
I FROM: Richard M.Orin, Esq.CPA 

TO: S e c u r i t y  and Exchange Commission 
d 


Advisory Committee on Smaller  
Companies 

SUBJECT: Publ ic  comment on t h e  ~ u b l i c a t i o n  
of t h e  exnosure d r a f t  o f  t h e  FFnaL 
Renort of t h e  Advisory Committee on 
Smal ler  Pub l i c  Comnanies t o  t h e  U.S. 
S e c u r i t i e s  and Exchange Commission 

F i l e  Number 265-21 

Mv name i s  Richard M. Orin.  I have s eve ra l  
decades of  exoer ience a s  a n  a t t o r n e y  and c e r t i f i e d  
pub l i c  accountant .  I am a founding member and o a s t  
~ r e s l d e n t  of t h e  Amertcan Assoc ia t ion  of Attornev-
C e r t i f i e d  Pub l i c  Accountants.  I b v e  l ec tu red  on t a x ,  
account ing ,  and accounting e t h i c s  a t  t h e  Un ive r s i t y  of 
Missouri-Columbia, Southern Methodist Un ive r s i t y  School 
of Law, New York Un ive r s i t v ,  Baruch College and t h e  C i ty  
U n i v e r s i t y  of N e w  York. I am a n  o f f i c e r  of t h e  Foundation 
f o r  Accounting Education and am c u r r e n t l y  t h e  snonsor of 
t h e  annual  symnosium on accoWinc  e t h i c s  a t  t h e  Un ive r s i t y  
of Missouri-Columbia (whichbas f ea tu red  speakers  such a s  
Barbara Hannigan of t h e  PCAOB and Lynn Turner of t h e  
Commission). I am deeo ly  i n t e r e s t e d  i n  t h e  success  of 
t h e  mission under lying t h e  Sarbqnes-Oxley Act, a s  w e l l  a s  
i n  making t h e  a ~ n r o p r i a t e  ad jus tments  f o r  sma l l e r  pub l i c  
comnlnies, and would l i k e  t o  submit t h e  fol lowing convents 
f o r  your review. 
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A,dvisorv Committee - Recommendation V.S.l: 

Together w i th  t h e  PCAOB and t h e  FASB, promote 
c o m e t i t i o n  and reduce t h e  percep t ion  of t h e  
l a c k  of cho ice  i n  s e l e c t i n g  a u d i t  f i rms  by 
u s ing  t h e i r  i n f luence  t o  inc lude  non-Big 
Four f i rms  i n  c o m i r t e e s ,  nub l i c  forums, and 
o t h e r  venues t h a t  would i nc rea se  t h e  avareness  
of t h e s e  f i r m s  i n  t h e  marketplace.  

Comment: The PCAOB has  r e g i s t e r e d  and oversees  
939 oub l i c  account in^ f i r m s  who conduct a u d i t s  
of nub l i c  comnanies. There k been tes t imony 
beFore t h i s  cormnittee t h a t  t h e r e  a r e  manv 
q u a l i f i e d  r e g i o n a l  CPA f - rms  and second- t ie r  
non-Rig Four a u d i t  f i rms  t h a t  have a  l e v e l  of  
e x q e r t i s e  an1 resource  c a n a b i l i t i e s  t o  se rve  
t h e  needs of ve rv  l n r q e  mid-market comnanies 
wi th  p loba l  f a c i l i t i e s  nround t h e  world, a s  
we l l  2 s  a much g r e a t e r  nercentaqe of smal l  
and mid-s ize  nub l i c ly - tmded  companies. 
Current  m r k e t  cond i t i ons  because of t h e  
l im i t ed  r e sou rces  o f  t h e  Big Four f i r m s  have 
c r ea t ed  an ovnor tun i tv  f o r  t h e  a u d i t  cowmittees 
of high q u a l i t y  nub l i c  comnanies and t h e  
investment bankers t o  adv i se  t h e  r e t e n t i o n  of  
non-Big Four f i r m s  t o  perform t h e i r  a u d i t s .  
The r e s u l t a n t  i n c r e a s e  i n  cornnetition awong 
t h e  a u d i t i n g  f j . r m s w i l l  reduce a u d i t i n g  fees 
paid by t h e  pub l i c  comnanies and f u r t h e r  
safeguard t h e  q u i n t e s s e n t i a l  s tandard of 
"aud i to r  independencen both i n  f a c t  and 
amea rance .  

Th i s  recommendat ion  should be exnanded 
t o  encourage t h e  develonment of a l a r g e r  cad re  
of a u d i t i n g  f i rms  which would i nc rea se  Publ ic  
comqany choice  beyond Big  Four f i rms  w i t h  t h e  
PCAOB develoning s tandards  f o r  n a t i o n a l l y  o r  
r e g i o n 3 l l y  recognized a u d i t i n g  f i rms  t h a t  could 
nrovide  comfort f o r  t h e  adv i so r s  of smal le r  
pub l i c  companies i n  t h e i r  s e l e c t i o n  of a u d i t o r s .  
The Laroe number of  a u d i t i n g  f i r m s  t h a t  would 
quaLi*y un.fer t he se  s tandards  wor~ld open up t h e  
a u d i t i n g  f i e l d  an? o r o v i l e  a  much l a r g e r  base  of 
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comnet it ion.  The 5enef i t s  t o  t h e  i nves t i ng  p u b l t c  
would be immeasur~ble  and vromnta i n v e s t o r  p r o t e c t i o n  
and ea se  t h e  r e g u l a t o r y  burden. To some ex t en t  t h e  
nns t  abuses  have been caused and exaggerated by t h e  
l i m i t a t i o n s  inheren t  i n  t h e  small  number of a u d i t o r s  
r e n u l n r l y  r e l i e d  unon by t h e  p u b l i c  comnanies. T h e  
SEC and t h e  PCAOB can u s e  t h e i r  i n f luence  and inc rea se  
t h e  awareness t o  s i p n i f i c a n t l y  a f f e c t  t h e  choice  of 
a u d i t i n g  f i rms  by t ak ing  t h e s e  s t e p s  a t  t h i s  time. 

Accordingly,  t h i s  recorlnenda t i o n  r e l a t i n g  
t o  nccount ine  standarAs deserves  primary cons ide ra t i on  
by t h e  S e c u r i t y  Exchange Commission r a t h e r  than secondnry. 

Advisorv Cormittee - Reconvendation V.S.3: 

Requires t h e  PCAOB t o  cons ide r  minimum annual  con t inu ing  
~ r o f e s s i n n a l  educa t ion  r equ i r even t s  covering t o - i c s  
s q e c i f i c '  t o  SEC m a t t e r s  f o r  f i rms  t h a t  wish t o  p r n c t i c e  
be fo re  t h e  SEC. 

Comment: It i s  annarent  t h s t  w i t h  t h e  onening of the  
nub t i c  audit in^ f i e l d  t o  q u a l i f i e d  r e g i o n a l  CPA f i rms  
and second- t i e r  non-Big Four a u d i t  f i rms ,  t h a t  minimum 
annual  SEC t r a i n i n g  r e q u i r e ~ e n t s  should be e s t a b l i s h e d  
f o r  q a r t n e r s  and emnLoyees of a u d i t  f i rms  r e g i s t e r e d  
with t h e  PCAOB. They must have t h e  e x n e r t i s e  and resource  
c a n a b i l i t i e s  t o  s e rve  t h e  needs of  smal l  and mid-size 
aublicly-tradedcomnanies. "Auditing i s  no t  rocke t  science" 
and Dar tners  and s t a f f  can be t r a i n e d  t o  nerform t h e i r  
necessary  d u t i e s  and o b l i g a t i o n s ,  t hey  can be educated 
i n  t h e  a m l i c a b l e .  account in  n r i n c i n l e s  and audit in^ 
s t anda rds ,  and i n s t i l - l e d  w i t Fi t h e  s k e n t i c a l  a t t i t u d e  
and e t h i c a l  fundamentals so e s s e n t i a l  t o  t h e  c h a r a c t e r  
of t h e  ~ u b l i c  a u d i t o r .  

Resnec t fu l l y  submit ted ,  

Dated: A n r i l  1, 2006 / s /  Richard M , r i ~  
Richard M. Or in  
Attorney -CPA 


