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Oxley,” Peters said. “Right after 
Sarbanes-Oxley kicked in, audit 
fees went way up. They almost 
doubled.”

The act was written and 
approved to avoid repeats of 
the early 2000s-era scandals at 
Enron, Tyco International and 
other corporations where long-
standing accounting partners 
were acting as enablers for cor-
porate misdeeds.

The new rules require corpo-
rations to change their signing 
partners every five years.

“It took a tremendous amount 
of effort to get all the required 
documentation and testing 
associated with Sarbanes-
Oxley,” said Windstream Corp. 
CFO Tony Thomas.

Once the act’s infrastructure 
was set up, Thomas said, the law 
became less burdensome and 
prices declined. But companies 
still have to deal with finding 
new partners every half-decade, 
a process the Little Rock tele-
com recently underwent.

“It does require some work,” 
Thomas said. “The new audit 
partner has to have a relation-
ship with me, the CFO, and, 
really, all members of manage-
ment. It simply takes some time 
getting up to speed and the 
learning complexities associat-
ed with a large public company.”

Thomas’ said Windstream’s 
new auditing partner, Tom 
Leonard of PwC, formerly known 
as PricewaterhouseCoopers, 
was a former auditing part-
ner for other telecoms, includ-
ing Alltel Corp., of which 
Windstream is a spinoff.

The difficulty doesn’t fall 
entirely on the corporations, 
either. For a firm like PwC, 
Sarbanes-Oxley can cause con-
fusion for partners, who are 
required to be in the same phys-
ical location as their client.

“That requires some plan-
ning for the firms because five 
years as a signing partner can 
go pretty quickly,” said Martin 
Fiscus, managing partner for 
PwC in Springdale. “I have 
spent a good bit of my career 
in [Tulsa], moved to Austin, 
Texas, for five years, then went 
back to Oklahoma to pick up an 
engagement partner role with 

Chesapeake Energy, did my five 
years there. Then an opportuni-
ty presented itself, and I moved 
back to northwest Arkansas.”

Managing where and when 
their partners go is a big part of 
the difficulty firms face, Fiscus 
said.

“It does create these issues 
around how you manage your 
firm, and how we make sure 
we manage that transition pro-
cess.”

PwC handles the multimil-
lion-dollar auditing responsi-
bilities for Windstream, Tyson 
Foods Inc. of Springdale and 
Dillard’s Inc. of Little Rock.

Potential Problems
Fiscus mentioned another 

issue looming in the distance.
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Accounting Oversight Board, a 
non-profit corporation created 
by the Sarbanes-Oxley Act, has 
been tossing around the idea 
of making companies switch to 
an entirely new accounting firm 
every five years.

Some companies have had 
very long relationships with 
their accountants; Wal-Mart, 
for example has used Ernst & 
Young for more than 40 years. 
Switching after such a long time 
would present obvious prob-
lems.

“There’s a lot of knowledge 
that gets accumulated through 
the audit process,” Fiscus said. 
“It certainly is easier to trans-
fer that knowledge in a partner 
rotation than it is when chang-
ing out an entire auditing team.”

Fiscus estimated such a rule 

change would propel auditing 
costs into the stratosphere.

“Any time you take on a new 
client, there is a tremendous 
effort and a learning process 
that takes place,” Fiscus said. 
And he would know, as his firm, 
PwC, took on Tyson Foods Inc. 
as a client in 2010 after the meat 
producer left Ernst & Young. 

“PricewaterhouseCoopers 
had clients in Arkansas prior 
to our relationship,” said 
Craig Hart, senior vice presi-
dent and controller at Tyson. 
“Management and the audit 
committee believed that a local 
office in northwest Arkansas 
would be a plus in having an 
efficient and effective audit.”

Peters, at the University of 
Arkansas, said the firm-switch-
ing idea has been discussed 
since the Sarbanes-Oxley Act 
came about.

“The concern was, if you’re 
an auditor with the same client 
for an extend-
ed period of 
time, do you 
lose objec-
tivity, and 
become finan-
cially tied to 
the client?” 
he said. “That 
causes prob-
lems.”

But Peters said it’s normal 
for big companies to keep their 
accounting firms for decades, 
and research has shown that 
relationship to be positive. 
Moreover, issues get thicker the 
larger companies become.

“If they have to rotate audi-
tors every five years, there’s 

some concern whether or not 
auditors are available that could 
adequately serve their clients,” 
Peters said. “If it’s a large client, 
we really need the resources of 
the Big Four firms. If we have 
one that’s providing consulting 
services, that firm isn’t indepen-
dent of the client, and couldn’t 
be considered as an auditor. 
Then the third firm may not 
be appropriate because of its 
geographical location or lack of 
expertise locally. That basically 
leaves the fourth firm.”

Peters is not even sure if the 
benefits of Sarbanes-Oxley have 
been worth the costs.

“I think, initially, it’s cost 
more than anyone ever thought 
it would,” he said.

But he noted the act has done 
some good.

“I think there’s a renewed 
confidence in financial state-
ments companies are provid-
ing, which are, fundamental-
ly, one of the most important 
things in the whole auditing 
process,” he said.

He also felt financial state-
ments were of a higher quality 
than 10 years ago.

Fluctuations
Government regulations 

aren’t the only reason audit costs 
can f luctuate. Windstream, 
for example, paid out $600,000 
more in 2010 audit fees than it 
did in 2009.

“Typically, when you see fluc-
tuation specific to Windstream, 
it’s acquisition-related or cap-
ital-markets work,” CFO Tony 
Thomas said. “When we go to 

bond and refinance our debt, it 
requires us to file registration 
statements with the SEC and 
drives up incremental work on 
[the auditors’] part.”

Acxiom Inc. of Little Rock’s 
bill went up $700,000 in fiscal 
2011, and the company identi-
fied an audit of its employee 
benefit plans as the source of 
the additional cost.

Home BancShares Inc. of 
Conway cited $177,000 of its 
auditing fee as coming from 
acquiring four failed Florida 
banks last year.

A few companies also 
changed firms in the last fis-
cal year. Tyson, as mentioned, 
parted with Ernst & Young and 
switched to PwC. First Federal 
BancShares of Arkansas Inc. in 
Harrison switched from Big Four 
firm Deloitte & Touche LLP to 
BKD LLP, currently Arkansas’ 
largest firm. ThermoEnergy 
Corp., which has been moving its 
management from Little Rock to 
Rochester, N.Y., dropped Kemp 
& Co. and picked up CCR LLP.

The companies, in their 
annual proxy statements, made 
sure to point out these changes 
weren’t argumentative, but they 
did record auditors’ comments.

In First Federal’s report, for 
example, the departing Deloitte 
& Touche noted “uncertainty 
about [First Federal’s] ability to 
continue as a growing concern.”

Earlier this year, First Federal 
underwent a $46.3 million 
recapitalization by Bear State 
Financial Holdings LLC. The 
ailing Harrison bank posted 
losses of $46.2 million in 2009 
and $4.9 million in 2010. n
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Public Company Accounting Fees, 2009-10
Company Accounting Firm Fees 2010 Fees 2009 Change
Wal-Mart Stores Inc. Ernst & Young LLP $17,410,000  $16,502,000  5.5%
Windstream Corp. PricewaterhouseCoopers LLC $3,661,000  $3,047,000  20.2%
Murphy Oil Corp. KPMG LLP $3,570,108  $3,612,172  -1.2%
Tyson Foods Inc. PricewaterhouseCoopers LLC $3,337,779  $4,160,802  -19.8%
Acxiom Corp. KPMG LLP $2,622,500  $1,929,500  35.9%
Dillard’s Inc. PricewaterhouseCoopers LLC $1,574,135  $1,395,054  12.8%
J.B. Hunt Transport Services Inc. Ernst & Young LLP $1,085,715  $940,760  15.4%
Arkansas Best Corp. Ernst & Young LLP $746,118  $792,741  -5.9%
Home BancShares Inc. BKD LLP $661,414  $532,745  24.2%
First Federal Bancshares of Arkansas Inc. BKD LLP $614,674  $559,400  9.9%
Simmons First National Corp. BKD LLP $614,300  $595,379  3.2%
Deltic Timber Corp. KPMG LLP $598,932  $553,242  8.3%
Bank of the Ozarks Inc. Crowe Horwath LLP $368,170  $310,555  18.6%
USA Truck Inc. Grant Thornton LLP $339,148  $292,840  15.8%
America’s Car-Mart Inc. Grant Thornton LLP $268,269  $270,205  -0.7%
P.A.M. Transportation Services Inc. Grant Thornton LLP $195,000  $278,130  -29.9%
Advanced Environmental Recycling Technologies Inc. HoganTaylor LLP $133,250  $152,985  -12.9%
ThermoEnergy Corp. CCR LLP $131,643  $116,000  13.5%
  $37,932,155  $36,041,510  5.2%

Source: Securities & Exchange Commission. Data is for the two most recently completed fiscal years. Most ended Dec. 31, 2010, but fiscal years for Acxiom 
Corp., America’s Car-Mart Inc., Dillard’s Inc. and Wal-Mart Stores Inc. ended in 2011. 
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