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The new standard, QC 1000, A Firm’s System of Quality Control, adopted by the Board! and approved by
the U.S. Securities and Exchange Commission,? will replace the Board’s quality control standards that
were adopted on an interim, transitional basis in 2003 from quality control standards originally
developed and issued by the American Institute of Certified Public Accountants. QC 1000 requires a firm
to design, implement, and operate an effective QC system.

QC 1000 includes requirements that do not appear in other quality control standards or that are more
prescriptive or more specifically tailored to the U.S. legal and regulatory environment. Firms may find it
helpful to refer to the comparison document that maps the text of QC 1000 against the requirements of
the International Standard on Quality Management 1, Quality Management for Firms that Perform
Audits or Reviews of Financial Statements, or Other Assurance or Related Services Engagements (“ISQM
1”), adopted by the International Auditing and Assurance Standards Board (“IAASB”), and the Statement
on Quality Management Standards No. 1, A Firm's System of Quality Management (“SQMS 1”), adopted
by the American Institute of CPAs (“AICPA”).

This practice aid is intended to provide a high-level overview of certain features unique to QC 1000,
including highlighting incremental requirements that QC 1000 imposes on firms that issued audit reports
for more than 100 issuers in the prior calendar year (also referred to as firms with a larger PCAOB audit
practice).

There are differences in wording and terminology in other areas of QC 1000 that are not highlighted in
this publication. This is not a comprehensive summary. All firms registered with the Board are
responsible for reading, understanding, and complying with the requirements of QC 1000, including
understanding any differences in the requirements relative to ISQM 1 and SQMS 1.

This practice aid was prepared by staff of the Office of the Chief Auditor as a reference tool for the new
standard. This document represents the views of PCAOB staff and not necessarily those of the Board. It
is not a rule, policy, or statement of the Board. Finally, this document does not reflect the views of the
IAASB or AICPA regarding the interpretation of their standards.

1 PCAOB Release No. 2024-005, A Firm's System of Quality Control and Other Amendments to PCAOB Standards, Rules, and
Forms (May 13, 2024).

2 SEC, Public Company Accounting Oversight Board; Order Granting Approval of QC 1000, A Firm’s System of Quality Control,
and Related Amendments to PCAOB Standards, Rules, and Forms, Rel. No. 34-100968 (Sept. 9, 2024).
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https://pcaobus.org/oversight/standards/qc-standards/details/qc-1000--a-firms-system-of-quality-control
https://assets.pcaobus.org/pcaob-dev/docs/default-source/standards/documents/comparison-of-qc-1000-with-isqm-1-and-sqms-1.pdf?sfvrsn=43edb009_2
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

The following diagram highlights provisions of QC 1000 that may go beyond the provisions of other quality control standards (requirements that
only apply to firms with a larger PCAOB audit practice are in blue text):

Evaluation & Reporting

1
1
. Requirement to evaluate QC system annually as :
of September 30 1
. Three conclusions possible on annual evaluation 1
of QC system :

. Defines major QC deficiency

1
Requirement to report to PCAOB on the results :
of the annual evaluation :
o Individuals with ultimate responsibility :
and accountability for the QC systemasa 1
whole and operational responsibility and :
accountability for the QC system as a :
whole are required certify the firm'’s 1
report to the PCAOB :

Governance & Leadership

. Requirement to establish and maintain clear
lines of responsibility and supervision within the
QC system up to and including the principal
executive officer

° For firms with a larger PCAOB audit practice:

o Requirement to have an external 4
oversight function for the QC system
o Requirement to have a program for

collecting and addressing complaints and
allegations that includes confidentiality
protections

Ethics & Independence

. Quality objectives and specified quality
responses are tailored to the U.S. regulatory
environment

o For firms with a larger PCAOB audit practice,
requirement to have an automated system for
identifying investments in securities that might
impair independence
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Monitoring & Remediation Process

. Bifurcates monitoring into engagement and QC-system
. Defines engagement deficiency, QC observation, and QC

1

1

1

! . . PR

1 level monitoring activities
1

1

1

1

deficiency and includes requirements for their
determination

° For firms with a larger PCAOB audit practice,
requirement to monitor in-process engagements

. Other firms should consider monitoring in-process
engagements (engagement is a defined term under QC

e s
Quality Objectives 1
. Certain quality objectives direct firm personnel to :

comply with the firm’s policies and procedures :

1
Information & Communication :
. Quality objective about communications on firm-level 1
and engagement-level information to external parties :
Requirement to communicate in writing the firm’s :
policies and procedures related to the operation of the 1
firm’s QC system and the performance of its :
engagements to firm personnel and other participants :
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: Resources

1. Requirement related to firm personnel to adhere to

: appropriate standards of conduct

I e Requirement for policies and procedures to address

certain enumerated competencies, as well as other
competencies as necessary in the circumstances
Requirements related to mandatory training, licensure,
and characteristics of technological resources

Firm’s Risk Assessment Process
. Requirement to annually identify and assess quality risks

Roles & Responsibilities (QC 1000.10-.17)

Documentation (QC 1000.81-86)

. QC 1000 requires the firm to assign specific roles and responsibilities to firm personnel (defined in .A5 of Appendix A to QC 1000). Only one individual may be assigned responsibility for each role specified in QC 1000.12.

1
1
1
1
1
. QC 1000 requires, with respect to the operation of the QC system, the documentation to include documentation that enables an experienced auditor to evaluate the operation of the quality responses. :
1
1
1
1

. Under QC 1000, firms are required retain the documentation of their QC system (required under paragraphs .81-.83 and paragraph .85) for seven years from the QC documentation completion date, unless a longer period
of time is required by law.
[}
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Other participants

Under QC 1000, a firm’s QC system covers activities of not just the firm and firm personnel, but also
activities of other participants, which goes beyond the provisions of other quality control standards.
QC 1000 includes references to other participants in a tailored and context-specific way that recognizes

the key roles they play.

The following diagram provides the definitions and examples of firm personnel and other participants
(also found in Appendix A of QC 1000).
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Firm Personnel

Individual proprietors, partners, shareholders, members or
other principals, accountants, and professional staff of a
registered public accounting firm whose responsibilities
include assisting with:

(1) The performance of the firm’s engagements; or

(2) The design, implementation, or operation of the firm’s
QC system, including engagement quality reviews.

Professional staff includes employees as well as individuals,

such as non-employee contractors and consultants, who
work under the firm’s supervision or direction and control
and function as the firm’s employees. These individuals
include, for example, secondees and leased staff who work
under the supervision or direction and control of the firm.
Professional staff does not include persans engaged only in

clerical or ministerial tasks.

()

Other Participants

With respect to work performed in connection with the
firm’s QC system or the performance of its engagements,

other participants are accounting firms (foreign or domestic,

registered or unregistered), accountants, and other
professionals or organizations, other than firm personnel,
whose responsibilities include assisting with:

(1) The performance of the firm’s engagements; or

(2) The design, implementation, or operation of the firm’s
QC system, including engagement quality reviews.

External QC

Function
(QC 1000.28)

Secondees and
leased staff
(AS 1201)

Specialists
employed
by the firm
(AS 1201)

g

Internal auditors
of the client that
provide direct

assitance to the
auditor (AS 2605)

engaged by the
firm (AS 1210)
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The following chart illustrates references to other participants throughout the standard. Please refer to
QC 1000 for the complete text of the requirements.

Firm’s QC system QC 1000.05
e The objective of the firm’s QC system covers other participants.
Roles and responsibilities QC 1000.10

e Other participants involved in the design, implementation, and operation of the QC system are required to
exercise due professional care.

The firm's risk assessment process QC 1000.20 and .B9 of Appendix B

e Firms are required to consider the use of other participants in their risk assessment process, focusing on
the nature and extent of their involvement.

e Appendix B to QC 1000 provides an example of other participants relevant to obtaining an understanding
of the nature and circumstances of the firm and its engagement.

Governance and leadership QC 1000.29

Specified quality responses requiring:

e The firm to design, implement, and maintain policies and procedures for addressing potential
noncompliance with APLR and with the firm’s policies and procedures with respect to the QC system, the
firm’s engagements, firm personnel, and other participants. Such policies and procedures should be made
available to all firm personnel and other participants.

Ethics and independence QC 1000.31

e The quality objectives address compliance with ethics and independence requirements not just by firm
personnel, but also by others who may be subject to ethics and independence requirements in relation to
work they perform on behalf of the firm.

Engagement performance QC 1000.42

Quality objectives related to:
e Understanding and fulfilling responsibilities in accordance with APLR, including properly supervising the
work performed by other participants; and
e Differences in professional judgment related to the engagement that arise between firm personnel and
other participants.

Resources QC 1000.44

Quality objectives related to:
e Individuals who are other participants assigned to engagements have the competence, objectivity, and
time needed to fulfill their responsibilities; and
e Individuals who are other participants assigned to perform activities within the QC system have the
competence, objectivity, authority, and time needed to perform such activities.

Information and communication QC 1000.53 and .55

e Quality objective related to information to be communicated to other participants and information to be
obtained from other participants.

e Specified quality response requiring the firm to communicate in writing its policy and procedures related
to the operation of the firm’s QC system and the performance of its engagements to other participants.

Monitoring and remediation process QC 1000.65

e In determining the nature, timing, and extent of QC system-level monitoring activities, the firm is required
to take into account the services or resources provided by other participants in the firm’s QC system,
when applicable.
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