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Paul S. Atkins was sworn into office as the
34th Chairman of the Securities and
Exchange Commission on April 21, 2025,
after being nominated by President Donald J.
Trump on January 20, 2025, and confirmed
by the U.S. Senate on April 9, 2025.

At the Keynote Address at the John L. Weinberg Center for Corporate
Governance’s 25th Anniversary Gala (Oct. 9, 2025), Paul S. Atkins said:

" There are approximately 4,700 exchange-listed companies today, compared to a
high point of approximately 7,800 in 19977. My goal is to reverse this trend - to
“Make IPOs Great Again” - and it involves three pillars.

First, we must simplify and scale the SEC’s disclosure requirements to reduce the
costs of preparing SEC filings and, at the same time, make them more
comprehensible.

Second, we must de-politicize shareholder meetings and return their focus to
voting on director elections and significant corporate matters.

Finally, we must reform the litigation landscape for securities lawsuits to

eliminate frivolous complaints, while maintaining an avenue for shareholders to
continue to bring meritorious claims."
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At the Keynote Remarks at The Economic Club of Washington (April 21, 2026)
Paul S. Atkins said:

"Looking ahead, I am eager for the Commission to propose rules that execute my
Make IPOs Great Again agenda. For proposals in the near term, I have instructed
the Commission staff to evaluate the following ideas:

(1) adopting a regulatory IPO “on-ramp” that supplements the concept that
Congress designed in the JOBS Act;

(2) expanding the existing accommodations that are currently available only for
emerging and smaller companies to more businesses;

(3) providing nearly all public companies with an easier path to “shelf
registration,” which allows them to access the public markets quickly and when
market conditions are ideal; and

(4) giving companies the optionality for a quarterly or semiannual regulatory
filing cadence."

The proposal to permit optional semiannual periodic reporting by U.S. public
companies does not repeal, suspend, or weaken the obligations imposed by the
Sarbanes-Oxley Act of 2002. What it changes is the cadence of certain Exchange
Act reporting obligations, not the underlying architecture of accountability,
internal control, executive certification, audit oversight, or anti-fraud liability
that SOX established after the collapse of confidence in U.S. capital markets in
the early 2000s.

This distinction is legally fundamental. SOX was designed as a systemic corporate
governance and market integrity framework intended to restore investor
confidence after the failures associated with Enron, WorldCom, Tyco, Adelphia,
and related scandals. The statute created a model in which senior management,
boards of directors, audit committees, external auditors, and control functions
became personally and institutionally responsible for the reliability of financial
disclosures and the effectiveness of internal controls over financial reporting.

Accordingly, even if the SEC permits companies to file periodic reports
semiannually rather than quarterly, the legal obligations arising under Sections
302, 404, 802, 806, 906, and related provisions of SOX remain substantially
intact. Chief executive officers and chief financial officers would still be required
to certify the accuracy of financial statements and the effectiveness of disclosure
controls and procedures. Internal control over financial reporting would still
require continuous evaluation, documentation, testing, remediation, and audit
oversight. External auditors would still remain subject to the inspection and
enforcement authority of the Public Company Accounting Oversight Board. Audit
committees would still carry fiduciary and oversight responsibilities under
securities law and stock exchange governance rules.

Even under a semiannual filing model, the legal exposure associated with delayed
disclosure, misleading statements, internal control failures, selective disclosure,
or inadequate governance would remain severe. Securities fraud liability under
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Rule 10b-5, Section 18 liability under the Exchange Act, whistleblower

protections, books-and-records obligations, and fiduciary duties under Delaware
corporate law would continue to apply with full force.

From a governance perspective, however, the proposal could alter how
companies operationalize SOX compliance. Quarterly reporting has historically
imposed a recurring discipline on internal control testing, sub certification
processes, disclosure committee activities, financial close procedures, and board
oversight cycles. Many issuers built their entire compliance infrastructure around
the ninety day reporting rhythm. Semiannual reporting may therefore create
pressure to redesign disclosure governance architectures, control testing
methodologies, escalation protocols, and management certification procedures.

Today we will start with the next step in the “Make IPOs Great Again” process:

SEC Proposes Amendments to Permit Optional Semiannual Reporting by Public
Companies

U.S. Securities and
Exchange Commission

The Securities and Exchange Commission today proposed rule and form
amendments that would give public companies the option of filing semiannual
reports in lieu of quarterly reports to meet their interim reporting obligations
under the federal securities laws.

Public companies, subject to Exchange Act Section 13(a) or 15(d), are currently
required to file quarterly reports on Form 10-Q. The proposed amendments, if
adopted, would allow these public companies to elect to file semiannual reports
on new Form 10-S instead of quarterly reports on Form 10-Q.

As a result, companies that elect to file semiannual reports would file one
semiannual report and one annual report for each fiscal year in lieu of three
quarterly reports and one annual report. The flexibility provided under proposed
amendments would enable public companies to choose the interim reporting
frequency that would best serve the company and its investors.

“Public companies have an obligation under the federal securities laws to provide
information that is material to investors. Yet, the rigidity of the SEC’s rules has
prevented companies and their investors from determining for themselves the
interim reporting frequency that best serves their business needs and investors.

Today’s proposed amendments, if ultimately adopted, would provide companies
with increased regulatory flexibility in this regard,” said SEC Chairman Paul S.
Atkins in a statement*.

Under the proposal, the filing deadline for semiannual reports on Form 10-S
would be 40 or 45 days, depending on the company’s filer status, after the end of
the first semiannual period of the fiscal year.
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The proposal also would amend Regulation S-X, which governs the financial
statement requirements for periodic reports, registration statements, and proxy
statements, to reflect the new semiannual reporting option and simplify the
existing financial statement requirements.

The proposing release will be published on SEC.gov and in the Federal Register.
The public comment period will remain open until 60 days after the date of
publication of the proposing release in the Federal Register.

*Statement on Proposing Release for Semiannual Reporting
Paul S. Atkins, Chairman

Today, the Commission proposed amendments to provide public companies with
the option of filing one semiannual report, on a new Form 10-S, in lieu of three
quarterly reports on Form 10-Q. This proposal is part of my Make IPOs Great
Again agenda that is aimed at incentivizing companies to go and stay public.

Public companies have an obligation under the federal securities laws to provide
information that is material to investors. Yet, the rigidity of the SEC’s rules has
prevented companies and their investors from determining for themselves the
interim reporting frequency that best serves their business needs and investors.

Today’s proposed amendments, if ultimately adopted, would provide companies
with increased regulatory flexibility in this regard.

In determining a company’s reporting cadence, a company might consider factors
such as the costs and management time of preparing quarterly reports versus
semiannual reports, expectations of its investors, potential effects on its cost of
capital, the stage of its business development, the nature of its business model,
other avenues of disclosure including earnings calls and current reports on Form
8-K, and prospects of increased research coverage, all without undermining
fundamental investor protections.

Ultimately, this flexibility might reduce some of the burdens of being a public
company and potentially influence a company’s decision to become or remain
public.

The proposal seeks public input on the optional semiannual reporting
framework, and I look forward to the public feedback.

Of course, the frequency of regulatory reporting is only part of the equation for
incentivizing companies to go and stay public.

Another significant part is ensuring that the disclosure—both financial and non-
financial—mandated in interim reports, whether filed quarterly or semiannually,
is guided by materiality as the north star.

At the SEC, the Commission staff is well underway in exploring potential

amendments to Regulation S-K, generally and including the parts implicated by
interim reports.
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With respect to the financial statements required in interim reports, I also
encourage the Financial Accounting Standards Board to evaluate potential
amendments to its accounting standards, with the same goal of eliciting
disclosure of material information and avoid compelling the disclosure of
immaterial information.

Today’s proposal is just the first step of the larger, comprehensive effort to review
and reshape the current SEC rules governing public companies with respect to
their ongoing reporting obligations and their ability to raise capital in the public
markets.

Over the next few months, I expect that the Commission will be considering a
series of proposals that, if adopted, will not only redefine what it means to be a
public company, but will make being public attractive again.

Thank you to the following members of the Commission staff for their work on
this proposal.

To learn more: https://www.sec.gov/newsroom/press-releases/2026-42-sec-
proposes-amendments-permit-optional-semiannual-reporting-public-companies
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PCAOB Shares Perspectives From 2025 Conversations With Audit Committee
Chairs

The PCAOB released a new staff Spotlight publication, “2025 Conversations With
Audit Committee Chairs.”

Each year, the PCAOB’s Division of Registration and Inspections invites audit
committee chairs at U.S. public companies to share their perspectives and
observations with respect to their oversight of auditors’ work. Additionally,
PCAOB staff shares information and resources that may be beneficial to audit
committee chairs in their oversight role.

In 2025, the PCAOB staff gathered insights from more than 250 audit committee
chairs. This publication presents high-level observations and takeaways from this
engagement.

“Audit committees play an important role in amplifying the PCAOB’s work to
improve audit quality,” said PCAOB Chairman Demetrios (Jim) Logothetis. “I
look forward to increasing our direct engagement with audit committees as the
PCAOB pursues new and innovative ways to execute our mission.”

DRIVERS OF EFFECTIVE RELATIONSHIPS BETWEEN AUDIT COMMITTEES
AND AUDIT FIRMS

We asked audit committee chairs about the state of the relationships between
audit committees and audit firms, as well as key drivers that make those
relationships more effective.

Takeaways

> Strong, open, and transparent communication with audit firms: Audit
committee chairs regularly emphasized the value of frequent touchpoints
— including pre-meeting calls, executive sessions, and ad hoc discussions —
to foster trust and avoid surprises during more formal meetings.

» Proactive engagement and responsiveness from audit partners: Several
chairs appreciated it when audit partners proactively reached out to them
between meetings to flag emerging issues or provide inspection updates.

> Continuity and industry expertise within the audit engagement team:
Audit committee chairs often praised firms for maintaining low turnover
on the engagement team, which allows the team to build professional
relationships with the audit committee and management team and to
develop a strong knowledge base of the company and their respective
industry, resulting in efficiency and higher quality audit.

» Continual improvement: While audit committee chairs interviewed
generally described the relationships with their firms positively,
participants also voiced an expectation of continual improvement,
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including the use of technology when conducting audits, clearer
communication of emerging issues, and more proactive billing updates
when services overrun established budgets and increases in fees occur.

METHODS FOR ASSESSING THE EXTERNAL AUDITOR

While not required by PCAOB rules and standards, a formal, annual assessment
of the external auditor by the audit committee can be a beneficial process. When
asked about methods used for such assessments, 81% of audit committee chairs
said they perform an assessment of their auditor at least annually.

Takeaways

» Discussions with management and audit committee: Regular discussions
with management and audit committee members were the most
commonly cited method of assessing auditor performance when it comes
to audit quality, independence, engagement team expertise, and other
areas. Many audit committee chairs interviewed noted these assessments
are informal and continuous, with feedback gathered and communicated
to firms throughout the year via meetings or calls.

» Surveys: Participants revealed that surveys are frequently used to gather
structured feedback from management, audit committee members, and
other stakeholders who interact with the engagement team.

» Self-assessments by the audit firm: A firm’s self-assessment, evaluating
the firm’s competency, and audit quality, were mentioned as being useful
inputs for audit committees.

» Review of external data: Several audit committee chairs said that audit
committees often incorporate external indicators, such as PCAOB
inspection reports and peer review results, to benchmark auditor
performance.

TOP TECHNOLOGY RISKS DISCUSSED WITH AUDITORS

Technological advances are affecting the financial reporting processes of public
companies. Auditors are also expanding their use of technology-based tools,
including data analytics, to plan and perform audits. We asked audit committee
chairs about the technology risks or matters audit committees discussed with
their auditor.

Takeaways

» Cybersecurity: Consistent with past years, participants continued to cite
the many cybersecurity challenges faced by companies, such as data
breaches, ransomware attacks, and phishing incidents. For many audit
committees, cybersecurity concerns are the subject of quarterly updates or
are the focus of dedicated cybersecurity committees.
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» Al: While audit committee chairs acknowledged the potential of Al to
improve efficiency and audit quality, they are increasingly seeking insights
from their auditors on the potential impacts of AI on the company’s
financial reporting and controls in place to gauge risk. Several audit
committee chairs also raised questions about how Al implementation by
audit firms would impact fees.

> Audit firms’ use of technology tools to enhance audit quality and
efficiency: Participants noted that discussions with audit firms included
the auditor’s use of data analytics, proprietary audit platforms, and Al
tools, specifically how firms are using the technologies to support audit
work (e.g., testing and reviewing journal entries, research, etc.) and how
they ensure the appropriate design and consistent operation of the
associated controls

To learn more: https://assets.pcaobus.org/pcaob-dev/docs/default-
source/documents/2025-conversations-with-audit-committee-chairs-

spotlight.pdf

SPOTLIGHT

2025 Conversations With
Audit Committee Chairs

Sarbanes Oxley Compliance Professionals Association (SOXCPA)


https://assets.pcaobus.org/pcaob-dev/docs/default-source/documents/2025-conversations-with-audit-committee-chairs-spotlight.pdf
https://assets.pcaobus.org/pcaob-dev/docs/default-source/documents/2025-conversations-with-audit-committee-chairs-spotlight.pdf
https://assets.pcaobus.org/pcaob-dev/docs/default-source/documents/2025-conversations-with-audit-committee-chairs-spotlight.pdf

Page |9

2025 Annual Report
i PCAOB

2025 HIGHLIGHTS

Inspections
www.pcaobus.org/inspections

» During 2025, PCAOB staff inspected over 200 registered public

accounting firms, reviewing over 880 audit engagements of public
companies and SEC-registered brokers and dealers. Seventy of these firms
(responsible for over 200 audits) were located outside of the United States.

Leveraging inspection observations to drive improved audit quality,
PCAOB staff posted several publications related to common audit
deficiencies, good practices, important reminders for auditors, and other
insights.

To support smaller registered public accounting firms, the PCAOB
aggregated its Audit Focus publication series and other helpful resources
on a new Information for Smaller Firms resources page.

Registration
www.pcaobus.org/registration

> At the end of 2025, there were 1,444 audit firms registered with the

PCAOB, including 646 domestic firms and 798 non-U.S. firms located in
80 jurisdictions. The 2025 total of registered public accounting firms was
down 6% from the total as of December 31, 2024, when there were 1,544
firms registered with the PCAOB.

Audit firms that withdrew from registration in 2025 cited reasons
including performing no work requiring registration with the PCAOB (58%
of withdrawing firms), a business combination or the dissolution of the
firm (12%), and increased regulations (7%).

Two firms reported an ongoing investigation or other action by the SEC or
PCAOB, and one firm cited sanctions against Russia. Twenty percent of
firms that withdrew provided no reason for their withdrawal.

Standards
www.pcaobus.org/standards

» To support the implementation of new PCAOB standards, PCAOB staff

provided guidance, publications, videos, workshops, and other resources
to help registered public accounting firms of all sizes update their
methodologies and train their staff on necessary changes. The Board
issued a policy statement to assist auditors in implementing paragraph
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.10A of AS 1105, Audit Evidence. (See Results of PCAOB Standard-Setting
Responsibilities on page 8 below.)

» After considering stakeholder input regarding QC 1000, A Firm’s System
of Quality Control — the PCAOB’s new quality control standard — the
PCAOB postponed the effective date by one year (to December 15, 2026) to
provide registered public accounting firms with additional time to address
implementation challenges. During 2025, staff also conducted extensive
outreach with registered public accounting firms to better understand
their implementation progress and challenges and to respond to questions
regarding the requirements of the new standard.

Enforcement
www.pcaobus.org/enforcement

» The PCAOB issued 37 public disciplinary orders in 2025 to hold registered
public accounting firms and associated persons accountable for
misconduct involving audit failures, quality control violations, and other
issues.

» The PCAOB continued to conduct investigations, both in the United States
and abroad, of potential violations of PCAOB rules and standards.

International
www.pcaobus.org/international

» Building on its longstanding commitment to cross-border cooperation as a
means to protect investors in U.S. capital markets, the PCAOB entered
into cooperative arrangements with audit regulators in Cyprus, Lithuania,
Romania, and the Slovak Republic. The PCAOB also amended existing
agreements with audit regulators in Denmark and Spain.

» The PCAOB advanced its collaboration and engagement with audit
regulators from around the world, notably through its participation in the
International Forum of Independent Audit Regulators and by hosting the
International Institute on Audit Regulation in Washington, DC. Audit
regulators from 33 non-U.S. jurisdictions attended the 2025 Institute.

Other Activities in Support of the PCAOB’s Mission
www.pcaobus.org/about

» The PCAOB strengthened its stakeholder engagement, notably with the
launch of the Smaller Firms Resource Group. Comprised of professionals
from smaller registered public accounting firms, the group was established
to provide the PCAOB staff with feedback specific to smaller firms.

» PCAOB Board Members hosted and PCAOB staff participated in a series of
five forums across the country to interact directly with smaller registered
public accounting firms by sharing guidance and perspectives on key audit
topics.
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» The PCAOB launched a new publication series — Data Points — presenting
concise, data-driven insights relevant to audits. Each edition of Data
Points offers neutral, factual information drawn from PCAOB datasets and
other available sources.

» To foster rigorous economic research in topics that are relevant to the
PCAOB’s mission, the PCAOB hosted two academic conferences: the
PCAOB/Management Science Registered Reports Conference and the
Conference on Auditing and Capital Markets. Each event drew over 100
researchers to Washington.

» The PCAOB announced that 685 students, nominated by their U.S.
colleges and universities, were selected to each receive a $15,000 merit-
based scholarship for the 2025-2026 academic year. The Sarbanes-Oxley
Act provides that funds from the collection of civil monetary penalties
imposed by the PCAOB must be used to fund a merit scholarship program
for students in accredited accounting degree programs. In 2025, the
PCAOB enhanced its engagement with PCAOB Scholars, notably via a
dedicated LinkedIn group for Scholars that during the year grew to over
1,000 members and held its first online Q&A event with a PCAOB Board
Member.

PCAOB-Registered Public Accounting Firms

e

Non-U.S.

USs. firms 2 Total
firms

Firms issuing audit reports for issuers' (by number of audit ’
reports issued)
1S 87 ‘ 159 246
610 29 | 20 9
Nn-25 43 ‘ 23 66
26-50 13| 8 21

51100 ol 6| o

More than 100 12 | 0 12

Firms issuing audit reports for broker-dealers only? |

Substantial-role-only firms’ .

Firms not performing issuer, broker-dealer, or substantial-role
audits

Total
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Steven D, Laughton Mark A, Calabria

Board Member Soard Membet

Dematrios (Jim) Logothatis

Chairmman

To learn more: https://assets.pcaobus.org/pcaob-dev/docs/default-
source/about/administration/documents/annual reports/2025-annual-
report.pdf?sfvrsn=7d124c5a 2
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Cyber risk stress testing for banks
Patrizia Baudino, April 2026

Financial Stability Institute €2 B| S

Cyber risk stress testing by authorities for the banking sector
Highlights

« In the context of growing frequency and sophistication, and increasing potential
impacts of cyber incidents, some authorities have disclosed that they are
conducting cyber stress tests to enhance firm and sector resilience to operational
disruptions, such as those caused by cyber attacks.

« These tests benefit both authorities and firms by identifying vulnerabilities and
strengthening response and recovery mechanisms as well as, in some
circumstances, identifying the financial stability impacts of such disruptions.

« Based on recent exercises, two distinct approaches emerge, namely firm- or
system-focused cyber stress tests. It is important for the authority in charge to
select the approach that best reflects the institutional setup and the objectives of
the stress test, ensuring consistency across all parts of the exercise.

« Continued enhancements and disclosure of the methodological aspects in cyber
stress tests can help raise awareness and establish best practices.

Motivation for conducting cyber stress tests Table 1
Authority Motivation

Bank of Operational resilience stress testing is a key part of the Financial Policy Committee’s {FPC’s) medium-term

England priorities. The operational incidents of most relevance to the FPC are those with the greatest potential to

have system-wide impacts. For example, incidents that stem from risks that can be correlated across the
financial system, like cyber attacks.

DFSA The digital dependency, the threat level and the potential consequences of extensive, long-term
information and communications technology disruptions mean that there is a need to strengthen
operational resilience, It is necessary to ensure that firms are able to manage disruption so that the
consequences are manageable for citizens and there is less risk of society coming to a halt as a result of
an attack

ECB The ECB conducts supervisory stress tests on an annual basis in line with Article 100 of the Capital
Requirements Directive. Detecting and addressing deficiencies in supervised banks’ operational resilience
frameworks, including those stemming from cyber risks, is one of the ECB’s Single Supervisory Mechanism
priorities for 2024-26

Sources: Bank of England (2023b, 2025), ECB (2024) and DFSA (2024)

1. Introduction
In response to the increasing frequency, sophistication and potential impact of

cyber incidents, authorities have adopted a range of tools aimed at testing firms’
preparedness for managing cyber risk.
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Ideally, a comprehensive testing programme for cyber risk should be composed
of vulnerability assessments, scenario-based testing, penetration tests and red
team tests (see Committee for Payment Systems and Infrastructure (CPMI) and
International Organization of Securities Commissions (I0SCO), CPMI-IOSCO
(2016)).

Among these, scenario-based and penetration/red team testing offer a
complementary approach to identifying weaknesses. Penetration/red team tests
simulate cyber attacks on live systems to identify exploitable vulnerabilities.

Conversely, scenario-based stress testing, or more broadly, a stress test, assumes
that firms’ preventative measures have failed, and focuses on firms’ cyber
incident response and their recovery, ie their operational resilience.

While cyber stress tests cannot fully replicate the impact of a real-life cyber
incident, they provide authorities and firms with valuable insights into the
effectiveness of their response processes.

In particular, the static nature of such exercises allows firms to work through
their planning and preparation, and assess its effectiveness. This, together with
the extended timespan over which a stress test is conducted, gives firms and
authorities room to identify critical arrangements in their response strategies,
assess possible weaknesses in their design and reflect on their suitability.

The relative novelty of cyber stress tests means that experience of conducting
them is somewhat limited at the present time. Moreover, disclosure is currently
very restricted, both in terms of the number of publishing authorities and the
extent of the information that is released.

This cautious approach reflects the need to preserve confidentiality around the
scope and findings of the exercises, to avoid exposing participating firms to
malicious attacks.

To learn more: https://www.bis.org/fsi/fsibriefs3o.pdf
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Financial Stability Report

This report presents the Federal Reserve Board’s current assessment of the
stability of the U.S. financial system.

By publishing this report, the Board intends to promote public understanding by
increasing transparency around, and creating accountability for, the Federal
Reserve’s views on this topic. Financial stability supports the objectives assigned
to the Federal Reserve, including full employment and stable prices, a safe and
sound banking system, and an efficient payments system.

A financial system is considered stable when banks, other lenders, and financial
markets are able to provide households, communities, and businesses with the
financing they need to invest, grow, and participate in a well-functioning
economy—and can do so even when hit by adverse events, or “shocks.”

Consistent with this view of financial stability, the Federal Reserve Board’s
monitoring framework distinguishes between shocks to, and vulnerabilities of,
the financial system. Shocks are inherently difficult to predict, while
vulnerabilities, which are the aspects of the financial system that would
exacerbate stress, can be monitored as they build up or recede over time.

As a result, the framework focuses primarily on assessing vulnerabilities, with an
emphasis on four broad categories and how those categories might interact to
amplify stress in the financial system.

1. Valuation pressures arise when asset prices are high relative to economic
fundamentals or historical norms. These developments are often driven by an
increased willingness of investors to take on risk. As such, elevated valuation
pressures may increase the possibility of outsized drops in asset prices (see
Section 1, Asset Valuations).

2. Excessive borrowing by businesses and households exposes the borrowers to
distress if their incomes decline or the assets they own fall in value. In these
cases, businesses and households with high debt burdens may need to cut back
spending, affecting economic activity and causing losses for investors (see Section
2, Borrowing by Businesses and Households).

3. Excessive leverage within the financial sector increases the risk that financial
institutions will not have the ability to absorb losses without disruptions to their
normal business operations when hit by adverse shocks. In those situations,
institutions will be forced to cut back lending, sell their assets, or even shut down.
Such responses can impair credit access for households and businesses, further
weakening economic activity (see Section 3, Leverage in the Financial Sector).
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4. Funding risks expose the financial system to the possibility that investors will
rapidly withdraw their funds from a particular institution or sector, creating
strains across markets or institutions. Many financial institutions raise funds
from the public with a commitment to return their investors’ money on short
notice, but those institutions then invest much of those funds in assets that are
hard to sell quickly or have a long maturity.

This liquidity and maturity transformation can create an incentive for investors
to withdraw funds quickly in adverse situations. Facing such withdrawals,
financial institutions may need to sell assets quickly at “fire sale” prices, thereby
incurring losses and potentially becoming insolvent, as well as causing additional
price declines that can create stress across markets and at other institutions (see
Section 4, Funding Risks).

Figure A. Spring 2026: Most cited potential shocks over the next 12 to 18 months
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Source: Federal Reserve Bank of New York survey of 20 market contacts from March through April,

Figure B. Fall 2025: Most cited potential shocks over the next 12 to 18 months
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Source: Federal Reserve Bank of New York survey of 23 market contacts from September through October,

To learn more: https://www.federalreserve.gov/publications/files/financial-
stability-report-20260508.pdf

Sarbanes Oxley Compliance Professionals Association (SOXCPA)


https://www.federalreserve.gov/publications/files/financial-stability-report-20260508.pdf
https://www.federalreserve.gov/publications/files/financial-stability-report-20260508.pdf

Page |17

May 2026

BOARD OF GOVERNORS OF THE FEDERAL RE

Sarbanes Oxley Compliance Professionals Association (SOXCPA)



Page |18

Artificial Intelligence: Uses and Risks for Small Business Contracting and
Innovation Research

Artificial intelligence (AI) has significantly advanced in recent years, with new
types, capabilities, and risks emerging at a rapid pace. Federal agencies’ use of Al
has increased accordingly, more than doubling from 2023 through 2024,
according to the U.S. Chief Information Officers Council.

Figure 1: Federal Agency Al Use Case Reporting Requirements and SBA Actions
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In July 2025, we reported that selected agencies increased their use of generative
Al—which can create novel text, images, audio, or video—by about nine-fold over
the same period. Most agencies, including the Small Business Administration
(SBA), are required to publicly report Al “use cases”—specific scenarios in which
Al is designed, developed, procured, or used.

All federal agencies with procurement powers, except for SBA, are required to
have an Office of Small and Disadvantaged Business Utilization (OSDBU) to
advocate for small businesses in contracting.

In addition, 11 federal agencies participate in the Small Business Innovation
Research (SBIR) program, and six of those agencies also participate in the Small
Business Technology Transfer (STTR) program, both of which provide assistance
to small businesses for research and development and help to bring innovative
technologies to market.

SBA coordinates and collaborates with agency OSDBUs and oversees SBIR/STTR

programs. Industry, academia, and government have shown interest in applying
Al to agency activities in these areas, in part due to recent Al advancements.
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We were asked to review issues related to federal agencies’ use of Al in OSDBU
and SBIR/STTR activities. This report discusses potential Al use by SBA, agency
OSDBUs, and SBIR/STTR programs, and examines SBA’s public reporting of its
Al use and development.

To learn more:
https://www.gao.gov/assets/gao-26-107828.pdf
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One Transitory Shock After Another

Governor Christopher J. Waller, Board of Governors of the Federal Reserve System, at
the David Kaserman Memorial Lecture, Department of Economics, Auburn University,
Auburn, Alabama

Thank you, Joe, and thank you for the opportunity to speak to you today. My
subject, as it often is, is the outlook for the U.S. economy and the implications for
monetary policy. My last outlook speech was at the end of February, which, I
have to say, now feels like it was a year ago.

Before I get to everything that has happened since, let me remind you of how
things looked back then. The economic data indicated that, in the absence of the
temporary effects of tariffs, inflation was running a bit above the Federal Open
Market Committee's (FOMC) 2 percent goal.

The larger question was whether the labor market was substantially weakening,
with the unemployment rate fairly steady but little job creation and other signs of
a softening labor demand relative to supply. At that point, I was looking for a
clearer picture of whether the risks to the FOMC's maximum employment goal
called for a cut in our policy rate or if we should hold that rate steady to support
continued progress toward 2 percent inflation.

After that speech and before the FOMC's March meeting, two critical things
occurred. The first was the start of the conflict with Iran, which quickly disrupted
energy production and transportation in the Middle East and sent global energy
prices soaring. While central bankers rightly tend to discount the effects of
temporary oil supply shocks, it was apparent that a prolonged disruption in that
region could have a lasting effect on inflation and U.S. economic growth, and that
was a consideration going into the FOMC's March 17 and 18 meeting.

The second development is what we have come to more fully recognize about the
supply side of the labor market. Over the course of last year, we got the details of
how net immigration, which was 2.3 million in 2024, fell to a minimal level in
2025 and is continuing at a very low level in 2026. This pattern has lowered
population growth and, hence, the growth of the labor force.

This change in immigration, combined with the continued aging of the
population, means that very little or no net job creation is necessary to absorb
new workers into employment. This development is unprecedented in recent
history, and I believe it is a significant factor in understanding the economic
outlook and what that means for monetary policy.

Before I say more about these two important considerations for the outlook, I will
start with how the economy looked ahead of the outbreak of the conflict in the
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Middle East and then discuss how I think things will evolve if the cease-fire in
place today holds and if there is progress toward reopening the Strait of Hormuz.
But since that outcome is not assured, I will also discuss another scenario, where
supply disruptions continue for an extended time.

Beyond the length of these disruptions, with this economic shock coming on the
heels of the boost to prices from import tariffs, I believe there is the possibility
that this series of price shocks may lead to a more lasting increase in inflation, as
we saw with the series of shocks during the pandemic.

So far, there is limited data for March, which is when the conflict began, but what
we do have indicates that real gross domestic product (GDP) was growing
modestly in the first quarter of 2026, in the absence of a temporary boost from
the rebound in activity after the end of the government shutdown in late 2025.

A continued surge of business investment in the first two months of the year
seems to have mostly offset the apparent softness in consumer spending to keep
the economy growing. Data center construction and related spending on high-
tech equipment are very strong, and these both have spillovers to investment in
other capital goods.

Meanwhile, surveys of purchasing managers for both manufacturing and
nonmanufacturing businesses indicate that their companies expanded sales in
March. And the consensus of respondents to the Blue Chip survey implies that
real GDP grew at a 2.4 percent annual rate in the first quarter.

To learn more:
https://www.federalreserve.gov/newsevents/speech/waller20260417a.htm
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The cosmos

John C Williams, President and Chief Executive Officer of the Federal Reserve Bank of
New York, at the Federal Home Loan Bank of New York 2026 Member Symposium, New
York City

Introduction

Good morning. It’s great to be here today. I last spoke at this event two years ago,
just a few days after a total solar eclipse. Today, I'm here less than a week after
the conclusion of the Artemis II moon voyage. Perhaps it has something to do
with the cosmos.

Now, many of you may find this surprising, but there are some similarities
between the Federal Open Market Committee (FOMC) and the Artemis crew.
Both are mission focused. Both have scheduled blackout periods—although ours
are not nearly as nerve-racking. And just as astronauts travel through competing
gravitational forces to circle the dark side of the moon, the FOMC navigates
through uncertainty as it balances the risks to achieving its dual mandate goals of
maximum employment and price stability.

Today I'm going to talk about those goals, the uncertainty, and the current stance
of monetary policy. I'll also give my economic outlook.

Before I do, I must give the standard Fed disclaimer that the views I express
today are mine alone and do not necessarily reflect those of the FOMC or others
in the Federal Reserve System.

Heightened Uncertainty and Unusual Dynamics

Right now, the No. 1 topic related to the economy is the Middle East conflict,
which has introduced substantial risks and heightened uncertainty.

This is an area I'm watching closely, and I'll discuss its implications in a bit. But
first, I want to set the stage by talking about where the regional and national
economies have been and where they are today.

Over the past year, the economies of the New York metro area and the U.S. have
been resilient to uncertainty from a number of sources, including trade and other
government policies. Consumer spending has been solid, and business
investment strong.

Meanwhile, the regional housing market has stood in contrast to a sluggish
national one. Demand across the New York-New Jersey region has remained
robust amid exceptionally low home inventories. And home price appreciation in
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recent years has been quite strong, with prices rising substantially faster
compared to the nation as a whole.

Rents have also risen faster in the New York-Northern New Jersey region than
they have nationally. One factor undoubtedly supporting this housing demand is
the return of workers to the office.

This dynamic can be seen in transit ridership, which has rebounded to about 80
percent of pre-pandemic levels for the subway and 9o percent for key commuter
rails. Those are big increases from just a few years ago.

Against this backdrop, the Middle East conflict has intensified the uncertainty
around our local, regional, and national economies. At the same time, economic
data are showing some unusual dynamics in the form of mixed signals coming
from the labor market and crosscurrents in inflation.

Like astronauts, economists love to collect and study data. So, I'm going to spend
some time digging a little deeper into the economic data, starting with the
employment side of the Fed’s dual mandate.

Mixed Signals

Lately, the labor market has been displaying conflicting signs. In recent months,
much of the hard data point to a stabilization in the balance between supply and
demand, while some of the soft data suggest a labor market that continues to
gradually soften.

Let’s take the hard data first. At 4.3 percent, the unemployment rate has changed
little since July of last year. Similarly, other measures—including payroll growth,
unemployment insurance claims, and the New York Fed’s Labor Market
Tightness Index, which measures how difficult it is for businesses to find
workers—are not pointing to a change in direction in overall labor market
conditions.

What all of this means is that it’s a reasonably good labor market if you have
steady employment. But in a low-hire, low-fire labor market, it’s not so good if
you are looking for a job or worried you may need one soon.

The low hiring rate, along with an increase in long-term unemployment, may be
contributing to a somewhat more pessimistic perception among households than
other indicators of the labor market suggest.

We can see this pattern in perceptions of jobs availability published by the
Conference Board and job-finding expectations reported in the New York Fed’s
Survey of Consumer Expectations, both of which have continued to trend
downward.2 In particular, the New York Fed’s survey measure may foreshadow a
further decline in job-finding rates in coming months. These and other labor
market indicators bear continued monitoring,.
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Crosscurrents

While labor market data are sending mixed signals, the price stability side of the
Fed’s mandate is displaying some unusual crosscurrents, too.

The FOMC defines prices stability as 2 percent inflation. As of February, before
the start of the Middle East conflict, overall inflation—as measured by the
Personal Consumption Expenditures price index—was 2.8 percent. Higher tariffs
have contributed between one half and three quarters of a percentage point to
that figure.

Over the next few quarters, the effects of tariffs on the inflation rate should begin
to wane, creating some downward momentum in core inflation. At the same time,
developments in the Middle East are driving significant increases in energy
prices, which are already lifting overall inflation.

Assuming energy supply disruptions ease reasonably soon, energy prices should
come down, and these effects should partially reverse later this year.

However, the conflict could also result in a large supply shock with pronounced
effects that simultaneously raises inflation—through a surge in intermediate costs
and commodity prices—and dampens economic activity.

This has begun to play out already. While the data have not pointed to significant
broad-based supply-chain bottlenecks yet, we are seeing increasing disruptions
related to the supply of energy and related goods.

Not only are elevated energy prices showing up in the rising cost of fuel, but there
are also pass-through costs in the form of higher airfares, groceries, fertilizer, and
other consumer products.

Despite these uncertainties, there are some positive trends. There are still no
signs of significant second-round effects from tariffs spilling over to the rest of
the economy.

Underlying inflation excluding imported goods has been moving in the right
direction. And, according to the New York Fed’s Labor Market Tightness Index
and confirmed by the data on wage growth, there are no indications that the labor
market is adding to inflation pressures.

In addition, survey- and market-based measures of inflation expectations —
including those from the New York Fed’s Survey of Consumer Expectations—
remain well anchored.

The most recent readings show that while short-term inflation expectations have
risen since the onset of the conflict—reflecting higher energy prices—medium and
longer-term expectations remain at levels consistent with the FOMC’s 2 percent
longer-run inflation goal. I pay close attention to inflation expectations, because
well-anchored expectations have proven to be invaluable to ensuring price
stability during unexpected shocks and extreme uncertainty.
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Monetary Policy and the Economic Outlook

This is an unusual set of circumstances, but the current stance of monetary policy
is well positioned to balance the risks to our maximum employment and price
stability goals. Accordingly, at its meeting in March, the FOMC decided to
maintain the target range for the federal funds rate at 3-1/2 to 3-3/4 percent.

The economic outlook remains highly uncertain, particularly due to the effects of
the Middle East conflict. But given what we know now, I expect real GDP growth
to be between 2 and 2-1/2 percent this year.

My forecast reflects a balance between factors supporting growth—such as
tailwinds from fiscal policy, favorable financial conditions, and investment in
Al—and those damping spending, including higher energy prices and
uncertainty.

With growth running close to trend, I anticipate the unemployment rate will
remain in its recent range of 4-1/4 to 4-1/2 percent. And I expect overall inflation
to come in between 2-3/4 and 3 percent this year—reflecting the effects of energy
price increases—and then reach our 2 percent longer-run target in 2027 as the
effects of tariffs and energy prices fade.

The Balance Sheet

Before I wrap up, I'd like to say a few words about the Fed’s balance sheet. The
FOMC operates in an ample reserves framework, where interest rate control is
exercised primarily through administered rates, and the active management of
reserves is not required.

The system has proven to work very well and to be flexible as the environment
changes. We are well positioned to manage shifts in demand for reserves and
other Federal Reserve liabilities that result from changes in the banking system—
whether that’s due to regulations, financial sector innovations, or seasonal
fluctuations, such as those driven by tax payments. This helps ensure the safety
and soundness of the financial system.

Determining when reserves are ample is an inexact science—and of course, relies
on data. I will continue to closely monitor a variety of market indicators related to
the fed funds market, repo market, and payments to help assess the state of
reserve demand conditions.

Conclusion

The inflation crosscurrents, mixed messages from the labor market, and
heightened uncertainty from the Middle East conflict create gravitational forces
that define the economic environment we face today.

One thing that is certain is my unwavering commitment to supporting maximum

employment and bringing inflation to our 2 percent longer-run goal on a
sustained basis.
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As with the Artemis mission, it’s the safe return home that’s essential. In
assessing the future path of monetary policy, my views, as always, will be based
on the evolution of the totality of the data, the economic outlook, and the balance

of risks to the achievement of our maximum employment and price stability
goals.

To learn more:
https://www.newyorkfed.org/newsevents/speeches/2026 /wil260416
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Remarks at the 2026 Chicago Forum on Auditing in the Small Business
Environment and on Auditing Broker-Dealers

Mark A. Calabria, Board Member, Forum on Auditing in the Small Business
Environment and on Auditing Broker-Dealers, Chicago, Illinois

Good morning and welcome. It’s a pleasure to be with you today at the PCAOB
Forum for Auditors of Small Businesses and Auditors of Broker-Dealers.

Before I begin, while I am here today in my official capacity as a Board Member
of the PCAOB, the views I express today are my own and do not necessarily
reflect the views of the PCAOB, other PCAOB Board Members, or PCAOB staff. I
also want to thank the PCAOB staff for their hard work organizing and
participating at today’s event. We have staff represented here from all our major
programs including inspections, enforcement, and standard setting.

As I am still relatively new to the Board, I thought I'd introduce myself as well, or
at least my approach to conducting the Board’s work.

First and foremost, I strongly believe that the Board should conduct itself in a
principled and consistent manner. Our actions should be so predictable to be
almost boring.

Of course, to act principled, you must have principles to begin with.

My foremost guiding principle is humility. The Board exercises supervisory
powers delegated to it from Congress. We possess the ability to bar individuals
and firms from the audit industry. We should use those powers when warranted,
but we should always approach the exercise of those authorities with caution and
humility.

We must also be humble in terms of our knowledge and understanding. There is
certainly a lot I don’t know, and even a few things I think I know, that are
probably wrong. We should endeavor, as an organization, to constantly seek
input from external stakeholders. I want to encourage all interested parties to
engage with me and other members of the Board. We should also regularly
subject our own views to scrutiny.

One thing, I am certain of, however, is that our authorities come to us from
Congress. Regardless of whatever my personal policy preferences may be, I will
be guided, first and foremost, by the authorities and directives placed upon us by
Congress. Quite simply, what does the plain language of the statute say? That’s
my compass.
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I bring the lens of an economist to the Board. I look forward to my continuous
education in auditing issues, but I hope to regularly remind the Board that our
decisions have broad economic implications. Of course, being trained as an
economist, I will regularly observe that all our policy choices will have both
benefits and costs.

Those guiding principles will be crucial to my engagement in the important work
of the PCAOB. I believe the PCAOB and auditors play critical roles in the financial
ecosystem. I also agree with our new Chair Jim Logothetis that the PCAOB must
get back to the basics — back to the fundamentals of audit quality, investor
protection, and disciplined, responsible oversight.

Today, I'm here in Chicago, to announce that one of the Board’s near-term
projects is to make the PCAOB’s broker-dealer audit inspection program
permanent. I'm especially looking forward to today, because I hope this will be
the start of an open dialogue about the future of broker-dealer audit oversight.

Context Matters

In 2010, Congress expanded the PCAOB’s authority to include audits of broker-
dealers. The Dodd-Frank Act amended Sarbanes-Oxley to give the PCAOB the
authority to establish a program of registration and inspection for auditors of
broker-dealers. Under this authority, the PCAOB oversees the audits of broker-
dealers, not broker-dealers themselves.

In 2011, in response to Dodd-Frank, the PCAOB adopted an interim broker-
dealer audit inspection program under Rule 4020T.

Two years later, in 2013 the SEC adopted amendments to Rule 17a-5 under the
Securities Exchange Act of 1934 to strengthen and clarify broker-dealer annual
financial reporting requirements and also to facilitate the ability of the PCAOB to
implement the oversight of auditors of broker-dealers.

In response, the PCAOB adopted two attestation standards—AT 1 and AT 2—
governing attestation engagements related to broker-dealer compliance and
exemption reports required by the SEC.

For broker-dealers who are required to file compliance reports pursuant to SEC
Rule 17a-5, auditors perform examinations. In performing those examinations,
the PCAOB’s attestation standard AT 1 requires auditors to obtain reasonable
assurance about whether the statements made by a broker-dealer in its
compliance report are fairly stated, in all material respects.

For broker-dealers who are required to file exemption reports pursuant to SEC
Rule 17a-5, auditors perform reviews. Unlike an examination engagement, a
review does not result in an opinion being formed as a review is substantially less
in scope than an examination.

We've been operating under the interim broker-dealer audit inspection program
for over a decade. And while I believe that the interim program served an
important purpose—it gave us insight and it gave us perspective from auditors,
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from firms, from regulators like the SEC and FINRA, and from the markets
themselves.

Now, after 15 years, it is time to move forward.

It is time to take what we learned and thoughtfully build a permanent, fit-for-
purpose broker-dealer audit inspection program — one that is firmly grounded in
our mission: protecting investors.

Investor Risk Matters

Broker-dealers play a vital role in our financial system. They are essential to
market functioning and capital formation. When it comes to investor assets—
when broker-dealer firms are holding investor cash and securities—the stakes for
investors are high. Audit failures in that space are not just technical issues; they
can have costly consequences for retail investors.

And Congress made our mandate clear: to protect investors and the public
interest by improving audit quality.

Given that mandate, I find myself asking, “What types of broker-dealers pose the
biggest risk to investor assets?”

And “Where should we, the Board, focus our oversight of auditors to better
protect customers of broker-dealers?”

Design Matters

Both the SEC and FINRA play crucial roles in the landscape of regulation in
which broker-dealers and their auditors operate. Their regulatory and inspection
efforts directly over broker-dealers play a critical role in protecting broker-dealer
customers against the breadth of threats, from frauds to churning. We have to
acknowledge their presence in this space.

If we think of a “swiss cheese” model of risk, where do we, the PCAOB, need to
concentrate our efforts to make sure that the “holes” do not align? We need to
evaluate which risks Congress intended for us to focus on in order to clarify the
PCAOB’s role within the broader regulatory landscape.

I believe the role of auditors is important. Auditors perform audit and
examination engagements to provide reasonable assurance related to broker-
dealers’ financial statements and, if applicable, compliance reports.

Auditors also perform review engagements to provide limited assurance, when
applicable, related to broker-dealers’ exemption reports.

Then in turn, we at the PCAOB endeavor to do our job to make sure that the

auditors under our purview are following our standards as they execute audit,
examination, and review engagements.
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This differing level of assurance raises questions in my mind, should the PCAOB’s

oversight in the broker-dealer space be the same for brokers-dealers who file
compliance reports as those that file exemption reports?

In the broker-dealer space, the question is not whether oversight is important—it
surely is. Rather, my questions are: How does the PCAOB balance addressing
investor risk against our fundamental goal to achieve an inspection program that
is cost-effective in practice? How do we protect investors without unnecessarily
burdening the smaller audit and broker-dealer firms? Are there categories of
broker-dealers, where the current level of oversight may not be necessary?

One area where this balance is especially important is when thinking about
custody.

Customer-asset risk is highly concentrated among a relatively small subset of
broker-dealers. Those firms are comparatively few in number, but they account
for the vast majority of required net capital and a very large share of total assets.

Thus, is there a meaningful risk difference between broker-dealers that hold or
handle customer assets and those that do not? That question should be
thoughtfully considered.

As we move forward, I believe we should carefully evaluate whether PCAOB
registration and inspection efforts are appropriately focused on auditors of
broker-dealers that provide custody of customer assets, where the risk to
investors is most direct and significant.

At the same time, we should thoughtfully consider whether a different approach
for inspections may be appropriate for broker-dealers that do not receive, handle,
or hold customer funds or securities.

Congress anticipated exactly this kind of tailoring.

Through the Dodd-Frank amendments, the PCAOB was given the authority to
differentiate among broker-dealer business models, when designing its oversight
program. The law even contemplates potentially differing treatment for firms
auditing broker-dealers that do not handle or hold customer securities or cash or
are not members of the SIPC.

As we work toward making our broker-dealer audit inspection program
permanent, I am looking forward to further discussions on the best ways for the
PCAOB to use that flexibility wisely. Because that flexibility is not a loophole—it’s
a tool. And we should use it wisely.

Reporting Matters

As you know, under our current rules we issue one report annually that
summarizes our broker-dealer audit inspection results.
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The Board is focused on transparency. As a Board, we are focused on how we can

generate more meaningful information for our stakeholders that read our
inspection reports.

As the Board thinks through how to best make the PCAOB’s broker-dealer audit
inspection program permanent, one of my areas of interest is whether our
current reporting on the broker-dealer audit inspection results remains fit-for-
purpose or if there are improvements to be made. I am interested in how
consumers of our reports use them and what information is needed and useful.

Stewardship Matters

As an economist, I know there are no free lunches. Congress gave the PCAOB
authority to inspect, investigate, and set standards for the auditors of SEC-
registered brokers-dealers.

Since that authority was granted, the PCAOB has executed on that mandate. But
it comes at a cost—for example, the broker-dealers’ share of the PCAOB’s
Accounting Support Fee in 2025 was $29 million. That Accounting Support Fee
share is paid by broker-dealers, which may then be passed on to their customers
in whole or in part.

We have a responsibility to steward those monies carefully and “invest” them to
where they bear the most bang for the buck. I am interested in understanding
further how the PCAOB evaluates whether those efforts are worth the cost.

Said another way, does the potential investor protection afforded by our efforts
outweigh the costs?

To learn more: https://pcaobus.org/news-events/speeches/speech-
detail /remarks-at-the-2026-chicago-forum-on-auditing-in-the-small-business-
environment-and-on-auditing-broker-dealers
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MEDICARE - CMS’s Use of Data Analytics to Identify and Prevent Fraud

O OTR United States Govarnment Accountability Office
( ; p‘lo Report to the Chairman
Special Committee on Aging

United States Senate

GAO has designated Medicare a high-risk program due, in part, to its complexity
and potential for fraud. Fraud schemes in traditional Medicare often focus on
certain services, such as durable medical equipment.

Fraudsters may use stolen or inappropriately obtained Medicare beneficiary
identifiers to submit fraudulent claims for unneeded or never provided services.

The Centers for Medicare & Medicaid Services (CMS), which oversees Medicare,
uses data analytics on claims in traditional Medicare to identify anomalous
patterns indicative of emerging fraud schemes and potentially fraudulent
behaviors, such as billing spikes.

CMS uses these analytics to develop leads for investigations and to inform
administrative actions that can prevent potentially fraudulent payments, such as
suspending provider payments.

For example, in 2023 and 2024, CMS suspended payments to, and later revoked
the enrollment of, 15 providers involved in a scheme that allegedly billed
Medicare for more than $4 billion in urinary catheters that were never supplied.

Selected private payers GAO spoke with reported using data analytics in ways
similar to CMS—namely, to identify anomalous provider billing patterns to
generate leads for investigations and to inform actions like payment suspensions.

CMS estimates that from fiscal years 2022 through 2024, it prevented a total of
$11.9 billion in potentially fraudulent Medicare payments by taking
administrative actions on providers engaged in potential fraud.

In December 2025, CMS began sharing information about Medicare provider
payment suspensions with supplemental payers—private plans and state
Medicaid agencies that cover certain Medicare beneficiaries’ out-of-pocket
expenses. CMS did not share such information previously.

This lack of information sharing led some supplemental payers to pay beneficiary
cost sharing on potentially fraudulent claims. Representatives of private payers
estimated that private plans may have paid tens of millions of dollars in
beneficiary cost-sharing for the urinary catheter scheme.

GAOQ’s analysis found that state Medicaid agencies paid at least $196,000 in state

and federal funds for cost-sharing payments for the urinary catheter scheme in
2023 and 2024.
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Figure 1: Unified Program Integrity Contractor Investigation Process
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Figure 2: GAO’s Fraud Risk Managoment Framowork
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A quieter world for quantum
Researchers demonstrate ultra-low noise levels of an innovative qubit platform

80

19462026

Argonne &

NATIONAL LABDRATORY

The latest study on an electron-on-neon qubit, invented at Argonne, shows its
strong potential to scale quantum information processing.

Quantum bits (qubits) are the fundamental building blocks of quantum
information processing. A novel qubit platform invented at the U.S. Department
of Energy’s (DOE) Argonne National Laboratory exhibits noise levels thousands
of times lower than those of most traditional qubits.

Noise refers to disturbances in the environment that diminish a qubit’s
performance. The platform was built by trapping single electrons on the surface
of frozen neon gas. The recent finding positions Argonne’s platform as a strong
contender in the field of high-performance quantum technologies.

The new study, jointly led by Argonne and the University of Notre Dame, was
published in Nature Electronics. Collaborating institutions included the
University of Chicago, Harvard University, Northeastern University and Florida
State University (FSU).

“In previous work, we demonstrated the outstanding performance of our
electron-on-neon qubit,” said Xu Han, an Argonne scientist and co-
corresponding author. “By thoroughly characterizing the qubit’s noise properties,
this latest study shows why its performance is so good. Our results prove that our
technology is promising for quantum information processing at larger scales.”

Quantum computing: Potentially transformative, but challenged by noise

Today’s computers and smartphones run on bits, which are tiny switches that can
be either 0 or 1. Quantum computers use a special kind of bit known as qubits
that can be 0 and 1 at the same time. What’s more, the state of one qubit can
instantly affect another qubit’s state, even if they are on opposite sides of the
planet. Many different types of physical objects can be used to build qubits,
including electrons, photons and loops of wire.

The remarkable properties of qubits can endow quantum computers with
exponentially greater computational power than that of classical computers. This
opens the door to solving challenging problems like inventing disease-curing
drugs and optimizing complex supply chains.

Yet, quantum computers are still an emerging technology. Qubits are extremely
sensitive to noise — tiny disturbances in the environment such as electromagnetic
fields, heat and particle vibrations. As a result, qubits tend to have short
coherence times, meaning that they can only retain information for a fraction of a
second. This makes quantum computers very error-prone.
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Most of today’s chip-based qubits are made of semiconducting or
superconducting materials. Semiconductors have controllable conductivity while
superconductors have no electrical resistance. In experiments, industry-leading
qubit platforms have performed reasonably well.

However, qubits based on both semiconducting and superconducting materials
are often challenged by noise from material defects, embedded charges and
fabrication variability. The electron-on-neon qubit has the potential to address
these limitations.

To learn more: https://www.anl.gov/article/a-quieter-world-for-quantum
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Researchers show some quantum learning models are classically simulable
Fix for quantum ‘curse of dimensionality’ may mitigate advantage versus classical
computing

.@ Los Alamos

NATIONAL LABORATORY

Variational quantum computing is a hybrid quantum-classical approach that has
emerged as one of the most promising applications for quantum devices. But this
approach is hindered by the “barren plateau” phenomenon, which undermines
the approach’s machine learning training capabilities.

As a team of Los Alamos researchers suggest in a recent perspective piece in
Nature Communications, and as they go on to demonstrate with a simulated
quantum neural network, the architectures and techniques proposed to mitigate
or altogether avoid barren plateaus make them classically simulable.

“Barren plateaus typically result from what is known in the field as the ‘curse of
dimensionality,” where models need to navigate very big spaces, and finding the
solution is like finding a needle in a haystack,” said Marco Cerezo, Los Alamos
physicist and lead author on the perspective. “One avoids barren plateaus and
circumvents the curse of dimensionality by restricting the model to a small
subspace. But that solution might mean that the model can just as efficiently be
simulated classically.”

If the connection between the absence of barren plateaus (for example, by
restricting models to small subspaces) and classical simulability holds, the
remedy for barren plateaus may prove worse than the problem. The advantage
quantum computers have in solving machine learning tasks faster than classical
supercomputers would be limited only to those models with no barren plateaus.

Subspaces and classical simulability

Variational quantum computing’s hybrid approach aims to solve tasks by
classically optimizing the parameters of a quantum circuit, thus extending the
advantage of classical neural networks to the quantum realm. However, the too-
large space of possible quantum states (i.e., “the curse of dimensionality”) leads
to an extremely flat optimization landscape — a barren plateau, upon which the
approach’s algorithms fail.

The team’s recent research showed that the presence or absence of barren
plateaus is clearly linked to whether the algorithm operates within a small
subspace.

The team undertook a case-by-case analysis of all known models and techniques,
revealing a common pattern hidden in plain sight: Once the effective small
subspace was pinpointed and identified, one only needs to emulate what the
quantum computer does within it.

That is, the quantum computer’s approach may be simulable by classical
computing. From all known barren plateau-free models, the team’s study found
that a classical computer could do the same thing that the quantum computer
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does — a surprising result that undermined the quantum-only case for the
promising architectures and techniques for quantum machine learning.

The Los Alamos team recently undertook a concrete demonstration with a
specific architecture, with results published in PRX Quantum pointing to an end-
to-end simulability.

“It really seems the math is out to get us,” Cerezo said. “If you want to make an
entirely quantum architecture capable of processing information, you have
barren plateaus and the curse of dimensionality, and if you force the model to
work in a subspace, then the subspace is always sufficiently small that it can have
classically simulability. There seems to be no in-between or intermediate space.”

End-to-end simulability for quantum convolutional neural networks

To test their understanding of simulability, the team analyzed widely used
variants of quantum convolutional neural networks, an architecture considered
by many as one of the most promising models for quantum machine learning.

By identifying the correct subspace where the model acts, the team constructed
and trained a purely classical surrogate for quantum convolutional neural
networks. The surrogate matched or outperformed standard quantum
convolutional neural networks on all benchmark datasets, and they ran
simulations on as much as 1,024 qubits.

The test suggests that the success of the quantum networks could be attributed to
being benchmarked on simple problems, and the insight the team gleaned
indicates the need for non-trivial datasets to move forward with quantum
machine learning.

The caveats and the silver lining

The team’s study does not imply that quantum computers cannot operate in large
spaces. Indeed, successful quantum algorithms, such as those that simulate
quantum systems, avoid the curse of dimensionality by being extremely
structured and carefully navigating the large quantum spaces.

“Unlike standard quantum algorithms, where every logical operation has a
specific purpose, quantum machine learning algorithms follow the learning
methodology of classical neural networks, where one seeks to find the right
sequence of logical operations by training the algorithm based on data,” said
Laboratory postdoctoral researcher Nahuel Diaz. “This means that, by design,
they are unstructured and can get lost in the large spaces.”

The researchers show a path forward to beat barren plateaus without classical
simulability by emulating how standard quantum algorithms work. An example
provided by the team of a trainable but not simulable model may offer inspiration
in the building of new quantum learning algorithms.

Finally, the team highlighted that a quantum computer might well be needed to
initialize the classical simulation. In this case, the authors proposed a new hybrid
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paradigm, where quantum devices are used not to train a model, but to acquire
data to build an efficient classical algorithm.

To learn more: https://www.lanl.gov/media/news/0409-quantum-learning-

models
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Disclaimer

The Sarbanes-Oxley Compliance Professionals Association (SOXCPA)
(hereinafter “Association”) enhances public access to information. Our goal is to
keep this information timely and accurate. If errors are brought to our attention,
we will try to correct them.

The Association expressly disclaims all warranties, either expressed or implied,
including any implied warranty of fitness for a particular purpose, and neither
assumes nor authorizes any other person to assume for it any liability in
connection with the information or training programs provided.

The Association and its employees will not be liable for any loss or damages of
any nature, either direct or indirect, arising from use of the information provided,
as these are general information, not specific guidance for an organization or a
firm in a specific country.

This information:

- is of a general nature only and is not intended to address the specific
circumstances of any particular individual or entity;

- should not be relied on in the particular context of enforcement or similar
regulatory action;

- is not necessarily comprehensive, complete, or up to date;

- is sometimes linked to external sites over which the Association has no
control and for which the Association assumes no responsibility;

is not professional or legal advice;
- is in no way constitutive of interpretative;

- does not prejudge the position that the relevant authorities might decide
to take on the same matters if developments, including court rulings, were to lead
it to revise some of the views expressed here;

- does not prejudge the interpretation that the courts might place on the
matters at issue.

We are not responsible for opinions and information posted by others. The
inclusion of links to other web sites does not necessarily imply a recommendation
or endorsement of the views expressed within them. Links to other web sites are
presented as a convenience to users. The Association does not accept any
responsibility for the content, accuracy, reliability, or currency found on external
web sites.

Please note that it cannot be guaranteed that these information and documents
exactly reproduce officially adopted texts. It is our goal to minimize disruption
caused by technical errors. However, some data or information may have been
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created or structured in files or formats that are not error-free and we cannot
guarantee that our service will not be interrupted or otherwise affected by such
problems. The Association accepts no responsibility with regard to such problems
incurred as a result of using this site or any linked external sites.

Readers that are interested in a specific topic covered in the newsletter must

download the official papers, must find more information, and must ask for
legal and technical advice before making any business decisions.
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Sarbanes-Oxley Compliance Professionals Association (SOXCPA)

Welcome to the Sarbanes-Oxley Compliance Professionals Association (SOXCPA), the
largest Association of Sarbanes-Oxley professionals in the world.

The Sarbanes-Oxley Compliance Professionals Association (SOXCPA) is a business unit
of Compliance LLC, incorporated in Wilmington, NC, and offices in Washington, DC, a
provider of risk and compliance training in 57 countries.

Join us. Stay current. Read our monthly newsletter with news, alerts, challenges and
opportunities. Get certified and provide independent evidence that you are a Sarbanes-
Oxley expert.

Our reading room:
https://www.sarbanes-oxley-association.com/Reading Room.htm

Reoding Room. Sarbanes-Ouiey Compliance Profossonals Associytion ISOMCRL

Our training and certification programs.

Certified Sarbanes-Oxley Expert (CSOE), distance learning and
online certification program

Overview

Sarbanes-Oxley is a hot skill that makes a manager or an employee an
indispensable asset to a company or organization. There are thousands of new
Sarbanes-Oxlev jobs advertised every month in many countries.

Emplovers need assurance that emplovees have the knowledge and skills
needed to mitigate risks and accept responsibility. Supervisors and anditors
ask for independent evidence that the process owners are qualified, and that
the controls can operate as designed, because the persons responsible for
these controls have the necessary knowledge and experience,

The marketplace is clearly demanding qualified professionals in risk and

compliance management. Certified professionals enjoy industry recognition
and have more and better job opportunities.
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1. Certified Sarbanes-Oxley Expert (CSOE), distance learning and online certification
program. You may visit: https://www.sarbanes-oxley-
association.com/Distance Learning and Certification.htm

Certified Japanese Sarbanes-Oxley Expert (CJSOXE), distance
learning and online certification program

Overview

J-SOX or JSOX is the unofficial term that refers primarily to Japan's Financial
Instruments and Exchange Law, and the guidelines that followed. Japanese
and foreign companies listed in Japan are required to prepare and submit
internal control reports on a consolidated basis.

The reach of J-SOX extends to subsidiaries outside Japan (in the USA and
Europe for example), because the provisions apply to the company as a whole.
The subsidiaries outside Japan are involved in the testing and documentation

of internal processes and controls,

2. Certified Japanese Sarbanes-Oxley Expert (CJSOXE), distance learning and online
certification program. You may visit: https://www.sarbanes-oxley-
association.com/CJSOXE Distance Learning and Certification.htm

Certified EU Sarbanes-Oxley Expert (CEUSOE), distance learning
and online certification program

Overview

The European Sarbanes-Oxley (the 8th company law directive, and some other
European directives and regulations) was enacted to restore investor
confidence in the European Union, after major corporate scandals in Europe
(Adhold, Parmalat). As the US Sarbanes-Oxley Act was so successful in
achieving its objectives, the European Union followed the same path, and it
worked very well.

3. Certified EU Sarbanes-Oxley Expert (CEUSOE), distance learning and online
certification program. You may visit: https://www.sarbanes-oxley-
association.com/CEUSOE Distance Learning and Certification.htm

SOX PMO Associate

Appile ( Cupertino, CA | $137900 - 207300 a vear

Full job description

Are you passionate about internal trols? We are looking to hire someone 1o join the

regram management office {(PMO)

dea <

this rale will prov pport scopng,

v in partnership with our control and

Sarbanes-Oxley is a hot skill that makes a manager or an employee an indispensable
asset to a company or organization. There are thousands of new Sarbanes-Oxley jobs
advertised in many countries. Some examples from LinkedIn:
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Contact Us

Lyn Spooner
Email: lyn@sarbanes-oxley-association.com

George Lekatis

President of the SOXCPA

1200 G Street NW Suite 800,

Washington DC 20005, USA

Email: lekatis@sarbanes-oxley-association.com
Web: www.sarbanes-oxley-association.com
HQ: 1220 N. Market Street Suite 804,
Wilmington DE 19801, USA
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