
 
 
 
 
 
 
 
 
August 18, 2021 
 
Ms. Sherry Hazel 
Staff Liaison – Auditing Standards Board 
American Institute of Certified Public Accountants (AICPA) 
1211 Avenue of the Americas 
New York, New York 10036-8775 
 
Via e-mail at CommentLetters@aicpa-cima.com 
 
Re: Proposed Statements on Quality Management Standards – Quality Management: A Firm’s System 
of Quality Management and Engagement Quality Review; and Proposed Statement on Auditing 
Standards: Quality Management for an Engagement Conducted in Accordance with Generally 
Accepted Auditing Standards  
 
Dear Ms. Hazel: 
 
Carr, Riggs, & Ingram, LLC (CRI) is pleased to provide these comments to the AICPA Auditing Standards 
Board (ASB) on the proposed Statements on Quality Management Standards – Quality Management: A 
Firm’s System of Quality Management (SQMS No. 1) and Engagement Quality Review (SQMS No. 2); and 
the proposed Statement on Auditing Standards: Quality Management for an Engagement Conducted in 
Accordance with Generally Accepted Auditing Standards (QM SAS) (collectively, the proposed QM 
standards).  
 
We offer the following comments to the specific questions raised in the exposure draft of the proposed 
QM standards. 
 
1. Respondents are asked to provide their views on the preceding changes. In addition, the ASB is 

seeking respondents’ views on whether the requirements in proposed SQMS No. 1 are clear and 
understandable and whether the application material is helpful in supporting the application of 
those requirements. 
 
CRI’s response to this question is provided in relation to the components of the system of quality 
management included in proposed SQMS No.1.  
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Component 1—Risk Assessment Process 
 
SQMS No. 1 makes it clear that a firm should design and implement a risk assessment process to: 1) 
establish quality objectives, 2) identify and assess quality risks, and 3) design and implement 
responses to address quality risks. However, practical examples are not present in the guidance.  For 
example, paragraph 25, A43, A44, and A45 address quality objectives but there are no practical 
examples of a quality objective.  It seems the guidance should provide some examples of basic quality 
objectives, as well as quality risks, to provide firms a starting point for designing a risk assessment 
process under this new guidance.  As written, the guidance is broad and passes the responsibility of 
establishing a “template” for a risk assessment process to the firms. In the case of small firms, the 
development of a risk assessment template will likely fall to service providers. 
 
Component 2—Governance and Leadership 
 
This component is generally similar to the leadership responsibilities for quality within the firm (tone 
at the top) element of quality control in SQCS #8.  
 
Regarding understandability and clarity, it seems that there are too many references to follow to 
arrive at the guidance being sought.  The guidance provided in the body of the proposed standard 
could include the information provided in the application material to make the guidance easier to 
follow.  For example, paragraph 29.b. states that leadership is responsible and accountable for quality 
and then references paragraph A59. Paragraph A59 states that leadership is responsible for 
performance evaluations and then references paragraph 57.  Paragraph 57 states that the firm should 
undertake performance evaluations and then references paragraphs A217-A219. Paragraph A218 
indicates that a smaller firm may rely on the results of monitoring activities to provide an indication 
of the performance of an individual. It is not clear why it is necessary to present this information 
through a maze of references when it could be explained in a single paragraph. The concern that we 
have attempted to express here is perhaps articulated better in the Drafting Principles and Guidelines 
[DRAFT] prepared by the International Auditing and Assurance Standards Board’s Complexity, 
Understandability, Scalability and Proportionality (CUSP) Working Group, dated July 2021.  
 
Component 6—Resources 
 
This section was expanded to include technology resources and intellectual resources.  We agree with 
the placement of technology and intellectual resources in this section. We noted that the standard 
does not seem to address “consultation” resources.  We believe the standard should highlight the 
need of some firms to establish external consultation resources. For example, a firm should identify 
risks related knowledge and experience limitations within the firm when evaluating the need to use 
its external consultation resources.  
 
Component 7—Information and Communication 
 
The guidance on internal communication seems to codify existing practice of most firms. The guidance 
on external communications could be potentially problematic if it is in conflict with the AICPA Code 
of Professional Conduct or the requirements of individual State Boards. For example, paragraph A122 
seems to assume that Non-Compliance with Laws and Regulations (“NOCLAR”) will be approved by 
the ASB, although that is not the case at this point. 



2. Respondents are asked to provide their views on the scalability of the new quality management 
approach. In addition, the ASB is seeking respondents’ views on specific requirements in proposed 
SQMS No. 1 that may inhibit scalability and requirements for which additional application material 
regarding scalability would be helpful. 
 
The responses to Question #1 include items that affect scalability of this guidance. First, as written, 
the guidance is broad and passes the responsibility of establishing a “template” for a quality 
management system to the firms. Second, the guidance is difficult to follow due to the “maze” of 
references used instead of including the guidance in single paragraphs. Small firms do not have the 
resources to devote to navigating through the guidance in an effort to capture the critical elements.  
Guidance that is unnecessarily difficult to follow and that does not include practical examples is not 
conducive to scalability.    
 

3. Respondents are asked to provide their views on the preceding changes. In addition, the ASB is 
seeking respondents’ views on whether the requirements in proposed SQMS No. 2 are clear and 
understandable, and whether the application material is helpful in supporting the application of 
those requirements. 
 
CRI agrees that the proposed SQMS No. 2 has clarified the role and responsibilities of the engagement 
quality reviewer from the existing guidance in QC Section 10, A Firm’s System of Quality Control, and 
AU-C Section 2020, Quality Control for an Engagement Conducted in Accordance with Generally 
Accepted Auditing Standards; that the application material is helpful in supporting the application of 
those responsibilities; and with the changes outlined in proposed SQMS No. 2, with the exception of 
the following items: 
 

• Cooling-off period as addressed in paragraph 19 – see response to question 8; and 
 

• Review of financial statements and the engagement report thereon as referenced in 
paragraphs 25.g.ii and .A47: 

 
o Should the reference to “engagement report” in these two paragraphs be replaced 

with “review report”? 
 

o The last sentence in paragraph .A47 indicates that the guidance in this paragraph also 
applies to review engagements and the related engagement report. Is this sentence 
necessary as any such non-audit engagements would be covered by paragraph A48? 

 
4. Respondents are asked to provide their views on the preceding changes. In addition, the ASB is 

seeking respondents’ views on whether the requirements in the proposed QM SAS are clear and 
understandable, and whether the application material is helpful in supporting the application of 
those requirements.  
 
CRI supports the changes outlined in proposed QM SAS.  The proposed QM SAS has clarified the role 
and responsibilities of the engagement partner from the existing guidance in AU-C Section 220, 
Quality Control for an Engagement Conducted in Accordance With Generally Accepted Auditing 
Standards.  The application material is helpful in supporting the application of those responsibilities. 
 

  



5. Respondents are asked to provide their views on whether the effective dates are clear.  
 
CRI agrees that the effective dates provided for the proposed QM standards are clear.  
 

6. Respondents are asked to provide their views on whether an 18-month implementation period is 
appropriate. If that period is not appropriate, please explain why and what implementation period 
would be appropriate.  
 
CRI believes that the 18-month implementation period for the proposed QM standards may be 
difficult to achieve given similar implementation timelines for the following proposed standards: SAS 
No. 143, Auditing Accounting Estimates and Related Disclosures, and the proposed SAS Understanding 
the Entity and Its Environment and Assessing the Risks of Material Misstatement.  In addition, the 
implementation of the QM standards will include the development of new methodology and practice 
aids that will, for smaller firms, be performed by vendors; and, these smaller firms will generally have 
limited control over the timeframes within which the vendors complete the development of these 
resources. We recommend that the implementation date of the proposed QM standards fall on a date 
later than December 15, 2023, for the reasons mentioned above. The next most likely implementation 
date would be December 15, 2024. 
 

7. Respondents are asked whether they agree that inspection of completed engagements by those 
involved in the engagements should be precluded in order to enhance audit quality. If not, please 
explain why and provide examples of safeguards that could lower the self-review threat to an 
acceptable level. 
 
While CRI agrees with the preclusion of self-inspection in principle, we have diverse reactions within 
the firm to the self-inspection topic due to the associated pragmatic issues and therefore we have 
responded to this question with the firm’s two primary views on this topic. 
 
View 1 – Self-Inspection should be allowed 
 
The standard does not need to suggest that small firms must hire an external person to carry out 
inspections or monitoring activities. This would essentially be an annual peer review and costly. In 
addition, clarity should be provided on what is considered a “small” firm.  Assuming “small” firms are 
those that do not have the internal capabilities to perform the “independent” inspections, there may 
be safeguards that could be identified for those firms. For example, additional CPE in the areas of 
quality management related to the engagement types within those firms could be required of those 
individuals who perform inspections but are not “independent” of those engagements. Another 
safeguard could be to bridge the self-inspections with the peer review process by requiring a review 
of the self-inspected engagements as part of the firm’s peer review.   
 
View 2 – Self-Inspection should be precluded 
 
As indicated in Issue 1, self-inspection cannot identify one’s own lack of knowledge. For example, 
inspection may uncover that the engagement partner, being unaware of recently effective standards, 
did not apply them to the engagement. But that engagement partner, inspecting their own work while 
being unaware of recently effective standards, would never identify that the standards were not 
appropriately applied in that engagement. Although subscribing to a third-party methodology might 



correct the deficiency of the firm’s methodology of not being current on professional standards, it 
would not make self-inspection any more effective at identifying what one does not know.  
 
As part of View 2, CRI suggests that if the elimination of self-inspection is believed to result in the 
unintended consequence of a reduction in the number of small firms engaged in conducting audits, 
that an exception for smaller firms with fewer than 10, or some other appropriate number of, partners 
from the self-inspection restriction may be appropriate.  
 
Further, to reduce the burden on smaller firms who do not have internal resources to perform such 
inspections, and to recognize that requiring external inspections would be tantamount to having 
annual peer reviews, consideration should be given to modifying the need for triennial peer reviews 
in such cases; a recommendation would be to require peer reviews every five years instead. We 
recognize the issue that would arise with state licensing requirements and anticipate a joint discussion 
with NASBA, coupled with possible external inspection reporting requirements, could alleviate such 
hurdles. 

 
8. Respondents are asked for their views on whether a cooling-off period should be required before a 

former engagement partner can serve as an engagement quality reviewer on that engagement, and 
(a) if so, the appropriate length of the required cooling-off period, or (b) if not, please explain why 
and provide examples of safeguards that could lower the objectivity threat to an acceptable level. 
 
While CRI agrees with the cooling-off period in principle, we have diverse reactions within the firm to 
the cooling-off period due to the associated pragmatic issues and therefore we have responded to 
this question with the firm’s two primary views on this topic.  
 
View 1 – Remove Provision for Cooling-Off Period from SQMS No. 2 
 
In this view, CRI suggests that paragraphs 19, A16, and A17 be removed from SQMS No. 2. The primary 
factors supporting this view are as follows: 

 
1. The threat to objectivity created by an individual serving as the engagement quality reviewer 

after previously serving as the engagement partner is viewed as not being a significant threat, 
because: 

 
a. The significant judgments made in periods when the engagement quality reviewer 

was the engagement partner would have been subjected to an appropriate level of 
scrutiny through an engagement quality review at that time. 
 

b. A firm’s system of quality control should place the responsibility for engagement 
quality with the engagement partner who should not be unduly influenced by an 
engagement quality reviewer that is promoting an unsupportable position. 

 
2. Significant benefits to audit quality through enhanced competency of the engagement 

quality reviewer may result from having a recent engagement partner serve as engagement 
quality reviewer as that individual should be expected to have extensive knowledge of the 
client’s business and the related audit risks and therefore could provide valuable insight as 
an engagement quality reviewer. 
 



3. The cooling-off period requirement might disproportionately affect smaller firms as they may 
not be able to identify qualified people resulting in fewer engagement quality reviews being 
performed – an unintended negative consequence.  

 
View 2 – Maintain Provision for Cooling-Off Period in SQMS No. 2 
 
In this view, CRI suggests that paragraphs 19, A16, and A17 remain as provided in SQMS No. 2 with no 
change. The primary factors supporting this view are as follows: 

 
1. As indicated in Issue 2, matters on which significant judgments are made in recurring 

engagements often do not vary and, therefore, significant judgments made in prior periods 
may continue to affect judgments of the engagement team in subsequent periods. Thus, the 
ability of an engagement quality reviewer to perform an objective evaluation of significant 
judgments is affected when the individual was previously involved with those judgments as 
the engagement partner. In such circumstances, it is important that appropriate safeguards 
are put in place to reduce threats to objectivity, in particular, the self-review threat, to an 
acceptable level. 
 

2. As further provided in Issue 2, a cooling-off period may be the only safeguard to the self-
review threat to objectivity. 
 

3. Maintaining objectivity is of critical importance to the performance of an engagement quality 
review, which is intended to provide an objective evaluation of the significant judgments 
made by the engagement team.  
 

4. The benefits of convergence of the quality management standards of the ASB, the IAASB, and 
the PCAOB are significant to firms that operate under all three sets of standards. Complying 
with fundamentally different quality management standards is not feasible, and performing 
an audit in accordance with multiple sets of auditing and quality management standards (for 
example, those of the ASB and the IAASB or the ASB and the PCAOB) would be impracticable.  

 
As part of View 2, CRI suggests that if the cooling-off period is believed to result in the unintended 
consequence of fewer engagement quality reviews being performed by smaller firms that an 
exception for smaller firms with fewer than 10 partners from the cooling-off period may be 
appropriate.  
 

9. Respondents are asked for their views on whether the engagement quality review should be 
required to be completed before the report is dated, rather than before the report is released. 
 
CRI agrees that the engagement quality review should be required to be completed before the report 
is dated.  

 
Additional Comments and Suggestions: 
 

1. We believe a critical element necessary to provide and maintain quality in the conduct of all 
engagements is the appropriate level of involvement from those who have responsibility for the 
engagement in the firm, namely the engagement partners. Extant quality control standards do 
not directly address this element, although it is implied through the discussion of engagement 



partner competencies, and other sections. Peer reviews have demonstrated that lack of partner 
involvement is often a weakness that results in engagements that do not comply with professional 
standards for all types of engagements. 

 
SQMS No. 1, paragraph 33d, indicates “Engagement team members are assigned to each 
engagement, including an engagement partner, who have appropriate competence and 
capabilities, including being given sufficient time, to consistently perform quality engagements” 
(emphasis added). Consistent with the above, we believe this is a critical objective to be obtained. 
Inclusion of this overarching concept is important for all engagements, including audits, reviews, 
compilations, attestations, etc. 
 
SQMS No. 1, paragraphs 3, A98, and A100, address partner involvement through reference to 
auditing standards, presumably due to the inclusion of such relevant guidance in those standards, 
and a lack thereof in other standards. However, this gives the implication that those concepts are 
only relevant to audit engagements. We believe those three paragraphs should be removed as 
the quality management standards do not need to replicate other standards. Instead, we believe 
SQMS No. 1 is an independent standard that applies to all engagements, as indicated in paragraph 
6. Verbiage should be added instead to emphasize that matter and provide guidance for all 
engagements. 
 

2. SQMS No. 2 contains certain paragraphs and references that exacerbate this matter. Paragraph 
25f discusses partner involvement in audit engagements, but there is no discussion of other levels 
of services that might be subject to EQR. We also believe the EQR should directly evaluate the 
level of involvement of the engagement partner, and not reference the “basis” for that partner’s 
determination of their level of involvement. This would allow expansion of the topic to other types 
of engagements. 
 
SQMS No. 2, paragraphs 24b, A24, and A25, describe engagement partner responsibilities in 
relation to the engagement quality review as provided in the auditing standards.  We believe this 
section should discuss all levels of services, including those not currently having specific 
requirements related to EQR under the respective standards. 
 
SQMS No. 2 contains various other paragraphs in the Application and Other Explanatory Material 
that reference auditing standards, and do not address other levels of service. We believe the 
concepts apply to all levels of service; highlighting and referencing only auditing standards could 
be misconstrued. Further, guidance is needed on how to apply the quality management standards 
when the respective standards for the relevant level of services do not address that element; the 
quality management standards do not need to replicate extant guidance. We further believe that 
conforming amendments to the relevant Statements on Standards for Accounting and Review 
Services (SSARS) or the Statements on Standards for Attestation Engagements (SSAEs) may be 
needed to address this concern.  

 
  



Thank you for the opportunity to comment on this exposure draft. If you have any questions regarding 
the comments in this letter, please contact Alan Skinner at 334-348-1342. 
 
Very truly yours, 

 


