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Assuring the Quality of Professional Services



Quality Control
Standards
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A system of quality control is
broadly defined as a process to
provide the firm with reasonable
assurance that its personnel comply
with applicable professional
standards and the firm’s standards

of quality.

Member bodies should adopt or
develop quality control standards
and relevant guidance that require
firms of practicing accountants to
establish the quality control policies
and procedures necessary to provide
reasonable assurance of conforming
with  professional standards in

performing services.

This section provides that a CPA
firm shall have a system of quality
for its

control accounting and

auditing practice.

. a professional services ..... In

view of the greater degree of

reliance that the public places

assurance  engagements, it is

appropriate for the review of




assurance engagements to be more
rigrous than the review of other

services.

e Policies and procedures should be
established to provide the firm
with reasonable assurance that
personnel maintain independence
(in fact and in appearance) in all
required circumstances, fn °(°).
perform all professional
responsibilities with integrity, and
maintain objectivity in
discharging professional
responsibilities.

e Independence, integrity, and
objectivity are defined and more
fully described in the AICPA

Code of professional Conduct (the

Personnel in the firm should adhere
to the of
objectivity,  independence,
confidentiality.

principles integrity,

and

Quality control standards should

encourage firms practicing
accountants to adopt quality control
policies and procedures that provide
the firm with reasonable assurance

that :

e The firm’s policies on matters
involving integrity, objectivity,
independence, and confidentiality




Code) and AU
independence. Rules Y+Y and Y
of the code, and the related
interpretations and rulings {ET

section YV,

sections KRN VoY, and
Y4 }contain examples of
instances wherein a member’s
independence, integrity, and
objectivity will be considered to
be impaired. Independence
encompasses an impartiality that
recognizes an obligation for
fairness not only to management
and owners of a business but also
to those who may otherwise use
the firm’s report. The firm and its
personnel must be free from any
obligation to or interest in the

client, its management, or its

as they relate to the various types
of services provided by the firm
are communicated to personel at
all levels within the firm.

Questions on these matters are
identified and resolved by

individuals at appropriate
management levels.
Compliance with the firm’s

policies and procedures relating to

independence is monitored.




owners, fn V(7). Integrity requires
personnel to be honest and candid
within the constraints of client
confidentiality. Service and the
public trust should not be
subordinated to personal gain and
advantage. Objectivity is a state of
mind and a quality that lends
value to a firm’s services. The
principle of objectivity imposes
the obligation to be impartial,
intellectually honest, and free of
conflicts of interest.

Work is assigned to personnel
having the degree of technical
training and proficiency required in

the circumstances.

A. Work should be assigned to
personnel who have the degree
of technical training and
proficiency required in the




circumstances.

B.Quality control standards should
encourage firms of practicing
accountants to adopt quality
control policies and procedures
that provide them with reasonable
assurance that :

e In assigning personnel to engage-
ments, appropriate consideration
is gives to the workload require-
ments of an engagement, the
skills and competence required by
an engagement, the experience &
competence of personnel in
relation to the complexity or other
requirements of an engagement,
the extent of supervision to be
provided, and other relevant
factors.

e Assignment decisions are made




by individuals charged with that
responsibility, and the decision is
approved by the  person
responsible for the conduct of the
specific engagement.

Policies and procedures should also
be established to provide reasonable
assurance that personnel refer to
authoritative literature or other
sources and consult, on a timely
basis, with individuals within or
outside the firm. When appropriate
(for example, when dealing with
complex, unusual, or unfamiliar
issues). Individuals consulted should
have  appropriate  levels  of
knowledge, competence, judgement,
and authority. The nature of the
arrangements  for  consultation

Personnel consult with or use
authoritative sources on specialized,
complex, or unusual matters; to that
end, requiring
consultation and the persons or
sources to be consulted should be
identified, appropriate reference
libraries should be maintained, and
the extent to which consultation
should be documented should be
specified.

situations




depends on a number of factors,
including the size of the firm and
the levels of knowledge, and
judgement possessed by the persons
performing the work.

e A firm’s quality system depends
heavily on the proficiency of its

e There should be
direction and supervision of work

sufficient




pesonnel. In making assignments,
the nature and extent of
supervision to be provided should
be considered. Generally, the
more able and experienced the
personnel assigned to a particular
engagement, the less direct super-
vision is needed.

The quality of a firm’s work
ultimately depends on the
integrity, objectivity, intelligence,
competence, experience, and
motivation of personnel who
perform, supervise, and review
the work. Thus, a firm’s personnel
management policies and
procedures factor into maintaining
such quality.

e Policies and procedures for
engagement performance
encompass all phases of the

design and execution of the

at all levels to provide the firm
with reasonable assurance that the
work performed by the firm meets
appropriate standards of quality.
Whenever necessary, consultation
should be made with those who
have appropriate expertise.

Work is properly planned by
appropriate personnel.

Work is properly supervised at all
organizational levels, considering
the  training,  ability, and
experience of the personnel
assigned.

Other appropriate procedures for
maintaining the firm’s standards
of quality are complied with (such
as policies and procedures for the
conduct of the work, standardized
forms, checklists and questionna-




engagement. To the extent
appropriate and as required by
applicable professional standards,
these policies and procedures

should cover planning,
performing, supervising,
reviewing, documenting, and

communicating the results of each
engagement. Where applicable,
these policies and procedures
should also address the concurring
partner  review  requirements
applicable to SEC engagements as
set forth in  membership
requirements of the SEC practice
section of the AICPA, {As
amended, applicable to a CPA
firm’s system of quality control
for its accounting, auditing, and
attestation practice as of January
Y, Y+++, by Statement on Quality
Control Standards No. ¢}.

ires, and procedures for resolving
differences of  professional
opinion).

Guidelines for the review of the
work performed and of the work
product are complied with; such
guidelines should deal, among
other things, with the
qualifications of the reviewer, the
documentation of the review, and
the types of situations that call for
a review by an individual having
no other responsibility for the
engagement.




Those hired possess the appropriate
characteristics to enable them to

perform competently.

The firm’s recruiting program will
meet the firm’s personnel needs and
that personnel hired by the firm,
both inexperienced and experienced,
will have integrity and the other
attributes, achievements, and
experience necessary to enable them
to perform with skill and
competence.




Personnel participate in general and
industry-specific continuing
professional education and other
professional development activities
that enable them to fulfill
responsibilities assigned, and satisfy
applicable continuing professional
education requirements of the
AICPA and regulatory agencies. Fn

(V).

e The firms continuing professional
education (CPE) and training
programs are carried out in
compliance  with  guidelines
designed to provide personnel
with the knowledge required to
fulfill their responsibilities and to
progress within the firm.

e Appropriate on-the-job training is
provided.




Personnel selected for advancement
have the qualifications necessary for
fulfillment of the responsibilities

they will be called on to assume.

Personnel are informed about the
responsibilities of their positions,
counseled on a timely basis on their
performance, progress, and career
opportunities, and advanced to
positions of greater responsibility in
accordance with guidelines that give
the

appropriate  recognition to

quality of their work.




Policies and procedures should be
established for deciding whether to
accept or continue a client relation-
ship and whether to perform a
specific engagement for that client.
Such policies and procedures should
provide the firm with reasonable
assurance that the likelithood of
association with a client whose
management lacks integrity is
minimized.  Establishing  such
policies and procedures does not
imply that a firm vouches for the
integrity or reliability of a client, nor
does it imply that a firm has a duty

The firm should carry out an
evaluation of a prospective client
prior to acceptance and should
review, on an ongoing basis, its
association with present clients. In
making a decision to accept or retain
a client, the firm should consider the
nature of the work contemplated by
the engagement, circumstances that
would cause the firm to regard the
engagement as one requiring special
attention or presenting special risks,
its own independence (where
required), its ability to service the
client properly, and the integrity of




to any person or entity but itself
with respect to the acceptance,
rejection, or retention of clients.
However, prudence suggests that a
firm be selective in determining its
client  relationships and the
professional services it will provide.

Such policies and procedures should
also provide reasonable assurance
that the firm :

e Undertakes only those
engagements that the firm can
reasonably expect to be completed
with professional competence.

e Appropriately considers the risks

with

services in

associated providing

professional the

particular circumstances.

To minimize the risk of misunder-

the client’s management.

Quality control standards should
encourage firms of practicing
accountants to adopt quality control
policies and procedures that provide
them with reasonable assurance that:

e Present and prospective clients
are evaluated consistently against
guidelines relevant to the firm and
its practice by individuals at
appropriate management levels.

e Adequate procedures exist for

identifying and addressing
conditions that would have caused
the firm to reject a client had such
conditions existed at the time of
initial acceptance and that those
procedures are complied with.

e There is a clear understanding




standings regarding the nature,
scope, and limitations of the
services to be performed, policies
and procedures should provide for
obtaining an understanding with the
client regarding those services.
Professional standards may provide
guidance in deciding whether the
understanding should be oral or

written.

with clients about the objectives,
nature, scope and limitations of an
engagement, ordinarily through
preparation of an engagement

letter.




Policies and procedures should be
established to provide the firm with
reasonable assurance that the

The firm should monitor the
effectiveness of its quality control
policies and procedures.




policies and procedures established
by the firm for each of the other
elements of quality control
described in paragraphs. *V through
Y4 are suitably designed and are
being effectively applied. Fn A(A).
Monitoring involves an ongoing
consideration and evaluation of the:

A. Relevance and adequacy of the
firm’s policies and procedures.

B. Appropriateness of the firm’s
guidance materials and any
practice aids.

C. Effectiveness of professional
development activities.

D. Compliance with the firm’s
policies and procedures. When
monitoring, the effects of the
firm’s management philosophy
and the environment in which
the firm practices and its clients
operate should be considered.

Quality control standards should
encourage firms of practicing
accountants to adopt quality control
policies and procedures that provide
them with reasonable assurance that:

e The scope and content of the
firm’s inspection program are
appropriately defined in relation
to the size of the firm, the nature
of its practice, the degree of
operating autonomy allowed to its
personnel and operating offices,
and other procedures the firm
follows to assist it in monitoring
compliance with other quality
control policies and procedures
(such as a “cold” review of
working papers and reports).

e The inspection program is carried

out by personnel with the
necessary  competence and
experience.

e Corrective actions indicated by
inspection findings are




implemented on a timely basis.
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