


ToR for Development of Sample Quality Management Policy

The Institute of Chartered Accountants of Nepal
Terms of Reference (ToR)
for
Development of Sample Quality Management Policy for Audit Firms in
line with Revised Quality Management Standards

1. Background

The Institute of Chartered Accountants of Nepal (ICAN), through its Quality Assurance Division,
oversees the promotion and monitoring of audit quality in Nepal. Following the adoption of the
Nepal Standard on Quality Management (NSQM 1) aligned with ISQM 1, audit firms are required
to establish systems addressing governance, ethics, risk assessment, engagement performance, and
monitoring. To support firms of varying sizes, ICAN aims to develop a sample Quality
Management Policy as a practical reference for implementing effective quality management
systems in line with the revised standards.

2. Objectives of the Assignment

The primary objective of this assignment is to develop a sample Quality Management Policy
(QMP) for audit firms of varying sizes and complexity, consistent with NSQM 1, incorporating
relevant local legal, regulatory and professional requirements which shall facilitate audit firms in
developing and documenting their internal quality management systems, ensure consistency with
NSQM 1 requirements and include templates, practical examples and implementation guidance.

3. Responsibility of the Institute
Provide relevant information/data whenever asked by the Consultant, that is of sufficient
importance for the development of material.

4. Scope of Work of the Consultant

The Consultant shall develop the Sample Quality Management Policy by maintaining the highest
standards of professional & ethical competence and integrity, encompassing the following key
areas:

= Risk Assessment Process:
Explain the methodology for identifying, assessing and responding to quality risks within the
firm, including sample risk registers and mitigation planning templates.

= Governance and Leadership:
Establish clear policies on the leadership’s role in promoting a culture of quality, defining
responsibilities, accountability and commitment of firm leadership in maintaining the system
of quality management.

= Relevant Ethical Requirements:
Provide guidance for establishing policies and procedures to ensure compliance with ethical
requirements, including integrity, objectivity, professional competence, confidentiality and
independence in accordance with the ICAN Code of Ethics.
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= Acceptance and Continuance of Client Relationships and Specific Engagements:
Outline the procedures for evaluating client integrity, competence and risk factors before
acceptance or continuance of engagements, including documentation formats and decision
matrices.

= Engagement Performance:
Detail the processes to ensure consistent and quality performance of engagements, including
supervision, review, consultation and documentation practices, supported by sample
templates.

= Resources (Human, Technological, and Intellectual):
Develop guidelines for maintaining adequate and competent human, technological and
intellectual resources required for the firm’s operations, with examples of resource
management documentation.

= Information and Communication:
Describe systems and procedures for effective internal and external communication within the
firm to ensure timely, accurate and relevant information sharing.

* Monitoring and Remediation:
Provide processes for ongoing monitoring, inspection and periodic evaluation of the system
of quality management, including methods for identifying, documenting, and addressing
deficiencies.

» Templates and Illustrations:
Prepare practical templates including but not limited to firm's risk assessment checklist,
independence declaration checklist, client acceptance and continuance checklist, Engagement
Partner's review checklist, EQCR checklist, Monitoring checklist, proformas and illustrative
examples to support implementation of each component of the policy suitable to the audit
firms in Nepal.

= Regulatory Compliance:
Ensure full alignment of the developed Quality Management Policy with NSQM 1, NSQM 2,
ICAN’s Quality Review Framework, and other relevant legal and professional requirements
applicable in Nepal.

5. Estimated input of national Key Expert's time-input
10 man days intermittent input within 4 weeks.

6. Timeline of Delivery of Service
The timeline for performance of service is:

S.N. Deliverables Description Timeline
1.| Draft Quality Comprehensive draft incorporating all | Within 4 weeks
Management Policy eight  NSQM-1 components with

templates and guidance

2| ICAN Feedback on Draft | ICAN to review the draft policy and | Within 2 weeks
provide written comments, | from receiving the
suggestions and recommendations (if | draft policy

any) for improvement
@,—W )
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3.| Incorporation of ICAN’s | Final version after incorporating | Within 2 weeks
Feedback and submission | [CAN’s comments from receiving
of Final Draft ICAN’s feedback
4.| Approval from ICAN Formal review and endorsement of the | Within 2 weeks
final Quality Management Policy by | from receiving the
ICAN final draft

7. Payment Terms
The Institute will remunerate the Consultant in two installments as under:

S.N. Activities % of Payment

1. Submission of final draft incorporating the feedback | 50%
and comments from ICAN

2. Approval of final QMP by ICAN 50%

8. Eligibility for submission of Proposal

8.1 The audit firm should be registered with ICAN.

8.2 The firm should be registered with VAT.

8.3 The firm's registration with ICAN should be duly renewed.

8.4 The firm should have obtained tax clearance certificate of latest financial year end i.e. FY
2081/82

8.5 The firm and its partners should not have been convicted of any offence by any competent
body under the provision of any laws and regulations including moral turpitude and period of
five years has been lapsed after the punishment is served.

8.6 The firm should not currently be blacklisted under the applicable legislation.

9. Minimum Experience required for Key Expert

The Key Expert designated by the Firm for the above-mentioned service should hold a Chartered
Accountant degree from ICAN or equivalent body along with membership of ICAN and should
have post qualification experience of at least 7 years. S/He should have at least 5 years of experience
in the role of Engagement Partner, Engagement Quality Control Reviewer (EQCR) and should
possess expertise in drafting Policy/Manual.

10. Submission of Proposal

10.1 The interested audit firm should submit Technical and Financial proposals in email
address: procurement@jican.org.np

10.2  The proposal should accompany following documents regarding eligibility, at minimum:
= Firm's registration certificate issued by ICAN and evidence of its renewal
= Evidence of renewal of partner's certificate of practice in case new partner is admitted

after date of latest renewal of firm with ICAN

= VAT registration certificate
= Tax clearance certificate of latest financial year i.e. FY 2081/82
= Self-declaration of point 8.5 and 8.6

10.3 The Technical Proposal should contain the documents mentioned in the minimum
information required in technical proposal-below.
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104 The Financial Proposal must include the details mentioned in minimum information
required in financial proposal below.
10.5 The Proposal should be submitted by 19" Falgun, 2082 (3" March 2026)

11. Minimum Information required in Technical Proposal
In addition to the instructions set out above, the technical proposal should contain the following
matters:
= Profile of the Firm,
= Details of firm's experience in the format as per Annex 1 below,
= Detail resume of the proposed key expert detailing his/her qualification and
experience, list of statutory audits performed in the capacity of Engagement Partner,
list of statutory audits performed in the capacity of EQCR, and list of Policy/Manual
drafted,
= Documents/Certificates to prove the requirement of point 9,
=  Proposed man days,
=  Proposed approach and methodology clearly outlining the processes & timeline
(including planning, execution and finalization) to be adopted in order to deliver
service as per the terms of reference and,
= Other matters firm considers helpful in evaluating technical proposal.

12. Minimum Information required in Financial Proposal
Financial Proposals at minimum should

= Include the name of proposed key expert, man days input, rate per man day & total
remuneration and,
= Reflect total Fee as sum of above and inclusive of tax.

13. Evaluation
13.1 The proposals received will be evaluated based on the general experience of the firm,

experience and qualification of proposed key expert of the firm, man days proposed, approach
and methodology of the firm to deliver the services required as per the terms of reference as
mentioned in Annex 2 below.

13.2 The method of selection will be least cost selection method; Technical Proposals securing
70% and above will be considered for overall evaluation. The lowest financial proposal
securing the minimum technical score among all the proposals that secure the pass mark in
technical proposal shall be selected.

13.3 Proposals that do not conform to the requirements, specifications, terms and conditions and
accompanied without adequate documents as set out in this terms of reference may
be rejected as non-responsive.

14. Plagiarism
The Policy shall be originally developed by the consultant. Any kind of plagiarism shall be strictly
avoided, however, adequate reference to the framework referred to shall be added in the policy.
Institute at any point of time even after completion of the assignment and consultant work, shall
not be liable for any kind of claim and dispute arising out of violation of copyright and privacy of
other’s publication made by the consultant while preparing this policy.
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15. Copyright and Intellectual Property
The Institute shall have copyright over the developed policy. There will not be any claim of any
intellectual property by the Consultant for the policy delivered.

16. Ownership and Confidentiality
All intellectual property rights of the developed material shall rest with ICAN. The Consultant shall
not reproduce, share, or distribute any part of the materials without prior written consent from

L /
| S
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Annex 1: Details of Firm's experience

A. Experience of Firm in completed statutory audit of listed entities
(Do not include ongoing assignments)
[Only include the assignments which were completed by the firm after registration with
ICAN (Not the assignments carried out by other firms in which partners / others were

associated)]

S.N.

Name of Listed Audit Client

Fiscal Year

1

2.

Add/Delete rows as appropriate

B. Experience of Firm in drafting Policy/Manual

(Do not include ongoing assignments)
[Only include the assignments which were completed by the firm after registration with
ICAN (Not the assignments carried out by other firms in which partners / others were

associated)]

S.N.

Description of Policy/Manual

Fiscal Year

1.

2

Add/Delete rows as appropriate
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Annex 2: The evaluation criteria, sub-criteria and point system for evaluation of technical
proposal are:

S. No. Criteria Marks
A Firm establishment and experience of the Firm 20
1 Firm establishment
Number of years since establishment of the Firm (1 mark for each 1-5
completed year, limited to maximum 5 marks)
2 Audit experience of the Firm
Experience of the Firm in statutory audit of listed entities (1 mark for 1-5
each completed statutory audit, limited to maximum $ marks)
3 Policy/Manual drafting experience
Experience of the Firm in drafting policies or manuals (2 marks for 2-10
each completed assignment, limited to maximum 10 marks)
B Understanding the ToR and Methodology 25
1 Understanding of the ToR
Assessment based on consultant's understanding of scope, objectives 2-10

and deliverables (Poor — 2, Fair — 4, Good — 6, Satisfactory — 8,
Highly satisfactory — 10)

2 Methodology
2.1 Planning: Clarity and adequacy of planning approach 0-3

2.2 Man — days: Appropriateness of proposed man-days 0-2

Execution: Soundness of execution approach and linkage to

23 deliverables

2.4 Finalization: Review, feedback incorporation and final submission
approach

_C___| Qualification and experience of Key Expert =

1 Professional qualification

Chartered Accountancy degree from ICAN or equivalent recognized 10
professional accounting body along with Membership of ICAN

2 Post qualification experience

Minimum 7 years of Post qualification experience (7 marks for 7 710
years, plus 1 mark for each additional year, limited to maximum 10
marks)

3 Experience as Engagement Partner

(1 mark for each completed statutory audit served as Engagement 1-15
Partner, limited to maximum 15 marks)

4 Experience as Engagement Quality Control Reviewer (EQCR)

(1 mark for each completed statutory audit served as EQCR, limited 1-8
to maximum 8 marks)

5 Policy/Manual drafting experience

Experience in drafting professional policies or manuals (2 marks for 2-12
each policy/manual, limited to maximum 12 marks)

Total Marks 100




