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Subject: Selected comments on QM Exposure drafts 
 
I was part of the OSCPA response to the exposure draft, but since I feel strongly about certain aspects of 
the proposals, I felt I should comment individually on those as well.   
 
First of all, I am part of a small firm, I am a peer reviewer and a technical reviewer for Ohio.  As such I do 
see a lot of smaller firms, both engagement and system review levels. Let me first address generally 
some basic concerns: 
 
I believe strongly in quality and in firms that are trying to do the best they can to comply with standards, 
service their clients and manage their practices.  It is a challenge in all times, but especially now with 
rapidly changing technologies, uncertain times for many industries and a myriad of challenges for 
others.  In my experience the majority of firms do everything they can to “get it right.”  They are 
evaluating themselves, their staff and their clients to have really quality firms and monitoring to 
improve.  Then there are the problems – firms or individuals who just do not get it, some that do the 
minimum they need to do and are very compliance oriented, others that are trying but somehow fall 
short; then there are always some firms or individuals that make you wonder how they passed the exam 
in the first place!  Fortunately, the vast majority want to do it right and for the most part, get it 
right.  But much of our time in peer review is occupied with those problem categories, even though they 
are not representative of the profession as a whole.   
 
I believe the concept of risk assessment and scalability is a great idea, as all firms should be held 
accountable for the same level of quality – whether they are doing comps or audits, the reports are 
signed by a CPA.  When you discuss implementation, you should also be thinking that ALL firms need to 
implement and there needs to be some level of peer review or other check where even engagement 
review firms need to provide SOMETHING to show they have a QC document and are addressing this in 
their firm.  Perhaps this can be checked in peer review (maybe assessing whether suitably designed 
without assessing the compliance?) or perhaps some submission as a requirement of enrollment in the 
program? 
 
Although not part of this QM proposal, I think education on QM should also be a requirement for ALL 
firms enrolled in the peer review program. There can be a basic course and all sorts of courses on 
different aspects of QM that might provide the basic knowledge as well as opportunities for practical 
applications, different courses for firms of different sizes, with different practices, opportunities for 
exchange of best practices.  (Annual, every other year, something)  AND not just for 1 person in the firm 
– all professionals that are part of A&A need to have exposure to these requirements and understand 
them.  So perhaps all A&A partners and those who serve in a supervisory capacity and may someday be 
A&A partners! 
 
But let me address the most controversial issues in the QM Exposures draft: 
 
TIMING OF EQR AND DATING OF THE REPORT 
 
At our firm we would never date the report prior to completion of the current EQCR – it is an essential 
part of the engagement and whether there is anything to be addressed or not, we just do not believe 



the report is ready to be finalized until we get that EQCR completed.  I have however done EQCR for 
other firms, and I have seen EQCR for smaller firms done by outside parties where the report is dated 
prior to the EQCR completion.   This would normally because the firm just does not intend to address all 
the issues that arise or because they were required to make changes, made changes, but the reviewer 
had scheduling conflicts that did not allow for timely review of revisions.  Perhaps a challenge in certain 
circumstances, but should be dated subsequent to completion.  
 
Additionally, I believe this proposed standard puts the responsibility for follow-through on EQR on the 
engagement partner, which is exactly where it should be.  It needs to be clear that an outside EQ 
Reviewer is NOT a part of the firm and cannot force the firm to address issues that they identify.  I 
believe it will be increasingly difficult to find outside reviewers.  Many firms have already ceased offering 
that service.  I also think it is important for firms to recognize that EQR is NOT supposed to be a training 
ground for you to do an audit.  I know a number of reviewers, myself included, that have spent 
countless, unpaid hours working with firms on peer review assigned pre-issuance or on an EQCR. These 
firms thought they could do an audit, but clearly could not.  They did not need an EQC Reviewer; what 
they needed was much more detailed guidance.   
 
COOLING OFF PERIOD 
 
I believe this should not be a requirement, but should be part of the risk assessment.  Ask the question, 
document the response and the rationale for not needing it, as applicable.  Most often, I would think 
you might have a partner moving to more complex engagements, passing work on to a younger up and 
coming.  Certainly in these instances having the former partner do the EQR for the subsequent year 
might make perfect sense. If he/she still has the requisite knowledge and experience, that may be an 
ideal situation since who would be in a better position to ensure the new partner has addressed key 
issues.  On the other hand, if the client had on-going or contentious issues that former partner might be 
better in just a consulting position with a totally different EQ Reviewer.  Certainly if the former partner 
was not effective in his engagement partner role or had multiple issues arise on prior years, he would 
probably not be a good choice. As standards setters looking for scalable and principle based, it is 
impossible to identify all scenarios.  Firms need to be able to identify the risk and determine what is best 
in a given circumstance – but they need to document.      
 
SELF-INSPECTION 
 
I also disagree that self-inspection should be prohibited.  This should also be part of the risk 
assessment.  The firm again needs to be able to assess the risk– and here primarily we are talking about 
small firms.  Numerous factors could mitigate the threat – positive peer review results certainly an 
important factor.  Firms should consider other mitigating factors – how much time has elapsed since 
issuance – enough to look critically?, what type of CPE does this individual have, was an EQR already 
performed with respect to the engagement to be included for inspection, does the individual routinely 
review the work of others and recommend improvements, does this often consult with others to ensure 
compliance.  The firm should also consider high risk factors – are there new standards out, what level of 
service are the engagements, how complex are the clients, are the industries high risk.  An individual 
needs to be able to assess whether or not they have the time, the energy, the expertise to self-
inspect.  If they cannot make that assessment, likely they cannot assess other factors either – like 
whether they are qualified to perform a certain engagement.  I am sure that many of us can look 
critically at something we did in the past and find something we could have done better.  If an individual 



cannot, then he should not self-inspect.  Here again, the assessment including the factors considered 
should be documented to support the conclusion that self-inspection will be effective.       
 
In numerous instances, peer review will require follow-up that includes a pre-issuance review or outside 
monitoring.  These are clearly situations where the firm needs outside assistance but has not identified 
it.  The majority of firms have never had to have a pre-issuance review or outside monitoring.  So what is 
likely to happen?  The firms that are not doing a good job will not comply, but will end up with 
unfavorable peer review results. We need to find a way to provide quality firms with the opportunity to 
decide what works best for their firm, but also helps firms who really should not self-inspect conclude 
that they need to go outside.        
 
TIMING OF IMPLEMENTATION 
 
It depends – smaller firms will need guidance, practice aids – how quickly will that all be 
available?  System review firms are already familiar with the concept of risk assessment because they 
have it on their audits; engagement review firms, not so much.  Engagement review firms can become 
system review firms – and if they are to become good ones, then they need a QM system.  Let’s find a 
way to have this implemented properly up-front, so we won’t be in a situation where “we’ll catch it in 
peer review.”  To me that comes back to some sort of required training to start.   
 
Thank you for the opportunity to weigh in – and good luck with this!!      
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