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» Australian Quality Management Developments:
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- AUASB’s new ASQM 1’s Background, Philosophy & Scope
» Key revisions to APES 320
» APES 320 Considerations for SMPs
» Adoption Considerations for Hybrid Firms
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Australian Quality Management Developments
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Australian Quality Control/Management Timeline

APES 320
QUALITY CONTROL APS 5 ASQC 1 ISQM 1 REISSUED
ESTABLISHED REVISED ISSUED ISSUED Quality Management
ICAA — APS 4, supported ICAA and CPA Australia The AUASB adopted IAASB issued for Firms that provide
by APS 5 guidance issued revised APS 5 ISQC 1 and issued International Standard on Non-Assurance
CPA Australia — APS 4/5 based on ISQC 1 ASQC 1 Quality Management 1 Services
< MAR 2021
A 2004 A 2006 A 2009-2019 A A
1982 v 2005 v 2009 v DEC 2020 v FEB 2022
ISQC 1 ISSUED APES 320 ISSUED REVISED STANDARDS ASQM 1 ISSUED
IAASB issued APS 5 reissued as APES APES 320 revised in 2009, The AUASB adopted
International Standard 320 Quality Control for 2015 & 2019 ISQM 1 and issued
on Quiality Control 1 Firms ASQC 1 revised 2011, 2013, ASQM 1
2017 & 2020
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APESB’s Consideration of ISQM 1 & 2

APESB'’s considered whether APES 320 should conform with ISQM 1 & 2:

« APESB supports the focus on improving audit quality.

« AUASB adopted international standards for Australian assurance practices.
« ISQM 1 & 2 represent a fundamental shift in professional obligations.

* No evidence that extant APES 320 is not fit for purpose in respect of non-
assurance services (NAS).

« APESB considered four options.
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Specific Quality Management Standard for NAS

Option Adopted
APESB determined to reissue APES 320 and refocus it on NAS with:
e High-level alignment with ASQM 1 (to assist hybrid firms).

e Utilisation of extant requirements to minimise disruption, especially for
SMPs.

e Simplification by removing assurance-based material and terminology.

e Restructuring to comply with APESB drafting conventions.

Exposure Draft issued 15 September 2021 and open for comments until 26
November 2021.
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Key Matters from the Exposure Process

9 submissions on the ED and key matters considered by the Board included:

Almost unanimous agreement with APESB'’s approach.

Engagement outputs from non-assurance services.

APES 320 and agreed-upon procedures provided by non-assurance firms.
Root cause analysis included as guidance on possible remedial actions.
Interaction between APES 320 and APES 325 Risk Management for Firms.

Reissued standard approved and released in February 2022.

Basis for Conclusions provides details of key matters considered.
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https://apesb.org.au/wp-content/uploads/2022/02/APES_320_reissued_Feb_2022.pdf
https://apesb.org.au/wp-content/uploads/2022/02/APES_320_Basis_for_Conclusions_Feb_2022.pdf

APES 320’s Philosophy

APES 320 requirements
designed to address risks to
guality engagements

Comply with each requirement Ability to add policies and
unless not relevant (eg. sole procedures if the Firm’s facts

practitioner without Staff) and circumstances require

Reasonable confidence:
Comply with professional standards /
laws and regulation
Engagement Outputs are appropriate
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Scope of APES 320 and ASQM 1*

Firm

Provides non-assurance
services only

Provides non-
assurance services and
operates an Assurance

Practice

A

Only operates an
Assurance Practice

Apply APES 320 to
the non-assurance
practice and
Engagements

* Refer reissued APES 320 Appendix 1

Apply ASQM 1,
ASQM 2 and ASA
220to the
Assurance Practice




Services Covered by APES 320*

APES 320 covers all other professional services provided by a Firm that are not covered
by ASQM 1, including, but not limited to:

Business services (including compilations of financial information)
Taxation services

Valuation services

Forensic accounting services

Insolvency services

Corporate finance services

Financial planning services

Agreed-upon procedures engagements — but only if the Firm does not also provide
audits, reviews or other assurance engagements.

APESBT_,  * Refer reissued APES 320 Appendix 1
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APES 320/ ASQM 1 Alignment*

The SQM, allocation of responsibilities, Section 3  The firm’s risk assessment process 23-27 & A39-A54
networks, SQM documentation
Governance and Leadership 4.1-4.3 Governance and Leadership 28, A32-A33, A35
& A55-A61
Professional Standards 4.4-4.9 Relevant Ethical Requirements 29, A22, A24 &
A62-A66
Acceptance and continuance of Client 4.10-4.17 Acceptance and continuance of client 30 & A67-A74
relationships and specific Engagements relationships and specific engagements
Resources 4.18-4.36 Resources 32 & A86-A108
Engagement performance 4.37-4.58 Engagement performance 31 & A75-A85
Information and Communication 4.59-4.64 Information and Communication 33 & A109-A115
Monitoring and remediation 4.65-4.75 Monitoring and remediation process 35-47 & A138-
Al74

APESBT_}  * Refer reissued APES 320 Appendix 2
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AUASB Quality Management Standards

e Suite of 3 new or revised standards

e ASQM 1 Quality Management for Firms that Perform Audits or Reviews of Financial Reports
and Other Financial Information, or Other Assurance or Related Services Engagements;

e ASQM 2 Engagement Quality Reviews; and

e ASA 220 Quality Management for an Audit of a Financial Report and Other Historical Financial
Information.

e ASQM 1 replaces ASQC 1, with an emphasis on Quality Management
(rather than a compliance approach)

e ASQM 1 is built around a risk-based approach which focusses on
proactively identifying and responding to quality risks (similar to APES 325)

APESB )
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Services Covered by ASQM 1*

ASQM 1 applies to a Firm that performs:
« Audit engagements
« Review engagements

- Other assurance engagements

Related services engagements including agreed-upon procedures — but only if the
Firm also provides audits, reviews or other assurance engagements.

APESBT_,  * Refer reissued APES 320 Appendix 1
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What remains the same?

What remains from Extant APES 3207

19 of 25 requirements from extant APES 320
5 requirements partially from extant APES 320

Minimal changes to these elements:
- governance and leadership - professional standards
- acceptance and continuance - engagement performance

- monitoring and remediation

Existing application material remains wherever possible to minimise disruption

APESB Table Mapping Reissued APES 320 to Extant APES 320

APESB T
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https://apesb.org.au/wp-content/uploads/2022/02/Mapping_Table_Reissued_APES_320_compared_to_extant_APES_320.pdf

What’s new?

Revised scope to only apply to non-assurance services

Assurance-based terminology and New, amended or
requirements/application material removed removed definitions

1 new element and 5
partially new
requirements

Human resources Information and
changed to resources communication

Appendix 2 demonstrates high-level alignment to ASQM 1

APESBL)
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Removal of Assurance Terminology and Material

Extant APES 320 Terminology Reissued APES 320 Terminology*
Relevant Ethical Requirements Professional Standards

Reasonable Assurance reasonable confidence

Engagement Quality Control Reviewer appropriate reviewer

Suitably Qualified External Person Service Provider

Use Mapping Table to update terminology changes in existing policies and procedures

Assurance based ‘boxed’ material from extant APES 320 removed:
- 20 requirements paragraphs
- 31 application paragraphs

APESBT * Capitalised terms are defined in the standard
: 17


https://apesb.org.au/wp-content/uploads/2022/02/Mapping_Table_Reissued_APES_320_compared_to_extant_APES_320.pdf

New Terminology

New Defined Terms Derivation Reason

AUASB APES 110

External Expert APES 110 | Enhances clarity within the standard

Those Charged with Governance | APES 110

Member in Business APES 110 | Relevant to NOCLAR obligations (para 4.16)

Public Document APES Relevant to the high-risk engagements (para 4.48)

345/350

Engagement Output New To reflect outputs from non-assurance services

Engagement Document APES 305 | Used within new Engagement Output definition

Service Provider ASQM 1 Relevant to the Resources element

System of Quality Management | New Reflects the objective of the reissued APES 320
APESB“,.
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Engagement Output

Most substantive issue raised in submissions to the Exposure Draft was to
include a definition of Engagement Output due to the variation in outputs
from non-assurance services.

Engagement Output means the report or other output of an Engagement as
specified in the Engagement Document. The Engagement Output may include, but
IS not limited to, a report, presentation, regulatory return or other completed form,
advice, systems implementation, provision of managed services or project
management outputs.

APESBT}
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Amended Terminology

Amended Defined Terms Reason

Assurance Engagement

Assurance Practice

Engagement Partner

Align with Part 4B of APES 110

Include reference to agreed-upon procedures to capture all services
covered by ASQM 1

References to public sector audit organisation and Auditor-General
delegations removed

Engagement Team Align to ASQM 1
Inspection
Monitoring Quality management or reasonable confidence replacing quality
control or Reasonable Assurance
Network
APESB':.
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Assurance Terminology Removed

Removed Defined Terms

Date of Report

Engagement Quality Control Review
Engagement Quality Control Reviewer
Key Audit Partner

Listed Entity

Reasonable Assurance

Relevant Ethical Requirements

Suitably Qualified External Person

21



Amendments to Elements

Extant APES 320 (para 10)

System of quality control elements:

a) Leadership responsibilities for quality within the
Firm

b) Relevant Ethical Requirements

c) Acceptance and continuance of Client
relationships and specific Engagements

d) Human resources

e) Engagement performance

f) Monitoring

Reissued APES 320 (para 3.5)
System of quality management elements:

a) Governance and Leadership

b) Professional Standards

c) Acceptance and continuance of Client
relationships and specific Engagements

d) Resources
e) Information and Communication (New)
f) Engagement performance

g) Monitoring and remediation

APESB T
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New Requirement/Element

Information and Communication
Establish policies and procedures that address (para. 4.59):
« obtaining, generating and using information about the SQM; and

« communicating this within the Firm and externally on a timely basis.

Application material sets out what to include based on nature and circumstances of
the Firm regarding communicating information about the SQM (paras. 4.60-4.64):

e Within the Firm
* With Network Firms or Service Providers

« With external parties including consideration of laws, regulations or Professional
Standards

APESB )
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Partially New Requirements

Extant APES 320 policies and procedures Reissued APES 320 policies and procedures

Any person(s) assigned operational Any person(s) assigned operational

responsibility for the system of quality control responsibility for the SQM (para 3.14):

has sufficient and appropriate experience, - Has appropriate experience, knowledge,

ability and the necessary authority (para 17). influence, authority and sufficient time to
fulfill; and

- Understands and is accountable for role.

Reasonable Assurance have sufficient human Reasonable confidence have sufficient and

resources with competence capabilities and appropriate resources for the SQM (para 4.19).

commitment to ethics (para 47). - Extant human resources material remains.

- New application material for technological
and intellectual resources and Service
Providers (paras 4.30 to 4.36).

APESB )
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APESB Mapping Table

Reissued APES 320 Extant APES 320 High level summary of changes (excluding minor editorials and changes to paragraph references within
(February 2022) (September 2019) paragraphs resulting from new numbering system in the reissued APES 320)

Note that paragraphs are presented in the order of the reissued APES 320 (February 2022)

Amended references to professional accountancy services to Professional Services, Relevant Ethical Requirements to
Professional Standards and bankers to financial institutions. Removed 'the following' and added ethical letters and other
sources of information on clients including the internet and industry forums.

4.14 42 No change
415 43 No change
4.16 44 Addition of subparagraph 4.16(a) that policies and procedures are to include consideration of compliance with NOCLAR

provisions in the Code (with new footnote 5 referring Sections 260 and 360 Responding to Non-Compliance with Laws and
Regulations of the Code).

417 45 Amended to use defined term Those Charged with Governance.
- 46 Paragraph removed as it relates to Assurance Practices and is outside the scope of reissued APES 320.
Resources Human Resources Amended subheading
418 - New paragraph that the Firm's size and circumstances and nature and complexity of Engagements will influence the resources
employed and policies and procedures adopted should consider Human, Technology and Intellectual resources and Service
Providers.
4.19 47 Reqguirement amended to emphasise the Firm's policies and procedures established are to provide reasonable confidence it

has sufficient and appropriate resources (not just human resources) for the System of Quality Management and Engagements.
Amended reference to Reasonable Assurance to reasonable confidence.

f f !

New para Old para What has changed in
number number the paragraph

APESBT
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Partially New Requirements

Extant APES 320 policies and procedures

Reissued APES 320 policies and procedures

Assignment of responsibility to the Engagement
Partner (para 54).

Additional aspect that the Engagement Partner
has capacity to be sufficiently and appropriately
involved (para 4.26(c)).

Policies and procedures for Engagement
performance (paras 58 & 63).

Additional aspects that Engagement Teams:

- understand and fulfill responsibilities; and

- have an inquiring mind, exercise
professional judgement and use the
reasonable and informed third party test
(para 4.38).

APESB
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Other Changes to Consider

Extant APES 320 Reissued APES 320

Where information obtained would have Remains the same but now includes
caused to decline the engagement if received | consideration of NOCLAR (para 4.16).
earlier including consideration of:

- professional and legal responsibilities; and
- possibility of withdrawing (para 44).

Reasonable assurance that appropriate Reasonable confidence that appropriate
consultation takes place on difficult or consultation takes place on difficult or
contentious matters (para 64). contentious matters and high-risk

engagements (paras 4.43 & 4.48).

APESB )
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Other Changes to Consider

Extant APES 320 Reissued APES 320

Reasonable assurance deal appropriately with | Documentation on receiving and investigating
complaints and allegations and document complaints and allegations and the responses
responses to them (paras 119 and 129). to provide reasonable confidence dealt with
appropriately (para 4.71).

If investigations into complaints and Undertake appropriate remedial actions when
allegations identify deficiencies take monitoring, or investigations into complaints
appropriate actions (paras 122 and 115 list of | and allegations, indicate that there are
remedial actions). deficiencies (paras 4.74 & 4.75).

APESB )
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SMP Considerations

APESB considered the impact on SMPs in developing the reissued APES 320
consistent with our strategic focus. We believe:

« The approach taken minimises the impact through the least disruption.
« SMPs can maintain most existing policies and procedures with minimal changes.
» High-level alignment with ASQM 1 will assist hybrid SMPs.

« Timing enables hybrid SMPs to make changes for assurance (ASQM 1) and NAS
(APES 320) concurrently reducing resource implications.

APESB )
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SMP Considerations

Reissued APES 320 incorporates scalability:

« nature and extent of policies (para. 3.7);

« compliance with requirements (para. 3.8 (a));

» impact of sole practitioners with no staff (para 3.9);

« documentation and communication of policies and procedures (para 3.11);

« documentation evidencing the operation of each element (para 3.18);

* Size, circumstances, nature and complexity influences resources used (para 4.18);
« performance evaluation (para 4.25); and

 information and communication (para 4.61).

APESB )
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Adoption Considerations for Hybrid Firms
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Important Dates

There is less than 8 months

APESB and AUASB encourage Firms to ‘
commence implementation for the new . 1 Jan
standards as soon as possible 130330 2023
Reissued
ASQM 1
® 25 Feb 2022 becomes QPES 320
APES 320 effective ecomes
Reissued effective
® 10 March
2021
ASQM 1
Issued

APESB )
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APES 320 Adoption Considerations for Hybrid Firms

Determine who will be responsible for and/or champion the SQM:
« Will it be the same person as for ASQM 1 (different philosophies/methodologies)?
« Will a separate person(s) be delegated operational responsibility?

Clarify which services or parts of the Firm will be subject to APES 320 and ASQM 1.

APESB )



APES 320 Adoption Considerations

» Review current policies and procedures and update for:

Terminology changes and amendments to Elements (Mapping Table);
NOCLAR (para 4.16);

Assignment of responsibility to the Engagement Partner (para 4.26(c));

Engagement performance (para 4.38);

High-risk engagements (para 4.43);

Receiving and investigating complaints (para 4.71); and
Remedial actions (paras 4.74 & 4.75)

APESB
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APES 320 Adoption Considerations

« Update policies and procedures on assignment of operational responsibility for the
system (only if applicable) (para 3.14);

» Establish an ‘Information and Communication’ policy and procedures (para 4.59).
» Assess whether additional policies and procedures are required for:

- Technological resources (paras 4.30 & 4.31);

- Intellectual resources (paras 4.32 & 4.33);

- Service Providers if used by the Firm (paras 4.34 to 4.36).

APESB )
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ASQM 1 Adoption Considerations for Hybrid Firms

Where ASQM 1 is applicable to your firm:

» The System of Quality Management is required to be Designed and
Implemented by 15 December 2022.

- NB: The System of Quality Management applies at the Firm level and
becomes operative to all engagements at this date, regardless of the reporting
period that applies to individual engagements.

« An Evaluation of the system must be performed annually. The first evaluation of
the revised system under ASQM 1 must be performed 15 December 2023.

APESB )
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Further Information

For more information visit www.apesb.org.au

Follow the APESB LinkedIn page for timely updates,

To download APESB’s mobile app:

#_  Download on the > Get it on
@& Appstore Google play

APESB )
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http://www.apesb.org.au/
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https://play.google.com/store/apps/details?id=com.apesb.apesb

Purpose & Disclaimers

This set of PowerPoint slides has been developed by APESB Technical Staff on APES 320
Quality Management for Firms that provide Non-Assurance Services.

These slides only provide an overview of provisions in the Standard and do not purport to
present all the detailed changes. The slides should be read in conjunction with the
Standard. These slides do not form part of the Standard, the text of which is authoritative.

APESB does not accept responsibility for loss caused to any person who acts or refrains
from acting in reliance on the material in this publication, whether such loss is caused by
negligence or otherwise.
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