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Quality Management for Firms that Perform | EEHEErICRBIT AL EEH
Audits or Reviews of Financial Statements,
or Other Assurance or Related Services

Engagements
Introduction (I AXPFHEEOHERUER)
Scope of this ISQM (1. RFEEDHEE)

1. This International Standard on Quality | 1. A& E L, EEEKITICE T MG EE
Management (ISQM) deals with a firm's| # RIEEA K OUER L E 2 — W ONS NS
responsibilities to design, implement and | e BRI BT B E1HE DRSS AL
operate @ system of qualty management for | - -z 4 gy cty 5, feds, B R ODRI L
audits or reviews of financial statements, or . s . - e
other assurance or related services € :LM@EM%E%?%%E?#{K & LT%M%:“%)
engagements. HOTHY ., £, NEHHIESIIM B RS
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BEREHINTIBIT 2 TT# I Fhe 2 E D DRI,
YRR EIH L B 5 R A2 BT D

Engagement quality reviews form part of the
firm’s system of quality management and:

(@) This I1SQM deals with the firm’s
responsibility to establish policies or
procedures addressing engagements
that are required to be subject to
engagement quality reviews.

ISQM 2! deals with the appointment and
eligibility of the engagement quality
reviewer, and the performance and
documentation of the engagement
quality review.

' ISQM 2, Engagement Quality Reviews

2. BHIY, BEAFBHOMEEEY AT LD—
BTV, 7.

(1) AHEEIL, BEOKIG LT 52 L NER
SNDEBITET 2 HFH XTI T2 Bim4 5
BRI OE(LE2H] .,

(2) dnHEHAEZB MG TR 2 5 THAX
BIRDHA 13, FAMLHE OBRME Lk
PER O A D SN & SCEALZ2 D,

Other pronouncements of the International
Auditing and Assurance Standards Board
(IAASB):

(a) Are premised on the basis that the firm
is subject to the ISQMs or to national
requirements that are at least as
demanding;? and

Include requirements for engagement
partners and other engagement team
members regarding quality management
at the engagement level. For example,
ISA 220 (Revised) deals with the
specific responsibilities of the auditor
regarding quality management at the
engagement level for an audit of
financial statements and the related
responsibilities of the engagement
partner. (Ref: Para. A1)

2 See, for example, International Standard
on Auditing (ISA) 220 (Revised), Quality
Management for an Audit of Financial
Statements (Revised), paragraph 3

3. FBEICET 24N, MEFHLETE AW
R 2 5T, Hx ODETERICBIT HNWEE
BT 2 HREHE., BEEAER B SIS E 220
(EEAERICRIT 2 EEH ) I NEEt#
TV D,

This ISQM is to be read in conjunction with
relevant ethical requirements. Law, regulation
or relevant ethical requirements may establish
responsibilities for the firm’s management of
quality beyond those described in this ISQM.
(Ref: Para. A2)

4. AHEEIL, BET L BCEmELI R 5 BUE
EPFECHEM SN D, A5 XIIBE 5 ik
BB 2 EIL, ARG EICRHE ST
HEMZBA T, BEFHEHOWEERIZHET
LEELZERTDIENHD, (A2 HBH)

This ISQM applies to all firms performing
audits or reviews of financial statements, or
other assurance or related services
engagements (i.e., if the firm performs any of
these engagements, this ISQM applies and
the system of quality management that is
established in accordance with the
requirements of this ISQM enables the

5. AWMEEIT, AHEESF 1 HIZHREL WD
EBEITOETCOBEEESIICEA NS (7
bbb, EEREEIN NS DOEEDONT N
EFEMET DA, AEEREH S, EARK
HEDFRFIHIINE > T SNz BB A
T AL, BEEEINICE I Nb0EKBD—F
L7 FEhi % fTREIC T D, ) o
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consistent performance by the firm of all such
engagements).

The Firm’s System of Quality Management

(2. EEEBHORKEEELRXTL)

6. A system of quality management operatesina | 6. SVEEHLL AT AT, kIO KR IO E
continual and iterative manner and is &, BEREEEITOMWE K ORI N B
re_;sponsive to changes in t_he nature ar_1d HBFT R FENGT B LB ONE KL ORI DI
glr:(g::r;:::;]r?te's,s It :Ifso g;)ees rl:lc:;nope?;tde inlt: M L TRASNE~E HOTHY, —HET
linear manner. However, for the purposes of E”&EEEK EHSHD %)@T‘mﬁ;;i . _
this ISQM, a system of quality management AWEEOBIICBO T, MEERS AT A
addresses the following eight components: | 1%, AT D 9IHE ORERER Z*x5 L LT
(Ref: Para. A3) %, (A3BIHZHR)

(@) The firm’s risk assessment process; (1) BEEFREFHTOV A7 Gl v+& A
(b) Governance and leadership; 2) HINRFU AR —H— T
(c) Relevant ethical requirements; (3) WHZEfmEE M ORI
(d) Acceptance and continuance of client| (4) EEEZZKIOHIR OFKERE K OVE B
relationships and specific engagements;
(e) Engagement performance; (5) F¥EHDFEN
(f)  Resources; (6) BEEFHITOREBEEIZETLEN
(g) Information and communication; and (1) THH# &z
(h) The monitoring and remediation| (8) MEEBEL AT LADE=F Y 7 K UH#E
process. kR
(9) BEAFBITH O 5k

7. This ISQM requires the firm to apply a risk-| 7. AR#EE L, WEEHS AT LAORERERN
based approach in designing, implementing FEICHEST A Z LIk . EREEERA LK
and opgratlng the compqnents_of the system BINCEBORE RS TX S L5 . KiEKES
of gulty menagementn an neconneded | g s Sz, )3y -7
proactively manages the quality of FaBMT 5 2 L EREFHINCEORT 2,
engagements performed by the firm. (Ref: (A4 IHZH)

Para. A4)
8.  The risk-based approach is embedded inthe | 8. U zx~7 - 7 7 —F|%, LIFIZL b AfssE

requirements of this ISQM through:

(a) Establishing quality objectives. The
quality objectives established by the firm
consist of objectives in relation to the
components of the system of quality
management that are to be achieved by
the firm. The firm is required to establish
the quality objectives specified by this
ISQM and any additional quality
objectives considered necessary by the
firm to achieve the objectives of the
system of quality management.

(b) Identifying and assessing risks to the
achievement of the quality objectives
(referred to in this standard as quality
risks). The firm is required to identify and
assess quality risks to provide a basis
for the design and implementation of
responses.

(c) Designing and implementing responses
to address the quality risks. The nature,
timing and extent of the firm’s responses
to address the quality risks are based on
and are responsive to the reasons for

DESRFIHICHAAEN TV D,

(1) WEBEORE
EEEFHEATNRET D E AL, BEEFEE
PIER T N E BB AT ADORERE SR
(ZRHET S BETH D, BEEFEHIIL. AR
HENRET S ME BEOM, WEEH Y A
T LD B ZER T D T2 OB ES T
T EDTMEEEAHRET D ENERE
b,

(2) WEBHEOEREZLE LSS U R 7 O]
Rl (RHREETITNEY A7 LE#E LT
Wb, )
AT, fSE2T A v LT 57
DI, BV AT i L35 2 L3
kansd,

(3) BHE U AR BT DX DT A
oL
ERFEFTONE Y A7 ~DOIaDONE. W
IR O I, SE Y A 71269 5 3o AR
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the assessments given to the quality
risks.

PIZFESDNWTIRESND LD TH D,

9.  This ISQM requires that, at least annually, the
individual(s) assigned ultimate responsibility
and accountability for the system of quality
management, on behalf of the firm, evaluates
the system of quality management and
concludes whether the system of quality
management  provides the firm  with
reasonable assurance that the objectives of
the system, stated in paragraph 14(a) and (b),
are being achieved. (Ref: Para. A5)

9. ALEEIT, MEEHY AT AT K
EEEN, D ELFIC—FE, WEEHY R
FAEIE L, SWEBEBY AT AWE 14 ()
FEORICHESNTWDYE AT LDOHBY
IR LTV D &0 ) BRI 72 RAE & B S
ARt L TWa o naitmfttid s & &
Pk 5, (ABIHZH)

F9-2JP. BEEEFEATIZ. NIEVU A7 E LT
EEPIZBET 20 72 e R O TR 2 €D T
TR 720,

Scalability

(1) ERDOEEKE)

10. In applying a risk-based approach, the firm is
required to take into account:

(@) The nature and circumstances of the
firm; and
(b) The nature and circumstances of the
engagements performed by the firm.
Accordingly, the design of the firm’s system of
quality management, in particular the
complexity and formality of the system, will
vary. For example, a firm that performs
different types of engagements for a wide
variety of entities, including audits of financial
statements of listed entities, will likely need to
have a more complex and formalized system
of quality management and supporting
documentation, than a firm that performs only

reviews of financial statements or compilation
engagements.

10. VA7 « 77u—Fx@EMAdT28120%, B
FHEINIU T2 EETHZ EnEREIND,
(1) EEFEHEFTOME K OVNRIL

(2) BEASFBATOSEM S 5 3B OWNA ORI

BERRHEOMEEHE Y 2T AORGHI, R
(2 DML DI B W TEEE 2 S D
LD, Pl EGEOMGERER LSS

T, BRI L TR~ 78 & Fi
THERELANL, MEEROL B2 —OH
WD B BT DA FHATICHEN, LV #E
MECHIEM LS N WEEBI AT A ZNEX
2D XLEBMLIEL 2D,

Networks and Service Providers

(@ 2y FI—YEY—EX-TONAL )

11. This ISQM addresses firm’s

responsibilities when the firm:

(@) Belongs to a network, and the firm
complies with network requirements or
uses network services in the system of
quality management or in the
performance of engagements; or

Uses resources from a service provider
in the system of quality management or
in the performance of engagements.

the

(b)

Even when the firm complies with network
requirements or uses network services or
resources from a service provider, the firm is
responsible for its system of quality
management.

11. AgEET, LTOREOBEFEEFTOEE

W,

(1) BEEEEIN™Rry hU—ZIZEL, *v b
U — 7 OEREFEIE AT D56 LWEE
AT AREHDFIEHIZBWNT, Frv hU
— 7 « = 2EHHT LA

(2) EEAFBHIN, WEEHY AT AREBD
EfilzB T, —E R« g X —DK
WaRAT 55

EER BTN Ly b U — 27 OB RFIE A 574

DHEXTF Y bU—2 - - 2P —b

A e FaRf X —=NEOEFEEZFAT LIRS T

HoTh, BEEFEINIE SDOMEERY 2T

LIOWTETEEEA D,

Authority of this ISQM

(3. FABEZDHREM)

12. Paragraph 14 contains the objective of the
firm in following this ISQM. This I1SQM
contains: (Ref: Para. AB)

12. 75 14 ICIE, AWE It - 7 Bl TH
OHIZRR LTS, AREEIUTNE
ENnb, (A6 EHBH)
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(a) Requirements designed to enable the
firm to meet the objective in paragraph
14; (Ref: Para. A7)
Related guidance in
application and  other
material; (Ref: Para. A8)
Introductory material that
context relevant to a
understanding of this ISQM; and

(d) Definitions. (Ref: Para. A9)

the form of
explanatory

(b)

(c)

provides
proper

(1) EEREBRNE UEORNEERTE S L
INZED BT ERFIE (AT IHSHR)

(2) B Dfadt 2 icH L7c@ Hfest (A8 IHZE
)

(3)

A

AR & 2 m N 5 72D D S

(4) EFE (A9 THZH)

Effective Date

(4. AR

13. Systems of qualty management in
compliance with this ISQM are required to be
designed and implemented by December 15,
2022, and the evaluation of the system of
quality management required by paragraphs
53-54 of this ISQM is required to be
performed  within one year following
December 15, 2022.

13, REEOEARFNIILLTO LB Th 5,
(& 1)

R E (2022 26 A 16 H) 1, 2023 £ 7
H 1 BHLUAZBRMGT 2 FEF IR D MEaER
DA K OV B LAtk BG 3 5 RS FH IR
R B HEROFREIEENGEHAT 5,
B, NIREFE Lo RBIEE A A LIS
DEERFHATIZB W T, 2024 27 H 1 HLEL
BB T A HEFEIR LM BB ROER
K ONA] B LA BRAR T 5 RS FH IR R B
MM EEEOPRERE N SEAT 5, AEE
Erh | WEEH Y AT LD MOV T,
AEEEOHE A LEICBRBT 5 EEEHTO
SRHEEORANLEAT LI ENTE D,
72 L. FNLARTORFEI R D e DB
R ORISR 2 PR EE RO+
MEENSEAT D Z 2wy, BX
DA, MEEHEEZESREES 2 5
(2022 26 A 16 H) LKUEEEEZESH
5020 (202246 H 16 H) & [AFF @ 9
)

Objective

(5. B@)

14. The objective of the firm is to design,
implement and operate a system of quality
management for audits or reviews of financial
statements, or other assurance or related
services engagements performed by the firm,
that provides the firm with reasonable
assurance that:

(@) The firm and its personnel fulfill their
responsibilities in accordance with
professional standards and applicable
legal and regulatory requirements, and
conduct engagements in accordance
with such standards and requirements;
and
Engagement reports issued by the firm
or engagement partners are appropriate
in the circumstances.

(b)

14, KA FIZRT 2EEFFEHOBIL, &
FOH5 AT 203 SN 9 2 AR T D e SR S5 L2 B
L. UTORHMNRERIEZ RIS 572012, B
HEEEIDMEEEY AT A& LEMRT 5
ZEThD,

() EAEFGIAOHMEAN, BEENFME
&L TORER DM S HIEFEICHES T
HODOBEEZRIZT L LI, HEAEELD
BRI > THRARG ZE 5 2 L,

(2) BAFBI IEEREE RIS L
WY AR EERITT o 2 L,

15. The public interest is served by the consistent
performance of quality engagements. The
design, implementation and operation of the

system of quality management enables the

15. AEXOFERIZ, LVEOEWEREES —HLT
Fhid 2 Z LT LV FERIND, BEEFHEITN
EEHY AT A UEHT A2 LT, B
M4IE) L@ ICEHINTWAEEEH T R
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consistent performance of quality
engagements by providing the firm with
reasonable assurance that the objectives of
the system of quality management, stated in
paragraph 14(a) and (b), are achieved. Quality
engagements are achieved through planning
and performing engagements and reporting
on them in accordance with professional
standards and applicable legal and regulatory
requirements. Achieving the objectives of
those standards and complying with the
requirements of applicable law or regulation

F AOHBDERIZ DWW T O BRA 7255 % e
RL, LVEOEWEEZ B L THEBTHZ
EMAREE 0D, L VEOEWEAI, TRED
HAFE L COREREROEH SN HIESEITHE
ST, ¥BEitm LE/RL, ®ETLZLICK
STEMIND, BEMHMZFELE L TOREED
HEOZ Rk L, H S D ESEICBIT 5 2R
HIHZMTT A 720120, BEEREMRLE LT
O 21T L, EB OIS U TkER S
FIZ L L COBERLE R L OSRET 5 Z &2
VETH D,

involves exercising professional judgment
and, when applicable to the type of
engagement, exercising professional
skepticism.
Definitions (6. B&)
16. For purposes of this ISQM, the following terms | 16. AKFHEEICBITLHEBEBOERIZ. LLTO LB
have the meanings attributed below: D33,

(a) Deficiency in the firm’s system of quality
management (referred to as “deficiency”
in this ISQM) — This exists when: (Ref:

Para. A10, A159-A160)

(i) A quality objective required to
achieve the objective of the system
of quality management is not
established;

A quality risk, or combination of
quality risks, is not identified or
properly assessed; (Ref: Para.
A11)

A response, or combination of
responses, does not reduce to an
acceptably low level the likelihood
of a related quality risk occurring
because the response(s) is not
properly designed, implemented or
operating effectively; or

(ii)

(iif)

(b) Engagement documentation - The
record of work performed, results
obtained, and conclusions the

practitioner reached (terms such as
“‘working papers” or “work papers” are
sometimes used).

Engagement partner® — The partner or
other individual, appointed by the firm,
who is responsible for the engagement
and its performance, and for the report
that is issued on behalf of the firm, and

who, where required, has the

appropriate authority from a

professional, legal or regulatory body.
(d) Engagement quality review — An

objective evaluation of the significant
judgments made by the engagement
team and the conclusions reached

(1) TEEFEFTONEERY AT LD

(AiEZIZBWT TRl & FEET

5. ) | —HMidlx, LFOWT DA
FET 5,  (AL0TH, A159 TE K TN A160 THS
i)

O SMEEHI AT LOBRNEERT LD
\ZE 7R i BAEDSERE SNV TV R WS

@ BV AT UINEY A7 OMEEEN,
FRA AT WD T B B < AT
RVEES (ALl THSR)

CNEZE A

@ R SUTIRS DA, WU i X
FENCEHENR TN LTk Y, B
HT BB Y AT OFARTREME N TR A HE
RKRHEE TR I LT WGE

(2) TEEAGME) — L cEAF. AFL
T BEAREL K OB NS5 U 7t 0D R
2D,

(3) IEEEFEMEE ] —HEEFBAOEESh
Iz, BEEGORMOEMEE, Tbb, &
MEE DS 6, BAKEE L £ OEN M OFEIT
TOEAREGEICHToEEEZA I HEER
AR

(4) (5%t —FERMPYUYEI L > CTEHEAREE
HXIXZNLIENCEm I NS, BT — 20
1T > 7= BB W K OV L 7= fbisic o\ T
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thereon, performed by the engagement
quality reviewer and completed on or
before the date of the engagement
report.

Engagement quality reviewer — A
partner, other individual in the firm, or an
external individual, appointed by the firm
to perform the engagement quality
review.

Engagement team — All partners and
staff performing the engagement, and
any other individuals who perform
procedures on the engagement,
excluding an external expert* and
internal auditors who provide direct
assistance on an engagement. (Ref:
Para. A13)

External inspections — Inspections or
investigations, undertaken by an
external oversight authority, related to
the firm’s system of quality management
or engagements performed by the firm.
(Ref: Para. A14)

Findings (in relation to a system of
quality management) - Information
about the design, implementation and
operation of the system of quality

management that has been
accumulated from the performance of
monitoring activities, external

inspections and other relevant sources,
which indicates that one or more
deficiencies may exist. (Ref: Para. A15—
A17)

Firm — A sole practitioner, partnership or
corporation or other entity of
professional accountants, or public
sector equivalent. (Ref: Para. A18)
Listed entity — An entity whose shares,
stock or debt are quoted or listed on a
recognized stock exchange, or are
marketed under the regulations of a
recognized stock exchange or other
equivalent body.

(10JP)

DEBIHIFHNLZ ) D,

(5) TFEMELE] —FELEMT D720
BHRBITNRE LB E, BEAFHITNO
L OFHSUISERDE & D,

6) TEEF—L) —flx OEEESZ LM
HETOMBEEROHEME . WM YiL3E
BICBWTEE T2 FEiET sthoe oz
MO EN D, R ANOFIHT 2D EL
% (EALEEERE WS E 620 [HMFO
ENOFRH He61) 1TEE R, (A13IH
ZH)

(1) NBORKGE) — A FEBHTOWEEEE v
AT LS TEEA FH TN Il L 7 EE A 5 1
BEsE LT, AMEROREERY /S K- THEE X
NWARRGEUTIAEEZ VS, Zhiid, 8FR
- EAREAESIC L DBRE N O H ARG
AEHRIc L 2MEEH L E 2 —REENR
%, (Al4 TEHBHR)

(8) THAFH (WEEHY AT AT
%) | —E=X Y IIRBOER, SO
AlE & OV O O BRI 3 2 15 HIFE M D B S
7o BB R T O K OV B3
HIERD D B, — D XUTEE OB FET
HAEFEMZRTHDOE WD, (AIS NG ALT
THZ M)

A
=y
AN
=

(9) TEEEFBEHT —ARSFHLEEICESE®R
SRS NN FEB AT UTEEIENE N D,
(A26 IHZ W)

[REefEE) —

7. B2TO e

4. EFICEY, BREZET LYY, |
et s L [E UMM O SN R b FE
(LN

0. MNIMEIC R A FREE 1 RS 26 THIC XLV
BIPNCR SRS ERRRICR Y 2 & & LT
(L

ERT EAIZHOWNT, TBENZEBW TR, A
AEFEELEORESHEN NS OB 2T
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(n)

(0)

(r)

Network firm — A firm or entity that
belongs to the firm’s network.

Network — A larger structure: (Ref: Para.
A19)

(i)

That is aimed at cooperation; and

(ii)

That is clearly aimed at profit or
cost-sharing or shares common

ownership, control or
management, common quality
management policies or
procedures, common business

strategy, the use of a common
brand name, or a significant part of
professional resources.
Partner — Any individual with authority to
bind the firm with respect to the
performance of a professional services
engagement.

Personnel — Partners and staff in the
firm. (Ref: Para. A20-A21)

Professional judgment — The application
of relevant training, knowledge and
experience, within the context of
professional standards, in making
informed decisions about the courses of
action that are appropriate in the design,
implementation and operation of the
firm’s system of quality management.
Professional standards - |AASB
Engagement Standards, as defined in
the IAASB’s Preface to the International
Quality Management, Auditing, Review,
Other Assurance, and Related Services
Pronouncements, and relevant ethical
requirements.

Quality objectives — The desired
outcomes in relation to the components
of the system of quality management to
be achieved by the firm.

Quality risk — A risk that has a
reasonable possibility of:

(i)  Occurring; and

(ii)  Individually, or in combination with

LCTW5a,

(11) Ry hU—2 « 77 —Ah] —Fv hU—
TR T A A AT T FEKEZ VD,
(12) Txy hU—7 ) —BEEFEHEITLY R
IR TH - T, FTET D FHEEOMHAD
WhEAMELTEY, O FOWThn
2 CODHSRIAZ VS, (A19 THSR)
7. FIREDE T E O A B LT

WAHZ &,
A . FBEOMBRIC L Y EITA., XEEORE
NTWNWBHZ &,
7. WEEHEOFH T FRAEEA LTS
&,

T, FEMKAZILFL TSI L,

F. TIURLAEHAGEL TSI L,

J1. ¥EHESICHET 2 EROEE RS &I
HLTWAHZ &,

(13) B4 —BEEFEEATICBW T, HifE
GOXEBPITHEER T 22 TOREAZN D,
L7=MRo T, EEEANOGAITERE AL
Bavwn, EAFEIT R OIFRSEET OS5 E
ITEBPUTEEE & LTESE2ITo TV DE
AR

(14) THMEER|) —EEFEEITCHTET 248
SR OVEEFRRE AR A0 D, (A20 TE R ONA21
HZ M)

(15)  THREEMEMZR L LYl —EAHE
A DSBS AT LD K ONER 2B
LY ATENC DWW T R EHRE ST BT
HIWT 21T O BRIC, BRENEMZR L L o
(RS LC, BET AHHE, FnElk &k OB &
WHTHZ EE2W S,

(16) TREEMHEMRELE L TORERONEH SN
HIERE) —HMEEEEmT 5124725 T
BWAF LR IER W ERER O & D
EREEND, BEERYE - RIEY A7 5bisk
He (EHIC KV ERRRD S TWDHE

&) - EAEEELZEAWEE - BAICHT S

o' EE B YE - WEEHILER B oW E.,

AREFE - FEATS - R TR, 4Et

PG VA, Sk, AARARESEFEHEN

T HRH] - mERHA - HEE -
& - WEZ OO SR IS,

a7 TWEBRE) —WEEH AT AOHKE
FNZOW T FHITER T & AR

il

EH5HE

>
W o
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(u)

(v)

(w)

()

other risks, adversely affecting the

achievement of one or more

quality objectives.
Reasonable assurance — In the context
of the ISQMs, a high, but not absolute,
level of assurance.
Relevant  ethical requirements —
Principles of professional ethics and
ethical requirements that are applicable
to professional accountants when
undertaking engagements that are
audits or reviews of financial statements
or other assurance or related services
engagements. Relevant ethical
requirements ordinarily comprise the
provisions of the IESBA Code related to
audits or reviews of financial statements,
or other assurance or related services
engagements, together with national
requirements that are more restrictive.
(Ref: Para. A22—-A24, A62)
Response (in relation to a system of
quality management) — Policies or
procedures designed and implemented
by the firm to address one or more
quality risk(s): (Ref: Para. A25-A27,
A50)
(i) Policies are statements of what
should, or should not, be done to
address a quality risk(s). Such
statements may be documented,
explicitly stated in communications
or implied through actions and
decisions.
Procedures are
implement policies.

Service provider (in the context of this
ISQM) — An individual or organization
external to the firm that provides a
resource that is used in the system of
quality management or in the
performance of engagements. Service
providers exclude the firm’s network,
other network firms or other structures or
organizations in the network. (Ref: Para.
A28, A105)

actions to

(ii)

Staff — Professionals, other than
partners, including any experts the firm
employs.

System of quality management — A

system designed, implemented and

operated by a firm to provide the firm

with reasonable assurance that:

(i) The firm and its personnel fulfill
their responsibilities in accordance

O XNFEE OB REOEK 2 [LE 35 W
REPED WG A BINAFET D Y A7

(19) [EBEMRMRGEE] —AREFICRBWT, i
XTEYTIXZRWVA, @V VKIEDPRAEE VN 9,

(20)  TEAENZH T DREMBLUZEET 2 HIE )
— BB HBEATIE ONICER T — L O A Y
FDNE D REMEMPICEAT A HEE VD,
AREFHEE - AT - R THEAL, AR
NRZFHEWMEDART LA, WmEEHHIKL
W2 O OmIIZEI T 2 HED iR S

5o 7B, THEMBICETIHEE] R
TAHZELH A,
@21 [ (WEEHY AT HNCEET ) %)

— BV ARG B 72 DI EA TS TN
FHWA RO L TWA e IEFER: (125
EN 6 A27 T M N AGO THZR)

O FHEtEix, WEY A7 LT 5728
2, TREZE, I TRETHRVWI LR
RTHDENN, XELINTNAHZ &S
HIUL, BEEOF CTHRIIZIE RS TV
HZEHHY, [TACEERELEL TR
RIORENTWAZ B H D,

@ FHill. HHEFEITTHEDDITAEE
W,

(22) TH—r =2 Fu g x—] —WHEEH
AT A XITEEFEBOEMZBWCHHA I
5 EIRZ TR T D AT AT O OE A X
IR AV D, L2 TEEFEFTOL v
NT—2 Ry hNU—2 « 77 —AXIZD
IEREIZD Db bRy U =2 IR T 54
X —E R« oM X =3 EENR
VW, (A28 THKTNALOS THSR)  TESAS IR

CWEEELILYE | BT D TN o R R
¥ LRFEETHD,

(23) THME) —HEMEBIEFET L%
DUSNDFEZ D, BERFEIT N ERT 25
F (SF TR LI O BRI BV CEF N
wEAT AN EETe,

(24) THEEBI AT L) —LUUTFTOABM R
AE A RS B 72 O (A SRS T 0N B i K OV
AT 5 AT A

O EEFHITROEMEED, BN

igi
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with professional standards and F& L TORER O SN DIETEITHE
applicable legal and regulatory STHLOEMERET L &I, Yk
requirements, and conduct YR ONESEE 105t » TR %R 2 i+ 5

engagements in accordance with
such standards and requirements;
and

Engagement reports issued by the
firm or engagement partners are
appropriate in the circumstances.

(ii)

3 “Engagement partner” and “partner” is to
be read as referring to their public sector
equivalents where relevant.

4 ISA 620, Using the Work of an Auditor’s
Expert, paragraph 6(a), defines the term
“auditor’s expert.”

ze,
@ EAFHI UIEAFEEI RIS C

ToEY) RS E LTS D2 &,

Requirements

(I EREIR)

Applying, and Complying with, Relevant
Requirements

(1. BEYSERERDER & EF)

17. The firm shall comply with each requirement | 17. BEEf =&AL, BEAEFHATOME KON
of this ISQM unless the requirement is not| NZEEEFHEFTNFENiT 5 EHKONE L OV
relevant to the fi;m befcause of the nature and | |~ 1 v B REmE N AFBEITICME L
circumstances of the firm or its engagements. PRI Ly e N -3
(Ref: Para. A29) & %B%é‘ REEFORERFIHITHERM L 2217

N6, (A29 THB M)
18. The individual(s) assigned ultimate | 18. WEEH L X7 AT o kEEEE. WE

responsibility and accountability for the firm’s
system of quality management, and the
individual(s) assigned operational
responsibility for the firm’s system of quality
management shall have an understanding of
this ISQM, including the application and other
explanatory material, to understand the
objective of this ISQM and to apply its
requirements properly.

EELY AT L OB R OEM T 5 BEE
(T, AREEOHMZ ML, ZERFHEZ EY)
CEAT Do, EAfEHEE O, AR E
PR L7220 T 7w,

System of Quality Management

(2. MEEBLATL)

19. The firm shall design, implement and operate
a system of quality management. In doing so,
the firm shall exercise professional judgment,

taking into account the nature and
circumstances of the firm and its
engagements. The governance and

leadership component of the system of quality
management establishes the environment that
supports the design, implementation and

19. EEEFHIT, WEEHES X T LEEE LiE
LT b0, 2O, BEAEFET
iE, B EEETOME L ORI DN B S
FTR T 5B ONE L R EBE LT E
T, BEEMEMZRE L L CoHBr 21Tt
R, WEEHVAT AOEKRERTHD
HRF U AJRNY —F— 7%, WEERY
AT LOFE R ONE % X2 DR AL T D

operation of the system of quality HLDOTHDH, (A0 THELNA3L TESMH)
management. (Ref: Para. A30—A31)
Responsibilities (FE)

20. The firm shall assign: (Ref: Para. A32—A35)

(a) Ultimate responsibility and accountability
for the system of quality management to
the firm’s chief executive officer or the
firm’s managing partner (or equivalent)

or, if appropriate, the firm’s managing

20. EEAFHEATILL T OB 2 FH TG TE Y
BTRITIER SR, (A2 TH D A3S HHE
)
(1) WEEHI AT ACET 2 REEE 4i%
FT1T. BEAEEORSEIE UILEES
BITOERHITHE & L ITFNITHEY T
HH0) XLy LS A5G, EAEE
BATOHEFS HLIXZICHYT 5
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board of partners (or equivalent);
Operational responsibility for the system
of quality management;

Operational responsibility for specific
aspects of the system of quality
management, including:

(i) Compliance with independence
requirements; and (Ref: Para. A36)

The monitoring and remediation
process.

(ii)

D) IZEY B THENRT IR B0,
(2) WEEHS 2T LD K ONE 2T %

S Y A T A OREE O o E H 2 B
T5EE, i, LTFo@ERICET 2 E
EREGEND,

O MRS AR D BERFIH O EST
&)

Q@ FT=XV U TROSKESTEA

(A36 THZ

20-2JP. EEAEESIT O m BARA T E A L A
7T LT SR EEE G ORENREEEA
Do BB, BEEFEIPMEEH Y AT LZH
5 mm R AR Z BRAFH AT O &K R EA LSS
FO Y TEHBAIZBW TS, EEFHIOKS
HEEEITWEEH Y AT AT A EEA
aURMNREEEZA D,

21. In assigning the roles in paragraph 20 the firm | 21. BEEEEHEHATIX. 45 20 HITED H&E 2 E 0
shall determine that the individual(s): (Ref: WT AR, FOENUTOEMEAGE-TNE
Para. A37) 5 gl L2 g e H7ewy,  (A3T IS

LEY)

(@) Has the appropriate  experience, | (1) GEY)ZafEER, ik, 8 K OFEHHTNO
knowledge, influence and authority MEIRZH L. OB S Ton-8tt2 57
within the firm, and sufficient time, to T DO A AT S - . (A38IH
fulfill their assigned responsibility; and ) .
(Ref: Para. A38) -

(b) Understands their assigned roles and | (2) %1V 4T 5372 % E K OV 3 &E OZFITIC
that they are accountable for fulfilling SWTCHHEEZA Y S2HM L TW\D D
them. L

22. The firm shall determine that the individual(s) | 22. B Si#siTid, MBS 2T AOMEM, MM

assigned operational responsibility for the
system of quality management, compliance
with independence requirements and the
monitoring and remediation process, have a
direct line of communication to the
individual(s) assigned ultimate responsibility
and accountability for the system of quality
management.

SEPEIZ AR D BERFIHOBSTF OE A N E =X
Vo 7RO ES O AOERIZOWTEEA
B BCToHNZEHEN, TN, WEEEHY A
T AT A EREEEE IO L CEERET S
L EARE L TAMBERE BT ET DN E D0
I L7 i U7 5720,

F22-2JP. BEEAFHATIX. NIEU A ZIZBF 50
BEMOBEEZWAMEIC LR TIER S0,
(FA38-2]JP THZHR)

The Firm’s Risk Assessment Process

(3. EFEFOYVRLEMTOER)

23. The firm shall design and implement a risk | 23. EEEF®EATIZ. U AV 2 252 F WA
assessment process to establish quality VUM LT s, U RIS |
objectives, identify and assess quality risks 2L, WEBEAREL. SWEY R A
and design and implement responses to LTI L. £7- 58D 2 7 125t % 70
address the quality risks. (Ref: Para. A39- e e \\ y
A41) ST A LEHT 5D THD,  (A39

H S A4l TEBR)
24. The firm shall establish the quality objectives | 24. BEZE =KL, MEEE L A7 A0 B % 125

specified by this ISQM and any additional
quality objectives considered necessary by
the firm to achieve the objectives of the
system of quality management. (Ref: Para.

T B0, AEZFIZLVHESINTNE
A K OB TR TN LT &5 2 25BN 5hE
HEEZZRE LT iU Ze b7evy, (M2 TG
A44 THZPR)

NN
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A42-A44)

25.

The firm shall identify and assess quality risks
to provide a basis for the design and
implementation of responses. In doing so, the
firm shall:

(@) Obtain an understanding of the
conditions, events, circumstances,
actions or inactions that may adversely
affect the achievement of the quality
objectives, including: (Ref: Para. A45-
A47)

(i) With respect to the nature and
circumstances of the firm, those
relating to:

a. The complexity and operating
characteristics of the firm;

b.  The strategic and operational
decisions and actions,
business processes and
business model of the firm;

c. The characteristics and
management style of
leadership;

d. The resources of the firm,
including the  resources
provided by service
providers;

e. Law, regulation, professional
standards and the
environment in which the firm
operates; and

f. In the case of a firm that
belongs to a network, the
nature and extent of the
network requirements and
network services, if any.

(i)  With respect to the nature and
circumstances of the engagements
performed by the firm, those
relating to:

a. The types of engagements
performed by the firm and the
reports to be issued; and

b. The types of entities for
which such engagements are

undertaken.
(b) Take into account how, and the degree
to which, the conditions, events,

circumstances, actions or inactions in
paragraph 25(a) may adversely affect
the achievement of the quality
objectives. (Ref: Para. A48)

25. EEAFHEATIL, ME Y AT ~OXIE O &
WEAOREBREE RIS 57201, WEY 27 %
BB LRHE L2 i Ze 72, F RS, B
HHPTELL T 23205 L7 AuUE 72 5 7a 0,

(1) WEBEOREREE LS5, F5,
BB AATENZ OW TR 5, ZAUZiILL
FToEaENns, (AM5IEHNG AT THBHR)

O EEFBIOEEER RO T, U
TS B S HIH

7. EAEFGITOBMES LEE EORK

A . BEASEGS T ORRMS J OZER E oo Bk
ENWNNCATE), B2 et 2RO
CRAET )L

V. U= =y TOREKLORE A 2 A
v

=, $—bE R T M XL MENn
HEREETe, BMEFEITOEIR

A EEE BEENEME L L ToEER
OB B AT F B 21T O BREE

. Ry NT—=T BT HEEFEEITOY
A Xy NU—Z OBERFEEERNR Y K
U—7 «—ER GEYTHEHEE) ON
B R OV

Q@ BEEEFEINET DHEBONE LN

PUZDWT, LUTICBEE T % FIH

7. BRSBTS EM T 5 R OME AT
FATT D Wis

4. EBORNG LI HEOEE

(2) Fs (D ITHESNDFM, F4, Rk
SAFATENOF BN, E BAEDEERRIZ DU
T, EDXHz, FLEORE., HELED
MEBET D, (MB8IHZRH)

26.

The firm shall design and implement
responses to address the quality risks in a
manner that is based on, and responsive to,
the reasons for the assessments given to the
quality risks. The firm’s responses shall also

26. BEAEEATIL, SE Y AT OFHHORILIC
SE, FEYEBIIS U B Y. WE
U 27T B -0 0%E 2T A~ Ui
LT T e 5w, BEEEEIT OGN,
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include the responses specified in paragraph
34. (Ref: Para. A49—-A51)

EIMEICHES N TWARISbEENRITH
X7 B 7w, (A9 TE NG ABL TEHS )

27. The firm shall establish policies or procedures
that are designed to identify information that
indicates additional quality objectives, or
additional or modified quality risks or
responses, are needed due to changes in the
nature and circumstances of the firm or its
engagements. If such information is identified,
the firm shall consider the information and
when appropriate: (Ref: Para. A52—-A53)

(a) Establish additional quality objectives or
modify additional quality objectives
already established by the firm; (Ref:
Para. A54)

Identify and assess additional quality
risks, modify the quality risks or
reassess the quality risks; or

(b)

(c)

Design and implement additional
responses, or modify the responses.

27. EEEFHBATL. BEEFHEITOME K ONURGT
DA FB T Rt 2 B ONE L ORI
OEbEHE 2, WWEHEOEBM, WEY A7
ROt IS DB S TAE IE D B & R4 2 15
ot Gl AN R IYOW i A A B T R O VA B E W kg
RBIR, EO XD RERBE S NG EA
EEEFBATIL, YEEREEET L& LI,
W 723G AT LT &2 580 L7 T iuid7e 672
VY, (AR2 TH L TN A3 THE )

(1) EBMOMEBELARET S, IR
FHATNRE LB SE B2 EE$
%, (AB4 TEHZHR)

(2) BIMOSEY A7 B L., FHd 21F
. AE Y R 7 OETE T EEEE A FE a3
%)O

3) BIMOXSET A v L+ 5, X%
I EAEIET D,

Governance and Leadership

(4. ANRFORRVY—5F—> v F)

28. The firm shall establish the following quality
objectives that address the firm’s governance
and leadership, which establishes the
environment that supports the system of
quality management:

(@) The firm demonstrates a commitment to
quality through a culture that exists
throughout the firm, which recognizes
and reinforces: (Ref: Para. A55—-A56)

(i)  The firm’s role in serving the public
interest by consistently performing
quality engagements;

The importance of professional
ethics, values and attitudes;

The responsibility of all personnel
for quality relating to the
performance of engagements or
activities within the system of
quality management, and their
expected behavior; and

The importance of quality in the
firm’s strategic decisions and
actions, including the firm’s
financial and operational priorities.
Leadership is responsible and
accountable for quality. (Ref: Para. A57)

Leadership demonstrates a
commitment to quality through their
actions and behaviors. (Ref: Para. A58)

The organizational structure and
assignment of roles, responsibilities and
authority is appropriate to enable the
design, implementation and operation of

(ii)
(iif)

(iv)

28. BEEAFHEITIL, MEEHI AT LAEIET D
BRI AN T D20, TANF AR —4
— vy ST AU TOME BIEEZRE L7
72 B720,

(1) BEEEFHIIX, FETEEOME T %@
CC, WE~DaIy A MERL, LT
ik Lok 35 2 &, (ABS TH M TN AG6 IH
ZHR)

O kvEoEWEREZ -ELCERTLZ
LY, NEOFIRITE T DA FEAT
DFEE|

@ BREMHMZE L L COMEL, fhEe Mk O
WERD B

@ FEBOFERE X ITWEEE Y AT AOIEHE)
IZBIT LB T 522 TOHEMEE DOE
A NI S VD ATH)

@ WBERO¥EE LoBEFEHZ ST, &
A F5 T O MRS AR E X O TENC B 1
% in'E D EENE

(2) BEBEEESEE, WEICE L CGRAELE
BOEMEASZ L, (AT HZM)

(3) IkEEEEZIL., ZTOITEH LB %2 B U T
EA~NDI Iy PA MERT L, (ABS
HZ M)

(4) EEFEBHTOMNEEE Y 2T L0 R
A& AREIC T 5 X 01, MRS I O %
H, BEEROHEROGHNEYITH D Z &,
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the firm's  system of  quality (A32 IH, A33 IH, A35 IH K (N AL9 THZ )
management. (Ref: Para. A32, A33,
A35, A59)
(e) Resource needs, including financial (5) BHRZ S Te B/ ERAETE S, BEA
resources, are planned for and BITOSE~DaIy FAV MBS LEF

resources are obtained, allocated or
assigned in a manner that is consistent
with the firm’'s commitment to quality.
(Ref: Para. A60—A61)

ETEFENSAT, B XTED S ToHTn
HZ b, (A60 LN A6L THESH)

Relevant Ethical Requirements

(5. BEMERVMIMKE)

29. The firm shall establish the following quality
objectives that address the fulfillment of
responsibilities in accordance with relevant
ethical requirements, including those related
to independence: (Ref: Para. A62—A64, A66)

(@) The firm and its personnel:

(i) Understand the relevant ethical
requirements to which the firm and
the firm’'s engagements are
subject; and (Ref: Para. A22, A24)
Fulfill  their responsibilities in
relation to the relevant ethical
requirements to which the firm and
the firm’'s engagements are
subject.

(ii)

Others, including the network, network
firms, individuals in the network or
network firms, or service providers, who
are subject to the relevant ethical
requirements to which the firm and the
firm’s engagements are subject:

(i) Understand the relevant ethical
requirements that apply to them;
and (Ref: Para. A22, A24, AB5)

Fulfill  their responsibilities in
relation to the relevant ethical
requirements that apply to them.

(ii)

29. EEAEFSATIL, NI A S Do E mERIC R
HREIE ST ELER-T20OI2, LLTFTDZ
NENOFIZET 2 E BELZRE L2 T X
7570, (AG2 THND AG4 TH KL TN A66 THS

)

(1) EEFEITLENZEOFMER

O BEEFEBITROZOEBDXG L 72 D%
HMHEICET A REA MRS S 2 L, (A22
TEH N O8N A24 TESFR)

B A5 T M OV DI SRR & T D Wk

FMELICRY 2 BUE ICBhE 5 B R 2 R
T

)

(2) BEEFEBIANTOEBICHET S HIE
BT 2 HEDOX R & e D EDOMOF,
TR, Ay NT—T Xy RNT—T - T
7—Ah, By FT—=7FELIIR Y FU—
7« 77— AR5, X —Ee A -
TaNA NG END,

O i SN D REEGFLICE S B T 2 PR

T5HZ &, (A22 TH, A24 TH K N A6S THZ

)

W SN DML 2 e I B

Li-BEE RT3 L,

@

Acceptance and Continuance of Client
Relationships and Specific Engagements

(6. ZHIOHBROFMIER VEH)

30. The firm shall establish the following quality
objectives that address the acceptance and
continuance of client relationships and specific
engagements:

(@) Judgments by the firm about whether to
accept or continue a client relationship
or specific engagement are appropriate
based on:

(i) Information obtained about the
nature and circumstances of the
engagement and the integrity and
ethical values of the client
(including management, and, when
appropriate, those charged with
governance) that is sufficient to

30. EEEEHBEATIL., RO ORR K OVEHTIC
XL T B0, LTONE BIEZRE LT
X7 5720,

(1) FHIOBMOKEAE NI EFZ4T O N E D M
IZOWTOBERFHATIC L D AW, AT
HEoNWTETITthsrZ &,

O Zo¥WEEz 501150570, EBoM
BRONRPL, A ONTHRIE AN (B35 K OV
I A TR REE TG, ) OBEENE
N OMm BRAOMMAE LI BE 3 2 1+ (A67 T
5 AT1 TEESFR)
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support such judgments; and (Ref:
Para. A67-A71)

The firm’s ability to perform the
engagement in accordance with
professional standards and
applicable legal and regulatory
requirements. (Ref: Para. A72)
The financial and operational priorities of
the firm do not lead to inappropriate

(ii)

@ WEMFMZE L L TOEERONEH S
DIETFEIWE- T, EEEFEET HEES
BRTORES] (AT2 THEHR)

(2) EEBHEBITOME R OES FoEiEE
D3, IO B OGRS AT FE BTV TDOAR

judgments about whether to accept or B 7RI T S e B A S b (AT3 TE
continue a client relationship or specific OF ATA TEBIR)
engagement. (Ref: Para. A73-A74) SR

F30-2JP. BEEFHATIL., BEELKOEH ORERE

R O F OHIWHZ B3 2 #t & OV Ffelc, ARIE
U R 7 %E[E L CEAE ORiRE L OEHT Ik
DIV == 2l R R A ON N1 - 2 1110}
ZGPEIZ DN T, BTHLORERRE, & OBHTREIX
U7 ORI T T, BEF— 29 0w 7
HEIIHICLVBRETT 2 2 2G0T E
2570, (FA68-2JP IS HR)

Engagement Performance

(7. FBDOREIE)

31. The firm shall establish the following quality
objectives that address the performance of
quality engagements:

(@) Engagement teams understand and

fulfill their responsibilities in connection
with the engagements, including, as
applicable, the overall responsibility of
engagement partners for managing and
achieving quality on the engagement
and being sufficiently and appropriately
involved throughout the engagement.
(Ref: Para. A75)
The nature, timing and extent of
direction and supervision of engagement
teams and review of the work performed
is appropriate based on the nature and
circumstances of the engagements and
the resources assigned or made
available to the engagement teams, and
the work performed by less experienced
engagement team members is directed,
supervised and reviewed by more
experienced engagement team
members. (Ref: Para. A76-A77)

Engagement teams exercise appropriate

professional judgment and, when

applicable to the type of engagement,
professional skepticism. (Ref: Para.

A78)

Consultation on difficult or contentious

matters is undertaken and the

conclusions agreed are implemented.

(Ref: Para. A79-A81)

31. EEBRFEBANL. L VEOEWERL O EIZ %
WA B 72012, LTOME AEZRE LT
X7 5720,

(1) BEEESEENEREBONEOEHE L 2=
Ik LT, BEEERO R E®E LT
OGN BT &V ) BRI E T
BEh, BT —L0NH D DOEELZ L
Rz 2 &, (A5 HZH)

(2) AT — LOHFEEOEEONE, R
F O, W ONTAEZEDOER S, EBDON
KRB, BEEF—LZE Y Y THNR-
BRI SE@Eychsr b, £, BB
DENER F— LD A =T 9 EHIT
DONTIE, LVRBBROBDEET — LD A
UON—NEHE, BB R OEEOER 1T
Z &, (AT HEONATT TS

(3) EET— 2L, BENEMFL Lo
D7l 21TV, £ BB ORI
UC, BREEREMZE L L ToMEERL %2
THZ L, (AT8IEZSM)

(4) FEFPED E <L BN EEDE 5 FHIES
FENTEE > TR WEIEIZ DWW CEIRY
R RIROMAEEZITV., BB I NIk
Mo TRLTAHZ L, (AT9 TE)ND AS1 IH
Z M)
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(e) Differences of opinion within the
engagement team, or between the

engagement team and the engagement
quality reviewer or individuals
performing activities within the firm’s
system of quality management are
brought to the attention of the firm and
resolved. (Ref: Para. A82)

(f) Engagement documentation is
assembled on a timely basis after the
date of the engagement report, and is
appropriately maintained and retained to
meet the needs of the firm and comply
with law, regulation, relevant ethical
requirements, or professional standards.
(Ref: Para. AB3—A85)

(5) EEATF — AN O F oW oo ARE X
BEAE T — A & RS L T FBHETO
EEBLY AT AR W IR A Efid 5
FH L OB LYW OMEIT, A EET
IS &SN, fESN 0D, (A82
THE M)

NZ AN

(6) BEAREILEAREZOWRM H%ZIZHERE
WP I, A EGITH O OB A
7oL, EER%E, WEMBICET 2 8E
KOS L L CoRMELYETT 5
7o DI UNCHERF e ORIF SN D Z &
(AS3 TH/ B ASS THER)

F31-2JP. BEEFHATIX, BEEEBOFEMIZI T
5 B R EFT D 72O DO T K O TRz B0
T, FAl—OEEOERXEZM YT HEEE(T
ENEERNR LGS, BEEOBRE THEA L
RIEY A7 &t BB 2 FHEMNEYNARE S
5 EITED TN S22,

F31-3JP. BEAFFHHTIL, RNIED X 7 (Z@EYNI &
JETE DK DI, BEEFEHITR L EE M OAR
(ZBIT 278 R O FHi e D 21 E 7R 573
Y,

F31-4JP. BEEEFHIIL., RIEIC L D2 EERER
TR 2T HARI SR S 56 IR IE
X DEEREMBERTROREZND D B S
A, MBS CEEFESITNA O Y]
BN GHEMP R AfRESOND X HICT HT
DD F I O T & O 72T UL B 720,
(FA35-2JP THER)

Resources (8. &EiE)

32. The firm shall establish the following quality | 32. BES#H%ATIE. MBS 27 AOHE LN
objectives  that address  appropriately | &% AEEICT 5 -0, EEI AR EE OB
obtaining, developing, using, maintaining, B FIFH. EER. BOAY R OVEI Y 4 CIT iR

allocating and assigning resources in a timely

manner to enable the design, implementation

and operation of the system of quality

management: (Ref: Para. A86—A87)

Human Resources

(@) Personnel are hired, developed and
retained and have the competence and
capabilities to: (Ref: Para. A88—A90)

(i) Consistently perform quality
engagements, including having
knowledge or experience relevant
to the engagements the firm
performs; or

Perform activities or carry out
responsibilities in relation to the
operation of the firm’s system of
quality management.

(ii)

ST 5, U TONEBEZEDRITIILRG
720N, (A86 TH R TN AST THER)

AHIER
(1) EMEENEH. Bk OHERF S, 7o
Z S OHMEENLLUTF O L ORE &2 A
LTWnAZ L, (AS8IEM D A0 IHEHR)
O EEFHEFTNIMET 5 EEICBET 5 5
HORBRAETH I EED, LTVEHDE
WEER A — B L CHET D,

@ EEFEEHONEE AT LAOEHIC
B DR8N 21T o, UIEEER-T,
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(b) Personnel demonstrate a commitmentto | (2) BMFEE X, ZOfTEI & K% E U TWHE
quality through their actions and ~NDAI Y FAV RNERL, FOEEEZ R

behaviors, develop and maintain the
appropriate competence to perform their
roles, and are held accountable or
recognized through timely evaluations,
compensation, promotion and other
incentives. (Ref: Para. A91-A93)

Individuals are obtained from external
sources (i.e., the network, another
network firm or a service provider) when
the firm does not have sufficient or
appropriate personnel to enable the
operation of firm’s system of quality
management or performance  of
engagements. (Ref: Para. A94)

Engagement team members are
assigned to each engagement, including

(d)

an engagement partner, who have
appropriate competence and
capabilities, including being given

sufficient time, to consistently perform
quality engagements. (Ref: Para. A88—
A89, A95-A97)

(e) Individuals are assigned to perform

activities within the system of quality

management who have appropriate

competence and capabilities, including

sufficient time, to perform such activities.

Technological Resources

(f)  Appropriate technological resources are
obtained or developed, implemented,
maintained, and used, to enable the
operation of the firm’s system of quality
management and the performance of
engagements. (Ref: Para. A98-A101,
A104)

Intellectual Resources

(g) Appropriate intellectual resources are
obtained or developed, implemented,
maintained, and used, to enable the
operation of the firm’s system of quality
management and the consistent
performance of quality engagements,
and such intellectual resources are
consistent with professional standards
and applicable legal and regulatory
requirements, where applicable. (Ref:
Para. A102—-A104)

Service Providers

(h) Human, technological or intellectual
resources from service providers are
appropriate for use in the firm’s system
of quality management and in the
performance of engagements, taking
into account the quality objectives in

T OMY/RREN A BIR R OWERF L, £7-
WRFOEE, W, AEL MDA T
4 T EBUTCEEEZAVIHMESND Z &,
(A91 TH 5 A93 IEZR)

Q) EAFHITOMEEH Y A7 AOEH T
(B OIfAE R T D, e Ty 72
HAEE 28 L TWRWEES . ANERLYE
BTEHEIONG (T7ebb, xy hT—7
Xy RNU—7 « 77 =L IV —ER - Fnm
NAZ—=) PoFETHZ L, (AMIES
H)

@) FvEOERWEEZ B L TERTLID
D+ 72BN G- 2 b TWD 2 EEED,
WK ONECYI RN 2T 5, BAERETE Y
GIEER T — LD A N NZEERRITEIY Y
THNTWAZ L, (A8 IH, A89 IH K (N A95
TG AT THS )

(5) WHEEHY AT DB IR E T 5
10T, oyl A Te, WKL ONEY) 72
REAEZATLDENFIVLETHEN TS Z &,

T/ —&R

6) WYIZRT 7 ) nU—&RIX., MARFEESITO
B BB AT A OIER K OER O F i & v
RRICT D720, BUGUIBHF S v,
HERF R ORI EN D Z L, (A98 THN S A101
I} TN A104 THEHR)

HMAER

(7) WY gL, AT OMEE B
VAT LADEHAL NI VEOERWERED—H
L 7= i Z alREIC T B 72Dz, BUS XIZBA%E
S, #H., #HEREEXORIHENRS, 72, %
O X5 BRIMBERIL, %N TH5A . BED
HF L L COERERL O S NDIESE L
BAEMTHDZ L, (A102 TEHMND A104 THS
)

HY—EX - Tang 54—

®) #H32mM, 65). 6KLTMDMIZBITLHHE
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SATHPVETRIX, BEAEFBEITOMEEBE Y A
T AR OEBEOEB N THHATICHT




1SQM 1

mERE 15

paragraph 32 (d),(e),(f) and (g). (Ref:
Para. A105-A108)

. EWYTHDHZ L, (A105HHNS AL08 IH
Z )

F32-2JP. BEEFHIIL., FMEEOHE - JIlH
WZBET 2 F#t R O T e ©D, B E BN
¥B AT ) L CHE I AR IEEHNCEE T 5 HEk A
HEL, BNERBTEL L), BEEFEIN
SDOWHEZ &8, RIEICBETH28F - o
SERIRAN ek el DPAN B AW o AN AR

Information and Communication

(9. fFHLImE)

33. The firm shall establish the following quality
objectives that address obtaining, generating
or using information regarding the system of
quality management, and communicating
information within the firm and to external
parties on a timely basis to enable the design,
implementation and operation of the system of
quality management: (Ref: Para. A109)

(@) The information system identifies,
captures, processes and maintains
relevant and reliable information that
supports the system of quality
management, whether from internal or
external sources. (Ref: Para. A110-
A111)

The culture of the firm recognizes and

reinforces the responsibility of personnel

to exchange information with the firm
and with one another. (Ref: Para. A112)

Relevant and reliable information is
exchanged throughout the firm and with
engagement teams, including: (Ref:
Para. A112)
(i) Information is communicated to
personnel and engagement teams,
and the nature, timing and extent
of the information is sufficient to
enable them to understand and
carry out their responsibilities
relating to performing activities
within the system of quality
management or engagements; and
Personnel and engagement teams
communicate information to the
firm when performing activities
within the system of quality
management or engagements.
Relevant and reliable information is
communicated to external parties,
including:
(i) Information is communicated by
the firm to or within the firm’s
network or to service providers, if

(ii)

any, enabling the network or
service providers to fulfill their
responsibilities relating to the

network requirements or network

33. EEEHEGITIL, WEEHY AT AOEHE K
EREZAREICT A7 012, WEEHY 2T LK%
O FH TN~ DR 2 ORI L
T, [HEROBE, A SUIRH LT 5, LA
TOMEBREZRE LRITIXR 570,
(A109 TAZHR)

(1) TR AT L0, WAOTERIZ R DT,
WEEHY AT A E X 2D, BEYEOH HE
FEEOBWES AR L, fEie L., ALHE L,
FlHERFT A2 L, (ALIO TR OVALLL TS
)

(2) EEFHOMME LS, HEEE L EA
FHET & O R OB E B R TR %2 AT
HBEMLZWWH I EHRIETHHEDOTHDLZ &,
(A112 TEE[R)

(3) BT — L% G oA R AT R CRE
D& HAEFAEDEWERDBLLT O X 5 124 H
InHZ e, (A2 EHZH)

O HEE LEEF— AITHERMEES N
TEY, FYHERONE, Kl L O%
L. WEEBY 2T LAOWEE) TREAE
BOERMIZEE T 2T 2 ML, K=+
rETtHoTh D,

@ HHEEROEEF— AT, WEEH
AT D OIEEN T 375 & £l 5 B
2. ERFEITICEREBET D,

(4) BEEME R OMEREEO S W EWRA LT 25 6
DB bInESND Z L,

O EXEEEHDPLEEFEETOR Y hT—
I I —E R - g X — 2%t LT
WMBIESND, L4 LLE. YixlE
WX, *y U= P —E R - T
A=, Ty FT—7 OBERFEA L
TRy U —27 « =R IZNHIT L
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services or resources provided by
them; and (Ref: Para. A113)

Information is  communicated
externally when required by law,
regulation or professional
standards, or to support external
parties’ understanding of the
system of quality management.
(Ref: Para. A114—-A115)

(ii)

S> TSN HEIRICET 5 BE52 BT
ZEHAREIZT A, (A3 THZH)

@ EAHEELIIBENEMFE L LToR
HEIZ D BRI N A GE IO O fh
HEH Y AT M T AR E RS D7
DIZ, AR BIERMBES LD, (Al14
TH R ONALLS TEHE )

Specified Responses

€10. T DXED

34. In designing and implementing responses in
accordance with paragraph 26, the firm shall
include the following responses: (Ref: Para.
A116)

(@) The firm establishes
procedures for:

(i) Identifying, evaluating and

addressing threats to compliance

policies or

with the relevant ethical
requirements; and (Ref: Para.
A117)

(ii)  Identifying, communicating,

evaluating and reporting of any
breaches of the relevant ethical
requirements and appropriately
responding to the causes and
consequences of the breaches in a
timely manner. (Ref: Para. A118—
A119)

The firm obtains, at least annually, a

documented confirmation of compliance

with independence requirements from all
personnel required by relevant ethical
requirements to be independent.

The firm establishes policies or

procedures for receiving, investigating

and resolving complaints and allegations
about failures to perform work in
accordance with professional standards
and applicable legal and regulatory
requirements, or non-compliance with
the firm’s policies or procedures
established in accordance with this

ISQM. (Ref: Para. A120-A121)

The firm establishes policies or

procedures that address circumstances

when:

(i) The firm becomes aware of
information subsequent to
accepting or continuing a client
relationship or specific
engagement that would have
caused it to decline the client
relationship or specific
engagement had that information
been known prior to accepting or
continuing the client relationship or

(d)

34. BEEERFHATIX, 5 26 I T=kHs DT
A EEAIZBWT, LTFTOXILE S DRITi
X7 B7ew, (Alle THEM)

(1) EEEFBIIILLTOFEHEIRS FE#UTF

fea B D,

O BEGHEICEET 2 HEOHESFICET 5
EER 2R, PR OS5 2 &
(A117 TEZ )

@ BEEMEICET 2 HEDENK 2@,
., Rl A O L. E 7S RER DRI
ERERICHEFHIIHIST D 2 &, (ALISTEK
NAL19 THEHR)

(2) BEEEFHINEL, MIMEORFEENERIND
ETOHEMEENS, WLIEORFFO T2 D
Tt AL FHEOEFICET 2R EL, D
S EBFIZFEAFT D,

(3) EEEFHIIL, BEENHFEMZFEL L TR
T OVl F & D IEA St - CEEEEB N E
ME SR oloZ & MITEEFRBIT O
F L TN ESF SN 2o o Z LICHT
5. FIREGFOBMSITEZHEL, HEL.
FTfERT BT FHFH XTI TREED D,
(A120 TE J, TN A121 THZ )

(4) BEEFBAINL, LT OSGEITKHLT S Tt
XITFREED %D,

O FRIOHFIROFERE UL ORI A F
BSATHSERGE L CUOAUE R kit 2 BB+
LR & 72D X9 7ot e B A s T s
FIDOFHORERE X IEHORICHD Z & b
ot (A122 THN N A123 THER)
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specific engagement; or
Para. A122-A123)

(i) The firm is obligated by law or
regulation to accept a client
relationship or specific
engagement. (Ref: Para. A123)

The firm establishes policies or

procedures that: (Ref: Para. A124-

A126)

(i)  Require communication with those
charged with governance when
performing an audit of financial
statements of listed entities about
how the system of quality
management supports the
consistent performance of quality
audit engagements; (Ref: Para.
A127-A129)

(Ref:

(i) Address when it is otherwise
appropriate to communicate with
external parties about the firm’s
system of quality management;
and (Ref: Para. A130)

Address the information to be
provided when communicating
externally in accordance with
paragraphs 34(e)(i) and 34(e)(ii),
including the nature, timing and
extent and appropriate form of
communication. (Ref: Para. A131-
A132)

The firm establishes policies or
procedures that address engagement
quality reviews in accordance with ISQM
2, and require an engagement quality
review for:

(iif)

(i) Audits of financial statements of
listed entities;

(i)  Audits or other engagements for
which an engagement quality
review is required by law or
regulation; and (Ref: Para. A133)
Audits or other engagements for
which the firm determines that an
engagement quality review is an
appropriate response to address
one or more quality risk(s). (Ref:
Para. A134-A137)

(iif)

@ EBEIZEY ., BROFH O ST HE
HEITO 2 EMBEHATOENTOWDEE
(A123 TEE M)

(5) BEEEFEEITIX. LFOFHIZBET 2 HE X
IEFR a2 ED D,  (A124 TE) D A126 THS
)

O EEREESRBSWEFE 260 6 16 HIZFLH
Lo ¥R DOMBHERER 2 I T 5B
2. SWEEEY AT AR L DB OO
B LTEBTLIZ L2 ED X I
LTWEMNIHONWT, BEEREELEDaI =
=r—variEERTs, ALRTHNG
A129 THZ[R)

@ QLS. SNRORIRE L ER EETTO
BB AT AONWTa a=r—v
a5 2 ENEYRGA (A130 THES )

@ aIa=r—arONRE., RO
FH, N e A ETe, 5 34 I
(5) QKO 34 18 (5) DIt - THT 9 M &
DA 2=l —3 g ORI R
O(A131 TER OVAL32 THE )

(6) BEEEFHIIX, WEEMEELZESREE
B2 TN THRAEICHL L, BEZOME
HROERIZONWTERLZERTHDDS
HYXITFREED D, (A135 KL NA135-2]P
Z M)

34-2JP. BEAHESITIL, HIHERE DA A FRE LT
% FR BT W Jon S TS A 1 N DO FLNL AR SR B B
RIEIC S B UHMEEES (ARESFHLE
FWOLRE1IHELD YL, IEHTROLNTWH
LEBERSERL) 0obh, BEREEONG L
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te, ) HZEDRITNITRE RN,
ZH)

(A135-2]JP IH

F34-4]JP. BEEAFHATIL, KRR EEEFRDO PN TIC
B35 H# R OV FRiC, LT OFHEICEDNIZ )
A% Z L BEMICHERT 2720, BEEREE
AN 72 b SNDIHFRITHLT H72HD
Tt R TRtz & O RITIER B0,

(1) RIEV A7 |28 L CEEFBHITNANS
EEFEEATICEE DN EREZTIMNT S 2
L,

(2) MEZFERICHOWT, BHET EEETE~
HWIFIARET D 2 &,

(3) EEFMEEIL. BEETF—20EEDEMIC
BWTYHEE#REZ EO X ITHRF Lo
WO, B ST O Y 2 S T
THI L,

Monitoring and Remediation Process

(1. E-AYIRUHETAER)

35. The firm shall establish a monitoring and
remediation process to: (Ref: Para. A138)

(@) Provide relevant, reliable and timely
information about the design,
implementation and operation of the
system of quality management.

Take appropriate actions to respond to

(b)

identified  deficiencies  such  that
deficiencies are remediated on a timely
basis.

35. BEEFHATL, U TOFREEEKRT D720
Fo K YT RREET R R EEDRTIIE
725720, (A138 THE )

(1) WEEHS 2T 5O R ONE IO
T, B OMEHEMED B < o e 2 A
THERERMT DL,

(2) MMEn@ERcsESND L2, @hlsh
TEAM SRS DU R B AR LD 2 &,

Designing and Performing Monitoring Activities

() E=RYTEEDTHA 2 EEIE)

36. The firm shall design and perform monitoring
activities to provide a basis for the
identification of deficiencies.

36. BEAFHITIL. NMidz T o 7o DA
BT 2700, E=X ) U PIEBE T A v
L. 3 L7t Ze 57w,

37. In determining the nature, timing and extent of
the monitoring activities, the firm shall take

into account: (Ref: Para. A139-A142)

(@) The reasons for the assessments given
to the quality risks;

The design of the responses;

The design of the firm’s risk assessment
process and monitoring and remediation

process; (Ref: Para. A143—-A144)

Changes in the system of quality
management; (Ref: Para. A145)

The results of previous monitoring
activities, whether previous monitoring
activities continue to be relevant in
evaluating the firm’s system of quality
management and whether remedial
actions to address previously identified
deficiencies were effective; and (Ref:
Para. A146—-A147)

(f) Other relevant information, including

37. EERERINL., T=Z VU L VIEEIONE., R
R O 2 e A BRI, L FOHIEAZ B E
L7 o7y, (AI39 AN D Al42 TAES
&)

(1)

Q) FIEDTFHA

(3) BEFEHEHOV AIFM~7 ek A, W
FoH VT ROEET T ADT A
(A143 TE} TN A144 THS )

(4) WEEHVAT LAOLEE (A145 HSH)

pnE U A 7% 25 BRI O AR L

(6) BWEDET=XY U 7IEFORERE, WEOE
=& ) U TIRENERFE AT O SEEE Y A
T LOFHHIZ B W TRAR & L THBE AR T
HHNE DD, RO EIZEER STz Ml
KT D RIEHENEHN TH T2 E 9D D,
(A146 TE} TN A147 THZ W)

(6) WEMEMZFL L TORERETIND
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complaints and allegations about failures
to perform work in accordance with
professional standards and applicable
legal and regulatory requirements or
non-compliance with the firm’s policies
or procedures established in accordance
with this ISQM, information from external
inspections and information from service
providers. (Ref: Para. A148—A150)

ESEITHE - THEREB NI S o7z
Z& TEEFEBFT O L AXTFHH
WP SN o722 LICET 5, AR S Se38
DL T, AMBORGED D OTFH ML N —
A e Fung = DERE G, O
OBERE R (A148 IH)N D A150 THBHR)

38.

The firm shall include the inspection of
completed engagements in its monitoring
activities and shall determine  which
engagements and engagement partners to
select. In doing so, the firm shall: (Ref: Para.
A141, A151-A154)

(a)

Take into account the matters in

paragraph 37;
(b) Consider the nature, timing and extent of
other monitoring activities undertaken by
the firm and the engagements and
engagement partners subject to such
monitoring activities; and

(c) Select at least one completed
engagement for each engagement
partner on a cyclical basis determined
by the firm.

38. EEEHEHITL, =4 U JIRENIIBV T,
6T LR EROBGREZ 2D IR b
T FEOBEEEBR O E OERETTH 2%
ET DA HWr L2R2T T 6720, £ DERIZ
X, BEAEFEEINL. DTE2ERLR2TIERD
20, (A141 TE N ALS1 TE)N S A154 TEHEHR)
(1) HEINHEOFHEBET 5,

(2) BEAFHIPITOMDE=H Y JIEED
A, B R O, IWONZZ D X 5 7et=
Z U o TIEE ORISR & Ip DA L AR
EEEZET 5,

(3) EEEMLEZ L1 7< & LERFBEIN
ED-—EHMZLIc—oD5% T LA
BEBRET D,

F38-2JP. BEAFHATIX, BEEXEBICBITHARIE
U 27 ORI DN T, EBI 2GR
X0, DUFICT 2B REEFEITOMEE
HOFGH L OFHICHEL L TEMSNTND D
EEEND IR TNIX 2 B0,

(1) BEAZZH OFIA ORERE K OB

(2) RIEICBET2EE - 3l

(3) EHOFEN (BEKOERN., BEAEFEITN
SAB BT b SNDIEFWRA~DORHAL, HHEY 72
ROMAEE, FhE, F—DEEDOEEEE
YT LEEREENSELZRN LEEEAED
SlikEETe, )

(4) BEEA I O 5|k

39.

The firm shall establish policies or procedures
that:
(@) Require the individuals performing the
monitoring activities to have the
competence and capabilities, including
sufficient time, to perform the monitoring
activities effectively; and

Address the objectivity of the individuals
performing the monitoring activities.
Such policies or procedures shall
prohibit the engagement team members
or the engagement quality reviewer of
an engagement from performing any
inspection of that engagement. (Ref:
Para. A155-A156)

39. EEAFBATIL. LT OFEEICET 5 5T
Tz ED R ITIL R B0,

(1) T=XV 7 E#EEET 55N, £=X
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(2) ®=XV U 7iGEE T HEOFBIME
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Evaluating Findings and Identifying Deficiencies

((2) #REHDFE & FimDHEHD

40. The firm shall evaluate findings to determine
whether deficiencies exist, including in the
monitoring and remediation process. (Ref:
Para. A157-A162)

40. BEEEFEBHEINL, T=X U U7 ROME T 1t
AERIZEAT A D EE D, 3 FHZ R
L. RIHERTFET D0E 5 02l L vt
B0, (ALBT IEHN G A162 THES )

Evaluating Identified Deficiencies

(@) Al S =Tk D)

41. The firm shall evaluate the severity and
pervasiveness of identified deficiencies by:
(Ref: Para. A161, A163—-A164)

(@) Investigating the root cause(s) of the
identified deficiencies. In determining the
nature, timing and extent of the
procedures to investigate the root
cause(s), the firm shall take into account
the nature of the identified deficiencies

and their possible severity. (Ref: Para.

A165-A169)

(b) Evaluating the effect of the identified
deficiencies, individually and in
aggregate, on the system of quality
management.

A1, BEASEBITIE, M S oA O BERME LR
FPEZ LUT IS L0 RHE L7227 5720,
(A161 ZH, A163 JHM UM A164 THZH)

(1) ®BI S AT A OIRAFIN 2 A5, 7
BFREONE ., Kl O#iPH 2 R D BRIC
B AL AT, R S VTS Al O A S OV
ESNDERMEZZE LR IEmR 620,
(A165 TE7)> 5> A169 T2 )

(2) I SNTAERHEEE S AT MM RIFE
BHASIIE A, D OIS e AR
FEIZDOWTEBINZ . KOO ARG & OFLAA

DEICE Y Ehid 2,

Responding to Identified Deficiencies

((4) BRI =h=FHE~DOFL)

42. The firm shall design and implement remedial
actions to address identified deficiencies that
are responsive to the results of the root cause
analysis. (Ref: Para. A170-A172)

42. BEEREESHTIL, A S A ISR HLT B 7
DOFIEHEZ . & ORARJFE O 53 HrisE RS
CTCTHA L, #HLRTIERS 220,
(A170 TEDN & ALT2 TESHR)

43. The individual(s) assigned operational
responsibility for the monitoring and
remediation process shall evaluate whether
the remedial actions:

(a) Are appropriately designed to address
the identified deficiencies and their
related root cause(s) and determine that
they have been implemented; and
Implemented to address previously
identified deficiencies are effective.

(b)

43. E=F Y U7 ROSET v AOEMHIZEET
HEFAFEIL, BERFEEICE L CLLT 2% L2
BRI LSRN

(1) REHEMN, B S =AM & BEhdET H4R
AEERIZIES U TEYNCT YA o ERnTnsm
FHE L. Fo. WA I TWL AT S,

(2) WEITFEHH S NS D 7o
MENTRIEHENENTH 50 iM%,

44. If the evaluation indicates that the remedial
actions are not appropriately designed and
implemented or are not effective, the
individual(s) assigned operational
responsibility for the monitoring and
remediation process shall take appropriate
action to determine that the remedial actions
are appropriately modified such that they are

effective.

44, RIEREENBEUICT VA CROWEH S Tn
eV XA TRV EHE S GA, =
2 TR O%ET o 2 OEAICET A BT
FiL, REHENEYICEESWAERDITHS &
HIWTTE S F T WIS LA g b
A

Findings About a Particular Engagement

(6) BFEDEBICEHI SIREER)

45. The firm shall respond to circumstances when
findings indicate that there is an
engagement(s) for which procedures required
were omitted during the performance of the
engagement(s) or the report issued may be
inappropriate. The firm’s response shall
include: (Ref: Para. A173)

(a) Taking appropriate action to comply with

45, BEERFER OFEHEfE CER & D T £l
EN TV o T2, I REY) 7 A s £
FATSNT=BENDH D Z L 2R FED/RIE
LTCWbaEHE, BEAEFEMILUTZEHTED
RPUTHHL L 22 U7 5720, (A1T3 THS
)

(D) BHET DWSEMHME & L TOEERDE
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relevant professional standards and M ENDEDEZESTT 572D O G 724 iE
applicable legal and regulatory o AV

requirements; and
When the report is considered to be
inappropriate, considering the
implications and taking appropriate
action, including considering whether to
obtain legal advice.

(2) BEEWMEFEPANEI THLLEALNDY
B ERFICHZEZRD L0 E 5 I okEt &
T, TOREEEE L CHEY R E AL
%)O

Ongoing Communication Related to Monitoring and
Remediation

(6) E=42Y vV RUREICEY S#tEsLa

SazH—v3av)

46. The individual(s) assigned operational|46. =%V 7 kO E T ot 2 OEMICEET
responsibility for the monitoring and AEMLF L, WEEHY AT AT AR SE
remediation process shall communicate on a | (r.oc  JpoNz WEE LS 25 L OB & ONE
leﬂr?":gtebigspofsibtirl]itey Iarllr?éwzléilcgj Z1taabsilsit€ nfeodr BT S SRR~ L FOFR BRI RS L
the system of quality management and the BRITFHUZ e B, (ALT4 THBH)
individual(s) assigned operational
responsibility for the system of quality
management: (Ref: Para. A174)

(a) A description of the monitoring activities (1) EhL7-F=1 o 7IEEBIONE
performed;

(b) The identified deficiencies, including the (2) EERI X I A L OV O 8 RME M QYA &
severity and pervasiveness of such
deficiencies; and

() The remedial actions to address the (3) BRI NIRRT B 72D DR IEFFE
identified deficiencies.

47. The firm shall communicate the matters | 47. BES&HFHITIL. AT — 2 K OVWEEHE S X

described in paragraph 46 to engagement
teams and other individuals assigned activities
within the system of quality management to
enable them to take prompt and appropriate
action in accordance with their responsibilities.

T AT TEE) 2 FEhE T 5 F ~5 46 THIZFL
WINTZHFHEGZEL, FABZOEMTITLT
CTHHE O e EEZH LD 2 A AlHEIC L
RT3,

Network Requirements or Network Services

(12 XY FI—VDEREBEIERY FD—
9 «HY—ER)

48. When the firm belongs to a network, the firm
shall understand, when applicable: (Ref: Para.
A19, A175)

(@) The requirements established by the
network regarding the firm’s system of
quality management, including
requirements for the firm to implement or
use resources or services designed or
otherwise provided by or through the
network (i.e., network requirements);
Any services or resources provided by
the network that the firm chooses to
implement or wuse in the design,
implementation or operation of the firm’s
system of quality management (i.e.,
network services); and

The firm’s responsibilities for any actions
that are necessary to implement the
network requirements or use network
services. (Ref: Para. A176)

The firm remains responsible for its system of
quality management, including professional

48. BEEHFEEHNL, X v NI —J BT 254,
T D L E I T OFE A BE L7 uE
2570, (A19 THKTNALTS HHB M)

(1) BEEFEEITONWEEE Y AT LB L TX
v MU= WED-ERFEE, i, x
v U= BNFWA TR LB
— B R %, ERFEEITNEAUIRAET S
DOFERFHENEGEND, (Thbb, xv
U — 7 OB REIR)

(2) EEFELHEIN, BOOMEEHYV AT L%
THA 2 WA TERT AR, @A X
FBETHZEa@R LT, 2y NUY—27 23
T 22 TOYP—EAIER (T2bb,
Xy b= « F—ER)

(3) Fv NU—7 OHERFHEEBMHT D, XU
Xy hT—2 « = REFHAT D7D
g ATOHFBEICHT HEEFBITOEE
(A176 TEZ[R)

EEEFEEATIL., WEEHY 2T L% B M ONE

9 2B ORSEM IR & L T2 80,
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judgments made in the design,
implementation and operation of the system of
quality management. The firm shall not allow
compliance with the network requirements or
use of network services to contravene the
requirements of this ISQM. (Ref: Para. A177)

HOOMEEBY 27 Mkt LT R b
LPEMEZADRTIIER SR, EARFEAT
I, AEEOTRFHIGENTDH L O, *
v MU — 7 OESRFIA~OHEIL Y (IR v b U —
7 - =B RADFEHEZTRL TUIR DR,
(A177 TEEFR)

49. Based on the understanding obtained in

paragraph 48, the firm shall:

(a) Determine how the network
requirements or network services are
relevant to, and are taken into account
in, the firm’s system of quality
management, including how they are to
be implemented; and (Ref: Para. A178)

Evaluate whether and, if so, how the

network  requirements or network
services need to be adapted or
supplemented by the firm to be

appropriate for use in its system of
quality management. (Ref: Para. A179—-
A180)

49. BEEEFHEITIL, 55 48 HTHE O BARIZEE

SE, UFEITbRTE e 5w,

(1) Xy FU—Z7 OBERFHE IR Y FT—
7 e =B AN, BEEFEEHTONEEIY A
TAZED XD IZEET AL, D
KB ET LA EEZED THRET
%, (A178 THZHR)

2) Xy FU—7 QOERFHE IRy FT—
7 e —bER%E, BEEEEHTONEEY A
T AIZEWTHEUNICHAT 27201, #is S
5, e T HILERNLDLNE I, F
X OBREIIT#EG ST D, T 55
EAEFHT 5, (A179 B O A180 THE M)

Monitoring Activities Undertaken by the Network on
the Firm’s System of Quality Management

() EXEEROREEERIATAIZET SR
vy rRD—HDE=SY) VY EE)

50. In circumstances when the network performs
monitoring activities relating to the firm’s

system of quality management, the firm shall:

(@) Determine the effect of the monitoring
activities performed by the network on
the nature, timing and extent of the
firm’s monitoring activities performed in
accordance with paragraphs 36-38;
Determine the firm’s responsibilities in
relation to the monitoring activities,
including any related actions by the firm;
and

As part of evaluating findings and
identifying deficiencies in paragraph 40,
obtain the results of the monitoring
activities from the network in a timely

manner. (Ref: Para. A181)

50. EEEFEBATIL. X MU — 7 BNEEFRLEHTO
EEE Y AT MBI =X ) IR %
Ehi T 2%6. LN EThRITTR b0,
(1) 2536 HNHH 38 HICE > CHEES N D

BEHEEFTOET=H Y 7IREIONE, R &
OFiPHIZX 95, X2 hU—7 DFE=X VY
ZAGT U037 Fagcl|i: e AV

(2) Xy NU—27DOF=XFY o FIEENCET
5. BERFEEITOITEIZE D, BEEFEITO
EAEA W 5,

(3) 40 THIZ I T 2% WL FTHO R & O A D
WAlDO—ERE LT, Xy NU—UhbE=H
U U TR OFERZERFICATT S, (A181
HZ M)

Monitoring Activities Undertaken by the Network
Across the Network Firms

(@) 2y bFI—OBRY b T—Y - TJ7—L%
WMRELTERTIE=S) VIEH)

51. The firm shall:
(@) Understand the overall scope of the
monitoring activities undertaken by the
network across the network firms,
including  monitoring  activities to
determine that network requirements
have been appropriately implemented
across the network firms, and how the
network will communicate the results of
its monitoring activities to the firm;
At least annually, obtain information
from the network about the overall

51. BEEEFHEITL, DLTFZ2ThRiTnides
A
() XY NT—IBRy NT—T « Ty —Ah%k
®HRELTEET HE=F U JIREIO 2K
Wi 2 BT 5, Zndid, *y FU—
I DBRFHENB Ry KT —T « 77— ALTi
UNCHEmESNTNWD Z L 2+ 5 720DF
=H IV ITIEEBR Ry N — DFE=H
VIR ENOFE R A A FE AT RET D A
NEEND,
Q) Dl LbEFE, Xy NU—T b, Xy
NT—2 « Ty —LaxRBeTrE=4
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results of the network’s monitoring
activities across the network firms, if
applicable, and: (Ref: Para. A182-A184)

(i) Communicate the information to
engagement teams and other
individuals  assigned  activities
within the system of quality
management, as appropriate, to
enable them to take prompt and
appropriate action in accordance
with their responsibilities; and
Consider the effect of the
information on the firm’s system of
quality management.

(ii)

TIEE ORI 72k R BT A AFT
%o Fio, EMTIEAITIILLTEIT Y,
(A182 TEMH &> A184 THE )

O FERZOEEN L CGRE D@
HEEZBELDILENTEDL O, BT
— AR ONEEBEHY AT AMTBWTEE &
T 2 E N HEUNIERERIET D,

@ %@hﬁi&ﬁ‘EPE%av’%Fﬁ@nn TEHY AT

(252 D BE RN D,

Deficiencies in Network Requirements or Network
Services Identified by the Firm

(Q) BEEEHMAFALE=RY FO—IDER
BEXERY 7= - Y—ERXDOFIH)

52. If the firm identifies a deficiency in the network
requirements or network services, the firm
shall: (Ref: Para. A185)

Communicate to the network relevant
information  about  the identified
deficiency; and

In accordance with paragraph 42, design
and implement remedial actions to
address the effect of the identified
deficiency in the network requirements
or network services. (Ref. Para. A186)

(a)

(b)

52. EEBHLEFN AL Y b U — 7 OERFIE T F
v U= « = ROV T Ziknl Lz
e, BEFEBIIU T 2TbRid il b
WV, (A185 THEHR)

(1) @RS NTAICEET D 5w E R > hY
— 7 ZHfET 5,

(2) A2 HIIWEST, Xy hT—7 OEREFIH
Xixxy hU—27 « —E R :ob\ﬁ%ﬂi%Ué
VT A DB KL 5 721, BB E
YA LT 5, (A186 HEH)

Evaluating the System of Quality Management

(13. REEEL X T LOFHIE)

53. The individual(s) assigned  ultimate | 53. fVESHLS 27 MCET A eS8, &
responsibility and accountability for the| EimERs 27 A% LA THIEAR DAV, Y
system of quality management shall evaluate, ML, BEORERIZBWT, b dh
on behalf of the firm, the system of quality LT FEEERE L7 AU B 7l (ALST TE )
management. The evaluation shall be 5 A189 TEHZ ) ° -
undertaken as of a point in time, and e
performed at least annually. (Ref: Para.

A187-A189)

54. Based on the evaluation, the individual(s)|54. RIEOFAGIZIESWT, SWEEF S AT AT

assigned  ultimate  responsibility and | i3 AREETHFIL. UTFOWThoOfEH

accountability for the system of quality
management shall conclude, on behalf of the
firm, one of the following: (Ref: Para. A190,
A195)

(@) The system of quality management
provides the firm with reasonable
assurance that the objectives of the
system of quality management are being
achieved; (Ref: Para. A191)

Except for matters related to identified
deficiencies that have a severe but not
pervasive effect on the design,
implementation and operation of the
system of quality management, the
system of quality management provides
the firm with reasonable assurance that
the objectives of the system of quality

TSRTNIFR 520,
Z )

(A190 TH & OY A195 I8

(1) SWEEH AT AT, B AT LOED
DEMRINTND E W) AH R RIEZ R
EHATCRAEE L TV D, (A191 TES )

(2) SEEH T AT L OB OSEHIT DU
T, BERTIE® 2 DR TRV STz
A abrE, WEEHY AT AL, Yk A
TAOHBIBER SN TND &0 GEIAYZAR
TraEZz BE A AT L T D, (A192 1H
Z )
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management are being achieved; or
(Ref: Para. A192)

The system of quality management does
not provide the firm with reasonable
assurance that the objectives of the
system of quality management are being
achieved. (Ref: Para. A192—-A194)

(B) WEEHI AT LI, B ATLORD
DR STV D &V D BB 2 RAIE & B A
FHINCHREE L Tuvuy, (A192 TEA D A194
HZ )

55. If the individual(s) assigned ultimate
responsibility and accountability for the
system of quality management reaches the
conclusion described in paragraph 54(b) or
54(c), the firm shall: (Ref: Para. A196)

(a) Take prompt and appropriate action; and

(b) Communicate to:

() Engagement teams and other

individuals  assigned  activities

within the system of quality

management to the extent that it is

relevant to their responsibilities;
and (Ref: Para. A197)

External parties in accordance with

the firm’s policies or procedures

required by paragraph 34(e). (Ref:

Para. A198)

(ii)

55. WWHEEBLV AT AMCET O REETEN, B
54 TH (2) XI55 54 TH (3) DI E L2 HE.
A ATIELL FOFIHEZ 506 L2 U o
vy, (A196 THZM)

(1) B OG22 E 2 T D,

2) LTOFEImET 5,

O EEF—L2KRONEEHEY AT AZBW
TR 2 £ 5% (A197 THS M)

@ H34HEG)IZEEH I N TWDHHAEOHE

(A198 TEE M)

56. The firm shall undertake periodic performance
evaluations of the individual(s) assigned
ultimate responsibility and accountability for
the system of quality management, and the
individual(s) assigned operational
responsibility for the system of quality
management. In doing so, the firm shall take
into account the evaluation of the system of

quality management. (Ref: Para. A199-A201)

56. BEEAFHITIX, WMEEHI AT AT &K
EEAE. WEEE Y AT MO R ONEH T
B9 2 EEH 2o E N 72 K85l & -
JE L7 e, 2 ORE, AT
X, WEERLY AT LD R A EE LT
U770, (A199 TED B A201 THZ )

Documentation

{14. X&E1E)

57. The firm shall prepare documentation of its
system of quality management that is
sufficient to: (Ref: Para. A202—-A204)

(@) Support a consistent understanding of
the system of quality management by
personnel, including an understanding of
their roles and responsibilities with
respect to the system of quality
management and the performance of
engagements;

Support the consistent implementation
and operation of the responses; and

Provide evidence of the design,
implementation and operation of the
responses, to support the evaluation of
the system of quality management by
the individual(s) assigned ultimate
responsibility and accountability for the
system of quality management.

(b)
(c)

57. BEBHBATIL., AT OBIE Al 729 B S HE
VAT NI A CEEAER LTI B
WV, (A202 TEH S A204 THE )

(1) WHEEHI AT AR OESOEIZBIT S
wE L BT EEL, WEEHEY AT AT
LEMEED B LR AE BT 52 L,

2) WEV AT ~ORGE—BE L CHEHL, E

ATz taxEmdsr L,

Q) WEEHIAT AMIHETIRESELEICEL
B EH Y AT AOF I E BT D729,

KPS DA M ONE ] O HEAF T & 72 5 ZEHLA 2

425 &,

58. In preparing documentation, the firm shall

include:
(@) The identification of the individual(s)

58. BEEHGATIL, WHEEH I AT AT DL
EIZULFOFEEEZDRT LR B 720,
(1) SWWEEHY AT ANIET L REEEE. &
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assigned ultimate responsibility and
accountability for the system of quality
management and operational
responsibility for the system of quality
management;

(b) The firm’s quality objectives and quality
risks; (Ref: Para. A205)

(c) A description of the responses and how

the firm’s responses address the quality
risks;

(d) Regarding the monitoring and
remediation process:
(i) Evidence of the monitoring

activities performed;

(i) The evaluation of findings, and
identified deficiencies and their
related root cause(s);

(i) Remedial actions to address
identified deficiencies and the
evaluation of the design and
implementation of such remedial
actions; and

(iv) Communications about monitoring
and remediation; and

(e) The basis for the conclusion reached
pursuant to paragraph 54.

BB AT LOEpE K ONEH BT 5 HIT

iy

(2) BEEFBHOMERELOWEY 27
(A205 THZ

(3) XISDFAK OEDRIEHWE Y A 71T E
D XD NTHILA D D,

4) =XV 7 kOSET v R T L
TOFEIE
QO FEEL-T=FY o VIEEIOIFHL

@ R FHOTHI,
HY D ARAUA]

@ EBESNTEAREICRTT DR IERE LS
EREEOT YA o R OV o 2

il S A Te A & OB

@ F=XV I ROSECHETIaI =
r—3a v
(5) % 54 THDORHm O IR

59.

The firm shall document the matters in
paragraph 58 as they relate to network
requirements or network services and the
evaluation of the network requirements or
network services in accordance with
paragraph 49(b). (Ref: Para. A206)

59. BEBEHFBATIL., * v MU—7 OFEREFIE X

Fy RT—2 « — R A% 58 THOH
T N OVES 49 TH (2) (28 1= FAAS F2 S b L
T IUE e By, (A206 THEHR)

60.

The firm shall establish a period of time for the
retention of documentation for the system of
quality management that is sufficient to enable
the firm to monitor the design, implementation
and operation of the firm’s system of quality
management, or for a longer period if required
by law or regulation.

60. B FHEHTIL.

WEEHL Y AT MY 5
E2ORFHIM 2 ED T IER B, Y%k
TFHARNE, SVEEE Y AT L OYE Kk OSEH %
F=H VU TTHIEEARICT DI
B TESEIC L » CTER I N A HIB O 7
EWGAIZIZZOHR & LT e b0,

(15JP. EEEEHAED5IH#)

61JP. EEEFHATIL. BEEANOLZRIZERL T, &

TEBOBEICEREELRIFIRNEL DT
HT7eIZ, LT OME BEEZFE L2 Tl
B2V, (A207]JP TH K& TN A208 P THEHR)

(D) AT O FHATICN L CEA EOEEHIE
BILETH I &,

(2) AMEDO A FHITICR L CE A EOBREEHIA
IZOWTHWEbEEZEmT D Z &,

62JP. EEASFEATIL, ATEO BARICEEL T, L

TOHEXIT TR &2 EO T IUEe b7,

(1) BITEOEEEBLITICH LT, MB#EEDOE
e iAFo BT e L < IXR X
®ELOROBEELREROMESELZ D, &
T LEOEELRFHEAEET D E LB, BIE
DEBFEEFTNLEEOH - 7= 6 2 BHE
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T HMEOREIZ)IL LD T=DD e L Fhi
(2) AHEDBERFHATICHN LT, BERFLSATO
RREH, B¥ELOMOEE LB ROMES
DR FOBEBERFIAIZHOWTRIVWE YD
72 D E T THe

(3) EEAEMEDOEEE M. FEht L7=5 /DR
ZE Y 7R T CHE T B T2 D E X
LTt

{16JP. XRIEE)

63JP. B FHET N ILFEIGA & i3 55512
XVEEFBIIX, YSEAESOME 2 AP
AN HELR T 2 72D O ILRIBEE A I B3 5 Hd 3T
Tz EDRITIL bR, ZOH#XITF
B IX, MMOBEEFEFTOMEER Y X T AN
TOEREHOWE E AENICHRET 2D T
HHNE I e, BEFEESTN, BEEZOOH
HROKERE R O H OB, WD, HEIZS LT
BEA S H O EfE OMMFRIC BV T L, oz
KT DO DI T Tt & E b it hid7s
SV, (A209]P HHEHR)

Application and Other Explanatory Material

(Il ERA$EE)

Scope of this ISQM (Ref: Para. 3—4)

(1. KREEOFHEHAE) CGF3HEEVFE4L4ES
AR

A\\\)

A1. Other pronouncements of the |AASB,
including ISRE 2400 (Revised)® and ISAE

3000 (Revised),® also establish requirements

for the engagement partner for the
management of quality at the engagement
level.

5 International Standard on Review
Engagements (ISRE) 2400 (Revised),
Engagements to Review Historical
Financial Statements

International Standard on Assurance
Engagements (ISAE) 3000 (Revised),
Assurance Engagements Other than
Audits or Reviews of Historical Financial

Al {REFERFEBLBIESF 2400 TMEHEDOL B 2—
EWS) | PRAEEB FEB RS 3000 TEEE KON L B
2 — BN ORAEER BT 5 ZH R &
OEE PR BB IESE 4400 THE SN T
B9 2 EWE RS 250 H ARG L
DDAEMIL, EHE L~V TOMEFERICE
D EBHITEEE SR D ERFEE AR ET
o

Information
A2. The IESBA Code’ contains requirements and
application material for professional
accountants that enable professional
accountants to meet their responsibility to act
in the public interest. As indicated in

paragraph 15, in the context of engagement
performance as described in this ISQM, the
consistent performance of quality
engagements forms part of the professional
accountant’s responsibility to act in the public
interest.

A2, fRERRANCIE, BAARSH EHESOSEN
ANIOFNGE DT DIATE T H B AR 2 &
ZR[REIZ T D 72O OERFIA Ll AR 823 E £
NTWs, FISHIIHD L HIZ, AHREEIZ
BIFD2EBEOFEBOBENL, IVEOEWE
BB LTERMT D LT, AoFFD7-
DIZATENT 5 &0 ) REOELO—H 2T
Do
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7 The International Ethics Standards Board
for Accountants’ International Code of
Ethics for Professional Accountants
(including International Independence
Standards) (IESBA Code)

The Firm’s System of Quality Management (Ref:
Para. 6-9)

(2. EEEHBAHORKEEERIRATL)
N9 HEM)

(% 6 H

A3. The firm may use different terminology or|A3. EE&EEITIL. MEEILY 2T AORERR HEE
frameworks to describe the components of its I T AT, Bl A HEE I %
system of quality management. WA ERB D,

A4. Examples of the interconnected nature of the | A4. FHAICE#ET AR EZ O E L TiE, kD
components include the following: ko bvonhs,

e  The firm’s risk assessment process sets BEAFBITO Y A7 FH 7 v 21X, E
out the process the firm is required to B AT ARIChlZoTY AT - 771
follow in implementing a risk-based — T AT AR, EEEERITNE D XX
approach across the system of quality Fat AR HETS.
management.

e The governance and leadership TNF U AR —F = T ORGSR
component establishes the environment X, WEEHY AT LR 2 ARE AN
that supports the system of quality %,
management.

e The resources and information and B A BT O R EE (B3 2 IR & O
communication components enable the WL EEORERRERIT, SWEEHY AT AD
design, implementation and operation of F AR ONE ] 2 A[REIC T 5,
the system of quality management.

e  The monitoring and remediation process WEEY AT ADFE=F Y 7 RO E
is a process designed to monitor the Tut AL, WEEHY AT ARKOE=H
entire system of quality management. Vo P 5T DT A L EnF-Tatk 2
The results of the monitoring and Thbd, E=FY o TRO%ET T ADR
[ﬁmeqlatlon process provide mformatl.on B3 EEEREHO Y 27 3T 1t 24

at is relevant to the firm’s risk : e L
assessment process. YLl E T 5,

e There may be relationships between | iz (X, FEFEMBLL OMNIVEDREE OITHIIE,
specific matters, for example, certain| rE DK O FHOKERE L O HTICBE T 5
aspects of relevant ethical requirements | 4 B kg2 FHIHIC SOWTRELET S = & 23D
are relevant to accepting and continuing %
client relationships and  specific °
engagements.

A5. Reasonable assurance is obtained when the | A5. 25 14 T8 (1) L ONQ) 2B 1T AEREEFTOH

system of quality management reduces to an
acceptably low level the risk that the
objectives stated in paragraph 14(a) and (b)
are not achieved. Reasonable assurance is
not an absolute level of assurance, because
there are inherent limitations of a system of
quality management. Such limitations include
that human judgment in decision making can
be faulty and that breakdowns in a firm’s
system of quality management may occur, for
example, due to human error or behavior or
failures in information technology (IT)
applications.

BIMER SN2V T 27 BNEVEEFLY 2T A
X o THFREWREREW LUz TS D
AR, SEEEY AT A0 BNER SN
TWD WD BRI RGENSE DN D, WEE
B RAT MIEEAORRARN S 5720, A
PRARFE I LA A A R RE AR E TRV, T D XD
RBRFUCIE, BREIEICE T SN0 8 E
CEAZ &, 02X AR I AR ANDITEIX
IR (1 T) 77V r—ya v orRES
2o T, BEEFETOMEER T AT LT
BEREEN AT HAREMENDH D Z ENEEN
Do

Authority of this ISQM (Ref: Para. 12)

(3. ABEZTDMEME) CF 12 HBH)

A6. The objective of this ISQM provides the
context in which the requirements of this

A6, AEREEDOHMZEHE L2 14 THE O 156
HiX, RREEOFERFENFEI N RE
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ISQM are set, establishes the desired
outcome of this ISQM and is intended to
assist the firm in understanding what needs to
be accomplished and, where necessary, the
appropriate means of doing so.

Rt L L bl AREEOEE LWVVARE
RLTED, SHITMNRERINDRENED)
VBT HIUTE D= DY) 72 715 % B A s
FINEfRT 5 Z L2 XETHHLDTH D,

A7. The requirements of this ISQM are expressed
using “shall.”

AT, RREZEBOIRFIHIT [~ L b7

W AHWTERBE SR TW5,

A8. Where necessary, the application and other
explanatory = material  provides  further
explanation of the requirements and guidance
for carrying them out. In particular, it may:

. Explain more precisely what a
requirement means or is intended to
cover; and

. Include examples that illustrate how the

requirements might be applied.

While such guidance does not in itself impose
a requirement, it is relevant to the proper
application of the requirements. The
application and other explanatory material
may also provide background information on
matters addressed in this ISQM. Where
appropriate, additional considerations specific
to public sector audit organizations are
included within the application and other
explanatory material. These additional
considerations assist in the application of the
requirements in this ISQM. They do not,
however, limit or reduce the responsibility of
the firm to apply and comply with the
requirements in this ISQM.

A8. mEAIEEHL, MBI U T, BEREFHEOFEM

R R RNEDOEEDOT- O DIt 4t L TB
V. BRI FIZOWTE#EH L TWAZ 2R H
%,
o BLREIEOBER XI5 & TR EPE IR
95 LV RE 72 R

BURFEN SO L ) ICHET SN D)%
B35 72 DR
IO ORI, TNARDERFHEZED D
HDOTIIRWA, BoRFHAZEUICEH T 57
DICAHRLOTH S, Fo, WHEST, K
WEENSR Y FHICET I RZTH LTS
ZEbd b,

A9. This ISQM includes, under the heading
“Definitions,” a description of the meanings
attributed to certain terms for purposes of this
ISQM. These definitions are provided to assist
in the consistent application and interpretation
of this ISQM, and are not intended to override
definitions that may be established for other
purposes, whether in law, regulation or
otherwise. The Glossary of Terms relating to
International Standards issued by the IAASB
in the Handbook of International Quality
Management, Auditing, Review, Other
Assurance, and Related Services
Pronouncements published by IFAC includes
the terms defined in this ISQM. The Glossary
of Terms also includes descriptions of other
terms found in the ISQMs to assist in common
and consistent interpretation and translation.

A9, AEFDOERICIT, AREEFTHMSND

HREOBMBANEEN S, ZNHIE, KfEEE
—B LGl LRI 57-DIZiddf I nTns
LOTHY, IERFEOMO BRI TRIE SN E
RIEBLET D LE2BERT L2 LOTIERN, 72
B, Mo WEE BT B AWl EOR A ALY
FESWEEILIL, AREETCEREL VLA
ENEENTWDEN, ZNLAOHGEDERD
GENTVD,

Definitions

(4. B&H)

Deficiency (Ref: Para. 16(a))

() F1Ed

(5 16 TH (1) Z])

A10. The firm identifies deficiencies through
evaluating findings. A deficiency may arise
from a finding, or a combination of findings.

A11. When a deficiency is identified as a result of a
quality risk, or combination of quality risks, not

All.

AL0. BERFHATIE, FEAFHONEZHE L TR

2B 5, AL, — OO FHEITZ
HEIEOMASEN DS 5,
TE Y A7 ATE Y A7 O EE S
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being identified or properly assessed, the
response(s) to address such quality risk(s)
may also be absent, or not appropriately
designed or implemented.

STV, UFEYNZEHT S v Tunen 2
IRV R SN A. YEmE Y R
TICKHA B 720 DX s, RAINLTWD, X
(TN T A B L ITEH S TwiRn
ERH D,

A12. The other aspects of the system of quality
management consist of the requirements in

this ISQM addressing:

o Assigning responsibilities (paragraphs
20-22);

. The firm’s risk assessment process;

o The monitoring and  remediation

process; and
o The evaluation of the system of quality
management.

Examples of deficiencies related to other
aspects of the system of quality management

. The firm’s risk assessment process fails
to identify information that indicates
changes in the nature and
circumstances of the firm and its
engagements and the need to establish
additional quality objectives, or modify
the quality risks or responses.

. The firm’s monitoring and remediation
process is not designed or implemented
in a manner that:

o Provides relevant, reliable and
timely information about the
design, implementation and

operation of the system of quality
management.

o Enables the firm to take
appropriate actions to respond to
identified deficiencies such that
deficiencies are remediated on a
timely basis.

° The individual(s) assigned ultimate
responsibility and accountability for the
system of quality management does not
undertake the annual evaluation of the
system of quality management.

Al2. 16 TH (D) DIZFEH SN TV D AMENE T
B WEEHE Y AT AOMIE & 1T, AHEED
UUTFOERFHICEET HHDOTH 5,

- EREOERY (B 20 HEH LA 22 THB M)

EEEGHO ) 2757 at® 2
F= ) U ROSET T R

WA FL Y AT A O

FROSEEHE Y AT LAOMIEIZEST 2 R ED

i
S A BS AT O MR S ONRIL DA DN S
ERERBINFEMET 2 EBONE K OMRILDOZE
LR ONEIOME BIEAZRET 52 &, XX
B Y A7 LTSRS EBEETHZ Lo
P 2 R E A A T T ORI~ 1 A
DFRBTE 720,

- ERFEBEFTOE=Z) USROS E T 0
AWM, PLFDO X BT WA 3 & 7o
Tb‘fib‘o

— WWEEHY AT AOREE L OSERIZE L
T, BHAUmEAME, (EEER OEREZ A7
LHiFHERitT 5,

— MMEPERFCUES LD L OIS, EAEF
BATHN, W] S oA XIS D i g 7
HEZHLD Z &2 ATREICT D,

B E B AT MY B A B DY,
S E B LY AT D OFERGHM 2 FEhE L 720,

Engagement Team (Ref: Para. 16(f))

(2 BEEF—L) (16 H(6)ZH)

A13. ISA 220 (Revised)® provides guidance in
applying the definition of engagement team in
the context of an audit of financial statements.

8 ISA 220 (Revised), paragraphs A15-A25

A13. BEAFLUET: B SR 220 O A15 TH)N D A25
HiX, MEREEEROBLNL, BETFT—L0
EFA AT 502872 T 5,

External Inspections (Ref: Para. 16(g))

(@) SMEBDREE) (5 16 TL(T) B )

A14. In some circumstances, an external oversight
authority may undertake other types of
inspections, for example, thematic reviews
that focus on, for a selection of firms,
particular aspects of audit engagements or

Al4. RPUT K- THE, MNP OEEE Y REEE,
ZIX, BE LIEEEFBEITICR LT, BEAER
ST EE A TS T AR OS2 85 D Ry E ORI T 12 B8 AR
EY T, 7— R E2—0D L 9 RiREE & =
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firm-wide practices.

g2 ENDD,

Findings (Ref: Para. 16(h))

(4) REH) (F 16 HEO)ZM)

A15. As part of accumulating findings from
monitoring activities, external inspections and
other relevant sources, the firm may identify
other observations about the firm’s system of
quality management, such as positive
outcomes or opportunities for the firm to
improve, or further enhance, the system of
quality management. Paragraph  A158
explains how other observations may be used
by the firm in the system of quality
management.

Al5. EEEHEBITT. T=% VU V158, 450
FRAIE R OV OAth oo B9~ 2 A & 58 7SI
ZENT LM T, WEEHEY AT LTS
FAFHLANOFTREZ#HAT D EnH 5, B
2T, SEE O A IO D D AFEH
L ITWEEY AT LA iE T EIZRE
THHEESTHD, AIBSIHIE, DO XK 57T AL%E
ERFHETNEDO L) IHEEE Y AT AR
WCIEHTAZENTE D0 EFHHL WD,

A16. Paragraph A148 provides examples of
information from other relevant sources.

A16. A48 IHIX, T DOMOBIE S 5 IFHRIEI D D
THHOBI 2R LTS,

A17. Monitoring activities include monitoring at the
engagement level, such as inspection of
engagements. Furthermore, external
inspections and other relevant sources may
include information that relates to specific
engagements. As a result, information about
the design, implementation and operation of
the system of quality management includes
engagement-level findings that may be
indicative of findings in relation to the system
of quality management.

AT, =X U U 7IEENCIE, BRSO MaESs:
DEBLNVTOE=F ) ITINGENRD, &
5T, AMEBORRRE N O Ot o BEE 3 2 15 R
21T, AR O BT RN G EN D
BB, LN oT, SWEEHIY AT LD
el B ONE RN B9 2 WIS I 8B O B A 275
LoULDOFERFHEN G ENDD, ZD LD 7%
REIE T WESES AT AT AR R EE Y
IR HZ END D,

Firm (Ref: Para. 16(i))

() BEEEHH) (F 16 H)ZM)

A18. The definition of “firm” in relevant ethical
requirements may differ from the definition set
out in this ISQM.

A18. HREMBLICEET2HEICBIT S [EBEAFE
ATl OEFIZ, KAFEECHEINTWDHESE
LIXERAZ LD D,

Network (Ref: Para. 16(l), 48)

(6) *y bT—o) (16 T (12) KU 48 IH
ZH)

A19. Networks and the firms within the network
may be structured in a variety of ways. For
example, in the context of a firm’s system of
quality management:

e The network may establish requirements
for the firm related to its system of
quality management, or provide
services that are used by the firm in its
system of quality management or in
the performance of engagements;

e Other firms within the network may
provide services (e.g., resources) that
are used by the firm in its system of
quality management or in the
performance of engagements; or

e Other structures or organizations within
the network may establish
requirements for the firm related to its
system of quality management, or
provide services.

For the purposes of this ISQM, any network
requirements or network services that are
obtained from the network, another firm within

Al9. Xy FT—Z7 RO %y NU—JIZ@T 58
BEHEITOBRIIZETH D, Hlz2E, BEAEF
BRTOMEEB Y A7 MM L CTUL T o4t
ERS D,

Xy NU—7 0, WEEH AT NMIFET
LHEBEEENOERFREZEDDH, XILmE
BH Y AT ARELOFEIEIIB W CTEEFS
AR 2 — b 2 a2t 5 2 L3 dh
2o

F v NI —Z BT AMOTHETN, WE
BELY AT A NTIELOEMIZB W TEES
BRI T 20— (BlziX, B %
Rt 0nH 5,

Ry NT—TIZBRT HMOMEEN, HE
Y 2T KB 2 B S T O BREHIH
EHDH, IV —E 224252 L0858
%,

RFEEIZBWTE, 2y Y= KEOFR >y b
T — 7 & T DO FH AT O #GE > 5 Rk
SNATRFHEIF—ERAN, Xy hU—

"
%
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the network or another structure or
organization in the network are considered
“network requirements or network services.”

7 DERFEIA Yy NU—7 « B—ERZ] T
bHLEZEZBND,

Personnel (Ref: Para. 16(n))

() EMER)Y (F 16 HUHDZH)

A20. In addition to personnel (i.e., individuals in the
firm), the firm may use individuals external to
the firm in performing activities in the system
of quality management or in the performance
of engagements. For example, individuals
external to the firm may include individuals
from other network firms (e.g., individuals in a
service delivery center of a network firm) or
individuals employed by a service provider
(e.g., a component auditor from another firm
not within the firm’s network).

A20. BEEFHEPNL, HMEE (ThbbEaSF
BTN OE) 122 T, mEEHV AT AE
I AIEENOFHE T EBOFEHEIIBNT, B
FHEINNOEERHT A ERD D, FlZIX,
EEEESINAOFEICIL, Xy NT—7 « 77—
LD BlziE, *v hU—2 « 77 —LDH
—bER - FUNRY— v —DF) TP —
EA s Tunf A —ilkoTREAESNTWAE
Bz X, F v U =7 OB FB TR
BN OEENTHDLHE) &ate,

A21. Personnel also includes partners and staff in
other structures of the firm, such as a service

delivery center in the firm.

A21. HEMEER X, BERFHITOY—E R - 5
YR — e v —7p2 Y EEFEEITNOMD
MBI 2 ECHEMBE LS N5,

Relevant Ethical Requirements (Ref: Para. 16(t),
29)

(@B) BAHIZHITIBEMEBICEET HE)
(%6 16 TH (20) K OV 29 THZ )

A22. The relevant ethical requirements that are
applicable in the context of a system of quality
management may vary, depending on the
nature and circumstances of the firm and its
engagements. The term  “professional
accountant” may be defined in relevant ethical
requirements. For example, the IESBA Code
defines the term “professional accountant”
and further explains the scope of provisions in
the IESBA Code that apply to individual
professional accountants in public practice
and their firms.

A22. SVEREHLL AT AICBWCHEA S5 R
RERICBAT A HEIL, BEEFEITLOZDED
OME R RN L > TR DR H D,
(=B v HERE, BEMBICET A HE
ICBWTERSNDZ DD, HlzIE, mE
HANZ, T&8) two HEEZERL, £
il 2 D=8 & OFHFTIHEH S 25 mE ]
DIRET HHHZ FICHBA L T D,

A23. The IESBA Code addresses circumstances
when law or regulation precludes the
professional accountant from complying with
certain parts of the IESBA Code. It further
acknowledges that some jurisdictions might
have provisions in law or regulation that differ
from or go beyond those set out in the IESBA
Code and that professional accountants in
those jurisdictions need to be aware of those
differences and comply with the more
stringent provisions, unless prohibited by law
or regulation.

A23. fEEHLANZE, BEAEIC X MEHA O R E
DR R BESFT 5 2 ENTE VRIS
KL LT D, SHIC, —EROEE Tl mEEH
HIOMHE L B2 D, XITHEHZBZ - HENH
HEENRHY . REITFO XD RER AR
HELHIT, EAKIZIVEIEINTWDIRES
ZhrE. XV ERSIHE 28T T A MLERD D
ZEBBHTND,

A24. Various provisions of the relevant ethical

requirements may apply only to individuals in

the context of the performance of
engagements and not the firm itself. For
example:

o Part 2 of the IESBA Code applies to
individuals who are professional
accountants in public practice when they
are performing professional activities
pursuant to their relationship with the
firm, whether as a contractor, employee
or owner, and may be relevant in the

A24. BEMELICEE I 2 BE D4 2ED D 5
b, EBOFEMIZIBDTEAD T S 4,
BEAFRBITOLDIZITEHA S NN DR S
Do BIZIE, ULTFBRZET b5,

ERA| D/ S— F 21%, EBETLROE.
PEEELE L IFFTEEDOWTILTH D & [
DT, EOEEFEITE L OERICHE S TH
FH3E 2 Bl 2 BICS B T A A0 H
SN, FEENIEBOEmICE#HET S Z L
N5,
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context of the performance of
engagements.
e  Certain requirements in Parts 3and 4 of | - f@EHEHID/ X— |k 3 L TUVI— | 4A L V4B
the IESBA Code also apply to DEFE DERFIHICHOWT S #KHE A IZEP]
individuals who are professional AT ARICABR TH A AICEH &

accountants in public practice when they
are performing professional activities for
clients.
Compliance with such relevant ethical
requirements by individuals may need to be
addressed by the firm's system of quality
management.

Example of relevant ethical requirements that

are applicable only to individuals and not the

firm, and which relate to the performance of
engagements

Part 2 of the IESBA Code addresses pressure

to breach the fundamental principles, and

includes requirements that an individual shall
not:

. Allow pressure from others to result in a
breach of compliance with the
fundamental principles; or

. Place pressure on others that the
accountant knows, or has reason to

believe, would result in the other
individuals breaching the fundamental
principles.

For example, circumstances may arise when,
in performing an engagement, an individual
considers that the engagement partner or
another senior member of the engagement
team has pressured them to breach the
fundamental principles.

no,

ZOLIBENE L TOBEMBICET A2 HTE
DOEFIX., BEAEFEEHOMEEY 2T A2k
STHUEINDMVENHDLHZ END D,

AT TR EADRICE S, 25
O FEJiti | BE 9~ 5 e fm 2 B 9 5 BLE OBl

BRI O/ N— K 21%, EARFRI~DEK DT
Ly vy —Z2H->TEBY, HANKRDZ & Z21T
)T HERFEHE G A TWND,

ENS DT Ly v —I2 k0 HEARERNC
EXTHI L,

s fFICH LTI LY Yy—% 5252 LIk
0. E D IEARFANGER 5 Z LN L)
G AEXITZED X DTG L HITE LA H
LA, RENREOE I T Ly vy —%
thEIzEZ2 D &,

Bz X, EEE2FET LIS, BET—L0%

BEEE XULZF DD BT OEFLE X R —|C

EAFANCER T AL 7T Ly vy —2T 5

N=EBDBMANREZDEAIT. 2D L) 724k

N L D AHEERH B,

Response (Ref: Para. 16(u))

€(9) ) (F 16 H@2)ZM)

A25. Policies are implemented through the actions
of personnel and other individuals whose
actions are subject to the policies (including
engagement teams), or through their restraint
from taking actions that would conflict with the
firm’s policies.

A25. Jigtx, HMEESZOMOE (AT —
LEETe, ) OITENZ L - T, XXMM
K+ 2478 a2+ 52 LickoTHEHASH
Do

A26. Procedures may be mandated, through formal | A26. F#ilx, EXACEZIZOMOaI 2=
documentation or other communications, or| 4 — g ko THEBEMNTONDZLERH S
may result from behaviors that are not| 3 mrlcEBEMT SRR &b, FEFTOM
fim's oufure. Procedures. may bo enforced | {HEH= L2 CHREMISED % 2 L b
through the. actions permitted by IT Do Efo, FhUL, 1TTT V77— off
applications, or other aspects of the firm’'s IT BOUTREAFBEITO 1 TREEOMOMEIZ £ -
environment. Tj%ﬁ@ ShbZ & 755‘&)50

A27. If the firm uses individuals external to the firm | A27. BER=HHHTIL, MBS AT AN ITER

in the system of quality management or in the
performance of engagements, different
policies or procedures may need to be
designed by the firm to address the actions of
the individuals. ISA 220 (Revised)® provides
guidance  when different  policies  or

DERIZIB N CEEFEITINOFEZFHT 55
B YR OITEN KT 5 72 DI R 5 it
XIT TR e BT DB NH D nb b, B
BEMET: B A 220 O A23 TH/) B A25 IH

i, MEREREARIC RSV T, BEAEFEISNOE
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procedures may need to be designed by the
firm to address the actions of individuals
external to the firm in the context of an audit of
financial statements.

® ISA 220 (Revised), paragraphs A23-A25

DATENC KL T B 7210, BEAEFRETTN RS
T# T FRe 2 B 2 D1 b D56 OFFE
AL TS,

Service Provider (Ref: Para. 16(v))

10) y—ER - FAng &—)
ZH)

(% 16 1H (22)

A28. Service providers include component auditors
from other firms not within the firm’s network.

A28. H—E R « g HF— T, HERRENT D
MBENTHIHAEDFR Y 8T — 7 IO FRE
T E £5,

Applying, and Complying with, Relevant
Requirements (Ref: Para. 17)

(5. BEY SERERDEM & EF)
HZ W)

(/‘ﬂr‘

=5 17

A29. Examples of when a requirement of this ISQM
may not be relevant to the firm

o The firm is a sole practitioner. For
example, the requirements addressing
the  organizational  structure and
assigning roles, responsibilities and
authority within the firm, direction,
supervision and review and addressing
differences of opinion may not be
relevant.

o The firm only performs engagements
that are related services engagements.
For example, if the firm is not required to
maintain independence for related
services engagements, the requirement
to obtain a documented confirmation of
compliance with independence
requirements from all personnel would
not be relevant.

A29. RS EOBRFIEDNFHATICBE L2

BB OERFEHOH
BB R MENEETO%E, BlAiX,

FHAR AR S ~ DO N BB = AT B 1T
5. FEl BEEUHEROE, fEE, BE
R OB, M ONZ A | o0 7 D AH 2 6 AL
TH-OOERFEIIEE L 2N b
Do

- ERFEHEIINAE I BRES TR
¥(EBORHEFEET D5, PlIX, BEERE
GIAETZ 3 IS IANE ! WA it 2 5o A e
EELR STV e WA, 2 TOHEMEE )
DANEMEZ BT 2 BRI OB & SCE ChE
BT HECRFHEIIBE L 22 &2 5,

System of Quality Management

(6. MEEEIRTL)

Design, Implement and Operate a System of
Quality Management (Ref: Para. 19)

mEa
(1) REEEOTY, >, ERARUVER)
19 THEPR)

(5

A30. Quality management is not a separate
function of the firm; it is the integration of a
culture that demonstrates a commitment to
quality with the firm’s strategy, operational
activities and business processes. As a result,
designing the system of quality management
and the firm’s operational activities and
business processes in an integrated manner
may promote a harmonious approach to
managing the firm, and enhance the
effectiveness of quality management.

A30. SWEEHIL, BEEFEITIZRW THIM T
BET 56D TIERLS, WEIZHTHaI vy M A
v MR E L, ARSI, ¥
HEIROEE o 22 HA LD TH D,
IO, WEEHY AT L EERREBEITOH
EIEE RO 0 A ERAEICT A T
HZ ko T, BERFEHETOEBEE L LY
FHFOBN=HDIZT D EEHIT, WEERD
Bt amb b ENTE D,

A31. The quality of professional judgments
exercised by the firm is likely to be enhanced
when individuals making such judgments
demonstrate an attitude that includes an

inquiring mind, which involves:

. Considering the source, relevance and
sufficiency of information obtained about
the system of quality management,

A31l. BEARFHHTHET HIRFEMTMZF & LT
DR O X, E ORI EAT O BEIMEELE S
TPREE 2R T & XA E D AlRetED &, R
DEGDEE L, UTONG I HDOTH
o

AR AT NI L CATIN D IEH
(RS FHS AT O M M OVR I DN B S
P FEhd 5 EH O KON BE %
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including information related to the
nature and circumstances of the firm
and its engagements; and

. Being open and alert to a need for
further investigation or other action.

iz ate, ) OFHRIA, #wEMELOH oM
EERETHI L,

BIMOFHAE X% OMOITEI O LEEMEIZD
WTCTPHiZF7-3, EEEZLY Z &,

Responsibilities (Ref: Para. 20-21, 28(d)) (
e

(2) BE) (F20IH, 21 HEUH 281HMA) &

\\\)

A32. The governance and leadership component| A3
includes a quality objective that the firm has
an organizational structure and assignment of
roles, responsibilities and authority that is
appropriate to  enable the  design,
implementation and operation of the firm’s
system of quality management.

2. HNF U ARV —H— vy T O ESR
21X, BEAEFEBITONEE S X T L O &
EH A WREICT D 72010, B SR )
TefRAE G A A L, EUNCRE K OEEIE NS
MERZE D B CRTEAR G20 E W) WER
EREEND,

A33. Notwithstanding the assignment of | A3
responsibilities related to the system of quality
management in accordance with paragraph
20, the firm remains ultimately responsible for
the system of quality management and
holding individuals responsible and
accountable for their assigned roles. For
example, in accordance with paragraphs 53
and 54, although the firm assigns the
evaluation of the system of quality
management and conclusion thereon to the
individual(s) assigned ultimate responsibility
and accountability for the system of quality
management, the firm is responsible for the
evaluation and conclusion.

3. 20 IS T WE B Y AT AT
EEOE L IZhrb b3, BEEFEITITMNE
BHY AT DMMIOWTRKNRETEZAS, £
= B Y THNEHEEN OV TEFITHAE
FEELEFRZADELZEICELTH, [k
Thbd, X, BEEFEINT, F3HEED
5 54 THIZHE> T, SEEB S AT A& FHm L
fEmmfH 2 Z &2 MEE Y AT NMIET A
EEEEICE Y Y THN, EBEEFEEITT YT
fili e OFERRICOWTE(EEZ A D,

A34. An individual(s) assigned responsibility for the | A3
matters in paragraph 20 is typically a partner
of the firm so that they have appropriate
influence and authority within the firm, as
required by paragraph 21. However, based on
the legal structure of the firm, there may be
circumstances when an individual(s) may not
be a partner of the firm but the individual(s)
has the appropriate influence and authority
within the firm to perform their assigned role
because of formal arrangements made by the
firm or the firm’s network.

4. %20 HIZFEH SN D FHIZOW TETZ
DY THNDHHE L, WA IXEE RS Ot
BThsd, ZHUT, UZEN, F21HITL-
TEREIND LT, BEERFHEITN CHEY) e
B MR AT HOMENR S DD THDH, L
NL7eN D, BEEFHEITOEMNEIZ XL > T

X, YEDEAFEIT OB TIER ORI A
b5, THLIEGEAETH, BEEFEIT UL
EERFEEITOFR Yy U =712 X5 EXZERD
WX, YEEITE D Y Con B s R T
T2 DI BTN ORI 2 2 ) L MElR %
HLTWDHIRENRD D,

A35. How the firm assigns roles, responsibilities | A3
and authority within the firm may vary and law
or  regulation may impose  certain
requirements for the firm that affect the
leadership and management structure or their
assigned responsibilities. An individual(s)
assigned responsibility for a matter(s) in
paragraph 20 may further assign roles,
procedures, tasks or actions to other
individuals to assist them in fulfilling their
responsibilities. However, an individual(s)
assigned responsibility for a matter(s) in
paragraph 20 remains responsible and
accountable for the responsibilities assigned

5. BB N EHITN THE, BELL U
FRZE 0 YT 5 HEITEEI Z L2 e 5 6E
PN 8 DIED, Herm BEATAE 5 S OV REAS AR S
ZENDICED B TONETICHEL 525
BURFIENESEIC L > THEETGRES LT
HT ENDHDH, F20 HIZFLHE SN DHFHITD
WTEEZEH VY ToONEHILZ. BOLRZOHE
EERETIENTEXDLIIC, SLIhoH
IC—TEDOKE], FHi UTEBEZEIV Y TH &
N5,

Lo L7e/mdn, 520 IICREHEH SN D FHIADE
2% B THNTEIT. B Y THNEE
IZOWT, HOuETEZ B0 ETZA D,
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to them.

Scalability example to demonstrate how
assigning roles and responsibilities may be
undertaken

. In a less complex firm, ultimate
responsibility and accountability for the
system of quality management may be
assigned to a single managing partner
with sole responsibility for the oversight
of the firm. This individual may also
assume responsibility for all aspects of
the system of quality management,
including operational responsibility for
the system of quality management,
compliance with independence
requirements and the monitoring and
remediation process.

. In a more complex firm, there may be
multiple levels of leadership that reflect
the organizational structure of the firm,
and the firm may have an independent
governing body that has non-executive
oversight of the firm, which may
comprise external individuals.
Furthermore, the firm may assign
operational responsibility for specific
aspects of the system of quality
management beyond those specified in
paragraph 20(c), such as operational
responsibility for compliance with ethical
requirements or operational
responsibility for managing a service
line.

BUBESEIC L » THREI L BEORE R ED X H I
BRI VFFD AT

EHE TR WEEEFEIT Tl MEEH S X
T LT D im BT, BRSO
IZOWTEETEFFO>— ADOREHYDOHE
WZEID B ToENDZENH D, 2. ZOF
2, WEEHY AT LD R OYEH B
BB, MNIVEICBI T 2 ERFHOMSE, I
NZE=X Y T ROWET o RAEETe,
BEHY 2T AOETOMIEIIZK L TEE

i L
BAHITENH D,

%

- L VBHEREEREEITCIE, BEREFESHTO
MG L CY —F— vy FITEED
BN FET A Enb b, £1-. 29501
FHATTIL, FMBOEN SRR SN D EH
TR 5 PTICER 21T 9 ML L= 3T v
AKEBANTFET HZ E0n3D D, 6, B
FHEIICL > TiE, F20HEG) THESNT
WHHEIHDAMI S, BEMBLZE T 2 BED
BAFICEET 2 EAEESC—E AT A4 O
BT AEAEER L, WEEHY AT A
DREEDORIHEN BT 2 EH &2 R E DF I
BlOYTHZ END D,

A36. Compliance with independence requirements
is essential to the performance of audits, or
reviews of financial statements, or other
assurance engagements, and is an
expectation of stakeholders relying on the
firm’s reports. The individual(s) assigned
operational responsibility for compliance with
independence requirements is ordinarily
responsible for the oversight of all matters
related to independence so that a robust and
consistent approach is designed and
implemented by the firm to deal with
independence requirements.

A36. FRSTPREICRE T 2 BRFHOBSFIX, M5#E
FEOERE LTV E 22— X IF DO
BOFEFIZBWNTARARTHY , EFHEITN
FATT DM EIKIL T 2R FREIRE R L
TWbZETHYH D, MNPEICRET 2 Bk EIH
DB FIfRLEH EOBLEED Y TonH
(%, NEPEIC BT 2 EORFIHICKHLT 57291
REC—EBMDH 5T 7 u—F A FEHTN
Ed 5 Lo, @, MRS 2T
DFHIZOWTERT IETEAT 5,

A37. Law, regulation or professional standards may
establish additional requirements for an
individual assigned responsibility for a
matter(s) in paragraph 20, such as
requirements for professional licensing,
professional  education  or  continuing

professional development.

A37. EREXITIENEMFR L L CORMEIZE
WC, 20 IHICREH SN A FHOELEZEIY
BToHNHEICK LT, HEHFROERK, FHMEH
B Tk 22 8P D[] 2 B 2 BEsk
Y. BMOBERFHEN/RESNTND Z N
»H5,

A38. The appropriate experience and knowledge
for the individual(s) assigned operational

responsibility for the system of quality

A38. SWERSHRL AT AOEAE N OSERICET A
EEFICKNE L S D)2 fsr & mikicix,
B, EEFESHT O EERE S ITEI OB
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management ordinarily includes an
understanding of the firm’s strategic decisions
and actions and experience with the firm’s
business operations.

fife Je OB AT O S 3608 5 (S B9 D RS & £ h
60

FA38-2]JP.

KEETEESE LV EMmISNWEE
Y 2T A OF S K ONE BT 2 EEE X
RIEY A7 2T 5 M EEHEOETE 2
ZEnbD,

%

The Firm’s Risk Assessment Process (Ref: Para.
23)

(7. EBROYRIFEMETOER)
ZH)

(%5 23 H

A39. How the firm designs the firm’'s risk
assessment process may be affected by the
nature and circumstances of the firm,
including how the firm is structured and
organized.

Scalability examples to demonstrate how the
firm’s risk assessment process may differ

° In a less complex firm, the individual(s)
assigned operational responsibility for
the system of quality management may
have a sufficient understanding of the
firm and its engagements to undertake
the risk assessment process.
Furthermore, the documentation of the
quality objectives, quality risks and
responses may be less extensive than
for a more complex firm (e.g., it may be
documented in a single document).

. In @ more complex firm, there may be a
formal risk assessment process,
involving  multiple  individuals and
numerous activities. The process may
be centralized (e.g., the quality
objectives, quality risks and responses
are established centrally for all business
units, functions and service lines) or
decentralized (e.g., the quality
objectives, quality risks and responses
are established at a business unit,
function or service line level, with the
outputs combined at the firm level). The
firm’s network may also provide the firm
with quality objectives, quality risks and
responses to be included in the firm’s
system of quality management.

A39. BEERRBEHOY AVFHET 2 ADT VA
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757 1 A & EhE T D - OB T
K A BTHSFTNFEhES 5 355 &+ (B iR
LTWAZERHD, £o, WEBEE, WE
U R 7 BROSHEDIFEAIL, £ 0 EMEREA
FHHTOLGE XY LR E D ERDD
B2, —oDOXETETELETED
ZERDD, ),

0 MR AT CIE, ERoESHE
OB 2 ST B ) A7 M7 vtk
ANFHETDHZEND D, Y%7 ntv AL,
AEICET LIRS Z bbb (B,
' B, BV A7 RORSIE, &2ToOHE
SEEPH . BERE R OV — B R T A T OVWTAR
T ARICREINTWVD, ) | ok
HZELHD BlIAIX, WEEE, SEU R
7 R ORS I, FHEB, LY —E X
TA DUV TRESN, TNENOT ¥
N7y R FEBIT LV TENEIND, )
Flo, BEEEESTORY NU—T 3, FHEHT
DWEEB Y AT MIEEN D& WEH
BE B Y A7 RO & S TRt LT
Iz b b,

A40. The process of establishing quality objectives,
identifying and assessing quality risks and
designing and implementing responses is
iterative, and the requirements of this ISQM
are not intended to be addressed in a linear
manner. For example:

o In identifying and assessing quality risks,
the firm may determine that an
additional quality objective(s) needs to

A40.

' BIEEORE, SE Y A7 O & FEm
OSSO T A LA 7 v A XER
ThO ., AREEOERFIE T — I THEARD
W5 Z L AR LSO TiEZen, iz
X, LR ehns,

pn'E U A7 o] L3 5 BRI, BE AR
BATiE, BMNMOE BEEZRET DLENH
HEHWTHZENH D,
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be established.
e When designing and implementing ®IGET VA v LT DB, i RS

responses, the firm may determine that
a quality risk was not identified and
assessed.

Arid. HLOE Y A7 D3l kO ST
WIS T LRI 52 LD D,

A41. Information sources that enable the firm to
establish quality objectives, identify and
assess quality risks and design and
implement responses form part of the firm’s
information and communication component
and include:

o The results of the firm’s monitoring and
remediation process (see paragraphs 42

and A171).

. Information from the network or service
providers, including:
o Information about network

requirements or network services
(see paragraph 48); and
o Other information from the
network, including information
about the results of monitoring
activities undertaken by the
network across the network firms
(see paragraphs 50-51).
Other information, both internal or external,
may also be relevant to the firm’s risk
assessment process, such as:

o Information regarding complaints and
allegations about failures to perform
work in accordance with professional
standards and applicable legal and
regulatory  requirements, or non-
compliance with the firm’s policies or
procedures established in accordance

with this ISQM.
. The results of external inspections.
o Information from regulators about the

entities for whom the firm performs
engagements which is made available to
the firm, such as information from a
securities regulator about an entity for
whom the firm performs engagements
(e.g., irregularities in the entity’s financial
statements or non-compliance with
securities regulation).

. Changes in the system of quality
management that affect other aspects of
the system, for example, changes in the
firm’s resources.

o Other external sources, such as
regulatory actions and litigation against
the firm or other firms in the jurisdiction
that may highlight areas for the firm to
consider.

M1, BEEFEMPNERELZREL, mE U X
7 il UCRHMI L, iz T A v L9
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Establish Quality Objectives (Ref: Para. 24)

(() REBEOHRE) (5 24 HZH)
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A42. Law, regulation or professional standards may | A42. 4% FMENEMF L L ToOREREICE
establish requirements that give rise to| ¢, EBMCRNERESE ﬁ—g‘éz\g@&)ég
additional quality objectives. For example, a REENED SN TNDS D N5, izl
firm may be required by law or regulation to RS Z BT, BRSO LT, R
appoint non-executive individuals to the firm’s - S - R L
governance structure and the firm considers it TE‘F’%%—L E@b\%%%fﬁfﬁg_i/ T AMD
necessary to establish additional quality [ #7371 RET DL ZJ)%J@T)‘J'H‘H‘?{LVCI\/:E)
objectives to address the requirements. LENDD, IheliEa, EAEFHINIYX
PR FIR LT 5 72 DB NN 7 i B B A %
RETHZLENMETHDLEBZZDHZ DD
RF
A43. The nature and circumstances of the firm and | A43. B&ZTF5H T O MR B ORIl ONT BS 25 55
its engagements may be such that the firm | Fr3EfE4 2 25 ONE L ORI L - Tt
may not find it necessary to establish BE A T AN BN O VBT B A % 3 4 2 B
additional quality objectives. RS T L RS
A44. The firm may establish sub-objectives to|A44. BEESFEATIL, AE U A 7 OHI & FHm &

enhance the firm’s identification and
assessment of quality risks, and design and
implementation of responses.

OSRISDT YA v Lz b3 270, #iBh
72 AR ERET 2 2 ENTE D,

Identify and Assess Quality Risks (Ref: Para. 25)

(2 REYRYOHEREFM 525 1S

)

A45. There may be other conditions, events, | A45. 5 25 TH (1) IZF0HEL S 27U TUNZR WML ORI
circumstances, actions or inactions not| E4n  EES V|ITEIOAMEN . SE EEDOER
described in paragraph 25(a) that may RIET D END D,
adversely affect the achievement of a quality
objective.

A46. A risk arises from how, and the degree to | A46. U A7 (L. YR, T, BEMTEIOR

which, a condition, event, circumstance,
action or inaction may adversely affect the
achievement of a quality objective. Not all
risks meet the definition of a quality risk.
Professional judgment assists the firm in
determining whether a risk is a quality risk,
which is based on the firm’s consideration of
whether there is a reasonable possibility of the
risk occurring, and individually, or in
combination with other risks, adversely
affecting the achievement of one or more
quality objectives.

Examples of quality risks that may arise

In the context of governance and leadership,

this may give rise to a number of quality risks

such as:

° Resources are allocated or assigned in a
manner that prioritizes the services not
within the scope of this ISQM and may

negatively affect the quality of
engagements within the scope of this
ISQM.

. Decisions about financial and
operational priorities do not fully or
adequately consider the importance of
quality in the performance of
engagements within the scope of this
ISQM.

HENED L T, F72 EORRE NG A EDER
%Bﬂibﬁ%éi) Lo THELE, 2TDOURY
DB Y A7 DERET T LT TiEewn, U
AT INE Y ATIZENE T H0E D M EEESR
BT E T DERICIREM R Z & LTl
DESLD, MR, VA7 B AET 558
72 FREMEDN B D E 5 Ay, WONTEBINIZ T
o> ) 27 LHAEDE T, —DOXUTEE DM
BHEOERZHE LSELINE I e W) B
FHETOBHICESS LD TH D,
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HNRF AR —=F =y FIZELT, 29
L7ROUILL T D L 5722 < OME Y A7 03 E
U2 ARetED & 5,
BIRPAREZDNRG & Ul W EB B
THEITE D XITE Y ToNnD, ZhZ
X0, REERRNR LT LEBOMEITE
WELERIETTZENH D,
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In the context of governance and leadership,
this may give rise to a number of quality risks
such as:

. Leadership’s responsibilities and
accountability for quality are not clearly
defined and assigned.

. The actions and behaviors of leadership
that do not promote quality are not
guestioned.

In the context of resources, this may give rise

to a number of quality risks including:

° Technological resources used by the two
merged firms may be incompatible.

o Engagement teams may use intellectual
resources developed by a firm prior to
the merger, which are no longer
consistent with the new methodology
being used by the new merged firm.

Examples of the firm’s understanding of the
conditions, events, circumstances, actions or
inactions that may adversely affect the
achievement of the quality objectives

e The strategic and operational decisions and

actions, business processes and
business model of the firm: The firm’s
overall financial goals are overly

dependent on the extent of services
provided by the firm not within the scope
of this ISQM.

e The characteristics and management style
of leadership: The firm is a smaller firm
with a few engagement partners with
shared authority.

e The complexity and operating
characteristics of the firm: The firm has
recently completed a merger with
another firm.

HNXF AR RN —H— o AL, BT
DEIRELDWEY RINELDZ END
Do

BT A REETLHEEOUMARETEE
DEENSHBEICER SN TE LT, 2%
DY THNTVAR,

i & A L 2RO e BAEEE OITEIOL
BOREERIHR S 720,

BRIZELT, LT LRl OMEY X7
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GO LT o OBEERBEINFIAT LT 2
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A47. Given the evolving nature of the system of | A47. SVEEFLS 2T A3 2 T2 LTV
quality management, the responses designed DTHHI L wHE AL, EREEBITICL -
anddi'r;[r'mplemente? by the firT may givet' rseto| oy SHEHSNARRIC LT, B
inactions that resultin further qualty risks, For | 2450 %7 £ LI DTHR, %, S

: STEINAE L A = LA 2 1E. LR
example, the firm may implement a resource @?m LS %;%51&@%?‘ ”%;éfu A7
(e.g., a technological resource) to address a ij{@?jéf:&bﬁ‘tﬁﬁ%&%?’*ﬁfd“éﬁ (f1
quality risk, and quality risks may arise from | AI1E. 77 /v —&H) ZEHEAL, wEHY X
the use of such resource. 7 INUZEROFANOGAEL DL Z LR H D,

A48. The degree to which a risk, individually, or in | A48. U 2 7 2MEBNZ XIIfhD VU 2 7 L ALY

combination with other risks may adversely
affect the achievement of a quality objective(s)
may vary based on the conditions, events,
circumstances, actions or inactions giving rise
to the risk, taking into account, for example:

. How the condition, event, circumstance,
action or inaction would affect the
achievement of the quality objective.

T, WEHEOERZRE LS LREITY X7
AT IE LRI, T, REXIMTHOAE
IR CRRDZENDH D, £T-. TORE

iE BlZE, DLFO X ) il k- CTHiES
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. How frequently the condition, event,
circumstance, action or inaction is
expected to occur.
o How long it would take after the

condition, event, circumstance, action or
inaction occurred for it to have an effect,
and whether in that time the firm would
have an opportunity to respond to
mitigate the effect of the condition,
event, circumstance, action or inaction.

. How Ilong the condition, event,
circumstance, action or inaction would
affect the achievement of the quality
objective once it has occurred.

The assessment of quality risks need not

comprise formal ratings or scores, although

firms are not precluded from using them.

WL, FR, REXIIATEOFEN LD
FESEICRAET D Z LN AIAEND D,

- R R RBESUMTEROAES R EAE
HZDETICEDREDHMAZES D LEX
bNDm, Fio, ZORRT, EAFHIN
RO F5. BRE ST O R O B = %
M LDIHET oMz AL TN ESE
ZHND D
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e, EOREDOEIFICHIZ > TinE R
DIERNZ B2 5 255807 D D

mnE U 27 OFHIC S 72> T, IERZRFERATT
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F72ns, B Y R 7 OF LI 5 LI TEI
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Design and Implement Responses to Address the
Quality Risks (Ref: Para. 16(u), 26)

(3 FEBEVRIIZHLT B-ODOREDTHA
VEEAY (GF 16 T (21) L UVEF 26 THERHR)

A49. The nature, timing and extent of the
responses are based on the reasons for the
assessment given to the quality risks, which is
the considered occurrence and effect on the
achievement of one or more quality
objectives.

A9, XPSONE, K R OFEPHIL, E Y A7
R DRHMI ORI, T7obbE I N FAE
ATREME K N — D ST EE D E B DRI G-
2 DRI NTND,

A50. The responses designed and implemented by | A50. Es & HZEIAT A o LT 2 5bhiE.
the firm may operate at the firm level or| EEf =KL~ W TEBE L ~LOWNTINT
engagement level, or there may be a| wmxnz- bz, s, 20X 5 55n
combination of responsibilities for actions to 12 BE 5 BTN EE A AT L ~UL O L
be taken at the firm and engagement level. AORF TG END L b2,

Example of a response designed and BB AT L~V L OERS L UL Dl )5 D L
implemented by the firm that operates at both IVTCHEHT ARG AEEHBEIAT VA LiE
the firm and engagement level 4 %4
The firm establishes policies or procedures for | B &3 %L, BAF — L0 HEIS 5 L TEW
consultation which include with whom 7o RAREDORI A2 ERT X, K OEMPR
consultatlont tshould db?h unde_r;t_aken " by RO R At D F2 S TR & 77 B B fe 22 %
for which consulltation is required. The firm | &1~ FFIfORAMOMA O IfinicB T 5 %7
appoints suitably qualified and e>.<perienced ﬁ+%ﬂi$ﬁ%ﬁ&;i° %ng’%ﬁfi‘ %EEJEWC’C
individuals to provide the consultations. The (ﬁﬁ*@%ﬁﬁ%ﬁf/\#ék&)k‘ LR L
engagement team is responsible for| EMREATIEEZELT L, BAET LI F
identifying when matters for consultation occur | FIf97 AAFDORI G 2 T NS FHMNFEAEL
and initiating consultation, and implementing | 7=z Fh A3 L. BN RO A%
the conclusions from consultation.™ L. MO L VAT LRIt
TEBZFEETLIHEMLEHA D, (BEHEH 220 %
35 HZ )
0 1SA 220 (Revised), paragraphs 35
A51. The need for formally documented policies or | A51. %< OHEMHEE 2 AT 5. XITHBRAIZ S

procedures may be greater for firms that have
many personnel or that are geographically
dispersed, in order to achieve consistency
across the firm.

L TWDEESFBEHOG N, EEFGHTEE
TO—EMEZERT 272D ERITFE LI
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Changes in the Nature and Circumstances of the
Firm or its Engagements (Ref: Para. 27)

(4) BEEEHHOUERTRERFEEEHH

AERET IEHFOARBERRDER) (F27H
ZH)

A52.

Scalability example to demonstrate how
policies or procedures for identifying
information about changes in the nature and
circumstances of the firm and its
engagements may vary

. In a less complex firm, the firm may
have informal policies or procedures to
identify information about changes in the
nature and circumstances of the firm or
its engagements, particularly when the
individual(s) responsible for establishing
quality objectives, identifying and
assessing quality risks and designing
and implementing responses is able to
identify such information in the normal
course of their activities.

° In @ more complex firm, the firm may
need to establish more formal policies or
procedures to identify and consider
information about changes in the nature
and circumstances of the firm or its
engagements. This may include, for
example, a periodic review of
information relating to the nature and
circumstances of the firm and its
engagements, including ongoing
tracking of trends and occurrences in the
firm’s internal and external environment.
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A53.

Additional quality objectives may need to be
established, or quality risks and responses
added to or modified, as part of the remedial
actions undertaken by the firm to address an
identified deficiency in accordance with
paragraph 42.

AB3. %5 42 TEIZHE > Tadkn!l S 7oA dHi3 %
T2\ BERFH AT N EM S DR EREO—H# &
LT, BNomEREZRET S, XidimE Y
A7 ROSHGEZ BT 548 LIFERTHZ L
IMLBE IR D Z LD,

A54.

The firm may have established quality
objectives in addition to those specified by this
ISQM. The firm may also identify information
that indicates that additional quality objectives
already established by the firm are no longer
needed, or need to be modified.

Ab4. BEERFHIIL., AMEEICI-> THESN
HDIZEMLTHEREARET HZ ENH
B Fio, BEEFEHEAL. DLENIERE LB
DONE HENRE L o7, UHMEET DL
WD BRTIEREHINT D END D,

Governance and Leadership

(8. ANFYRRUVY—F—vF)

Commitment to Quality (Ref: Para. 28(a))

(1) BEADaAzZYFAVE) GFE28()2
HE)

A55.

The firm’s culture is an important factor in
influencing the behavior of personnel.
Relevant ethical requirements ordinarily

establish the principles of professional ethics,
and are further addressed in the relevant
ethical requirements component of this ISQM.
Professional values and attitudes may include:
. Professional manner, for example,

timeliness, courteousness, respect,

AB5. BEAFHPTOMMR X, FMEEOITHE)
\CHBE B2 5EERBERTHH, BEMIIC
BT 2 HEX, @, BEMEOFERZHE
L. F7oARHIEEOREM LK OISO SRR
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T OMEBROEEITIZUL TN B £ 5,
HHZE L LCofTE), B, wMEREE, 4L
BIEL S, BE, SBE(E, RS R OME




1SQM 1

accountability, responsiveness, and
dependability.

o A commitment to teamwork.

o Maintaining an open mind to new ideas
or different perspectives in the

professional environment.

o Pursuit of excellence.

o A commitment to continual improvement
(e.g., setting expectations beyond the
minimum requirements and placing a
focus on continual learning).

o Social responsibility.

63

F—LT—T~DaAI vy bAL b
- FREMEHEMPR L L TCOEBOEEICE N
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HENEE

A56. The firm’s strategic decision-making process,
including the establishment of a business
strategy, may include matters such as the
firm’s  decisions about financial and
operational matters, the firm’s financial goals,
how financial resources are managed, growth
of the firm’s market share, industry
specialization or new service offerings. The
firm’s financial and operational priorities may
directly or indirectly affect the firm’s
commitment to quality, for example, the firm
may have incentives that are focused on
financial and operational priorities that may
discourage behaviors that demonstrate a
commitment to quality.

A56. TFIEHREE O E & 5 € A S T OO HRIE Y
BERET v R 2iE, MBERO¥ERE EOFE
BT A EHEIT OB ERE, FEEITOME B
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kA2 NERTAITENE IG5 AIREMER B 5,

Leadership (Ref: Para. 28(b) and 28(c))

(@ V—5—v7)
H(3) Z)

(% 28 TH (2) L OV 28

AS57. The responses designed and implemented by
the firm to hold leadership responsible and
accountable for quality include the
performance  evaluations  required by
paragraph 56.

AST. B BEEEEICWEICH T 2AETEE
DELABADOE LT DICEREEETNT A v
L FH 9 ARSI, 5 56 T TR S5 3
Rl E b,

A58. Although leadership establishes the tone at
the top through their actions and behaviors,
clear, consistent and frequent actions and
communications at all levels within the firm
collectively contribute to the firm’s culture and
demonstrates a commitment to quality.

AB8. BEEFHITO&EmELHEIL, £OITEIE
RHEENEZBLTC Ry 7 E L TORBERT,
T/, BEEFESTNOD DD L-ULZBIT
L, AfEC—Eob o HERMTEIE 222
r—3a VOMBEDEICLY ., BEEEHO
FHAR R S EERR S AL, EICRT A R A
v EBIIREND,

Organizational Structure (Ref: Para. 28(d))

(@) #miEE) CE28HAWZM)

A59. The organizational structure of the firm may
include operating units, operational
processes, divisions or geographical locations
and other structures. In some instances, the
firm may concentrate or centralize processes
or activities in a service delivery center, and
engagement teams may include personnel
from the firm’s service delivery center who
perform specific tasks that are repetitive or
specialized in nature.

AB9. LT O IX, FEHEA], ¥
W7 at AR, S BISOXFTE R R O S
SN DIEREZ D = &N D, BEEFEHITIL.
BAICEoTE, Y—EX - FURY— .
A=l 7o AT EBEZEPIT L E0H
%, FOWES., BEEF— AL, KIEMR T
FEEOME O¥EEFET DV —E A « T U
e o B X —DENEENDZEND D,

Resources (Ref: Para. 28(e))

((4) &R (F28IHG)ZHR)

A60. The individual(s) assigned ultimate
responsibility and accountability or operational

A60. SNVEEFRS AT NMIHET AR EELE T

=,

[n]
B E B AT L OES G K ONEA BT 5 BT
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responsibility for the system of quality
management is in most cases able to
influence the nature and extent of resources
that the firm obtains, develops, uses and
maintains, and how those resources are
allocated or assigned, including the timing of
when they are used.

Tix, EE, EEFESHAATF, %, MKk
OHERF 9~ 2 EIRO A KO, I ONS R R
Wz & L G IR OB TR RN Y Tk z
B2 ENTED,

A61. As resource needs may change over time it
may not be practicable to anticipate all
resource needs. The firm’s resource planning
may involve determining the resources
currently required, forecasting the firm’s future
resource needs, and establishing processes
to deal with unanticipated resource needs

when they arise.

A6l. EIROLEMEITREE & & I LT 5 ARE
RS 570, 2 TOEROLENZTHT 2
ZEIFHENTIIRWI NS D, BEEEEAT
OB DL, BAELELREIROR
L FERICBT DGR OB O T K O 1]
BRETEOMLEPEN A I Bl 5 720
DT ADHESINGENDZ ERH D,

Relevant Ethical Requirements (Ref: Para. 16(t),
29)

(9. BEMBRUMIME) (F16H(©Q0) LW
5% 29 THS )

A62. The IESBA Code sets out the fundamental
principles of ethics that establish the
standards of behavior expected of a
professional accountant and establishes the
International Independence Standards. The
fundamental principles are integrity,
objectivity, professional competence and due
care, confidentiality and professional behavior.
The IESBA Code also specifies the approach
that a professional accountant is required to
apply to comply with the fundamental
principles and, when applicable, the
International Independence Standards. In
addition, the IESBA Code addresses specific
topics relevant to complying with the
fundamental principles. Law or regulation in a
jurisdiction may also contain provisions
addressing ethical requirements, including
independence, such as privacy laws affecting
the confidentiality of information.

AG2. fREHEANZ., SEICHIfF SN2 EOE W fH
FATENEEZ T TV 5, AR, BREXN
BAZE L L TOAILOFISICEET 2 BETITRHT

SEOFHRAE NI L, Z OB EoFARFH]
EEDTND, ZLOEANEANL. SEIZH
FEINDITEIOIEEEZ FE L T D, A
ElE, BRIEME, BB, BREENEMFEE Lo
BEI L ONEYS 22, SPRRER S I DN I ZE ) B
xR E L TOTEIOKFEAITH DL, S HIT, i
BEBANE, S B EARFROESFIZRT 5 HE
K ORI, & KR Z1T 5 T2 Dz 7
NREMARIFAZ T TV D, ERAN,
% BBy 71Tk THESHIRS A 2 A 5 5
TEBONMMIHT D720, Hix R FHRICET
% ERFE L OGRS ZED TN 5D,

AG63. In some cases, the matters addressed by the | A63. BEEAH BTN MBS TS 27 ATV Tkt
firm in its system of quality management may |  iu4-2 SHI1E 3. BEGHEICETAHTEDTED &

be more specific than, or additional to, the D & EARE LB 7R A 5 8 5,

provisions of relevant ethical requirements.

Examples of matters that a firm may include in RGBT ARTEDED LV & BARA XX

its system of quality management that are BN 7 EIE A LA E R AT N MBS B Y AT A

more specific than, or additional to, the 1256 TN B

provisions of relevant ethical requirements

e  The firm prohibits the acceptance of gifts EEEFHRGATIL, e XZEETEHRWEAT
and hospitality from a client, even if the HoTh. BIEEHS DR 45T
value is trivial and inconsequential. LD L AL TING,

e The firm sets rotation periods for all BEAEGINL. BEAEfE 0SSO
engagement partners, including those BAHEL., FFNEEREF—LOLTO
performing other assurance or related RrEICERT S,
services engagements, and extends the
rotation periods to all  senior
engagement team members.

A64. Other components may affect or relate to the | A64. % Dt D AR TS A3 SEMEL L OURSTED

relevant ethical requirements component.

HEREFR T2 RAF T, IS 2 Z L
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Examples of relationships between the

relevant ethical requirements component and

other components

. The information and communication
component may address the
communication of various matters
related to relevant ethical requirements,
including:

o The firm communicating the
independence requirements to all
personnel and others subject to
independence requirements.

o Personnel and engagement teams
communicating relevant
information to the firm without fear
of reprisals, such as situations that
may create threats to
independence, or breaches of
relevant ethical requirements.

. As part of the resources component, the
firm may:

o Assign individuals to manage and
monitor compliance with relevant
ethical requirements or to provide
consultation on matters related to
relevant ethical requirements.

o Use IT applications to monitor
compliance with relevant ethical
requirements, including recording
and maintaining information about
independence.

H5,
TR SE AR M OATME & 2 DOt DR ELSE & DB
fZ D

e EARTEDOHERRE AT, B LA OVl

(i
SEMEIC BT AR REEO A 2 = —
NIRRT D ENDD, ZHUTIFL T &
e,

—  EEEFEHITII. MILPEICE T 5 BRI
DRG0 52 TOHEMEER K TZ DD
BIISIIEIC B 2 ERFHZ mET D,

—  JRNEMEIZ R B PRI T
N U 5 AIREMED & D ARIEEIZ DOV T
HREE K OB F— AT MEEZB—ND Z
L AR FEHATICBEE T D I A s g
T 5,

- EARFEBITOEBEES BT 5 BIROMEK
FRIZBWTC, BEEFESITE, LT 25T
HT ENWH D,

— WEMBOBETEEHEL =4 T
T 5 TR EMH IR 2 FIEICHOWT
B 72 AR DRGSR D & & 8T
T 5,

—  JESEMEIZBET A IE R OISR L R A S
To, BEMELOBESFAEHET D012, 1
T7 VA r—a 2T 5,

A65. The relevant ethical requirements that apply to

others depend on the provisions of the
relevant ethical requirements and how the firm
uses others in its system of quality
management, or in the performance of
engagements.

Examples of relevant ethical requirements that
apply to others

. Relevant ethical requirements may
include requirements for independence
that apply to network firms or employees
of network firms, for example, the IESBA
Code includes independence
requirements that apply to network firms.

. Relevant ethical requirements may
include a definition of engagement team
or other similar concept, and the
definition may include any individual who
performs assurance procedures on the
engagement (e.g., a component auditor
or a service provider engaged to attend
a physical inventory count at a remote

A65. F OO | S D REEMEIT, B

BRI T 2 HE M O TS s S i B
AT A YXITEBOERI BN TEFOMDOEZ L
DOEHIIHHT DML D,

ZOMOF TN S D EMBLUCET 2B E

DA
EMBICET 2 HEICIZ, Xy FU—
T e T —ANFAY NT—F « Ty —LD
RERC BN S5 NI E O ESRFIEN G
ENDHZERD D, HIAIX, MEURANL, %
v RNDU—27 « 77— A S AN
B 2Rk FHEE G ATV D,

- WEEMPICEET A HEICIE, BEAET—LAX
IZEDMOEROM SO ERNEG TN DHE
DY | ZOERITIIRIEZER B W T T
HETLIETCODEEZDDLZENH D (i
ZIE, mEEHIZ R D FEHMAENC T2 5 A AR
HANLOEBEBEAN I —E R « 7T ( 4
—) . L7En-T, BEMBICET I HEIC
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location). Accordingly, any requirements
of the relevant ethical requirements that
apply to the engagement team as
defined in the relevant ethical
requirements, or other similar concept,
may also be relevant to such individuals.

. The principle of confidentiality may apply
to the firm’s network, other network firms
or service providers, when they have
access to client information obtained by
the firm.

BWTERSINTZERAT — 2 XTZE DX
PLOMESICEH SNDERFIEN, D XD
REZLEHINDAGZENH A,

EREHEESTOXY NU—27 %y hU—
J e 77— ALXIIY—E X - Fa [ H—
N, EEFEETN AT LB EOFR~D
T RBANDDGEIZIE. £D LD REITH
L CSFRAERBEOFRINEH S D Z &E03h
2o

Public Sector Considerations

AG6. In achieving the quality objectives in this
ISQM related to independence, public sector
auditors may address independence in the
context of the public sector mandate and
statutory measures.

A66. KFE

Acceptance and Continuance of Client
Relationships and Specific Engagements

€10. ZHIDOHBRDOFEHER VEH)

The Nature and Circumstances of the Engagement
and the Integrity and Ethical Values of the Client
(Ref: Para. 30(a)(i))

(1) ZEBORBRURR, AVICEASEDHHE
& MERMER) 8 30 =) OZH)

A67. The information obtained about the nature
and circumstances of the engagement may
include:

o The industry of the entity for which the
engagement is being undertaken and
relevant regulatory factors;

o The nature of the entity, for example, its
operations, organizational structure,
ownership and governance, its business
model and how it is financed; and

o The nature of the underlying subject
matter and the applicable criteria, for
example, in the case of integrated
reporting:

o The underlying subject matter may
include social, environmental or
health and safety information; and

o The applicable criteria may be

A6T. FEBDONERK ORI SOV T ATT 5 IHH
Wi, UTFREENDLZ E0nd D,

WS A FET D KB DA 3 D JERE K OV
T2 K A

EEOMWE (FlZX, F2E, S, pr
HEEHNANF LA, EVRXRAET AL NES
RS IE)

FAEL 22 FEEOEH S D BEDON
B, PIZE, MEWEEOLA.

— AL e FHICE, s BREAOR
ELMEICHETOHENGEND I LD
Do

— WHSNLREL, ILRBOLRTND

performance measures HAZFIRIZ L o> TERIE SN - &S
established by a recognized body EChbHI N5,
of experts.

A68. The information obtained to support the firm’s
judgments about the integrity and ethical
values of the client may include the identity
and business reputation of the client's
principal owners, key management, and those

charged with its governance.

Examples of factors that may affect the nature
and extent of information obtained about the
integrity and ethical values of the client

. The nature of the entity for which the
engagement is being performed,

A68. BEATFHHTAN B G- S DR SENE K UMy B A fff
AL B9 2 W 2 AT D72 0DICAFT 516
WiTiE, BSEOTEERFAE. EERREHR
M OB L O RA UTA PRI NS LR
HINZEND Z &N DD,

B G- 2 DR SRR EE O E B DV T AF L
TG MONE L FPHICH L 52 5 TREEOH
2% R OB

TR EREERIE DM S 25T, EHOE
fikI 5 & 72 2 AEFEDOPEE
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including the complexity of its ownership
and management structure.

. The nature of the client's operations,
including its business practices.

. Information concerning the attitude of
the client’'s principal owners, key
management and those charged with its
governance towards such matters as
aggressive interpretation of accounting

standards and the internal control
environment.
. Whether the client is aggressively

concerned with maintaining the firm’s
fees as low as possible.

o Indications of a client-imposed limitation
in the scope of work.
o Indications that the client might be

involved in money laundering or other
criminal activities.

o The reasons for the proposed
appointment of the firm and non-
reappointment of the previous firm.

o The identity and business reputation of
related parties.

B G- DS CMHET O R E

SEHEEMEDOHRIR 7p STkt A B 5 eI EmE
BN OHHME, BREE N OEERSED
ZE NS KR ERBEIC BT 2 1

3] G-l 703 B A A5 T D e v B L AR < T
&9 ELTWDENED,

- EEEEPHOSK R EB I X D EB O
FH D IR O JK fe

- BEEENEETEE IO EENEEITA
[R5 LT B Ik

© BIOEEE BT 2 BT 5 &K OEHED
B A5 T & 2K & B8 L 72 B

B4 T 00 4 S 4 B OV B Dt
1

FA68-2]JP. BEATELK) 0O BL il S OVFE 357 o>

IZBIFAARIEY 27 OEREIZIE, 5 omE
MIZBET 2 BN E D,
F 7. RO B ORE R OEHFITES U
A7 GO 4 E ARG DB AT — A4k o
Ol id, BlxX, FAERYERENZYET
Do

A69. The firm may obtain the information from a | A69. EE&EHEKITIL. UL T & S dekEx 2N L O
variety of internal and external sources,| S EEOERIESIEHE AT TEIZENH S,
including:

. In the case of an existing client, BEEOEERDEE. 4T 5546, Bl
information from current or previous U B EOEB DS OEE T Y% S
engagements, if applicable, or inquiry of 2 kF LT TS A 4T o 7= fith D B P BE B~
other personnel who have performed DI
other engagements for the client. =

. In the case of a new client, inquiry of o OB OEE . BREEMPLICEIT A
existing or previous providers of FITHES T, MBI 5okt LIRS E L&
professional accountancy services to the LT OLEF g OS2 B 3 758 4 BLAE 0l 2=
client, in accordance with relevant IZEE LT B A~ D BRS
ethical requirements. 8

. Discussions with other third parties, LRRERE . EEEEPIE . B S SE R M-
such as bankers, legal counsel and B SF L O3S
industry peers.

. Background searches of relevant - BET AT —H_N— 2 (HERIZE Y
databases (which may be intellectual 28855, ) BAA LS EHE, B
resources). In some cases, the firm may IZ ko TiE, BEEEEFNAY—E R - Fr N
use a service provider to perform the A —Z R LTSRS L5 = &2
background search. 7 -

A70. Information that is obtained during the firm’s | A70. EE&EEHTC L 52O Frll o fiEE & OV

acceptance and continuance process may
often also be relevant to the engagement

H7 B ATBO TR ORI, BT —
ISR 2 I LS % BT b B %
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team when planning and performing the
engagement. Professional standards may
specifically require the engagement team to
obtain or consider such information. For
example, ISA 220 (Revised)" requires the
engagement partner to take into account
information obtained in the acceptance and
continuance process in planning and
performing the audit engagement.

" ISA 220 (Revised), paragraph 23

ZENRDD, MENEMFRE L TOREET, £
D XD pERE NT IG5 2 L 2RI
BEF—LICERTLZE0nD D, HlziE, Bh
T B S E 220 5 23 THIL, EEA¥ESK Y
FHE USRI D BRI, ERIOFHLORE L OV
7oA BN TELNIEHREEET D2
EERERFEFICERLTWD,

AT71.

Professional standards or applicable legal and
regulatory requirements may include specific
provisions that need to be addressed before
accepting or continuing a client relationship or
specific engagement and may also require the
firm to make inquiries of an existing or
predecessor firm when accepting an
engagement. For example, when there has
been a change of auditors, ISA 300'? requires
the auditor, prior to starting an initial audit, to
communicate with the predecessor auditor in
compliance with relevant ethical requirements.
The IESBA Code also includes requirements
for the consideration of conflicts of interests in
accepting or continuing a client relationship or
specific engagement and communication with
the existing or predecessor firm when
accepting an engagement that is an audit or
review of financial statements.

2 1SA 300, Planning an Audit of Financial
Statements, paragraph 13(b)

AT1. BRIEMHEMZE L L CoRE T SN D
EDFEITIE, FEROFHLORER L O ORI
KA DD B D BRI BIEN G END Z
ERBH Y, EZEANCEE IR RO F
BINCEM T2 2 L 2 EREFESATICERT S 2
Ebd D, Bl BEEANOEERD 7=
. BEARHESR B SWEE 300 [EEAGHE ] &
O ELET B A5 000 TESAE AN DA
TR SRR OBRIARTIC, BEA A DSREE MBI
BT 2 BB ICHEIL L CRMTEO AT & = 2
A== alEITHOZEEERL WS, F
7o, fRERELHINE, SRR O HL O s e K OVEE
FRZB T DR OfRFt 2 ZER LT, M
BHFOER I Ea—D¥ERE 2R 55
WZiE, BUEXIIRHEDEBEREFEAIE DaI 2=
r—a v EITHO ZEEERLTVS,

The Firm’s Ability to Perform the Engagement (Ref:
Para. 30(a)(ii))

(Q2) EESHHOXRBERET SaEH)
H(1)OZH)

(%5 30

A72. The firm’s ability to perform the engagement

in accordance with professional standards and
applicable legal and regulatory requirements
may be affected by:

o The availability of appropriate resources
to perform the engagement;

o Having access to information to perform
the engagement, or to the persons who
provide such information; and

o Whether the firm and the engagement
teem are able to fulfil their
responsibilities in relation to the relevant
ethical requirements.

Examples of factors the firm may consider in
determining whether appropriate resources
are available to perform the engagement

. The circumstances of the engagement
and the reporting deadline.

o The availability of individuals with the
appropriate competence and

AT2. BEEEBPITONIENTEMZF & L TORER
OEMH SN DETEI > TEBEZERTE D
IENE, UTOFIHEICIVEELZITAZ &
N5,

WA FERT D - OmU ARG E AR T
XBMNE DD,
c EHEET DD DOEHR TSR A

BT 2E7~DOT 7B ANHDHNE 5D,

- EEFBEITMROEAETS— L0, BEMPEC
B o HEICET 2 REZRICTIENTE
2ME D

W& T 5 72 DY) 22 B PR AR AT EE )
E ) ME W T A BRICER TN EET DA
HEMED & 5 EK D

SETS DARIL S OV HA PR

EBREERT DO+ A2 ST,
Wk & YR EE ) 2T A E DRI ATREN &
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capabilities, including sufficient time, to

perform the engagement. This includes

having:

o Individuals to take overall
responsibility for directing and
supervising the engagement;

o Individuals with knowledge of the
relevant industry or the underlying
subject matter or criteria to be
applied in the preparation of the
subject matter information and
experience with relevant regulatory
or reporting requirements; and

o Individuals to perform audit
procedures on the financial
information of a component for
purposes of an audit of group
financial statements.

. The availability of experts, if needed.

o If an engagement quality review is
needed, whether there is an individual
available who meets the eligibility
requirements in ISQM 2.

. The need for technological resources,
for example, IT applications that enable
the engagement team to perform
procedures on the entity’s data.

. The need for intellectual resources, for
example, a methodology, industry or
subject matter-specific guides, or access
to information sources.

I ZHUTIFUL A EEND,

— EBOEHENOEE ST 52k E
EERaIH

— BETHERIE LML 25 EEE Y
X EEBEROMERICL 7> CHEA SN DB
|2 B A EnEk. N ONCEEE 4 4 L S0
WEIZOWTOERFHIZET o5k E2 A
THHE

— IN—TWMB#EROREAZARL LT,
RN DB G IR L CEEA TR a5
S %

VBT E HIENMMATRENE D I,
© FAEBRERGE, WHEEHAERZE W
HEE 2 S OS2 EORFIE A
TG FRENE D D,

s T V—gEOLEM, Bz, B
F— LB EDOT —H Tk LT FHta Ehid
HZEEAREICTAHAITT AU r—ard
DAL:is

- HEIROENE, BT, FE. ERE
L <IEEERA O X IERF~DOT 7 &
A

The Firm’s Financial and Operational Priorities (Ref:
Para. 30(b))

(Q) EEEHFOMBLEUEBLOBES
H) (% 30IHQ)ZM)

A73.

Financial priorites may focus on the
profitability of the firm, and fees obtained for
the performance of engagements have an
effect on the firm’s financial resources.
Operational priorities may include strategic
focus areas, such as growth of the firm’s
market share, industry specialization or new
service offerings. There may be
circumstances when the firm is satisfied with
the fee quoted for an engagement but it is not
appropriate for the firm to accept or continue
the engagement or client relationship (e.g.,
when the client lacks integrity and ethical
values).

AT3. W% EOBEHFEIEIC L A FEHIT OIS
PICEEN Y22 0NHY . FEEOFEE
2 X DS N T HmIIEE FSATOME Lo&
WL 525, 35 EOBEFEHIZIT, &
BHEBFTOTSEY = 7 O, ERORE XX
B — B2 ORI OB E S BN E
HZENDD, EHITE L THIAE NS HMEHEE
AR &b, BEFEEIBENOFHO
MRS R OB EY) CTIER2WEAERNH 5 (Blx
X, B DR R N IR S M OV B AT fiE 8
ZRONVTWDEHER)

A74.

There may be other circumstances when the
fee quoted for an engagement is not sufficient
given the nature and circumstances of the
engagement, and it may diminish the firm’s
ability to perform the engagement in
accordance with professional standards and
applicable legal and regulatory requirements.
The IESBA Code addresses fees and other
types of remuneration, including

AT4. EBONER RN EBET D L. EHKIC
B U CHER I O R T D sINAE MR 72 35 A
bV, EEFEESHTDBENFEAZF L Lo
RO SN DIESEIE > CEB > Eicx
RN ERD D, WMEHANL, WL O Ofl
OFEFEORME 2 > TEY . TDOHIZITERIC
B U TR L OGER T DI AME T E 5729,
TREMHE & L CORNEVIES 2R & W
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circumstances that may create a threat to
compliance with the fundamental principle of
professional competence and due care if the
fee quoted for an engagement is too low.

9 FAJFHN OB S E S G D IR E £
Tl/\éo

Engagement Performance

(1. XBOEHMED

Responsibilities of the Engagement Team and
Direction, Supervision and Review (Ref: Para. 31(a)
and 31(b))

() EEF—LOERE. HVICHEE, EBRY
ER) G310 KU 31 HQ)ZH)

A75. Professional standards or applicable legal and
regulatory requirements may include specific
provisions regarding the overall responsibility
of the engagement partner. For example, ISA
220 (Revised) deals with the overall
responsibility of the engagement partner for
managing and achieving quality on the
engagement and for being sufficiently and
appropriately  involved  throughout the
engagement, including having responsibility
for appropriate direction and supervision of
the engagement team and review of their
work.

AT5. BREERNEHZE L L CoOEETEH SN 5
EAEIC, BEEEEEORERN 2 TEICEY
5 EARRIREZ G 0N D, BlxIE, B
THEAET B AW E 220 13, BEAETF—20HY)
RfRfE, BB R OEEORMICET 2 ETEE
fo, EEANWEAEE M OGER L., £-EEER
DOAEFEZ W U T Ho0 oMyl 5 L Tn5
V) EREEFLEH ORI EEEH > T
o

A76. Examples of direction, supervision and review

o Direction and supervision of the
engagement team may include:

o Tracking the progress of the
engagement;

o Considering the following with
respect to members of the
engagement team:

o Whether they understand

their instructions; and

o Whether the work is being
carried out in accordance
with the planned approach to
the engagement;

o Addressing matters arising during
the engagement, considering their
significance and modifying the
planned approach appropriately;
and

o Identifying matters for consultation
or consideration by more
experienced engagement team
members during the engagement.

. A review of work performed may include
considering whether:

o The work has been performed in
accordance with the firm’s policies
or procedures, professional
standards and applicable legal and
regulatory requirements;

o Significant matters have been
raised for further consideration;

AT6. FEHE, BESER R OVEERE O
e T — LA~OFE L OEENCIX, LT %
Gl EMH D,
— ¥EBOEPRNEEET L Z &,

— fHx DA UNR—=PREEICEZ LR
ZHEL TWDE D M, I ONTHEENES
ERHENCHE > THERIESNTNDNE I DI
DWTHFT S Z &,

— EREOBERCTHEAINTZHEERSHEY
(B EORMBEE 2D AIHEMEN H 5 FIHE K
DD B DERTF — LND A LR — T
Lo X0 R L, YRFEHOEEMED
FREZHRE L, AW ZEYIEET S
Z &,

— B AR O RIS S B2 R IE XX
LV IRBRD & DA T — LD A =3
MENE LT HREELRFETHI L,

EEOERMICIZ, LIFOHREORH & %
N2 End5,
— BEAEFBOGECTHL. BEEREME
& LTOREMER DEA S D IEFHEIE-
THEEEIT>TODEE D D,
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o Appropriate  consultations have
been undertaken and the resulting
conclusions have been
documented and implemented,;

o There is a need to revise the
nature, timing and extent of
planned work;

o The work performed supports the
conclusions reached and is
appropriately documented;

o The evidence obtained for an
assurance engagement is
sufficient and appropriate to
support the report; and

o The objectives of the engagement
procedures have been achieved.

—  HEEy 7 AR ORIEE 2 @iz 50 L C
B, ZoftiwmaeE L, oo
W > CTEHZFE L TWDHE DD,

— BEEATFRORE, Rk O 42 H 7
DWENRDDE DD

— BRELICHGIE. i LI/ERIC L~ T
HRHToNTWD, £ @olicE
HEMFICTRH SN TNDNE S0y

TRAEFERICBE L TR LAV REIL L,
FEEMT DD L LTH U TH
2E DD,

— FROBANTER SN TWDNE DD,

A77. In some circumstances, the firm may use | A7
personnel from a service delivery center in the
firm or individuals from a service delivery
center in another network firm to perform
procedures on the engagement (i.e., the
personnel or other individuals are included in
the engagement team). In such
circumstances, the firm’s policies or
procedures may specifically address the
direction and supervision of the individuals
and review of their work, such as:

o What aspects of the engagement may
be assigned to individuals in the service
delivery center;

o How the engagement partner, or their
designee, is expected to direct,
supervise and review the work
undertaken by individuals in the service
delivery center; and

o The protocols for communication
between the engagement team and
individuals in the service delivery center.

7. BRICEL-oTL, BEEFEINIIEE THx
KT 57D, BEEAFHETOY—ER - TV
NY— e B —DHEMAEERCRYy NU—7 -
Ty —LDHP—ER T YN — L H—D
HUEEZFHT DL EnNH D (Tbb, HMH
FEE VX2 OMOFEZEET — LTED
Do ) o TDOXIRGEITIL, BEEFHEHTON
T FRITBNT, LT X 5 IC Y ey 3
DOFHE, BB K OEE DR A BRI E &
nNoZeEnd 5,

P—bE R« FUNRY— .« B Z—DHYH
(ZEBD E DIy ZED T HH,

EAELE IZOHEREZ T &N, ¥
—ER - FUNRY — v —DHYENT
IMEHEAE LD X ) IR, BEEROERNT S
BRI LD D,

AT —ALEY—ER T UNY—
H—DHEEELOMDaI a=r— 302
B9 % Bk o

Professional Judgment and Professional Skepticism | ((2) EREMEMRE L TOHIEE VB EXAEP
(Ref: Para. 31(c)) RELTOERD) CGF31HEB)SH)

A78. Professional skepticism supports the quality of | A78. FERIEFIZE & L COMEEL LT, (RAFER

judgments made on an  assurance
engagement and, through these judgments,
the overall effectiveness of the engagement
team in performing the  assurance
engagement. Other pronouncements of the
IAASB may address the exercise of
professional judgment or professional
skepticism at the engagement level. For
example, ISA 220 (Revised)® provides
examples of impediments to the exercise of
professional skepticism at the engagement
level, unconscious auditor biases that may
impede the exercise of professional
skepticism, and possible actions that the
engagement team may take to mitigate such

WIZOWTFSNLHBOEIZETHHDTH

D, MEEHIK A U C, RIEES 2 EET 5 E
TOERT — LD G 902 X 2 T

%, AARABESHIHESOMOANTWIX, ¥E5
L UL TORREMERFE & LTI oF 7
ITER PR & L C O L OJIE A FIE L
TW5, Flzix, BEEEERESHEE 220 D
A34 TEH G A36 THIZ, 5 L~ T ORGER R
FIZ & L COMEER LA RET DR ORE, ¥
AUEFR & L COBEREL O FRRIEZ 151 5 alREM:
D& D IEEFROEAR NDfFm L ONZFED X ) 7k
EEREMT D OICERTF — L NFEi I D nHE
YED B DITENOF Z 7R LT 5,
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impediments.

13 ISA 220 (Revised), paragraphs A34-A36

Consultation (Ref: Para. 31(d))

((3) BMNLREOHAY)
)

(FE31mE@=

A79.

Consultation typically involves a discussion at
the appropriate professional level, with
individuals within or outside the firm who have
specialized expertise, on difficult or
contentious matters. An environment that
reinforces the importance and benefit of
consultation and encourages engagement
teams to consult may contribute to supporting
a culture that demonstrates a commitment to
quality.

AT9. E . MM REORMAEITIR, HME
< CHIENC IR R © FIESC AN E £ -
TWARWHFIHIZOWT, HAMR@E AT 5
B REBITNAA O LIRENEMZE L LToK
WTHmT DI ENEGEND, MWL AR
MATOEEELFSEZEHAL, TEET—
L ORR 72 RAR ORI EE 2 53 5 BRI,
EEA~D I v b AV N ERTRLRRE A A EE L
FTADIIENDZENH D,

A80.

Difficult or contentious matters on which
consultation is needed may either be specified
by the firm, or the engagement team may
identify matters that require consultation. The
firm may also specify how conclusions are to
be agreed and implemented.

A80. HEFIM RO AT N ME & i b E
PEASE < HIHC IR EEDS B S FIESC RN E £
STWRWHEET, BEEFHEIVLFARTLZ &
N0 TR TF— LNEM e BfEORA&
BEMBELETHRELHRT O 0D, F
7o, BEEFHEINI. w2l oL IcLTEE
SINEESNHPEHARTDLHZ ENH D,

A81.

ISA 220 (Revised)™ includes requirements for
the engagement partner related to
consultation.

4 1SA 220 (Revised), paragraph 35

A81. BEATIEUESR B WRIRE 220 5 35 HICIL, H
MR 72 AR ORI &2 B 5 A B EA D%
RFEPZENL TN D,

FA81-2JP. B HHEHTNANOE LI/ 1%, BEAS
BT O BB L0 B2 558, BlE, B
S T O B 70 TR AR POV R P RS
aEND,

Differences of Opinion (Ref: Para. 31(e))

((4) BEZELDHIEOMEE) (F 31 HG) ZH)

A82.

The firm may encourage that differences of
opinion are identified at an early stage, and
may specify the steps to be taken in raising
and dealing with them, including how the
matter is to be resolved and how the related
conclusions should be implemented and
documented. In some  circumstances,
resolving differences of opinion may be
achieved through consulting with another
practitioner or firm, or a professional or
regulatory body.

A82. EEEFHITIL. WA L HWr OFEN Fu
BYPE TR SN D Z L 2L, DXL D2
WrOFHEDS & D X 9 Ik S 4, BIET 5 h5
MED X HITEN, LEESNDIRENES
D, CHIETOFEZHRE L TR 572012 & 5
REFEZHTT DL E0NH 5D, WL ->T
iE. A B O OMIE & R 9B 7201, il
DR T B -LHF B T H P 72 RO RA
TE2THIENH D,

Engagement Documentation (Ref: Para. 31(f))

((5) FHEDXE) (F 3156 ZH)

A83.

Law, regulation or professional standards may
prescribe the time limits by which the
assembly of final engagement files for specific
types of engagements are to be completed.
Where no such time limits are prescribed in
law or regulation, the time limit may be
determined by the firm. In the case of
engagements conducted under the ISAs or
ISAEs, an appropriate time limit within which
to complete the assembly of the final
engagement file is ordinarily not more than 60

A83. % 31 IH (6) OME HIEE~OXSIZIE, A
FHITOH# I TFRICBWTEREZ 74 LD
AR 7R B A 5 T3 AMIRAERET HZ &N
GEEND, Bl BEOSEIX, @, *
OHIRITERREERND 60 BREEZBEZ 72
WHo L35,
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days after the date of the engagement report.

A84. The retention and maintenance  of | A84. EHITRIT 2 UEDOIRIE L MR IZIT, En
engagement documentation may include LR AT —HDOREIRRE =M. TR
managing the safe custody, integrity, | arggi: i3 ar MR OB 5 Bt B
accessibility or retrievability of the underly!ng BEEND - ERD D, EHICT 5 TEDH
and | mantenance ot ongagement| 1FEHEFHIIE 1TT 7Y =% 3 oA
documentation may involve the use of IT| &&NdIEMbD, KHFICHT LLEDTESR
applications. The integrity of engagement| Vi, 7&&B7Z <A, BINFE L IFHIBRS 7z
documentation may be compromised if it is| S ITKAICKDONTE L IIBHE LGS
altered, supplemented or deleted without o, HA b b R EEMRH S,
authorization to do so, or if it is permanently
lost or damaged.

A85. Law, regulation or professional standards may | A85. BEZx SHESHT AL 0 £ 4 175 D MBS

prescribe  the retention periods for
engagement documentation. If the retention
periods are not prescribed, the firm may
consider the nature of the engagements
performed by the firm and the firm’s
circumstances, including  whether the
engagement documentation is needed to
provide a record of matters of continuing
significance to future engagements. In the
case of engagements conducted under the
ISAs or ISAEs, the retention period is
ordinarily no shorter than five years from the
date of the engagement report, or, if later, the
date of the auditor's report on the group
financial statements, when applicable.

Z ORI, BlzIX, 2RI ES R LI
Hitkisi L CERE L 25 FHEOGHE LTHEH S
DB L EBEONECEE TG ITORIIC
JGC TR S, BERFREORGTEYIIL, ES%
DMNRFTE DI OV TIRAFWI 2 B D TV D Dy
EID M, MTESHEOREN WA —RIZ
RO LN RFHRIDGFIET 20 E I R ED
TR b L Z T 5, BEEREORTHIN &
L ClI stk EoaitRE 2B 3 2 R

(104F) NBEB LD, RWICL->TiE, =
ORFHM L v LEWREFHRNEY TH D &
THZELELHD, Fo, BEEFHEMEOEMTIC
OWTREFRTHD LI RGEAIIEIInIn b
FEWVEEFEHEAEY ThHD LT b5,

Resources (Ref: Para. 32)

{12. &R

(3 32 THZ )

A86. Resources for the purposes of the resources | A86. &JfIZIZLL FO L DONEENS,
component include:
e Human resources. NGO) ¢/
. Technological resources, for example, IT T av—&K BI2X, 1 T77Y 7
applications. —3 g ))
. Intellectual resources, for example, - HIEIR (Bl X, CEA RSN HHOF
written policies or procedures, a e RS
methodology or guides.
Financial resources are also relevant to the | F7-. BFIX. EEEETOANER., 77 /
system of quality management because they | o o —&JE K OVENROEIE 42 Fifs . BRI K ONHER;
are necessary for th?ining, developing and | 7 - w1 nBicd % = & MG EEEELS
tochnologioal  resources  and intetoctual | 7 4\C BBSEL TV B IHEOE L 57V
resources. Given that the management and igb\/y?\@%%%g‘§<%UE’;&ﬁ)E)‘ 7
allocation of financial resources is strongly NP AR =S =2y TOME AR, W
influenced by leadership, the quality| & EXRUSEE EOBLFHIIHLATLE LD
objectives in governance and leadership, such | (2. MJRICH XL L T\ 5D,
as those that address financial and
operational priorities, address financial
resources.
A87. Resources may be internal to the firm, or may | A87. &%, BAFEFTONIBIZH L5 HH

be obtained externally from the firm’s network,
another network firm or service provider.
Resources may be used in performing
activities within the firm’s system of quality
management, or in the performance of

WE, EEFEBTOXYy NI —7 0 Ry RU—
7o 77— AT —E R Ta AL X —LIn
STANENOLET LA L H D, BT, B
BEHEETOMEEE Y AT MBI D158 &2
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engagements as part of operating the system
of quality management. In circumstances
when a resource is obtained from the firm’s
network or another network firm, paragraphs
48-52 form part of the responses designed
and implemented by the firm in achieving the
objectives in this component.

MET HERC, TMEEHR AT AOEHDO—
BRE L THEBIESZITOBICRHHENG, Bh
FHEIOFXy NT—T7 XIFy NTI—2 « 77
— ANHEENPHEINDHAITIE, F 48R
DB 52 TN Z ORGSR O HIEZ KT 5
T BEEEHEINT VA K ONE AT D R
DO—Z=HERRT 5,

Human Resources

(1) AZEIR)

Hiring, Developing and Retaining Personnel and
Personnel Competence and Capabilities (Ref: Para.
32(a), 32(d))

(O EMEAOCEA. BRAVREER. XU
[CEMERQEMEREN) (8 32 T (1) KU 32
H () ZH)

A88. Competence is the ability of the individual to
perform a role and goes beyond knowledge of
principles, standards, concepts, facts, and
procedures; it is the integration and
application of  technical competence,
professional skills, and professional ethics,
values and attitudes. Competence can be
developed through a variety of methods,
including professional education, continuing
professional development, training, work
experience or coaching of less experienced
engagement team members by more
experienced engagement team members.

A88. WMEL X, HEER-TT-ODRESITH
0. JRHL R R, FELVFRICET S
IR 59, Hin07e8E /). P72 HHE,
WONCRRZER IR & U COmP, flEs & O,
REZHA L OEHT 28I TH S, I,
RS & L CoONME, Mk 7 k005
I L L CORENBHFE, FEHREER, REREE
BT — LD A N2 X DOV I A
F— LD A N —=~DIFEEDOR % 72 FIEIC X
D EIEDHZENTE D,

A89. Law, regulation or professional standards may
establish requirements addressing
competence and capabilities, such as
requirements for the professional licensing of
engagement partners, including requirements
regarding their professional education and
continuing professional development.

AB9. VEAE TR ENEMFZ & L CORAET,
TEEMEMZE & L CORHE, Akt 72k &
I & L CORENBIFRICEET 2 Bk FIHEZ S
T, ERETEOHMAF L L TOBEBEMHE,
W & RN KL T A ERFIEHEZED H 2 &N
HD,

A90. Examples of policies or procedures relating to
hiring, developing and retaining personnel

The policies or procedures designed and
implemented by the firm relating to hiring,
developing and retaining personnel may

address:

. Recruiting individuals who have, or are
able to develop, appropriate
competence.

. Training programs  focused on
developing the competence of personnel
and continuing professional
development.

. Evaluation = mechanisms that are
undertaken at appropriate intervals and
include competency areas and other
performance measures.

o Compensation, promotion and other
incentives, for all personnel, including
engagement partners and individuals
assigned roles and responsibilities
related to the firm’s system of quality
management.

A90. FEFMEEBOTRM, B USkieE H 2B
% J7 8 XA FHRe DB

HMEE OB, B Ok M (2 B L
T, BEEFBINT VA LEHT 27833
Fhld, LT OFRBITHLST D5 ENTE D,

WEEAT D, TERTLHIEDTED
N#F DEH]

BT B O F RR & MERER 7R SR RS &
L CORENFREICERE S TIAIMET 1 7
A

- Yk TN S D RES I BT Ot
DFHIEHEER & & Teat i /7 5

- ERETELOEEFSITOMEEHE Y A
T AICHEHET AEH E BT ARHI DY Toh
Frole, R COHMEEIIT WM, 7
HEEORZEOMDOA T 47

Personnel’'s Commitment to Quality and

(@ EMEEDRBFADISY AV HY
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Accountability and Recognition for Commitment to
Quality (Ref: Para. 32(b))

[ZREBADIZIY FAY MZBET3HHBAEERY
SEE) (5 32 TH (2) B HR)

A91. Timely evaluations and feedback help support
and promote the continual development of the
competence of personnel. Less formal
methods of evaluation and feedback may be
used, such as in the case of firms with fewer
personnel.

A9l. WERFOFEM & 7 ¢+ — R 71X, FHAER
DOREGERI 72 B i % 48 LIRHEd 2 DIT& o,
PG N D e W EERFE T ClE. EXUSESD
ORISR 7 4 — Ry 7 OFERHC L
BWZENRH D,

A92. Positive actions or behaviors demonstrated by
personnel may be recognized through various
means, such as through compensation,
promotion, or other incentives. In some
circumstances, simple or informal incentives
that are not based on monetary rewards may
be appropriate.

A92. HPHZEB | X o TREN DM 2 TEI X
IREBT, W, FEESUItho A T 40T
ORI FEEZBL GHESND Z &0
Do WRIIZ Ko THE, SEErsmz LS 720
B ST RB TR NA e T 0 78]
wHEEbd 5,

A93. The manner in which the firm holds personnel
accountable for actions or behaviors that
negatively affect quality, such as failing to
demonstrate a commitment to quality, develop
and maintain the competence to perform their
role or implement the firm’s responses as
designed, may depend on the nature of the
action or behavior, including its severity and
frequency of occurrence. Actions the firm may
take when personnel demonstrate actions or
behaviors that negatively affect quality may
include:

o Training or other professional
development.

. Considering the effect of the matter on
the evaluation, compensation, promotion
or other incentives of those involved.

o Disciplinary action, if appropriate.

A93. fMEA~DIAI v N AV FERIRVD, ZD
TR ERI-TT2ODOEMEN ZHEFF LR S L
eV, FREERFEENE L TCOXMNIGET A v
SINTZEDITIEE LW E W BB S
ITENCEE T, WEICEREL KTT, 2ok
9 7R HME B OITEICLREM TR L TRl R A
Mo HiEE, ZOERMESCREHEZ ST, 4
ATEICRBOMEIZ LD, FHMEENMEIZ
B L RIFTITHOCRB 2 R T BRI
FTAEL O A A 1TENCIZA RN E £ 5,

WHES T E OMEEFIZE & L TORESIBA%E

« BHE. HEN, FaEXIoA kT 4T
~DEE

WYt ALy

Individuals Obtained from External Sources (Ref:
Para. 32(c))

(@ SHEAILRELEANER) (F32HEO)
ZH)

A94. Professional standards may include
responsibilities for the engagement partner
regarding the appropriateness of resources.
For example, ISA 220 (Revised)' addresses
the responsibility of the engagement partner
for determining that sufficient and appropriate
resources to perform the engagement are
assigned or made available to the
engagement team in a timely manner in
accordance with the firm’s policies or
procedures.

5 ISA 220 (Revised), paragraph 25

A94. BEZEMHPIZR L L CoMUEIZIE, BIROE
GIEICRET D EREEEEOEENGEND 2 L
Wb, PlziE, BEEEETZESWEE 220 58
25 THIL., ¥B a2 FEhiT 57200+ 5ot
BN, BEEFEEHTOHE UL FHRIHE- T,
WA T — 22BN 0 4 TH TV D XEF]
HA[EETH 5 Z & T 2 BE B E(LH OB
o> T D,

Engagement Team Members Assigned to Each
Engagement (Ref: Para. 32(d))

(@ BEXBICRIVETOIADIEEF—LDAY
N—=) GF 32 TH(4) B

A95. Engagement team members may be assigned
to engagements by:

o The firm, including assigning personnel
from a service delivery center in the firm.

A95. BEERF— LD A N N—F, UTICk->TE
BIZEID L TConsdZ Endb b,
ARG (BEFBEITNOY—EX -7
YR — e B Z—NnEOHMEEDEY %
“ite, )
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o The firm’s network or another network
firm when the firm uses individuals from
the firm’s network or another network
firm to perform procedures on the
engagement (e.g., a component auditor
or a service delivery center of the
network or another network firm).

o A service provider when the firm uses
individuals from a service provider to
perform procedures on the engagement
(e.g., a component auditor from a firm
that is not within the firm’s network).

BEHGEATN, EBEFET 572 DICER
FHEHOX Y NI —7 FHxy hT—27 « 7
7 —AIFTET2E AT G AICBT
5. UEEEEEBTIOR Yy NU—7 dx v
NT—27 « 77 —5 BlziE, HERKEAL DR
BENTHLIRY NT—T « Ty —Ah, Fv h
T—J IRy hT—2 « 77 —ALDH—t
A e T UYNRY— e H—)

- BEEEEBIN, EEEERT L0 —
B s Fuang X—DFEEFHTHAIZE
5, UEh—E R - T, - (flx
X, BEEFEITOR Y N =7 HOBEEFE
FTMER N OBEENTH HEH)

A96. ISA 220 (Revised)!® addresses the|A96. BESELVET B SEE 020 5 26 18 (%, B
responsibility of the engagement partner to| o — A A L R— R OEEH ANF 2 S0
determine that members of the engagement DEPIZEN . kL U CRALE L EfiT 57
team, and any audtor's external experts and | o -4y AR & Fr T, MR CNBUI7RTEN 2
i o o s of e onguaprnt oo | 1<V O IS SR RILE
collectively have the appropriate competence ELTWD, %ﬁ%@?}%ﬁ%ﬁm% 600 I
and capabilities, including sufficient time, to| —7H#E) ¥ 18 L, 7 /—7EAICEHE L
perform the engagement. ISA 600" expands | THEi A& EHEL BAaWEE 220 2 &0 L 9 IZHEH
on how ISA 220 (Revised) is to be applied in THDZOWNWTHELTWS, EHIZEIY YT
relation to an audit of group financial SILAELRTF — KD A LR — DMK ORI
statlements.d Tge rr(]asp?nses desdi%ned aﬂd B U CEEB ST Lo CF WA o S &
implemente y the firm to address the - . - N
competence and capabilities of engagement AUBRIGIZIE, BUFIEBIT 5 78 T 5
team members assigned to the engagement Fo,
may include policies or procedures that
address:

e Information that may be obtained by the BEAFRBTORY NU—27 Xy hU—
engagement partner and factors to e 7y —ANTY—E R« TS H—)
consider in determining that the SED Y TOHNDE LS D, EHICE IV YT
engegement leam members sssned 0| DRGEET- A0 A BB

) . preel N = NI
assigned by the firm’s network, another jét&i@ﬁ@&@;:ﬁi?ﬁL‘éb\éb>§#lj
network firm or service provider, have iﬁé%c“%ﬁj—émﬁﬁﬁﬁﬁg\i LD
the competence and capabilities to (FRE Y A0S
perform the engagement.

e How concerns about the competence FRICEEEFETOR Yy NU—27 Xy U
and capabilities of engagement team — 7« 77— A XTI —E R - FTu g H—
members, in particular those assigned 2L S TEID YT HNEREF— LD R N
by the firm’s network, another network — DM OBE BT AR AN ED L 51z
firm or service provider, may be VS S 12 7o
resolved. * °

6 |SA 220 (Revised), paragraph 26

7 1SA 600, Special Considerations—Audits of

Group Financial Statements (Including the
Work of Component Auditors), paragraph
19
A97. The requirements in paragraphs 48-52 are | A97. FERRHAIOER A% S Tr. EEAEHEETTO R

also applicable when using individuals from
the firm’s network or another network firm on
an engagement, including component auditors

v NT—I XF%y NU—27 « 77— AR
T HHEEELEIHAT5E8120E, 5 48 T
OS2 HOERFIHGWEH I D (B 21X,
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(see, for example, paragraph A179).

A179 TESHR)

NZ AN

Technological Resources (Ref: Para. 32(f))

(@) T/ —&RY (F321H6)ZH)

A98. Technological resources, which are typically
IT applications, form part of the firm’'s IT
environment. The firm’s IT environment also
includes the supporting IT infrastructure and

the

IT processes and human resources

involved in those processes:

An IT application is a program or a set of
programs that is designed to perform a
specific function directly for the user or,
in some cases, for another application
program.

The IT infrastructure is comprised of the
IT network, operating systems, and
databases and their related hardware
and software.

The IT processes are the firm’s
processes to manage access to the IT
environment, manage program changes
or changes to the IT environment and
manage IT operations, which includes
monitoring the IT environment.

A8, I TT7FUr—vaitfEzEENDT 72/
Y —ERIE, EAFESTO ] TREO—H%
R 5, BEEFEBHO I TREICIL, Th i
FHZDITA7ZWNNCTT T A ROY
7 ut R CEET A ANERLEEND,

IT7 AV r—aréid, FIHEDORD
2. IEAIC koI T 7Y r— 3
VIR ADTEOIT, FEEOKEE & HEEE
ITTaE2icT VA anicrn 77 A%
Tu s LADESTHD,

ITAY>7Z&F, I TRy NU—7 F
N —F 4 U TV AT A, T—R_X— 2 KN
ZNHICEESTLNN— Ry 2T YT FT
TINDIER SIS,
s I T7rbBREE, I TRE~ODT 7 LA
PEHL, 7l T A AEESC ] TRECKT
LHEFEZEHL, [ TREOE=XV 7%
Gie ] TEHZEHT IEEFEHTO T atk
ATH D,

A99.

A technological resource may serve multiple
purposes within the firm and some of the
purposes may be unrelated to the system of
quality management. Technological resources
that are relevant for the purposes of this ISQM

are:

Technological resources that are directly
used in designing, implementing or
operating the firm’s system of quality
management;

Technological resources that are used
directly by engagement teams in the
performance of engagements; and
Technological resources that are
essential to enabling the effective
operation of the above, such as, in
relation to an IT application, the IT
infrastructure  and IT  processes
supporting the IT application.

Scalability examples to demonstrate how the
technological resources that are relevant for
the purposes of this ISQM may differ

In a less complex firm, the technological
resources may comprise a commercial
IT application used by engagement
teams, which has been purchased from
a service provider. The IT processes
that support the operation of the IT
application may also be relevant,
although they may be simple (e.g.,
processes for authorizing access to the
IT application and processing updates to

A99. T 7 uaU—E&RIT, BEFEHTOK XL 72
BRO=OIZRHEND Z BB, —H#DH
it MEEHEY AT ACEBRLRENZ LD
5o KMEEOHMICEEST 77 /Jav—§&
X, UTo LBy TH A,

BB AT O SEE S 2T 5 O 3
EHAICESZNICRE SN T 7 7 v v —&R

EHOERIZBWD CEARF — LMD EEFH
TAHTY ) ud—&JR

I T7 )V r—arvaw%z51TA7
TRl T7uav R4, oW RA2ER %
HRRIZT A7 OICARA K IeT 7 ) ay—&JR

AKIEEOHMICEET ST 7 /) v U—&HN
ED XD IZER D D =31 O ek D

BHETRWEEFEHCIX, 727/ rnY—
BERL, BEETF 20T 5, —Ee X .
TN, L—=NEEALTTRO T TT 7Y
T—TarnbiEInNsZ EnbsH, 1T
TV = arOEMEXETHI T A
24, BMTHDLNE LitZeunas, Bt
NHHZERHD WBxE, 1 TT7FVr—
a7 IR RAEARBTH T REARL]
TT7 7V —yarORFEAET L Tt
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the IT application). ),
e In a more complex firm, the K OBMERERSEGICIX, 77/ ny—

technological resources may be more
complex and may comprise:

Multiple IT applications, including
custom developed applications or
applications developed by the
firm’s network, such as:

IT applications used by
engagement teams (e.g.,
engagement software and
automated audit tools).

IT applications developed
and used by the firm to
manage aspects of the
system of quality
management (e.9., IT
applications to monitor
independence or assign
personnel to engagements).
The IT processes that support the
operation of these IT applications,
including the individuals
responsible for managing the IT
infrastructure and IT processes
and the firm's processes for
managing program changes to the
IT applications.

O

BT LI VEHETH Y, ETLU T OERS
N5 ENnH 5,
HAZLE LT TV r— 9 XX
EEEETOFR Yy NT—T BN LT 7
Vo—arzgte, UWFTDO XD o
I TT7 7Y r—vayw

BEAEF—LPHNHT2L2I T 7Y or—
vay (EXEYT7 FrvTRHEMEEN
7 EEAY Y — L)

© SWEEE Y AT AOREE OME &
T 5T OICEEFE IS L ORI
H1T77)r—vay GhNitEoE=
LY T NTHEB~OHEMEEDOE O
72D TT 7Y r—a %)

I TAV 7T/ Tk 2A0EHE
fFESe, 1 T7 XV r—Yvar~o7as
T LEREERST LD OERFEEIT O
ntRpl, NI TT 7Y r—va
COEREXET AT T rER

A100. The firm may consider the following matters

Al
in obtaining, developing, implementing and
maintaining an IT application:

The data
appropriate;
Confidentiality of the data is preserved;
The IT application operates as designed
and achieves the purpose for which it is
intended,;

inputs are complete and

The outputs of the IT application achieve
the purpose for which they will be used;

The general IT controls necessary to
support the IT application’s continued
operation as designed are appropriate;

The need for specialized skills to utilize
the IT application effectively, including
the training of individuals who will use
the IT application; and

The need to develop procedures that set
out how the IT application operates.

00. BEBEFHEAIL, [ T7 7Y r— 3 O
5. ¥, BALWHERIZBWT, IFOFIH
et A5G nH 5,

ADT—H N2 TH 5,

T —H OB MEE STV S,
I TT7 XV r—aii, THEALEBD
WCEIELTBY ., F-EKEINT- B A ER

15,
« I TT7Ur—> a7y Ty M,
FOFIHBER ZERT D,

s I TT7 XV r—varBNTFHFA U EBVIC
e L CENMET D Z & 2 KB D=0 E
7o 1T TRBGHlNEYTh 5,

s I TT7 V=2 ar AT AMOF
adte, 1 TT7 7V 7r—a 28R
T 5 72O OB I H Al D Bk

IT7 ) r—aryNEDOL D ICEMET
Bk o PEEZ B9 5 0 EE

A101.

The firm may specifically prohibit the use
of IT applications or features of IT applications
until such time that it has been determined
that they operate appropriately and have been
approved for use by the firm. Alternatively, the
firm may establish policies or procedures to

Al

01. BEEFHEINEL, [ T7 ) r— 3 05
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address circumstances when the engagement
team uses an IT application that is not
approved by the firm. Such policies or
procedures may require the engagement team
to determine that the IT application is
appropriate for use prior to using it on the
engagement, through considering the matters
in paragraph A100. ISA 220 (Revised)'®
addresses the engagement partner’s
responsibilities for engagement resources.

8 1SA 220 (Revised), paragraphs 25-28
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Intellectual Resources (Ref: Para. 32(g))

(@) FMER) 321510 ZH)

A102. Intellectual  resources include the
information the firm uses to enable the
operation of the system of quality
management and promote consistency in the
performance of engagements.

Examples of intellectual resources

Written policies or procedures, a
methodology, industry or subject matter-
specific guides, accounting guides,

standardized documentation or access to
information sources (e.g., subscriptions to
websites that provide in-depth information
about entities or other information that is

typically used in the performance of
engagements).
A103. Intellectual resources may be made

available through technological resources, for
example, the firm’s methodology may be
embedded in the IT application that facilitates
the planning and performance of the
engagement.
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Use of Technological and Intellectual Resources
(Ref: Para. 32(f)-32(g))
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A104. The firm may establish policies or
procedures regarding the use of the firm’s
technological and intellectual resources. Such
policies or procedures may:

o Require the use of certain IT
applications or intellectual resources in
the performance of engagements, or
relating to other aspects of the
engagement, such as in archiving the
engagement file.

o Specify the qualifications or experience
that individuals need to use the
resource, including the need for an
expert or training, for example, the firm
may specify the qualifications or
expertise needed to wuse an IT
application that analyzes data, given that
specialized skills may be needed to
interpret the results.
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o Specify the responsibilities of the
engagement partner regarding the use
of  technological and intellectual
resources.

o Set out how the technological or
intellectual resources are to be used,
including how individuals should interact
with an IT application or how the
intellectual resource should be applied,
and the availability of support or
assistance in using the technological or
intellectual resource.

77 v R O ER O FI B
TOEEBREEOBELEZWTLT 5.

© T Y= EEITHAERE LD XD

RS 20, £, 77 nP—EEXIE
N 2 13 2 BR oD SRR AR ORI T AT RE
PEEBET D,

Service Providers (Ref: Para. 16(v), 32(h))
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A105. In some circumstances, the firm may
use resources that are provided by a service
provider, particularly in circumstances when
the firm does not have access to the
appropriate resources internally.
Notwithstanding that a firm may use resources
from a service provider, the firm remains
responsible for its system of quality

management.

Examples of resources from a service
provider

. Individuals engaged to perform the firm’s

monitoring activities or engagement
quality reviews, or to provide
consultation on technical matters.

. A commercial IT application used to
perform audit engagements.

. Individuals performing procedures on the
firm’'s engagements, for example,
component auditors from other firms not
within the firm’s network or individuals
engaged to attend a physical inventory
count at a remote location.

. An auditor’s external expert used by the
firm to assist the engagement team in
obtaining audit evidence.
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A106. In identifying and assessing quality risks,
the firm is required to obtain an understanding
of the conditions, events, circumstances,
actions or inactions that may adversely affect
the achievement of the quality objectives,
which includes conditions, events,
circumstances, actions or inactions relating to
service providers. In doing so, the firm may
consider the nature of the resources provided
by service providers, how and the extent to
which they will be used by the firm, and the
general characteristics of the service
providers used by the firm (e.g., the varying
types of other professional services firms that
are used), in order to identify and assess
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quality risks related to the use of such
resources.

A107.

In determining whether a resource from
a service provider is appropriate for use in the
firm’s system of quality management or in the
performance of engagements, the firm may
obtain information about the service provider
and the resource they provide from a number
of sources. Matters the firm may consider
include:

o The related quality objective and quality
risks. For example, in the case of a
methodology from a service provider,
there may be quality risks related to the
quality objective in paragraph 32(g),
such as a quality risk that the service
provider does not update the
methodology to reflect changes in
professional standards and applicable
legal and regulatory requirements.

o The nature and scope of the resources,
and the conditions of the service (e.g., in
relation to an IT application, how often
updates will be provided, limitations on
the use of the IT application and how the
service provider addresses
confidentiality of data).

o The extent to which the resource is used
across the firm, how the resource will be
used by the firm and whether it is
suitable for that purpose.

. The extent of customization of the
resource for the firm.

o The firm’s previous use of the service
provider.

o The service provider’'s experience in the
industry and reputation in the market.
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A108.

The firm may have a responsibility to
take further actions in using the resource from
a service provider so that the resource
functions effectively. For example, the firm
may need to communicate information to the
service provider in order for the resource to
function effectively, or, in relation to an IT
application, the firm may need to have
supporting IT infrastructure and IT processes
in place.
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Information and Communication (Ref: Para. 33)

(13. 1A & =)
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A109.

Obtaining, generating or communicating
information is generally an ongoing process
that involves all personnel and encompasses
the dissemination of information within the firm
and externally. Information and
communication is pervasive to all components
of the system of quality management.

A109. THEEH OIS, Ak M=k, @, 27T

OEMEEICE#E L, FEEFHEITNI~D
BHMORELGUHEN2 e ATH D, 1§
WEAREIT, WEHEHEY AT LAOET OB
FNIRFIC BT 5,




1SQM 1

mERE 15

The Firm’s Information System (Ref: Para. 33(a))
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Reliable and relevant information
includes information that is accurate,
complete, timely and valid to enable the
proper functioning of the firm’s system of
quality management and to support decisions
regarding the system of quality management.

A110.
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A111. The information system may include the
use of manual or IT elements, which affect the
manner in which information is identified,
captured, processed, maintained and
communicated. The procedures to identify,
capture, process, maintain and communicate
information may be enforced through IT
applications, and in some cases may be
embedded within the firm’s responses for
other components. In addition, digital records
may replace or supplement physical records.

Scalability example to demonstrate how the
information system may be designed in a less
complex firm

Less complex firms with fewer personnel and
direct involvement of leadership may not need
rigorous policies and procedures that specify
how information should be identified,
captured, processed and maintained.
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Communication Within the Firm (Ref: Para. 33(b),
33(c))
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A112. The firm may recognize and reinforce the
responsibility of personnel and engagement
teams to exchange information with the firm
and with one another by establishing
communication channels to facilitate
communication across the firm.

Examples of communication among the firm,
personnel and engagement teams

° The firm communicates the responsibility
for implementing the firm’s responses to
personnel and engagement teams.

. The firm communicates changes to the
system of quality management to
personnel and engagement teams, to
the extent that the changes are relevant
to their responsibilities and enables
personnel and engagement teams to
take prompt and appropriate action in
accordance with their responsibilities.

o The firm communicates information that
is obtained during the firm’s acceptance
and continuance process that is relevant
to engagement teams in planning and
performing engagements.

° Engagement teams communicate to the
firm information about:
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The client that is obtained during
the performance of an
engagement that may have
caused the firm to decline the
client relationship or specific
engagement had that information
been known prior to accepting or
continuing the client relationship or
specific engagement.

The operation of the firm’s
responses (e.g., concerns about
the firm’s processes for assigning
personnel to engagements), which
in some cases, may indicate a
deficiency in the firm’s system of
quality management.

Engagement teams communicate
information to the engagement quality
reviewer or individuals providing
consultation.

Group engagement teams communicate
matters to component auditors in
accordance with the firm’s policies or
procedures, including matters related to
quality management at the engagement
level.

The individual(s) assigned operational
responsibility for compliance  with
independence requirements
communicates to relevant personnel and
engagement teams changes in the
independence requirements and the
firm’s policies or procedures to address
such changes.
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Communication with External Parties
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Communication to or within the Firm’s Network and

to Service Providers (Ref: Para. 33(d)(i)) S
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A113. In addition to the firm communicating

information to or within the firm’s network or to

a service provider, the firm may need to obtain
information from the network, a network firm
or a service provider that supports the firm in
the design, implementation and operation of

its system of quality management.

Example of information obtained by the firm
from within the firm’s network

The firm obtains information from the network
or other network firms about clients of other
network firms, where there are independence
requirements that affect the firm.
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Communication with Others External to the Firm
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(Ref: Para. 33(d)(ii))
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A114. Examples of when law, regulation or
professional standards may require the firm to
communicate information to external parties

o The firm becomes aware of non-
compliance with laws and regulations by
a client, and relevant ethical
requirements require the firm to report
the non-compliance with laws and
regulations to an appropriate authority
outside the client entity, or to consider
whether such reporting is an appropriate
action in the circumstances.

o Law or regulation requires the firm to
publish a transparency report and
specifies the nature of the information
that is required to be included in the
transparency report.

o Securities law or regulation requires the
firm to communicate certain matters to
those charged with governance.
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A115. In some cases, law or regulation may
preclude the firm from communicating
information related to its system of quality

management externally.

Examples of when the firm may be precluded
from communicating information externally

. Privacy or secrecy law or regulation
prohibits disclosure of certain
information.

. Law, regulation or relevant ethical
requirements include provisions
addressing the duty of confidentiality.

AL15. HFARIC K-> T, BEEFHEITIWEEE Y
2T L BE S BSOS~ DG A ES %
WX THIRENA Z LD 5,

BRI NN ~OHE RIS N 25460
%
A AR OB PR R R O IR N
EDEROBREEELE L TV DS

A% TR B3 2 BUE 3 PR
BICETOHEEZZATH LSS

Specified Responses (Ref: Para. 34)

(14. HEDHWL) (5 34 HSZH)

A116. The specified responses may address
multiple quality risks related to more than one
quality objective across different components.
For example, policies or procedures for
complaints and allegations may address
quality risks related to quality objectives in
resources (e.g., personnel's commitment to
quality), relevant ethical requirements and
governance and leadership. The specified
responses alone are not sufficient to achieve
the objectives of the system of quality
management.
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Relevant Ethical Requirements (Ref: Para. 34(a))
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A117. Relevant ethical requirements may
contain provisions regarding the identification
and evaluation of threats and how they are to
be addressed. For example, the IESBA Code
provides a conceptual framework for this
purpose and, in applying the conceptual
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framework, requires that the firm use the
reasonable and informed third party test.

M 2581203, BEFHEINE="E1DbAF
LI BB T A MRERZFIMT 5 2 & 220K
LCWn5,

A118. Relevant ethical requirements may
specify how the firm is required to respond to
a breach. For example, the IESBA Code sets
out requirements for the firm in the event of a
breach of the IESBA Code and includes
specific requirements addressing breaches of
the International Independence Standards,
which includes requirements for
communication with external parties.
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A119. Matters the firm may address relating to
breaches of the relevant ethical requirements

include:

o The communication of breaches of the
relevant  ethical requirements to
appropriate personnel;

o The evaluation of the significance of a
breach and its effect on compliance with
relevant ethical requirements;

. The actions to be taken to satisfactorily
address the consequences of a breach,
including that such actions be taken as
soon as practicable;

. Determining whether to report a breach
to external parties, such as those
charged with governance of the entity to
which the breach relates or an external
oversight authority; and

° Determining the appropriate actions to
be taken in relation to the individual(s)
responsible for the breach.
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Complaints and Allegations (Ref: Para. 34(c))

(2 FHREFFBORILT) (F 34 HEG)ZM)

A120. Establishing policies or procedures for
dealing with complaints and allegations may
assist the firm in preventing engagement
reports from being issued that are
inappropriate. It also may assist the firm in:

o Identifying and dealing with individuals,
including leadership, who do not act or
behave in a manner that demonstrates a
commitment to quality and supports the
firm’s commitment to quality; or

o Identifying deficiencies in the system of
quality management.
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A121. Complaints and allegations may be
made by personnel, or others external to the
firm (e.g., clients, component auditors or
individuals within the firm’s network).
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Information That Becomes Known Subsequent to
Accepting or Continuing a Client Relationship or
Specific Engagement (Ref. Para. 34(d))
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A122. Information that becomes known
subsequent to accepting or continuing a client
relationship or specific engagement may:

o Have existed at the time of the firm’s
decision to accept or continue the client
relationship or specific engagement and
the firm was not aware of such
information; or

o Relate to new information that has
arisen since the decision to accept or
continue the client relationship or
specific engagement.

Examples of matters addressed in the firm’s
policies or procedures for circumstances when
information becomes known subsequent to
accepting or continuing a client relationship or
specific engagement that may have affected
the firm’s decision to accept or continue a
client relationship or specific engagement
. Undertaking consultation within the firm
or with legal counsel.

. Considering whether there is a
professional, legal or regulatory
requirement for the firm to continue the
engagement.

o Discussing with the appropriate level of
the client’'s management and with those
charged with governance or the
engaging party the action that the firm
might take based on the relevant facts
and circumstances.

o When it is determined that withdrawal is
an appropriate action:

o Informing the client's management
and those charged with
governance or the engaging party
of this decision and the reasons for
the withdrawal.

o Considering whether there is a
professional, legal or regulatory
requirement for the firm to report
the withdrawal from the
engagement, or from both the
engagement and the client
relationship, together with the
reasons for the withdrawal, to
regulatory authorities.
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A123. In some circumstances, jurisdictional law
or regulation may impose an obligation on the
firm to accept or continue a client
engagement, or in the case of the public
sector, the firm may be appointed through
statutory provisions.

Example of matters addressed in the firm’s
policies or procedures in circumstances when
the firm is obligated to accept or continue an
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engagement or the firm is unable to withdraw

from an engagement, and the firm is aware of

information that would have caused the firm to

decline or discontinue the engagement

o The firm considers the effect of the
information on the performance of the

engagement.
o The firm communicates the information
to the engagement partner, and

requests the engagement partner to
increase the extent and frequency of the
direction and supervision of the
engagement team members and review
of their work.

o The firm assigns more experienced
personnel to the engagement.

. The firm determines that an engagement
quality review should be performed.

Communication with External Parties (Ref. Para:
34(e))

(@) sEEDasa=4H5r—3Y)
(5) &)

(% 34 I8

A124. The firm’s ability to maintain stakeholder
confidence in the quality of its engagements
may be enhanced through relevant, reliable
and transparent communication by the firm
about the activities that it has undertaken to
address quality, and the effectiveness of
those activities.

A125. External parties who may use
information about the firm’s system of quality
management, and the extent of their interest
in the firm’s system of quality management,
may vary based on the nature and
circumstances of the firm and its
engagements.

Examples of external parties who may use
information about the firm’s system of quality
management

o Management or those charged with
governance of the firm’s clients may use
the information to determine whether to
appoint the firm to perform an
engagement.

° External oversight authorities may have
indicated a desire for the information to
support their responsibilities in
monitoring the quality of engagements
across a  jurisdiction and in
understanding the work of firms.

. Other firms who use the work of the firm
in the performance of engagements
(e.g., in relation to a group audit) may
have requested such information.

° Other users of the firm’s engagement
reports, such as investors who use
engagement reports in their decision
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making, may have indicated a desire for
the information.

A126.

The information about the system of
quality management provided to external
parties, including information communicated
to those charged with governance about how
the system of quality management supports
the consistent performance of quality
engagements, may address such matters as:
o The nature and circumstances of the

firm, such as the organizational

structure, business model, strategy and
operating environment.

o The firm’s governance and leadership,
such as its culture, how it demonstrates
a commitment to quality, and assigned
roles, responsibilities and authority with
respect to the system of quality
management.

o How the firm fulfills its responsibilities in
accordance  with relevant ethical
requirements, including those related to
independence.

o Factors that contribute to quality
engagements, for example, such
information may be presented in the
form of engagement quality indicators
with narrative to explain the indicators.

o The results of the firm’s monitoring
activities and external inspections, and
how the firm has remediated identified
deficiencies or is otherwise responding
to them.

o The evaluation undertaken in
accordance with paragraphs 53-54 of
whether the system of quality
management provides the firm with
reasonable assurance  that the
objectives of the system are being
achieved and the conclusion thereon,
including the basis for the judgments
made in undertaking the evaluation and
concluding.

o How the firm has responded to emerging
developments and changes in the
circumstances of the firm or its
engagements, including how the system
of quality management has been
adapted to respond to such changes.

o The relationship between the firm and
the network, the overall structure of the
network, a description of network
requirements and network services, the
responsibilities of the firm and the
network (including that the firm is
ultimately responsible for the system of
quality management), and information
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about the overall scope and results of
network monitoring activities across the
network firms.

mERE 1
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Communication with Those Charged with
Governance (Ref. Para: 34(e)(i))

(D EBEE/RELOII2=H—3Y)
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A127. How the communication with those
charged with governance is undertaken (i.e.,
by the firm or the engagement team) may
depend on the firm’s policies or procedures
and the circumstances of the engagement.

A127. BERESE L Da o= —2 g3 DNk
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A128. ISA 260 (Revised) deals with the
auditor’s responsibility to communicate with
those charged with governance in an audit of
financial statements, and addresses the
auditor's determination of the appropriate
person(s) within the entity’s governance
structure with whom to communicate'® and the
communication process.?° In some
circumstances, it may be appropriate to
communicate with those charged with
governance of entities other than listed
entities (or when performing  other
engagements), for example, entities that may
have public interest or public accountability
characteristics, such as:

. Entities that hold a significant amount of
assets in a fiduciary capacity for a large

number of stakeholders including
financial institutions, such as certain
banks, insurance companies, and

pension funds.

. Entities with a high public profile, or
whose management or owners have a
high public profile.

. Entities with a large number and wide
range of stakeholders.

% ISA 260 (Revised), Communication with
Those Charged with Governance,
paragraphs 11-13

20 |SA 260 (Revised), paragraphs 18-22
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Public sector considerations

A129. The firm may determine it is appropriate
to communicate to those charged with
governance of a public sector entity about
how the firm’s system of quality management
supports the consistent performance of quality
engagements, taking into account the size
and complexity of the public sector entity, the
range of its stakeholders, the nature of the

services it provides, and the role and
responsibilities of those charged with
governance.

A129. RE

Determining When it is Otherwise Appropriate to
Communicate with External Parties (Ref. Para:

34(e)(ii)
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A130. The firm’s determination of when it is
appropriate to communicate with external
parties about the firm’s system of quality
management is a matter of professional
judgment and may be influenced by matters
such as:

o The types of engagements performed by
the firm, and the types of entities for

which such engagements are
undertaken.

. The nature and circumstances of the
firm.

o The nature of the firm’s operating
environment, such as customary
business practice in the firm’s
jurisdiction and the characteristics of the
financial markets in which the firm
operates.

o The extent to which the firm has already
communicated with external parties in
accordance with law or regulation (i.e.,
whether  further communication is
needed, and if so, the matters to be
communicated).

o The expectations of stakeholders in the
firm’s  jurisdiction, including  the
understanding and interest that external
parties have expressed about the
engagements undertaken by the firm,
and the firm’s processes in performing
the engagements.

o Jurisdictional trends.

o The information that is already available
to external parties.

o How external parties may use the
information, and their general
understanding of matters related to
firms’ system of quality management
and audits or reviews of financial
statements, or other assurance or
related services engagements.

o The public interest benefits of external
communication and whether it would
reasonably be expected to outweigh the
costs (monetary or otherwise) of such
communication.

The above matters may also affect the

information provided by the firm in the

communication, and the nature, timing and
extent and appropriate form of
communication.
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Nature, Timing and Extent and Appropriate Form of
Communication with External Parties (Ref. Para:
34(e)(iii))
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A131. The firm may consider the following
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attributes in preparing information that is

communicated to external parties:

o The information is specific to the
circumstances of the firm. Relating the
matters in the firm’s communication
directly to the specific circumstances of
the firm may help to minimize the
potential that such information becomes
overly standardized and less useful over
time.

o The information is presented in a clear
and understandable manner, and the
manner of presentation is neither
misleading nor would inappropriately
influence the users of the
communication (e.g., the information is
presented in a manner that is
appropriately balanced towards positive
and negative aspects of the matter being
communicated).

o The information is accurate and
complete in all material respects and
does not contain information that is
misleading.

o The information takes into consideration
the information needs of the users for
whom it is intended. In considering the
information needs of the users, the firm
may consider matters such as the level
of detail that users would find
meaningful and whether users have
access to relevant information through
other sources (e.g., the firm’s website).
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A132.

The firm uses professional judgment in
determining, in the circumstances, the
appropriate form of communication with the
external party, including communication with
those charged with governance when
performing an audit of financial statements of
listed entities, which may be made orally or in
writing. Accordingly, the form of
communication may vary.

Examples of form of communication to

external parties

. A publication such as a transparency
report or audit quality report.

° Targeted written communication to
specific stakeholders (e.g., information
about the results of the firm’s monitoring
and remediation process).

. Direct conversations and interactions
with the external party (e.g., discussions
between the engagement team and
those charged with governance).

. A webpage.

o Other forms of digital media, such as
social media, or interviews or
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presentations via webcast or video.
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Engagements Subject to an Engagement Quality
Review

Engagement Quality Review Required by Law or
Regulation (Ref: Para. 34(f)(ii))
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A133. K&

A133. Law or regulation may require an
engagement quality review to be performed,
for example, for audit engagements for
entities that:

. Are public interest entities as defined in
a particular jurisdiction;

. Operate in the public sector or which are
recipients of government funding, or
entities with public accountability;

. Operate in certain industries (e.g.,
financial institutions such as banks,
insurance companies and pension
funds);

. Meet a specified asset threshold; or

. Are under the management of a court or
judicial process (e.g., liquidation).

Engagement Quality Review as a Response to

Address One or More Quality Risk(s) (Ref: Para.

34(f)(iii))

A134. The firm’s understanding of the|A134. k&

conditions, events, circumstances, actions or
inactions that may adversely affect the
achievement of the quality objectives, as
required by paragraph 25(a)(ii), relates to the
nature and circumstances of the engagements
performed by the firm. In designing and
implementing responses to address one or
more quality risk(s), the firm may determine
that an engagement quality review is an
appropriate response based on the reasons
for the assessments given to the quality risks.

Examples of conditions, events,

circumstances, actions or inactions giving rise

to one or more quality risk(s) for which an

engagement quality review may be an

appropriate response

Those relating to the types of engagements

performed by the firm and reports to be

issued:

. Engagements that involve a high level of
complexity or judgment, such as:

o Audits of financial statements for
entities operating in an industry
that typically has accounting
estimates with a high degree of
estimation uncertainty (e.g., certain
large financial institutions or mining
entities), or for entities for which
uncertainties exist related to
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events or conditions that may cast
significant doubt on their ability to
continue as a going concern.

o Assurance engagements that
require specialized skills and
knowledge in measuring or
evaluating the underlying subject
matter against the applicable
criteria (e.g., a greenhouse gas
statement in which there are
significant uncertainties associated
with  the quantities reported
therein).

. Engagements on which issues have
been encountered, such as audit
engagements with recurring internal or

external inspection findings,
unremediated significant deficiencies in
internal  control, or a material

restatement of comparative information

in the financial statements.

. Engagements for which  unusual
circumstances have been identified
during the firm’s acceptance and
continuance process (e.g., a new client
that had a disagreement with its
previous auditor or assurance
practitioner).

. Engagements that involve reporting on
financial or non-financial information that
is expected to be included in a
regulatory filing, and that may involve a
higher degree of judgment, such as pro
forma financial information to be
included in a prospectus.

Those relating to the types of entities for

which engagements are undertaken:

. Entities in emerging industries, or for
which the firm has no previous
experience.

. Entities for which concerns were
expressed in communications from
securities or prudential regulators.

o Entities other than listed entities that
may have public interest or public
accountability characteristics, for
example:

o Entities that hold a significant
amount of assets in a fiduciary
capacity for a large number of
stakeholders including financial
institutions, such as certain banks,
insurance companies, and pension
funds for which an engagement
quality review is not otherwise
required by law or regulation.

o Entities with a high public profile,
or whose management or owners
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have a high public profile.
o Entities with a large number and
wide range of stakeholders.

A135. The firm’s responses to address quality
risks may include other forms of engagement
reviews that are not an engagement quality
review. For example, for audits of financial
statements, the firm’s responses may include
reviews of the engagement team’s procedures
relating to significant risks, or reviews of
certain significant judgments, by personnel
who have specialized technical expertise. In
some cases, these other types of engagement
reviews may be undertaken in addition to an
engagement quality review.
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A136. In some cases, the firm may determine
that there are no audits or other engagements
for which an engagement quality review or
another form of engagement review is an
appropriate response to address the quality
risk(s).

A136. RFE

Public sector considerations

A137. The nature and circumstances of public
sector entities (e.g., due to their size and
complexity, the range of their stakeholders, or
the nature of the services they provide) may
give rise to quality risks. In these
circumstances, the firm may determine that an
engagement quality review is an appropriate
response to address such quality risks. Law or
regulation may establish additional reporting
requirements for the auditors of public sector
entities (e.g., a separate report on instances
of non-compliance with law or regulation to
the legislature or other governing body or
communicating such instances in the auditor’s
report on the financial statements). In such
cases, the firm may also consider the
complexity of such reporting, and its
importance to users, in determining whether

A137. RFE

an engagement quality review is an

appropriate response.
Monitoring and Remediation Process (Ref: Para. | (15. £E=4 )Y RUKEFOLR) (% 35
35-47) IO 8 47 TAB )
A138. In addition to enabling the evaluation of [ A138. E=% U o 7 K kE S =t 2L, SEE

the system of quality management, the
monitoring and remediation process facilitates
the proactive and continual improvement of
engagement quality and the system of quality
management. For example:
o Given the inherent

system of quality management,

limitations of a
the
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firm’s identification of deficiencies is not
unusual and it is an important aspect of
the system of quality management,
because prompt identification  of
deficiencies enables the firm to
remediate them in a timely and effective
manner, and contributes to a culture of
continual improvement.

o The monitoring activities may provide
information that enables the firm to
prevent a deficiency through responding
to a finding that could, over a period of
time, lead to a deficiency.
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Designing and Performing Monitoring Activities
(Ref: Para. 37-38)
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A139.

The firm’s monitoring activities may
comprise a combination of ongoing monitoring
activities and periodic monitoring activities.
Ongoing monitoring activities are generally
routine activities, built into the firm’s
processes and performed on a real-time
basis, reacting to changing conditions.
Periodic monitoring activities are conducted at
certain intervals by the firm. In most cases,
ongoing  monitoring  activities  provide
information about the system of quality
management in a timelier manner.
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A140.

Monitoring activities may include the
inspection of in-process engagements.
Inspections of engagements are designed to
monitor that an aspect of the system of quality
management is designed, implemented and
operating in the manner intended. In some
circumstances, the system of quality
management may include responses that are
designed to review engagements while they
are in the process of being performed that
appear similar in nature to an inspection of in-
process engagements (e.g., reviews that are
designed to detect failures or shortcomings in
the system of quality management so that
they can prevent a quality risk from occurring).
The purpose of the activity will guide its
design and implementation, and where it fits
within the system of quality management (i.e.,
whether it is an inspection of an in-process
engagement that is a monitoring activity or a
review of an engagement that is a response to
address a quality risk).
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A141.

The nature, timing and extent of the
monitoring activities may also be affected by
other matters, including:

. The size, structure and organization of
the firm.

. The involvement of the firm’s network in
monitoring activities.
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. The resources that the firm intends to
use to enable monitoring activities, such
as the use of IT applications.
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A142. When performing monitoring activities,
the firm may determine that changes to the
nature, timing and extent of the monitoring
activities are needed, such as when findings
indicate the need for more extensive
monitoring activities.
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The Design of the Firm’s Risk Assessment Process
and Monitoring and Remediation Process (Ref:
Para. 37(c))
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A143. How the firm’s risk assessment process
is designed (e.g., a centralized or
decentralized process, or the frequency of
review) may affect the nature, timing and
extent of the monitoring activities, including
monitoring activities over the firm’s risk
assessment process.
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A144. How the firm’s monitoring and
remediation process is designed (i.e., the
nature, timing and extent of the monitoring
and remediation activities, taking into account
the nature and circumstances of the firm) may
affect the monitoring activities undertaken by
the firm to determine whether the monitoring
and remediation process is achieving the
intended purpose as described in paragraph
35.

Scalability example to demonstrate the
monitoring activities for the monitoring and
remediation process

° In a less complex firm, the monitoring
activites may be simple, since
information about the monitoring and
remediation process may be readily
available in the form of leadership’s
knowledge, based on their frequent
interaction with the system of quality
management, of the nature, timing and
extent of the monitoring activities
undertaken, the results of the monitoring
activities, and the firm’'s actions to
address the results.

° In @ more complex firm, the monitoring
activities for the monitoring and
remediation process may be specifically
designed to determine that the
monitoring and remediation process is
providing relevant, reliable and timely
information about the system of quality
management, and responding
appropriately to identified deficiencies.

Al44, BEEEEFTOE=F Y L VR OWE T 1t
AMEDLINTFA SN TWDEN (T72b
b, EEFEESTOEER RN EEZE LT, £
=2V TR OUGEEB ONE, R & OV
) X, E=XV 7 RO%ET v 2BHERRN
E3HICHESN TS HBZER L TWS
NE MM DI ET 2 E=2 U
TR B E 52D R D,

TR ) RO ET O AKT HE=H
U > 7 G s % s H O 2R M D45

BHETHRWEEFBECIL, BN sE
=&V U 7IREIONS, R L O, £=
KU v TIREIORER . M ON M 5%k BT kL
THIODOERFHEHOITE S Vol E=H
Vo 7RO %ES T AT AR Y, A
EETESENWEEHE Y AT AZERMICE
DL ELIZESTHEGIAFAETH LT
b, F=HX VT RONSGET v R IHT D
E=H Y CIRENIHEMTH S0 Lt/
A

KB FHIIICBW T, E=4
VL RO ET O AN NEEE Y 2T A
(2B 5 BBV A0 CIE D & < ERE R
WAL TWD Z & F S A
IR L CWD Z EVHITCcE 5 L9
12, FE=X ) T ROSGET R ZxT D
=K Y TIREDEBNCT A v S
H L7y,

Changes in the System of Quality Management
(Ref: Para. 37(d))
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A145. Changes in the system of quality [ A145. SWEEH I AT LAOEFIZIE, LFXEE
management may include: N5,
e Changes to address an identified B E LY AT AOFR] S AT AT
deficiency in the system of quality TAEDDOEE
management.

. Changes to the quality objectives, quality
risks or responses as a result of
changes in the nature and
circumstances of the firm and its
engagements.

When changes occur, previous monitoring
activities undertaken by the firm may no
longer provide the firm with information to
support the evaluation of the system of quality
management and, therefore, the firm’s
monitoring activities may include monitoring of
those areas of change.
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Previous Monitoring Activities (Ref: Para. 37(e))
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A146. The results of the firm's previous
monitoring activities may indicate areas of the
system where a deficiency may arise,
particularly areas where there is a history of

identified deficiencies.
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A147. Previous monitoring activities
undertaken by the firm may no longer provide
the firm with information to support the
evaluation of the system, including on areas of
the system of quality management that have
not changed, particularly when time has
elapsed since the monitoring activities were

undertaken.
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Other Relevant Information (Ref: Para. 37(f))
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A148. In addition to the sources of information
indicated in paragraph 37(f), other relevant
information may include:

. Information communicated by the firm’s
network in accordance with paragraphs
50(c) and 51(b) about the firm’s system
of quality management, including the
network requirements or network
services that the firm has included in its
system of quality management.

. Information communicated by a service
provider about the resources the firm
uses in its system of quality
management.

. Information from regulators about the

entities for whom the firm performs
engagements, which is made available
to the firm, such as information from a
securities regulator about an entity for
whom the firm performs engagements
(e.g., irregularities in the entity’s financial
statements).
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A149. The results of external inspections or
other relevant information, both internal and
external, may indicate that previous
monitoring activities undertaken by the firm
failed to identify a deficiency in the system of
quality management. This information may
affect the firm’s consideration of the nature,
timing and extent of the monitoring activities.
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A150. External inspections are not a substitute
for the firm’s internal monitoring activities.
Nevertheless, the results of external
inspections inform the nature, timing and
extent of the monitoring activities.
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Engagement Inspections (Ref: Para. 38)
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A151. Examples of matters in paragraph 37
that may be considered by the firm in

selecting completed engagements for

inspection

. In relation to the conditions, events,
circumstances, actions or inactions
giving rise to the quality risks:
o The types of engagements

performed by the firm, and the
extent of the firm’s experience in
performing the type of
engagement.

o The types of entities for which
engagements are undertaken, for

example:

o Entities that are listed.

o Entities operating in
emerging industries.

o Entities operating in

industries associated with a
high level of complexity or
judgment.

o Entities operating in an
industry that is new to the
firm.

o The tenure and experience of
engagement partners.

o The results of previous inspections of
completed engagements, including for
each engagement partner.

. In relation to other relevant information:

o Complaints or allegations about an
engagement partner.

o The results of external inspections,
including for each engagement
partner.

o The results of the firm’s evaluation
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A152. The firm may undertake multiple | A152. BEEEBFHATL. 58 7 LI2ER EB OGRS

monitoring activities, other than inspection of
completed engagements, that focus on
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determining whether engagements have

complied with policies or procedures. These

monitoring activities may be undertaken on

certain  engagements or engagement

partners. The nature and extent of these

monitoring activities, and the results, may be

used by the firm in determining:

o Which completed engagements to select
for inspection;

o Which engagement partners to select for
inspection;

o How frequently to select an engagement
partner for inspection; or

o Which aspects of the engagement to
consider when performing the inspection
of completed engagements.

M T, oD =HF Y o JiEE & Ehfi
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A153. The inspection of completed
engagements for engagement partners on a
cyclical basis may assist the firm in monitoring
whether engagement partners have fulfilled
their overall responsibility for managing and
achieving quality on the engagements they
are assigned to.

Example of how a firm may apply a cyclical
basis for the inspection of completed
engagements for each engagement partner
The firm may establish policies or procedures
addressing the inspection of completed
engagements that:

o Set forth the standard period of the
inspection cycle, such as the inspection
of a completed engagement for each
engagement partner performing audits
of financial statements once every three
years, and for all other engagement
partners, once every five years;

o Set out the criteria for selecting
completed engagements, including that
for an engagement partner performing
audits of financial statements, the
engagement(s) selected include an audit
engagement;

. Address selecting engagement partners
in a manner that is unpredictable; and

. Address when it is necessary or
appropriate  to select engagement
partners more, or less, frequently than
the standard period set out in the policy,
for example:

o The firm may select engagement
partners more frequently than the
standard period set out in the
firm’s policy when:

o Multiple deficiencies have
been identified by the firm
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that have been evaluated as
severe, and the firm
determines that a more
frequent cyclical inspection is
needed across all
engagement partners.

. The engagement partner
performs engagements for
entities operating in a certain
industry where there are high
levels of complexity or
judgment.

o An engagement performed
by the engagement partner
has been subject to other
monitoring activities, and the
results of  the other
monitoring activities were
unsatisfactory.

o The engagement partner has
performed an engagement
for an entity operating in an
industry in  which the
engagement parther has
limited experience.

o The engagement partner is a
newly appointed engagement
partner, or has recently
joined the firm from another
firm or another jurisdiction.

o The firm may defer the selection of —
the engagement partner (e.g.,
deferring for a year beyond the
standard period set out in the
firm’s policy) when:

o Engagements performed by
the engagement partner have
been subject to other
monitoring activities during
the standard period set out in
the firm’s policy; and

o The results of the other
monitoring activities provide
sufficient information about
the engagement partner (i.e.,
performing the inspection of
completed engagements
would unlikely provide the
firm with further information
about the engagement
partner).
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A154. The matters considered in an inspection | A154. EEREBORGEICB W TEB I FE

of an engagement depend on how the X

. BB AT AT ) T A0

inspection will be used to monitor the system RN ED LS IR SN AL A, @
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inspection of an engagement includes
determining that responses that are
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implemented at the engagement level (e.g.,
the firm’s policies and procedures in respect
of engagement performance), have been
implemented as designed and are operating
effectively.

BT O I8 OFfe) H3EEi S 4. F IR
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Individuals Performing the Monitoring Activities
(Ref: Para. 39(b))
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A155. The provisions of relevant ethical
requirements are relevant in designing the
policies or procedures addressing the
objectivity of the individuals performing the
monitoring activities. A self-review threat may
arise when an individual who performs:

o An inspection of an engagement was:

o In the case of an audit of financial
statements, an engagement team
member or the engagement quality
reviewer of that engagement or an
engagement for a subsequent
financial period; or

o For all other engagements, an
engagement team member or the
engagement quality reviewer of
that engagement.

o Another type of monitoring activity had
participated in designing, executing or
operating the response being monitored.
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A156. In some circumstances, for example, in
the case of a less complex firm, there may not
be personnel who have the competence,
capabilities, time or objectivity to perform the
monitoring activities. In these circumstances,
the firm may use network services or a service
provider to perform the monitoring activities.
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Evaluating Findings and Identifying Deficiencies
(Ref: Para. 16(a), 40—41)
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A157. The firm accumulates findings from the
performance of monitoring activities, external
inspections and other relevant sources.
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A158. Information accumulated by the firm
from the monitoring activities, external
inspections and other relevant sources may
reveal other observations about the firm’s
system of quality management, such as:

. Actions, behaviors or conditions that
have given rise to positive outcomes in
the context of quality or the
effectiveness of the system of quality
management; or

o Similar circumstances where no findings
were noted (e.g., engagements where
no findings were noted, and the
engagements have a similar nature to

A158. E=# U 7IE#E), SMBOMREEK UMD B
HS 2 TEHIR ) DA FE T OVER L
X, BEEFHETOMEEE S AT ML T,
FKRAFHUANDOFTRAZ LT E0n3H 5,

E TSRS 2T DO RMEDELH
ME, HFERE S 7S L T8, BE TR

=Y ot
Re

« HPORBTORFFEROFE (21X,
B RFEIEND - T ES L MEENEBLL T
WD HDDIE RN - T ERER)




1SQM 1

the engagements where findings were

noted).
Other observations may be useful to the firm
as they may assist the firm in investigating the
root cause(s) of identified deficiencies,
indicate practices that the firm can support or
apply more extensively (e.g., across all
engagements) or highlight opportunities for
the firm to enhance the system of quality
management.
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A159. The firm  exercises  professional
judgment in determining whether findings,
individually or in combination with other
findings give rise to a deficiency in the system
of quality management. In making the
judgment, the firm may need to take into
account the relative importance of the findings
in the context of the quality objectives, quality
risks, responses or other aspects of the
system of quality management to which they
relate. The firm’s judgments may be affected
by quantitative and qualitative factors relevant
to the findings. In some circumstances, the
firm may determine it appropriate to obtain
more information about the findings in order to
determine whether a deficiency exists. Not all
findings, including engagement findings, will
be a deficiency.
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A160. Examples of quantitative and qualitative
factors that a firm may consider in determining
whether findings give rise to a deficiency

Quality Risks and Responses

o If the findings relate to a response:
o How the response is designed, for
example, the nature of the
response, the frequency of its

occurrence (if applicable), and the
relative  importance  of the
response to addressing the quality
risk(s) and achieving the quality
objective(s) to which it relates.

o The nature of the quality risk to
which the response relates, and
the extent to which the findings
indicate that the quality risk has
not been addressed.

o Whether there are other responses
that address the same quality risk
and whether there are findings for
those responses.

Nature of the Findings

Pervasiveness

o The nature of the findings. For example,
findings related to leadership actions
and behaviors may be qualitatively
significant, given the pervasive effect

and Their
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this could have on the system of quality
management as a whole.

o Whether the findings, in combination
with other findings, indicate a trend or
systemic issue. For example, similar
engagement findings that appear on
multiple engagements may indicate a
systemic issue.

Extent of Monitoring Activity and Extent of

Findings

o The extent of the monitoring activity from
which the findings arose, including the
number or size of the selections.

o The extent of the findings in relation to
the selection covered by the monitoring
activity, and in relation to the expected
deviation rate. For example, in the case
of inspection of engagements, the
number of engagements selected where
the findings were identified, relative to
the total number of engagements
selected, and the expected deviation
rate set by the firm.
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A161. Evaluating findings and identifying
deficiencies and evaluating the severity and
pervasiveness of an identified deficiency,
including investigating the root cause(s) of an
identified deficiency, are part of an iterative
and non-linear process.

Examples of how the process of evaluating

findings and identifying deficiencies,

evaluating identified deficiencies, including

investigating the root cause(s) of identified

deficiencies, is iterative and non-linear

° In investigating the root cause(s) of an
identified deficiency, the firm may
identify a circumstance that has
similarities to other circumstances where
there were findings that were not
considered a deficiency. As a result, the
firm adjusts its evaluation of the other
findings and classifies them as a

deficiency.
. In evaluating the severity and
pervasiveness of an identified

deficiency, the firm may identify a trend
or systemic issue that correlates with
other findings that are not considered
deficiencies. As a result, the firm adjusts
its evaluation of the other findings and
also classifies them as deficiencies.
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A162. The results of monitoring activities,
results of external inspections and other
relevant information (e.g., network monitoring
activities or complaints and allegations) may

reveal information about the effectiveness of
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the monitoring and remediation process. For
example, the results of external inspections
may provide information about the system of
quality management that has not been
identified by the firm’s monitoring and
remediation process, which may highlight a
deficiency in that process.

B4 2EWmE L0720 5, BlzIX, 4+
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Evaluating Identified Deficiencies (Ref: Para. 41)

(6) #AShE-FiEOFHE 41 HSH)
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A163. Factors the firm may consider in
evaluating the severity and pervasiveness of
an identified deficiency include:

. The nature of the identified deficiency,
including the aspect of the firm’s system
of quality management to which the
deficiency relates, and whether the
deficiency is in the design,
implementation or operation of the
system of quality management;

o In the case of identified deficiencies
related to responses, whether there are
compensating responses to address the

quality risk to which the response
relates;
o The root cause(s) of the identified

deficiency;

o The frequency with which the matter
giving rise to the identified deficiency
occurred; and

o The magnitude of the identified
deficiency, how quickly it occurred and
the duration of time that it existed and
had an effect on the system of quality
management.
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A164. The severity and pervasiveness of
identified deficiencies affects the evaluation of
the system of quality management that is
undertaken by the individual(s) assigned
ultimate responsibility and accountability for

the system of quality management.

A164. FEB XN A OB I & RS, WE
BHY AT LT REELEICL VITDN
5. SWEEY AT AOFHEIC BT S,

Root Cause of the Identified Deficiencies (Ref:
Para. 41(a))

(@ BASIEFREOBEREY GF 41 1)
ZH)

A165. The objective of investigating the root
cause(s) of identified deficiencies is to
understand the underlying circumstances that
caused the deficiencies to enable the firm to:

o Evaluate the severity and pervasiveness
of the identified deficiency; and

o Appropriately remediate the identified
deficiency.

Performing a root cause analysis involves

those performing the assessment exercising

professional judgment based on the evidence

available.
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A166. The nature, timing and extent of the
procedures undertaken to understand the root
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cause(s) of an identified deficiency may also

be affected by the nature and circumstances

of the firm, such as:

) The complexity and
characteristics of the firm.

o The size of the firm.

o The geographical dispersion of the firm.

o How the firm is structured or the extent
to which the firm concentrates or
centralizes its processes or activities.

operating

Examples of how the nature of identified
deficiencies and their possible severity and
the nature and circumstances of the firm may
affect the nature, timing and extent of the
procedures to understand the root cause(s) of
the identified deficiencies

° The nature of the identified deficiency:
The firm’s procedures to understand the
root cause(s) of an identified deficiency
may be more rigorous in circumstances
when an engagement report related to
an audit of financial statements of a
listed entity was issued that was
inappropriate or the identified deficiency
relates to leadership’s actions and
behaviors regarding quality.

. The possible severity of the identified
deficiency: The firm’'s procedures to
understand the root cause(s) of an
identified deficiency may be more
rigorous in circumstances when the
deficiency has been identified across
multiple engagements or there is an
indication that policies or procedures
have high rates of non-compliance.

o Nature and circumstances of the firm:

o In the case of a less complex firm
with a single location, the firm’s
procedures to understand the root
cause(s) of an identified deficiency
may be simple, since the
information to inform the
understanding may be readily
available and concentrated, and
the root cause(s) may be more
apparent.

o In the case of a more complex firm
with  multiple locations, the
procedures to understand the root
cause(s) of an identified deficiency
may include wusing individuals
specifically trained on investigating
the root cause(s) of identified
deficiencies, and developing a
methodology with more formalized
procedures for identifying root
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cause(s).

A167. In investigating the root cause(s) of
identified deficiencies, the firm may consider
why deficiencies did not arise in other
circumstances that are of a similar nature to
the matter to which the identified deficiency
relates. Such information may also be useful
in determining how to remediate an identified

deficiency.

Example of when a deficiency did not arise in
other circumstances of a similar nature, and
how this information assists the firm in
investigating the root cause(s) of identified
deficiencies

The firm may determine that a deficiency
exists because similar findings have occurred
across multiple engagements. However, the
findings have not occurred in several other
engagements within the same population
being tested. By contrasting the
engagements, the firm concludes that the root
cause of the identified deficiency is a lack of
appropriate involvement by the engagement
partners at key stages of the engagements.
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A168. Identifying a root cause(s) that is
appropriately specific may support the firm’s
process for remediating identified deficiencies.

Example of identifying a root cause(s) that is
appropriately specific

The firm may identify that engagement teams
performing audits of financial statements are
failing to obtain sufficient appropriate audit
evidence on accounting estimates where
management’s assumptions have a high
degree of subjectivity. While the firm notes
that these engagement teams are not
exercising appropriate professional
skepticism, the underlying root cause of this
issue may relate to another matter, such as a
cultural environment that does not encourage
engagement team members to question
individuals with greater authority or insufficient
direction, supervision and review of the work
performed on the engagements.
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A169. In addition to investigating the root
cause(s) of identified deficiencies, the firm
may also investigate the root cause(s) of
positive outcomes as doing so may reveal
opportunities for the firm to improve, or further
enhance, the system of quality management.
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Responding to Identified Deficiencies (Ref: Para.
42)
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A170. The nature, timing and extent of
remedial actions may depend on a variety of

other factors, including:
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. The root cause(s).

. The severity and pervasiveness of the
identified deficiency and therefore the
urgency with which it needs to be
addressed.

. The effectiveness of the remedial
actions in addressing the root cause(s),
such as whether the firm needs to
implement more than one remedial
action in order to effectively address the
root cause(s), or needs to implement
remedial actions as interim measures
until the firm is able to implement more
effective remedial actions.
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A171. In some circumstances, the remedial
action may include establishing additional
quality objectives, or quality risks or
responses may be added or modified,
because it is determined that they are not
appropriate.
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A172. In circumstances when the firm
determines that the root cause of an identified
deficiency relates to a resource provided by a
service provider, the firm may also:

o Consider whether to continue using the

resource provided by the service
provider.

o Communicate the matter to the service
provider.

The firm is responsible for addressing the
effect of the identified deficiency related to a
resource provided by a service provider on the
system of quality management and taking
action to prevent the deficiency from recurring
with respect to the firm’s system of quality
management. However, the firm is not
ordinarily responsible for remediating the
identified deficiency on behalf of the service
provider or further investigating the root cause
of the identified deficiency at the service
provider.
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Findings About a Particular Engagement (Ref:
Para. 45)
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A173. In circumstances when procedures were
omitted or the report issued is inappropriate,
the action taken by the firm may include:

o Consulting with appropriate individuals
regarding the appropriate action.

o Discussing the matter with management
of the entity or those charged with
governance.

o Performing the omitted procedures.

The actions taken by the firm do not relieve
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the firm of the responsibility to take further
actions relating to the finding in the context of
the system of quality management, including
evaluating the findings to identify deficiencies
and when a deficiency exists, investigating the
root cause(s) of the identified deficiency.
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Ongoing Communication Related to the Monitoring
and Remediation (Ref: Para. 46)
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A174. The information communicated about
the monitoring and remediation to the
individual(s) assigned ultimate responsibility
and accountability for the system of quality
management may be communicated on an
ongoing basis or periodically. The individual(s)
may use the information in multiple ways, for
example:

o As a basis for further communications to
personnel about the importance of
quality.

o To hold individuals accountable for their
roles assigned to them.

o To identify key concerns about the
system of quality management in a
timely manner.

The information also provides a basis for the
evaluation of the system of quality
management, and conclusion thereon, as
required by paragraphs 53—-54.
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Network Requirements or Network Services
(Ref: Para. 48)
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A175. In some circumstances, the firm may
belong to a network. Networks may establish
requirements regarding the firm’s system of
quality management or may make services or
resources available that the firm may choose
to implement or wuse in the design,
implementation and operation of its system of
quality management. Such requirements or
services may be intended to promote the
consistent performance of quality
engagements across the firms that belong to
the network. The extent to which the network
will provide the firm with quality objectives,
quality risks and responses that are common
across the network will depend on the firm’s
arrangements with the network.

Examples of network requirements

. Requirements for the firm to include
additional quality objectives or quality
risks in the firm’s system of quality
management that are common across
the network firms.

. Requirements for the firm to include
responses in the firm’s system of quality
management that are common across
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the network firms. Such responses
designed by the network may include
network policies or procedures that
specify the leadership roles and
responsibilities, including how the firm is
expected to assign authority and
responsibility  within the firm, or
resources, such as network developed
methodologies for the performance of
engagements or IT applications.

. Requirements that the firm be subject to
the network’s monitoring activities.
These monitoring activities may relate to
network requirements (e.g., monitoring
that the firm has implemented the
network’s methodology appropriately), or
to the firm's system of quality
management in general.

Examples of network services

. Services or resources that are optional
for the firm to use in its system of quality
management or in the performance of
engagements, such as voluntary training
programs, use of component auditors or
experts from within the network, or use
of a service delivery center established
at the network level, or by another
network firm or group of network firms.
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A176.

The network may establish
responsibilities for the firm in implementing the
network requirements or network services.

Examples of responsibilities for the firm in

implementing  network  requirements  or

network services

. The firm is required to have certain IT
infrastructure and IT processes in place
to support an IT application provided by
the network that the firm uses in the
system of quality management.

° The firm is required to provide firm-wide
training on the methodology provided by
the network, including when updates are
made to the methodology.
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A177.

The firm’s understanding of the network
requirements or network services and the

firm’s  responsibilities  relating to the
implementation thereof may be obtained
through inquiries of, or documentation

provided by, the network about matters such
as:

o The network’s  governance and
leadership.
o The procedures undertaken by the

network in designing, implementing and,
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if applicable, operating, the network
requirements or network services.

o How the network identifies and responds
to changes that affect the network
requirements or network services or
other information, such as changes in
the professional standards or
information that indicates a deficiency in
the network requirements or network

services.
. How the network monitors the
appropriateness of the  network

requirements or network services, which
may include through the network firms’
monitoring activities, and the network’s
processes for remediating identified
deficiencies.
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Network Requirements or Network Services in the
Firm’s System of Quality Management (Ref: Para.
49)
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A178. The characteristics of the network
requirements or network services are a
condition, event, circumstance, action or
inaction in identifying and assessing quality

risks.

Example of a network requirement or network
service that gives rise to a quality risk

The network may require the firm to use an IT
application for the acceptance and
continuance of client relationships and specific
engagements that is standardized across the
network. This may give rise to a quality risk
that the IT application does not address
matters in local law or regulation that need to
be considered by the firm in accepting and
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engagements across the network firms. The
firm may be expected by the network to
implement the network  requirements,
however, the firm may need to adapt or
supplement the network requirements such
that they are appropriate for the nature and
circumstances of the firm and its
engagements.

Examples of how the network requirements or
networks services may need to be adapted or
supplemented

How the Firm Adapts or Supplements the
Network Requirement or Network Service
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As part of identifying and assessing quality
risks, the firm includes the quality risks that
are required by the network.

The firm also designs and implements
responses to address the quality risks that are
required by the network.

As part of designing and implementing
responses, the firm determines:
. Which quality risks the responses

address.

. How the responses required by the
network will be incorporated into the
firm’s system of quality management,
given the nature and circumstances of
the firm. This may include tailoring the
response to reflect the nature and
circumstances of the firm and its
engagements (e.g., tailoring a
methodology to include matters related
to law or regulation).

The firm establishes policies or procedures
that require the engagement team to confirm
with the component auditor (i.e., the other
network firm) that the individuals assigned to
the component meet the specific criteria set
out in the network requirements.

Network Requirement or Network Service

The network requires the firm to include
certain quality risks in the system of quality
management, so that all firms in the network
address the quality risks.

The network requires that the firm design and
implement certain responses.

The firm uses individuals from other network
firms as component auditors. Network
requirements are in place that drive a high
degree of commonality across the network
firms’ systems of quality management. The
network requirements include specific criteria
that apply to individuals assigned to work on a
component for a group audit.
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A180.

In some circumstances, in adapting or
supplementing the network requirements or
network services, the firm may identify
possible improvements to the network
requirements or network services and may
communicate these improvements to the
network.
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Monitoring Activities Undertaken by the Network on
the Firm’s System of Quality Management (Ref:
Para. 50(c))
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A181.

The results of the network’s monitoring
activities of the firm’s system of quality
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management may include information such

as:

o A description of the monitoring activities,
including their nature, timing and extent; EENCE T 2 i

. Findings, identified deficiencies, and R, 3B ST R O AR T
other observations about the firm’s DOEEH Y 2T MIET A2 F OO R
system of quality management (e.g., (Bl 242, A oM A S T A% L Bl

positive outcomes or opportunities for AT N B T T B 7 0 DRSS
the firm to improve, or further enhance, a

the system of quality management); and

. The network’s evaluation of the root
cause(s) of the identified deficiencies,
the assessed effect of the identified
deficiencies and recommended remedial
actions.

PLTFDOE I RIERPEENDZ END D,
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Monitoring Activities Undertaken by the Network
Across the Network Firms (Ref: Para. 51(b))
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A182. The information from the network about | A182. %*v U —2 « 77— ADWEEH Y 27

the overall results of the network’s monitoring
activities undertaken across the network firms’
systems of quality management may be an
aggregation or summary of the information
described in paragraph A181, including trends
and common areas of identified deficiencies
across the network, or positive outcomes that
may be replicated across the network. Such
information may:

. Be used by the firm:

o In identifying and assessing quality
risks.

o As part of other relevant
information considered by the firm
in determining whether
deficiencies exist in the network
requirements or network services
used by the firm in its system of
quality management.

. Be communicated to group engagement
partners, in the context of considering
the competence and capabilities of
component auditors from a network firm
who are subject to common network
requirements (e.g., common quality
objectives, quality risks and responses).
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A183.

In some circumstances, the firm may
obtain information from the network about
deficiencies identified in a network firm’s
system of quality management that affects the
firm. The network may also gather information
from network firms regarding the results of
external inspections over network firms’
systems of quality management. In some
instances, law or regulation in a particular
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jurisdiction may prevent the network from
sharing information with other network firms or
may restrict the specificity of such information.

KRBT DEREICLY, xy U= 0%
v NI —7 - Tyr—LlifRELAET AL A
HFonsd, UIFFEDOHERNHIESND Z &
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A184. In circumstances when the network does
not provide the information about the overall
results of the network’s monitoring activities
across the network firms, the firm may take

further actions, such as:

o Discussing the matter with the
network; and
o Determining the effect on the firm’s

engagements, and communicating the
effect to engagement teams.
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Deficiencies in Network Requirements or Network
Services Identified by the Firm (Ref. Para. 52)

(@) BEEZEHMAFRLE=RY FO—IDER
BEXERY FT—9 - Y—ERDOFH) (F 52
HZH)

A185. As network requirements or network
services used by the firm form part of the
firm’s system of quality management, they are
also subject to the requirements of this ISQM
regarding monitoring and remediation. The
network requirements or network services
may be monitored by the network, the firm, or
a combination of both.

Example of when a network requirement or
network service is monitored by both the
network and the firm

A network may undertake monitoring activities
at a network level for a common methodology.
The firm also monitors the application of the
methodology by engagement team members
through performing engagement inspections.
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A186. In designing and implementing the remedial
actions to address the effect of the identified
deficiency in the network requirements or
network services, the firm may:

o Understand the planned remedial
actions by the network, including
whether the firm has any responsibilities
for implementing the remedial actions;
and

o Consider whether  supplementary
remedial actions need to be taken by the
firm to address the identified deficiency
and the related root cause(s), such as
when:

o The network has not taken
appropriate remedial actions; or

o The network’s remedial actions will
take time to effectively address the
identified deficiency.
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Evaluating the System of Quality Management

(17. REEEIATLOF@E) (F53HS

(Ref: Para. 53) HR)

A187. The individual(s) assigned ultimate | A187. SWEEELL A7 AT e E(EE 1.
responsibility and accountability for the| Siffiz475 10470 . thoOFOLEELZ TS -
system of gquality management may be| ujscixza 2OBAT G 53

assisted by other individuals in performing the
evaluation. Nevertheless, the individual(s)
assigned ultimate responsibility and
accountability for the system of quality
management remains responsible and
accountable for the evaluation.

Lz 0EMTT, WEEHC AT AT

wEEEADPA D,

A188. The point in time at which the evaluation
is undertaken may depend on the
circumstances of the firm, and may coincide
with the fiscal year end of the firm or the
completion of an annual monitoring cycle.

A188. SWEEFLY AT AOFH AT B KL
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A189. The information that provides the basis
for the evaluation of the system of quality
management includes the information
communicated to the individual(s) assigned
ultimate responsibility and accountability for
the system of quality management in
accordance with paragraph 46.

Scalability examples to demonstrate how the
information that provides the basis for the
evaluation of the system of quality
management may be obtained

. In a less complex firm, the individual(s)
assigned ultimate responsibility and
accountability for the system of quality
management may be directly involved in
the monitoring and remediation and will
therefore be aware of the information
that supports the evaluation of the
system of quality management.

. In @ more complex firm, the individual(s)
assigned ultimate responsibility and
accountability for the system of quality
management may need to establish
processes to collate, summarize and
communicate the information needed to
evaluate the system of quality
management.
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Concluding on the System of Quality Management
(Ref: Para. 54)

() REEELXTLIZDVNTOERTIT)
(%5 54 THSR)

A190. In the context of this ISQM, it is intended
that the operation of the system as a whole
provides the firm with reasonable assurance
that the objectives of the system of quality

management are being achieved. In
concluding on the system of quality
management, the individual(s) assigned

ultimate responsibility and accountability for
the system of quality management may, in
using the results of the monitoring and
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remediation process, consider the following:

o The severity and pervasiveness of
identified deficiencies, and the effect on
the achievement of the objectives of the
system of quality management;

o Whether remedial actions have been
designed and implemented by the firm,
and whether the remedial actions taken
up to the time of the evaluation are
effective; and

o Whether the effect of identified
deficiencies on the system of quality
management have been appropriately
corrected, such as whether further
actions have been taken in accordance
with paragraph 45.
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A191. There may be circumstances when
identified deficiencies that are severe
(including identified deficiencies that are
severe and pervasive) have been
appropriately remediated and the effect of
them corrected at the point in time of the
evaluation. In such cases, the individual(s)
assigned ultimate responsibility and
accountability for the system of quality
management may conclude that the system of
quality management provides the firm with
reasonable assurance that the objectives of
the system of quality management are being
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achieved.
A192. An identified deficiency may have a|A192. #lziEX. AT DX 5 RGE. Bl SR
pervasive effect on the design, 1. SRS TR AT A OFRAE K ONE FR I

implementation and operation of the system of

quality management when, for example:

. The deficiency affects several
components or aspects of the system of
quality management.

o The deficiency is confined to a specific
component or aspect of the system of
quality management, but is fundamental
to the system of quality management.

. The deficiency affects several business
units or geographical locations of the
firm.

o The deficiency is confined to a business
unit or geographical location, but the
business unit or location affected is
fundamental to the firm overall.

. The deficiency affects a substantial
portion of engagements that are of a
certain type or nature.

Example of an identified deficiency that may
be considered severe but not pervasive

The firm identifies a deficiency in a smaller
regional office of the firm. The identified
deficiency relates to non-compliance with
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many firm policies or procedures. The firm
determines that the culture in the regional
office, particularly the actions and behavior of
leadership in the regional office which were
overly focused on financial priorities, has
contributed to the root cause of the identified
deficiency. The firm determines that the effect
of the identified deficiency is:

. Severe, because it relates to the culture
of the regional office and overall
compliance with  firm  policies or
procedures; and

. Not pervasive, because it is limited to
the smaller regional office.
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A193. The individual(s) assigned ultimate
responsibility and accountability for the
system of quality management may conclude
that the system of quality management does
not provide the firm with reasonable
assurance that the objectives of the system of
quality management are being achieved in
circumstances when identified deficiencies are
severe and pervasive, actions taken to
remediate the identified deficiencies are not
appropriate, and the effect of the identified
deficiencies have not been appropriately
corrected.

Example of an identified deficiency that may
be considered severe and pervasive

The firm identifies a deficiency in a regional
office, which is the largest office of the firm
and provides financial, operational and
technical support for the entire region. The
identified deficiency relates to non-compliance
with many firm policies or procedures. The
firm determines that the culture in the regional
office, particularly the actions and behavior of
leadership in the regional office which were
overly focused on financial priorities, has
contributed to the root cause of the identified
deficiency. The firm determines that the effect
of the identified deficiency is:

o Severe, because it relates to the culture
of the regional office and overall
compliance with  firm  policies or
procedures; and

o Pervasive, because the regional office is
the largest office and provides support to
many other offices, and the non-
compliance with firm  policies or
procedures may have had a broader
effect on the other offices.
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A194. It may take time for the firm to remediate
identified deficiencies that are severe and
pervasive. As the firm continues to take action

to remediate the identified deficiencies, the
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pervasiveness of the identified deficiencies
may be diminished and it may be determined
that the identified deficiencies are still severe,
but no longer severe and pervasive. In such
cases, the individual(s) assigned ultimate
responsibility and accountability for the
system of quality management may conclude
that, except for matters related to identified
deficiencies that have a severe but not
pervasive effect on the design,
implementation and operation of the system of
quality management, the system of quality
management  provides the firm  with
reasonable assurance that the objectives of
the system of quality management are being
achieved.
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A195. This ISQM does not require the firm to
obtain an independent assurance report on its
system of quality management, or preclude
the firm from doing so.
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Taking Prompt and Appropriate Action and Further
Communication (Ref: Para. 55)

(2 BREMOEVSIHERTEMPALZII2Z
T—av) (555 HEH)

A196. In circumstances when the individual(s)
assigned ultimate responsibility and
accountability for the system of quality
management reaches the  conclusion
described in paragraph 54(b) or 54(c), the
prompt and appropriate action taken by the
firm may include:

. Taking measures to support the
performance of engagements through
assigning more resources or developing
more guidance and to confirm that
reports issued by the firm are
appropriate in the circumstances, until
such time as the identified deficiencies
are remediated, and communicating
such measures to engagement teams.

o Obtaining legal advice.
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A197. In some circumstances the firm may
have an independent governing body that has
non-executive oversight of the firm. In such
circumstances, communications may include

informing the independent governing body.
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A198. Examples of circumstances when it may
be appropriate for the firm to communicate to
external parties about the evaluation of the
system of quality management
o When the firm belongs to a network.

. When other network firms use the work
performed by the firm, for example, in
the case of a group audit.

o When a report issued by the firm is
determined by the firm +to be
inappropriate as a result of the failure of
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the system of quality management, and
management or those charged with
governance of the entity need to be
informed.

o When law or regulation requires the firm
to communicate to an oversight authority
or a regulatory body.

CREEFH I L, T DOEFEOREH X
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Performance Evaluations (Ref: Para. 56)

A199. Periodic performance evaluations
promote accountability. In considering the
performance of an individual, the firm may
take into account:

o The results of the firm’s monitoring
activities for aspects of the system of
quality management that relate to the
responsibility of the individual. In some
circumstances, the firm may set targets
for the individual and measure the
results of the firm’s monitoring activities
against those targets.

o The actions taken by the individual in
response to identified deficiencies that
relate to the responsibility of that
individual, including the timeliness and
effectiveness of such actions.

Scalability examples to demonstrate how the
firm may undertake the performance
evaluations

° In a less complex firm, the firm may
engage a service provider to perform the
evaluation, or the results of the firm’s
monitoring activities may provide an
indication of the performance of the
individual.

. In a more complex firm, the performance
evaluations may be undertaken by an
independent non-executive member of
the firm’s governing body, or a special
committee overseen by the firm’s
governing body.
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A200. A positive performance evaluation may
be rewarded through compensation,
promotion and other incentives that focus on
the individual's commitment to quality, and
reinforce accountability. On the other hand,
the firm may take corrective actions to
address a negative performance evaluation
that may affect the firm’s achievement of its
quality objectives.
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A201. In the case of the public sector, it may
not be practicable to perform a performance
evaluation of the individual(s) assigned
ultimate responsibility and accountability for
the system of quality management, or to take
actions to address the results of the
performance evaluation, given the nature of
the individual’'s appointment. Nevertheless,
performance evaluations may still be
undertaken for other individuals in the firm
who are assigned operational responsibility for
aspects of the system of quality management.

A201. RE

Documentation (Ref: Para. 57-59)

€18. X&MLY (GF 57 B 59 IH)

A202. Documentation provides evidence that
the firm complies with this ISQM, as well as
law, regulation or relevant ethical
requirements. It may also be useful for training
personnel and engagement teams, ensuring
the retention of organizational knowledge and
providing a history of the basis for decisions
made by the firm about its system of quality
management. It is neither necessary nor
practicable for the firm to document every
matter considered, or judgment made, about
its system of qualty management.
Furthermore, compliance with this ISQM may
be evidenced by the firm through its
information and communication component,
documents or other written materials, or IT
applications that are integral to the
components of the system of quality
management.
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A203. Documentation may take the form of
formal written manuals, checklists and forms,
may be informally documented (e.g., e-mail
communication or postings on websites), or
may be held in IT applications or other digital
forms (e.g., in databases). Factors that may
affect the firm’s judgments about the form,
content and extent of documentation,
including how often documentation is
updated, may include:

. The complexity of the firm and the
number of offices;

. The nature and complexity of the firm’s
practice and organization;

. The nature of engagements the firm
performs and the nature of the entities
for whom engagements are performed;

. The nature and complexity of the matter
being documented, such as whether it
relates to an aspect of the system of
quality management that has changed
or an area of greater quality risk, and the
complexity of the judgments relating to
the matter; and
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. The frequency and extent of changes in

the system of quality management.
In a less complex firm, it may not be
necessary to have documentation supporting
matters communicated because informal
communication methods may be effective.
Nevertheless, a less complex firm may
determine it appropriate to document such
communications in order to provide evidence
that they occurred.
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A204.

In some instances, an external oversight
authority may establish documentation
requirements, either formally or informally, for
example, as a result of the outcome of
external inspection findings. Relevant ethical
requirements may also include specific
requirements addressing documentation, for
example, the |IESBA Code requires
documentation of particular matters, including
certain situations related to conflicts of
interest, non-compliance with laws and
regulations and independence.
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A205.

The firm is not required to document the
consideration of every condition, event,
circumstance, action or inaction for each
quality objective, or each risk that may give
rise to a quality risk. However, in documenting
the quality risks and how the firm’s responses
address the quality risks, the firm may
document the reasons for the assessment
given to the quality risks (i.e., the considered
occurrence and effect on the achievement of
one or more quality objectives), in order to
support the consistent implementation and
operation of the responses.
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A206.

The documentation may be provided by
the network, other network firms, or other
structures or organizations within the network.
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