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Objective 

To vote to issue as final the following proposed standards: 

• [Proposed] Statement on Quality Management Standards (SQMS) A Firm’s System of Quality 
Control (“SQMS 1”) 

• [Proposed] SQMS Engagement Quality Reviews; and (“SQMS 2”) 

• [Proposed] Statement on Auditing Standards (SAS) Quality Management for an Engagement 
Conducted in Accordance with Generally Accepted Auditing Standards, (“QM SAS”) (collectively 
the “Proposed QM Standards”). 

Quality Management Task Forces 

QM1 QM2/220 
Sara Lord, Chair Jon Heath, Chair 
Phyllis Anderson Harry Cohen             
Sherry Chesser Tom Parry 
Kathryn Fletcher Jeff Rapaglia  
Alan Long Rick Reeder 
Tania Sergott    Mike Westervelt 
Kimberly Stazyk  

 

Background 

The ASB discussed the comments received on the Exposure Draft at its October and December, 2021, 
and January 2022 meetings. The agenda materials presented for this meeting reflect the direction 
provided by the ASB at those meetings, as well as some suggestions from the AICPA Editorial Team to 
clarify the standards.  

 

Amendments (Agenda item 2D) 

The only changes suggested to the proposed amendments were to AT-C 105, paragraph 6, to make the 
language more consistent with SQMS 1. In addition, the proposed amendments have been revised to 
reflect the ASB’s decision not to change the existing ability to date, but not issue, the auditor’s report 
before the engagement quality review has been completed. 
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Matters for ASB Consideration  

1. Documentation (SQMS No. 2, Engagement Quality Review) 

Paragraph 30 of proposed SQMS No. 2 SAS, and the relevant application paragraphs, state the following: 

The engagement quality reviewer should determine that the documentation of the engagement 
quality review is sufficient to enable an experienced practitioner, having no previous connection 
with the engagement, to understand the nature, timing, and extent of the procedures performed 
by the engagement quality reviewer and, when applicable, individuals who assisted the reviewer 
and to understand the conclusions reached in performing the review. The engagement quality 
reviewer should also determine that the documentation of the engagement quality review includes 
the following: (Ref: par. A52–A54) 

a. The names of the engagement quality reviewer and any individuals who assisted 
with the engagement quality review 

b. An identification of the engagement documentation reviewed 

c. The basis for the engagement quality reviewer’s determination in accordance with 
paragraph 27 

d. The notifications required in accordance with paragraphs 26 and 27 

e. The date of completion of the engagement quality review 

A52. The form, content, and extent of the documentation of the engagement quality review 
may depend on the following factors: 

• The nature and complexity of the engagement 

• The nature of the entity 

• The nature and complexity of the matters subject to the engagement quality review 

• The extent of the engagement documentation reviewed 

A53.  The performance and notification of the completion of the engagement quality review 
may be documented in a number of ways. For example, the engagement quality reviewer may 
document the review of engagement documentation electronically in the IT application for the 
performance of the engagement. Alternatively, the engagement quality reviewer may document 
the review through means of a memorandum. The engagement quality reviewer’s procedures 
may also be documented in other ways, for example, in the minutes of the engagement team’s 
discussions when the engagement quality reviewer was present.  

The GAO has requested that the first sentence of paragraph 30 be deleted because it appears to raise 
the EQR documentation requirement to a higher level of importance than may have been intended. As 
written, paragraph 30 gives the appearance that the documentation requirement is an additional 
requirement as it is not in either extant QC-10, A Firm’s System of Quality Control or extant AU-C 220, 
Quality Control for an Engagement under GAAS. 

The requirement in the first sentence of paragraph 30 is similar to the overall documentation requirement 
for financial statement audits in AU-C 230, Audit Documentation paragraph .08 which states: 
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The auditor should prepare audit documentation that is sufficient to enable an experienced 
auditor, having no previous connection with the audit, to understand  

a. the nature, timing, and extent of the audit procedures performed 

to comply with GAAS and applicable legal and regulatory requirements; 

b. the results of the audit procedures performed, and the audit evidence obtained; and 

c. significant findings or issues arising during the audit, the conclusions reached thereon, 
and significant professional judgments made in reaching those conclusions 

Extant QC-10 paragraph .45 states the firm should establish policies and procedures on documentation of 
the engagement quality control review, which require documentation that  

a. the procedures required by the firm's policies on engagement quality control review have been 
performed; 

b. the engagement quality control review has been completed before the report is released; and 

c. the reviewer is not aware of any unresolved matters that would cause the reviewer to believe 
that the significant judgments that the engagement team made and the conclusions it reached 
were not appropriate. 

 

Extant AU-C 220 paragraph .26 states that the engagement quality control reviewer should document, for 
the audit engagement reviewed  

a. that the procedures required by the firm's policies on engagement quality control review have 
been performed; 

b. the date that the engagement quality control review was completed; and 

c. that the reviewer is not aware of any unresolved matters that would cause the reviewer to 
believe that the significant judgments that the engagement team made and the conclusions it 
reached were not appropriate. 

The GAO stated the following: 

 We are concerned that the documentation requirements in the first sentence of Paragraph 30— relating 
to being sufficient to enable an understanding of the nature, timing, and extent of the procedures 
performed in the EQR—are not sufficiently clear and may result in an inconsistent level of detail in the 
documentation of the EQR. The requirement may be over interpreted to require documentation beyond 
the intent of the standard. Alternatively, it might be interpreted to require only a general discussion of the 
EQR process. It is likely that documentation in government audit organizations, will be more detailed than 
may be intended or required. It is also unclear what this requirement incorporates that is not included in 
the specific requirements in Paragraph 30 a-e, which we believe are appropriate.  

This issue was provided to the Task Force. The TF was in support of retaining convergence with ISQM 2 
with the recommendation for QM implementation guidance to address the documentation requirements, 
in collaboration with the GAO.  

 

 

 



Agenda Item 2 – Quality Management 
 

 

 
Page 4 of 4 

 

 

Question for the ASB:  

Should the first sentence in paragraph 30 be deleted? 

2. Editorial Review  

Agenda items 2A-2C have been through Editorial review and reflect revisions suggested by Editorial and 
accepted by staff.  

 

Agenda Items Presented: 

• 2A  Proposed SQMS A Firm’s System of Quality Control, marked from January meeting 

• 2B  Proposed SQMS Engagement Quality Reviews, marked from January meeting 

• 2C  Proposed SAS Quality Management for an Engagement Conducted in Accordance with 
Generally Accepted Auditing Standards, marked from January meeting 

• 2D  Proposed amendments to GAAS resulting from the QM standards  

• 2E Substantive differences between the IAASB and the ASB QM standards 

• 2F  Proposed SQMS A Firm’s System of Quality Control, marked against ISQM 1 

• 2G  Proposed SQMS Engagement Quality Reviews, marked against ISQM 2 

• 2H Proposed SAS Quality Management for an Engagement Conducted in Accordance with 
Generally Accepted Auditing Standards, marked against ISA 220 (Revised)  

• 2I Draft “Crosswalk” 

• 2J Executive Summary 

Ms. Lord and Mr. Heath will be using agenda items 2A, 2B, 2C, and 2D in the discussion of the proposed 
standards. Agenda items 2E-2H are presented for information only. 

 

 

 

 


