
January 13, 2020 

 

The Honorable Brad Sherman 

Chairman 

Subcommittee on Investor Protection, Entrepreneurship, and Capital Markets 

House Financial Services Committee 

2129 Rayburn House Office Building 

Washington, D.C.   20515 

 

The Honorable Bill Huizenga 

Ranking Member 

Subcommittee on Investor Protection, Entrepreneurship, and Capital Markets 

House Financial Services Committee 

2129 Rayburn House Office Building 

Washington, D.C.   20515 

 

Dear Chairman Sherman, Ranking Member Huizenga, and Members of the Committee: 

We commend you for holding this week’s hearing, “Overseeing the Standard Setters: An Examination of 

the Financial Accounting Standards Board and the Public Company Accounting Oversight Board.” The 

FASB and PCAOB play a vital role in promoting the transparency of our financial markets and the 

reliability of the financial reports on which investors rely. As such, they can help to augment the 

regulatory reach and effectiveness of the Securities and Exchange Commission (SEC) in overseeing our 

capital markets. Recently, however, grave concerns have been raised about the effectiveness of the 

PCAOB, in particular, in fulfilling this role.1 

As you and the Committee members know, the PCAOB was created by Congress after the scandalous 

frauds of WorldCom and Enron. In the aftermath of those scandals and a rash of other accounting 

failures, it became clear that there were systemic deficiencies in the accounting and auditing profession 

that had allowed, and in some cases aided and abetted, the frauds that harmed countless Americans 

and rattled the confidence of investors everywhere. The PCAOB was created by Congress to protect 

investors by policing the auditing of public companies. Later, Congress also gave it authority to police 

the audits of broker-dealers. With several pending important matters under consideration at the 

PCAOB, including its ill-advised and attempts, of questionable legality, to exempt hundreds of broker-

dealers from its examination program, retirees and all those who participate in our capital markets 

would benefit from your robust oversight of the PCAOB’s operations and policymaking. 

Recently, our organizations wrote to Securities and Exchange Commission Chairman Jay Clayton, 

regarding staff guidance issued earlier this year by the Public Company Accounting Oversight Board 

                                                           
1 See, e.g., Dave Michaels and Jean Eaglesham, Audit Watchdog Plagued by Internal Strife, Whistleblower Claims, 
Wall Street Journal, Oct. 15, 2019 https://on.wsj.com/36FZgXR; David S. Hilzenrath and Nicholas Trevino, How an 
Agency You've Never Heard of Is Leaving the Economy at Risk, POGO, Sept. 5, 2019 https://bit.ly/2tJqmyO; David S. 
Hilzenrath and Aadam Barclay, Auditing Watchdog Hides Information from Investors, POGO, Oct. 17, 2019 
https://bit.ly/2NbgjcW; Francine McKenna, The SEC proposes to "modernize" auditor independence rules, The Dig, 
Jan. 7, 2020 https://bit.ly/37RupI9; Francine McKenna, "Modernizing" Auditor Independence, Part 2, The Dig, Jan. 
8, 2020 https://bit.ly/36zB5KN.  
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(PCAOB). Our letter urged Chairman Clayton to withdraw the PCAOB’s guidance, which would 

undermine transparency and the enforcement of auditor independence rules. Our organizations believe 

that this guidance would result in investors’ failing to be adequately informed when independence 

violations occurred. Furthermore, we believe that investors would be actively misled by statements that 

falsely affirm that the audit was conducted in compliance with PCAOB standards when that was not the 

case.  

We enclose a copy of our recent letter to SEC Chairman Clayton, and ask that you include this letter in 

the record of today’s hearing.   

Thank you again for your leadership on this important issue. 

Sincerely, 

 

Jeremy Bratt      Lev Bagramian 
Director of External Affairs    Senior Securities Policy Advisor 
Better Markets      Better Markets 
 
 
Barbara Roper      Marcus Stanley 
Director of Investor Protection    Policy Director 
Consumer Federation of America   Americans for Financial Reform 
 
 
 
 


