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How the Financial Reporting Value Chain
Adapted to Challenges of Covid-19
The Audit Fee Study looks at various factors a�ecting �nancial reporting and the
external audit. This includes public company preparer opportunities to reduce audit
e�ort, COVID-19’s impact, value derived from external audits, auditor insights, and
...
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The Financial Education & Research Foundation (FERF)—the independent non-
pro�t research af�liate of Financial Executives International (FEI)—today released
the �ndings of its Annual Public Company Audit Fee Study. The survey was
sponsored by the Center for Audit Quality (CAQ), a nonpartisan public policy
organization advancing critical issues affecting audit quality and investor trust in
capital markets. The CAQ also conducted a survey of audit engagement partners, the
results of which contributed to the report.
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The Audit Fee Study looks at various factors affecting �nancial reporting and the
external audit. This includes public company preparer opportunities to reduce audit
effort, COVID-19’s impact, value derived from external audits, auditor insights, and
issues driving audit fee changes.

Overall, the growth in average audit fees continued, increasing almost four percent
from 2019 to 2020 from $2.43 million to $2.52 million. Forty-nine percent of member
respondents cited an increase in audit scope over the same year. In addition, 58
percent indicated efforts to support external audits increased.

Twenty-eight percent of all respondents cited acquisitions as the primary driver for
the above trends. Twenty-three percent of all respondents reported the impact of
2020’s economic uncertainty on audit scope as another factor, followed by the
current expected credit loss (CECL) standard implementation, divestures, and ICFR
changes not related to COVID-19.

Fifty-seven percent of audit engagement partners surveyed indicated the scope of
their most recently completed integrated audit engagement had increased from 2019-
2020. Economic uncertainties brought about by the COVID-19 pandemic were cited
as the primary driver of audit scope and effort increases. Other drivers were non-
COVID related ICFR changes, acquisitions, the Critical Audit Matters, and the
transition to a virtual audit as a result of the pandemic. 

Additionally, sixty-one percent of respondents indicated that their auditor’s use of
data analytics and other emerging technologies improved the quality of their
external audit.

Looking ahead:   

The 2020 audit cycle was unprecedented for the �nancial reporting ecosystem,
entities, and their auditors, most notably when determining how to successfully
navigate the challenges to continue to provide high quality �nancial reporting and
high-quality audits to the capital markets. Moving forward, three primary factors
that may impact the audit fee marketplace include: future potential regulation,
demand for audit services and professionals, and cybersecurity. 

ESG also continues to emerge as an area of focus for �nance professionals and
auditors as 40 percent of respondents indicated that they disclosed climate-related
risks that were considered in the preparation of their 2020 �nancial statements.
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“The ongoing COVID-19 pandemic continues to pose challenges for auditors and
preparers, and as such, instilling trust and con�dence in �nancial reporting and the
related internal controls over �nancial reporting was more important than ever this
year,” said Andrej Suskavcevic, CAE, President and CEO of Financial Executives
International and Financial Education & Research Foundation. “The shift to virtual
work environments, enhanced communication, and leveraging technological
capabilities were critical components of solidifying that trust and essential to the
continuation of ensuring the timely delivery of high-quality reporting.”

Accounting  • Auditing  • ESG

CPA Practice Advisor is registered with the National Association of State Boards of Accountancy
(NASBA) as a sponsor of continuing professional education on the National Registry of CPE
Sponsors.

© 2024 Firmworks, LLC. All rights reserved

Hello. It looks like you’re using an ad blocker that may prevent our website from
working properly. To receive the best experience possible, please make sure any blockers
are switched off and refresh the page.

If you have any questions or need help you can email us

https://www.cpapracticeadvisor.com/section/accounting/
https://www.cpapracticeadvisor.com/section/auditing/
https://www.cpapracticeadvisor.com/section/esg/
mailto:info@cpapracticeadvisor.com

