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c/o Sherry Hazel                                              Via e-mail to:  CommentLetters@aicpa-cima.org 

 

 

 

 

Thank you for this opportunity to respond to the February 4, 2021 Exposure Draft regarding 

Proposed Statements on Quality Management Standards – Quality Management: A Firm’s System 

of Quality Management.  

 

I oppose the proposed new requirement described at paragraph 40a of the proposed SQMS that 

would preclude inspection of completed accounting and auditing engagements by those who had 

been involved in the engagements.  This would be a disservice to the thousands of smaller CPA 

firms with a limited number of professionals.  These firms would be forced to endure an expensive 

out of pocket financial burden without the likelihood of significant enhancement of engagement 

quality.  When a similar requirement was discussed many years ago in conjunction with the 

creation of Statement on Quality Controls No. 7, there was initially some incorrect belief that only 

sole practitioners would be deeply affected.  In reality, however, there are numerous multi-

professional CPA firms that would be equally affected.  Although some firms may, on the surface, 

seemingly possess sufficient personnel to avoid any self-review threat, many of these firms have 

one or only a few persons involved in financial statement engagements while most of their 

personnel are involved in tax services, litigation support, management advisory services, or other 

professional services.  As a result, these firms would also be forced to outsource their annual 

inspections because most of their personnel work in other areas and do not possess the skills, 

knowledge or experience to inspect accounting and auditing engagements nor the firm’s system of 

quality control or quality management for accounting and auditing engagements.  The existing 

Statements on Quality Controls, as they were eventually issued, correctly avoided imposing 

disruptive burdens on smaller CPA firms. 

 

The sufficient safeguards that already exist to mitigate self-inspection risk contraindicate the need 

for the increased overreach that is being proposed.  As pointed out at page 27 of the Exposure 

Draft, peer review already “provides a safeguard and provides evidence that monitoring procedures 

involving self-inspection can be effective.”  Also, a pre-issuance Engagement Quality Control 

Review is part of the existing and proposed professional standards for quality control and it is 

already stipulated that such reviews, as part of engagement performance, must be conducted by a 

person who is independent of being an engagement team member.  Other existing quality control 

standards, such as those governing leadership, engagement acceptance, and human resources 

(especially continuing professional education) further provide additional safeguards.  Page 28 of 

the Exposure Draft emphasizes the importance for an individual to be able to “critically review his  



To:  AICPA Auditing Standards Board 

April 29, 2021 

Page Two 

 

 

or her own performance, assess his or her own strengths and weaknesses, and maintain an attitude 

of continual improvement.”  Shouldn’t a certified public accountant already possess these abilities? 

In most CPA firms, monitoring and inspection tasks are conducted by a CPA or at least closely 

supervised by one.  The proposed SQMS prescribes a risk-based approach to a system of quality 

management.  Accordingly, the outsourcing of monitoring and inspection functions to outside 

parties should be relevant only in those risk-based instances where it is evident that a CPA firm’s 

personnel lack the skills, knowledge and experience to conduct those functions, which in turn 

raises a more fundamental question regarding whether such a firm should even be accepting  

accounting and auditing engagements to begin with. 

 

The proposed requirement replaces professional judgment with a cookbook approach that lacks 

scalability (the capacity for change).  Inspection decisions should instead be made by each CPA 

firm in response to the unique characteristics of each practice. 

 

Submitted by Robert D. Goldstein, CPA 

Firm size: Sole Practitioner 
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c/o Sherry Hazel                                              Via e-mail to:  CommentLetters@aicpa-cima.com 

 

 

 

 

Thank you for this opportunity to further respond to the February 4, 2021 Exposure Draft 

regarding Proposed Statements on Quality Management Standards – Quality Management: A 

Firm’s System of Quality Management.  

 

I previously responded on April 29, 2021, and the purpose of today’s response is to add additional 

commentary regarding other areas.  This additional response does not change my previous position 

that I oppose the proposed new requirement described at paragraph 40a of the proposed SQMS that 

would preclude inspection of completed accounting and auditing engagements by those who had 

been involved in the engagements.  I continue to believe that this would be a disservice to the 

thousands of smaller CPA firms with a limited number of professionals.  As noted in greater detail 

in my previous response, sufficient safeguards already exist to mitigate self-inspection risk.  

Inspection decisions should scalable and should be made by each CPA firm in response to the 

unique characteristics of each practice. 

 

As a general comment, it should be noted that the Explanatory Memorandum to the proposed 

standards specifically mentions “high-profile business failures.”  This is certainly where most of 

the public interest truly resides.  If a key objective of the proposed standards is to promote 

scalability, the standards should focus on the CPA firms who perform high-profile and risk laden 

audits rather than, in some instances, what amounts to the de facto punishment of smaller CPA 

firms who perform less risky engagements.  Perhaps an example of scalability would be to allow 

small practitioners the ability to determine for themselves whether any significant self-inspection 

risk exists within their practices. 

 

Similarly, while a cooling-off period might be a good practice for Engagement Quality Review 

(EQR) in a larger practice with more complex engagements with a public interest, there seems to 

be little reason to burden a smaller practice with such a requirement, particularly in view of the 

added unintended risk that such a cooling-off period might actually prevent the input of the person 

who best knows the intricacies of a particular client.  Here, again, is where scalability should come 

into play in determining whether there is a need for any EQR cooling-off period at all and, if so, 

whether it should be for two years as proposed or more realistically for one year. 
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Finally, I wish to say that the proposed effective dates are unrealistic and should be postponed by 

at least a year to enable CPA firms to learn more about the standards and to be able to take action 

to begin implementing them.  First of all, nobody really knows when the proposed standards, as 

finally amended, will be approved and issued.  After that occurs, there will be a distinct need to 

develop CPE for practitioners and there will also be a major need for providers of practice aids to 

develop and release revised documents for their customers.  This will not happen overnight and 

will most likely be delayed by publishers’ production cycles.  Expecting practitioners to 

understand, adapt to, and properly implement new standards too soon is unrealistic and would be a 

recipe for an increase in the number of CPA firms who may not be able to pass their peer reviews.  

 

 

 

Submitted by Robert D. Goldstein, CPA 

Firm size: Sole Practitioner 
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