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The CPA profession today looks much different than it
did just five short years ago. In fact, the profession has
undergone more change in the last five years than in all

of its prior 100-plus (90 in Indiana) year history. But one thing
hasn’t changed – the profession’s core purpose of serving the
public interest.

As a result of the high-profile corporate failures in late 2001
and 2002, the profession has seen a few people go to jail, one
of its major firms dissolve and the resulting movement to
other firms and companies. Legislation and regulation at both
the state and federal levels has been enacted to address these
situations and restore the confidence of the American public.

But despite the challenges, the profession did not crack
under the pressure. Instead, it has reinvented itself to become
even stronger and more attractive. A case in point: accounting
enrollments at U.S. colleges are at an all-time high, and accounting
is currently the number two choice of majors (second only to
“undecided”!) nationally.

What has caused this trend? Primarily the many new
opportunities that have been created for CPAs as part of the new
legislation and regulations that have changed the way both
public and private companies do business.

Legally speaking
Many of these new opportunities resulted from the

implementation of Sarbanes-Oxley Section 404 and the Public
Company Accounting Oversight Board’s Auditing Standard No. 2,
which mandate internal control over financial reporting. CPAs
who work internally at publicly held businesses and those in
public accounting who serve these companies have been called
upon to comply with these complex and time-consuming
requirements.

Another fairly recent development is the auditor independence
rule adopted by the Securities and Exchange Commission in
2003. It was designed to strengthen auditor independence in
the wake of the Sarbanes-Oxley passage. Among other things,
the rule prevents CPA firms from providing non-audit services
to their publicly held audit clients and, in most cases, requires
rotation of partners every five to seven years.

Accountability also has evolved over the past five years. CEOs
and CFOs of public companies are now required by the SEC
to certify their company’s financial statements. As a result,
restatements of company financials have increased significantly,
and CPAs are being called upon to play a key role in this era of
increased scrutiny. This has led to increased requirements for
audit work.

State to state
“Mobility” or “substantial equivalency” – the ability of

CPAs to practice across state lines – is becoming a big issue as

firms of all sizes expand their client
bases. Because the CPA profession is
regulated at the state level, there are
many obstacles that make it difficult
for CPAs to serve their clients who
have a presence out-of-state. While
there is a movement currently to increase
awareness of state regulations, the
ultimate solution is for the states to
unite and enable interstate practice.

The list of changes to the profession
goes on: the act of committing fraud
has been around for a long time, but preventing, detecting and
deterring it by CPAs performing audits is a relatively new concept.
Today, CPAs are expected to find more instances of fraud and
report it. This has made the CPA’s role in the audit process
even more complex. But CPAs have accepted these heightened
expectations and have adapted their work processes to
accommodate today’s clients.

Auditing has also been affected by the issuance of several
new risk assessment Statements on Auditing Standards (SASs).
More than 10 new SASs have been issued in the last year. Designed
to further enhance audit quality, the standards provide guidance
for the auditor’s assessment of the risks of material mis-statement
(caused by either fraud or error) in financial statement audits
and for the design, performance and documentation of tailored
audit procedures.

In Indiana, our big change was the adoption of mandatory
quality (peer) review in 2004 for all CPA firms that perform
audits, reviews or compilations. While many firms voluntarily
participated in this program in the past, others recently experienced
the quality review process for the first time. As a result of the
new requirement, some firms have simply decided to get out
of the audit business. But many others see real value in this
program and have used the results to strengthen their firm’s
internal procedures.

Faced with all of these changes and challenges, the profession
has moved forward with this variety of new opportunities.
And the changes will continue providing more need for great
CPAs. It’s never been a better time to become a CPA!
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Resource: Anita Weaver Sherman, CPA is chair-elect of the
Indiana CPA Society and will begin her one-year term as
chair of the organization on July 1, 2007. She is a partner
in charge of audit and other assurance services for Greenwalt
Sponsel & Co., Inc. in Indianapolis. Sherman can be
contacted at (317) 240-4486 or asherman@gscocpa.com

Anita Weaver Sherman




