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Foreword

Quality Assurance (QA) Manual is a practical guide for The Institute of Chartered Accountants
of Nepal (ICAN) Quality Assurance Division (QAD) when they conduct Quality Assurance
reviews (QA reviews). It has been tailored for current Quality Assurance Division operational
procedures; however, updated for changes made to legislation or operation subsequent to its
issue in January 2020.

QA reviews focus on the procedures, processes and controls which firms use to ensure that
audits comply with professional standards and whether the firm meets the requirements of
applicable laws and regulations. The work carried out during the course of a QA review will
assess the quality of audit work performed by a firm and provide guidance to the firm on
making any necessary improvements. This review process is designed to provide a structure
for ICAN to meet its obligations under the Nepal Chartered Accountants Act 1997, the
Companies Act 2006 and any other laws or regulations which may be issued on the conduct of
audit work.

The manual focuses on the need to:
o identify any deficiency in QA reviewed firms and their works,
e ensure adequate action is taken by a firm to correct deficiencies,
¢ help QA reviewed firms by giving constructive and practical advice and
e carry out QA reviews as efficiently as possible.

The approach and procedures in this Manual are designed to help QA reviewers reach key
decisions on:

¢ how much work is needed on a QA review,
¢ the quality of audit work reviewed and
o the overall abilities and commitments shown by the QA reviewed firms.

The approach may be varied according to circumstances found at each firm. QA reviewers
should be able to exercise their professional judgement; however, working papers must be
completed to support judgements made and conclusions reached.
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Glossary of Terms

Chartered A person who has received membership of the Institute as per Section

Accountant 16(2) of the Nepal Chartered Accountants Act, 2053

Council Council formed pursuant to Section 7 of the Nepal Chartered
Accountants Act, 2053

Firms Firms registered as per the Rule 57(1) for carrying out accounting

profession.

Follow-Up Visits

Visits other than routine and risk visits to check on improvements made
by audit firms since their previous review visit.

Institute

The Institute of Chartered Accountants of Nepal (ICAN) formed as per
the Section 3 of the Nepal Chartered Accountants Act, 2053

Public Interest
Entity

Public Interest Entity, for the purpose of Quality Assurance Reviews,
means an entity fulfilling any one of the criteria as below:

a. A publicly traded entity,

b. An entity one of whose main functions is to take deposits from
the public, that includes Banks and Financial Institutions
established under prevailing banking laws and saving and credit
co-operatives established under prevailing Cooperatives law with
total assets or total liabilities exceeding Rs. 50 crores.

c. An entity one of whose main functions is to provide insurance to
the public, which includes insurance companies established
under prevailing insurance laws,

d. Pension Funds, Provident Fund, Social Security Fund, Collective
Investment Schemes,

e. Public Sector Enterprises including Government
Enterprises that have significant public accountability,

f. Securities related agencies, or
Other Entities defined as public interest entities by prevailing
statutes.

Business

Listed Entities

Public company which has its securities listed in the stock exchange as
defined in Section 2(cha) of the Companies Act, 2063.

Quality Assurance
Board (QAB)

An independent board formed by the Council as per Rule 103 of Nepal
Chartered Regulations, 2061 (Including Amendments)

Quality Assurance
Division (QAD)

The unit within the ICAN consisting of staff reviewers and administrative
staff for carrying out the Quality Assurance Reviews of the audit firms

Quality Assurance
Review

Review of the audit firms aimed to improve the audit quality through the
review of the firm’s adherence to the prevailing laws and regulations,
professional standards and other guidelines issued by ICAN

A person who has received membership of the Institute as per Section

Registered Auditor 16(3) of the Nepal Chartered Accountants Act, 2053
Visit conducted on the basis of risks identified from any annual
Risk Visits information provided by audit firms or from the analysis of UDIN data or

on the basis of any external information received

Routine Visits

Visit selected with a view to visiting a representative sample of firms
each year other than follow up and risk visits.
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Introduction

1.1

1.2

1.3

1.4

2.2

2.2A

Objectives of Quality Assurance Reviews

* Corporate bodies/firms/companies/industries require to undergo statutory audit
based on respective statutes under which they have been incorporated. Chartered
Accountant (CA) with Certificate of Practice (COP) and with their firm duly registered in
ICAN can carry out statutory audit without any transaction’s threshold. Registered
Auditor (RA) with COP may carry out statutory audit only up to a set threshold which
depends on their RA class (B, C, D).

* Quality Assurance Review of CA and RA firms on a cyclical basis is the
International Federation of Accountants (IFAC) requirements.

The QA review process concludes on the quality of audit work carried out by * CA and
RA firms and helps firms identify and design appropriate actions to correct deficiencies
wherever necessary. The process is constructive and provides added value to * Quality
Assurance (QA) reviewed firms where possible.

Scope of the Manual

* This manual applies to all QA reviews; however, the review of RA Firms should
consider using the separate pre-visit information request form and report format
in Nepali language and all other provisions as outlined in this Manual remain the
same for RA Firms.

Visit Types and Firm & File Selection Criteria

* Reviews are selected generally from the population of audit firms which audit
the Public Interest Entities (PIEs). There are three classifications of review —
‘ROUTINE’, ‘RISK’ and ‘FOLLOW-UP’. Firms which audit public interest entities
(PIEs) are subject to a three-year review cycle.

Routine Visits

Most visits are Routine Visits. Routine Visits are selected with a view to visit a
representative sample of QA review selected firms each year. The selection takes
account of size, previous reviews, * regulatory environment, complexities involved
and other factors.

®The firms performing the audit of the Public Interest Entities (PIEs) in either of
the immediately two preceding fiscal years shall qualify for the Routine Visits.
QAB may prescribe other criteria for the selection of the firms from time to time.

*Amended by first amendment

® Added by first amendment



2.2B

2.2C

23

24

25

Quality Assurance Division (QAD) Procedures Manual 2020 (First Amendments 2026)

®Firms which audit PIEs are subject to a three-year review cycle. When
determining the timing of the cycles for the routine visits, the QAD will consider if
there is a change in the status as to the firm having audited PIEs clients in the
immediately preceding 2 fiscal year’s period. For instance, if the review visit is to
be conducted in Shrawan 2082, the applicable fiscal years for review will be
2080/81 and 2081/82. Conversely, if the review is conducted in Asadh 2082, the
applicable fiscal years will be 2079/80 and 2080/81.

SAll other firms performing audit of financial statements other than PIEs shall be
subject to quality assurance reviews pursuant to the decision of the Quality
Assurance Board.

Risk Visits
Risk Visits can be identified in a number of ways.

The *QAD may select small number of firms based on risks identified from any annual
information provided by audit firms *or from the analysis of Unique Data
Identification Number (UDIN) or based on any external information received with
the approval of the QAB.

The QAB may also request visits as a result of information it has received. QAB sets
the scope of these visits.

* All the firms performing the audit of financial statements shall be subjected to
Risk Visits pursuant to the decision of the QAB.

Follow-Up Visits

The QAB may also require Follow-Up visits to check on improvements made by audit
firms since their previous * QA review visit. The QAB will decide on the scope of a
Follow-Up_visit. The audit firms may be required to pay for these visits as they arise
from failures in compliance by the firm and are not part of the normal routine visits. *The
QAB may also adjudge for some of the audit firms to submit status information to
the QAD at the end of 1 year period from the last visit date, without having to
make the follow-up visits.

* Off Site follow-up may be conducted to those firms, which are decided by QAB
to be followed in one year time-period instead of making the follow-up visits to
firms by obtaining responses on the follow-up status request form and evaluating
the responses.

* Firm Selection Process

The firms shall be selected for QA review visits based on the criteria mentioned
on each type of review visits as mentioned above in 2.2, 2.3 and 2.4 respectively.

*Amended by first amendment
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*The QAD proposes the firms to be visited for a Routine Visit on an annual basis
and suggests the length of the visits according to their knowledge of the firm.
QAB should approve the proposed list of firms to be visited before the QAD
schedules the firm visits.

For the purpose of submitting to the QAB, the proposed list of firms to be
reviewed, selected based on the criteria above, the QAD shall maintain the
database of potential firms on the following basis:

Head of QAD shall maintain the list of firms reviewed historically for all
routine, risk and follow-up visits and shall maintain this as a master list.
Under the Routine visits, the list of firms for each cycle of review visit
shall also be maintained separately.

Head of QAD shall extract from the UDIN generated files the updated list of
new firms performing the audit of PIEs as prescribed above and update
the master list on chronological order.

The list of firms for target review visits based on the data updated in the
master list, should be approved from Executive Director of the ICAN, prior
to taking as an agenda to the QAB for approval

2.6 * File Selection Criteria

When selecting the files for review, QA reviewers should select:

on all visits, a minimum of two audit files for PIEs audit clients for review,
except if there is only one PIEs audit client; the review of the subsequent
files may be restricted to specific aspects of the audit or as decided by
QAB

The PIEs audit clients should be selected considering coverage of more
than one partner, nature of business or the sector to which the client
relates, and the nature of file that was selected in previous review visit or
risk factors based on nature, size, complexity, regulatory environment etc.

one file to re-perform the firm’s own monitoring review of a completed
audit, if the QA reviewer plans to rely on the firm’s own monitoring reviews

recent examples of completed audit work; it is unlikely that audit work
done more than two years ago would be sufficiently recent to provide
evidence of competence at the date of the visit; and

If the QAB decides to perform the quality assurance review of the firm not
performing the audit of PIEs audit clients, then the files shall be selected
as prescribed by QAB.

*Amended by first amendment



2.7

2.7A

2.7B

2.7C

2.7D

2.8

Quality Assurance Division (QAD) Procedures Manual 2020 (First Amendments 2026)

Scheduling and Prioritization of Visits

* QAD shall agree on the visit date and timing with the firm, giving at least 30
days’ notice. If the firm is unable to accommodate the agreed date and provides
reasonable cause, the QA reviewer may reschedule the review for a period not
exceeding 30 days, subject to approval from the Head of QAD. In situations
beyond the firm’s control such as operational disruptions, unavoidable delays,
contingencies, or similar circumstances, QAD may reschedule the review beyond
the 30-day period and shall report the matter at its immediate subsequent
meeting of the QAB. Proper records of all communications, including the firm’s
response or non-response, shall be maintained. Requests by the firm for
postponement exceeding 30 days that are not due to circumstances beyond their
control shall be forwarded to the QAB.

®The scheduling of the QA visits shall be done by the QAD. While scheduling QA
visits, first priority shall be given to Routine-1 visits (i.e., the first quality
assurance review of a firm), second priority shall be given to follow up visits and
third or subsequent priority shall be given to subsequent routine visits; Routine-
2, Routine-3 and so on. However, for risk visits, the priorities do not apply and
can be scheduled ahead of all reviews as prescribed by the QAB.

® Routine Visits of the out of the valley audit firms shall be scheduled on a date
appropriate to both reviewer and the audit firms and need not necessarily be
scheduled as mentioned in 2.7 A.

® However, if a scheduled routine visit (e.g., Routine-1, Routine-2, or Routine-3) of
a firm is deferred or rescheduled or couldn’t take place due to any reason
whatsoever, the QAD may proceed with other firms' routine visits even those at a
later stage without waiting for the completion of the pending visit. This exception
applies similarly to any routine cycle that has been delayed.

® Follow-up visits, which are intended to assess the implementation status of
previous review findings, shall generally be scheduled within one year from the
date of the prior visit. These follow-up visits will typically be shorter in duration
and scope than the full routine review cycle.

* QAD shall ensure the renewal status and the dissolution status of the firm, and
the practicing status of its members before sending the notice for the QA
Reviews. A firm selected based on UDIN data shall not have its visit scheduled if,
at the time of scheduling, the firm has been dissolved. QAD should then send the
firm a letter of notice informing them about the visit, along with the following
details or documents:

*Amended by first amendment

® Added by first amendment
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e Annex-1 ‘A Pre-Visit QA Information Request Form’ to be returned to QAD
no later than two weeks before the visit - this will provide information to
help plan the visit. For RA Firm, Annex — 1.A ‘A Pre-Visit QA Information
Request Form for Registered Auditors (Nepali Language)’ will be used.

e A copy of a document telling the firm what the audit review process
involves and containing a list of documents and records which may be
requested at the visit — Annex -2 ‘Your Firm’s Audit Quality Assurance
Review Visit’.

Pre Visit Planning
Information to review

The QA reviewer will obtain all relevant information about the proposed firm under QA
review. This will include the information questionnaire, any information from the firm (for
example from annual returns, *UDIN, CPE details for the proprietor/ partner(s), details
of any previous visit (if applicable) and copies of correspondence between ICAN and
the firm.

For Risk visits, the QA reviewer also receives details of why the visit was selected. The
risk indicators may include * however, not limited to the following:

° poor regulatory history

o undue fee dependency

. accepting an appointment to carry out a PIEs audit
o significant increase in audit income

° doubts about financial viability

. ownership and control issues

. recent disciplinary cases

. number of complaints and

. poor quality of accounts.

. * information on summoning by other regulators

For Risk visits selected on the basis of information received by ICAN, the QA reviewer
also receives copies of correspondence relating to the reason for the visit and should
discuss the visit with the Head of QAD and/or the QAB Chairman. All information can
be disclosed to the firm unless circumstances are exceptional, in which case, the QA
reviewer will be informed. For Follow-up visits, the QA reviewer receives the previous
visit report, a copy of the firm’s response to the report and any other relevant
correspondence. * Also, due consideration shall be given to ensure that the
matters identified in previous visit are followed up during the visit.

The QA reviewer will complete the Annex-3 ‘Quality Assurance Review Planning
Record’ and submit this for approval by the Head of QAD.

*Amended by first amendment
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Initial contact with the firm by the QA reviewer

QA reviewer informs the firm approximately seven days before the visit. The discussion
should make clear anything noted in the planning process (for example, key individuals’
availability), deal with any questions that the firm may have at this time (it will have
received a copy of a document telling it what the audit review process involves and
containing a list of documents and records which may be requested at the visit), and
cover administrative points (parking, public transport, start times, etc). On visits to more
than one office, it would be appropriate to discuss on issues such as the location of
records and details of audit clients at various offices to assist with visit planning. The
QA reviewer should record in the working papers any relevant points arising from the
pre-visit discussion.

Other planning considerations

At the planning stage of complex, high profile or other potentially difficult visits, the QA
reviewer should consult with the Head of QAD. Where more than one QA reviewer is to
carry out a visit, it is the responsibility of the senior QA reviewer to brief other QA
reviewers. The QA reviewer should record any consultation or briefing in the working
papers.

The QA reviewer’s pre-visit planning should be a relatively brief exercise for most of the
visits * and the risk assessment shall be tailored considering the result of Pre-
Visit QA Information Request Form.

The pre-visit planning should enable the QA reviewer to form an initial view of the work
required on the visit and of any additional work that may be required. Any work plans
drawn up at this stage can focus on additional procedures likely to be required. This
manual sets out the minimum level of work required on all visits.

On Site
(Entry Meeting)

The *entry meeting provides the first face-to-face contact with the firm and is a good
opportunity for the QA reviewer to establish a good relationship with the firm. The QA
reviewer normally holds the *entry meeting with the proprietor/partner(s) responsible for
audit. The points to be discussed usually comprises compliance matters and any other
appropriate subject matters which QA reviewer thinks appropriate.

The objectives of the *entry meeting are for the QA reviewer to gain an understanding
of:

o the firm’s business, structure, organisation and culture
¢ the firm’s attitude to audit quality
¢ the firm’s audit practice

o the procedures and processes that the firm has in place to meet the
requirements of the NSAs, NSQC-1/NSQM-1 and any audit regulations which
may be in place and

*Amended by first amendment

10
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o * the issues or matter identified from the information request form
submitted by the firm.

o the particular risks facing the firm.

An * entry meeting agenda has been designed to help achieve these objectives by
listing topics to prompt coverage of the relevant aspects. This agenda should be
tailored to the circumstances of the visit. Annex-4 ‘Entry meeting Agenda’ provides
the general outline of matters to be discussed in the *entry meeting.

The QA reviewer should encourage the firm to talk openly in order to get the most
benefit from the *entry meeting and should be prepared to deal with any questions the
firm may have. Open questions encourage wide-ranging discussions and are more
likely to lead to a constructive visit. Depending on the size and structure of the firm, it
may be appropriate to have additional discussions with other individuals on particular
topics (for example risk management, human resources, ethics).

The *entry meeting discussions should cover all relevant aspects of the firm’s audit
practice and any risks identified before the visit. For RISK and many ROUTINE visits,
the QA reviewer will have questions that have been identified before the visit. On
FOLLOW-UP visits (and for any other visit when significant failings were identified
previously), the QA reviewer should discuss the actions taken since the previous visit
and find out how effective the firm thinks this has been. For RISK and FOLLOW-UP
visits, QA reviewers should follow any instructions given by QAB about the visit scope.
If the scope of the visit is restricted, the QA reviewer should remain alert to other risks
he may need to follow up.

The minimum level of work (extended, if necessary) should be sufficient to check the
information given without in-depth investigation. If there are suspicions, the QA reviewer
should obtain satisfactory explanations. In some circumstances, the visit may need to
be longer than originally scheduled to allow sufficient time to cover the risks.

During the *entry meeting, reference will be made to the information supplied in the
information questionnaire and any annual information provided by the firm. If it appears
that the firm has deliberately or negligently supplied information that has given a
misleading picture of the firm’s circumstances, the QA reviewer should consider the
need to report this separately to QAB and/or further to Council.

Final planning of visit approach

After the *entry meeting, the visit plan should be finalised. This involves making an
initial assessment of the firm’s own monitoring reviews and findings, and the other
minimum level of work requirements as mentioned in paragraphs 4.15

In the initial assessment of the firm’s own monitoring reviews, QA reviewers consider
how much they can rely on the effectiveness and coverage of this review and if there
are any other matters which need follow-up. It is necessary to ‘re-perform’ at least one
of the firm’s own monitoring reviews to justify relying on its findings and reducing the
amount of file reviews the QA reviewer needs to do. To ‘re-perform’ means reviewing
either:

*Amended by first amendment

11
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o the same file reviewed in the firm’s own monitoring reviews or

o the following year’s audit of the file reviewed as part of the firm’s own monitoring
reviews.

Looking at the following year’s audit (if completed) is more effective as this will show
what action — if any — the firm has taken to address issues identified.

The information gathered from the pre visit information, opening discussions and the
results of the firm’s own monitoring reviews often lead the QA reviewer to identify areas
where more work than the minimum requirements is appropriate (for example if an
independence issue is identified or if the firm has specialised audit clients).

If firms have more than one office, it may not be necessary to visit them all. The QA
reviewer should ensure that all individuals in the firm who sign audit reports are covered
either by the QA reviewer’s review of audit files or on a cyclical basis through the firm’s
own monitoring review process. The number of offices to be visited is less important
than covering the key issues that have been identified through the planning process (for
example possible inconsistent application of audit procedures between offices). The QA
reviewer will also need to consider practical matters, such as the location of individuals
in the firm who sign audit reports and where the firm’s records are located. Further
guidance on the extent of whole-firm and file review work to be undertaken is included
in paragraphs 4.15 below.

Consultation with the Head of QAD may be appropriate at this stage of the visit, as the
decisions made set the detail and direction of subsequent work. If the QA reviewer has
any concerns, it is better to share them at this stage when they can be most easily
resolved.

Compliance with quality control and other firm-wide requirements

Work in this area assesses the adequacy and documentation of the firm-wide policies
and procedures, including those covering the key components of NSQC-1/*NSQM-1.
These components are:

¢ *The Firm’s Risk Assessment Process

e Governance and Leadership

¢ Relevant Ethical Requirements

e Acceptance and Continuance of Client Relationships and Specific Engagements
¢ Engagement Performance

e Resources

¢ *Information and Communication and

¢ Monitoring and Remediation Process

*Amended by first amendment
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The complexity of the procedures and processes, and how these are documented, will
vary with the size and nature of the firm. As a minimum, QA reviewers should follow the
NSQC-1/*NSQM-1 checklist. The firm will have completed and returned *some overall
information relating to this as part of the pre-visit information questionnaire and
where the QA reviewer needs to raise additional queries during the initial
meeting. The QA reviewer should verify the firm’s answers through discussion and
testing a sample of records and this should be recorded. In very small firms, a
discussion and the minimum work requirement may be sufficient. As the size of firm
increases, work is likely to involve the review of documents to support the
communication of relevant procedures and processes.

The QA reviewer needs to ensure that s/he carried out sufficient work to reach a
conclusion on compliance with the NSQC-1/*NSQM-1. The following minimum work is
required on all visits:

o review of the firm’s own monitoring reviews process, its findings and the action
the firm has taken on its findings, together with re-performance in areas where
the QA reviewer plans to reduce work by placing reliance on it;

e review of the firm’s approach to, and record of, continuing professional
education (CPE);

o review of how the firm ensures audit proprietor/partner(s) and all other
individuals involved in audit work comply with any requirements covering
independence, fit and proper status and confidentiality;

e review of other NSQC-1/*NSQM-1 requirements;

Any failings should be considered in terms of compliance with NSQC-1/*NSQM-1. It is
the firm’s responsibility to address the issues.

The QA reviewer will complete the Annex-5 ‘Quality Assurance Review- Firm Level
Review Notes’. during the review for assessing compliance to the standard’s
requirements. The QA reviewer should review appraisal records if they are considered
necessary to assess audit competence. The QA reviewer judges the extent of the
review of individuals’ CPE records based on the firm’s culture and attitude to
compliance; coverage by the firm’s own monitoring reviews and the results of the re-
performance; the quality of the audit work; the size of the firm; the number of audit staff,
and any other relevant factors.

Further firm-wide work may be necessary following the file reviews to identify and
understand the underlying reasons for any significant failings. For example, if audit work
indicates that an individual is not up to date technically, it may be appropriate to review
that individual’s training or appraisal records to establish the reasons why. If a
weakness appears to be more widespread, it may be appropriate to undertake a
broader review of the firm’s overall training programmes and procedures manuals. In
addition to procedures, controls and training, the reasons for failings may lie in
resources (including staffing and financing), personal circumstances, culture,
organisation and structure of the firm.

*Amended by first amendment
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File reviews

The review of individual audit files enables the QA reviewer to assess the quality of
audit work and the level of compliance with applicable auditing standards and accounts
disclosure requirements. File reviews provide information on how the firm is complying
with the requirements of the NSAs, NFRS, Companies Act, *relevant statutory
requirements on individual audits (for example (re)appointment procedures or
independence issues). Where a file review is a re-performance of the firm’s own
monitoring review, this will also assess the quality of the firm’s own internal file reviews
and how much you can rely on them.

®Deleted

File reviews should be documented using the Annex-5.A ‘Quality Assurance Review
-File Level Review Notes and should consider any additional specialist technical
guidance as appropriate. *The QA reviewer should complete the review notes for
two files selected in detail and where it is necessary to review the additional files
for any specific aspect of the audit practice or as per decision of QAB, the
additional files will be reviewed only to clear the reviewer’s understanding with
respect to those two files and thus, no separate review notes need to be filled for
the additional files. A separate note on additional files reviewed would be
sufficient. The QA reviewer should note the conclusion, based on the evidence in
the files and responses to inquiries received, on whether the firm has cleared the
points, whether there are areas needing improvement or instances of non-
compliance with prevailing laws, accounting and auditing standards, or
disclosure requirements. If the firm’s own monitoring review findings are
inconsistent with those of the QA reviewer, it is the firm’s responsibility to
address this and there is no requirement for the QA reviewer to review additional
files. The QA reviewer may need to make additional notes to provide a clear trail
from the findings to the conclusions.

Findings and questions on the file reviews should be documented and discussed with
the audit partner (and possibly also the audit manager). During the discussion, the QA
reviewer should try to find out if any deficiencies identified were because the firm did
not obtain audit evidence or because it did not record the evidence obtained.
Discussion of the detailed findings and questions at this stage supports the QA
reviewer’s final visit conclusions and helps to ensure the report to the firm contains no
surprises.

*Amended by first amendment

®Removed by first amendment
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The QA reviewer should, as far as possible, identify the underlying causes of any
significant weaknesses through discussions with the audit partner. The QA reviewer
may need to do this by considering all file reviews together. This is an important aspect
of the visit because, to be effective, any actions the firm agrees to take to address
issues with the audit need to fix the underlying causes. The underlying causes will be
different for each firm and depend on the training, procedures and controls that the firm
has selected to achieve compliance and how they are operating. The QA reviewer
should identify the most significant underlying causes. These are most easily identified
by considering what changes to resources, organisation, culture, training, procedures or
controls are most likely to enable the firm to correct an issue in the future. Ineffective
quality control (for which the audit partner is responsible) will always be a contributory
factor but, where possible, a more thorough analysis of other factors will be more useful
to the firm.

®Deleted

*Exit Meeting

The final stage of the on-site visit process is the *exit meeting. Before the *exit
meeting, the QA reviewer should complete the Quality Assurance Review Notes
(Annex-5 and Annex-5.A).

The QA reviewer should then complete the ‘Annex-6 Evaluation Sheet for Grading of
the Firm’s System and Compliance’. The QA reviewer should award marks based on
his assessment of *the firm’s compliance with each of the requirements for the
firm’s system of control and each of the file reviewed. Where a question on the
‘Evaluation Sheet for Grading of the Firm’s System and Compliance’ is not
applicable, a full mark shall be assigned to the firm.

The score on the ‘Evaluation Sheet for Grading of the Firm’s System and Compliance’
will provide an indicator of the firm’s overall grading, *also considering the effect of
the key issues.

The main purpose of the exit meeting is to discuss the findings and the action the firm
should consider addressing any significant deficiencies. Where possible, the exit
meeting should focus on helping the firm to make improvements. In more serious
cases, the QA reviewer should explain what is likely to happen as a result of the visit.
The QA reviewer must allow enough time for this discussion with the firm.

The *exit meeting discussion should present a balanced view of the firm (including any
positive comments) and its audit work and should clearly identify any areas of non-
compliance, together with the underlying causes and any other significant matters that
may require action or clarification. *The meeting needs to be recorded by preparing
exit meeting minute signed by the proprietor/partner(s) and the QA reviewers.

If a firm has no audit clients but wishes to retain its right to carry out audit work, the
findings on firm’s procedures should be summarised as usual. The firm should commit
to updating CPE and its audit procedures if any audits are accepted. The QA reviewer
should encourage the firm to provide commitments that it will:

*Amended by first amendment

®Removed by first amendment
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¢ Notify ICAN before it accepts any future audit clients; and

o supply evidence of current audit competence and audit procedures in place to
carry out compliant audit work.

On any follow-up visit, a failure to comply with an order issued by ICAN, or with
undertakings given in a report to QAB, is likely to be regarded as a serious matter. The
QA reviewer should seek explanations from the firm for such matters and should make
the firm aware of the importance of providing a full response in its *exit meeting
responses.

Visit Completion and Reporting
Introduction

This section applies to all types of visits and covers from the issue of the report to the
firm for comment to completion of the visit.

The reviewer will draft a copy of the *Annex-7 and 7.A ‘Draft Quality Assurance
Review Report’ as soon as possible after the visit. The Draft Quality Assurance
Review Report should cover the findings from the QA review, categorised into
principal and further improvement findings, across firm’s system of quality
control/management and planning, execution and completion and reporting
stages of engagement performance. The findings are the deviation in firm’s
systems and engagement performance when compared with what they should be
as required by the relevant legislation/standards/best practices. The head of QAD
will review and approve this prior to its issue to the firm for response.

The firm should reply to the ‘Draft Quality Assurance Review Report’ within 15 business
days unless otherwise agreed between the QA reviewer and the firm. The QA reviewer
follows up any delay in receiving a reply. If a firm fails to provide a reply, QAB should
write a formal letter giving the firm a final chance to provide a reply.

Visit ratings

The visit rating is decided by assessing the information gathered from:
¢ areview of the planning and any permanent information held by ICAN;
o discussions with the firm during the visit;

o the result of the ‘Evaluation Sheet for Grading of the Firm’s System and
Compliance’

e evidence seen during the visit; and

e an assessment of the evidence taking into account the firm’s reply to the ‘Draft
Quality Assurance Review Report and an assessment of the significance of any
failures in the firm’s audit procedures and audit work.

Visits are rated by the QA reviewer who will assess the firm’s commitment and ability to
correct any matters raised at the visit. The QA reviewer should consider a number of
factors including:

*Amended by first amendment
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Commitment

attitude (has the firm been positive in its response to the visit findings)
standard of compliance (how significant are the issues)

following up on firm’s own monitoring review findings (has the firm identified
issues and does it have a plan to correct them)

positive response to the exit meeting (if the findings are more serious than the
firm’s response should give a lot of detail on what it intends to do)

offering to have an external review or to get external assistance
resources (does it have enough staff with the right level of experience)
willingness to spend money, where necessary, on external resources

failure to act on any assurances given to ICAN

Ability

the nature of the visit findings (are they isolated or firm-wide, is it a failure to
record the work or has the work not been done, how significant is the finding in
the context of the client)

recognition of specialist or higher risk clients (does the firm have the expert
knowledge)

does the firm understand the findings and underlying causes (as shown by the
QA reviewer’s discussions on the visit)

in firm’s with more than one audit partner is there one audit partner who is more
able and capable of helping the others improve their standards

results of previous visits (has the firm improved or has it not corrected the issues
found at the previous visit)

effectiveness of the firm’s own monitoring review (can the firm identify its own
problems or does it need external help)

coping with significant change (for example putting in a new audit system,
implementing new standards)

appropriate responses from the firm (if the QA reviewer thinks the firm has less
ability, then the firm’s reply to the ‘Draft Quality Assurance Review Report
should provide more detail)

5.6 In addition to the firm’s score on the ‘Evaluation Sheet for Grading of the Firm’s System
and Compliance’, the QA reviewer also needs to consider the seriousness of each
finding in deciding the overall rating for the visit. The overall ratings are decided as
follows:

*Amended by first amendment
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*Grade A-Compliant

e The firm score on the ‘Evaluation Sheet for Grading of the Firm’s System
and Compliance’ is 70 and above.

e The findings are minor, and the firm has either addressed them
immediately or provided adequate commitment to taking corrective
action.

e No further action is recommended by the QA reviewer.

*Grade B- Moderately Compliant

e The firm score on the ‘Evaluation Sheet for Grading of the Firm’s System
and Compliance’ is 50 to 69.

¢ There are notable findings of non-compliance, but the firm has provided a
firm commitment to taking action which the QA reviewer believes to be
adequate to rectify the issues.

e No further action is recommended by the QA reviewer, provided the firm
follows through its documented commitments.

*Grade C- Partially Compliant

¢ The firm score on the ‘Evaluation Sheet for Grading of the Firm’s System
and Compliance’ is below 50.

o This rating indicates either significant or serious instances of non-
compliance and other critical matters.

o Either follow-up visit or other actions is recommended by the QA reviewer
owing to seriousness of the issues observed.

These need to be reported to QAB in detail to let them consider what action they need
to take to make sure the firm either takes action to correct the issues and/or where
necessary imposes conditions and/or restrictions on the firm and/or refers the firm for
disciplinary action.

The QA reviewer may consider that the firm’s right to carry out audit work should be
removed. This would be where the QA reviewer does not believe the firm is capable of
or committed to making the improvements needed. This would include:

o where a firm has deliberately ignored the requirements of the NSA, NFRS and
Ethical Standards and/or

e where the firm had extensive and serious issues of non-compliance, and was
not willing to or lacked the ability to make the necessary improvements and/or

*Amended by first amendment
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¢ where a firm has not complied with an instruction or conditions imposed by
ICAN as a result of a previous visit.

QA reviewers should use the framework in section 5.6 above to decide ratings for visits.
Where the visit is a RISK or FOLLOW-UP, reviewers should include in the report
information on why it was a FOLLOW-UP or RISK visit so QAB can consider the
circumstances which led to the visit together with the QA reviewer’s findings.

Final reporting

Once the QA reviewer has received the firm’s reply to the ‘Draft Quality Assurance
Review Report, he should complete the *Annex -8 ‘Summary Quality Assurance
Review Report to QAB . This will contain sections covering:

e Brief information on the firm

o An overall summary of the firm’s audit quality setting out the positives and
significant negatives and providing QAB with a balanced picture of the firm’s
audit procedures and quality.

¢ A summary overview of the firm’s system of quality control/management
e A summary overview of engagement performance at file level

o Particulars of principal issues and firm’s response including the reviewers’
concluding remarks

¢ Alist of findings reported as for further improvements required
¢ Reviewer’'s recommended designation to the firm’s system and compliance
e The QAD’s recommendation for action.

The QA reviewer should submit the ‘Summary Quality Assurance Report to QAB’ to the
Head of QAD for review. Once s/he is satisfied with the report, the file is ready for
submission to the *QAB meeting.

If a firm is *Compliant or Moderately Compliant, QAD should send a visit closure
letter to confirm that there are no conditions or restrictions placed on its audit work and
that the visit has been concluded based on its agreement to take the action set out in its
*exit meeting responses. *The visit closure letter should also be accompanied by
Annex -9: Final Quality Assurance Review Report. The final report is the report
with amendments as necessary after considering the responses of the firm on
the draft Quality Assurance Review Report and including the reviewer’s
concluding remarks against the firm’s responses on each finding. The reviewer’s
concluding remarks should be communicative of the issue not addressed by the
reply of the firm and what the firm needs to do further.

If a firm is *Partially Compliant, QAB should send a visit closure letter to state what
conditions or restrictions are proposed on its audit work and that evidence of corrective
action will be required. In any case where QAB is referring a firm for disciplinary action,
QAB should send a letter confirming this and setting out the reasons for referral.

*Amended by first amendment
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5.12 The format to be used as closure letters mentioned in 5.10 and 5.11 above for various
grading shall be decided by the QAB.

5.13 After completion of all of the processes as above, the reviewer should send a feedback
form to the firm in a format as mentioned in *Annex-10 ’Post Review Questionnaire
Form’ and document the feedback received after submission to the Head of QAD.

5.14 *In reference to the section 2.4, the follow up status request form needs to be
obtained from all the firms where the QAB has decided for a follow up visit or an
offsite follow up visit. For a follow up visit, the form should be received at least
15 days prior to the visit date. The format of the form is as given in Annex-11
‘Follow Up Status Request Form’.

6 Repeal and Savings

6.1 The existing ‘Quality Assurance Manual’ is repealed. The revised Quality Assurance
Division Procedure Manual shall come into force from the date of authorization from
QAB Meeting i.e., 16 January 2026.

6.2 The work performed under the QAB Manual 2020 shall be considered to have been
made under this amended manual. Notwithstanding the revision of the Quality
Assurance Unit Procedure Manual 2020, any review, decision, action, or proceeding
undertaken prior to the effective date of this revised manual shall remain valid.

*Amended by first amendment
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Annex 1: Pre-Visit QA Information Request Form
Introduction
This form is related to section 2.8 of QA Division Procedures Manual and is Annex 1

This is a format for collecting information from audit firms for the purpose of carrying out QA
Review.

The requested information should be provided to the email of the communicating reviewer/QAD
within two weeks prior to the scheduled review date.

Particulars Details

Name of the Firm

Nature of the firm
(Proprietorship/partnership)

Registered Address of the Firm

Registration No of the firm

If partnership firm, number of partners

Other Relevant Information

A. Contact details

Particulars Details

Name of Contact Person*

Designation

Mobile Number

Mailing Address

* This should be the name of the proprietor or the partner from among the partners who need
to act as the primary point of contact with regard to all communication to and from the Institute.
He / She is the same person to fill and submit these details on behalf of the firm.

B. General Information of Audit Firm

1. Information of Proprietor/Partners

S. Membership | COP | Name of CPE Hours | Specific role | No. of
No. No. No. Partner taken (for assigned to | Audit
the past FY) | partner, if Reports
any signed for

past FY
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Information on quality and quantity of staff

Particulars

Number

Number of Qualified CA/Professional staff, if any (exclusive of Partner(s)/

Proprietor)

Number of other professional staff (Including semi-qualified staff) *

Number of Articleship trainees

Number of other Audit staff

Number of other staff

Total Number of Staff**

* The professional staff is designated to include qualified personnel from other accounting
bodies and semi-qualified personnel from ICAN.
** Total number of staff should equal the sum of number of staff at various positions.

3. Branch information, if any

S.

No.

Location of Branch
Office

Name of
Partner/Staff
assigned as head of
the Branch Office

Membership Number of Audit
Number of the | Reports issued by
Branch Office | the Branch Office

Head

in previous FY

C. Client Information

1.

Summary of Client Information

Particulars

Number of Clients in
Immediate Previous FY

Total number of Audit Clients (Statutory audit clients)

Total number of Non- Audit Clients (Other than above)

Total number of Public Interest Entity Audit Clients*

Total number of Public Interest Entities Audit (other than

listed entities)

Total number of Audit Reports signed by the firm in

Previous F. Y. (F. Y. ..

.............. )

Total number of UDIN generated in previous F. Y.

Number of revoked UDIN
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*Public Interest Entity (PIEs) for the purpose of Quality Assurance Reviews means; a publicly
traded entity, Banks and Financial Institutions, Saving and Credit Co-Operatives with total
assets or total liabilities exceeding Rs. 50 crores, Insurance Companies, Pension Funds,
Provident Fund, Social Security Fund, Collective Investment Schemes, Public Sector
Enterprises including Government Business Enterprises that have significant public
accountability, Securities related agencies, or other entities defined as public interest entities
by prevailing statutes.

2. Information on Statutory Audit (For Previous FY)

(Note: Data will be accessed from UDIN platform and need not provide this information here.)

D. Firm’s Quality Control/Management System and other provisions for delivering
good quality audit

Note: Please put a tick either in (Yes/No/NA) and provide remarks wherever necessary.

1. Does your firm have Quality Control/Management Manual/Policy?

Yes | No | | NA |

Remarks
(optional)

2. If the answer to Q.1 is Yes, does it contain the policy and procedures to address all the
elements as prescribed by NSQC-1/NSQM-1?

Yes | No | | NA |

Remarks
(optional)

3. Does the firm have any other policies and procedures besides Quality Control/Management
Policy?

Yes | No | | NA |

Remarks
(optional)

4. Does the firm have any standard audit system/audit manual?

Yes | No | [ NA

Remarks
(optional)

5. If the answer to Q4 is No, have the firm ensured that documentation system complies with
the requirements of professional standards and relevant statute in all material respects?

Yes | No | | NA |

Remarks
(optional)
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If the firm has special clients like INGO, Bank or Insurance, does it have a tailored audit
system to meet their audit requirements?

Yes | No | | NA |

Remarks
(optional)

For all audit reports signed last year, has the firm maintained permanent and current audit
files?

Yes | No | | NA |

Remarks
(optional)

Are you satisfied that all audit reports issued by the firm are appropriate in the
circumstances also considering the audit system and quality standards of the audit firm?

Yes | No | | NA |

Remarks
(optional)

Are the audit firm associated with any network / affiliation with other firm (within Nepal or
globally or both)?

Yes [ No | | NA |

Remarks
(optional)

Have you carried out any human resource requirement assessment for the firm?

Yes | No | | NA |

Remarks
(optional)

Are you satisfied that firm has right quantity and quality of human resources in view of the
nature and size of the firm’s clients?

Yes | No | | NA

Remarks
(optional)

Has the firm established any kind of training arrangements to update firm personnel on
recent developments and changes to laws, regulations and standards?

Yes [ No | [ NA |
Remarks

(optional)

Has the audit firm ensured compliance with relevant ethical requirements?

Yes | No | | NA |
Remarks

(optional)
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Has the firm ensured that commercial considerations don’t override audit quality across
audit engagements?

Yes | No | | NA |

Remarks

(optional)

Has the firm carried out monitoring of firm’s system of quality control/management as

required by NSQC-1/NSQM-1?

Yes | No | | NA |

Remarks

(optional)

Has the firm made a provision regarding the availability of necessary resources to the firm

personnel as may be required for delivering services to the category of clients the firm has
been dealing with? For example, office, logistics, technical materials, audit system, training,
remuneration, incentives etc.

18.

19.

Yes | No | | NA |

Remarks

(optional)

If the audit firm is entitled to admit articleship trainees and if the firm have admitted them,
has the firm ensured that in compliance with related regulation of ICAN?

Yes | No | | NA |

Remarks

(optional)

Has the audit firm resorted to any kind of marketing strategy for the services of the firm?
Yes | No | | NA |

Remarks

(optional)

Does the firm have website and or social media page?

Yes | No | | NA

Remarks

(optional)

Please mention the name if Yes:

20.

Does the firm safely keep the audit documentation for minimum regulatory specified period
which is generally at least five years?

Yes [ No | [ NA |

Remarks
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| (optional) |

21. Does the audit firm have a system of how complaints and allegations within and outside the
firm are handled and clear procedures as to how they are resolved?

Yes | No | | NA |

Remarks
(optional)

22. Has the audit firm maintained the Firm’s standard as prescribed in Firm’s Standard
and Minimum Fee Guidelines issued by ICAN?

Yes | No | | NA |

Remarks
(optional)

23. Has the audit firm charged Minimum Fee for all client engagements in conformity
with the provisions in Firm’s Standard and Minimum Fee Guidelines?

Yes | No | | NA |
Remarks
(optional)

E. Other

1. Does the firm have any legal case pending before court or judicial authorities?
Yes | No | | NA |

Remarks (optional)

2. lIs the firm charged with any disciplinary or other legal action by any court or regulatory
body in immediate past 5 years?

Yes | No | | NA |

Remarks (optional)

3. Has the firm taken professional indemnity insurance policy?

Yes [ No | [ NA |

Remarks (optional)

4. Has the firm filed regulatory tax returns for the firm for the previous fiscal year?

Yes | No | | NA |

Remarks (optional)

5. Is the firm in compliance of Nepal Chartered Accountant’s Act 2053 and Nepal Chartered
Accountants Rules 2061 while carrying out the operations of the firm in the previous FY?

Yes | No | | NA |

Remarks (optional)
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F. Declaration

I/We hereby declare that all the information provided herein are true and correct to the best of
my/our knowledge. If any information provided herewith are found to be faulty, |/we am/are
ready to face the action as mandated by applicable rules and regulation of the Institute.

Signature
Name
Designation
Date
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Annex 1. A : Information Request Form for Registered Auditors (Nepali language)
IR AT T AT AT BIRA

KR!

T wIRA QA Division Procedures Manual &1 S%T .5 I F¥igd Aqqr= 1.% 27 |

IT HRA AR TUEAR AT Ao AGTIRIE AR ATeTEAAT [AREA A H1d qHIe T
2l |

T9 RRH AR AT TRUH aAes AR FIH TRIEH [ARTEArdARdl & sHd a1 FATH]
“Fartedt Te fefasa” Are qAvradiEAdr ai qu kus fAfq d=r g% er sEmd Sueed
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TSI B AUHT (HPTAEER! TGTAIETT MTHRT AT T B J&aT*
T AT, F.HT AT TLhT AT FiTAGTgeehl STFT &l

Tq AT 9.9 34 (Generate) TRUHT UDIN &1 ST#AT F@&T

Ta ar.a 91 Revoke wifvusr UDIN @@

* AT ATOTITATHET AT FIETAE BT TUFT BT g BT auedr gEiag ae . 6 a9ar
i e, Fel TEIfT a7 FT T L0 FWIS FHAI=T T FUH ToT TIT HI TEHT T,
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TTEE  AETH AEIIY AETTE FTAEIA GH ATATTE GTF AATTE®, [AATT T
[TrdE®, a1 gaiad Fad qEviiae @rd [ed FaEraeesr ®Tar GREINT TRE J7 GRS
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a0 e | | |0

R, AR AGEAAT AT FHER (T qEHr i)
(qTo: I FFTET faaeor UDIN Foredi a1 greTy TR+ 90 BHEIE 79+ J1a9desar &7 1)
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fTT ATA. HT I TR T A@TIIEUEEH] AT FgT Gg BIgd TIR T Permanent ¥
Current ®Tsdgs TIR TRUH! T ?

3/A /8 AN g CIRRK

O qUES SRI THT FFEU FAGTIIEAT Jqaades A@raeqs Jedr qa7 HHEl R ATIEUEesdls
fer=m T qRfeadl SER I9deh WUl Yid faed& g ?

/8 ST/ BNET M &ed HHTA
o TS ATATdE TTAT ATHAT BHE FHAREEH! TATAAT A FeATHd T TTHTH G 7
g/a S/ EEA AN g CILRGI
Q. qUTE ATHAT FHE! Fehid TAT FaAT IITH I ALATETH ATFR ATAR ATHAT FHANES U
FoAT TAT WUH 9T [qeas g1es 7
/8 ST/ BNET A gad EIRRC]

90. AU ATHAT FHARIEHH! THT=Id FAF qAT THAT A5 drall, amaiasd qg1 faem T Hatad
ATAHB FAAT T TTHTH G 7

g/a /88 A & CIRRC
9. F TUEH FHA GO FEITIT FAAT Feedes R TWH 99 fava g 7
/8 ST/ BNEA M & EIRRC]

qR. g faxirr FR@ER (commercial consideration) & @TIEAITRl TUERATs FF (Override)

T 9iq fqeas g ?

/8 /88 A & CIRRC

93. NSQC-9/NSQM-q & THATAR TS ATHAT HHEI TR I Juredrepl AF7879 (Monitoring)

T THHTH T

/8 o /2TeT AN gad CIRRE]

QY. TUTEHT FHS FTT Ta THT YATEe ORI AT qEI T HHARETATS ATFITF I 9T T

AIITEH! TATT  HFARAT TRUHT B (A SUIh  FATAT, ATAGeE, Wiiatasd ATHAET (Technical
material), TETIRIETTT JBaT, ATMAH, TAd, TATE SedTal |
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3/A /8 AN g CIRRK

Q. Afg JUTEHT TRl A@TIIETFATS AGTINEAIERT bl (THT FPUST qU, TS A@TIIETTT BT
fafaa faarues I faHr Mo @l 9fd F=a 91 faedas gigTs ?
3/8 S /88 AN gor GILRE

9%, TUTEHT HHA HT JPRET HIHEF HIAES AaqTT T TUH T ? AG T q7 Ih H1I qi=d
e 28R el i favas gies ?

/8 ST/ BNET AN g CIRRE]

9, TSR] FHEB! b 9SS o1 FTATSE AT UST o 7
/8 /A A gad CIRRE

FIIT ATH Ioid TR

1. qURH FHAT T@IIIEU Rgaes FAdH [MATHE THATAATT TFH, AEECAT L THTH, R
e a1 G, 7

/8 ST/ BNEA WA & IR
9%, TUTSHT BHAT FH A1 T BH AfevaT TGN AT G¥RTaes AAd T4 & THa1 941 96 5 7
/8 /e A gad CIRRE
0. & qUIEH THA HHP TR qAT FATH ebdFavdl [MalTehrhl Jradrd ATaR HHEB! T
FIH TH G 7
/8 ST /e A ged IR
. F TAUAEH FHA FHP! TR JAT FATH JehTravdl [Terel drehaAiTs Te @ euresH T
FATH o [ATH B ?
/8 o /2TeT AN gad CIRRE]
g A

q. TUTERT AT FHEIIT FH HEES AaTAd a1 q=7 =i e faemafaa s
s/ |/ | @ | HRRI
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R U ATHT TUEHT BHATE FA FaTed AT [qarHE AETIere & AEACHE AT q T A
FRATE TR foar 7

/8 ST/ BNET AN ge CIRRE]

3. TUTSH! FHA T ATF. P AN & T q97 FR faerr arhaen el g ?

3/A /8 AN g CIRRK

¥, qUIEH] BHA Td ATLFHAT AThRAT BH FATAT & TITA ATEE ThIGrdraq U, 043 qAT F9TeA
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Annex- 2 : Your Firm’s Audit Quality Assurance Review visit

ABOUT THE VISIT

The objective of the review visit is to carry out an assessment of whether firms have developed
and implemented a system of quality control/management and maintained the designated
standards of audit quality as appropriate in the circumstances.

Scope of review will cover the following:
e Review of firm’s system of quality control/management as required by NSQC-1/NSQM-
1; whole firm
o Review of compliance to Nepal Standards on Auditing and Code of Ethics — selected
audits
¢ Review of compliance to applicable laws and regulation — selected audits

Quality Assurance Division (QAD) uses a risk-based approach to select firms for visits; Quality
Assurance Board (QAB) may select firms more frequently, depending on factors such as:

e The size and complexity of the firm;

e Firm’s audit clients and whether any of them are Public Interest Entity (PIEs)/listed
entities

¢ Previous regulatory history;

¢ |CAN finds it necessary for regulatory purpose;
¢ Any other risk-based information

FIRMS WITH Public Interest Entities (PIEs) CLIENTS

Any firm which audits at least one PIEs will now be reviewed on the first routine visit of this
system. QAB will decide to carry out the QA Review of remaining firms as well.

For the purpose of QA Review, PIEs refer to ; a publicly traded entity, Banks and Financial
Institutions, Saving and Credit Co-Operatives with total assets or total liabilities exceeding Rs.
50 crores, Insurance Companies, Pension Funds, Provident Fund, Social Security Fund,
Collective Investment Schemes, Public Sector Enterprises including Government Business
Enterprises that have significant public accountability, Securities related agencies, or other
entities defined as public interest entities by prevailing statutes.

We follow the 3-year cycle for audit firms performing the audit of PIEs. But follow-up visits will
be arranged for poor performing audit firms, which will be for period less than the normal visit
cycle.

The follow-up visit of your firm will be fixed based on the seriousness of the findings, your
commitment and readiness to improve the quality of audit and all rights are reserved with QAB
for selection of firm for a follow-up visit.
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PRE-VISIT PROCESS

Please review the list in the ‘What you need to have available for the start of the visit’ section of
this leaflet to ensure you will have all documents and records available for the reviewer to
access.

Your inability to facilitate the review visit for any reason on the date proposed by us should
have to be communicated to the QAD as soon as you come to note that the proposed date is
not appropriate for you.

We’'ll make pre-visit telephone calls to notify you usually 7 to 15 days before the visit date to
answer any questions you may have and discuss practical arrangements for the visit.

Also, at least 15 days before the date of visit, you will need to submit to us your response to the
questionnaire we have sent you on firm’s system of quality control/management along with this
information booklet.

THE ENTRY MEETING

Our approach is open and friendly, starting with an entry meeting to gain a general picture of
your firm.

Prior to commencing the field work, we will convene meeting with proprietor /partner(s), and
key person of the firm. The agenda of the meeting will include:

¢ Introduction between reviewers, Proprietor/Partner(s) and key person of the firm

e Communicate the objective, scope of review, review approach or methodology and
review schedule

e Proprietor/Partner(s) providing introduction and relevant information on their firm

e Proprietor/Partner(s) describing the nature of their audit practice and their approach to
achieving audit quality

e Discussion on firm’s replies to the questionnaire where further information is needed

You are welcome to invite colleagues, such as those involved in internal compliance work/audit
managers, to join you.

FIELD REVIEW

Based on evaluation of your responses to the pre-visit questionnaire and discussions
conducted during the initial meeting, we may want to verify certain records maintained by your
firm to substantiate our understanding of your firm’s quality control/management processes.
Such records could be independence declarations, assessment of staff requirements,
personnel files, complaints register, meeting minutes, training records etc.

We will select and review a sample of audit files, and we may re-perform a sample of your cold
file reviews (performed as part of your audit compliance review) to confirm the firm’s results. If
your internal review has identified problems, we will look to see how you’ve dealt with them.

For the files selected under review, we will look into the documentation of all the planning,
execution and completion phases of the audit engagements which is in other way, compliance
of all NSAs and their documentation.
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During the quality control/management review of your firm, we will look into two audit files of
the PIEs completed during the last two years. The selection of the two PIEs audit files could be
determined by:

o One of the largest in-terms of total assets/turnover

o Based on different sectors

¢ Potential to have audit risks based on the nature of the client from among the clients in

the UDIN data
o Signed by a different partner in case of a partnership firm

In normal circumstances, the review will be conducted for three days except when required,
necessary extension will be made based on the complexity and nature of the file reviewed.

EXIT MEETING
Quality assurance review team will conduct exit meeting after the review is completed.

The agenda of the meeting shall include:
o Communicate the review findings to key person of the firm reviewed
¢ Provide opportunity to the firm to express firm’s viewpoint on issues raised
* Confirm the facts and figures appearing in the draft report to avoid any factual error
¢ Discuss with you how you can find solutions to them

DRAFT QUALITY ASSURANCE REVIEW REPORT

After our review and discussion with you, we will summarize our findings and give it a form of
report where you will also have the sections to input your replies.

We will highlight significant issues, including any areas where we consider the firm has not met
the requirements and they have potential to significantly impact the quality of audit. We will also
report on examples of good audit work done by the firm.

YOUR RESPONSE

We solicit you to respond to our findings through draft report in writing within 15 business days
normally. Your responses are an important part of the visit process so please take particular
care when you draft them. Please try to be specific and refer to any actions you have already
taken or plan to take, and state by what date.

AFTER THE VISIT

When we receive your response, we will complete our visit documentation. We will only be able
to close the process once we receive and consider your responses. If we have any questions,
we will contact you as soon as possible.

The QA review report including the evaluation of the QA review team as approved by the Head
of QAD will be submitted to the QAB for necessary considerations. The evaluation also
consists of marking the audit firm’s quality based on predetermined checklists and grading the
firm in grades as specified in our Audit Quality Assurance Review Procedures. The marks and
grades are the tools for internal use of QAD and not for the disclosures to the firms on an
individual basis.
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You will receive a letter from us to confirm that review of your firm has been completed and
inform you of any actions QAB has taken on the report. QAB is empowered to recommend to
Council the actions to firms if the firms are found to have compromised the audit quality
severely.

SOURCES OF INFORMATION

Please visit www.ican.org.np for useful resources, updates on Quality Assurance and attend
the training, workshop and discussion held by ICAN.

WHAT YOU NEED TO HAVE AVAILABLE FOR THE START OF THE VISIT

The list below sets out information and documents that we may ask to see. If any items are not
clear, please discuss them during our pre-visit phone call.

Quality Control/Management Policy/Manual and your relevant NSQC-1/NSQM-1
documentation.

Records of the last two audit compliance reviews, including cold file reviews, if any.
Staff performance appraisal records and assessment of your staff resources.

List of outsourced staff used, indicating their level of involvement in audits, and the
agreements.

Your firm’s training records and staff/senior management/partner meeting minutes

CPE and training records, fit and proper forms, independence and confidentiality
records for the previous two years for Partners and audit staff (including outsourced).
Records of complaints received since last visit (or date of registration if no previous
visit) and how they have been resolved; or, if still outstanding, a summary of the issues
involved.

Records of any recent disciplinary cases, if any.

Consultation arrangements on ethical, technical, practical or other significant issues.
Audit Practice Manual you have been using for your audits

List of PIEs audit clients

List of other current audit clients, showing name of Engagement Partner (latest year
end, Nature of Audit Client and turnover will be useful).

Access to the files of audit clients for audits completed in the previous 12 months. We
may need to refer to files for the previous 24 months so, ideally, these should be
available.

Within the Audit Files, we expect documentation related to the following at minimum to verify
the level of compliance with the NSAs:

Documents validating auditor’s appointment

Basis of calculation of Audit Fees along with planned work man days

Terms of Audit Engagements

Audit Strategy and Audit Plan

Understanding of the Entity and its Environment, High Level Controls, Risk
Assessments — Procedures and Results, and Response to Assessed Risks, Materiality
Levels, Performance Materiality Levels

Audit Program

Audit Team’s Communication with the Management and Those Charged with
Governance
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Audit Team’s Internal Meeting and Meeting with the Client

File Note, or Summaries of evaluation of Audit Evidence for all material line ltems
Audit Evidence for each material line items filed in a chronological order
Schedule of Errors or Record of Potential Misstatements with Resolution Status
Engagement Quality Control Reviews

Supervision and Review of the Audit Work

Key Audit Matters and Rationale for the same

Management Representation Letter

Procedures Relating to Going Concern, Related Parties and Subsequent Events
Significant Audit Findings

Basis for the Auditor’s Opinion

Calculation of actual man days involved in the audit work

Preliminary Audit Report with Responses from Management/TCWG
Independent Auditor’'s Report with signed copy of Financial Statements
Previous period auditor's report with signed copy of financial statements

LFAR and reports or copies of other certifications

CONFIDENTIALITY

As part of professional norms and courtesy, we will keep all the information related to reviewed
firm strictly confidential. The reviewers making a visit to your firm are also subject to the
independence and confidentiality requirements as applies to practicing members.

COMPLAINTS

If the firm has reasons to believe that the reviewer is acting beyond his authority and scope, or
his actions are prejudices to the interest of the firm, the proprietor/partner(s) of the firm may
make a complaint through email to Executive Director of ICAN, citing the specific and relevant
information there
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Annex - 3: Quality Assurance Review Planning Record
Quality Assurance Review Planning Record
Name of Audit Firm:

Planned Visit Date: From: To:

1. Pre-requisites of Audit Firm Visits

S. No. | Questionnaires Reviewers Comments

1 Has the Pre-Notice been sent?

2 Has the planned visit date been
confirmed?

3 Has the Pre-Visit Questionnaire
been sent along with the notice?

4 Has the firm responded on Pre-
Visit Questionnaire?

5 Has the reviewer gone through
the response provided?

6 Has the reviewer selected the
audit file to be reviewed?

7 What is/are the name/s of the

client whose audit file is going to
be reviewed?

8 What was the basis for selection
of the file?

9 Has the reviewer gone through
the annual report of the client?

10 Does the review team have any

independence issues associated
with firm or the firm personnel?

11 Which type of QA review visit is
this? Routine/Risk/Follow up/Off
Site

12 Has the reviewer analysed the
UDIN data for

proprietor/partner(s) of the firm for
the previous F.Y.?

13 If it is a follow-up review, has the
reviewer gone through the
previous QA review file and made
necessary considerations?
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2. Any Risk Information Available

S. No. | Risk Information Remarks

1

2

3

4

(Note: The risk information might be publicly available information within the firm,
proprietor/partner(s) being subject to regulatory prosecutions, large number of clients, low
number of staff, clients lacking integrity, and any other ethical issues)

3. Major Risk Areas in the Firm’s Quality Control/Management System

S. No | Risk Areas Assessed Risk Planned Response

1. Risk Assessment Process
Governance and
Leadership

3. Compliance to  Ethical
Requirements

4, Acceptance and
Continuance of Client’s
relationship

5. Engagement Performance

6. Resources

7 Information and
Communication

8. Monitoring & Supervision

9. Documentation

(Note: Based upon response to the questionnaire and analysis of the UDIN data including
other information becoming available, identify risks at the firm level, to establish any weakness
in the system and corresponding response and how would you resolve/confirm the assessed
weaknesses)

4. Major Risk Areas in the Audit of Client

S. No | Risk Areas Assessed Risk Planned Response
1 Planning of an Engagement
2 Execution of an Engagement
3 Completion and Review of
Engagement

(Note: The risk assessments may be the principal weakness assessed in each of the audit
section, with corresponding review procedures to resolve or confirm the assessed weakness
including what documents/contents/enquiries need to be obtained or verified).
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5. Follow-up to firm’s response on previous visit findings

S. No. | Particulars of Issues | Firm’s Response or Course | Assessed Risk and
of Actions Response
1
2
3
4
6. Any other Planning Matters
. No. | Particulars Remarks

AlwN=|n

(Note: Any other planning matters may be specific to the firm, based upon the communication
with the firm)
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Annex — 4 : Entry Meeting Agendas

Entry Meeting Topics

Introduction

Reasons for and scope of visit/firm’s expectations of visit and matters the firm wishes to
discuss with reviewer.

Structure and organisation

Ownership and structure of the firm, including details of proprietor/partner(s).

Compliance with COP requirements and notification of all relevant changes to ICAN

Associations with other practices / external business interests

Up to date Filing of Income Tax Returns

Disciplinary history (including any audit related matters)

Complaints, policy, recording.

Does firm have more than one office - if so, consider control/management and consistency

Details of staff, subcontractors, consultants (including those working on audits)

Audit clients

Audit client details:

-public interest

-specialist or complex clients

-audit clients based or reporting overseas

-audit clients with a wide circulation of financial statements
-going concern issues

Engagement acceptance considerations
-higher risk clients

-competence and resources
-independence/ethical issues

Issues arising with any external regulators (for example, financial services regulators)

Firm's procedures

Audit procedures (including approach to updating and procedures for regulated/specialist
audits)

Engagement quality control review procedures
-when required, how monitored
-who performs and how documented

Consultation policy and arrangements

Internal monitoring reviews (required by NSQC-1/NSQM-1)
-whole firm and cold file reviews

-dates of review, who did it

-results, communication of findings

-action plans

Annual independence and confidentiality declarations

Documentation of NSQC-1/NSQM-1 procedures

Code of ethics

Responsibility for ethics
Communicating requirements of the Code of Ethics
Identifying and resolving issues arising
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Explore potential ethical issues and discuss safeguards applied:
-financial, business, employment and personal relationships
-trustee shareholdings

-long association

-fee dependency

-non-audit services

Training, appraisal and CPE

Internal and external audit training (including specialist areas), planning of training, link to
needs of proprietor/partner(s) /staff, monitoring of training achieved (training records)

How does the firm provide feedback to staff (including sub-contractors and consultants) on
their performance

What technical material does the firm have

Other

Any other questions arising from firm’s responses to the pre-visit questionnaire
Matters from previous visits (if already visited)
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Annex - 5: Quality Assurance Review : Firm Level Review Notes

........................... ; Chartered Accountants/Registered Auditors
Reviewer:

Date of Review:

Firm Level:

Notes on filling up the review note:

= The information should contain relevant facts to facilitate understanding of relevant area
of review, or describe how the compliance has been achieved, and if it relates to a review
of a document or an analysis, the points thereof.

= The finding is a weakness or areas of improvement in the particular area of review, and it
is drafted just in firsthand review, which is carried forward for discussion with the firm
management.

= The remarks should contain the information if the finding has been resolved, taken to the
report, or dropped after putting to the attention of the management and receiving the
convincing response.

= The reviewer needs to be guided by the QA checklists, all professional and technical
standards and the relevant laws and regulations on filling this review note.

This general questionnaire is designed to capture the understanding of the firm’s policies
and procedures to comply with the Nepal Standards on Quality Control 1 (NSQC-1)/ Nepal
Standard on Quality Management 1 (NSQM-1) and professional standards at the firm
level, i.e., to its systems and practice of performing the assurance engagements.

Reviewers need to fill these NSQC-1/NSQM-1 specific checklist based upon evaluation of
the pre-visit questionnaire, and their interaction with the key personnel of the firm and
should display how the issue arising has been taken to the report.

1. Risk Assessment Process

Reference

Particulars Information Finding to Report

Risk Assessment Process

a) Has the firm established a
formal process to identify and
assess quality risks related to
the nature and circumstances
of the firm and the
engagements it performs?

b) Does the firm evaluate the
likelihood and magnitude of
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identified quality risks to
determine  which  require
responses?

Are the risk assessment
procedures periodically
reviewed and updated to
reflect changes in the firm’s
activities, regulatory
environment, or feedback
from monitoring activities?

d)

Others if any

2. Governance and Leadership:

Particulars

Information

Finding

Reference
to Report

Leadership responsibility

a)

Has the firm developed its
Quality Control/Management
Policies and procedures, and
has it been communicated to
the staff?

b)

Has the firm  formally
designated a partner or
individual responsible for the
overall operation of the
quality  control/management
system and documented such
responsibility?

Does the senior/managing
partner regularly emphasize
on audit quality through
setting the tone from the top
through meetings, emails,
provision of necessary
resources.

d)

Has the firm ensured that the
commercial considerations do
not override audit quality?

Has the firm ensured
compliance with respect to
minimum fee requirements as
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recommended by ICAN?

f)

Others if any

3. Ethical Requirements:

Particulars

Information

Finding

Reference
to Report

Ethical Requirements

a)

Does the firm have the
practice of orienting their staff
on ethical requirements at
least on annual basis?

Has the firm obtained
confirmation on compliance
with independence from all
firm personnel in previous
year with respect to all their
clients?

Does the firm have
established procedures and
practice for identifying threats
to professional independence
under the ICAN’'s code of
ethics and addressing the
issue identified?

Does the  firm apply
safeguards if circumstances
or relationships exist to
create threat, to eliminate
them or reduce them to an
acceptable level?

Is professional independence
put at risk because the
practice or an individual
partner depends excessively
on revenues from any one
client? If so, detail any
safeguards applied to
eliminate this threat or reduce
it to an acceptable level.

f)

Others if any
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4. Acceptance and Continuance of Client relationships and Specific
Engagements:
Particulars Information Finding Reference
to Report
Acceptance and Continuance
of client relations and specific
engagements
a) Does the firm make a formal
evaluation of acceptance of
their  clients and the
engagement?
b) Does the firm evaluate their
client’s integrity?
c) Does the firm evaluate their
own capabilities, time, and
resources to complete the
engagement?
d) Others if any
5. Engagement Performance:
Particulars Information Finding Reference
to Report

Engagement Performance

a) Does the firm have a set of
audit practice manuals to

ensure appropriate
documentation of the work
performed, significant

judgement applied and review
by the engagement partner?

b) Does the firm have a system
to ensure there is supervision
of the work performed within
the team and review of the
audit process and file by the
engagement partner?

c) Does the firm have the
procedure for the appointment
of EQCR in case of listed
entities audit?
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d)

Whom does the firm consult
with in resolving the difficult
and contentious matters and
the differences of opinion?

e)

Others if any

6.

Resources:

Particulars

Information

Finding

Reference
to Report

Human Resources

a)

Has the firm assessed their
requirements regarding
Human Resources and is that
assessment current?

Has the firm ensured their
human resources are
adequate in terms of both
appropriate level of hierarchy
and quantity with respect to
the number, size and
complexity of their clients?

Does the firm have the
practice of providing general
and engagement specific
training for their staff and
maintaining their capabilities?

Has the firm applied the
process of  performance
evaluation and are there any
incentives provided to staff to
promote audit quality?

Are the staff assigned to
engagement teams
commensurate  with  their
experience and qualifications
required for the team?

f)

Others if any

7.

Information and Communication

Particulars

Information

Finding

Reference
to Report
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Information and
Communication

a) Does the firm have defined
information channels
(formal/informal) to ensure
relevant quality information
flows between partners,
engagement teams, and
management?

b) Does the firm have IT systems
or documentation tools that
capture and maintain reliable
information  supporting its
system of quality
management?

c) Is there a mechanism for
communication of deficiencies
and corrective actions arising
from monitoring activities to all
relevant personnel, including
engagement partners?

d) Others if any

8. Monitoring:
Particulars Information Finding Reference
to Report
Monitoring

a) Does the firm carry out
monitoring of the effectiveness
of their firm’s system of
control? If so, what aspects
are covered?

b) Is any report prepared along
with course of action plans for
improvement? If so, how is
that communicated with staff?

c) Others if any

48




Quality Assurance Division (QAD) Procedures Manual 2020 (First Amendments 2026)

Annex 5.A: Quality Assurance Review: File Level Review Notes

......................... , Chartered Accountants/Registered Auditors

Reviewer: .....c.covvvvieeeernnnnnns

A. File Information;

Name of Client

Address of Client

Main  Activity/Business  of
Client

Date of Listing on Stock
Exchange, if any

Name of Proprietor/Partner

Name of Audit Manager

Number of Audit Staff
Assigned

Name of EQCR

Financial Year Ended

Regulator

Financial Reporting
Framework

Date of Appointment Letter

Date of Issue of Preliminary
Audit report

Date of Response Received
on Preliminary Report

Date of Financial Statements

signed
Date of Auditor's report
signed
Date of Issue of

LFAR/Regulatory Reports

Materiality Level

Audit fee, and Non-Audit Fees

File Specific Information;

Total Revenue, Principal type
of Revenue

Total Expenses, Principal type
of Expenses

Total Assets/Liabilities

Net Profit

Other Relevant Financial
Information
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B. File Review Notes;

Guidance on filling up the review note:
» The information should contain relevant facts to facilitate understanding of relevant areas of

review, or describe how the compliance has been achieved, and if it relates to a review of a
document or an analysis, the points thereof.

» The finding is a weakness or areas of improvement in the particular area of review, and it is
drafted just in first hand review, which is carried forward for discussion with the firm
management.

» The remarks should contain the information if the finding has been resolved, taken to the
report, or dropped after putting to the attention of the management and receiving the
convincing response.

= The reviewer needs to be guided by the QA checklists, all professional and technical
standards and the relevant laws and regulations on filling this review note.

Other Information

the QA Report)

(This table include the summary of issues identified from the Review note for preparing

File A:

File B:
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Areas of Planning of an File A: File B:

Engagement Information | Finding Reference | Information Finding Reference
to Report to Report

Appointment letter and AGM minute
for validation (B 1.1)

Engagement acceptance memo or

decision based upon
Criteria/Clearance with  previous
auditor.
(B 1.2)

Engagement letter and acceptance
by client management (B. 1.3)

Formation of engagement team with
defined responsibility along with
required qualifications.

(B.1.4)

Entry meeting with the client
management (B. 1.5)

Planning meeting of an engagement
team (B. 1.6)

Understanding of the entity
commensurate with the nature and
size of the entity including IT
environment (separate or within
Audit Planning Memorandum) (B.
1.7)

Understanding of the IT process,
effective of the control system, and
response on risk identified. (B 1.8)

Assessment of risk of material
misstatement in financial statement
level (B.1.9)

Assessment of risk of material
misstatement in assertion level
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(B.1.10)

Assessment of fraud risk, risk of
revenue fraud and management
override of controls (B.1.11)

Time Plan of an Engagement, with
breakup of principal activities and
teams. (B.1.12)

Is the outline plan and other matters
communicated to the client.

Preliminary  analytical reviews
conducted and investigated where
there are significant changes.
(B.1.13)

Determination of a materiality level,

considered materiality for
determination of sample sizes
(B.1.14)

Determination of Audit Strategy -
Composition of Test of

Control/Substantive  Tests and
Substantive Analytical Procedures
(B.1.15)

Response to Assessed risks/ Audit
Program finalized (B.1.16)

Review of Internal Audit Report and
other regulatory inspection reports
(B.1.17)

Audit Planning Document or major
planning documents approved by
Proprietor/Partner (B.1.18)

Any other procedure performed
during planning.
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File A: File B:

Areas of Execution of an Audit Information | Finding Reference | Information Finding Reference
to Report to Report

Tailored and Customized Audit
Program to apply procedures for all
material items. (B.2.1)

Documentation of findings and
conclusions on test of each area of
financial statements (Based upon
detail observations below)

(B.2.2)

Obtaining of audit evidence for all
material areas of  financial
statements (B.2.3)

Verification of Opening Balance
(B.2.4)

Examination of material journal
entries/chief adjustment entries
(B.2.5)

Procedures and evidence for
litigation and claims (B.2.6)

Procedures and evidence for related
parties (B.2.7)

Procedure and evidence for
accounting estimates (B.2.8)

Update and revision to audit plan
based upon new information
available (B.2.9)

Determination of the need and
receipt of external confirmations for
obtaining audit evidence (B.2.10)

Communication to
management/TCWG of important
matters (B.2.11)
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Examining of material fluctuations
out of preliminary analytical review
(B.2.12)

Use of checklists for verification of
applicable laws and regulation/
Incorporation of them in the audit
program (B.2.13)

Record of potential misstatements
identified during audit (B.2.14)

Introduction of the Client/Basis of
Preparation of Financial
Statements/the date the financial
statements are authorized for issue.
(B.2.15.1)

A detailed description of the
significant  accounting  policies.
(B.2.15.2)

A detailed description of the
Explanatory Notes (B.2.15.3)

LFAR

Tax Audit Report

Possibilities of Material Non-
Compliance with the Laws and
Regulations identified by reviewer

File A: File B:

Areas of Completion and

Reporting of an Audit Information | Finding Reference | Information Finding Reference

to Report to Report

Final Analytical Reviews (B.3.1)

Review of subsequent events (B3.2)

Review of going concern (B.3.3)

Agreeing of financial statement with
books of accounts/verification of
netting of or aggregation/and related
adjustments for overall presentation
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(B.3.4)

Critical review of financial
statements (B.3.5)

Resolution of misstatements
identified during the audit with
conclusions (B.3.6)

Audit Completion Summary
Checklist or memorandum (B.3.7)

Identification of preparer and
reviewer in all audit documentation.
Evidence of necessary supervision
and review by the EP (B.3.8)

Cross referencing and systematic
filing of work papers (B.3.9)

Maintaining an attitude of
professional skepticism throughout
the audit (B.3.10)

Obtaining of management
representations (B. 3.11)

Coverage and quality of findings in
the Preliminary Audit Report
(B.3.12)

Basis of opinion / Record of
conclusion reached as to opinion
(B.3.13)

Reporting and basis of Key Audit
Matters for Listed Entities (B.3.14)

Audit report in designated format
(B.3.15)

Compliance to regulatory reporting
requirements (B.3.16)

Compliance to other reporting
requirements as per prevailing law
(B.3.17)

Notes carried forward for next year
audit (B.3.18)
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Line-ltem Wise Findings

Line Items Information File A

Finding File, A

Remarks

Line Items | Information File B

Finding File, B
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Annex — 6: Evaluation Sheet for Grading of the Firm’s System and Compliance

QA Marking and Grading Tool

(Evaluation sheet for grading of the Audit firm’s quality control/management system and engagement
compliance)

File A File B Average
S. No Particulars Marks Marks Marks Remarks
Scored Scored | Scored
A. Firm Level -
A1 Risk Assessment Process -
A2 Governance and Leadership -
A.3 Relevant Ethical Requirements -
A4 Acceptance and Continuance of Client Relationship -
A5 Engagement Performance -
A.6 Resources -
A7 Information and Communication
A.8 Monitoring and Remediation -
/B.  [FileLevee [ - - -]
B.1 Planning of an Audit - - -
B.1.1 Appointment letter and relevant minutes for validation -
B.1.2 Engagement acceptance memo or decision based upon -
T criteria/Clearance with previous auditor if applicable
B 13 Engagement Ietter_and acceptance by client management with -
appropriate authority
B14 Formation_of engagement team, with reasonable qualification -
and experience
B15 Entry Meeting with.the. clignt manager_nent, with minute or )
summary note on finalization of planning related matters
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Planning meeting of an engagement team, discussion of risk -

B.1.6 areas and potential misstatement, and work division
Understanding of the entity commensurate with the nature and -
size of the entity (separate or within in Audit Planning
B.1.7 . ) : : o .
Memorandum including the review of previous year's financial
statement)
B18 Understanding of high level controls including IT General -
T Controls and controls to be tested
B19 Assessment of risk of material misstatement in financial -
o statement level
B.1.10 Assessment of risk of material misstatement in assertion level i
B.111 Assessment of fraud risk, risk of revenue fraud and -
Y management override of controls
B1.12 Time Plan of an Engagement, with breakup of principal -

activities and teams

B.1.13 Preliminary Analytical reviews -

Determination of a materiality level, considered materiality for -

B.1.14 o :

determination of sample sizes

Determination of Audit Strategy - Composition of Test of -
B.1.15 Control/Substantive Tests and Substantive Analytical

Procedures
B.1.16 Response to Assessed risks/ Audit Program finalized -
B 117 Review of Internal Audit report and other regulatory inspection )

reports along with summary of notes on their review

Audit Planning Document or major planning documents -
B.1.18 approved by proprietor/partner and any other indication of
involvement of proprietor/partner to guide the team

B.2 Execution of an Audit o = o

B.2.1 Audit Program used to apply procedures for all material items
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B 22 Documentation of findings and conclusions on test of each -
- area of financial statements
B23 Obtaining of audit evidence for all material areas of financial -
- statements
B.2.4 Verification of Opening Balance -
B25 Examination of material journal entries/chief adjustment -
o entries
B.2.6 Procedures and evidence for litigation and claims -
B.2.7 Procedures and evidence for related parties -
B.2.8 Procedure and evidence for Accounting estimates -
B29 Update and revision to audit plan based upon new information -
o available
Determination of the need and receipt of external -
B.2.10 . . e o
confirmations for obtaining audit evidence
B.2.11 Communication to management/TCWG of important matters i
B2 12 Examining of material fluctuations out of preliminary analytical -
o review
Use of checklists for verification of applicable laws and )
B.2.13 . . : .
regulation/ Incorporation of them in the audit program
B.2.14 Record of potential misstatements identified during audit )
B 2.15 Evidences for adequacy of disclosures in Accounting )
) Policies and Other Explanatory Notes as per NFRS/NAS
Introduction of the Client/Basis of Preparation of Financial -
B 2.15.1 Statements/the date the financial statements are authorized
for issue
B 2.15.2 A detailed description of the significant accounting policies )
B 2.15.3 A detailed description of the Explanatory Notes -
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B.3 Completion and Reporting of an Audit - - -
B.3.1 Final Analytical Reviews -
B.3.2 Review of subsequent events and conclusion -
B.3.3 Review of going concern and conclusion -
Agreeing of financial statement with books of -
B.3.4 accounts/verification of netting of or aggregation/and related
adjustments for overall presentation
B.3.5 Critical review of financial statements -
B3.6 Resolution of misstatements identified during the audit with -
e conclusions
B.3.7 Audit Completion Summary Checklist or Memorandum i
Identification of preparer and reviewer in all audit -
B.3.8 :
documentation
Cross referencing and systematic filing of work papers/ -
B.3.9 maintaining permanent files/temporary files/soft copy and hard
copy files
Maintaining an attitude of professional skepticism throughout -
B.3.10 :
the audit
B.3.11 Obtaining of management representations including specific -
e items as appropriate
B.3.12 Coverage and quality of findings in the Preliminary Audit -
e Report and Receipt of Reply from Management
B.3.13 Basis of opinion / Record of conclusion reached as to opinion )
B.3.14 Reporting and basis of Key Audit Matters for Listed Entities )
B.3.15 Audit Report in designated format -
B.3.16 Compliance to regulatory reporting requirements in audit -
o report
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Compliance to other reporting requirements as per prevailing -
B.3.17 law (LFAR, Section 78 certification, Corporate Governance,
UDIN etc.,)
B.3.18 Notes carried forward for next year audit -
Grand Total -

Marks shall be assigned based upon the evidence available during the QA review visit and summary overview of the firm’s quality
control/management system and engagement performance, issues reported in the QA report and the response of the firm. Where
required, the checklists responded by the firm and commented by the reviewer shall also be referenced.

Based upon the above evaluation sheet, firms will generally be graded as follows through marking in the above sheet.
Firms obtaining Marks 70 and above = Compliant

Firms obtaining Marks >=50 and <70 = Moderately Compliant

Firms obtaining Marks less than 50 = Partially Compliant

Note:
1. The above evaluation sheet is designed to make an objective way of arriving at the grades to be assigned to the firms and
reduce the judgmental biasness and subjectivity.
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Annex - 7: Draft Quality Assurance Review Report for Chartered Accountants
Firms

About the Report

This quality assurance review report is prepared for the purpose of and in accordance with the
requirement of, section 6 and 10 of the Audit Quality Assurance Review Procedure 2073. The
report includes the outcomes of the review visit conducted by the Reviewers of the QAB, which
includes maijor issues relating to firm’s practice. This report will be finalized and forwarded to the
QAB following the firm’s reply. The firm is requested to respond on the following findings and
comments within 15 days of the receipt of this report.

IR 101 4o Yo 11T (o Y

Name of the Firm

Address of the Firm

Contact Number

Date the Notice of QA
was sent

Date the response on
Pre-visit Questionnaire
was received

Date of review visit

Team of Reviewers

Proprietor/ Partner(s) of
Firm

Personnel interacted with

Nature of Visit (Routine,
Risk or Follow-up visit)

Other Firm Information

Total number of staff

Total number of clients of
the Firm

Total number of audit
clients

Total number of Public
Interest  Entity  audit
clients

Number of File Review
Conducted

Name of file reviewed
clients, and Audit Partner

Fiscal Year to which the
audit relates
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2. Scope of Review
The review team assessed the firm’s quality control/management system in place, as
mandated by the NSQC-1/NSQM-1 to ensure that its audit and assurance services are
being performed in compliance of such a system and the firm is able to achieve its objective
of being assured that:
o The firm and its personnel comply with professional standards and applicable legal and
regulatory requirements; and
e Reports issued by the firm or engagement partners are appropriate in the
circumstances.

The review team also assessed the compliance to NSAs and legal and regulatory
requirements as per prevailing laws for the completed audit engagements carried out by the
firm. In doing so, the review team made a sample selection of ..... audit files from among the
audit engagements carried out in the last two years for review.

The review and assessment was performed in accordance with the quality assurance
manual and guidelines issued by the QAB of ICAN.

Where the visit is a follow up visit, the review also covers the assessment of the status of
improvements made by the firm against the findings raised in the previous QA Report.

3. APPROACH AND METHODOLOGY .....cccitieieieinierennrnrararnsararnsnsasnsnsnns

o A pre-visit questionnaire checklist on firm level quality control/management review
has been sent to the firm and replies received from the firm prior to our review visit.

e An entry meeting was held with the proprietor/partner(s) of the firm and
understanding of the replies to the questionnaire enhanced.

e One/Two of completed audit files has been reviewed. Selection of the file has been
made based upon the decision and guidance of the QAB.

e File review has covered the review of auditor's procedures required as per
professional and technical standards and relevant legal and regulatory requirements.
A standard checklist form has been used to assist the reviewers in the review
process.

e An exit meeting was held with the proprietor/partner(s) where preliminary issues
noted on firm level and engagement level were briefed and preliminary response
received.

e This report has been prepared based upon issues or shortcomings in the firm’s
quality control/management system and engagement procedures specific to audit file
for the information of the Board and may be significant to be brought into the
knowledge of Audit Firm for necessary action.

4. Limitations

The review has been performed as part of audit monitoring, in accordance with and for the
purpose of ICAN’s regulatory requirements. This review report provides only limited
assurance and cannot be expected to present all the aspects of the audit practice. The
review should not be treated as a substitute for the firm’s own audit monitoring activities.

5. Review Visit FiNdiNgs ..o
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5.1 Summary Overview of Firm’s System of Quality Control/Management

This section includes a broader overview of the Firm's System of Quality
Control/Management as assessed by the reviewer.

Overall Status of the Firm’s System of Quality Control/Management and effectiveness
of its functioning

[ ]
[ ]

Impact of the Weakness Identified
[ )

Potential Root Cause

(That could be one or more from among leadership, personal/ethical/attitude, process,
resource and clients with some elaboration)

[ )
[ )

Key Areas for Improvement
[ )

The above statements are to be read generically and along with the principal and further
improvement findings in Part 5.3 and 5.4 of this report for proper evaluation of the firm’s
quality control/management system.

5.2 Summary Overview of Engagement Performance at File Level

This section includes a broader overview of the system of engagement performance as
assessed by the reviewer.

Overall Status of Compliance as to the Engagement Performance

Impact of the Weakness Identified
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Potential Root Cause

(That could be one or more from among leadership, personal/ethical/attitude, process,
resource and clients with some elaboration)

Key Areas for Improvement
[ ]

On our exit meeting and along with the response to the questionnaire, the firm leadership
has been seen keen to further improve the audit quality and continuously improve
weaknesses identified.

Hence, the above generic statement must be read along with the principal and further
improvement findings in the Part 5.3 and 5.4 of the report to gain a focused understanding
of the firm’s audit quality.

The firm is responsible for establishing, implementing, and maintaining an effective system
of quality in accordance with the applicable standards, and legal requirements. This includes
ensuring consistent application of relevant auditing, assurance, ethical, and quality control/
management standards across all engagements. The firm shall take ownership of its
processes, documentation, and overall compliance, and is expected to address any
identified deficiencies in a timely and appropriate manner.

5.3 Principal Findings:

The findings relate to the principal weaknesses/non-compliance in the firm’s system of
quality control/management and the engagement performance which have or may have a
bearing in attaining the objectives of the firm.

S. | Findings Firm/ File | Criteria Firm’s
No. Al File B Response
At Firm Level (NSQC-1/NSQM-1 Compliance)

1

2

At Engagement Level — Compliance to Professional Standards and legal and Regulatory
requirements

3

4

(Each finding should cover the description of the issue, the relevant para/section of the
standards/legislation, and the resulting impact in the audit practice)

(Criteria refers to specific NSA, NFRS, Acts, Rules, Guidelines related to non-compliance)
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The findings may not have impaired the firm’s quality control/management system and the
engagement performance but which when improved, could result into enhanced level of
compliance and mitigation of resulting risks which could be significant when combined with
such other risks.

S. | Findings Firm/ File | Criteria Firm’s
No. Al File B Response
At Firm Level (NSQC-1/NSQM-1 Compliance)

1

2

At Engagement Level — Compliance to Professional Standards and legal and Regulatory
requirements

3

4

(Each finding should cover the description of the issue, the relevant para/section of the
standards/legislation, and the resulting impact in the audit practice)

(Criteria refers to specific NSA, NFRS, Acts, Rules, Guidelines related to non-compliance)
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Annex — 7.A: Draft Quality Assurance Review Report for Registered Auditor Firms
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Annex -8: Summary QA Review Report to QAB

This report is presented to the QAB after obtaining written response from the firms on QA Review
Report sent to audit firms after completion of review. This report includes the principal findings,
firms’ response and reviewers concluding remarks about the state/intensity of the principal
findings. Further, the report also includes recommendation to the Board on grading of the firms
including actions if any, that seems appropriate based on conclusion of the reviewers for
necessary consideration of the QAB.

Date of Submission to QAB:

1. Brief Information

Name of Firm:

Registered Address of Firm:
Propreitor/Partner(s) of Firm:
Date of Review:

Files Reviewed of:

Date of Report Sent to the Firm:
Date of Response Received:

Review Team:

2. Overall Summary on Firm’s System of Quality Control/Management and Audit Quality
Overall Grading (from Evaluation Sheet) and state of firm’s system and audit quality:
Key Issues:
Firm’'s Commitment and Ability:
Final Rating as appropriate:
Recommended Actions (if any):
(The key issues may be those that are principal issues but may not be all of the principal issues
and they are such issues which are crucial or critical and when present would prevent the firm
from being acknowledged as generally acceptable or above. While deciding the final rating as

above, the guidelines on 5.6 of the Manual need to be considered.)

3. Summary Overview of Firm’s System of Quality Control/Management

This section includes a broader overview of the Firm’s System of Quality Control/Management
as assessed by the reviewer.

Overall Status of the Firm’s System of Quality Control/Management and effectiveness of
its functioning
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Impact of the Weakness Identified

Potential Root Cause

(That could be one or more from among leadership, personal/ethical/attitude, process,
resource and clients with some elaboration)

Key Areas for Improvement
[ )

4. Summary Overview of Engagement Performance at File Level

This section includes a broader overview of the system of engagement performance as assessed
by the reviewer.

Overall Status of Compliance as to the Engagement Performance
L

Impact of the Weakness Identified
[ ]

Potential Root Cause

(That could be one or more from among leadership, personal/ethical/attitude, process,
resource and clients with some elaboration)

Key Areas for Improvement
[ ]
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5. Particulars of Principal Issues and Firm’s Response

S. | Principal Findings
N.

Firm Level/ File A/
File B

Firm’s Response

Concluding
remarks of the
reviewer

Firm Level: Firms’ System of Quality Control/Management

1

2

File Level: Compliance to Professional Standards

and legal and Regulatory requirements

1

2

6. A List of findings reported as for further improvements Required:

Firm Level:

7. QAB’s decision:

Rating to Firm’s System and Compliance: (A: Compliant, B: Moderately Compliant, C:

Partially Compliant,)

Action to the Firm:
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Annex - 9: Final Quality Assurance Review Report

About the Report

This quality assurance review report is prepared for the purpose of and in accordance with the
requirement of, section 6 and 10 of the Audit Quality Assurance Review Procedure 2073. The
report includes the observations of the review visit conducted by the Reviewers of the Quality
Assurance Board (QAB), which includes major issues relating to firm’s practice along with firm’s
reply on the same including the reviewer’s remarks on the firm’s reply. The report was discussed in
the meeting of Quality Assurance Board and is issued attachment of the visit closure letter which
includes outcomes approved by Quality Assurance Board.

I 11 4o Yo 11 o 1o o N

Name of the Firm
Address of the Firm
Contact Number

Date the Notice of QA
was sent

Date the response on
Pre-visit  Questionnaire
was received

Date of review visit

Team of Reviewers
Proprietor/Partner(s)  of
Firm

Personnel interacted with
Nature of Visit (Routine,
Risk or Follow-up visit)
Other Firm Information

Total number of staff

Total number of clients of
the Firm

Total number of audit
clients

Total number of Public
Interest  Entity  audit
clients

Number of File Review
Conducted

Name of file reviewed
clients, and Audit Partner
Fiscal Year to which the
audit relates

2. Scope of Review
The review team assessed the firm’s quality control/management system in place, as
mandated by the NSQC-1/NSQM-1 to ensure that its audit and assurance services are being
performed in compliance of such a system and the firm is able to achieve its objective of being
assured that:
eThe firm and its personnel comply with professional standards and applicable legal and
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regulatory requirements; and
eReports issued by the firm or engagement partners are appropriate in the circumstances.

The review team also assessed the compliance to NSAs and legal and regulatory requirements
as per prevailing laws for the completed audit engagements carried out by the firm. In doing so,
the review team made a sample selection of ..... audit files from among the audit engagements
carried out in the last two years for review.

The review and assessment was performed in accordance with the Quality Assurance Division
Procedure Manual and guidelines issued by the QAB.

Where the visit is a follow up visit, the review also covers the assessment of the status of
improvements made by the firm against the findings raised in the previous QA Report.

APPROACH AND METHODOLOGY .....cccieiureierarererararasarassarasasasasasans

e A pre-visit questionnaire checklist on firm level quality control/management review was
sent to the firm and replies received from the firm prior to our review visit.

o An entry meeting was held with the proprietor/partner(s) of the firm and understanding
of the replies to the questionnaire enhanced.

o ... of completed audit files were reviewed. Selection of the file was made based
upon the decision and guidance of the QAB.

e File review has covered the review of auditor’'s procedures required as per professional
and technical standards and relevant legal and regulatory requirements. A standard
checklist form was used to assist the reviewers in the review process.

¢ An exit meeting was held with the proprietor/partner(s) where preliminary issues noted
on firm level and engagement level were briefed and preliminary response received.

e This report has been prepared based upon issues or shortcomings in the firm’s quality
control/management system and engagement procedures specific to audit file for the
information of the Board and may be significant to be brought into the knowledge of
Audit Firm for necessary action.

Limitations

The review has been performed as part of audit monitoring, in accordance with and for the
purpose of ICAN’s regulatory requirements. This review report provides only limited assurance
and cannot be expected to present all the aspects of the audit practice. The review should not
be treated as a substitute for the firm’s own audit monitoring activities.

Review Visit FINAiNGSs ...

5.1 Summary Overview of Firm’s System of Quality Control/Management

This section includes a broader overview of the Firm’s System of Quality Control/Management
as assessed by the reviewer.

Overall Status of the Firm’s System of Quality Control/Management and effectiveness of
its functioning

Impact of the Weakness Identified
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Potential Root Cause

(That could be one or more from among leadership, personal/ethical/attitude, process,
resource and clients with some elaboration)

[}
[ )

Key Areas for Improvement
[ ]

The above statements are to be read generically and along with the principal and further
improvement findings in Part 5.3 and 5.4 of this report for proper evaluation of the firm’s quality
control/management system.

5.2 Summary Overview of Engagement Performance at File Level

This section includes a broader overview of the system of engagement performance as assessed
by the reviewer.

Overall Status of Compliance as to the Engagement Performance

Impact of the Weakness Identified
[ ]

Potential Root Cause

(That could be one or more from among leadership, personal/ethical/attitude, process, resource
and clients with some elaboration)

L
Key Areas for Improvement
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On our exit meeting and along with the response to the questionnaire, the firm leadership has
been seen keen to further improve the audit quality and continuously improve weaknesses

identified.

Hence, the above generic statement must be read along with the principal and further
improvement findings in the Part 5.3 and 5.4 of the report to gain a focused understanding of the

firm’s audit quality.

5.3 Principal Findings:

The findings relate to the principal weaknesses/non-compliance in the firm’s system of quality
control/management and the engagement performance which have or may have a bearing in

attaining the objectives of the firm.

S. | Findings Firm/ File | Criteria | Firm’s Reviewer’s
No. Al File B Response Comment
At Firm Level (NSQC-1/NSQM-1 Compliance)

1

2

At Engagement Level — Compliance to
and Regulatory requirements

Professional Standards and Legal

3

4

(Criteria refers to specific NSA, NFRS, Acts, Rules, Guidelines related to non-compliance)

5.4 Further Improvements Required:

The findings may not have impaired the firm’s quality control/management system and the
engagement performance but which when improved, could result into enhanced level of
compliance and mitigation of resulting risks which could be significant when combined with

such other risks.

S. | Findings Firm/ File | Criteria | Firm’s Reviewer’s
No. Al File B Response Comment
At Firm Level (NSQC-1/NSQM-1 Compliance)

1

2

and Regulatory requirements

At Engagement Level — Compliance to Professional Standards and Legal

3

4

(Criteria refers to specific NSA, NFRS, Acts, Rules, Guidelines related to non-compliance)
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Annex 10 : Post Review Questionnaire Form

QUALITY ASSURANCE REVIEW- AUDIT FIRM POST REVIEW
QUESTIONNAIRE

This form is developed to obtain feedback from the reviewed audit firms regarding the QA review
visit process to improve our procedures and practice in days to come.

Name of the Firm :

Address of the Firm :

Firm Type : CA-Partnership/CA-Sole Proprietorship/RA-Partnership/RA-Sole Proprietorship

Number of Audit Partner (in case of Partnership Firm) :

Q1. Do you consider that you were given sufficient notice of the visit?

Yes
No

Q2. Did you have any difficulty or problem in filling the request for pre-visit information
(questionnaire and other details) by ICAN?

Yes
No

Q3. If you contacted the Institute for help or advice about providing this information, how
satisfied were you with the response you received?

Very satisfied
Fairly satisfied
Not satisfied
Not Applicable

Q4. Did the reviewer discuss fully with you, or the partner responsible, the individual
findings from file reviews and other work, during the course of review or during exit
meeting?

| Yes | |
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[ No | |

Q5. Were you given opportunity to respond or submit your viewpoints in response to those
findings?

Yes
No

Q6. Did the reviewer explain the findings and the possible underlying causes of any
problems?

Yes, fully
Yes, partially
No, not at all

Q7. Were the findings related to specific standards or regulations?

Yes
No
Can’t Say

Q8. In your view, was sufficient evidence presented to support the reviewer’s findings?

Yes
No
May be

Q9. Following the visit, do you intend to make any changes to the firm’s procedures or
working practices?

Yes
No
Many
Few

Q10. Did the reviewer provide any useful help or guidance to your firm during your visit?

Yes
No
Partially

Q11. How would you rate the reviewer for...?

Very Fairly Not very Not at all

Being courteous

Being constructive
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Being technically competent

Having a good understanding of
the firm’s business

Q12. Did you receive a report from the Quality Assurance Board (QAB) after the visit?

Yes
No

Q13. Were the issues raised in the report been previously discussed?

Yes
No
Partially

Q14. Did you believe that the QA Report was a fair reflection of the visit?

Yes

No
Substantially
Partially

Q15. If the answer to Q14 is “No”, why was QA report not a fair reflection of the visit?
Please explain in the box below.

Q16. Do you think the QAB reached its decision within a reasonable time?

Yes
No

Q17. Was the correspondence from QAB (visit Closure letter) dealing with the decision
clear and concise?

Yes, very
Yes, fairly
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| No, not at all | |

Q18. Do you think the final decision (as given in closure letter) was fair?

Yes
No

Q19. Overall, how satisfied or dissatisfied were you with the visit, both in terms of process
management and quality of inspection?

Very Satisfied Dissatisfied Very
satisfied dissatisfied

Process management
Quality of inspection

Q20. Which parts of the visit went less well and could be improved? What changes, if any,
would you wish to see made to the process? Detail in the box below.
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Annex 11 : Follow-up Status Request Form

Introduction

This form is related to section 11.3 of Audit Quality Assurance Review procedure, 2073 and 5.14 of
QA Division Procedures Manual

This is a format for collecting information from audit firms for the purpose of carrying out review on
update of previous findings and other information necessary.

The request information should be provided to the email of the communicating reviewer/Quality
Assurance and Regulatory Division within one week from the date of request through email.

Reviewer may ask for certain documents if deemed necessary to evident your submission after
reviewing your submission as below.

Basic Information

Particulars Details

Name of the Firm

Nature of the firm
(Proprietorship/partnership)

Registered address of the Firm

Regd. No of the firm

If partnership firm, no. of partners

Other Relevant Information
A. Contact details

Particulars Details

Name of Contact Person*

Designation

Mobile Number

Mailing Address

*This should be the name of the proprietor or the partner from among the partners who need to
act as the primary point of contact with regard to all communication to and from the Institute.
He / She is the same person to fill and submit these details on behalf of the firm.

B. General Information of Audit Firm
1. Information of Proprietor/Partners
S. No. | Membership | COP Name of CPE hrs. | Specific Number of

Number Number | Partner taken (for | role Audit  report
the past assigned Signed in
FY) to partner, | Immediate
if any previous FY
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2. Information on quality and quantity of staff

Particulars Number
Number of Qualified Chartered Accountant staff

Number of other professional staff (Including semi-qualified staff) *
Number of Articleship trainees

Number of other Audit staff

Number of other staff

Total Number of staff**

* The professional staff is designated to include qualified personnel from other accounting
bodies and semi-qualified personnel from ICAN.

** Total number of staff should equal the sum of number of staff at various positions.

Note: Please note that the details of staff should also be provided as per Annexure-1.

3. Branch information, if any

S. Location of Branch Name of | Membership No. | No of Audit

No. Office Partner/Staff of the Branch Reports
assigned as head of | Office Head Issued by the
the Branch Office Branch Office

in previous FY

C. Client Information
3. Summary of Client Information

S. Particulars Detail of
No. Immediate
Previous FY
1 Total number of Audit Clients (this only includes statutory
audit)
2 Total number of Non- Audit Clients (Other than above audit
clients)
4 Total number of Public Listed Audit Client or Entity listed in
stock exchange
5 Total number of Public Interest Entity Client* (other than
listed entity)
6 Total number of Audit Reports signed by your firm
7 Total number of UDIN generated in immediate previous F.Y.
8 Number of revoked UDIN number

*Public Interest Entity (PIEs) for the purpose of Quality Assurance Reviews means; a publicly
traded entity, Banks and Financial Institutions, Saving and Credit Co-Operatives with total
assets or total liabilities exceeding Rs. 50 crores, Insurance Companies, Pension Funds,
Provident Fund, Social Security Fund, Collective Investment Schemes, Public Sector
Enterprises including Government Business Enterprises that have significant public
accountability, Securities related agencies, or other entities defined as public interest entities
by prevailing statutes
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. Firm Review

NSQC-1/NSQM-1:

Note:

e Firm is required to respond on each element of NSQC-1/NSQM-1 with the current firm
practices based on the quality control/management policies and procedures.

o Firm shall at least address the matters defined in the particulars section but not limited to it.

o Quality Reviewer can ask for necessary supporting document on the response provided.

S. N | Particulars Firm Response
1. Risk Assessment Process
a. Has the firm established a formal process

to identify and assess quality risks related
to the nature and circumstances of the
firm and the engagements it performs?

b. Does the firm evaluate the likelihood and
magnitude of identified quality risks to
determine which require responses?

C. Are the risk assessment procedures
periodically reviewed and updated to
reflect changes in the firm’s activities,
regulatory environment, or feedback from
monitoring activities?

2. Governance and Leadership

a. Has the firm developed its Quality
Control/Management Policies and
procedures, and has it been
communicated to the staffs?

b. Have you ensured that the commercial
considerations do not override audit
quality?

C. Have you ensured compliance with

respect to minimum fee requirements as
recommended by ICAN for all client

3. Ethical Information

a. Do you have the practice to orient your
staff on ethical requirements at least on
annual basis?

b. Have you obtained confirmation on
compliance with independence from all
firm personnel in previous year with
respect to all your clients?

C. What is the established procedure for
identifying  threats to  professional
independence under the Institute’s code
of ethics and addressing the issue
identified?

4. Acceptance and Continuance of client
relation and specific engagements
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Do you make a formal evaluation of
acceptance of your clients and the
engagement?

Do you evaluate your client’s integrity?

Do you evaluate your own capabilities,
time, and resources to complete the
engagement?

Engagement Performance

Do you have a set of audit practice
manuals to ensure appropriate
documentation of the work performed,
significant judgement applied and review
by the engagement partner?

What is firm’s procedure for appointment
of EQCR in case of listed entity audits?

Whom to you consult with in resolving the
difficult and contentious matters and the
differences of opinion?

Resources

Have you assessed your firm’s
requirement of Human Resources and is
that assessment current?

Have you ensured your human resources
are adequate in terms of both quality and
quantity with respect to the number, size
and complexity of your clients?

Do you have the practice to provide
general and engagement specific training
to your staff and maintain their
capabilities?

Have you applied the performance
evaluation process and is there any
incentives provided to staff to promote
audit quality?

Information and Communication

Does the firm have defined information
channels (formal/informal) to ensure
relevant quality information flows
between partners, engagement teams,
and management?

Does the firm have IT systems or
documentation tools that capture and
maintain reliable information supporting
its system of quality management?

Is there a mechanism for communication
of deficiencies and corrective actions
arising from monitoring activities to all
relevant personnel, including
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engagement partners?

6 Monitoring

a. Do you carry out monitoring of the
effectiveness of your firm’s system of
control? If so, what aspects are covered?

b. Is any report prepared along with course
of action plans for improvement? If so,
how is that communicated with staff?

2. Audit Engagement Process:

o Firm is required to respond with the current auditing processes of firm based on the Nepal
Standard on Auditing as issued by the ICAN and prevailing laws.

¢ Quality Reviewer can ask for necessary supporting documents on the response provided.

¢ Please provide the following information with respect to your audit systems executed for all

clients in the immediately preceding financial year.

S. N | Particulars Firm’s Response

1. Planning of Engagement

a. Have you ensured the legality of the appointment for all
the client engagements?

b. Have you carried out risk assessments of all audits and
determined a response to those risks?

C. Have you determined materiality level and determined the
sampling methodology based on risks and materiality
level?

d. Have you obtained sufficient understanding of the entity
and information on all relevant controls?

e. Have you ensured the qualification and experience of all
the members in the engagement team is appropriate?

f. Have you documented all the above as planning related
working papers?

2 Execution of Engagement

a. Have you used the audit program to collect the evidence
for all material items of financial statements? Is that audit
program specifically suitable to the client?

b. Have you collected sufficient appropriate audit evidence
for all materials class of transactions?

C. Have you documented your evaluation of all the evidence
for all material items by maintaining the lead schedules?

d. Have you ensured that the audit works/working papers
are supervised and reviewed within the team?

e. Is there evidence of the date of review and identification
of the person reviewing the work/working paper?

f. Is the schedule of errors/statement showing the
evaluation of the potential misstatements prepared along
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with remarks on how they are resolved/addressed?

g. Have you tallied the figures of the financial statements
with the trial balance/underlying accounting records?

h. Have you ensured the adequacy of the disclosures given
in the financial statements?

3 Completion of Engagement

a. Is the MRL obtained with signature from appropriate client
authority?

b. Is the Preliminary audit report sent to the client, and
discussed on potential misstatements with clients along
with the discussing on their implication in the audit report?

C. Is the format of the audit report in compliance with the
applicable auditing standards?

d. Are all the required matters reported under regulatory
reporting section in the audit reports?

e. Are the applicable regulatory reporting requirements are
complied with by the clients?

f. Have you applied the procedures in relation to related
parties, subsequent events and going concern and are
they documented?

g. Have you performed final analytical procedures and the

critical review of the financial statements?

Previous QA Report resolution Status:

Note: Firm is requested to submit its response in the below format.

In the second column, please input the title of findings that appeared in the previous QA
report sent to your firm.

In the third column, please input the actions or measures taken for improvement over
issues raised and recommendation given in the QA report, for current firm’s system or
subsequent audit engagements thereafter.

In the fourth column, please input whether the issue has been resolved or is in process or
any other details that depicts the status of the issue, in terms of current firm’s system or
subsequent audit engagements.

Please insert rows as may be required to insert all findings and their statuses.

Please note that it should be filled and submitted by partner or equivalent of the firm.

(1)

No.

Particulars (2) Actions/Measures taken for | Resolution status
improvement (3) issues (4)

of

Title of Principal Findings
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S. No. | Particulars (2) Actions/Measures taken for | Resolution status of
(1) improvement (3) issues (4)

B Title of Further Improvements Required

Annexure 1:

S.N Name of the Staff Qualification Position
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