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=> Independence and Ethics

Selection and Review of Audit Engagements
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* Relevant inspection procedures
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managing board of partners or equivalents
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— Necessary authority to assume that
responsibility
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—To achieve quality in all engagements
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professional standards and legal an
regulatory requirements

—Issue reports appropriate in the
circumstances
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—Training seminars and meetings
—Formal and informal dialogue
—Mission statements

—News letters or briefing memoranda
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—The firm’s internal documentation
—Training materials
—Partner and staff appraisal procedures
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commercial considerations do not override
the quality of work performed

* Provision of sufficient resources for
development, documentation and support of
QC policies
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persons to persons to

—Understand QC issues —Implement those

—Develop appropriate policies and
policies and procedures
procedures
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— Experienced and knowledgeable leaders in Risk Management
and Quality Control

— Definition of appropriate reporting lines
— Audit methodology that is kept up to date
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—Persons available to take initiative in quality
issues

—Quality included in values statements, code of
conduct, training materials and communications
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basis

—Focus on the important role of audit professionals

—Concepts of integrity, independence, professional
skepticism and accountability addressed to the
public
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and compensation (incentive systems)

—Part of monitoring processes and
communications of monitoring results
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standards and applicable legal and regulatory
requirements in the performance of audits,
issuance of audit reports and related matters
concerning public interest entities
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relating to monitoring and evaluating audit
quality

* Review descriptions of duties and
relationships between the firm’s staff and
leadership
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eview internal and external communications
from leadership

* Review agendas and minutes of firm board of
directors
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uality Contro

* Consider results of other whole firm
inspection procedures that impact objectives
with regard to leadership responsibilities
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* Promotions

* Competence
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e Review records for a sample of applicants of
different grades

—Basis on which decisions were made
—Include applicants were refused
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a “Competency Framework” defined for asse g
performance of partners and staff of different grades
— Is this framework appropriate
—Is this framework implemented consistently

¢ |s there any guidance by the firm on appraisals and
objective settings
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— Have the appraisals been performed according to firm
policies on a timely basis

— Is audit quality reflected in the appraisals (e.g. internal
inspection results, quality control partner input)

¢ Are appraisals linked to remuneration
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* To what extent is audit quality a driver and affects
remuneration significantly

¢ |s the model implemented consistently within in the
whole firm and are rules for exceptions implemented
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unera

 Results of monitoring should feed into performance
reviews

28
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— Review basis for a sample of staff bonuses

» What are changes in fixed salary based on
— Review changes for a sample of staff members
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implemented

¢ Senior Managers and other promotions
— What criteria are used
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with the firm’ s policy
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— Sufficient post qualification technical training
— Independence training included

¢ |s compliance with the training policies and
procedures monitored
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— Review of ,training history”

¢ Check the monitoring process for training for the
current year

33

ABscHLUssPRrRUFERAUFsIicHTsKomMissioN

AubpiITorROVERSIGHTC OMMISSION

34

17



ABscHLUssPRrRUFERAUFsIicHTsKomMissioN
AubpiITorROVERSIGHTC OMMISSION

* Relevant firm policies and procedures
* Relevant inspection procedures
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e Paragraphs 20-25 deal with relevant ethical
requirements — mainly independence

e Application material in paragraphs A7-A17 —
gives reference to IFAC Code of Ethics
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e Public practice section includes 46 pages on
Independence — Assurance Engagements
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appropriately and well communicate
* Are theses policies consistently implemented?

* Does non-compliance have consequences?
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CEO or equivalent, or delegated to a senior
person with necessary authority to assume
that responsibility?
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onflict of interes
¢ Restricted services
¢ Confidentiality
* Professional behavior
* Annual independence declarations
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upervision of portfolios if require
* Competent people handling independence issues
e Duty of reporting independence breaches

* Breaches followed up by senior management

* Disciplinary process for firm’s personnell
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¢ Review of firm’s policies and procedures
¢ Testing of policies at firm level

¢ Testing implementation of policies at engagement
level
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* |nterviews are best source of information, but need
to be corroborated by other documents
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¢ Is evidence of compliance available?

¢ Procedures for new employees?

¢ Are network firms covered?
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eview queries and relevant follow ups as well as results
of compliance audits

* Review summary analysis for leadership of compliance
from confirmations, queries and any audits

e Review communications of results
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* Any affiliates not identified with regard to restricted
services?

* If breaches are identified, is properly dealt with them
and are they communicated as required?
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* Review of audit engagements

* Reporting of findings
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Objective:

¢ Selection of all major PIEs (Dax-30 listed companies) and the most important
financial institutions within a certain period of time

® Representative sample of the audit firm’s listed clients portfolio
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Risk based review areas

General review areas

Quality control aspects
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