
 
 

 

July 23, 2025 
By electronic submission 
 
George Botic 
Acting Chair 
Public Company Accounting Oversight Board 
1666 K Street NW, Suite 300 
Washington, DC 20006-2803 
 
Re: PCAOB Standard A Firm’s System of Quality Control and Other Amendments to PCAOB Standards, 
Rules, and Forms (SEC Release No. 34-100968) 
 
Dear Acting Chair Botic:  
 
The Center for Audit Quality (CAQ) is a nonpartisan public policy organization serving as the voice of US 
public company auditors and matters related to the audits of public companies. The CAQ promotes high-
quality performance by US public company auditors; convenes capital market stakeholders to advance the 
discussion of critical issues affecting audit quality, US public company reporting, and investor trust in the 
capital markets; and using independent research and analyses, champions policies and standards that 
bolster and support the effectiveness and responsiveness of US public company auditors and audits to 
dynamic market conditions. This letter represents the observations of the CAQ based upon feedback and 
discussions with certain of our member firms, but not necessarily the views of any specific firm, individual, 
or CAQ Governing Board member.  
 
As we have consistently stated, we believe that a firm’s system of quality control (QC system) is 
foundational to audit quality and that an effective quality control system is important to strengthening 
auditing practices and continuously improving audit quality. That is why it is critically important to audit 
quality that Public Company Accounting Oversight Board (PCAOB) registered firms of all sizes have 
adequate time to prepare for and implement the PCAOB’s standard A Firm’s System of Quality Control and 
Other Amendments to PCAOB Standards, Rules, and Forms (QC 1000).  
 
We have engaged with our member firms to support implementation efforts of various quality control 
standards. Through this engagement, we have witnessed the investments that firms have made to comply 
with multiple quality control standards over the course of several years, including the International 
Auditing and Assurance Standards Board’s (IAASB) International Standard on Quality Management 1 (ISQM 
1) (approved by the IAASB in September 2020, effective as of December 15, 2022) and the American 
Institute of Certified Public Accountants’ (AICPA) Statement on Quality Management Standards 1 (SQMS 
1) (approved by the AICPA in May 2022, effective as of December 15, 2025). QC 1000 was approved by the 
PCAOB in May 2024, the Securities and Exchange Commission (SEC) in September 2024, and has a current 
effective date of December 15, 2025.
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Member firms subject to QC 1000 have been working diligently to comply with the new requirements. 
This has included working to develop and implement firm-wide systems and processes to meet 
requirements that are substantially different than those of ISQM 1. Despite these significant efforts, a 
number of our member firms remain concerned about their ability to confidently comply with QC 1000 by 
the effective date. We also continue to see that certain concerns raised by firms and the CAQ during the 
standard-setting process have manifested as real implementation challenges for several of our member 
firms. We respectfully request the PCAOB to act to: 
 

(1) defer the effective date of QC 1000 for at least one year (December 15, 2026) and allow a phased 
implementation approach for firms who audit fewer than 100 issuers,  
 

(2) issue written implementation guidance specific to the questions raised by the CAQ and our 
member firms to the PCAOB, and  
 

(3) gather input on whether targeted amendments to QC 1000 would enhance the scalability of the 
standard and address unintended consequences. 

 
1. Defer the effective date of QC 1000 for one year and allow a phased approach to implementation 

for firms that audit fewer than 100 issuers. 
 
QC 1000 is arguably the most significant and pervasive standard in recent PCAOB history; however, it has 
a markedly expedited implementation period (as noted above, only 15 months from the date of SEC 
approval to the effective date), particularly as compared to the other standard setting bodies whose 
quality control standards were effective 27 months (IAASB) and 44 months (AICPA) from the date of their 
adoption. This short implementation period for QC 1000 is premised on firms having implemented ISQM 
1.  
 
However, there are major differences and new requirements in QC 1000 necessitating more time and 
resources to implement the requirements than may have been contemplated by the PCAOB and SEC. 
Implementation has been such a significant effort because differences between QC 1000 and ISQM 1 are 
resulting in unintended consequences and necessitating substantial changes to a firm’s existing system of 
quality control—some of which we identified in our prior comment letters to the PCAOB and SEC and 
others of which have arisen since such time. These changes require a firm to design, implement, and 
operate updated policies and processes in a short timeframe, and necessitate a thoughtful approach to 
communications, training, and change management across an entire firm, including network member 
firms in many cases.  
 
Examples of significant differences between QC 1000 and ISQM 1 include: 
   

a) External Quality Control Function (EQCF) 
In its adoption of QC 1000, the PCAOB introduced a new role, the EQCF, required for firms that 
issue audit reports with respect to more than 100 issuers (paragraph .28). The CAQ raised several 
questions and concerns about this new requirement in our comment letter to the SEC on the final 
standard, and while we acknowledge the PCAOB’s effort to provide more clarity on the EQCF 
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requirement through its comment letter to the SEC1 and other resources on the PCAOB website, 
challenges related to implementing this requirement remain. The PCAOB has suggested that firms 
can “integrate the EQCF into their current practices without the need for significant restructuring 
or additional resources, thereby minimizing the financial and operational burden of compliance.”2 
However, this role differs from firms’ existing advisory boards (if they have one) and has 
necessitated the hiring of new individuals, which takes time and resources as we raised in our 
prior letter to the SEC.3 
 
Some firms, especially mid-sized firms just above the 100-issuer threshold, are still in the process 
of recruiting and interviewing potential candidates for the EQCF role. The challenges that these 
firms face in recruiting a qualified candidate for the EQCF role, if they can recruit at all, are different 
and more pronounced than for the largest firms. Specifically, some firms are experiencing that the 
pool of qualified individuals who are interested, not conflicted, and not prohibited by other 
arrangements to serve as an EQCF is fairly small. Therefore, some mid-sized firms have not yet 
been able to even identify potential candidates for the role.  

 
b) Automated independence system 

QC 1000 paragraph .34a requires firms that issue audit reports with respect to more than 100 
issuers to have an automated independence system. Some mid-sized firms do not currently have 
an automated independence system and are going through the process of selecting, procuring, 
and implementing an automated system. This process takes time and is a change in practice that 
necessitates extensive resources, communication, employee training, and onboarding to the new 
system. In our prior comment letter to the PCAOB on the QC 1000 proposal, we raised concerns 
about the threshold for the automated independence system, specifically that for mid-size firms 
that do not already have these systems in place, it would require a significant investment.4 The 
PCAOB stated in the Adopting Release that nine out of 14 annually inspected firms (at the time of 
the Adopting Release) already have an automated system in place, but gives minimal 
consideration the impact of the investment on the mid-size firms that do not already have such a 
system in place.5 Additional time to implement the automated independence system is needed 
for some mid-sized firms.  
 

c) Documentation requirements 
QC 1000 requires that documentation must be in sufficient detail to enable an experienced auditor 
to understand the design, implementation, and operation of the system of quality control, 
including the quality objectives, quality risks, quality responses, monitoring activities, remedial 
actions, and basis for the conclusions reached in the evaluation of the system of quality control 
(paragraph .83). This experienced auditor threshold is a difference from ISQM 1, which requires 
documentation of the design, implementation, and operation of responses that is sufficient to 
support the evaluation of the system by those assigned ultimate responsibility and accountability, 

 
1 PCAOB Comment Letter to SEC Regarding QC 1000 
2 See PCAOB Comment Letter to SEC Regarding QC 1000, page 16. 
3 See CAQ Comment Letter to the SEC. 
4 See CAQ Comment Letter.  
5 See PCAOB Release 2024-005, page 357. 

https://www.sec.gov/comments/pcaob-2024-02/pcaob202402-507675-1475822.pdf
https://www.sec.gov/comments/pcaob-2024-02/pcaob202402-507675-1475822.pdf
https://www.thecaq.org/wp-content/uploads/2024/07/CAQ-_SEC_QC-1000_07.02_signed.pdf
https://assets.pcaobus.org/pcaob-dev/docs/default-source/rulemaking/docket046/18_caq4efcc8ea-9519-4423-82bb-c6406355e386.pdf?sfvrsn=acd4553a_4
https://assets.pcaobus.org/pcaob-dev/docs/default-source/rulemaking/docket046/2024-005-qc1000.pdf?sfvrsn=355bf24_2
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allowing firms to tailor the volume of documentation to be retained based on the complexity of 
the firm’s QC system.   
 
Further, QC 1000 establishes a seven-year retention requirement for all documentation 
(paragraph .86). These differences require firms to maintain significantly more documentation 
than what is required under ISQM 1 and necessitate new policies, processes, and for some firms, 
systems related to retaining documentation. These changes take time, additional resources and, 
in some cases, may require coordination with vendors and technology providers as well as training 
individuals with roles in the QC system that are not familiar with the experienced auditor threshold 
to ensure documentation retention requirements will be met. This concern was raised in our prior 
comment letter to the PCAOB on the QC 1000 proposal where we expressed concerns about the 
breadth of documentation that would need to be retained by firms.6 In response to feedback, the 
PCAOB stated in the Adopting Release that it continues to believe that the experienced auditor 
threshold is scalable and therefore, not overly burdensome for firms.7  
 

d) Prescribed evaluation date  
QC 1000 prescribes an evaluation date of September 30th, which limits the scalability of the 
standard and poses substantial operational challenges for some firms. Several firms have used an 
evaluation date other than September 30th under ISQM 1 but now are required to adjust the 
timing of quality control processes, such as evaluation and reporting processes, to support an 
evaluation as of September 30th. This has downstream effects throughout the organization of 
these firms, increasing the costs and time to comply with QC 1000 without commensurate benefits.  
 
We previously raised these concerns about the prescribed evaluation date in our comment letter 
to the PCAOB on the QC 1000 proposal. Now as firms implement QC 1000, we are seeing that the 
prescribed evaluation is particularly challenging for international firms registered with the PCAOB 
that have intentionally selected an ISQM 1 evaluation date that aligns with their transparency 
reporting requirements and therefore, it may be especially challenging or impractical to change 
their ISQM 1 evaluation date without also changing their firm’s fiscal year end date.8 As a result, 
those firms may need to have two different evaluation dates. The PCAOB Adopting Release said 
that firms “would be free to change their evaluation date under other QC standards so that the 
evaluation dates coincide” thereby minimizing the costs having multiple evaluation dates without 
acknowledging the required transparency reporting timeline.9 Moving the QC system evaluation 
date takes time and, in many cases, requires coordination across a global network of firms, 
including with various other regulatory bodies.  

 
e) Evaluation framework 

QC 1000 introduces a different framework for evaluating the firm’s system of quality control 
compared with ISQM 1. For example, QC 1000 introduces additional, prescriptive requirements, 

 
6 See CAQ Comment Letter.  
7 See PCAOB Release 2024-005, page 286. 
8 See Article 13 of Regulation (EU) No 537/2014 of the European Parliament and of the Council: “A statutory auditor 
that carries out the statutory audit of a public interest entity shall make public an annual transparency report at the 
latest four months after the end of each financial year.” 
9 See PCAOB Release No. 2024-005, page 246. 

https://assets.pcaobus.org/pcaob-dev/docs/default-source/rulemaking/docket046/18_caq4efcc8ea-9519-4423-82bb-c6406355e386.pdf?sfvrsn=acd4553a_4
https://assets.pcaobus.org/pcaob-dev/docs/default-source/rulemaking/docket046/2024-005-qc1000.pdf?sfvrsn=355bf24_2
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02014R0537-20140616
https://assets.pcaobus.org/pcaob-dev/docs/default-source/rulemaking/docket046/2024-005-qc1000.pdf?sfvrsn=355bf24_2


 
 

Page 5 of 11 
 

including (1) new requirements to look to other in-process and completed engagements when 
matters are identified as a part of the monitoring and remediation processes (paragraph .68d), (2) 
differing evaluation conclusions and a different threshold for assessing effectiveness of remedial 
actions (paragraph .77), as well as (3) a new evaluation of “major QC deficiencies.” Addressing 
each of these significant differences may require the design and implementation of updated 
policies and processes. As described further in section 3c below, we strongly recommend aligning 
the evaluation framework under QC 1000 with ISQM 1. Should differences remain between the 
evaluation frameworks, some firms are seeking additional time to fully implement the different 
evaluation framework under QC 1000 and perform a “dry run” of the evaluation. 
 

Firms are working diligently and making significant progress on the implementation of QC 1000, but 
deferring the effective date of QC 1000 by one year and using a phased approach for firms who audit fewer 
than 100 issuers would allow more time for firms to: 
 

(1) implement the incremental requirements of QC 1000 that exceed those of ISQM 1; 
 

(2) further engage with the SEC and/or PCAOB related to implementation questions; and 
 
(3) perform a dry run of QC 1000 processes (particularly the new processes added to comply with 

QC 1000) and the annual evaluation prior to the standard becoming effective. 
 
Further, a phased approach to implementation would provide smaller firms that audit fewer than 100 
issuers an additional year (i.e., an effective date of December 15, 2027).10  
 
2. Issue written implementation guidance. 
 
Deferring the effective date would enable the PCAOB to issue written implementation guidance responsive 
to the questions that have been raised related to QC 1000. While we appreciate the PCAOB’s efforts to 
date to provide implementation resources, including videos, knowledge checks, and in-person workshops, 
these resources have largely been “re-packaging” of the PCAOB’s adopting release. Additional written 
interpretive guidance such as Frequently Asked Questions (FAQs) and responses with practical examples 
is needed. Such written guidance would assist the profession with interpretative questions and level-set 
as to expectations regarding the application of certain requirements prior to QC 1000 becoming effective. 
Written guidance that is published in a format that is authoritative and can be easily referred back to in 
the future is needed to support profession-wide effective and consistent implementation of QC 1000.11  
 
As we have requested previously of both the SEC and PCAOB, there is also a need for a more formal, well-
publicized consultation protocol with the PCAOB to address firm-specific questions. While some firms have 

 
10 This approach would be similar to the effective date for AS 1000, for which the PCAOB provided firms that audit 
fewer than 100 issuers with an additional year to implement the 14-day documentation completion requirement. As 
explained in the AS 1000 Release, extending the effective date of the documentation completion requirement was 
responsive to stakeholder feedback that smaller firms need more time to prepare for implementation. The same is 
true for QC 1000 – smaller firms need additional time to prepare for implementation. 
11 PCAOB AS 1000.15 clarified that PCAOB “auditing interpretations” should be taken into account when complying 
with PCAOB standards (therefore, making auditing interpretations authoritative).  

https://assets.pcaobus.org/pcaob-dev/docs/default-source/rulemaking/docket-049/2024-004-as1000.pdf?sfvrsn=3ba6358a_2
http://pcaobus.org/oversight/standards/auditing-standards/details/as-1000--general-responsibilities-of-the-auditor-in-conducting-an-audit
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engaged the PCAOB with questions on various matters, a process that is well known – similar to how 
issuers consult with the SEC on particularly challenging or judgmental accounting and reporting matters – 
and that, when appropriate, results in written feedback noting the PCAOB’s conclusions is important to 
give firms confidence in the guidance they receive. Questions and responses could also be assessed to 
determine whether they are likely to be applicable to other registered firms and, when appropriate, 
disclosed on an anonymized basis in the form of written FAQs. This would further promote consistent 
application of the requirements and provide greater transparency for all stakeholders.   
 
Since the SEC’s approval, firms have been raising thoughtful questions about certain QC 1000 
requirements (both individually and through participation in CAQ meetings) to the PCAOB Staff, which 
would be a good starting point for providing written implementation guidance. While some of these 
questions have been answered orally through discussions with the PCAOB Staff, we think that it is 
important that answers are provided in writing and broadly accessible. As an example, firms and the CAQ 
have previously discussed questions with the PCAOB Staff regarding documentation retention 
expectations and communications with other participants. Publishing answers in writing to the specific 
questions raised would enable all firms as well as PCAOB inspections staff to have access to the same 
useful information on interpretations and expectations. 
 
3. Gather input on whether targeted amendments to QC 1000 would enhance the scalability of the 

standard and address unintended consequences. 
 
As noted several times above, as firms are implementing QC 1000, certain concerns raised during the 
standard-setting process have manifested as reality. In connection with a deferral of the effective date, we 
encourage the PCAOB (and SEC) to engage with stakeholders, including audit practitioners of firms of all 
sizes, and gather input on the practical challenges and unintended consequences that have arisen – some 
of which were foreseen and others of which were not – in applying requirements of QC 1000 and consider 
more cost-effective alternatives to these requirements that would still achieve the objective of the 
standard.  
 
Examples of areas where the PCAOB should gather input on targeted amendments include:   
 

a) Design-only requirement 
QC 1000 requires all firms registered with the PCAOB, even if they have not and do not plan to 
perform engagements pursuant to PCAOB standards, to design a system of quality control in 
accordance with QC 1000. The design-only requirement is a challenge for certain smaller firms, 
including those that are part of a global network, who are registered with the PCAOB but do not 
perform any engagements in accordance with PCAOB standards. In our prior comment letter to 
the PCAOB on the QC 1000 proposal, we raised concerns about the burden of the design-only 
requirement on smaller firms registered with the PCAOB.12  The PCAOB stated in the Adopting 
Release that “if … a firm does not lead and does not plan to lead engagements or play a substantial 
role in engagements pursuant to PCAOB standards, then we believe that the firm should assess 
whether the costs of complying with the design requirement are commensurate with their 
perceived benefit of being registered with the PCAOB.”13 These concerns are manifesting as we 

 
12 See CAQ Comment Letter. 
13 See PCAOB Release No. 2024-005, page 61. 

https://assets.pcaobus.org/pcaob-dev/docs/default-source/rulemaking/docket046/18_caq4efcc8ea-9519-4423-82bb-c6406355e386.pdf?sfvrsn=acd4553a_4
https://assets.pcaobus.org/pcaob-dev/docs/default-source/rulemaking/docket046/2024-005-qc1000.pdf?sfvrsn=355bf24_2
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have heard from certain of our member firms that this requirement has led some firms in their 
global network to begin the process of deregistering with the PCAOB.14 While nearly every firm 
has implemented or is in the process of implementing ISQM 1, the differing requirements of QC 
1000 as compared to ISQM 1 create a significant amount of work for these firms to comply with 
the design-only requirement, leading to a substantial cost without a commensurate benefit.  
 
At a minimum, if the design-only requirement remains, we strongly encourage a phased-in 
approach to this requirement, which would provide firms with additional time (i.e., one year after 
the effective date) to comply with the design-only requirement.  
 

b) 100-issuer threshold for EQCF, automated independence system, and in-process engagement 
monitoring, or at a minimum phase-in the requirement 
As we summarize above, for mid-sized firms just above the 100-issuer threshold that audit only a 
small percentage of the US public company market share, certain incremental requirements such 
as EQCF, automated independence system, and in-process engagement monitoring are 
disproportionately burdensome and limit the standard’s scalability.  
 
As described above, the costs and time to recruit and hire individuals to perform the EQCF role 
are more pronounced for some firms that audit just above 100 issuers. Similarly, while the largest 
firms have been required to have an automated independence system in accordance with existing 
SEC rules,15 several mid-sized firms that audit between 100 and 500 issuers did not have such 
systems in place and are now spending time and resources to select, procure, and implement a 
new automated independence system. Finally, some mid-sized firms have not formalized in-
process monitoring programs and are spending significant time and resources to establish a 
program.  
 
Implementing all of these incremental requirements in the short implementation period is a 
challenge for many firms. We encourage reconsidering a higher threshold for these requirements, 
such as 500 issuers. In our prior letter to the PCAOB on the QC 1000 proposal, we also raised 
concerns about the 100-issuer threshold and emphasized that the number of issuer audit reports 
issued during a given year is not necessarily indicative of the size, structure, and complexity of 
firms. We encouraged the PCAOB to conduct outreach with firms who would be impacted by these 
requirements and consider if an increased threshold may be appropriate. The PCAOB stated in the 
Adopting Release that they continue to be believe that the 100 issuer threshold is appropriate and 
“that larger PCAOB audit practices that audit a greater number of issuers are more likely to have 
the resources to be able to effectively comply with the incremental requirements at a level 

 
14 We are not able to readily see on the PCAOB’s website the number of firm de-registrations, including both US 
and global network firms, over an applicable period of time. We encourage the PCAOB and SEC to evaluate how de-
registrations have increased as a result of these changes and consider enhancing transparency.  
15 Regulation S-X Rule 2-01(d)(4)(ii) states:  

For an accounting firm that annually provides audit, review, or attest services to more than 500 companies 
with a class of securities registered with the Commission under section 12 of the Securities Exchange Act of 
1934 (15 U.S.C. 78l), a quality control system will not provide such reasonable assurance unless it has at 
least the following features: … (ii) With respect to partners and managerial employees, an automated 
system to identify their investments in securities that might impair the accountant's independence; … 
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commensurate to the risk.”16  Additionally, the PCAOB stated that “firms are familiar with the 
proposed threshold of issued audit reports for more than 100 issuers, because it is used to 
determine which firms are subject to annual PCAOB inspection.” 17  However, we continue to 
believe that additional consideration should be given to the differing size, complexity, and 
available resources of firms that audit just over 100 issuers. 
 
At a minimum, if the 100-issuer threshold remains, we strongly encourage a phased-in approach 
to these requirements, which would provide firms that audit between 100 and 500 issuers with 
additional time (i.e., one year beyond the deferred effective date) to comply with the 
requirements.  
 

c) Evaluation date and framework  
As discussed above, QC 1000 introduces a prescribed evaluation date as well as a different 
framework for evaluating the firm’s system of quality control compared with ISQM 1. We 
understand those provisions were particularly relevant when the PCAOB was initially 
contemplating public reporting of a firm’s conclusions. However, given that reporting on the QC 
1000 evaluation per the final standard is non-public, we do not believe that there continues to be 
a need for these differences.  
 
With respect to the evaluation date, the PCAOB currently inspects firms with different evaluation 
dates under ISQM 1 and has been able to adjust its inspection process to address those differences 
in timing and firm processes, which we would expect to continue to be a reasonable approach for 
the PCAOB’s inspection of QC systems under QC 1000. In the Adopting Release, the PCAOB 
indicates that the benefit of the prescribed evaluation date is to provide more current information 
for the PCAOB when it selects firms and engagements for inspections.18 We question whether this 
benefit is commensurate with the costs. 
 
With respect to the evaluation framework, the different evaluation conclusions and threshold for 
evaluating the effectiveness of remedial actions under QC 100019 may lead a firm to conclude that 
the QC system under ISQM 1 provides the firm with reasonable assurance that the objectives of 
the system of quality management are being achieved (i.e., is effective)20 but the QC system under 

 
16 See PCAOB Release No. 2024-005, page 67. 
17 Ibid. 
18 See PCAOB Release No. 2024-005, page 371.  
19 In accordance with QC 1000 paragraph .77a, the firm must evaluate the effectiveness of its QC system and conclude 
whether it is effective with “no unremediated QC deficiencies.” Paragraph .77 notes that an unremediated QC 
deficiency “is one for which remedial actions that completely address the QC deficiency have not been fully 
implemented, tested, and found effective.” The requirement to test remedial actions differs from ISQM 1 which 
recognizes that remedial actions may take time to operate and provides a framework for a firm to consider whether 
remedial actions taken up to the time of the evaluation are effective when a remedial action still may need some 
time to operate. 
20 In accordance with ISQM 1 paragraph 54, a firm must conclude one of the following: 

a. The system of quality management provides the firm with reasonable assurance that the objectives of 
the system of quality management are being achieved; 

 

https://assets.pcaobus.org/pcaob-dev/docs/default-source/rulemaking/docket046/2024-005-qc1000.pdf?sfvrsn=355bf24_2
https://assets.pcaobus.org/pcaob-dev/docs/default-source/rulemaking/docket046/2024-005-qc1000.pdf?sfvrsn=355bf24_2
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QC 1000 is something other than “effective with no unremediated QC deficiencies.”21 In our prior 
comment letter to the PCAOB on the QC 1000 proposal, we expressed concern that these differing 
conclusions could cause confusion for stakeholders.22 Although the PCAOB acknowledged in the 
Adopting Release that firms may reach two different conclusions on the effectiveness of a firm’s 
QC system under QC 1000 and ISQM 1, the PCAOB concluded that such situations would not be 
problematic or cause confusion for stakeholders because neither QC 1000 nor ISQM 1 require 
public disclosure of the firm’s conclusion, but failed to consider the impact of transparency 
reporting requirements.23 While Form QC is not public, many PCAOB-registered firms across the 
globe are subject to transparency reporting that requires the firm to report on the firm’s overall 
conclusion of the effectiveness of the firm’s QC system and, in some cases, provide details about 
issues and remedial actions when the conclusion is something other than “effective.”  
 
In the scenario where a firm has different conclusions under QC 1000 and ISQM 1, a firm would 
have to further evaluate how to proceed with their transparency reporting to avoid potential 
unintended consequences, including whether it could be perceived as misleading or confusing to 
only disclose one conclusion under one standard (when a different conclusion under another 
standard exists) and whether disclosing the QC 1000 conclusion would result in disclosing details 
about the firm’s QC system that would likely include information that the Sarbanes-Oxley Act 
intended to be nonpublic. These are significant unintended consequences for firms and there 
doesn’t appear to be a benefit to the different evaluation framework used in QC 1000. In addition 
to the unintended consequences, firms will incur additional costs to perform two separate 
evaluations, with no commensurate benefit to audit quality or investor protection. Aligning the 
evaluation framework in QC 1000 to that in ISQM 1 would be beneficial for firms and enhance the 
ongoing efficiency of performing evaluations of the system of quality control. 
 

d) Roles and responsibilities 
QC 1000 paragraph .12 specifies certain roles and responsibilities that must be assigned to a single 
individual in the firm. Each specified role cannot be split or shared by multiple individuals. Some 
of these roles, such as operational responsibility for the firm’s compliance with ethics and 
independence requirements (paragraph .12b), combine responsibility for discrete areas within a 
firm that otherwise are often overseen by two individuals given the differing skills and experience 
required to effectively oversee each area. Requiring that only one individual hold the ethics and 
independence role requires some firms to change their operational structure to align roles with 

 
b. Except for matters related to identified deficiencies that have a severe but not pervasive effect on the 

design, implementation and operation of the system of quality management, the system of quality 
management provides the firm with reasonable assurance that the objectives of the system of quality 
management are being achieved; or 

c. The system of quality management does not provide the firm with reasonable assurance that the 
objectives of the system of quality management are being achieved. 

21 In accordance with QC 1000 paragraph .77, a firm must conclude that its QC system: 
a. Is effective with no unremediated QC deficiencies; or 
b. Is effective except for one or more unremediated QC deficiencies that are not major QC deficiencies; 

or 
c. Is not effective (one or more major QC deficiencies exists). 

22 See CAQ Comment Letter. 
23 See PCAOB Release No. 2024-005, pages 243-244. 

https://assets.pcaobus.org/pcaob-dev/docs/default-source/rulemaking/docket046/18_caq4efcc8ea-9519-4423-82bb-c6406355e386.pdf?sfvrsn=acd4553a_4
https://assets.pcaobus.org/pcaob-dev/docs/default-source/rulemaking/docket046/2024-005-qc1000.pdf?sfvrsn=355bf24_2
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those required by paragraph .12, which poses unnecessary operational challenges and disruptions 
for firms without a commensurate benefit. In our prior comment letter to the PCAOB on the QC 
1000 proposal, we raised this same concern.24 In response, the PCAOB stated that firms can have 
multiple individuals or multiple layers of individuals supporting these roles, but did not 
acknowledge that such an approach still requires changes to a firm’s operational structure.25 As 
firms have started implementing QC 1000, the operational challenges discussed in that letter have 
manifested. We instead propose that the paragraph be revised to allow flexibility (e.g., for the role 
to be shared by two individuals if necessary or for role to be split into separate roles). 
 
Further, some international firms registered with the PCAOB utilize resources from outside their 
registered firm, but within the global firm’s network with appropriate contractual arrangements 
in place, to perform certain of the functions specified in paragraph .12, such as the monitoring 
and remediation and ethics and independence roles. Some international firms that have smaller 
PCAOB audit practices have found that using others from outside the registered firm to perform 
these roles has had a positive impact on audit quality as it brings the right competent and 
experienced individuals with relevant subject matter expertise to the firm. As a result of the 
requirement that individuals serving in the paragraph .12 roles meet the definition of “firm 
personnel,” some firms would need to exercise additional unnecessary effort to identify 
appropriate resources within each network member firm, including organizational changes, 
education, and training. In addition, firms may need to identify new arrangements with network 
personnel to assist in these roles in order that they can meet the definition of “firm personnel” as 
required by QC 1000.   

 
We look forward to engaging with the PCAOB and SEC on the concerns raised above, as well as additional 
areas of concern that may arise as firms continue to prepare to implement a standard as robust as QC 
1000. Ongoing dialogue with the PCAOB and SEC around practical challenges and unintended 
consequences of the requirements in QC 1000 will be critical to a successful implementation and enable 
the PCAOB and SEC to address concerns in a proactive manner that will ultimately best support audit 
quality.  

 
***** 

 
  

 
24 See CAQ Comment Letter. 
25 See PCAOB Release 2024-005, page 83. 

https://assets.pcaobus.org/pcaob-dev/docs/default-source/rulemaking/docket046/18_caq4efcc8ea-9519-4423-82bb-c6406355e386.pdf?sfvrsn=acd4553a_4
https://assets.pcaobus.org/pcaob-dev/docs/default-source/rulemaking/docket046/2024-005-qc1000.pdf?sfvrsn=355bf24_2
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We would be pleased to discuss our comments or answer questions regarding the views expressed in this 
letter. Please address questions to Erin Cromwell (ecromwell@thecaq.org), Dennis McGowan 
(dmcgowan@thecaq.org) or Vanessa Teitelbaum (vteitelbaum@thecaq.org). 
 

Sincerely, 

 
Dennis J. McGowan, CPA 
Vice President, Professional Practice 
Center for Audit Quality 
 
cc: 
 
PCAOB  
Christina Ho, Board member  
Kara M. Stein, Board member  
Anthony C. Thompson, Board member  
Barbara Vanich, Chief Auditor 
 
SEC  
Paul S. Atkins, Chair 
Caroline A. Crenshaw, Commissioner  
Hester M. Peirce, Commissioner  
Mark T. Uyeda, Commissioner 
Kurt Hohl, Chief Accountant 
Anita Doutt, Acting Deputy Chief Accountant 
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