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Session Objectives

1. Recap about the differences between quality controls and
quality assurance

2. Considerations in setting up a quality assurance function

3. Recent developments in Quality Control and Quality
Assurance




Quality Control

Quality control — policies and procedures
established by the SAIl to ensure that its audit work
(Financial Audit and Performance Audit) is of high
quality (ISSAI 140, par. 2).




Examples of Quality Controls

e Guidance on requesting technical consultation

e Policy about which audits require an Engagement Quality
Reviewer

e Policy about mandated training for certain audit work

e QGuidance that should be considered as part of the audit
work

e Timely review of work

 Allocating sufficient senior level review

e Audit team being clear about who is responsible for which
quality controls

e Scheduled updates about audit progress and issues

e Looking at standard procedures

e Performance reviews



Quality Assurance is:

e A monitoring process

e Designed to provide the SAl with reasonable
assurance that the policies and procedures relating
to the quality control system are relevant, adequate,
and operating effectively in practice and the SAl’s

 Audit(s) have been conducted in accordance with the
standards




Quality assurance and Quality control

QUALITY
CONTROL

Performance Compliance
Audit Audit

FOUNDATION: SAIl Level Structures



Elements of Quality Control Framework — ISSAI 140
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Monitoring function which:

e Conducts evaluation of the SAl’s system of quality
control (SAl Institutional level and engagement
level)

e |ndependent from the engagement being reviewed

e Reviews the adequacy and compliance to quality
control system

 |nspects completed audit work

e Reports findings (monitoring function and improve
role)



Establishing a quality assurance function -
considerations

e Needs assessment of your SAl

* Focuses on the identified quality risks

e Monitors the System of Quality control (which
includes engagement level quality assurance)

 Effective Quality Controls are more effective
than doing more quality assurance



Perform a needs assessment first
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Quality Assurance Models




Considerations: Selecting QA Review
Model and Approach

Size of the SAl

Does SAl has adequate resources, capacity and
competency to perform QA reviews?

. / ' Number and geographical locations of its offices
&
Results from previous QA reviews
Risks associated with auditee and specific audit

engagements

Independence of QA reviewer



Approac
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ned to quality assurance reviews
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 Private auditing
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* Management
consulting firm

Internal Review

e Established QA
function

* Peer review by
audit divisions




Models of Quality Assurance
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QA Policy
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Setting up the QA Function

Creating staff awareness

Senior management
emphasize importance
of QC and QA

Staff awareness created
through staff meetings,
group discussion,
circulars, newsletters,
SAI’s intranet and
website

A forum for questions
and answers

Develop competencies of

staff

Select senior managers of
adequate experience and
knowledge on SAI processes

Select team members from
three streams of audit

Select team members from
different audit directorates

Recruit staff from outside -
professional bodies

Train staff on QA process
and methodologies

Developing QA manual,
tools

SAl appoint team
experienced in QC and/or

QA

If team does not have
sufficient knowledge and
skills:

training programmes
secondments to SAls
and/or private audit
firms

engage external
expert/consultant




Evaluation Quiz

1. A quality assurance review can be carried
out conduct of the audit

(a) Before and after

@ng and@
(c) Before and during

(d) All of the above




Evaluation Quiz

2. External quality assurance review can be
carri

(a) Other SAls
(b) Audit teams

(c) None of the above
(d) Bothaand b




Evaluation Quiz

3.0QA function does not consider the
following:_

@teriality and media coverage of the SAl
(b) QA Policy
(c) Size of the SAl
(d) Models of SAlI QAF




Evaluation Quiz

4. QA Team should include auditors that were
engaged In the audit to ensure timely and
complete QAR.

This statement violates the of the QAR

(a) Confidentiality
(b ce
(c) Independence
(d) All of the above




Evaluation Quiz

5. ISSAI 140 talks about quality assurance In
(a) Quality control

@onitorinD

(c) Performance
(d) Leadership




Evaluation Quiz

6. The review of audit reports by the
department head before issue forms
part of:

(a) External assessment
(b) Internal assessment
(c) Quality Assurance

@ality Co@




Evaluation Quiz

7. QAR of Human Resource by the SAl's staff
who are not engaged In HR falls under

(a) Cold Review
(b) Hot Review

(c) External Review

(d) SAl Level re@




Evaluation Quiz

8.The frequency of QA reviews for a SAIl Is
Included In:

(a) Individual QA Plan
(b) Terms of Reference

(c) QA PolicD

(d) QA Need Assessment




Evaluation Quiz

9.Need Assessment for quality assurance can be
conducted with the help of:

(a) Quality Assurance tool
(b) Quality Assurance Handbook

(d) ate




Communicating the results of QA
engagement reviews

* Providing results to the engagement team for
comment (factual accuracy and comment)

e Assessment of significance

e What impact does it have on the audit



Monitoring External Other information
activities inspection sources

‘\.i.”/‘
Negative findings

Positive findings

Does a deficiency exist?

. Yes No further action
required by the
standard, but

Evaluate
severity and
pervasiveness

.. i
Remediate the deficiency and
evaluate the remedial actions

Investigate
the root cause

consider para.
A173




What is coming with QC and QA standards —
things to look out for in the future

e |SQM -1 — Quality Management




Proposed ISQM-1 now has eight components

Governance and

leadership

Rejevant olance
slevan ﬁH:':-':F't c En.gagl:l'ﬂﬂ'n!

ethical and % i
performance
requirements continuance

Resources

Information and communication



Focus is on quality risks

Objective of the firm
Objective
of ED-
ISQM 1

Objective of the system of quality management

Quality Quality Quality Quality Quality Quality Quality
objective objective objective objective o hjective objective objective

= e

Quality risk

Response
required by
ISQM 1




Thank you

“Pacific Auditors Working
Together”
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