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AICPA

Date: July 26, 1993

To: Karen Neloms
Library Services

From: Steve Rojas
Personal Financial Planning

Subject: Exposure Draft Comments

INTERNAL MEMORANDUM

Enclosed are copies of written comments received on the exposure drafts of the following 
proposed Statements on Responsibilities in Personal Financial Planning Practice:

• Working With Other Advisers
• Implementation Engagement Functions and Responsibilities

These comments should be available for public inspection through July 31, 1994.

If you have any questions or need additional information, please call me at extension 3196.



July 14, 1993

PROPOSED STATEMENT ON RESPONSIBILITIES IN 
PERSONAL FINANCIAL PLANNING PRACTICE

WORKING WITH OTHER ADVISERS
SUMMARY STATEMENTS

Number

1.

Organization

Self

Name/Address

Benjamin Podgor
Attorney & Counsellor at Law
32 Abbey Street
Massapequa Park, NY 11762

Para
No.

2. Self, NJSCPA, 
NJSCPA Quality 
Control Cmte.

Paul C. Young, CPA
4th Floor
111 Broadway
New York, NY 10006

3. Self Virginia M.K. Stanley, CPA
1201 Eubank NE, Suite 2 
Albuerquerque, NM 87112

4. Self Frank M. Lusebrink
Rehmann Robson & Co., CPAs
105 E. Michigan
P.O. Box 449
Jackson, MI 49204

5. Self H. K. Dick Dameron, CPA/PFS 
Poore, Dameron & Plopa, CPAs
820 North Main
Wichita, KS 67203

6. Self Ronald H. Holm, CPA
4 North Minnesota Street
New Ulm, MN 56073-1728

10



N u m b er O r g a n i z a t i o n  N a m e /A d d r e s s  P a r a
N o .

7. Self Thomas P. Machuga, CLU
418 New London Turnpike 
Glastonbury, CT 06033

8. Self Houston D. Smith, Jr., CPA/PFS 9
Smith and Raab, P.C.
400 First Union Building 
250 East Ponce de Leon Avenue 
Decatur, GA 30030

9. Self J. Ben Vernazza, CPA/PFS A d d
to 9

10. Self, PCPS 
Technical 
Issues Cmte

Judith H. O ’Dell, Chair 
PCPS Technical Issues Cmte. 
1211 Ave. of the Americas 
New York, NY 10036-8775

11. Chairman, New 
Hampshire 
Society of 
CPAs, PFP 
Committee

Stephen J. Ferrari, CPA 
Smith, Batchelder & Rugg, CPAs 
77 Pearl Street
Manchester, NH 03101-1464 
(Member Comment: Robt. Hodge)

11

12. PFP Committee, 
Indiana CPA 
Society

Anthony C. Wrobel, CPA 
Price Waterhouse 
202 South Michigan Street 
South Bend, IN 46601

6, 7 
10

13. Self Texas Society of Certified 1(b)
Public Accountants 
PFP Committee, Ste. 100 
1421 W. Mockingbird Lane 
Dallas, TX 75247-4957

Self Hulene Dian Hill, CPA 8
Hodge, Steward & Company, P.A. 9c
P .O . Box 41168  12
Raleigh, NC 27629
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N u m ber O r g a n i z a t i o n  N a m e /A d d r e s s P a r a .
No.

15. Self Mitchell Freedman, CPA
Mitchell Freedman Accountancy 
Corp.
15260 Ventura Boulevard 
Ste. 940
Sherman Oaks, CA 91403

8, 9c 
12

16 D.C. Institute 
of C P A ' s ;  
Chair, PFP 
Cmte.

Lisa G. Rudolph, CPA
Arthur Andersen & Co.
8251 Greensboro Dr., Ste. 400 
McLean, VA 22102

17. Self Loretta McClary 
Feeley & Driscoll, P.C. 
100 North Washington St. 
Boston, MA 02114

14

18 Chair, Accting 
& Auditing 
S t a n d a r d s  
C m t e ., LA 
Society of 
CPAs

Glenn J. Vice, CPA 
Kelton & Company 
P.O. Box 4053 
Houma, LA 70361

19 C h a i r m a n ,  
MACPA PFP 
Cmte.

Michael C. Palazzola, CPA 
Derderian, Kann, Seyferth & 
Salucci, PC
Ste. 520
3001 W. Big Beaver Road 
Troy, MI 48084-3146 
Comm: Richard Connell

9, 12 
B 7 , 
C5

20. C o o p e r s  & A. J. Lorie
Lybrand, CPAs Coopers & Lybrand, CPAs

1251 Ave. of the Americas 
New York, NY 10020-1157

9, 14 
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Gen.

Louisiana State &
financial Planning Committee

Joseph c. Montz(sse letter)

self Michael D. Turgeon
(see letter)

* received after comment period
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PROPOSED STATEMENT O N  RESPONSIBILITIES IN  
PERSONAL FINANCIAL PLANNING PRACTICE

W O RKING  W ITH OTHER ADVISERS

M oy 10, 1993  
Comment Date: July 9 ,  1993

EXPOSURE DRAFT FILE 1093*

Instructions for Response Form
This form may be used for comments or suggestions relating to any aspect of 

the exposure draft that is of concern or interest to you. Return this response form to
the address indicated on the reverse side by the comment date.  



Return responses to:
AICPA

Stephen J. Rojas, Senior Technical Manager 
PFP Division, File 1093 

Harborside Financial Center 
201 Plaza Three 

Jersey City, NJ 07311-3881
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Smith and Raab

CPA Financial Planners, P.C.

400 First Union Building 
250 East Ponce de Leon Avenue 

Decatur, Georgia 30030 
Telephone (404) 377-9500 
Facsimile (404) 377-5501

June 28, 1993

American Institute of Certified Public Accountants
Stephen J. Rojas, Senior Technical Manager
PFP Division, File 1093
Harborside Financial Center
201 Plaza Three
Jersey City, New Jersey 07311-3881

Re: Proposed Statement of Responsibilities in 
Personal Financial Planning Practice #2
"Working With Other Advisers"

Dear Mr. Rojas:

Paragraph 9, titled "Selecting other Advisers", says that the 
CPA financial planner has the responsibility of becoming satisfied 
concerning the professional qualifications of another adviser 
before using that adviser's work (emphasis supplied).

I suggest there will be instances in which the CPA financial 
planner will not be able to become satisfied about another adviser. 
In those instances, the CPA needs advice and guidance beyond 
paragraph 9.

Consider the following instance: A client seeks our advice who 
uses a stockbroker back in their home town (say, a resident of 
Atlanta using their long time stockbroker in Albany, N. Y., where 
the client lived for twenty years before moving to Atlanta). The 
CPA planner cannot use the techniques in paragraph 9 to satisfy 
himself that the broker is competent; all the CPA financial planner 
knows is that the client has confidence in the stockbroker.

In a case of this type there should be some wording in an 
appropriate communication that could be used to indicate that the 
CPA financial planner has no practicable way of becoming satisfied 
concerning the qualifications and reputation of the other adviser.

The Proposed Statement would serve the user well if this



Smith and Raab

CPA Financial Planners, P.C.

AICPA (Stephen J. Rojas) -2- June 28, 1993

suggested phraseology were added as an addendum to paragraph 9, in 
a manner similar to Paragraph 8.

Thank you for the opportunity to comment.

Yours very truly,

Siith and Raab
CPA Financial Planners, P.C.

By:
Houston D. Smith, Jr., CPA/PFS
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Comments and Recommendations on the Exposure D raft  
SRPFP No. 2 — "Working With Other Advisers"

AICPA, PFP Division, File 1093 
by j. ben vernazza, cpa, pfs -- July 1, 1993

The exposure draft does not address the issue of objectivity of a 
specialist being used by a CPA in a PFP engagement.

There currently is a exposure draft revision proposed by the AICPA 
Auditing Standards Board entitled "Using the W ork of a Specialist" 
(superseding SAS No. 11, Using the Work of a Specialist). This is attached. 
One of the major proposed revisions concerns itself with the "Relationship 
of the Specialist to the [Audit] Client." (See attached Exhibit A)

In auditing, a CPA is concerned about the objectivity and 
independence of a specialist since third parties rely on the auditors 
opinions. You might say the CPA's responsibility is to third parties more 
than their client. This is entirely reversed when a CPA does PFP work for 
their client -- in this instance the CPA's responsibility is to their client 
rather than third parties.

I have used the Auditing Standards revision as shown in Exhibit A to 
provide a proposed new section in the PFP Division's "Working With Other 
Adviser" draft following paragraph #9 as follows:

RELATIONSHIP OF THE SPECIALIST TO THIRD PARTIES

10. The CPA should evaluate the financia l interest, i f  any, that the 
specialist has in any transactions recommended, including circum stances 
that m ight im pair the objectivity o f the specialist. Such circum stances  
include situations in which the specialist, either d irectly , or indirectly  
receives renum eration , com m issions, kickbacks, etc. fro m  th ird  p a rty  
vendors or th e ir  represen ta tives tha t cou ld  s ig n ific a n tly  in flu en ce  
recom mendations made by the specialist.

11. When a specialist does not have a financia l relationship with a 
product vendor, the specialist's work w ill usually provide the CPA with  
greater assurance o f  objectivity. However, the work o f  a specialist who has 
a re la tio n sh ip  w ith  a p roduc t vendor m ay be a ccep ta b le  under  
circumstances where the specialist fu lly  discloses to the CPA, and the CPA 
to their client, the specialist's financial interest in their recommendation(s).

12. I f  the specialist has a relationship with a product vendor, the 
CPA should  assess the risk that the specia list's  ob jec tiv ity  m ight be 
impaired. I f  the CPA believes the relationship might impair the specialist's 
objectivity, the CPA should suggest additional a lternatives to determ ine  
that the recommendations are not unreasonable or should engage another 
specialist fo r  that purpose.

Exhibit B takes Exhibit A and shows the changes made in order to 
come up with the above recommended insertion.



Exhibit A
Relationship of the Specialist to the Client

6. The auditor should evaluate the relationship of the specialist to the 
client, including circumstances that might impair the objectivity of the 
specialist. Such circumstances include situations in which the client has 
the ability — through employment, ownership, contractural right, fam ily 
relationship, or otherwise -- to directly, or indirectly control or 
significantly influence the specialist.

7. When a specialist does not have a relationship with the client, the 
specialist’s work will usually provide the auditor with greater assurance of 
reliability. However, the work of a specialist who has a relationship with 
the client may be acceptable under certain circum stances.

8. If the specialist has a relationship to the client, the auditor should 
assess the risk that the specialist’s objectivity might be im paired. If  the 
auditor believes the relationship might impair the specialist’s objectivity, 
the auditor should perform additional procedures with respect to some or 
all of the specialist’s assumptions, methods, or findings to determ ine that 
the findings are not unreasonable or should engage another specialist for 
that purpose.



Exhibit B

Relationship of the Specialist to the  Client Third Parties

6. T h e  auditor CPA  should evaluate the relationship of the f i n a n c i a l
interest,  i f  any, that the specialist h a s  to th e .client in any
tra n sa c tio n s recom m en ded , including circum stances that m ight im pair 
the objectivity of the specialist. Such circumstances include situations in
which the c lient s p e c ia l is t  has the ability-------through em ploym ent;
ow nership,  c ontractural  right; family relationship; or o therw ise------ to
e ith e r  directly, or indirectly control or r e c e iv e s  r e n u m e ra tio n ,
com m issions, k ickbacks, etc. fro m  th ird  p a rty  ven dors or th e ir  
represen ta tives th a t cou ld  significantly  influence re  c o m m e n d a t io n s  
made by the specialist.

7. When a specialist does not have a f in a n c ia l  relationship with the 
c lien t  a produ ct vendor, the specialist’s work will usually provide the 
a u d ito r  CPA with greater assurance of reliability o b je c tiv i ty .  However, 
the work of a specialist who has a relationship with the client a p r o d u c t  
v en d o r  may be acceptable under certain circum stances where the 
specia list fu lly  d iscloses to the CPA, and the CPA to th eir clien t, 
the sp ec ia lis t's  f in a n c ia l in te res t in th e ir  recom m en da tion (s).

8. If the specialist has a relationship to  the client w ith a p ro d u c t
v e n d o r ,  the -auditor C PA  should assess the risk that the specialist's 
objectivity might be impaired. If the auditor C PA  believes the 
relationship m ight im pair the specialist’s objectivity, the - auditor CPA  
should perform  s u g g e s t additional procedures a l te r n a t iv e s  with respect 
to some or a l l  o f the...specialist's assumptions, methods, o r findings to
determ ine that the f indings r e c o m m e n d a tio n s  are not unreasonable or 
should engage another specialist for that purpose.



PROPOSED STATEMENT ON AUDITING STANDARDS 

USING THE WORK OF A SPECIALIST

 

 

INTRODUCTION 
AND APPLICABILITY

1. The purpose of this Statement 
is to provide guidance to the auditor 
who uses the work of a specialist 
in performing an audit of financial 
s ta te m e n ts  in a c c o rd a n ce  w ith  
generally accepted auditing stand­
ards. For purposes of this Statem ent, 
a specialist is a person (or firm) 
possessing special skill or knowledge 
in a p a rticu la r field o th e r than 
accounting or auditing.1 Examples of 
such specialists include, bu t are 
not limited to, actuaries, appraisers, 
attorneys,2 3 engineers, environmental 
consu ltan ts , and geologists. T he 
guidance in this Statement is ap­
plicable w hen3—

a. Management engages or employs 
a specialist to prepare, or assist 
in the preparation of, amounts 
or disclosures in the financial 
s ta te m e n ts , and  th e  a u d ito r  
intends to use that specialist’s 
work as evidential matter.

b. M anagement engages a specialist 
employed by the auditor’s firm to 
provide advisory services4 and the 
auditor intends to use that special­
ist’s work as evidential matter.

1 In general, the auditor's education, training, 
and experience enable him or her to be 
knowledgeable concerning income tax 
matters and competent to assess their 
presentation in the financial statements.

2 Attorneys may be engaged as specialists 
in a variety ol circumstances, such as 
interpreting the provisions of a contractual 
agreement; however, this Statement does 
not apply to the form or content of standard 
letters of audit inquiry concerning litiga­
tion. claims, or assessments and lawyers' 
responses thereto. (See Statement on 
Auditing Standards [SAS] No. 12, Inquiry of a 
Client’s Lawyer Concerning Litigation, 
Claims, and Assessments [AICPA, Profes­
sional Standards, vol. 1, AU sec. 337].)

3 This Statement does not apply to situations 
in which the specialist is employed by the 
auditor's firm and participates in the audit. 
(See SAS No. 22, Planning and Supervision 
[AICPA, Professional Standards, vol. 1, AU 
sec. 311] .)

4 The auditor should consider the effect, if any,
that using the work of a specialist employed
by the auditor's firm has on independence.

c. The auditor engages a specialist 
and intends to use that specialist’s 
work as evidential matter.

DECISION TO USE 
THE WORK OF A SPECIALIST

2. file auditor’s education and 
experience enable him or her to be 
k n o w led g eab le  ab o u t b u s in ess  
m atters in general, but the auditor is 
not expected to have the expertise 
of a person trained for or qualified 
to engage in the practice of another 
profession or occupation. D uring 
th e  a u d it, how ever, an a u d ito r  
may encounter m atters potentially 
material to the fair presentation of 
financial statem ents in conformity 
with generally accepted accounting 
p r in c ip le s5 th a t re q u ire  special 
knowledge and that in the auditor’s 
judgm ent require using the work 
of a specialist to obtain com petent 
evidential matter.

3. Examples of situations that 
might require special skill or knowl­
edge include, but are not lim ited to, 
the following:

a. Valuation (for example, special- 
purpose inventories, high-tech­
nology materials or equipm ent, 
pharmaceutical products, complex 
financial instrum ents, real estate, 
restricted securities, and works 
of art)

b. D eterm ination of physical char­
acteristics relating to quantity on 
hand or condition (for example, 
quantity or condition of minerals, 
m ineral reserves, or m aterials 
stored in stockpiles)

5 The guidance provided in this Statement 
applies to audits of financial statements 
prepared either in accordance with gener­
ally accepted accounting principles or in 
accordance with a comprehensive basis of 
accounting other than generally accepted 
accounting principles. References in this 
Statement to generally accepted accounting 
principles are intended to include a compre­
hensive basis of accounting other than 
generally accepted accounting principles.

c. Determination of amounts derived 
by using specialized techniques 
or m ethods (for example, ac tuar­
ial determ inations for employee 
ben efits  ob liga tions and  d is ­
closures, and determ inations for 
insurance loss reserves)

d. In te rp re ta t io n  o f te c h n ic a l 
req u irem en ts , regu la tions, o r 
ag reem ents (for exam ple, th e  
po ten tia l significance of co n ­
tracts or o ther legal docum ents, 
or legal title to property)

QUALIFICATIONS AND WORK 
OF A SPECIALIST

4. To determ ine that the special­
ist possesses the  necessary  skill 
or knowledge in the particular field, 
the  au d ito r should  evaluate  th e  
professional qualifications of th e  
sp e c ia lis t. T h e  a u d ito r  sh o u ld  
consider the following:

a. The professional certification , 
license, or other recognition of 
the com petence of the specialist 
in his or her field, as appropriate

b. T he repu ta tion  and  s tand ing  
of the specialist in the views of 
peers and others familiar with 
the  sp e c ia lis t’s cap ab ility  or 
perform ance

c. The specialist’s experience in the 
type of work under consideration

5. An understanding should exist 
among the auditor, the client, and the 
specialist as to the nature of the work 
perform ed or to be perform ed by the 
sp e c ia lis t. T h is  u n d e rs ta n d in g 6 
should cover the following:

a. The objectives and scope of the 
specialist’s work

b. The specialist’s representations 
as to his or her relationship to the 
client (see paragraphs 6 -8 )

c. The methods or assumptions used

6 This understanding may be documented in 
various ways, including in a letter or in the 
specialist's report.

5
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4. I n  p e rform ing an audit of 
financial statem ents in accordance 
w ith generally accepted  auditing 
standards, the a u d ito r  may u se  the 
work o f a specialist as an audit 
p ro c e d u re  to  o b ta in  co m p e ten t 
evidential m atter. The  circum stances 
surrounding the use o f  a specialist 
differ. Although t h e  familiarity of 
individual auditors with the work 
perform ed b y certain  types of 
specialists may differ, th e  auditing 
p rocedures necessary  to com ply 
w ith generally accepted  auditing 
standards need not vary as a result of

SELECTING QUALIFICATIONS
AND WORK OF A SPECIALIST

5. 4. T he To determine that the 
specialist possesses the necessary 
skill or knowledge in the particular 
fie ld , the auditor should evaluate the profes­

sional qualifications a n d  rep u tation 
of the specialist by in q u ir y  o r  o th e r  
p r o c e d u r e s , as -app r o p r ia te. The 
auditor should consider the following:

a. The professional certification, 
license, or o ther recognition of 
the com petence of the specialist 
in his or her field, as appropriate

b . The reputation and standing of 
the specialist in the views of his 
peers and others familiar with 
his the  specialist's  capability
or performance

c .  T h e  r e la t io n sh ip, i f  any,  o f  th e  
specialist to the client

c. The specialist’s experience in the 
type o f  work under consideration

6. Ordinarily, t h e  auditor sbould 
attem pt to obtain a specialist who is

work of a specialist having a re la t io n ­ship to the client may be acceptable

(see paragraph 8 ). Work of a special­
ist unrelated to the client will usually

assurance of reliability because o f the 
ab se n c e o f  a re la t io n sh ip  th a t  m ig h t  
im pair objectivity.

7. 5. An understanding should
exist among the auditor, the client, 
and the specialist as to the nature 
of the work perform ed or to be

perform ed by the specialist. Prefer­
ably, the  This understanding6 s h o u ld  
b e  docum ented and should cover 
the following:

a. The objectives and scope of the 
specialist’s work

b. The specialist’s representations 
as to his o r  he r  relationship, if  any, 
to the client (see paragraphs 6-8)

c. The methods or assumptions to 
be used

d . A comparison of the methods or 
assum ptions to  be used with 
those used in the preceding period

e. The specialist’s understanding of 
the auditor’s corroborative use 
of the specialist’s findings in rela­
tion to the representations in the
financial statem ents

f .  The form and content of the
specialist’s re p o r t  find ings  that 
would enable the auditor to make 
the evaluation described in para­
graph 8 9

RELATIONSHIP OF THE 
SPECIALIST TO THE CLIENT

6. The auditor should evaluate 
the relationship7 o f  the specialist to 
the client, including circumstances 
that might impair the objectivity o f  
the specialist. Such circumstances 
include situations in which the client 
has the a b ility — through em ploy­
ment, ownership, contractual right, 
fam ily  relationship, or otherwise — 
to directly or indirectly control or 
significantly influence the specialist.

7. When a specialist does not have 
a relationship w ith the client, the 
specialist’s work will usually provide 
the auditor with greater assurance o f  
Reliability. However, the work o f  a 
specialist who has a relationship  
with the client may be acceptable 
under certain circumstances.

E X P O S U R E  D R A F T

6 This understanding may be documented in 
various ways, including in a letter or in the 
specialist’s report.

7 The term "relationship” includes, but is not 
limited to, those situations discussed in foot­
note 1 o f  SAS No. 45, Omnibus Statement on 
Auditing Standards—1983 (AICPA, Profes­
sional Standards, vol. 1, AU sec. 334).

  8. I f  the specialist has a relalion­
ship to the client, the auditor should  
assess the risk that the specialist's 
objectivity m ight be impaired. I f  the 
auditor believes the rela tionsh ip  
might im pair the specialist's objec­
tivity , the auditor should  perform  
additional procedures w ith  respect 
to some or a ll o f  the  specialist's 
assumptions, methods, or fin d in g s to 
determine tha t the fin d ings are not 
unrea so n a b le  or sh o u ld  engage  
another specialist fo r  tha t purpose.8

USING THE FINDINGS 
OF THE SPECIALIST

8. 9. A hhough the The  appro­
p ria teness and reasonab leness of 
methods or and  assumptions used and 
their application are the responsibility 
of the specialist, the The  auditor 
should obtain an understanding of 
the m ethods or and  assum ptions 
used by the specialist to determ ine 
w hether the findings are suitable for 
corroborating the representations in 
the financial statem ents. T he auditor 
should consider w hether the special­
ist’s findings support th e  re la ted  
re p re se n ta tio n s  in th e  fin an c ia l 
statem ents and, depending on the 
auditor's assessment o f  control risk, 
make appropriate tests of accounting 
data provided by the client to the 
specialist. Ordinarily, the auditor 
would use the work of the specialist 
unless his the auditor's procedures 
load him or her  to believe that the 
findings are unreasonable in the 
circumstances. I f  the auditor believes 
the findings are unreasonable, he or 
she should apply additional proce­
dures, which m ay include obtaining  
the opinion o f  another specialist. If  
the-specialist  is  re lated  to th e clie nt 
(see-paragraph 6), the  auditor should
c o n sid e r p e rfo rm in g  a d d it io n a l
procedures with re spect to som e or
all o f the  re lated specialist’s assum p­
tions, me thods, or findings to d e te r­mine that the findings are not

unreasonable or e ngage an ou tside
specialist for that pu rpose .

8 In the specific situation involving the audit 
o f  insurance entities' loss reserves, Statement 
o f Position 92-4 requires the use o f  an outside  
loss reserve specialist, that is, one who is not 
an employee or officer o f  the company.
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EFFECT OF THE SPECIALIST'S 
WORK ON THE 

AUDITOR'S REPORT

9. 10. If the auditor determ ines
that the specialist’s findings support 
the related representations in the 
financial statements, he or she may 
reasonably conclude that he has 
o b t a in e d  su ffic ien t c o m p e te n t 
evidential m atter has been obtained. 
If  there  is a m aterial d ifference 
between the specialist’s findings and 
the representations in the financial 
statem ents, or if the auditor b elieves 
that th e  d e te rminations m ade by the

should apply additional procedures. 
If a fte r apply ing  any add itiona l 
procedures that might be appropri­
ate he the auditor is unable to resolve 
the matter, the auditor should obtain 
the opinion of another specialist, 
unless it appears to the auditor that 
the m atter cannot be resolved. A 
m atter that has not been resolved will 
o rd in a rily  cause  the  a u d ito r  to 
conc lude  that he or she should 
qualify his the opinion or disclaim 
an opinion because the inability to 
obtain sufficient com petent eviden­
tial m atter as to an assertion of 
material significance in the financial 
s ta te m e n ts  c o n s titu te s  a scope  
limitation. ([S]ee section 508.40 -.41

SAS No. 58, R eports on A udited  
Financial Statements [AICPA, Profes­
sional Standards, vol. 1, AU sec. 
508.40-.41] .)

11. The auditor may con­
clude after perform ing additional 
p ro c e d u re s , in c lu d in g  possib ly  
obtaining the opinion of another 
specialist, that the representations in 
the financial s ta tem en ts are not 
in conformity with generally accepted 
accounting principles. In that event, 
he the auditor should express a quali­
fied or adverse opinion. ([S]ee section 
508.49 - .50 - a n d  . 55 SAS No. 58, 
Reports on Audited Financial State­
ments [AICPA, Professional Standards, 
vol. 1, AU secs. 508.49-.50, .55].)

REFERENCE TO THE SPECIALIST 
IN THE AUDITOR'S REPORT

11. 12. W he n—ex p re ssin g  an
u n q u a lified  o p in io n ,  Except as dis­
cussed in paragraph 13, the auditor 
should not refer to the work or findings 
of the specialist. Such a reference in

misunderstood to be a qualification 
of the auditor’s opinion or a division 
of responsibility, neither of which is 
intended. Further, there may be an 
inference that the auditor making 
such reference perform ed a more

thorough audit than an auditor not 
making such reference.

13. If the  The auditor m ay, 
as a result of the report or findings of 
the specialist (see paragraphs 9 and 
.10),-d e cide s decide to add explana­
tory language to his or her standard  
report (1) add an e xplanatory para­
graph d e scrib ing  an u n ce rtainty, 
(2) add an explanatory paragraph 
describ ing his o r h e r su bstan tia l 
doubt about- the  e ntity’s ability to

an explanatory paragraph to e m pha­
size a m atte r regarding the financial 
sta te m ents, or (4) depart from an 
unqualified opinion. Reference to 
and identification of the specialist 
may be made in the auditor’s report 
if the auditor believes such reference 
will facilitate an understanding of the 
reason for the explanatory paragraph 
or the departure from the unqualified 
opinion. [Paragr aph am e n d e d  to  
re f le c t the  con fo rm ing  c h a n g e s

Nos. 53 through .62.]

EFFECTIVE DATE

14. This Statement is effective fo r  
audits o f  financia l statem ents fo r  
periods ending on or after June 15, 
1994. Early application o f  the provi­
sions o f  this Statement is encouraged.

USING THE WORK O F  A SPECIALIST: AUDITING  INTERPRETATIONS O F SECTION 33 6

1. APPLICABILITY OF 
GUIDANCE ON THE USE 

OF SPECIALISTS

.01. Q u esrtio n  - Management may
e n gage o r e m p lo y  a  spe c ia lis t to
prepare, or assist in the pre-para­
tion of, a m o u n ts  or disclosu res in 

the financial statements. If that

amount o r disclosure  i s  material to 

the financial statements, is the

guidance in sect ion  336 , " Using the  Work of a Specialist," applicable when

performing an audit of the financial

statements in accordance with ge ner­ally accepted auditing standards?

.02,— Interpreta t ion—Yes.  Section
336 states, “D uring his-audit . . . an 
a u d ito r  may e n c o u n te r  m a tte rs

potentially material to the fair
presentation of financial statem entsin conformity with generally 

accepted accounting principles that

require special knowledge a n d  that 
in  h is  judgm e nt re quire using the
work of a specialist." W hen a  spec ial­
ist has prepared, or assisted in thethe preparation of, a matter that is

potentially material to the financial 
state me nts, if the auditor inte nds to use that specialist's work as evidential 

matter, he should follow the guidance

in  sec t io n  336.

. 0 3  Thus, as with any sp ecialist
w hose work the auditor uses th e
aud ito r  should satisfy h im self as to
the  professional qualifi ations  a nd

reputation of the specialist, obtain an

u n d e rstand ing  o f  th e -sp e c ia lis ts

accoun ting  -data  provide d to th e
sp e cialist, and - c o n sid e r -  w he th e r
th e  sp e c ia lis t’s find ings su p p o rt
the re lated repre se ntations in the
financial state ments.

[Issue Date : O c to b e r 1979 .]

2.  EXCLUSION  O F SPECIALISTS
ON  THE AUDIT STAFF

.04.— Q uestion— Se c tion— 336, 
-"Using the  Work of a Specialist,” in  
foo tno te  1 sta tes, “This state m ent
does n o t apply  to  u sing the  work of a
sp ec ia lis t who is a m e mbe r of the
auditor’s staff. . ." Does th is me an
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that section 336 does not apply when 
a specialist with-an auditors firm p ro ­
vides advisory services to a client?

.35. Interpretation—No. T h e  exclu­
sion in  section 336 only re lates to

specialists serving as members of

the a u d it-staff, that is, those who
participate in the audit. For exam ple,

statisticians may assist in the execu­
tion  o f a u d it  sam pling p la n s or 
com puter specialists may assist in 
th e audits of financial statem e nts
of clie n ts with com plex ED P ope ra­
tions. Howeve r, som e CPA firm s have 
spe cialis ts who provide adv isory 

services in addition to participating

in an  audit. T he exclusion applies

only to a sp ecialist 's participation
in th e audit. W he n a sp ecialist w ith
the  auditor’s firm provides advisory 
services to a c lient and th e auditor
d ecides to use  that s pecialist’s work
as evide ntial m atte r, h e should follow
th e guidance in -se c tion 336.

(Issue-D ate : Octobe r  1979.]
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Stephen J. Rojas, Senior Technical Manager
Personal Financial Planning Division, File 1093
American Institute of CPAs
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881

Re: Exposure Drafts on Proposed Statements on Responsibilities
in Personal Financial Planning Practice "Working with 
Other Advisers" and "Implementation Engagement Functions 
and Responsibilities"

Dear Mr. Rojas:
One of the objectives that Council of the American Institute of 
CPAs established for the Private Companies Practice Executive 
Committee is to act as an advocate for all local and regional 
firms and represent those firms’ interests on professional 
issues, primarily through the Technical Issues Committee (TIC). 
This communication is in accordance with that objective.

We have reviewed the above reference exposure draft containing 
two proposed statements providing guidance to CPAs who perform 
personal financial planning services. We recognize the need for 
practical guidance in these areas and concur that the statements 
do not constitute enforceable technical standards. We believe, 
however, that such guidance should be provided through other 
mediums (e.g., practice aids, manuals, articles, etc.). Because 
of the apparent authoritative nature of a statement on 
responsibilities, CPAs that do not elect to follow the guidance 
therein may have difficulty justifying their noncompliance to 
third parties and, as a consequence, face professional criticism, 
as well as possible legal challenge or even liability. Further, 
although it has been stated that these statements on 
responsibilities do not represent enforceable standards, CPAs may 
still believe they must follow this guidance. From a cost 
perspective, this would further place CPAs at a competitive 
disadvantage with non-CPAs.
Notwithstanding our aforementioned concerns, we are providing 
comments and suggestions on certain aspects of the statements in 
the event their issuance is unavoidable.
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Working with Other Advisers

Paragraph six refers the CPA to other Statements on 
Responsibilities in Personal Financial Planning Practice for 
further guidance when he or she needs to communicate limitations 
on the scope of the engagement to the client. Perhaps the final 
statement could also refer CPAs to other relevant professional 
standards to gain a more comprehensive understanding of how a 
scope limitation could affect the engagement.

Guidance on selecting other advisers is discussed in paragraph 
nine of the proposed statement. Occasionally, a client will 
insist that the CPA use a particular adviser to assist in the 
engagement. Although the CPA can become satisfied with the 
professional qualifications and reputation of that adviser, such 
a situation may need to be approached with a heightened sense of 
awareness. We believe the final statement should discuss this 
issue and inform practitioners that under such circumstances the 
engagement may need to be performed with an increased level of 
professional skepticism. Moreover, the statement should provide 
guidance on CPA’s responsibilities when he or she is dissatisfied 
with the professional qualifications and/or reputation of the 
client selected adviser.

Implementation Engagement Functions and Responsibilities
Paragraph two states that the proposed statement ”. . .d oes not 
extend to situations in which the CPA is functioning in a 
fiduciary or an agency relationship." However, item c(ii) in 
paragraph three states that a CPA may be engaged to assist the 
client in certain planning decisions, including participation

in the selection and acquisition of products and/or the 
selection of service providers." A broad interpretation of this 
provision could suggest to some practitioners that a client can 
grant authorization to the CPA to acquire products and services 
on behalf of the client, effectively creating a fiduciary or 
agency relationship.  To avoid confusion, we believe these 
seemingly contradictory provisions should be reconciled.

Paragraph six states the complexity and scope of implementation 
engagements vary, as well as the level of assistance provided by 
the CPA. Therefore, the CPA and client should identify and agree 
on the level of implementation assistance to be provided. It may 
be helpful to include examples to assist practitioners in gaining 
a better understanding of this provision.

The foregoing paragraph also discusses the need to have the 
client, not the CPA, make implementation decisions. Perhaps the 
final statement could refer the CPA to Professional Ethics Ruling 
No. 55, independence During Systems Implementation,” which 
elaborates further on this issue.

The icon "Assist in Implementation," in the flowchart in 
appendix A does not indicate whether the accountant is assisting 
a client or another adviser. To clearly communicate which party
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the accountant is assisting/ we believe the title of this symbol 
should be changed to "Assist the Client in Implementation.”

* *

We appreciate the opportunity to present these comments on behalf 
of all local and regional firms. We would be pleased to discuss 
our comments with you or representatives of the Personal 
Financial Planning Executive Committee at your convenience. 

Sincerely,

Judith H. O ’Dell, Chair
PCPS Technical Issues Committee

J H O :a l 
F i l e  2 22 0

c c :  PCP E x e c u t i v e  a n d  T e c h n i c a l  I s s u e s  C o m m i t t e e s
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July 1, 1993

AICPA - PFP Division, File 1093
Stephen J. Rojas, Sr. Tech. Manager
Harborside Financial Center
201 Plaza Three
Jersey City NJ 07311-3881

Dear Mr. Rojas:

As chairman of the Personal Financial Planning Committee of 
the New Hampshire Society of Certified Public Accountants I am 
enclosing the Committee’s comments with regards to the enclosed 
referenced Exposure Draft.

Sincerely,

Stephen J. Ferrari, CPA

SJF:mlg

Offices in: Lebanon, N H Burlington, VT Montpelier, V T



PROPOSED STATEMENT O N  RESPONSIBILITIES IN  
PERSONAL FINANCIAL PLANNING PRACTICE

W O RK IN G  WITH OTHER ADVISERS

M ay 1 0 ,  1993
Comment Date: July 9 , 1993

Name and Affiliation: Robert H. Hodge, CPA
Member-New Hampshire Society of CPA’s-PFP Committee

Comments: PARAGRAPH-12 ___________________________________

As a practicing PFP specialist, I believe that it is
inappropriate to include the recommendation of another adviser 

in a PFP report without evaluating the recommendation as to

_________whether it is appropriate to the client's particular situation.
By including the recommendation of another adviser in the CPA's 

PFP report the client (and in all likelihood the courts) will 

deem the CPA to be associated with the recommendation despite 
the disclaimer to the contrary. If the CPA feels that he/she 

does not have the competence to evaluate the other adviser's

recommendation, then the recommendation should be excluded
from the report and the scope of the PFP engagement should be

_________ limited.__________________________ ________________________________
In conclusion, I believe that it is appropriate to include 

another adviser's estimate of value as part of a CPA’s report 

however, I do not believe it is appropriate to include another 

adviser's recommendation without the CPA evaluating the 

appropriateness of the recommendation.

EXPOSURE DRAFT file 1093
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General:

Paragraphs 6&7:

Paragraph 10:

EXPOSURE DRAFT
PROPOSED STATEMENT ON RESPONSIBILITIES IN 

PERSONAL FINANCIAL PLANNING PRACTICE

WORKING WITH OTHER ADVISERS

Comments on draft

There appears to be an overall context problem with the proposed 
statement as it is written similar to auditing and accounting 
standards versus personal financial planning. The standards are 
written more as an attest function versus an action function.

There is no guidance to follow-up procedures upon referral. Who 
is responsible, the CPA or the other adviser for the follow-up.

There is concern as to whether or not the written communication 
or ’’disclaimer” between the client and the CPA on scope 
limitations is valid. Where is the basis of knowledge as CPA’s are 
called upon to value estates, etc.

In line number 5, the word evaluate should be removed as it 
implies a seemingly unintentional degree of responsibility. This 
paragraph also seems to imply that a lesser degree of 
documentation is acceptable if the CPA should concur with the 
other advisers recommendation. It is suggested that the CPA 
disclose the other advisers that are part of the financial planning 
process or are consulted even incidentally in creating the financial 
plan.

These comments are submitted by the Personal Financial Planning 
Committee of the Indiana CPA Society. However, the comments 
have no official status and do not represent the approval or the 
disapproval of the Exposure Drafts by the Society or its Board of 
Directors.







C o m m en ts: I  am a  CPA w i t h  2 2  y e a r s  e x p e r i e n c e  i n  p u b l i c
a c c o u n t i n g  -  1 8  o f  t h o s e  y e a r s  i n  t h e  B i g  6  ( B i g  8 ) .  I  w a s  
a n  a u d i t o r  f o r  t h e  f i r s t  2 y e a r s  o f  my c a r e e r ,  t h e n  c h a n g e d  
t o  t a x  a n d  w o r k e d  my w a y  u p  t o  b e  a  t a x  p a r t n e r  i n  o n e  o f  
t h e  B i g  6 f i r m s  f o r  9  y e a r s .  I  am c u r r e n t l y  w i t h  t h e  
a c c o u n t i n g  f i r m  o f  H o d g e , S t e w a r d  a n d  C om p an y , P .A .  w o r k in g  
a l m o s t  e x c l u s i v e l y  i n  t h e  t a x  a r e a .  T h i s  i n f o r m a t i o n  w a s  t o  
p r o v i d e  a  b a c k g r o u n d  fr o m  w h ic h  I  m ake t h e s e  c o m m e n ts .

I  h a v e  r e a d  b o t h  e x p o s u r e  d r a f t s ,  SRPFP N o . 2 a n d  3 .  My 
r e a c t i o n  t o  b o t h  w a s  s u r p r i s e .  I  am s t r u c k  c o n t i n u a l l y  b y  
t h e  r e a l i t y  o f  l i t i g a t i o n  a n d  t h e  a p p a r e n t  s a f e g u a r d s  o u r  
p r o f e s s i o n  i s  t r y i n g  t o  im p le m e n t  t o  p r o t e c t  o u r  a c t i o n s .  
R e g r e t a b l y ,  t h e  c o s t  t o  p e r f o r m  s u c h  w o r k  e s c a l a t e s  w i t h  
e a c h  s u c h  p r o n o u n c e m e n t .  I  b e l i e v e  t h e  w o r k  p r o d u c t  t h e n  
b e c o m e s  s o m e t h i n g  t h e  c l i e n t  d o e s  n o t  s e e  t h e  b e n e f i t  o f  a n d  
d o e s  n o t  w a n t  t o  p a y  f o r .

T h o s e  ’’o t h e r  a d v i s e r s ” w e w o r k  w i t h  ( a t t o r n e y s  e x c l u d e d )  d o  
n o t  h a v e  t h e  sa m e  p r o f e s s i o n a l  a n d  p e r f o r m a n c e  s t a n d a r d s ,
i . e . ,  i n s u r a n c e  a n d  o t h e r  f i n a n c i a l  p r o d u c t  s a l e s p e o p l e ,  
i n v e s t m e n t  a d v i s o r s ,  e t c .  I  s u p p o s e  t h e  r e a l  p u r p o s e  o f  
t h e s e  t w o  s t a t e m e n t s  i s  t o  a s s u r e  t h a t  C P A 's  c o n t i n u a l l y  a c t  
p r o f e s s i o n a l l y .

U n f o r t u n a t e l y ,  C P A 's  d o  n o t  h a v e  g u a r a n t e e d  j o b  s e c u r i t y  
l i k e  a n  a t t o r n e y  i s  t h o u g h t  o f  a s  h a v i n g  f o r  t h e  d r a f t i n g  o f  
w i l l s ,  t r u s t s ,  e t c .  T h e r e  i s  n o t h i n g  i n  t h e  P e r s o n a l  
F i n a n c i a l  P l a n n i n g  P r a c t i c e  t h a t  a  c l i e n t  h a s  t o  u s e  o u r  
s e r v i c e s  f o r  -  w e  a r e  i n  c o m p e t i t i o n  w i t h  a l l  t h e s e  o t h e r  
s e r v i c e  p r o v i d e r s .  Y e t  w e a p p e a r  t o  b e  m a k in g  o u r  s t a n d a r d s  
i n  t h i s  a r e a  m uch l i k e  t h e  a t t e s t  f u n c t i o n .  B u t  w h e r e  i s  
t h e  p u b l i c  g o o d  t o  b e  s e r v e d ?  We a r e  d e a l i n g  o n e  o n  o n e  
w i t h  o u r  c l i e n t .  I t  i s  a s  i f  w e a r e  s a y i n g  -  w e  d o  p e r s o n a l  
f i n a n c i a l  p l a n n i n g  b e t t e r  t h a n  a n y o n e  e l s e  b e c a u s e  w e w r i t e  
dow n w h a t  w e a r e  n o t  r e s p o n s i b l e  f o r  a n d  w e a t t e m p t  t o  
c h a r g e  t h e  c l i e n t  f o r  t h i s  n o t i f i c a t i o n .  I s  t h e  c l i e n t  
b e t t e r  s e r v e d  b y  a l l  t h i s ?

I  s u b m i t  t h a t  t h e s e  tw o  s t a t e m e n t s  a p p e a r  t o  b e  a t t e m p t i n g  
t o  p r o t e c t  C P A 's  fr o m  t h e  c l i e n t  a n d  t h e m s e l v e s .  I f  CPAs 
p e r f o r m  p e r s o n a l  f i n a n c i a l  p l a n n i n g  e n g a g e m e n t s  e t h i c a l l y  
t h e s e  ’’r u l e s ” s h o u l d  b e  u n n e c e s s a r y .  T h e  c o s t  o f  c o m p l i a n c e  
w i l l  n o t  b e  r e a d i l y  b o r n e  b y  t h e  c l i e n t .

I t  s e e m s  w e a r e  c o n c e r n e d  m o r e  w i t h  d o c u m e n t in g  w h a t  w e a r e  
n o t  r e s p o n s i b l e  f o r  t o  p r o t e c t  o u r s e l v e s  fr o m  l i t i g a t i o n  
t h a n  w e a r e  i n  m a k in g  a p p r o p r i a t e  r e c o m m e n d a t io n s  t o  h e l p  
t h e  c l i e n t .  T h i s  l o o k s  l i k e  w e  a r e  i n d e c i s i v e  a n d  a s  m any  
o f  t h e  j o k e s  g o  a b o u t  a c c o u n t a n t s  -  t o t a l l y  a c c u r a t e  
i n f o r m a t i o n  i s  p r o v i d e d  b u t  i t  i s  t o t a l l y  w o r t h l e s s  t o  t h e  
u s e r .



COMMENTS ON EXPOSURE DRAFT

PROPOSED STATEMENT ON RESPONSIBILITIES IN PERSONAL FINANCIAL 
PLANNING PRACTICE NO. 2

WORKING WITH OTHER ADVISERS

Paragraph 8., 4th line-The term "...scope of information..." 
is unclear. I suggest that you replace it with the term 
"...scope of engagement." The balance of the sentence could then 
be eliminated.

Paragraph 9.c.-This language may create a standard that is 
difficult to comply with, as worded. I suggest that you replace 
with "The professional reputation and references of such other 
adviser."

Paragraph 12., 2nd line-The word communication should be 
plural.

M ITC HELL F R E E D M A N  A C C O U N TA N C Y  CORPO RATIO N



To: AICPA

From: Lisa G. Rudolph
Chair, Personal Financial Planning Committee 
D.C. Institute of CPA's
(703)734-7324

Re: Exposure Draft
Proposed Statement on Responsibilities in 
Personal Financial Planning Practice 

Working with other Advisers

Comments:

The proposed Statement addresses one of the key issues facing CPA's practicing in the field of personal 
financial planning. The proposed Statement appears to be well written and addresses many of the issues 
involved with working with outside advisers. Two other issues should be addressed which relate to 
recommending other advisers and using advice provided by other advisers.

Outside advisers will often work with the CPA in a comprehensive financial planning engagement. Often 
the client will request that the CPA make referrals for other advisers who may complete the engagement 
team. For example, attorneys and insurance professionals are often introduced in a comprehensive 
engagement. If the client does not have these relationships in place, we will provide referrals. The 
question is, how many referrals for a specific adviser (e.g., estate attorney or insurance professional) 
should we make?

Often when outside advisers are part o f the engagement team, the CPA will review their
recommendations. This includes reviewing insurance policy illustrations, estate plan documents or 
investment recommendations. The scope of our work should be defined as it relates to the review of the 
work of other advisers. Several o f the review issues are addressed in the appendices to proposed SRPFP, 
Implementation Engagement Functions and Responsibilities. However, the responsibility for determining 
assumptions used by insurance or investment professionals in their analyses should also be addressed in 
one of these Statements.

1
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Exposure Draft

Proposed Statement on Responsibilities In 
Personal Financial Planning Practice 

Working With Other Advisors 

May 10, 1993
Comment Date: July 9, 1993

No. 800053

Name and Affiliation: Glenn J. Vice, Chairman
Joseph Akanji, Member 
John Cameron, Member 
Jon Flair, Member
Raymond P. Prince, Technical Consultant 
Jimmie Self, Member 
Lyn Tew

Accounting and Auditing Standards 
Committee, Louisiana Society of Certified 
Public Accountants

Comments:

The exposure draft is well written. The committee members have no 
specific objections to the draft. One committee member expressed 
a concern over the recoverability of the costs associated with the 
use of advisors.



DERDERIAN 
KANN  
SEYFERTH &_ 
SALUCCI, P.C.

3T-R ‘/>
Certified Public Accountants 

Management Consultants

July 8, 1993

Stephen J Rojas
Senior Technical Manager
PFP Division, File 1093
AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881

Dear Mr. Rojas:

Enclosed please find letter of comments from one of our PFP division members related to the 
Exposure Drafts dated May 10, 1993.

Please consider these comments when issuing the final statements on responsibility in Personal 
Financial Planning practice.

Very truly yours,

Michael C. Palazzola, CPA, CFP 
Chairman, MACPA PFP Committee

MCP:mak

Enclosure

3155 West Big Beaver, Suite 260 
Troy, Michigan 48084-3007 

(313)649-3400 FAX (313) 649-2187

3133 Van Hom, Suite A, P.O. Box 265 
Trenton, Michigan 48183-0265 

(313) 692-0300 FAX (313) 692-0994



Suite 3900
200 Renaissance Center 
Detroit, Ml 48243

Telephone 313 259 0500

Price Waterhouse
Personal Financial Services

June 21 , 1993

Mr. Michael C. Palazzola, CPA 
Derderian, Kann, Seyferth & Salucci, PC 
Suite 520
3001 W. Big Beaver Road
Troy, Michigan 48084-3146

Dear Mr. Palazzola:

Below are my comments on Proposed Statements on Responsibilities in Personal
Financial Planning Practice, Working with Other Advisers, and Implementation
Engagement Functions and Responsibilities.

I. Advisors
1. Paragraph 9  - W ill file documentation be an implicit requirement of 

paragraph 9? i.e., will each client file require a formal write-up for each 
referral, exploring and answering each of subparagraphs (a.) through (d.)?
Perhaps this should be addressed in the "statement."

2 . Paragraph 9  - Presumably, subparagraph (d.) refers to the use of an existing 
client adviser's work in the course of an engagement (as opposed to a referral 
situation). In this regard, is it appropriate to state that we will apply a 
different standard of diligence or acceptability because of the relationship the 
client may have with the adviser as is implied.

IL Implementation
1. Paragraph 12 - grammatical:

"The CPA might also be asked to assist the client develop more specific..."
"Assist" should be replaced by "help."

2 . Appendix B \
Paragraph 7 • grammatical; typos:

•  Second line contracts should contracts.
"was" between "coverage" and 
policy" and "issued."

•  Tenth and eleventh line - either add 
"bound" or elim inate "was" between



June 21, 1993
Mr. Michael C. Palazzola, CPA 
Page 2

3. Appendix C
Paragraph 5   ________
policy statement” as a replacement for "investment  strategy statement.”
Paragraph 5  - consider the more frequently used  terminology "investment 

s t r a t e g y

Sincerely,

Richard Connell

RC/maf



Coopers
&Lybrand

certified public accountants 1251 Avenue of the Americas telephone (212) 536-2000
New York, New York 10020-1157

facsimile (212) 536-3035

I I - 20 1/2.
July 7, 1993 R E C E IV E D  JUL 1 3

Mr. Stephen J. Rojas
Senior Technical Manager
American Institute of Certified 

Public Accountants
PFP Division
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881

Dear Mr. Rojas:

We submit the following comments on the proposed Statement on Responsibilities in Personal 
Financial Planning Practice (SRPFP), Working With Other Advisors:

Paragraph 9

Consistent with proposed revisions to Statement on Auditing Standards No. 11, Using the 
Work of a Specialist, we suggest that the first sentence be modified to read, "To determine 
that the other advisor possesses the necessary skill or knowledge, the CPA should evaluate the 
professional qualifications of the advisor before referring . . . "

Paragraph 14

In the second line of the illustration, "for drafting" should be replaced by "to prepare."

We submit the following comments on the proposed SRPFP, Implementation Engagement 
Functions and Responsibilities:

raph 7

In the first sentence, "contracts" y "contacts.

Coopers & Lybrand is a member firm of Coopers & Lybrand (International)



General

The exposure draft seems to indicate the need for detailed reporting. We suggest that the 
relationship between the cost imposed and the benefits reasonably expected to be derived 
from detailed reporting be considered.

If you have any questions regarding our comments, please contact A.J. Lorie (212-536-2119) 
in our National office.

Very truly yours,



JOSEPH C. MONTZ, CPA 
Director of Financial Planning

The Acacia Group

R E C E IV E D  JUL 2 2 1993

M EM ORANDUM

TO: STEPHEN J. ROJAS
SENIOR TECHNICAL MANAGER, PFP D IVISIO N

FROM: JOSEPH C. M ONTZ
CHAIRM AN - LOUISIANA ESTATE A N D  FINANCIAL  
PLANNING COMMITTEE

DATE: JULY 19, 1 993

The following is a summary of the comments received from the exposure draft of 
proposed statement on Responsibilities in Personal Financial Planning Practice. The 
Louisiana Estate and Financial Planning Committee hopes this proves helpful for the 
final document. If any of our comments are inaccurate please let us know.

IMPLEMENTATION

1. Implementation does not include "Selecting Investment Advisers" - that falls 
under "Working With Other Advisers." Selecting specific investments subjects 
the CPA to registration as an investment advisor.

3. The CPA can actually assist the client by helping fill out necessary paper work 
to establish accounts as called for under the financial plan.

9. The example here will cause the CPA to be considered as giving investment 
advise and subject them to registration requirements.

APP B

6c - Seems like this should be in Section 4 under "Establishing Selection Criteria." 
CPA should then discuss in C all the Selection Criteria.

Acacia Financial Center
Lakeway Three Center • Ste. 3160 • 3838 N. Causeway Blvd. • Metairie, LA 70002 • (504) 831-7513 • FAX (504) 837-2704

Acacia Mutual Life • Acacia National Life • Calvert Group, Ltd. • Calvert Securities Corp. • Acacia Federal Savings Bank



Continued Page 2

APP C

1. It would appear this would subject the CPA to investment advisor registration 
requirements.

Working With Other Advisers

1. The Investment Advisers Act of 1940 indicates that a referral to a client of a 
person or firm that gives specific investment advice is held to be investment 
advice and subjects the referrer to registration requirements.

2. Our referrals should be written to delineate our actual recommendation since 
verbal referrals do not reduce liability.

When a CPA prepares any analysis for the client he/she should document which 
sources were relied upon for this information. Example: A.M. Best's, Standard and 
Poor's, etc. and further documents that he/she has no responsibility for the accuracy 
of such ratings.



Certified Public 
Accountants

1845 Walnut Street 
Philadelphia, PA 19103-4755

Asher&Company, Ltd.
(215) 564-1900 
(215) 564-3940 fax

 Members of

American and Pennsylvania 
Institutes of Certified Public 
Accountants

Associated Accounting
Firms International

Moore Stephens International

July 21, 1993

Mr. Stephen J. Rojas 
Senior Technical Manager 
PFP Division, File 1903 
AICPA
Harborside Financial Cen
201 Plaza Three
Jersey City, NJ 07311-3

Dear Mr. Rojas:

In response to the AICPA's May 10, 1993 request for comments 
on the exposure drafts related to SRPFP No. 2 and SRPFP No. 3, I 
have the following comments. I believe that the drafts provide, 
for the most part, excellent guidance for the subject matter that 
they encompass. I hope that the AICPA continues to provide more 
guidance in the area of PFP work so that CPA can continue to 
develop this practice area and maintain the high standards that 
are required of other practice areas.

In the discussion of SRPFP No. 3, ’’Implementation Engagement 
Functions and Responsibilities", paragraph 8, stipulates that the 
client has to be made aware that we do not guarantee "the 
client's expected results or benefits". I believe that it should 
to communicated to the client that decisions made in the 
implementation process may positively or negatively affect the 
plan. Only communicating to the client that we do not guarantee 
the expected results or benefits does not impart to the client 
the possible ramifications of the decisions made during the 
implementation process. Disclosing the possible effects of the 
decisions made during the implementation process may encourage 
the client to be more attentive and thoughtful when making the 
decisions.

Paragraph 8c. of SRPFP No. 3 states that we must communicate 
that we have not considered all relevant information. It should 
be communicated to the client that we have considered all 
information provided to us at the time the decisions were made. 
Paragraph 8c conveys that we have not done what we are being paid 
to do. Our job is to consider all relevant information that has 
been provided to us.



Asher&Company, 

Mr. Stephen J. Rojas 
July 19, 1993 
Page 2 I I -22

g 4-J

It appears that paragraph 8c (as written) is trying t o 
communicate that there are other factors which may affect our 
decision making process; but this fact can be incorporated into 
scope limitation statement. If this statement is meant to limit 
the number of sources of information that we must consider,
disclosing the sources of information that we use when making our 
decisions (i.e. Morningstar, Standard & Poors, etc.) may be 
appropriate.

I appreciate the time that you have taken to consider my 
comments. If you would like to discuss them further, please do 
not hesitate to call.



July 14, 1993

PROPOSED STATEMENT ON RESPONSIBILITIES IN 
PERSONAL FINANCIAL PLANNING PRACTICE

IMPLEMENTATION ENGAGEMENT FUNCTIONS AND RESPONSIBILITIES
SUMMARY STATEMENTS

Number

1.

2.

3.

4.

5.

Organization Name/Address

Self Paul F. Demgen, CPA/CFP
Causey Demgen & Moore, Inc., 
1801 California Street 
Ste. 4650
Denver, CO 80202

Self Benjamin Podgor
Attorney & Counsellor at Law 
32 Abbey Street
Massapequa Park, NY 11762

Self Brian K. Pearson, CPA
Deloitte & Touche 
Key Bank Tower, Ste. 250 
50 Fountain, Plaza 
Buffalo, NY 14202

Self Ronald H. Holm, CPA
4 North Minnesota Street 
New Ulm, MN 56073-1728

Self Houston D. Smith, Jr., CPA/PFS
Smith and Raab, P.C.
400 First Union Building 
250 East Ponce de Leon Avenue 
Decatur, GA 30030

Para.
No.
5, 6c

App. A

8, 9, 
1 0 , 
1 1 , 
A, C3



Number

6.

Organization

Self

Name/Address

J. Ben Vernazza, CPA/PFS

Para
No.

7. Self, PCPS 
Technical
Issues Cmte.

Judith H. O'Dell, Chair
PCPS Technical Issues Cmte.
1211 Ave. of the Americas
New York, NY 10036-8775

2, 3, 
6

8. PFP Cmte. of 
the Indiana
CPA Society

Anthony C. Wrobel, CPA
Price Waterhouse
202 South Michigan Street
South Bend, IN 46601

1 2 , 
13

9. Self Texas Society of Certified 
Public Accountants
PFP Committee, Ste. 100
1421 W. Mockingbird Lane
Dallas, TX 75247-4957

A p p  . 
C

10. Self Hulene Dian Hill, CPA
Hodge, Steward & Company, P.A. 
P.0. Box 41168
Raleigh, NC 27629

ll. Self Mitchell Freedman, CPA
Mitchell Freedman Accountancy 
Corp.
15260 Ventura Boulevard
Ste. 940
Sherman Oaks, CA 91403

B
2,4c, 
6,6c, 
7-C1
2,6a- 
c, 7,
10-14



N u m b er O r g a n i z a t i o n Name/Address

12. A u d i t i n g
Services Cmte. 
Illinois CPA 
Society

Michael Pierce
Chairman, Auditing Services 
Committee
Illinois CPA Society 
222 South Riverside Plaza 
Chicago, IL 60606-6098

P a r a
No.
3 c , 
B6

13. Chair, PFP
C m t e ., DC 
Institute of 
CPAs

Lisa G. Rudolph, CPA
Arthur Andersen & Co.
8251 Greensboro Dr., Ste. 400 
McLean, VA 22102

14. Self Loretta McClary 
Feeley & Driscoll, P.C. 
100 North Washington St. 
Boston, MA 02114

15. Chair, Accting
& Auditing 
S t a n d a r d s  
C m t e ., LA 
Society of 
CPAs

Glenn J. Vice, CPA 
Kelton & Company 
P.O. Box 4053 
Houma, LA 70361

16. C h a i r m a n ,
MACPA PFP 
Cmte.

Michael C. Palazzola, CPA 
Derderian, Kann, Seyferth & 
Salucci, PC
Ste. 520
3001 W. Big Beaver Road 
Troy, MI 48084-3146 
Comm: Richard Connell

9, 12 
B 7 , 
C5

17. C o o p e r s  &
Lybrand, CPAs

A. J. Lorie
Coopers & Lybrand, CPAs 
1251 Ave. of the Americas 
New York, NY 10020-1157

9, 14 
B 7 , 
Gen.

y" i °i.
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IMPLEMENTATION ENGAGEMENT FUNCTIONS AND  
RESPONSIBILITIES
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Return responses to:
AICPA

Stephen J. Rojas, Senior Technical Manager 
PFP Division, File 1093 

Harborside Financial Center 
201 Plaza Three 

Jersey City, NJ 07311-3881



Smith and Raab

CPA Financial Planners, PC.

400 First Union Building 
250 East Ponce de Leon Avenue 

Decatur, Georgia 30030 
Telephone (404) 377-9500 
Facsimile (404) 377-5501

RECEIVED jul 0 1 1993

June 28, 1993

American Institute of Certified Public Accountants 
Stephen J. Rojas, Senior Technical Manager 
PFP Division, File 1093
Harborside Financial Center
201 Plaza Three
Jersey City, New Jersey 07311-3881

Re: Proposed Statement of Responsibilities in 
Personal Financial Planning Practice #3
"Implementation Engagement Functions and 
Responsibilities"

Dear Mr. Rojas:

1. Paragraph 8 would be of enhanced practical value if it 
contained an example of proposed wording incorporating the ideas 
expressed in subparagraphs a, b and c (all in one example.)

2. Paragraph 9 should follow paragraph 10, in my opinion, 
since the illustration in paragraph 9 deals with selection criteria 
(client's instruction not to consider corporate stock as an 
investment alternative).

3. Paragraph 10 reads, in part, "...to accomplish the client's 
objectives, subject to any constraints that result from the 
client's circumstances". I suggest this be changed to read, "...to 
accomplish the client's objectives, subject to any constraints 
imposed by the client." (The underlined portion is the proposed 
change in wording.)

My reason for this change is that it does not matter why the 
client imposes constraints. Whether those constraints are a 
function of circumstances or, perhaps, merely the client's whim, 
the constraint is just as real. The Proposed Statement deals seems 
to address only those constraints that are imposed by 
circumstances.

4. Paragraph 11 says, in part, "...the CPA may communicate to 
his client..." (emphasis supplied).

What does "may" mean in this context? In general, "may"



Smith and Raab

CPA Financial Planners, P.C.

AICPA (Stephen J. Rojas) -2- June 28, 1993

permits a choice to the CPA financial planner. Do you really mean 
that this is optional? If the CPA financial planner opts not to 
communicate these evaluation of alternatives to the client should 
they be entered in the work papers? Would it be appropriate for the 
CPA to neither notify the client nor make work paper notations? 
Etc., etc.? This paragraph leaves some questions unanswered.

5. Appendix A, the "Implementation Decision Tree", would be 
strengthened by including a box beneath "Participate in the 
Selection Process" with the arrow having a "Yes" answer (to 
complement the "No" answer that leads to the box entitled 
"Coordinate/Review Other Advice"). This box would be the final step 
in the decision tree.

6. Appendix C, Paragraph 3, indicates there should be a 
schedule of required actions, including how, when, and where these 
actions will take place (emphasis supplied). The word "how" is 
indecisive, in my opinion. How does one invest in a mutual fund? 
Place a call to the 800 number? Write the fund? Look for an 
advertisement in a magazine? Etc.?

I favor deleting "how" and replacing it with "who". The 
combination of a strong narrative explaining the recommendations 
and implementation schedule (emphasizing when, where, and who) 
provides the proper balance to a PFP report.

Thank you for the opportunity to comment.

Yours very truly,

Smith and Raab
CPA Financial Planners, P.C.

By:
Houston D . Smith, Jr., CPA/PFS
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Comments and Recommendations on the Exposure Draft 
SRPFP No. 3— ""Implementation Engagement 

Functions and Responsibilities

AICPA, PFP Division, File 1093 
by j. ben vernazza, cpa, pfs — July 1, 1993

Comments Paragraph 4.

A CPA should not give the impression to clients that the engagement 
ends with implementation lest he be subject to liability in the future when 
substantial changes have taken place in the economy, taxes and all kinds of 
worldwide events. On-going reviews and monitoring are necessary. It is 
suggested that the importance of this be highlighted in written reports 
such as the following caveat:

C hanges in your p erso n a l c ircum stances, tax  law s, the  
investm en t environm ent, the econom ic cycle and sim ila r  
unforeseeable events could modify the appropriateness o f  the 
advice o f  this plan. Therefore, it is recommended that you  
either have a program  o f  on-going fin a n c ia l m anagem ent, 
monitoring and review or a periodic review to make sure you  
are progressing toward the attainm ent o f your financia l goals 
and objectives.

C om m ents on P a ra g ra p h  6

The last sentence needs to be revised; if it is not I will be in violation 
of the statem ent on responsibilities because I have either limited power of 
attorney or full discretion on trading my clients' accounts. I am also aware 
of other CPAs (that hold themselves out as CPAs) that have discretionary 
authority and would be in violation. Therefore, I suggest the following 
m odification :

6.........................  Regardless of the level of assistance, implementation
decisions are made by the client, not by the C PA , unless the 
c lien t has g iven  the CPA d iscre tion ary  au thority  or 
lim ited  po w er to trade the c lien ts account.



Comments on Appendix B (3)(a)

I have made certain suggested changes to SRPFP #2 regarding the 
"Relationship of the Specialist to Third Parties." If  this is adapted the 
im portant disclosure of comm issions and other renum eration by insurance 
agents should be covered in this example. See the attached example 
disclosure statem ent.

Comments on Appendix C (3)(a)

Your example of "general partners of partnerships, investm ent 
bankers, and stockbrokers" are, in my opinion, three examples of very 
non-objective third parties. I would rather see you add some more 
objective third parties such as CPA/PFS, CFA’s (Chartered Financial 
Analysts), CFP's that belong to the Registry®, etc.

I have made certain suggested changes to SRPFP #2 regarding the 
"Relationship of the Specialist to Third Parties." If this is adapted the 
im portant disclosure of comm issions and other renum eration by 
investm ent advisers, stockbrokers, certified financial planners, etc. should 
be covered in this example. See the attached example disclosure 
s ta te m e n t.



July 7, 1993

Stephen J. Rojas, Senior Technical Manager
Personal Financial Planning Division, File 1093
American Institute of CPAs
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881

Re: Exposure Drafts on Proposed Statements on Responsibilities
in Personal Financial Planning Practice ’’Working with 
Other Advisers” and "Implementation Engagement Functions 
and Responsibilities"

Dear Mr. Rojas:
One of the objectives that Council of the American Institute of 
CPAs established for the Private Companies Practice Executive 
Committee is to act as an advocate for all local and regional 
firms and represent those firms’ interests on professional 
issues, primarily through the Technical Issues Committee (TIC). 
This communication is in accordance with that objective.

We have reviewed the above reference exposure draft containing 
two proposed statements providing guidance to CPAs who perform 
personal financial planning services. We recognize the need for 
practical guidance in these areas and concur that the statements 
do not constitute enforceable technical standards. We believe, 
however, that such guidance should be provided through other 
mediums (e.g., practice aids, manuals, articles, etc.). Because 
of the apparent authoritative nature of a statement on 
responsibilities, CPAs that do not elect to follow the guidance 
therein may have difficulty justifying their noncompliance to 
third parties and, as a consequence, face professional criticism, 
as well as possible legal challenge or even liability. Further, 
although it has been stated that these statements on 
responsibilities do not represent enforceable standards, CPAs may 
still believe they must follow this guidance. From a cost 
perspective, this would further place CPAs at a competitive 
disadvantage with non-CPAs.
Notwithstanding our aforementioned concerns, we are providing 
comments and suggestions on certain aspects of the statements in 
the event their issuance is unavoidable.



-  2 -

Working with Other Advisers

Paragraph six refers the CPA to other Statements on 
Responsibilities in Personal Financial P l a n n i g  Practice for 
further guidance when he or she needs to communicate limitations 
on the scope of the engagement to the client. Perhaps the final 
statement could also refer CPAs to other relevant professional 
standards to gain a more comprehensive understanding of how a 
scope limitation could affect the e n g agement

Guidance s e l e c t i n g  other ad visers is discussed in paragraph 
nine of the proposed statement. Occasionally, a client will 
insist that the CPA use a particular adviser to assist in the 
engagement. Although  the CPA can become satisfied with the 
professional qualifications and reputation of that adviser, such 
a situation may need to be approached with a heightened sense of 
awareness. We believe the final statement should discuss this 
issue and inform practitioners that under such circumstances the 
engagement m ay need to be performed with an increased level of 
professional skepticism. Moreover. the statement should  provide 
guidance on CPA’s responsibilities when he or she is dissatisfied 
with t he professional qualifications and/or reputation of the 
client selected adviser.

Implementation Engagement Functions and Responsibilities

Paragraph two states that the proposed statement ”... does not 
extend to situations in which the CPA is functioning in a 
fiduciary or an agency relationship." However, item c(ii) in 
paragraph three states that a CPA may be engaged to assist the 
client in certain planning decisions, including participation 
’’. . . in the selection and acquisition of products and/or the 
selection of service providers." A broad interpretation of this 
provision could suggest to some practitioners that a client can 
grant authorization to the CPA to acquire products and services 
on behalf of the client, effectively creating a fiduciary or 
agency relationship. To avoid confusion, we believe these 
seemingly contradictory provisions should be reconciled.

Paragraph six states the complexity and scope of implementation 
engagements vary, as well as the level of assistance provided by 
the CPA. Therefore, the CPA and client should identify and agree 
on the level of implementation assistance to be provided. It may 
be helpful to include examples to assist practitioners in gaining 
a better understanding of this provision.

The foregoing paragraph also discusses the need to have the 
client, not the CPA, make implementation decisions. Perhaps the 
final statement could refer the CPA to Professional Ethics Ruling 
No. 55, "Independence During Systems Implementation," which 
elaborates further on this issue. *

The icon, "Assist in Implementation," in the flowchart in 
appendix A does not indicate whether the accountant is assisting 
a client or another adviser. To clearly communicate which party
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the accountant is assisting, we believe the title of this symbol 
should be changed to "Assist the Client in Implementation."

3/3

* **

We appreciate the opportunity to present these comments on behalf 
of all local and regional firms. We would be pleased to discuss 
our comments with you or representatives of the Personal 
Financial Planning Executive Committee at your convenience. 

Sincerely,

Judith H. O ’Dell, Chair
PCPS Technical Issues Committee

J H O :a l
F i l e  222 0

c c : PCP E x e c u t i v e  a n d  T e c h n i c a l  I s s u e s  C o m m i t t e e s



Ethics Rulings 4439
52. Unpaid Fees

.103 Question— A member’s client has not paid fees for previously ren­
dered professional services. Would the independence of the member’s firm be 
considered to be impaired with respect to the client for the current year?

.104 Answer—Independence of the member’s firm is considered to be 
impaired if, when the report on the client’s current year is issued, fees remain 
unpaid, whether billed or unbilled, for professional services provided more 
than one year prior to the date of the report. Such amounts assume the 
characteristics of a loan within the meaning of Rule 101 and its interpreta­
tions.

This ruling does not apply to fees outstanding from a client in bank­
ruptcy.
[Replaces previous Ruling No. 52, Past Due Fees, November, 1990.]
[53.]

[.105-.106] [Deleted]
54. Member Providing Appraisal, Valuation, or Actuarial Services

.107 Question—Would the performance by a member of appraisal, valua­
tion, or actuarial services for a client impair the independence of that mem­
ber?

.108 Answer—Performance by a member of appraisal, valuation, or 
actuarial services, the results of which may be incorporated in the client’s 
financial statements, would not impair a member’s independence if all of the 
significant matters of judgment involved are determined or approved by the 
client and the client is in a position to have an informed judgment on the 
results of those services.
[Replaces previous Ruling No. 54, Member Providing Actuarial Services, 
November, 1990.]
55. Independence During Systems Implementation

.109 Question—A member has been requested by a client to perform an 
engagement involving the implementation of an information and control 
system. As part of this implementation, the member will arrange interviews 
for client’s hiring of new personnel, and instruct and oversee the training of 
current client personnel. Would the independence of the member be considered 
to be impaired with respect to the client if the member performs this 
engagement?

.110 Answer—Independence of the member would not be considered 
impaired under these circumstances provided the client makes all significant 
management decisions related to the hiring of new personnel and the imple­
mentation of the system. The member also must limit his or her supervisory 
activities to initial instruction and training of personnel and should avoid 
direct supervision of the actual operation of the system or any related 
activities that would constitute undue involvement in or identification with 
management functions.
[Revised, effective June 30, 1990, by the Professional Ethics Executive Com­
mittee.]
56. Executive Search 

.111 Question—A member’s client is establishing a new operation in 
another locality. The client has asked the member to recruit and hire for the 
company a controller and a cost accountant for its new operation. Would the

AICPA Professional Standards ET § 191.111
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Instructions for Response Form
This form may be used for comments or suggestions relating to any aspect of 

the exposure draft that is of concern or interest to you. Return this response form to
the address indicated on the reverse side by the comment dote.
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EXPOSURE DRAFT
PROPOSED STATEMENT ON RESPONSIBILITIES IN 

PERSONAL FINANCIAL PLANNING PRACTICE

2 / 2

IMPLEMENTATION ENGAGEMENT FUNCTIONS AND 
RESPONSIBILITIES

Comments on draft

General:

Paragraphs 12: 

Paragraph 13:

There  appears to be an overall context problem with the proposed 
statement as it is written similar to auditing and accounting 
standards versus personal financial planning. The standards are 
written more as an attest function versus an action function.

Line 10 add “to" after the word client.

It is recommended that the word ’’should” in Line two be replaced 
to read "needs”. This emphasizes that fact that a financial planner 
has a responsibility to fully understand the total financial plan

These com m ents are submitted by the Personal Financial Planning 
Committee of the Indiana CPA Society. However, the comments 
have no official status and do not represent either the approval or 
the disapproval of the Exposure Drafts by the Society or its Board 
of Directors.
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Comment Date: July 9, 1993

Name and Affiliation: Texas Society o f CPAs' Personal F inancia l Planning Committee 

Comments: ___________Nothing was sa id  about legal q u a lif ic a t io n  o f the CPA as an

investment adv iso r. I l lu s t r a t io n  (Appendix C) c le a r ly  im plies

the CPA can choose s p e c ific  investments to  Include in  a p lan . 

The c lie n t  then might implement the plan (purchase t he

s p e c ific  s e c u rit ie s ) w ithout review by any reg is tered  investment

advisor.

Instructions for Response Form
This form m ay be used for comments or suggestions relating to any aspect o f 

the exposure draft that is o f concern or interest to you. Return this response form to  
the address indicated on the reverse side by the comment date.
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C o m m en ts: I  am a  CPA w i t h  2 2  y e a r s  e x p e r i e n c e  i n  p u b l i c
a c c o u n t i n g  -  1 8  o f  t h o s e  y e a r s  i n  t h e  B i g  6  ( B i g  8 ) .  I  w a s  
a n  a u d i t o r  f o r  t h e  f i r s t  2 y e a r s  o f  my c a r e e r ,  t h e n  c h a n g e d  
t o  t a x  a n d  w o r k e d  my w a y  u p  t o  b e  a  t a x  p a r t n e r  i n  o n e  o f  
t h e  B i g  6  f i r m s  f o r  9 y e a r s .  I  am c u r r e n t l y  w i t h  t h e  
a c c o u n t i n g  f i r m  o f  H o d g e , S t e w a r d  a n d  C om p an y , P .A .  w o r k in g  
a l m o s t  e x c l u s i v e l y  i n  t h e  t a x  a r e a .  T h i s  i n f o r m a t i o n  w a s  t o  
p r o v i d e  a  b a c k g r o u n d  fr o m  w h ic h  I  m ak e t h e s e  c o m m e n ts .

I  h a v e  r e a d  b o t h  e x p o s u r e  d r a f t s ,  SRPFP N o . 2  a n d  3 .  My
r e a c t i o n  t o  b o t h  w a s  s u r p r i s e .  I  am s t r u c k  c o n t i n u a l l y  b y  
t h e  r e a l i t y  o f  l i t i g a t i o n  a n d  t h e  a p p a r e n t  s a f e g u a r d s  o u r  
p r o f e s s i o n  i s  t r y i n g  t o  im p le m e n t  t o  p r o t e c t  o u r  a c t i o n s .  
R e g r e t a b l y ,  t h e  c o s t  t o  p e r f o r m  s u c h  w o r k  e s c a l a t e s  w i t h  
e a c h  s u c h  p r o n o u n c e m e n t .  I  b e l i e v e  t h e  w o r k  p r o d u c t  t h e n  
b e c o m e s  s o m e t h i n g  t h e  c l i e n t  d o e s  n o t  s e e  t h e  b e n e f i t  o f  a n d  
d o e s  n o t  w a n t  t o  p a y  f o r .

T h o s e  " o t h e r  a d v i s e r s "  w e w o r k  w i t h  ( a t t o r n e y s  e x c l u d e d )  d o  
n o t  h a v e  t h e  sa m e  p r o f e s s i o n a l  a n d  p e r f o r m a n c e  s t a n d a r d s ,  
i . e . ,  i n s u r a n c e  a n d  o t h e r  f i n a n c i a l  p r o d u c t  s a l e s p e o p l e ,  
i n v e s t m e n t  a d v i s o r s ,  e t c .  I  s u p p o s e  t h e  r e a l  p u r p o s e  o f  
t h e s e  t w o  s t a t e m e n t s  i s  t o  a s s u r e  t h a t  C P A 's  c o n t i n u a l l y  a c t  
p r o f e s s i o n a l l y .

U n f o r t u n a t e l y ,  C P A 's  d o  n o t  h a v e  g u a r a n t e e d  j o b  s e c u r i t y
l i k e  a n  a t t o r n e y  i s  t h o u g h t  o f  a s  h a v i n g  f o r  t h e  d r a f t i n g  o f  
w i l l s ,  t r u s t s ,  e t c .  T h e r e  i s  n o t h i n g  i n  t h e  P e r s o n a l  
F i n a n c i a l  P l a n n i n g  P r a c t i c e  t h a t  a  c l i e n t  h a s  t o  u s e  o u r  
s e r v i c e s  f o r  -  w e  a r e  i n  c o m p e t i t i o n  w i t h  a l l  t h e s e  o t h e r  
s e r v i c e  p r o v i d e r s .  Y e t  w e a p p e a r  t o  b e  m a k in g  o u r  s t a n d a r d s  
i n  t h i s  a r e a  m uch  l i k e  t h e  a t t e s t  f u n c t i o n .  B u t  w h e r e  i s  
t h e  p u b l i c  g o o d  t o  b e  s e r v e d ?  We a r e  d e a l i n g  o n e  o n  o n e  
w i t h  o u r  c l i e n t .  I t  i s  a s  i f  w e a r e  s a y i n g  -  w e d o  p e r s o n a l  
f i n a n c i a l  p l a n n i n g  b e t t e r  t h a n  a n y o n e  e l s e  b e c a u s e  w e w r i t e  
d ow n  w h a t  w e a r e  n o t  r e s p o n s i b l e  f o r  a n d  w e a t t e m p t  t o  
c h a r g e  t h e  c l i e n t  f o r  t h i s  n o t i f i c a t i o n .  I s  t h e  c l i e n t  
b e t t e r  s e r v e d  b y  a l l  t h i s ?

I  s u b m i t  t h a t  t h e s e  t w o  s t a t e m e n t s  a p p e a r  t o  b e  a t t e m p t i n g  
t o  p r o t e c t  C P A 's  f r o m  t h e  c l i e n t  a n d  t h e m s e l v e s .  I f  CPAs 
p e r f o r m  p e r s o n a l  f i n a n c i a l  p l a n n i n g  e n g a g e m e n t s  e t h i c a l l y  
t h e s e  " r u l e s "  s h o u l d  b e  u n n e c e s s a r y .  T h e  c o s t  o f  c o m p l i a n c e  
w i l l  n o t  b e  r e a d i l y  b o r n e  b y  t h e  c l i e n t .

I t  s e e m s  w e a r e  c o n c e r n e d  m o re  w i t h  d o c u m e n t in g  w h a t  w e  a r e  
n o t  r e s p o n s i b l e  f o r  t o  p r o t e c t  o u r s e l v e s  fr o m  l i t i g a t i o n  
t h a n  w e  a r e  i n  m a k in g  a p p r o p r i a t e  r e c o m m e n d a t io n s  t o  h e l p  
t h e  c l i e n t .  T h i s  l o o k s  l i k e  w e a r e  i n d e c i s i v e  a n d  a s  m any  
o f  t h e  j o k e s  g o  a b o u t  a c c o u n t a n t s  -  t o t a l l y  a c c u r a t e  
i n f o r m a t i o n  i s  p r o v i d e d  b u t  i t  i s  t o t a l l y  w o r t h l e s s  t o  t h e  
u s e r .  <



COMMENTS ON EXPOSURE DRAFT  
PROPOSED STATEMENT ON RESPONSIBILITIES IN PERSONAL FINANCIAL 

PLANNING PRACTICE NO. 3

IMPLEMENTATION ENGAGEMENT FUNCTIONS AND RESPONSIBILITIES

Paragraph 2., 1st sentence-Eliminate the words "...is 
usually..." and replace with "...may be..." in the 2nd line.

Paragraph 2., 2nd sentence-Eliminate the words "...only..." 
(in the 2nd line of the sentence) and "...activities." (last word 
of the sentence). These words do not add anything to the 
sentence and the word "only" is too limiting.

Paragraph 8.-This sentence is awkward as structured. I 
suggest that the sentence start with the last 4 words ("In an 
implementation engagement") and end after the 2nd "CPA."

Paragraph 8.c.-This sub-paragraph is unclear. What are you 
trying to say?

Paragraph 8.-How about an example of the written 
communication referred to in Paragraphs 8.a. through 8c. After 
all there is an example in Paragraph 9.

Paragraph 10.-I believe that an example of how the CPA would 
assist the client to prioritize attributes would be helpful if 
you are making this a Standard.

Paragraph 11.-While the last sentence of this Paragraph does 
not seem to be creating a Standard (because it says "...the CPA 
may..."), it would be a good idea to give an example of the 
communication addressed.

Paragraph 12., 10th line-I believe that the word "to" should 
be inserted between the words "client" and "develop" in order for 
the sentence to be clearer.

Paragraph 13., 9th line-I believe that the word "investment" 
should be replaced by the word "product" in order to be more 
accurate and less limiting.

Paragraph 13., 11th line-I do not understand what the term 
"family situation" means.

Paragraph 14., lines 3 & 4-The word "specifically" should be 
eliminated as it does not add to the description.

M ITC HELL FR E E D M A N  A C C O U N TA N C Y  CO RPO RATIO N



 
COMMENTS ON EXPOSURE DRAFT

PROPOSED STATEMENT ON RESPONSIBILITIES IN PERSONAL FINANCIAL 
PLANNING PRACTICE NO. 3 (Continued)

IMPLEMENTATION ENGAGEMENT FUNCTIONS AND RESPONSIBILITIES

APPENDIX B.

Paragraph 2.-The words "his or her" on the 4th and 5th lines 
are ambiguous. Is it the CPA’s or client’s understanding?

Paragraph 4.c.-Elaborate on what you mean by "ratings."
Paragraph 6.-Same comment as for Paragraph 4.c.

Paragraph 6.c.-How would the CPA be able to determine this? 
By putting this example in the Statement you may be creating a 
standard that cannot be reasonably met.

Paragraph 7.-The last sentence of this Paragraph seems to be 
thrown-in. However, this issue is of extreme importance.
Consider developing this under the section Establishing Selection 
Criteria.

APPENDIX C.

Paragraph 1., 5th line-Should the word postretirement be 
hyphenated?

Paragraph 2.-See same comment as in Appendix A.

Paragraph 6.a.-Start the sentence with "Satisfaction of..." 
and end it after the word "engagement."

Paragraph 6.b.-Start the sentence with "Adherence to..." and 
end it with "...engagement."

Paragraph 6.c.-Start the sentence with "Achievement of..." 
and end it with "...strategy."

Paragraph 7., 1st line-Eliminate the word "all.”
Paragraph 7., last sentence-It is unclear as to why this is 

included in the Statement.

M ITC HELL FR E E D M A N  A C C O U N TA N C Y  CORPO RATIO N



July 3, 1993
7Z-IZ

Stephen J. Rojas
Senior Technical Manager,
PFP Division
File 1093
AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881

RE: File 1093, Proposed Statements on Responsibilities in Personal 
Financial Planning Practice - Implementation Engagement Functions 
and Responsibilities

Dear Mr Rojas:

The Auditing Services Committee, on behalf of itself and the Personal 
Financial Planning subcommittee of the Taxation Committee, of the Illinois 
CPA Society is pleased to submit its response to the request for comments 
on the above Exposure Draft, as follows:

Paragraph 3 c. ii refers to the CPA's participation in the selection and 
acquisition of products. This raises the implication that the CPA should 
probably be a registered investment advisor. We believe that a comment (or 
footnote) should be added with reference to situations calling for the CPA to 
be licensed with the appropriate securities, real estate, or insurance regulatory 
authorities in order to accomplish the activity referred to in this section.

Paragraph 6 of Appendix B, referring to the selection of specific product, 
should contain a requirement that the CPA provide to his or her client, in 
writing, his or her credentials and licenses that underlie the CPA's advice that 
is being given to the client.

The above represents the views of the Illinois CPA Society rather than that of 
any o f the individual members of the committee or any of the firms or 
organizations with which they are associated.

Very truly yours,

Michael Pierce
Chairman, Auditing Services Committee

2
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S O U T H
R I V E R ­

S I D E  P L A Z A  
C H I C A G O  . I L .  
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3 1 2 -  9 9 3 - 0 3 9 3
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To: AICPA

From: Lisa G. Rudolph
Chair, Personal Financial Planning Committee 
D.C. Institute of CPA's
(703)734-7324

Re: Exposure Draft
Proposed Statement on Responsibilities in
Personal Financial Planning Practice

Implementation Engagement Functions and Responsibilities

Comments:

The issue raised regarding proposed SRPFP, Working With Outside Advisers, regarding scope of 
responsibility for reviewing work of outside advisers applies to this proposed SRPFP as well. The 
appendices outline the responsibility of the CPA for establishing selection criteria for disability or 
investment products, however, the SRPFP does not address the CPA's responsibility to review the 
recommendations provided by other professionals.

The only other issue which should be addressed is the CPA's responsibility to understand and delineate the 
client's goals, objectives and constraints when the CPA is engaged to assist with implementation. For 
example, the CPA may be engaged to assist with a search for professional money managers. In this case, 
the CPA should communicate the client's goals, objectives and constraints when outlining selection 
criteria.
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Jon Flair, Member
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Jimmie Self, Member 
Lyn Tew
Deborah Zundel
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Comments:

The exposure draft is complete and well written. The committee 
members have no specific objection to anything contained in the 
exposure draft. However, some members believe that some additional 
guidance would be helpful in the area of assisting the client in 
the selection of products. The CPA should communicate to the 
client that he is not responsible for the performance of the 
product selected.
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Stephen J Rojas
Senior Technical Manager
PFP Division, File 1093
AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881

Dear Mr. Rojas:

Enclosed please find letter of comments from one of our PFP division members related to the 
Exposure Drafts dated May 10, 1993.

Please consider these comments when issuing the final statements on responsibility in Personal 
Financial Planning practice.

Very truly yours,

Michael C. Palazzola, CPA, CFP 
Chairman, MACPA PFP Committee

MCP:mak

Enclosure

3155 West Big Beaver, Suite 260 
Troy, Michigan 48084-3007 

(313) 649-3400 FAX (313) 649-2187

3133 Van Horn, Suite A, P.O. Box 265
Trenton, Michigan 48183-0265 

(313) 692-0300 FAX (313) 692-0994
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June 21 , 1993

Mr. Michael C. Palazzola, CPA 
Derderian, Kann, Seyferth & Salucci, PC 
Suite 520
3001 W. Big Beaver Road
Troy, Michigan 48084-3146

Dear Mr. Palazzola:

Below are my comments on Proposed Statements on Responsibilities in Personal 
Financial Planning Practice, Working with Other Advisers, and Implementation 
Engagement Functions and Responsibilities.

2.

I. Advisors
1. Paragraph 9  - W ill file documentation be an implicit requirement of 

paragraph 9? i.e., will each client file require informal write-up for each 
referral, exploring and answering each of subparagraphs (a.) through (d.)? 
Perhaps this  should be addressed in the "statement?"

2. Paragraph 9  - Presumably, subparagraph (d.) refers to use of an existing 
client adviser’s work in  the course of an engagement (as opposed to a referral 
situation). In this regard, is it appropriate to state that we will apply a 
different standard of diligence or a c c e p ta b ly  because of the relationship the 
client may have with the adviser as is implied.

II. Implementation
1. Paragraph 12 - grammatical:

"The CPA might also be asked to assist the client develop more specific..." 
"Assist" should be replaced by "help."

2. Appendix B
Paragraph 7 - grammatical; typos:

• Second line - contracts should be contacts.
•  Tenth and eleventh line - either add "was" between "coverage" and 

"bound" or eliminate "was" between "policy" and "issued."



June 21, 1993
Mr. Michael C. Palazzola, CPA 
Page 2

3. Appendix C
Paragraph 5  - consider the more frequently used terminology "investment 
policy statement" as a replacement for "investment strategy statement."

Sincerely,

Richard Connell

RC/maf
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July 7, 1993

Mr. Stephen J. Rojas
Senior Technical Manager
American Institute of Certified 

Public Accountants
PFP Division
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881

Dear Mr. Rojas:

We submit the following comments on the proposed Statement on Responsibilities in Personal 
Financial Planning Practice (SRPFP), Working With Other Advisors:

  Paragraph 9  

Consistent with proposed revisions to Statement on Auditing Standards No. 11, Using the 
Work of a Specialist, we suggest that the first sentence be modified to read, "To determine 
that the other advisor possesses the necessary skill or knowledge, the CPA should evaluate the 
professional qualifications of the advisor before referring . . . "

 
Paragraph 14

In the second line of the illustration, "for drafting" should be replaced by "to prepare."

We submit the following comments on the proposed SRPFP, Implementation Engagement 
Functions and Responsibilities:

Appendix B. paragraph 7

In the first sentence, "contracts" should be replaced by "contacts."

Coopers & Lybrand is a member firm of Coopers & Lybrand (International)



 
General

The exposure draft seems to indicate the need for detailed reporting. We suggest that the 
relationship between the cost imposed and the benefits reasonably expected to be derived 
from detailed reporting be considered.

If you have any questions regarding our comments, please contact A.J. Lorie (212-536-2119) 
in our National office.

Very truly yours,



JOSEPH C. MONTZ. CPA 
Director of Financial Planning

R E CE IV E D  JUL 2 2 1993

The Acacia Group®

M EM ORANDUM   

TO: STEPHEN J . ROJAS
SENIOR TECHNICAL MANAGER, PFP D IV IS IO N

FROM: JOSEPH C. M ONTZ
CHAIRMAN - LOUISIANA ESTATE A N D  FIN A N C IA L  
PLANNING COMMITTEE

DATE: JULY 19, 1993

The following is a summary of the comments received from the exposure draft of 
proposed statement on Responsibilities in Personal Financial Planning Practice. The 
Louisiana Estate and Financial Planning Committee hopes this proves helpful for the 
final document. If any of our comments are inaccurate please let us know.

IMPLEMENTATION

1. Implementation does not include "Selecting Investment Advisers" - that falls 
under "Working With Other Advisers." Selecting specific investments subjects 
the CPA to registration as an investment advisor.

3. The CPA can actually assist the client by helping fill out necessary paper work 
to establish accounts as called for under the financial plan.

9. The example here will cause the CPA to be considered as giving investment 
advise and subject them to registration requirements.

APP B

6c - Seems like this should be in Section 4 under "Establishing Selection Criteria." 
CPA should then discuss in C all the Selection Criteria.

Acacia Financial Center
Lakeway Three Center • Ste. 3160 • 3838 N. Causeway Blvd. • Metairie, LA 70002 • (504) 831-7513 • FAX (504) 837-2704

Acacia Mutual Life • Acacia National Life • Calvert Group, Ltd. • Calvert Securities Corp. • Acacia Federal Savings Bank



Continued Page 2

APP C

 

1. It would appear this would subject the CPA to investment advisor registration 
requirements.

Working With Other Advisers

1. The Investment Advisers Act of 1940 indicates that a referral to a client of a 
person or firm that gives specific investment advice is held to be investment 
advice and subjects the referrer to registration requirements.

2. Our referrals should be written to delineate our actual recommendation since 
verbal referrals do not reduce liability.

When a CPA prepares any analysis for the client he/she should document which 
sources were relied upon for this information. Example: A.M. Best's, Standard and 
Poor's, etc. and further documents that he/she has no responsibility for the accuracy 
of such ratings.



Certified Public 
Accountants

1845 Walnut Street 
Philadelphia, PA 19103-4755

Asher&Company, Ltd.

Mr. Stephen J. Rojas 
Senior Technical Manager 
PFP Division, File 1903 
AICPA
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July 2 1 ,  1993

Dear Mr. Rojas:

In response to the AICPA’s May 10, 1993 request for comments 
on the exposure drafts related to SRPFP No. 2 and SRPFP No. 3, I 
have the following comments. I believe that the drafts provide, 
for the most part, excellent guidance for the subject matter that 
they encompass. I hope that the AICPA continues to provide more 
guidance in the area of PFP work so that CPA can continue to 
develop this practice area and maintain the high standards that 
are required of other practice areas.

In the discussion of SRPFP No. 3, "Implementation Engagement 
Functions and Responsibilities", paragraph 8, stipulates that the 
client has to be made aware that we do not guarantee "the 
client’s expected results or benefits". I believe that it should 
to communicated to the client that decisions made in the 
implementation process may positively or negatively affect the 
plan. Only communicating to the client that we do not guarantee 
the expected results or benefits does not impart to the client 
the possible ramifications of the decisions made during the 
implementation process. Disclosing the possible effects of the 
decisions made during the implementation process may encourage 
the client to be more attentive and thoughtful when making the 
decisions.

Paragraph 8c. of SRPFP No. 3 states that we must communicate 
that we have not considered all relevant information. It should 
be communicated to the client that we have considered all 
information provided to us at the time the decisions were made. 
Paragraph 8c conveys that we have not done what we are being paid 
to do. Our job is to consider all relevant information that has 
been provided to us.
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Mr. Stephen J. Rojas 
July 19, 1993 
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It appears that paragraph 8c (as written) is trying to 
communicate that there are other factors which may affect our 
decision making process; but this fact can be incorporated into a 
scope limitation statement. If this statement is meant to limit 
the number of sources of information that we must consider, 
disclosing the sources of information that we use when making our 
decisions (i.e. Morningstar, Standard & Poors, etc.) may be 
appropriate.

I appreciate the time that you have taken to consider my 
comments. If you would like to discuss them further, please do 
not hesitate to call.

Michael D . Turgeon, CPA

MDT:bsf


	Comment letters on Proposed Statements on Responsibilities in Personal Financial Planning Practice: Working With Other Advisers and Implementation Engagement Functions and Responsibilities
	Recommended Citation

	tmp.1583259905.pdf.O0nMg

