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QUALITY GONTROL ISA 220

Scope of ISA 2

A“This standard deals with specific responsibilities of
the auditor regarding quality control procedures for an
audit of financial statements

It also addresses where applicable, the responsibilities
of engagement quality control reviewer.

AThis ISAIs to be read In conjunction with relevant
ethical requirements”
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QUALITY GONTROL I5A 220

System of Quality Control

O“Quality control systems, policies and procedures are the
responsibility of the audit firm.

AUnder ISQC, the firm has an obligation to establish and
maintain a system of quality control to provide it with
reasonable assurance that:

a(a) The firm and its personnel comply with professional
standards and applicable legal and regulatory requirements;
and

a(b) Reports issued by the firm or engagement partners are
appropriate in the circumstances.

AThis ISA is premised on the basis that the firm is subject to
ISQC 1 or to national requirements that are at least as

demanding.” @
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OBJECTIVE o
The objective of the auditor Is to
Implement quality control procedures at
the engagement level that provide the
auditor with reasonable assurance that:

a) The audit complies with professional
standards and applicable legal and
regulatory requirements; and

b) The auditor’s report 1ssued 1s
appropriate in the circumstances.
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OEIIJRLITY CONTROL ISA 220

ISA 220 should be read in conjunction of ISA200 *
Overall objectives of the Independent Auditor and the
conduct of an audit in Accordance with International
Standards on Auditing”.

AThe responsibilities for quality to all audit
engagements that are conducted in accordance with
ISAs, and ISQC1 rests with the engagement partner (
par 8 ISA 220).

QISA 220 establishes requirements for the engagement
partner that are designed to facilitate a quality audit,
Including, among others, requirements for;
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QUALITY CONTROL ISA 220
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= Taking responsibility for the overall quality on each au """
engagement to which that engagement partner Is assigned

= Being certified that appropriate procedures regarding the
acceptance and continuance of client relationships have been
followed and determining that conclusions reached in this
regard are appropriate.

= Taking responsibility for
= (1) the direction, supervision and performance of the audit
engagement in compliance with professional standards and
applicable legal and regulatory requirements; and
= (11) the auditor’s report being appropriate in the
circumstances




QUALITY CONTROL ISA 220

= Taking responsibility for reviews being
performed 1n accordance with the firm’s
review policies and procedures

=Being satisfied, through a review of the audit
documentation and discussion with the
engagement team, that sufficient appropriate
audit evidence has been obtained to support
the conclusions reached and for the auditor’s

report to be issued.
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= Throughout the audit engagement, the engagement partner
shall remain alert, through observation and making inquiries
as necessary, for evidence of non-compliance with relevant
ethical requirements by members of the engagement team.

= [f matters come to the engagement partner’s attention through
the firm’s system of quality control or otherwise that indicate
that members of the engagement team have not complied with
relevant ethical requirements, the engagement partner, in
consultation with others in the firm, shall determine the
appropriate action.
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OThe engagement partner shall form a conclusion on
compliance with independence requirements that apply to the
audit engagement. In doing so, the engagement partner shall:

d(a) Obtain relevant information from the firm and, where
applicable, network firms, to identify and evaluate
circumstances and relationships that create threats to
Independence;

d(b) Evaluate information on identified breaches, if any, of the
firm’s independence policies and procedures to determine
whether they create a threat to independence for the audit
engagement; and

A (c) Take appropriate action to eliminate such threats or
reduce them to an acceptable level by applying safeguards, or,
If considered appropriate, to withdraw from the audit
engagement, where withdrawal is possible under applicable
law or regulation. The engagement partner shall promptly
report to the firm any inakility to resolve the matter for @
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RCCEPTANCE AND CONTINUANCE OF CLIENT RELATIONSHIPS Pulll

AND RUDIT ENGEGEMENTS

dThe engagement partner shall be satisfied that appropriate
procedures regarding the acceptance and continuance of client
relationships and audit engagements have been followed, and
shall determine that conclusions reached in this regard are
appropriate.

Qlf the engagement partner obtains information that would
have caused the firm to decline the audit engagement had that
Information been available earlier, the engagement partner
shall communicate that information promptly to the firm, so
that the firm and the engagement partner can take the

necessary action.
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ASSIGNMENT OF ENGAGEMENT TEAMS

dThe engagement partner shall be satisfied that the
engagement team, and any auditor’s experts who are not part
of the engagement team, collectively have the appropriate
competence and capabilities to:

3 (a) Perform the audit engagement in accordance with
professional standards and applicable legal and
regulatory requirements; and

3 (b) Enable an auditor’s report that is appropriate in the
circumstances to be issued.
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ENGAGEMENT PERFORMANCE

Direction, Supervision and Performance
dThe engagement partner shall take responsibility for:

Q(a) The direction, supervision and performance of the audit
engagement in compliance with professional standards and
applicable legal and regulatory requirements; and

A (b) The auditor’s report being appropriate in the circumstances.

Reviews

dThe engagement partner shall take responsibility for reviews
being performed in accordance with the firm’s review policies
and procedures.

3 On or before the date of the auditor’s report, the engagement
partner shall, through a review of the audit documentation and
discussion with the engagement team, be satisfied that sufficient
appropriate audit evidence has been obtained to support the
conclusions reached and for the auditor’s report to be issued. @
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ENGAGEMENT PERFORMANCE

Consultation

OThe engagement partner shall:

d(a) Take responsibility for the engagement team undertaking
appropriate consultation on difficult or contentious matters;

Q(b) Be satisfied that members of the engagement team have
undertaken appropriate consultation during the course of the
engagement, both within the engagement team and between the
engagement team and others at the appropriate level within or
outside the firm;

d(c) Be satisfied that the nature and scope of, and conclusions
resulting from, such consultations are agreed with the party
consulted; and

dDetermine that conclusions resulting from such consultations have been

Implemented. O
(



I

ENGAGEMENT QUALITY CONTROL REVIEW

dFor audits of financial statements of listed entities, and those
other audit engagements, if any, for which the firm has
determined that an engagement quality control review Is
required, the engagement partner shall:

a (a) Determine that an engagement quality control reviewer has
been appointed;

A (b) Discuss significant matters arising during the audit
engagement, including those identified during the engagement
quality control review, with the engagement quality control
reviewer; and

d(c) Not date the auditor’s report until the completion of the
engagement quality control review.
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ENGAGEMENT QUALITY CONTROL REVIEW

dThe engagement quality control reviewer shall perform an
objective evaluation of the significant judgments made by the
engagement team, and the conclusions reached in formulating
the auditor’s report. This evaluation shall involve:

3 (a) Discussion of significant matters with the engagement
partner;

d(b) Review of the financial statements and the proposed
auditor’s report;

d(c) Review of selected audit documentation relating to the
significant judgments the engagement team made and the
conclusions it reached; and

a(d) Evaluation of the conclusions reached in formulating the
auditor’s report and consideration of whether the proposed
auditor’s report 1s appropriate
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ENGAGEMENT QUALITY CONTROL REVIEW

AFor audits of financial statements of listed entities, the engagement quality
control reviewer, on performing an engagement quality control review,
shall also consider the following:

d(a) The engagement team’s evaluation of the firm’s independence in
relation to the audit engagement;

A (b) Whether appropriate consultation has taken place on matters
involving differences of opinion or other difficult or contentious
matters, and the conclusions arising from those consultations; and

a(c) Whether audit documentation selected for review reflects the work
performed in relation to the significant judgments and supports the
conclusions reached.

Differences of Opinion

a If differences of opinion arise within the engagement team, with those
consulted or, where applicable, between the engagement partner and the
engagement quality control reviewer, the engagement team shall follow
the firm’s policies and procedures for dealing with and resolving
differences of opinion. @
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MONITORING

QAN effective system of quality control includes a monitoring
process designed to provide the firm with reasonable
assurance that its policies and procedures relating to the
system of quality control are relevant, adequate, and
operating effectively.

dThe engagement partner shall consider the results of the
firm’s monitoring process as evidenced 1n the latest
Information circulated by the firm and, if applicable, other
network firms and whether deficiencies noted in that
Information may affect the audit engagement
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DOCUMENTATION

AThe auditor shall include in the audit documentation:

d(a) Issues identified with respect to compliance with relevant ethical
requirements and how they were resolved.

A (b) Conclusions on compliance with independence requirements that
apply to the audit engagement, and any relevant discussions with the
firmthat support these conclusions.

a ﬂg) Conclusions reached regarding the acceptance and continuance of
client relationships and audit engagements.

A(d) The nature and scope of, and conclusions resulting from,
consultations undertaken during the course of the audit engagement.

a The engagement quality control reviewer shall document, for the
audit engagement reviewed, that:

O (a) The procedures required by the firm’s policies on engagement
quality control review have been performed,;

Q (bf) The engagement quality control review has been completed on or
before the date of the auditor’s report; and

Ad(c) The reviewer is not aware of any unresolved matters that would
cause the reviewer to believe that the significant judgments the
engagement team made and the conclusions it reached were not
appropriate. @
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RPPLICATION AND OTHER EXPLANKATORY MATERIAL
SYSTEM OF QUALITY CONTROL AND ROLE OF ENGAGEMENT TEAMS

REMEMBER

dThe system of quality control includes policies and
procedures that address each of the following elements:

QL eadership responsibilities for quality within the firm; ¢
Relevant ethical requirements;

dAcceptance and continuance of client relationships and specific
engagements;

dHuman resources;
dEngagement performance; and
a Monitoring.
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RELIANCE ON THE FIRM’S SYSTEM OF QUALITY CONTROL

REMEMBER

dUnless information provided by the firm or other parties
suggest otherwise, the engagement team may rely on the
firm’s system of quality control in relation to, for example:
O « Competence of personnel through their recruitment and formal
training.
O « Independence through the accumulation and communication
of relevant independence information.

Oe Maintenance of client relationships through acceptance and
continuance systems.

3 « Adherence to applicable legal and regulatory requirements
through the monitoring process.




] CPAK

Uphold Public Interest

LEADERSHIP RESPONSIBILITIES FOR QUALITY ON RUDITS

REMEMBER

dThe actions of the engagement partner and appropriate
messages to the other members of the engagement team, in
taking responsibility for the overall quality on each audit
engagement, emphasize:

3 (a) The importance to audit quality of:

i.  Performing work that complies with professional standards and applicable legal and
regulatory requirements;

ii.  Complying with the firm’s quality control policies and procedures as applicable;
iii.  Issuing auditor’s reports that are appropriate in the circumstances; and
iv. The engagement team’s ability to raise concerns without fear of reprisals; and

A (b) The fact that quality is essential in performing audit engagements.
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RELEVANT ETHICAL REQUIREMENTS

Compliance with Relevant Ethical Requirements

dThe IESBA (International Ethics Standards Board for
Accountants )Code establishes the fundamental principles of
professional ethics, which include:

d(a) Integrity;

3 (b) Objectivity;

A (c) Professional competence and due care;
a(d) Confidentiality; and

(e) Professional behaviour.
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ENGAGEMENT PERFORMANCE

Direction, Supervision and Performance

QDirection of the engagement team involves informing the members
of the engagement team of matters such as: ¢

QTheir responsibilities, including the need to comply with relevant
ethical requirements, and to plan and perform an audit with professional
skepticism as required by ISA 200.

QResponsibilities of respective partners where more than one partner is
Involved in the conduct of an audit engagement.

OThe objectives of the work to be performed.

OThe nature of the entity’s business.

ORisk-related issues.

dProblems that may arise.

dThe detailed approach to the performance of the engagement.

ADiscussion among members of the engagement team allows less
experienced team members to raise questions with more
experienced team members so that appropriate communication can
occur within the engagement team. @
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ENGAGEMENT PERFORMANCE

Direction, Supervision and Performance

QAppropriate teamwork and training assist less experienced
members of the engagement team to clearly understand the
objectives of the assigned work.

ASupervision includes matters such as:
dTracking the progress of the audit engagement.

dConsidering the competence and capabilities of individual
members of the engagement team, including whether they have
sufficient time to carry out their work, whether they understand
their instructions and whether the work is being carried out in
accordance with the planned approach to the audit engagement.

O Addressing significant matters arising during the audit
engagement, considering their significance and modifying the
planned approach appropriately.

3 ldentifying matters for consultation or consideration by more
experienced engagement team members during the audit
engagement.

CPAK
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ENGAGEMENT PERFORMANCE

Direction, Supervision and Performance

OUnder ISQC 1, the firm’s review responsibility policies and procedures
are determined on the basis that work of less experienced team members is
reviewed by more experienced team members.

a A review consists of consideration whether, for example:

OThe work has been performed in accordance with professional standards
and applicable legal and regulatory requirements;

ASignificant matters have been raised for further consideration;

QAppropriate consultations have taken place and the resulting conclusions
have been documented and implemented;

OThere is a need to revise the nature, timing and extent of work performed;

dThe work performed supports the conclusions reached and is appropriately
documented,;

dThe evidence obtained is sufficient and appropriate to support the auditor’s
report; and

dThe objectives of the engagement procedures have been achieved @
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ENGAGEMENT PERFORMANCE

Direction, Supervision and Performance

QTimely reviews of the following by the engagement partner at
appropriate stages during the engagement allow significant matters
to be resolved on a timely basis to the engagement partner’s
satisfaction on or before the date of the auditor’s report:

QACritical areas of jJudgment, especially those relating to difficult or
contentious matters identified during the course of the engagement;

QASignificant risks; and

dOther areas the engagement partner considers important.

O The engagement partner need not review all audit documentation,
but may do so.

dHowever, as required by ISA 230, the partner documents the extent
and timing of the reviews.

QAN engagement partner taking over an audit during the engagement
may apply the review procedures as described in paragraph A18 of
the ISA 220 to review the work performed to the date of a change
In order to assume the responsibilities of an engagement partner. @
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ENGAGEMENT PERFORMANCE

Direction, Supervision and Performance

aISQC 1 requires the firm to establish a monitoring process
designed to provide it with reasonable assurance that the policies
and procedures relating to the system of quality control are
relevant, adequate and operating effectively.

QIn considering deficiencies that may affect the audit engagement,
the engagement partner may have regard to measures the firm took
to rectify the situation that the engagement partner considers are
sufficient in the context of that audit.

dA deficiency in the firm’s system of quality control does not
necessarily indicate that a particular audit engagement was not
performed in accordance with professional standards and
applicable legal and regulatory requirements, or that the auditor’s
report was not appropriate.

()
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CHALLENGES UNIQUE TO SMPS IN RELHATION TO QUELITY

a Staff quality-Recruitment/Retention
dTime/Fees vs. costs

dLimitation of partners

dTechnology challenges

QInfrastructure

AThe big 5 mentality/Trust/Goodwill from public
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