms and their associated persons should be enhanced and updated to better
promote compliance through improved ethical behavior and independence.

Internal Audit

Consider updates to AS 2605, Consideration of the Internal Audit Function, in connection with the
Interim Standards project to reflect changes in the auditing and reporting environment.

Interim Standards

Consider whether the remaining “interim” standards, as adopted upon the establishment of

the Board, should be amended, replaced, or eliminated, as appropriate. As part of this analysis,
evaluate which standards are necessary to retain and, of those, which should be retained with
minimal updates, and which require more significant changes. Separate projects, including requests
for comment on potential standards to eliminate, will be added to the standard-setting agenda as
the staff completes its analysis.

Interim Financial
Information Reviews

Consider updates to AS 4105, Reviews of Interim Financial Information, in connection with the
Interim Standards project to reflect changes in the auditing and reporting environment.

Subsequent Events and Other
Matters Arising After the Date of the
Auditor's Report

Consider updates to interim standards that address auditor responsibilities related to (i) certain
events occurring between the balance sheet and the auditor's report date and (i) certain matters
arising after the auditor’s report date, such as subsequently discovered facts and reissuance of the
auditor’s report. This project considers updating AS 2801, Subsequent Events, AS 2905, Subsequent
Discovery of Facts Existing at the Date of the Auditor’s Report, and certain other interim standards.

To access Mid-Term Standard-Setting Projects, click here.
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https://pcaobus.org/oversight/standards/standard-setting-research-projects
https://pcaobus.org/oversight/standards/standard-setting-research-projects/interim-standards

RESEARCH PROJECTS

Project Project Description

Assess whether there is a need for guidance, changes to PCAOB standards, or other regulatory
actions considering the increased use of technology-based tools by auditors and preparers. This

Data and Technology includes evaluating the role technology innovation plays in driving audit quality. Research from
this project may give rise to individual standard-setting projects and may also inform the scope
or nature of other projects that are included on the standard-setting agenda.

The project seeks to understand why there continues to be a decrease in the average number

of critical audit matters (CAM) reported in the auditor’s report over time and whether there is
Communication of a need for guidance, changes to PCAOB standards, or other regulatory action to improve such
Critical Audit Matters reporting, including the information that is provided as part of the CAM reporting. The staff

continues to conduct research, taking into account recent insights shared by the Investor

Advisory Group.

To access Research Projects, click here.

RULEMAKING PROJECTS

Date of Date of
Project Description Board SEC
Adoption Approval

| g

Consider changes to the Board's ethics rule, PCAOB Rule ‘ .L" .
. . - . Adopted August 20, ’ f
Contributory Liability 3502, Responsibility Not to Knowingly or Recklessly June 2024 024 3 /
Contribute to Violations. j )
Adopted :
Registration Consider changes to enhance the PCAOB's Nov(;;ier January 2, =
megistration registration program. 024 2025 =] \ )\
Consider changes to audit firm reporting requirements Adopted __.\\_—3
includi o B . ial .
Firm Reportin including periodic reporting requirements, special reporting Novernber Withdrawn

requirements, and other enhancements to the audit firm

. 2024
reporting framework.

To access Rulemaking Projects, click here.
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https://pcaobus.org/about/rules-rulemaking/rulemaking-dockets/docket-053
https://assets.pcaobus.org/pcaob-dev/docs/default-source/rulemaking/docket-054/2024-001-registration.pdf?sfvrsn=51869da_2
https://assets.pcaobus.org/pcaob-dev/docs/default-source/rulemaking/docket-054/2024-001-registration.pdf?sfvrsn=51869da_2
https://pcaobus.org/oversight/standards/standard-setting-research-projects/data-technology
https://pcaobus.org/news-events/events/event-details/pcaob-investor-advisory-group-meeting-september-2024
https://pcaobus.org/news-events/events/event-details/pcaob-investor-advisory-group-meeting-september-2024
https://pcaobus.org/oversight/standards/standard-setting-research-projects
https://pcaobus.org/oversight/standards/standard-setting-research-projects

Resources

THE BDO CENTER FOR CORPORATE GOVERNANCE

The BDO Center for Corporate Governance recognizes board members need

easy access to comprehensive information and insights they can rely on. Corporate
governance and related risks and opportunities is an evolving landscape encompassing
a variety of issues and requires subject matter professionals who engage regularly with
stakeholders — including regulators, management, board members and thought leaders
— and share information directly with client management teams, the board and its
committees. Whether you are new to board service, assuming a new role or a seasoned
director who wants to remain up to date, we have you covered.

Our governance team delivers
» Thought leadership, practice aids, tools, and newsletters
> Technical updates and insights on emerging business issues

» BDO in the Boardroom podcast series for board of directors and those charged
with governance

» Evolving curriculum consisting of upcoming webinars &
archived self-studies

> Opportunities to engage directly with BDO thought leaders

> External governance community resources

To begin receiving email notifications regarding BDO publications and event’s
invitations (live and web-based), create or update your profile.

INTRODUCING BDO ARCH

BDO's Accounting, Reporting, and Compliance Hub (ARCH) is live!

Whether you are navigating complex accounting and reporting issues or looking for the
latest updates from the FASB or the SEC, BDO Arch is the new home for all the technical
and accounting and reporting content from BDO's Professional Practice Group with no
subscription barriers.

Explore hot topics or dive deep with BDO Blueprints, which have interpretive guidance,
practical examples, and insights on accounting and reporting topics.

BDO’s
Accounting
Reporting &
Compliance Hub
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https://www.bdo.com/bdo-center-for-corporate-governance
https://www.bdo.com/insights/assurance/corporate-governance/bdo-in-the-boardroom-podcast-series
https://arch.bdo.com/
https://www.bdo.com/signin?returnUrl=/bdo-center-for-corporate-governance

BDO SUSTAINABILITY CENTER OF EXCELLENCE

BETTER PLANET. BETTER SOCIETY.
BETTER BUSINESS

Today, every business has a responsibility —and an opportunity - to
address the significant environmental, social and governance (ESQ)
challenges we face as an interconnected, global society. Not only is
it the right thing to do, it is the only thing to do to contribute to a
better planet, a better society and a better — and more sustainable
— business. At BDO, sustainability is a firm priority and a key
component of our strategic vision for the future. We invite you

to learn more about BDO's approach to ESG and visit our

BDO Sustainability Center of Excellence.

With you at every stage of your journey
Sustainability Strategy & Program Development
ESG Assurance, Reporting Readiness & Compliance
Total Tax Transparency & Sustainability Tax Strategy
Responsible Supply Chain

Climate Risk & Resiliency Services

Sustainable Finance

Community & Economic Development

vV v v v v v VY

ESG Data Automation & Analytics

Visit our BDO CoE for evolving ESG-related insights and
learning opportunities

» Publications » Podcasts
» Alerts » Webinars
» Practice Aids

[[[W Quarterly Technical Update

WEBCAST SERIES

WEBCAST SERIES

VIEW THE FULL SERIES »

VIEW THE FULL SERIES »

Can

NINTERNAL AUDIT
5] WescasT ses|

IFRS Accounting Standards
Quarterly Update

WEBCAST SERIES

VIEW THE FULL SERIES »

BDO Corporate

Governance Matters

VIEW THE FULL SERIES »
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https://www.bdo.com/resources/esg
https://www.bdo.com/resources/esg
https://www.bdo.com/internal-audit-webcast-series
https://www.bdo.com/ifrs-quarterly-update-webcast-series
https://www.bdo.com/center-for-corporate-governance-webcast-series
https://engage.bdo.com/wcc/eh/4850573/category/143087/quarterly-technical-update-webcast-series

BDO IN THE BOARDROOM PODCASTS

Subscribe to BDO's podcast series on Apple Podcasts
or Spotify

>

vV v.v. v Y

v

Risk Aspects of Technological Innovation May Boards NOT Be

Thinking About
Boards Take on More Agency to Drive Corporate Resilience

Pause on FCPA Enforcement: Considerations for the Board

Kick-Starting a Start Up Through Intentional Al Usage

Global Trade War: Tariff Considerations for Board of Directors

What Should Be On Today's Nomination & Governance
Committee Agenda?

Post-Election and Corporate Tax Considerations for Boards

Board Oversight in Action: Navigating Investigations and
Mitigating Penalties

Pre-Election Tax Considerations for Board of Directors

» Overseeing the Use of GenAl in Financial Reporting

Audit Firms Changing Their Business Models - What Audit
Committees May Want to Know

Measuring Culture Within Your Organization

» Audit Committee: Alleged Fraud, Now What?

Are You Prepared for New Sustainability Laws in California?

More content and new episodes added regularly!

e

AN

BOARDROOM

PODCAST

Want to stay up to date with the BDO in the
Boardroom podcast? Sign up to receive our
Corporate Governance Insights and you'll
receive an email as new episodes are released.

CLICK HERE TO SUBSCRIBE »

: % !

B

-
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https://podcasts.apple.com/us/podcast/bdo-in-the-boardroom/id1527327546
https://open.spotify.com/show/0cuqpPztK0YO7eo1XixYiG?si=hQon1nV7TkqFTuwNKWWFWw
https://www.bdo.com/insights/assurance/bdo-in-the-boardroom-podcast-series?wchannelid=a7chpgw216&wmediaid=th8tc8xer2
https://www.bdo.com/insights/assurance/bdo-in-the-boardroom-podcast-series?wchannelid=a7chpgw216&wmediaid=th8tc8xer2
https://www.bdo.com/insights/assurance/bdo-in-the-boardroom-podcast-series?wchannelid=a7chpgw216&wmediaid=7p9ed0z3g6
https://www.bdo.com/insights/assurance/bdo-in-the-boardroom-podcast-series?wchannelid=a7chpgw216&wmediaid=og33clani8
https://www.bdo.com/insights/assurance/bdo-in-the-boardroom-podcast-series?wchannelid=a7chpgw216&wmediaid=to31b6okwy
https://www.bdo.com/insights/assurance/bdo-in-the-boardroom-podcast-series?wchannelid=a7chpgw216&wmediaid=jjlx04o1uj
https://www.bdo.com/insights/assurance/bdo-in-the-boardroom-podcast-series?wchannelid=a7chpgw216&wmediaid=y867t9htu9
https://www.bdo.com/insights/assurance/bdo-in-the-boardroom-podcast-series?wchannelid=a7chpgw216&wmediaid=y867t9htu9
https://www.bdo.com/insights/assurance/bdo-in-the-boardroom-podcast-series?wchannelid=a7chpgw216&wmediaid=h9axpgeesv
https://www.bdo.com/insights/assurance/bdo-in-the-boardroom-podcast-series?wchannelid=a7chpgw216&wmediaid=xghwpqnl0u
https://www.bdo.com/insights/assurance/bdo-in-the-boardroom-podcast-series?wchannelid=a7chpgw216&wmediaid=xghwpqnl0u
https://www.bdo.com/insights/assurance/bdo-in-the-boardroom-podcast-series?wchannelid=a7chpgw216&wmediaid=5c2eu97l3v
https://www.bdo.com/insights/assurance/bdo-in-the-boardroom-podcast-series?wchannelid=a7chpgw216&wmediaid=piqyggz63v
https://www.bdo.com/insights/assurance/bdo-in-the-boardroom-podcast-series?wchannelid=a7chpgw216&wmediaid=ujenlajnp4
https://www.bdo.com/insights/assurance/bdo-in-the-boardroom-podcast-series?wchannelid=a7chpgw216&wmediaid=ujenlajnp4
https://www.bdo.com/insights/assurance/bdo-in-the-boardroom-podcast-series?wchannelid=a7chpgw216&wmediaid
https://www.bdo.com/insights/assurance/bdo-in-the-boardroom-podcast-series?wchannelid=a7chpgw216&wmediaid=epzi5xf1ab
https://www.bdo.com/insights/assurance/bdo-in-the-boardroom-podcast-series?wchannelid=a7chpgw216&wmediaid=ujenlajnp4
https://www.bdo.com/insights/assurance/bdo-in-the-boardroom-podcast-series?wchannelid=a7chpgw216&wmediaid=wnhulwr7py
https://www.bdo.com/insights/assurance/bdo-in-the-boardroom-podcast-series

BDO UPCOMING/ ARCHIVED WEBINARS

Upcoming Date

2025 Compensation Committee Priorities

Archived Date

2025 BDO Fall Board Survey

November 19, 2025

October 1, 2025

Q2 2025 IFRS Accounting Standards Quarterly Update

July 16 & 17, 2025

Quarterly Technical Update Q2 2025

July 9, 10, 11 & 15, 2025

Achieving Internal Audit Excellence

June 11, 2025

Q1 2025 IFRS Accounting Standards Quarterly Update April 16, 2025
Quarterly Technical Update Q1 2025 April 9, 2025
Unlocking the Power of Data: Ensuring Compliance while Driving Innovation .

April 2, 2025

for Board Directors

2025 Shareholder Meeting Agenda: Setting Expectations for
Shareholder Meetings

February 26, 2025

Q4 2024 IFRS Quarterly Update

January 22, 2025

2025 Board Committee Priorities

January 22, 2025

Quarterly Technical Update Q4 2024

January 15, 2025

2024 Board Compensation Trends and Year-End Planning Considerations

November 20, 2024

VIEW A COMPLETE LISTING OF BDO AND ARCHIVED WEBCASTS »
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https://engage.bdo.com/wcc/eh/4850573/lp/4980476/2025-compensation-committee-priorities
https://engage.bdo.com/wcc/eh/4850573/lp/4985013/2025-bdo-fall-board-survey
https://www.bdo.com/ifrs-quarterly-update-webcast-series
https://www.bdo.com/quarterly-technical-update-webcast-series
https://engage.bdo.com/wcc/eh/4850573/lp/4919584/achieving-internal-audit-excellence
https://www.bdo.com/ifrs-quarterly-update-webcast-series
https://engage.bdo.com/wcc/eh/4850573/category/143087/quarterly-technical-update-webcast-series
https://www.bdo.com/events/unlocking-the-power-of-data-balancing-compliance-and-innovation-for-board-directors
https://www.bdo.com/events/unlocking-the-power-of-data-balancing-compliance-and-innovation-for-board-directors
https://www.bdo.com/events/2025-shareholder-meeting-agenda-setting-expectations-for-shareholder-meetings
https://www.bdo.com/events/2025-shareholder-meeting-agenda-setting-expectations-for-shareholder-meetings
https://www.bdo.com/ifrs-quarterly-update-webcast-series
https://www.bdo.com/events/2025-board-committee-priorities
https://www.bdo.com/quarterly-technical-update-webcast-series
https://www.bdo.com/events/2024-board-compensation-trends-and-year-end-planning-considerations
https://www.bdo.com/events

BDO BOARD GOVERNANCE - PUBLICATIONS

Title Date

Audit Committee Requirements Practice Aid Sept 2025

Trust and Communication: Bridging the Gap Between the Board and C-Suite August 2025

Strategic Oversight and Governance in the Age of Al August 2025 \

Q2 2025 Audit Committee Agenda July 2025 i

Top 5 Boardroom Conversations on Technology Governance July 2025 ,

Internal Audit: Essential Questions for Board Directors in their Oversight Role June 2025 ’ ’ ‘
Global Trade Tensions: What Should the Board Know as Tariffs Evolve and Expand? May 2025 ' [ were g .
Board Oversight of Cybersecurity May 2025 S ..

Q1 2025 Audit Committee Agenda Apr 2025

BEPS 2.0: Addressing Organizational Impact of Global Tax Reform Apr 2025

Financial Reporting Considerations for Tariffs Apr 2025

Data Protection: Essential Questions for Board Directors Apr 2025

10 Questions Boards Should Ask to Build a Transparent Shareholder Communications Strategy Apr 2025

5 Ways Good Boards Go Wrong in Their Oversight of Cybersecurity Mar 2025

2025 Shareholder Meeting Agenda Mar 2025

VIEW A COMPLETE LISTING OF BDO PUBLICATIONS »
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https://www.bdo.com/insights/assurance/audit-committee-requirements-practice-aid-2025
https://www.bdo.com/insights/assurance/trust-and-communication-bridging-the-gap-between-the-board-and-c-suite
https://www.bdo.com/insights/advisory/strategic-oversight-and-governance-in-the-age-of-ai
https://www.bdo.com/insights/assurance/q2-2025-audit-committee-agenda
https://www.bdo.com/insights/assurance/top-5-boardroom-conversations-on-technology-governance
https://www.bdo.com/insights/assurance/internal-audit-essential-questions-for-board-directors-in-their-oversight-role
https://www.bdo.com/insights/assurance/global-trade-tensions-what-should-the-board-know-as-tariffs-evolve-and-expand
https://www.bdo.com/insights/assurance/board-oversight-of-cybersecurity
https://www.bdo.com/insights/assurance/q1-2025-audit-committee-agenda
https://www.bdo.com/insights/assurance/beps-2-0-addressing-organizational-impact-of-global-tax-reform
https://www.bdo.com/insights/assurance/financial-reporting-considerations-for-tariffs
https://www.bdo.com/insights/assurance/data-protection-essential-questions-for-board-directors
https://www.bdo.com/insights/assurance/10-questions-boards-should-ask-to-build-a-transparent-shareholder-communications-strategy
https://www.bdo.com/insights/assurance/5-ways-good-boards-go-wrong-in-their-oversight-of-cybersecurity
https://www.bdo.com/insights/assurance/2025-shareholder-meeting-agenda
https://www.bdo.com/corporate-governance

BDO BOARD SURVEYS

» Annually, BDO contracts with an independent market research consulting firm, to survey corporate directors.
Respondents sit on boards across industries including but not limited to technology, retail, nonprofit, manufacturing,
financial services, energy, healthcare, life sciences, real estate, education and hospitality. Participants’ board
experience is also noted based on the number of concurrent boards served, director tenure, and size of
company served.

Compare past results from BDO's recent pulse surveys and stay tuned for Fall 2025 Board Survey results to be
released In October 2025!

Expanding Roles, Risks and
Opportunities for Boards in
Another Disruptive Year

SPRING 2023 8DO BOARD PULSE SURVEY

Boards Balance
Innovation and Risk

2024 BDO BOARD SURVEY

2021 BDO FALL BOARD PULSE SURVEY

ACTIONS SPEAK LOUDER
THAN WORDS:

Boards Increase Transparency
and Pursue Growth

PROACTIVE
GOVERNANCE TO ADDRESS BOARD PRIORITIESFOR W

RECESSIONARY PRESSURES 2021 ABOUND AMID SLOW
2022 BDO FALLBOARD PULSE SURVEY ECONOMIC RECOVERY

BDO WINTER BOARD PULSE SURVEY
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https://insights.bdo.com/2022-Board-Pulse-Survey.html
https://www.bdo.com/insights/assurance/2021-bdo-fall-board-pulse-survey
https://www.bdo.com/insights/assurance/bdo-board-pulse-survey-winter-2021
https://insights.bdo.com/Spring-2023-BDO-Board-Pulse-Survey.html
https://insights.bdo.com/2024-BDO-Board-Survey.html

AUDIT COMMITTEE REQUIREMENTS PRACTICE AID

» BDO has designed a tool to assist audit committees in fulfilling
their obligations, documenting their activities, and developing
meeting agendas.

> This practice aid details the duties, responsibilities, and disclosures
required of public company audit committees, as set forth by
relevant regulations, standards, and emerging best practices in
corporate governance.

» The audit committee can use this tool in conjunction with the
Illustrative Audit Committee Charter and tailor it to reflect the
responsibilities in the company’s audit committee charter.

Audit Committee
Requirements

PRACTICE AID

2025 BOARD COMMITTEE PRIORITIES

BDO prepares annual thoughts on emerging responsibilities, trends, and considerations for each of the three
standing committees of the board. Be on the lookout for 2026 publications to be released later this fall!

NOMINATION & COVERNANCE COMMITTEE
PRIORITIES FOR 2025

Elevating Governance
Amid a Shifting
Landscape

VIEW INSIGHT »

Audit Committee Compensation
Priorities for 2025 Committee
Priorities for 2025

VIEW INSIGHT » VIEW INSIGHT »
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https://www.bdo.com/insights/assurance/illustrative-audit-committee-charter
https://www.bdo.com/insights/assurance/audit-committee-requirements-practice-aid-2025
https://www.bdo.com/insights/assurance/nomination-and-governance-committee-priorities-for-2025-elevating-governance-amid-a-shifting-landsc
https://www.bdo.com/insights/assurance/audit-committee-priorities-for-2025
https://www.bdo.com/insights/assurance/compensation-committee-priorities-for-2025

Have questions or want to learn more? Contact us!

Our purpose is helping people thrive, every day. Together, we are focused on delivering exceptional and sustainable
outcomes and value for our people, our clients and our communities. BDO is proud to be an ESOP company, reflecting
a culture that puts people first. BDO professionals provide assurance, tax and advisory services for a diverse range of
clients across the U.S. and in over 160 countries through our global organization.

BDO is the brand name for the BDO network and for each of the BDO Member Firms. BDO USA, P.C., a Virginia
professional corporation, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and
forms part of the international BDO network of independent member firms. For more information,

please visit: www.bdo.com.

© 2025 BDO USA, P.C. All rights reserved.


https://www.bdo.com/contact?utm_medium=PDF&utm_source=ContentAsset&utm_campaign=ReputationBuilding&utm_content=NotApplicable&utm_term=SalesCollateral
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