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\  Quality Control

S Chapter-) QUALITY CONTROL )—

Quality Control for Firms that Perform Audits and Reviews
of Historical Financial Information, and Other Assurance
and Related Services Engagements

(0BJECTIVE )

circumstances.

APPLICABILITY )

(DEFINITION )

The record of work performed, results obtained, and conclusions

Engagement
999 the practitioner reached (terms such as “working papers” or
documenta- « » , :
. work papers” are also sometimes used). The documentation for
s a specific engagement is assembled in an engagement file;
All personnel performing an engagement, including any experts
contracted by the firm in connection with that engagement. The
Engagement « » T O C
. term “engagement team” excludes individuals within the client’s

IAF who provide direct assistance on an audit engagement when
the external auditor complies with the requirements of SA 610.

An entity whose shares, stock or debt are guoted or listed on a
Listed entity recognized stock exchange, or are traded under the regulations of
a recognized stock exchange or other equivalent body.

Any individual with authority to bind the firm with respect to the
performance of a professional services engagement.

Partner

Personnel Partners and staff.
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CHAPTER | - SQC 1 |

Suitably An individual outside the firm with the capabilities and competence to
gualified act as an engagement partner, for example a partner or an employee

external person (with appropriate experience) of another firm.

Refer SA 220 Engagement partner, Engagement quality control review, Engagement

for definition of guality control reviewer, Firm, Inspection, Monitoring, Network Firm, Network

SYSTEM OF QUALITY CONTROL

eacn of tne following elemen

firm obtain their feedback

(a) Leadership responsibilities for quality (d) Human resources.

within the firm. (e) Engagement performance.
(b) Ethical requirements. (f)  Monitoring.
(c) Acceptance and continuance of client

relationships and specific engagements.

LEADERSHIP RESPONSIBILITIES FOR QUALITY WITHIN THE FIRM

ETHICAL REQUIREMENTS
» | The firm should comply with relevant ethical requirements which include:
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\  Quality Control

Professional compe- W Confidentiality; B Professional
tence and due care; and behavior.

reinforced by:
(a)  the leadership of the firm,

(b)  education and training,

(c)  monitoring, and

‘D cor dealing saith non-compli

ETHICAL REQUIREMENT - INDEPENDENCE

o ID !
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CHAPTER | - SQC 1 |

Fawmiliarity Threat -

| auditors are subjected to mandatory peer review

LY

ACCEPTANCE AND CONTINVANCE OF CLIENT RELATIONSHIPS AND SPECIFIC ENGAGEMENTS

a ‘ 0 Q ’, / 1]7%, V) Y 1 a DNSNIP O Qa 4, ‘ CNQAagevy)ey

should document how the issues were resolved.

Management Integrity

FAST / CA FINAL AUDIT - BY CA ST
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\  Quality Control

» | The firm has sufficient personnel with the necessary capabilities and competence;

2 Experts are available, if needed;

. s PRI IR

to ethical principles; and
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CHAPTER | - SQC 1 |

BN TI! (@) Recruitment, - (b) Performance evaluation;

indicates content (c) capabilities; : (d) competence;
of SA which are (e) career development; : () Promotion;

B /‘nrcji/ec\!/::fnb;’g/‘f;o;ﬁ/l (g) compensation; and . (h) Estimation of personnel needs.

\ J
F shsp o N . . .
. Methods to develop capabilities and competence - Professional education, Continuing

professional development, including training, Work experience, Coaching by more

experienced staff, for example, other members of the engagement team.

(a) Makes personnel aware of the firm’s expectations regarding performance

and ethical principles;
(b)  Provides personnel with evaluation of, and counseling on, performance, progress

and career development; and

(c)  Helps personnel understand among other things, performance guality, adherence

to ethical principles, disciplinary action on failure to comply with the fim’s

policies and procedures.

» | EP (Engagement Partner)
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\  Quality Control

o Ability to apply professional judgment.

° A’” ! ! r E!! & ) !.! ! ! !. . ! ’

ENGAGEMENT PERFORMANCE
The hould establish policies / \ ! bl .
. : i ) fossional standard

o Compliance with laws/ requlations.

Supervision Refer SA — 220
Review Refer SA  — 220

CONSULTATION IN DIFFICULT & CONTENTIOUS MATTERS

within or outside the firm who have specialized expertise, to resolve a difficult or contentious

matter.
» | Effective consultation requires that those consulted be given all the relevant facts
> | A firm without appropriate internal resources, may consider advisory services provided

by (a) other firms, or (b) professional and requlatory bodies
» | The doc




CHAPTER | - SQC 1 |

ENGAGEMENT QUALITY CONTROL (EQC) REVIEW (REQUIRED BEFORE REPORT IS ISSVED)

(o

The firm should establish policies and procedures requiring, for appropriate engagements, an

enqagement aaality control review that provides an alg[ect[ye evaluation of the sz‘gn[ﬁcant
v} v} [ 4

Judgments made by the engagement team and the conclusions reached in formulating the

report. Such policies and procedures should:

(a) Require an EQC review for all audits of FSs of listed entities,

(b) Set out criteria against which all other audits & reviews services should be evaluatedto

determine whether an engagement QC review should be performed;

(c) Require an engagement QC review for all engagements meeting the criteria established

in compliance.

Criteria to include engagements other than audits of listed entities include:

. The nature of the engagement, whether involves public interest.
e Unusual circumstances or risks in an engagement or class of engagements.
. Whether laws or requlations require an engagement quality control review.

The firm should establish policies and procedures setting out:

(a) The nature, timing and extent of an engagement guality control review;

(b) criteria for the eligibility of engagement guality control reviewers; and

(c) Documentation requirements for an engagement guality control review.

EQC POLICIES AND PROCEDURES

Nature, Timing and Extent of the EQC Review

! + evalit control inarile invol

and the report

/ CA FINAL AUDIT - BY CA ST

first attempt success tutoria s




\  Quality Control

> | It also involves a review of selected working papers.

b Criteria for the Ehglbihty of Engagement Quality Control Reviewers (EQCR)
| The firm’s policies and procedures to establish their eligibility through:

S -
L%
-y
-
.
-

Differences of Opinion - Refer above discussion on it
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CHAPTER | - SQC 1 |

c Documentation of the Engagement Quality Control Review

BMORNTF A S T /CA FINAL AUDIT - BY CA ST
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