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Overview of Quality Review Program

Upholding the integrity of the designation

This document aims to provide you with an overview of the Institute’s quality review program, and to assist practices selected for review to familiarise themselves with the review process.  For a more detailed understanding of the program’s policies and procedures, refer to the Institute’s website at www.charteredaccountants.com.au/Industry-Topics/Quality-review.aspx or contact the Institute’s quality review team on 02 9290 5723. 
Why have a Quality Review Program?

At the Institute, our aim is to serve our members and the public in many ways. Upholding the integrity of the designation ‘Chartered Accountant’ through the quality review program is an important aspect of this. The Institute’s quality review program, ensuring practitioner members maintain a consistently high standard of quality and service to their clients, is therefore a key feature of our co-regulatory framework, together with 
high entry standards, training and development requirements, and comprehensive professional rules 
and standards. 

Additionally, conducting quality reviews is a necessary condition of the Institute being recognised as a professional accounting body both by regulators in Australia and internationally. CPA Australia and the National Institute of Accountants also conduct quality reviews programs, as do the accounting and regulatory bodies in every major jurisdiction in the world.

Two specific quality control standards apply to accounting practices: APES 320 Quality Control for Firms which applies to all accounting practices and ASQC 1 Quality Control for Firms that Perform Audits and Reviews of Financial Reports, Other Financial Information, and Other Assurance Engagements which applies to all practices that conduct assurance engagements.  As both of these standards are based on the current version of ISQC 1, the quality control standard issued by the International Auditing and Assurance Standards Board, they are essentially the same, despite different drafting formats. 

Members who hold certificates of public practice are therefore required by APES 320 and ASQC 1, where applicable, to establish and maintain a system of quality control policies and procedures, designed to provide reasonable assurance that a practice and its staff comply with standards, regulatory and legal requirements. A quality control system consists of policies designed to achieve this objective and the procedures necessary to implement and monitor compliance with those policies.

What is a Quality Review?

The program is a quality assurance process to monitor whether our members have the quality control policies and procedures in place to comply with professional standards and legal requirements.  The program is compliance focused.

During an Institute quality review, an Institute appointed reviewer reviews the quality control policies and procedures that are implemented in a practice.  The reviewer considers the quality control procedures that the practice has established by covering the following elements of quality control, as set out in APES 320 and ASQC 1:

· Leadership responsibilities for quality within the practice

· Ethical requirements

· Acceptance and continuance of client relationships and specific engagements

· Human resources

· Engagement performance

· Monitoring.

We do this by:

· Examining the practice’s manuals, working papers and other documents to evaluate adherence to professional standards, regulatory and legal requirements

· Selecting a cross-section of recently completed engagement files to assess whether the quality control procedures are being implemented.  Reviews do not assess the appropriateness of the opinions issued, or the advice provided, by members.

There are two types of quality review depending on the size of the practice being reviewed:

· A full review for all practices (other than those eligible for a limited review as described below).  A reviewer, appointed by the Institute, conducts the review.  Details of these full reviews are covered in this paper.

· A limited self assessment review for sole practitioners holding a Concessional Certificate of Public Practice at a one third rate. Holders of a Concessional Certificate at a nil rate are excluded from this review.

Practitioners holding a Full Certificate of Public Practice who do not sign off on audits requiring a registered company auditor registration and with fees from public practice services of less than $50,000 per annum are also eligible to request a self assessment review.  

For more information on self assessment reviews access the quality review section of the Institute’s website at www.charteredaccountants.com.au/Industry-Topics/Quality-review/What-is-quality-review/Types-of-reviews.aspx 
The review program’s policies and procedures are set by the quality review committee, a committee comprised of Chartered Accountants as well as non members. The committee includes a reviewer and members from a cross section of public practices, varying in size, specialisation and geographical location.

How often are practices reviewed?

All practices that sign-off on audits requiring a registered company auditor (RCA) registration are reviewed at least once every three years (before Australian auditing standards were given the force of law, these practices were reviewed every five years, unless the practice audited public listed companies). However, this does not apply to a sole practitioner holding a concessional certificate of public practice as they are subject to a self assessment review.

All other practices are reviewed once every five years, including practices with an RCA but not conducting RCA audits.

If a practice is selected for review on a three year cycle as one or more partners in the practice is an RCA, but does not actually conduct any audits requiring sign-off by an RCA, the practice needs to inform the Institute and attach supporting information, including an ASIC Annual Statement. The practice will then be included in the five year review cycle.

For details on the information required by the Institute to support a five year review cycle for RCAs refer to the Frequently Asked Questions on the quality review section of the Institute’s website at www.charteredaccountants.com.au/Industry-Topics/Quality-review/What-is-quality-review/Who-is-reviewed-and-how-often.aspx 
Selection for review is in no way a reflection on the practice.  Practices are selected for review approximately three or five years from the date their previous Institute review results letter was issued.  New practices are randomly selected for review.

Who are the reviewers?

All our reviewers are experienced Chartered Accountants who work, or have worked in public practice.  Reviewers are selected because of their professional reputation and practice experience. Their expertise and experience is matched as closely as possible to the practice under review to enhance the efficiency and effectiveness of reviews. To assist this process, the practice completes a specially designed Confidential Practice Information Questionnaire, which gathers background information about the practice, such as the size, nature of engagements, etc.  Practices are able to request an alternative reviewer if they believe the nominated reviewer is not appropriate or there is a conflict of interest.

Under the Terms and Conditions of their appointment the reviewers are bound by strict agreements.  These ensure a standard and professional approach to each review, particularly in relation to the confidentiality of all information encountered during a review. Reviewers are bound not to disclose any identifying information about the practice, its personnel or its clients other than to the Institute’s quality review staff, except:

· Where the review results in a referral to the Institute’s professional conduct division, or

· If the Institute is compelled by law.

What happens during a review?

Usually, a full review follows these 6 stages:

1.
Institute notifies the practice they have been selected for review, and the practice returns the Confidential Practice Information Questionnaire.

2.
Institute notifies the practice of the nominated reviewer and the review fee.
3.
Reviewer arranges and attends the initial planning visit at the practice, including selecting files for review. The practice obtains client consents for these files.

4.
Reviewer attends the practice a second time to review engagement files.
5.
Findings and Suggestion Report provided by the reviewer to the practice, and the practice comments on the report to the reviewer.
6.
Institute sends the practice the quality review results letter detailing any follow up action required by the practice and an invoice for the review fee.

You can find out more about each stage by accessing the quality review section of the Institute’s website at www.charteredaccountants.com.au/Industry-Topics/Quality-review/Resources-for-practitioners/What-happens-during-a-review.aspx 
How do practices benefit from a review?

Conducting quality reviews is a necessary condition of the Institute being a ‘professional accounting body’ in the eyes of government, ASIC and the International Federation of Accountants.  This means practices benefit through the recognition from professional and government bodies, for example enabling our members to become Registered Company Auditors. As well as fulfilling our obligations as an accounting body, there are other direct benefits for our members.  For example, other regulatory bodies have regard to the reviews conducted by the Institute when planning their review program, such as the ATO reviews of self managed superannuation fund auditors.

You can read the comments from practices previously reviewed by accessing the quality review section of the Institute’s website www.charteredaccountants.com.au/~/media/Files/Industry%20topics/Quality%20Control/Revieweecomments_2009-2010.ashx 
How does an Institute review link with reviews by other regulators?

The Institute and CPA Australia have a reciprocal arrangement regarding quality reviews. While the review programs are operated separately by the individual bodies, a review by one body is fully recognised by the other body.

If a practice has been reviewed by another body or regulator, the Institute’s review will place reliance on that other body’s work, provided the other body has provided sufficient documentation to rely on.  This may reduce the time and cost of an Institute review.

Policy on the retention of, and access to, review documentation

From 1 July 2008, quality review result letters, and any associated correspondence, are kept on file.  This allows reviewers to see how practices have progressed over time, by comparing the review result with the previous result.  It will also allow the Financial Reporting Council and its consultants, to oversee the Institute’s work. The information will be treated confidentially, and will not be shared with any other third party.

For more information refer to the Institute’s policy on the retention of, and access to, review documentation available in the quality review section of the Institute’s website at www.charteredaccountants.com.au/~/media/Files/Industry%20topics/Quality%20Control/Retentionpolicy_Sept2010.ashx 
How is a review costed?

To calculate the fee for a review the Institute considers information from the Confidential Practice Information Questionnaire to give an initial estimate.  The actual fee invoiced is based on the time spent on the review by the reviewer plus an amount to cover the Institute’s direct costs for reviews.

The reviewer’s time includes time spent at the practice, plus time spent preparing for the review and finalising the work papers and findings and suggestions report.  Institute staff review all reviewers’ workpapers and reports, and prepare the Institute’s results letter to the practice to ensure consistency for all reviews.  Other direct costs of conducting reviews include corresponding with the practice, matching the practice with an appropriate reviewer, and liaising with the reviewer and practices. These costs also include a contribution to the out of pocket expenses for reviewers who travel to practices in regional locations, as these out of pocket expenses are shared by every practice, and not charged as an additional impost on regional practices. The Institute’s costs charged to practices do not include general administration of the review program or any other Institute activities.

Who pays for a review?

Each practice pays for its own review.  As a requirement of holding a Certificate of Public Practice, Regulation 715.5 requires that members meet the costs of the review as imposed by the Institute.

How long does a review take?

This varies according to the practice.  A breakdown of the time spent on the review of a sole practitioner is generally as follows:


Reviewer’s activity and hours


Planning and administration
0.5


Complete/review Quality Control for Firms Questionnaire


and select client engagements
2.5


Review engagement files and complete engagement questionnaires
3.5


Prepare and discuss Findings and Suggestions Report
2.5





9.0


Quality review staff activity and hours

Correspondence with practice and reviewer
1.0


Reviewing reviewer’s report and workpapers
1.5


Preparing and issuing the Institute results letter
0.5




3.0



Total time
12.0

If any major issues are encountered during the course of the review that could result in any significant increase in the fee the practice is advised immediately.

What are the review rates?

The review fee is based on an hourly rate to cover the reviewers’ and Institute’s time on the review as outlined above.  The quality review committee monitors that the review hours for the reviewers are reasonable and charged at reasonable hourly market rates.

In the example for a sole practitioner outlined above, the total for a review in NSW and Victoria would be $2,160 @ $180/hour and for other states $2,040 @ $170/hour.  These costs exclude GST.

The hourly rate varies according to the number of members holding a Certificate of Public Practice at the practice. The hourly rate for a 2 to 4 partner practice in NSW and Victoria is $200 and $190 in the other states. The rate for a practice with 5 or more partners (excluding Big 4 and 2nd tier practices) is $220 in NSW and Victoria and $210 in the other states.

The fee will be calculated based on the hourly review rate at the time the review is conducted.

Follow up review

As a result of their review, the appropriate follow up action for a small number of practices is a follow up review in twelve months time.  All follow up reviews are charged to the practice on the basis of the hours spent by the reviewer and Institute staff, plus any out of pocket expenses incurred by the reviewer (such as, travel and accommodation expenses).

What are the common results of findings arising from a review?

To answer this question we have grouped the results under headings that reflect the classifications given by the Institute.

No departures from professional standards: Applies to practices where the quality control procedures appear adequate to comply with professional standards and regulatory and legal requirements.

Departure/s from professional standards, not classified as serious:  Applies to practices where quality control policies and procedures appear substantially adequate to comply with professional standards and regulatory and legal requirements, and the policies and/or procedures appear to be generally adhered to.

Action plan to be prepared by the practice, follow up review within one year and potential referral to the Institute’s disciplinary processes for investigation:  This indicates the practice’s quality control policies and procedures appear insufficient to comply with professional standards and legal requirements, and/or existing policies and procedures have not been adhered to.

Referral to the Institute’s disciplinary processes for investigation:  Any review that reveals a fundamental breach of standards is automatically referred to the Institute’s disciplinary processes for investigation.  A reviewer may also recommend referral for investigation where there appears to be a fundamental deficiency in the procedures or ethical behaviour of a practitioner or practice.

Other practices are referred for investigation if the practice does not provide an action plan, or has provided a plan but the follow up review reveals the plan has not been adequately implemented.

A member may be excluded from membership under By-law 21(b) if a practice does not pay its review fee in accordance with Regulation 715.  Additionally, members may have their Certificate of Public Practice suspended for not co-operating with the review program in accordance with Regulation 715.

Who is the best person to contact at the Institute?

For further information about the program, contact one of our quality review staff.

Position
Name
Contact Number

Manager Quality Review
Assunta Corbo FCA
02 6122 6112

Quality Review Administrator
Suzanne Smith
02 9290 5723

Where can I find more information?

More information is available on the quality review section of the Institute’s website at www.charteredaccountants.com.au/Industry-Topics/Quality-review.aspx 
Disclaimer

The Quality Review Program is not an audit of the practices or files of any members of the Institute of Chartered Accountants in Australia. By conducting the Quality Review Program and reviewing particular members in the course of the Quality Review Program, the Institute is not certifying or representing that the work done or the opinions given by the member generally, or for particular clients or on particular files, is correct or of a high or any particular standard. The Institute expressly disclaims all liability for any loss or damage arising from any reliance upon the fact that the Institute conducts the Quality Review Program or has reviewed a particular member in the course of the Quality Review Program, or upon any annual reports, overviews, reports on particular members or practices, or other materials produced by the Institute regarding or in connection with the Quality Review Program.
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