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Section 404 Internal Control Disclosure Stats
• Year 1 & Year 2 Filing Breakdown
• GAAP / Accounting Failures
• Internal Control Failures
• Failures by Revenue
• Failures by Industry
• Auditor Change Analysis 2003 – 2006 YTD
• 3 Year Share Price Analysis

Calendar Year 2001 to 2005 Restatements
• 2006 Year to Date
• Revenues of $1 Billion plus
• First Year 404 Filers Restatements & Litigation

Year 2 Auditor Fees Analysis – Fortune 1000

Questions & Answers

The reports cited in this presentation are available at 
www.AuditAnalytics.com

Agenda



3IVES Group Inc.  phone: (508) 476-7007   e-mail: info@ivesinc.com

Year 1 & Year 2 Section 404 Disclosure Stats

Opinions       Adverse                   Restated     Effective to
Filed           Opinions               Opinions Non-Effective

Year 1               3,710        591 (15.9%)                  90 (2.4%)      59 (10%)
(period ending 

prior to 11/15/05)

Pending   Total Estimated 
& Late       Failure Rate for Year 2

Year 2              2,895         194 (6.7%)          89        283  (9.5%)
(period ending 

11/15/05 to 1/31/06)

Source:  AuditAnalytics.com – May 2, 2006   Section 404 ICMW Dashboard Year 1 & Year 2
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Year 1 & Year 2 Section 404 Disclosure Stats
GAAP / Accounting Failures by Issue

Revenue           Tax Accruals      Inventory          Consolidation        Leases or
Recognition      Deferrals etc.      Vendor COS     Fin (46) Issue       Contingencies

Year 1          185 (31.3%)        189 (32%)          162 (27.4%)          53 (9%)            99 (16.8%)   
(period ending 

prior to 11/15/05)

Year 2           55 (28.4%)         67 (34.5%)          46 (23.7%)          13  (6.7%)         18 (9.3%)
(period ending 

11/15/05 to 1/31/06)

Source:  AuditAnalytics.com – May 2, 2006   Section 404 ICMW Dashboard Year 1 & Year 2
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Year 1 & Year 2 Section 404 Disclosure Stats
Internal Control Failures by Issue

Personnel           Segregation         Restatements     Material YE        IT Processing
Issues               of  Duties   of  Financials     Adjustments       Access Issues

Year 1          284 (48.1%)        125 (21.2%)        293 (49.6%)      314 (53.1%)       123 (20.8%)   
(period ending 

prior to 11/15/05)

Year 2           91 (46.9%)         24 (12.4%)          59 (30.4%)       136 (70.1%)         34 (17.5%)
(period ending 

11/15/05 to 1/31/06)

Source:  AuditAnalytics.com – May 2, 2006   Section 404 ICMW Dashboard Year 1 & Year 2
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Year 1 & Year 2 Section 404 Disclosure Stats
Failures by Revenue

Source:  AuditAnalytics.com – May 30, 2006
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Year 1 & Year 2 Section 404 Disclosure Stats
Failures by Industry

Source:  AuditAnalytics.com – May 30, 2006
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Calendar Years 2003–2006 404 Filer
Auditor Change Analysis

Source:  AuditAnalytics.com – As of June 9, 2006

404 Filer*               % Change from 
Calendar Year            Auditor Changes            Previous Year

2006 (Year to Date*)                                 111
2005                                   263                      7%
2004                                   246                      37%
2003                                   179                      

*Includes all Section 404 filers for both Year 1 and Year 2 as of June 9th 2006.
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Year 1 & Year 2 Section 404 Disclosure Stats
3 Year Share Price Analysis

Source:  Lord & Benoit  “Do the Benefits of 404 Exceed the Cost?  May 8, 2006
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Calendar Years 2001–2005 Restatements

Source:  AuditAnalytics.com – As of April 25, 2006
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Calendar Year 2006 Restatements to Date

Source:  AuditAnalytics.com – As of June 9, 2006

Total number of Financial Restatements could increase by as much as 25% from 
2005 to 2006 if this pace (year to date) continues
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Calendar Years 2001–2005 Restatements
Top Issues for Registrants w/ Rev. $1Billion plus

Source:  AuditAnalytics.com – As of April 25, 2006
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Preliminary Securities Class Action Litigation
Analysis for First Year 404 Filers

Source:  AuditAnalytics.com – As of May 30, 2006

For companies who filed a financial restatement and had a clean 404 opinion from 
their auditors, there was a 184% greater likelihood that they would also be involved 
in securities class action litigation, as compared to those who had an adverse 404 
opinion.
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Year 2 404 Filer Auditor Fees Analysis
Fortune 1000 w/ FYE Nov & Dec

-5%-53%-23%-7%-0.38%Fortune 1000

-4%-55%-21%-8%-0.28%Fortune 501 - 1000

-5%-52%-24%-6%-0.40%Fortune 500

TotalOther
Tax 

Related
Audit 

RelatedAudit

% Change in Auditor Fees from 
FY 2004 to FY 2005

Source:  AuditAnalytics.com – May 2, 2006   Fortune 1000 Auditor Fee Analysis
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Thank You
Mark Cheffers, CEO

Phone: (508) 476-7007 ext. 23
E-mail: mcheffers@ivesinc.com
bio available at http://www.ivesinc.com/001/bios.php?c=1

Info@auditanalytics.com
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Who Relies on Audit Analytics?
• Big 4, National, Regional, and Local Accounting Firms
• Leading E&O Insurance Providers and Law Firms
• CFO’s and Audit Committees of Fortune 1000 Companies
• Financial Service Providers, Government Organizations and Universities
• Audit Industry Thought Leaders

– Public Accounting Report, Wall Street Journal, USA Today, Reuters, New York Times

AuditAnalytics.com Recently Heard in Leading Thought Leader Publications:

May 15, 2006          Public Accounting Report – Fortune Fees Dip Slightly for Year-Two Sox 404 Filers
May 9,  2006           GAO – Key Principles Needed in Addressing Implementation for Smaller Public Companies 
May 8,  2006           Wall Street Journal – Checks on Internal Controls Pay Off 
May 4,  2006           PCAOB   – Confronting the Challenges of Change in the World of Financial Reporting 
April 23,  2006        SEC – Final Report of the Advisory Committee on Smaller Public Companies. 
April 19,  2006        USA Today  - More firms late sharing annual financials



17IVES Group Inc.  phone: (508) 476-7007   e-mail: info@ivesinc.com

Audit Industry Market Intelligence & Due Diligence


