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June 26, 2024 

Vanessa A. Countryman 
Secretary 
Securities and Exchange Commission 
100 F Street NE 
Washington, DC 20549-1090 
 

Dear Secretary Countryman and SEC Commissioners: 

Re: PCAOB-2024-02: Proposed Adoption of A Firm’s System of Quality Control and other amendments 
to PCAOB Standards, Rules and Forms 

Johnson Global Advisory is pleased to submit its comments on the PCAOB’s proposed adoption of A Firm’s 
System of Quality Control and other amendments to PCAOB Standards, Rules, and Forms (collectively, the 
“proposed rules”).  

Johnson Global Advisory’s mission is to be the most innovative and technically excellent advisory firm at 
the intersection of companies, auditors, and regulators, that improves investor decision-making 
confidence. We help firms interpret, respond, and comply with global auditing and financial reporting 
standards and regulatory requirements, including those standards set by the PCAOB. Our team of financial 
reporting quality advisors help prepare firms to perform high quality audits using innovative tools with a 
shared commitment to implement effective policies, procedures, and controls. We also provide firms with 
integrated software and service solutions to help them comply with audit quality standards.  To date, we 
have advised a variety of firms on the implementation of International Standard on Quality Management 
(ISQM) 1 and Statement on Quality Management Standards (SQMS) No. 1.  

We serve a diverse group of audit firms ranging from single office firms to more complex regional firms 
and the top 20 firms.  We have seen that when audit firms invest in their system of quality management, 
audit quality improves.    

Overall, we support and share the PCAOB’s objective to enhance and strengthen a firm’s quality control 
system by adopting updated quality standards to improve and promote audit quality. We agree with the 
PCAOB’s focus on quality risks. The ability to scale and tailor the proposal to the nature of a firm’s practice 
is also essential. The proposed rules modernize the existing standards and bring consistency by 
incorporating the SEC Practice Section (SECPS) requirements.  

As we stated on February 1, 2023, in our comment letter to the PCAOB on the proposed standard (see 
copy attached), our overarching concern is whether this proposal is operational for all PCAOB-registered 
firms, especially those that are not annually inspected. This concern remains. We specifically request 
additional time for the firms to evaluate the implications for their practices, especially, for any changes 
from the original proposal. Our key comments are set out below. 

1. Focus on adopting “one system of quality control” 
 

We believe that investors and audit quality are best served by audit firms having “one system of 
quality control” - one system that allows for compliance with varying standards, rules and regulations. 
The International Auditing and Assurance Standards Board’s ISQM 1 and the similar AICPA SQMS No. 
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1 serve that purpose. Each of these standards is in effect and requires firms to ensure that their quality 
management system provides reasonable assurance that audits are performed in accordance with 
the applicable standards and local laws and regulations. The PCAOB proposed rule differs in several 
areas from ISQM 1 and SQMS 1 and these differences will impose additional challenges and costs on 
smaller firms with no discernable contribution to audit quality. In fact, based on work with firms 
worldwide that have already implemented ISQM 1, we share their concerns that implementing yet an 
additional (or in many cases, a third) new standard intending to address the same objectives will 
distract limited firm resources away from continuous audit quality improvement. Instead, these 
resources will spend more time differentiating between and ensuring compliance over the multiple 
standards across multiple jurisdictions. We continue to encourage the Board to reduce the differences 
with ISQM 1 and SQMS 1. The additional requirements and specificity that the PCAOB seeks through 
introducing these differences could be more effectively achieved through practice aids or other 
explanatory materials.  
 

2. Clarify definition of other professionals or organizations that the firm uses in connection with the 
firm’s system of quality control 

The standard defines “other participants” as “accounting firms (foreign or domestic, registered or 
unregistered), accountants, and other professionals or organizations, other than firm personnel, 
whose responsibilities include assisting with the performance of the firm’s engagements or the 
design, implementation, or operation of the firm’s QC system, including engagement quality reviews.”  
The standard further notes that “in designing, implementing, and operating it’s QC system, the firm 
will have to address not only firm personnel but also other auditors and other professionals or 
organizations that the firm uses in connection with the firm’s QC system or the performance of its 
engagements.”.  The standard also indicates that “the firm’s own QC system must address all the work 
done on the firm’s engagements and in connection with the design, implementation and operation of 
the firm’s QC system itself, regardless of who does it.” 

While it is clear how the scope of the Standard applies to certain categories included in the definition 
of “other participants” such as other accounting firms, other accountants, personnel at shared service 
centers outside the firm, internal auditors of the client that provide direct assistance to the auditor, 
specialists engaged by the firm and networks, it is not clear if firms should include other professionals 
and or organizations that provide advisory services in the design, implementation and operation of 
the system of quality management as an “other participant” as it is currently defined in the standard.  
We therefore encourage the Board to provide further clarity on which types of other professionals or 
organizations that assist the firm with the design, implementation and operation of the firm’s system 
of quality control, should be included in the definition of “other participants”. 

3. Provide smaller firms with options that allow for better scaling and cost containment 

As a practical alternative, we propose amending the rule to provide smaller firms (e.g. triennially 
inspected firms with less than 100 issuers) with the option to comply with ISQM 1 or SQMS 1 as an 
acceptable alternative to QC 1000. We believe that this would achieve the same quality objectives 
and goals without requiring firms to build additional infrastructure. ISQM 1 and SQMS 1 principles-
based requirements envision that audit firms will need to adapt the requirements to the varying legal 
and standard requirements that may apply to an engagement. For example, ISQMS 1 requires that 
quality objectives include the independence and ethical requirements that apply to a firm’s 
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circumstances. This principles-based requirement would, therefore, also include SEC requirements 
where a firm or its engagements are subject to them.  It does not therefore seem necessary to also 
require firms to supplement their existing systems with additional requirements. 

4. Provide additional time for evaluation and implementation 
 

The proposed rule approximates almost 500 pages. For smaller firms with less resources, the ability 
to understand and digest the proposal is a significant concern. We remain deeply concerned that 
smaller firms may not have had adequate opportunity to consider the impact of the proposed 
standard and the proposed rule. Challenges they may face in practice may therefore have not yet 
surfaced. Without this additional time or outreach to this group of firms, they may inadvertently be 
set up for additional inspection and enforcement actions, further increasing their costs and pushing 
more firms from the marketplace.    

We support the PCAOB’s efforts to modernize these standards. We remain concerned about the 
implementation challenges for smaller firms.  We would be pleased to discuss our comments with you at 
your convenience. Please direct any questions to Jackson Johnson, President (jjohnson@jgacpa.com), Joe 
Lynch, Shareholder and Managing Director (jlynch@jgacpa.com) or Santina Rocca, Managing Director 
(srocca@jgacpa.com). They may be reached at (702) 848-7084. 

 

Sincerely, 

 

 

Johnson Global Advisory   
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Appendix – Copy of Comment Letter to PCAOB February 1, 2023 
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