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Stimulating and promoting continuous improvement in audit quality through effective 
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1. Definition of terms 
 

AFS Annual Financial Statements 

CPD Continuous Professional Development 

EQCR Engagement Quality Control Review 

IAASB International Auditing and Assurance Standards Board 

IAS International Accounting Standard 

ICAN Institute of Chartered Accountants of Namibia 

ICOM Investigation Committee 

IESBA International Ethics Standards Board for Accountants 

IFAC International Federation of Accountants 

IFIAR International Forum of Independent Audit Regulators 

IQCR Independent Quality Control Reviewer 

ISA International Standard on Auditing 

ISQC International Standard on Quality Control 

ISQM International Standard on Quality Management 

MI Material Irregularity 

PAA Act Public Accountants' and Auditors' Act 51 of 1951 (as amended) 

PAAB Public Accountants' and Auditors' Board 

PIE Public Interest Entity 

PPE Property, Plant and Equipment 

QAC Quality Assurance Committee 

RAA Registered Accountant and Auditor 
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2. INTRODUCTION 
 

The PAAB is a statutory body established by an Act of Parliament, mandated with the provision of regulatory oversight 
of Registered Accountants and Auditors (“RAAs”) in Namibia. As part of its mandate the PAAB, through its Inspections 
department, has performed audit quality inspections during the 2021 reporting period, results of which are presented 
in this report. 

The inspection results contained in this report only relate to the inspection reports considered and evaluated by the 
PAAB’s Quality Assurance Committee (“QAC”) during the 2021 reporting period. Regardless of the period in which the 
actual inspection exercise took place, inspection results are only reported on in the period during which consideration 
and evaluation by the QAC is performed.  

This report highlights, among other information, the review types performed, the number and examples of high-risk 
findings identified per review type and inspection theme, comparison of PAAB results with that of the International 
Forum of Independent Audit Regulators (“IFIAR”) as well as respective comparative information for the immediately 
preceding reporting period. The report also contains summarized, non-exhaustive guidance on the firm and audit file 
considerations that need to be taken into account when establishing a system of quality control and performing audit 
engagements respectively. 

For anonymity, the report does not provide firm or practitioner specific information. Note that this report only 
summarizes the high-risk findings identified during the review process, hence any low-risk findings raised during the 
inspection process are not contain herein. 

 

2.1 Inspection mandate 
 

The PAAB was born out of section 2 of the Public Accountants’ and Auditors’ Act 51 of 1951 (“PAA Act”) (as amended) 
to carry out its objectives and perform its functions and duties under the PAA Act.  

The PAAB derives its inspection mandate from section 21 (1) (h) of the PAA Act that says  

“The Board shall have power to take any steps which it may consider expedient for the maintenance of the 
integrity, the enhancement of the status and the improvement of the standards of 
professional qualifications of accountants and auditors and to encourage research in 
connection with problems relating to any matter affecting the accounting profession”. 

 

2.2 Inspection objectives 
 

The ultimate objective of quality assurance inspections is to protect the financial interests of the general public through 
the effective and appropriate regulation of audits conducted by RAAs, in accordance with internationally recognized 
professional standards and processes, hence boosting and maintaining public confidence. 

Concurrently, quality assurance inspections are aimed at stimulating and promoting continuous improvement in audit 
quality by regulated firms and practitioners through interrogation of the firms’ systems of quality control and the 
monitoring of engagement files for compliance with professional standards and applicable regulation and legislation.  
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3 INSPECTION APPROACH 
The PAAB has adopted a combination of risk-based and sample-based inspection approaches.  

 

3.1 Risk-based approach 
 

Based on the information submitted by firms and practitioners as a way of complying with mandatory annual declaration 
requirements, the PAAB identifies and evaluates inherent and other risk factors specific to firms and engagement files. 
Conclusions are then drawn as to whether or not specific firms and engagement files should be classified as high-risk. 
It is these high-risk firms and engagement files that the PAAB selects for quality assurance reviews.  

The risk-based approach is internationally recognized and regarded as the most suitable approach. It is also in line 
with the IFIAR’s Core Principle 9 that requires audit regulators to have risk-based inspection programs in place. The 
approach helps in boosting and maintaining public confidence in the opinions expressed and assurance work 
performed by RAAs on high-risk engagements like Public Interest Entities (“PIEs”) for example. 

Section 8 of the PAAB Quality Assurance Methodology defines high-risk entities as: 

 Listed entities, and subsidiaries of listed entities 
 State owned entities 
 Banks 
 Insurance companies 
 Collective investment schemes 
 Pensions funds, retirement funds and provident funds 
 Medical schemes 
 Co-operatives 
 Tertiary education institutions 
 
Firms with client portfolios made up of any of the above-listed entities may be regarded as high-risk firms when 
considered and evaluated in light of other risk factors.   

 

3.2 Sample-based approach 
 

In the absence of inherent and other risk factors specific to particular firms and engagement files, the PAAB adopts a 
sample-based approach to inspections. This approach follows that a representative sample of the firm’s assurance 
work is singled out for inspection based on non-risk factors like assurance fees, nature and size of the engagement 
files involved etc.  

This approach seeks to compensate for firms and engagement files that do not meet the “high-risk” definition and 
ensures that such firms and engagement files are subjected to quality assurance inspections as well, hence ensuring 
a level playing field. 
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4 INSPECTION CYCLES 
 

The PAAB’s quality inspections program is performed in 3-year cycles, ensuring that each and every firm and 
engagement practitioner undergoes an inspection at least once every 3 years. Under normal circumstances a firm or 
engagement practitioner only gets inspected once every 3 years. These are instances where a firm or engagement 
practitioner achieves a satisfactory result upon an initial inspection in a given 3-year cycle.  

However, there may be circumstances in which a firm or engagement practitioner gets inspected more than once in a 
given single 3-year cycle due to an unsatisfactory outcome(s). Affected firms and practitioners will then be subjected 
to a re-inspection exercise in the subsequent calendar year. The process recurs until a satisfactory inspection result is 
attained, subject to a maximum of two re-inspections. If after two consecutive re-inspections the firm or engagement 
practitioner fails to achieve a satisfactory result, the QAC will refer such firm or engagement practitioner to the PAAB’s 
Investigation Committee (“ICOM”). Referral to the ICOM may also be done after the first re-inspection, provided that a 
firm or engagement practitioner has recurring high-risk finding(s) from the initial inspection. 

 

Hierarchical representation of the above process 
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5 INSPECTION TYPES AND SCOPE 
 

The following two types of inspections are performed by the PAAB as part of its quality assurance program: 

 Audit firm inspections 
 Engagement file inspections 
All audit firms and practitioners, registered with the PAAB, and offering auditing and assurance services are subjected 
to a quality assurance inspection program at least once in any given 3-year inspection cycle. Engagements subject to 
quality assurance inspections are audits of annual financial statements. 

 

5.1 Audit firm inspections 
 

Audit firm inspections entail assessing and evaluating the firm’s system of quality control for compliance with the 
requirements of International Standard on Quality Control (“ISQC”) 1, International Standard on Auditing (“ISA”) 220 
and the International Federation of Accountants (“IFAC”) Codes. The process involves the examination of relevant 
evidence to understand the proper design of a firm’s system of quality control and assessing the effectiveness of its 
implementation. Firm inspections may take the form of initial inspections or re-inspections in a given 3-year cycle. The 
technicalities are the same for both forms of inspections, however it is the scope that differentiates the two. 

For an initial inspection all the relevant areas of the firm’s system of quality control are assessed and evaluated by the 
reviewer for compliance with the relevant quality control pronouncements. However, with re-inspections, the scope is 
restricted to specific areas on which the firm had high-risk findings during the previous inspection session. 

In 2020, the International Auditing and Assurance Standards Board (“IAASB”) approved the replacement of 
International Standard on Quality Control (“ISQC ”) 1, Quality Control for Firms that Perform Audits and Reviews of 
Financial Statements, and Other Assurance and Related Services Engagements with a restructured and enhanced 
International Standard on Quality Management (“ISQM”) 1, Quality Management for Firms that Perform Audits or 
Reviews of Financial Statements, or Other Assurance or Related Services Engagements, with firms being required to 
design and implement compliant systems of quality management by December 15, 2022.  

 

5.2 Engagement file inspections 
 

Engagement file inspections entail inspecting completed audit files for compliance with the applicable accounting and 
auditing standards, IFAC codes as well as the relevant regulation and legislation. Hence, all aspects of planning, field 
work and completion/reporting are considered.  

Engagement file inspections may take the form of initial inspections or re-inspections in a given 3-year cycle. The 
technicalities are the same for both forms of inspections, however it is the scope that differentiates the two. 

For an initial inspection, the reviewer looks at the whole audit file from planning, field work through to the 
completion/reporting stage. However, with re-inspections, the scope is restricted to the following specific areas: 

 Planning 
 Completion/reporting 
 Areas of significant risks 
 Areas of the file on which high-risk findings were identified during the previous inspection session 
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6 INSPECTION PROCESS 
 

The PAAB’s current inspection process is composed of five broad stages as indicated in the diagram below. This 
process may, in future, be extended to include further stages like root cause analysis and appropriate remedial actions 
in light of given circumstances. 

6.1 PAAB’s inspection process 

 

Planning

Obtaining annual assurance declarations
Defining the scope of the inspection cycle 
Applying a risk-based or sample-based selection criteria
Sending out notifications of planned inspections
Agreeing on suitable timelines
Sending engagement letters and inspection questionnaires 

Execution

Performing inspections
Compiling preliminary findings reports
Discussion of findings with firms and engagement practitioners
Obtaining comments from firms and engagement practitioners
Providing reviewer clearance based on firms’ or practitioners’ comments
Sending reports to an anonymous Independent Quality Control Reviewer ("IQCR") not 
forming part of the inspection team

•IQCR checks consistency of the wording of findings, considers comments and makes a final 
assessment of risk level of each finding and makes final recommendation to the QAC

Evaluation 
and 

consideration 
by QAC

The QAC meets upon receiving at least 3 firm reports and 10 engagement file reports
Anonymity of reports is maintained to ensure an independent and objective consideration 
and evaluation thereof
QAC makes a final decision on the outcome of each report on the basis of the information 
provided. Results may be any one of the following:

Satisfactory: Next inspection in 3 years following the receipt of official results
Unsatisfactory: Re-inspection after 1 year following receipt of official results
Unsatisfactory: Referral to the ICOM

Reporting

•Final findings reports and official feedback letters are sent to firms and engagement 
practitioners notifying them of the inspection outcome.

Appeals or 
reconsiderati
on requests

Firms and engagement practitioners are allowed to appeal on unsatisfactory outcomes.
Appeals should be sent to the PAAB within 6-weeks of the official date of communication of 
inspections results to the firm or engagement practitioner.
Only one appeal/reconsideration request is permitted
•The appeal will be considered and evaluated at the next QAC meeting and the outcome 
communicated accordingly.
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7 INSPECTION RESULTS 
 

The PAAB performed audit quality inspections during the 2021 reporting period and the results thereof are tabled 
below: 

Table 7.1: 2021 inspection results 

  
2021 

 
2020 

 

N
o.

 o
f a

ud
it 

fir
m

 
 in

sp
ec

tio
ns

 p
er

fo
rm

ed
 

N
o.

 o
f e

ng
ag

em
en

t f
ile

 
in

sp
ec

tio
ns

 p
er

fo
rm

ed
 

  
To

ta
l c

om
bi

ne
d 

in
sp

ec
tio

ns
 

pe
rfo

rm
ed

 

N
o.

 o
f a

ud
it 

fir
m

 in
sp

ec
tio

ns
 

pe
rfo

rm
ed

 

N
o.

 o
f e

ng
ag

em
en

t f
ile

 
in

sp
ec

tio
ns

 p
er

fo
rm

ed
 

  
To

ta
l c

om
bi

ne
d 

in
sp

ec
tio

ns
 

pe
rfo

rm
ed

 

Total inspections performed* 5 10 15 3 6 9 

Inspections rated satisfactory* 3 4 7 3 5 8 

Inspections rated unsatisfactory* 2 6 8 0 1 1 

Pass rate (%) 60% 40% 46.7% 100% 83.3% 88.9% 

Fail rate (%) 40% 60% 53.3% 0% 16.7% 11.1% 

Total (%) 100% 100% 100% 100% 100% 100% 

 

* Figures include both initial inspections and re-inspections where applicable.  

In 2021 a total of 15 combined inspections were performed, of which only 7 achieved a satisfactory outcome, resulting 
in a combined pass rate of 46.7%. This result is indicative of a deteriorating performance when benchmarked against 
the combined pass rate of 88.9% according to the previous year’s inspection results.  

Of the 15 combined inspections performed 10 related to engagement file and the remaining 5 related to audit firm 
inspections. The respective split pass rates for the engagement file and audit firm inspections were 40% and 60%, 
which also indicated a declining trend when compared to the previous year’s split pass rates of 83.3% and 100% 
respectively.  

 

7.1 Firm level findings 
 

The total number of high-risk firm findings was 28 (2020: 0) and a summary thereof is provided in the following table, 
ranked per the ISQC 1 quality control element (inspection theme) sorted from the highest to the lowest frequency of 
occurrence in the inspection reports. 
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Table 7.1.1: Number and percentage of high-risk findings per firm inspection theme 

Rank 
2021 

Rank 
2020 

Inspection theme No. and percentage of high-risk findings per 
inspection theme 

2021 2020 
# (%) # (%) 

1 - Engagement performance 12 42.9% - - 

2 - Monitoring 8 28.6% - - 
3 - Ethical requirements 3 10.7% - - 

4 - Client acceptance and continuance 2 7.1% - - 

4 - Leadership responsibilities 2 7.1% - - 
6 - Human Resources 1 3.6% - - 

Total No. of high-risk findings 28 100% - - 
Total No. of firms inspected 5  3 - 

Average No. of high-risk findings per firm reviewed 5.6  - - 

 

It was appreciated by the PAAB that the firms reviewed cooperated to streamline the quality review process. The 
majority of the firms reviewed demonstrated a strong understanding and appreciation of the requirements of ISQC 1. 
These firms had a well-established and maintained system of quality control that include a set of comprehensive 
policies and procedures aimed at addressing the following elements of a system of quality control: 

 Leadership responsibilities for quality within the firm 
 Relevant ethical requirements 
 Acceptance and continuance of client relationships and specific engagements 
 Human resources 
 Engagement performance 
 Monitoring 
 

However, a few firms demonstrated a lack of a basic understanding of ISQC 1 requirements with regards to establishing 
and maintaining a system of quality control. Such firms had no documented quality control manuals in place and/or 
lack detailed evidence of the implementation of documented quality control policies and procedures.  

ISQC 1 requirements apply to all firms, though to varying extents depending on factors such as the size and operating 
characteristics of the firm, and whether or not it is part of a network firm etc.  

 

7.2 Comparison of the top 5 PAAB firm findings with IFIAR firm findings 
 

The following table provides a comparison of the number of high-risk firm findings per the PAAB report with the number 
of firm findings per the IFIAR Survey of Inspection Findings report. The comparison is limited to the top 5 firm inspection 
themes with the highest number of findings as indicated in the previous table. We have used the data from both reports 
to come up with respective average number of findings per firm inspected, hence adding value to our comparisons. 
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Table 7.2.1. Comparison of the top 5 PAAB firm findings with IFIAR firm findings 

No. Inspection theme No. of high-risk findings per inspection 
theme 

2021 2020 
PAAB IFIAR PAAB IFIAR 

1 Engagement performance 12 101 - 86 
2 Monitoring 8 24 - 33 

3 Ethical requirements 3 73 - 69 
4 Client acceptance and continuance 2 22 - 29 
4 Leadership responsibilities 2 7 - 12 
 Total No. of findings for all firm inspection themes** 28 246 - 259 
 Total No. of audit firms inspected during the period 5 142 3 139 
 Average No. of firm findings per inspected firm 5.6 1.73 - 1.86 

 

** The total includes findings relating to the Human Resources inspection theme, although not specifically shown in the 
above table. 

On average, the PAAB inspections performed during the 2021 reporting period raised a higher number of firm findings 
per each audit firm inspected compared to that of IFIAR members who submitted their firm findings. However, in 2020 
the PAAB did not raise any high-risk firm findings, resulting in a nil average number of findings per audit firm inspected 
compared to 1.86 per the IFIAR survey. 

 

7.3 Examples of high-risk findings raised per firm inspection theme 
 

Inspection theme Inspection theme sub-category Ref No. of 
findings 

 
 
 
 
 
 
 
 

Engagement 
Performance 

 Failure to establish and/or implement policies and 
procedures regarding Consultations. 

ISQC 
1.34 

2 

 Failure to establish and/or implement policies and 
procedures regarding Engagement Quality Control Reviews 
(“EQCR”). 

ISQC 
1.35 
to 

1.42 

 
4 

 Failure to establish and/or implement policies and 
procedures regarding Differences of Opinion. 

ISQC 
1.43 

2 

 Failure to establish and/or implement policies and 
procedures regarding Completion of the assembly of final 
engagement files. 

 
ISQC 
1.45 

 
2 

 Failure to establish and/or implement policies and 
procedures for the maintenance of Confidentiality, Safe custody, 
Integrity, Accessibility and Retrievability of engagement 
documentation. 

 
ISQC 
1.46 

 
1 

 Failure to establish and/or implement policies and 
procedures for the Retention of engagement documentation. 
 
 

ISQC 
1.47 

 
1 
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Monitoring 

 Failure to establish and/or implement policies and 
procedures on Monitoring the firm’s system of quality control. 

 
ISQC 
1.48 

 
2 

 Failure to establish and/or implement policies and 
procedures on the Evaluation, Communication and Remedying of 
Identified Deficiencies in the monitoring process. 

ISQC 
1.49 
to 

1.53 

 
4 

 Failure to establish and/or implement policies and 
procedures to deal with Complaints and Allegations. 

 
ISQC 
1.55 

 
2 

 
 

Ethical 
Requirements 

 Firm personnel not complying with annual independence 
declaration requirements. 

ISQC 
1.24 

1 

 Failure by firms to adopt the International Ethics 
Standards Board for Accountants (“IESBA”) Code of Ethics. 

ISQC 
1.20 

2 

 
 

Client 
Acceptance and 

Continuance 

 Failure by firms to:  
o Adopt the Public Interest Entity (“PIE”) definition per the 
IESBA Code and the relevant ICAN Circular. 
 

ICAN 
Circular 
2021/04 

 
IESBA 
Code  

2 

 
 
 
 
 

Leadership 
Responsibilities 

 Failure by firms to establish and/or implement a system 
of quality control that includes policies and procedures aimed at 
addressing the following elements: 
o Leadership responsibilities for quality within the 
firm 
o Relevant ethical requirements 
o Acceptance and continuance of client relationships and 
specific engagements 
o Human resources 
o Engagement performance 
o Monitoring. 

 
 
 
 
 

ISQC 
1.16 
1.17 

 
 
 
 
 
 

2 

 
 

Human 
Resources 

 Failure by a RAA to comply with Continuous 
Professional Development (“CPD”) requirements. 

ICAN 
CPD 

Policy 

 
 
 

1 

 

7.4 Engagement file level findings 
 

The departure point is that high-risk findings from engagement file inspections do not necessarily indicate that the 
audited financial statements are misstated or that the audit firm necessarily has a deficient system of quality control 
related to the findings. 

The total number of high-risk engagement file findings was 20 (2020: 5) and a summary thereof is provided in the 
following table, ranked per the file inspection theme sorted from the highest to the lowest frequency of occurrence in 
the inspection reports. 
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Table 7.4.1: Number and percentage of high-risk findings per engagement file inspection theme 

Rank 
2021 

Rank 
2020 

Inspection theme No. and percentage of high-risk findings per 
inspection theme 

2021 2020 
# (%) # (%) 

1 2 Audit Report 5 25% 1 20% 
2 1 Adequacy of AFS Presentation and Disclosure  4 20% 2 40% 
3 - Ethics and Independence  3 15% - - 
4 - Risk Assessment and Response 2 10% - - 
4 - PPE/Investment Property  2 10% - - 
6 - Pre-engagement activities/Planning 1 5% - - 
6 2 Going Concern  1 5% 1 20% 
6 - Journals  1 5% - - 
6 - Auditor’s Own Compliance with Laws and Reg 1 5% - - 
- 2 Unadjusted audit differences - - 1 20% 

Total No. of high-risk findings 20 100% 5 100% 
Total No. of engagement files inspected 10 - 6 - 
Average No. of high-risk findings per file inspected 2 - 0.83 - 

 

Practitioners cooperated during the inspection process and demonstrated willingness to address the identified 
deficiencies going forward.  

 

7.5 Comparison of the top 5 PAAB file findings with IFIAR file findings 
 

The following table provides a comparison of the number of high-risk engagement file findings per the PAAB report 
with the number of engagement file findings per the IFIAR Survey of Inspection Findings report. The comparison is 
limited to the top 5 engagement file inspection themes with the highest number of findings as indicated in the previous 
table. We have used the data from both reports to come up with respective average number of findings per engagement 
file inspected, hence adding value to our comparisons. 
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Table 7.5.1. Comparison of the top 5 PAAB file findings with IFIAR file findings 

No. Inspection theme No. of high-risk findings per inspection 
theme 

2021 2020 

PAAB IFIAR PAAB IFIAR 

1 Audit Report 5 47 1 28 

2 Adequacy of AFS Presentation and Disclosure  4 71 2 95 

3 Ethics and Independence  3 *** - *** 

4 Risk Assessment and Response 2 37 - 36 

4 PPE/Investment Property  2 *** - *** 

 Total No. of findings for all file inspection themes**** 20 817 5 891 

 Total No. of audit files inspected during the period 10 893 6 898 

 Average No. of file findings per inspected audit file 2 0.91 0.83 0.99 

 

***The IFIAR did not classify the items as inspection themes according to IFIAR Table B.3 Listed PIE Audits (page B-
8). 
 
**** The total includes findings relating to other engagement file inspection themes not specifically shown in the above 
table. 
 
On average, the PAAB inspections performed during the 2021 reporting period raised a higher number of engagement 
file findings per each engagement file inspected compared to that of IFIAR members who submitted their firm findings. 
However, in 2020 the PAAB raised a lesser number of engagement file findings per each engagement file reviewed 
compared to that of IFIAR members. 
 

7.6 Examples of high-risk findings raised per engagement file inspection theme 
 

Inspection theme Inspection theme sub-category Ref No. of 
findings 

 
 
 

Audit Report 
 
 
 
 

 The content of the audit reports issued by 
practitioners not in line with ICAN revised 
publications following amendments to the IESBA 
Code of Ethics. 

 
ICAN Circulars 

 
3 

 The content of the audit reports issued by 
practitioners for group engagements was not 
appropriate for group audit reports. 

 
ISA 700 (Revised) 

 
2 

 
 

Adequacy of Annual 
Financial Statement 

Presentation and 
Disclosure 

 
 

 Non-disclosure in the AFS, contrary to the 
applicable accounting frameworks’ disclosure 
requirements. 
 

Applicable 
Accounting 
Framework 

  
3 

 Material inconsistencies between amounts 
disclosed in the primary financial statements and the 
respective amounts disclosed in the notes. 

 
Applicable 
Accounting 
Framework 

 
 

1 
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Ethics and 
Independence 

 Failure by practitioners to document the 
relevant and/or appropriate safeguards put in place 
to eliminate and/or reduce the self-review threats to 
independence resulting from practitioners’ review of 
financial statements for which they were responsible 
for preparing. 

 
 

IESBA Code of 
Ethics 

 
 
 

3 

Risk Assessment and 
Response 

 Failure by practitioners to identify and/or 
respond to presumed significant risks. 

ISA 240 2 

 
PPE/Investment 

Property 

 Lack of documented evidence to support the 
reasonability of PPE useful lives and residual values 
applied by management. 

 
IAS 16 

 
2 

 
Pre-

engagement/Planning 

 Overall materiality and performance 
materiality set at the same level. 

 
ISA 320 

 
1 

Going Concern  No documented evidence in the 
engagement file to support the entity’s going 
concern. 

 
ISA 570 

 
1 

 
Journals 

 No documented evidence in the 
engagement file to support the verification of material 
journals entries.  

 
ISA 240 

 
1 

Auditor’s own 
Compliance with Laws 

and Regulation 

 Non-consideration of a possible Material 
Irregularity (“MI”) resulting from a material non-
compliance with the provision of the applicable laws 
and regulations. 

 
ISA 250 

 
1 

 

8 INSPECTIONS SNAPSHOT AS AT 31 DECEMBER 2021 
 

Due to the outbreak of the Covid-19 pandemic, the PAAB slowed down on its inspections, particularly during the 
2020/21 periods, resulting in an unprecedented backlog. The PAAB is making every effort to ensure that the backlog 
gets cleared within the current cycle of inspections (2021 – 2023). The below table indicates the status of the PAAB’s 
inspections as at 31 December 2021. 

Table 8.1: Inspections snapshot as at 31 December 2021 

Current inspections cycle (2021 – 2023) Notes Firms Practitioners Total 
Already inspected                                              [1] 8 16 24 
Due, but not yet inspected                                       [2] 37 52 89 
Due for inspection within the next two years       [3] 16 41 57 

Total records: Inspections department  61 109 170 

Total records: Membership & Training department   61 109 170 

Variance  - - - 
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Notes 

1 Pertains to all inspections performed during the 2021 period. By 31 December 2021 the QAC had 
considered and evaluated the results of 15 out of the 24 inspections performed. Due to late timing of the 
remaining 9 inspections, consideration and evaluation by the QAC will only take place during the 2022 
period. 
 

2 Pertains to inspections that should have been performed by 31 December 2021, however these were 
delayed due to the effects of Covid-19. Such inspections will only take place during the 2022 period. 
 

3 Pertains to inspections that are either due in 2022 or 2023 
 

  
 

9 CONCLUSION 
Overall, the 2021 results have shown a declining trend compared to prior year. At least one of the following factors 
explains why the current year’s performance deteriorated from prior year, taking the number of inspection findings and 
pass rates into account: 

 There is a direct correlation between the number of audit quality inspections performed and the resulting 
number of inspection findings raised. A reduced number of inspections was performed during the 2020 reporting period 
due to stricter Covid-19 restrictions, hence a lesser number of inspection findings were raised during the respective 
period compared to the 2021 reporting period. 
 All inspections performed in 2020 were re-inspections, hence the chances of unsatisfactory outcomes were 
very minimal since audit firms and audit practitioners had enough time to address any deficiencies noted during the 
previous inspection sessions. 
 More than 50% of inspections performed in the 2021 reporting period were initial inspections as opposed to 
re-inspections, hence the probability of audit firms and audit practitioners not attaining satisfactory outcomes was quite 
high unlike the case with re-inspections 
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10 APPENDICES 
The below appendices provide guidance on the firm and audit file considerations that need to be taken into account 
when establishing a system of quality control and performing audit engagements respectively. The guidance is neither 
exhaustive nor meant to cover each and every unique aspect of a specific firm or audit file. The nature, size and 
individual characteristics of each and every firm or audit file will determine the extent of considerations to be taken into 
account during the process. The considerations are based on summarized extracts from the relevant professional 
standards and should therefore not, in any way, be viewed as a substitute for complying with all the relevant parts of 
the applicable professional standards. 

 

10.1 Appendix 1: Considerations when establishing a system of quality control within the firm 
 

The below considerations are based on requirements per ISQC 1, ISA 220 and IFAC Codes. Going forward, some 
changes are expected with the replacement of the current quality control standards by the three new and revised quality 
management standards that will become effective from the 15th of December 2022. 

Relevant element of a 
system of quality control 

 
Requirements (ISQC 1, ISA 220 & IFAC Codes) 

General 

The firm shall establish and maintain a system of quality control that includes policies 
and procedures that address each of the following elements:  
 Leadership responsibilities for quality within the firm  
 Relevant ethical requirements  
 Acceptance and continuance of client relationships and specific 
engagements  
 Human resources 
 Engagement performance 
 Monitoring. 
The firm shall document its policies and procedures and communicate them to the 
firm’s personnel. 
Personnel within the firm responsible for establishing and maintaining the 
firm’s system of quality control shall have a good understanding of the entire 
ISQC 1, including its application and other explanatory material, to understand its 
objective and to apply its requirements properly. 

 
Leadership 

responsibilities for quality 
within the firm 

Such policies and procedures shall require the firm’s chief executive officer  
(or equivalent) or, if appropriate, the firm’s managing board of partners (or  
equivalent) to assume ultimate responsibility for the firm’s system of quality  
control. 
The engagement partner shall take responsibility for the overall quality on each audit 
engagement to which that partner is assigned. 
The firm shall establish policies and procedures such that any person or persons 
assigned operational responsibility for the firm’s system of quality control by the firm’s 
chief executive officer or managing board of partners has sufficient and appropriate 
experience and ability, and the necessary authority, to assume that responsibility. 

 
 
 

The firm shall establish policies and procedures designed to provide it with 
reasonable assurance that the firm and its personnel comply with relevant ethical 
requirements. 
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Relevant ethical 
requirements 

At least annually, the firm shall obtain written confirmation of compliance with its 
policies and procedures on independence from all firm personnel required to be 
independent by relevant ethical requirements. 
The engagement partner shall obtain relevant information from the firm and, where 
applicable, network firms, to identify and evaluate circumstances and relationships that 
create threats to independence. Based on the evaluation, threats must be identified and 
appropriate mitigatory actions taken in this regard. 
The engagement partner should evaluate the significance of threats and safeguards 
necessary where a former member of the audit team/partner of the firm/key audit 
partner currently occupies a position of director/officer/is in a position to exert 
significant influence over the preparation of the client's accounting records or the 
financial statements on which the firm will express an opinion. 
Where necessary, a register should be maintained in which the provision or receipt of 
gifts and hospitality to and from clients are recorded (including partners / directors / 
senior management). 
 
The register should be reviewed prior to accepting or renewing engagements as well 
prior to signing the audit report to ensure that only gifts or hospitality which a 
reasonable and informed third party, having knowledge of all relevant information, 
would consider trivial and inconsequential are accepted. 
The lending of staff by the firm to an audit client may be given (but only for a short 
period of time) and only on the understanding that the firm’s personnel shall not be 
involved in: 
 Providing non-assurance services that would not be permitted under the 
section; or 
 Assuming management responsibilities. 
The engagement team should consider overdue fees outstanding from an assurance 
client when evaluating the firm's independence of the client. 
The firm shall establish policies and procedures: 
 Setting out criteria for determining the need for safeguards to reduce the 
familiarity threat to an acceptable level when using the same senior personnel on an 
assurance engagement over a long period of time; and 
 Requiring, for audits of financial statements of listed entities, the rotation of 
the engagement partner and the individuals responsible for engagement quality 
control review, and where applicable, others subject to rotation requirements, after a 
specified period in compliance with relevant ethical requirements. 
Where safeguards cannot reduce threats to independence to acceptable levels, 
personnel members, whose independence is threatened, should be removed 
immediately from the assignment or the engagement is terminated. 
Engagement partners shall provide the firm with relevant information about client 
engagements, including the scope of services, to enable the firm to evaluate the 
overall impact, if any, on independence requirements. 
Personnel should be instructed to immediately inform the engagement partner of 
circumstances and business relationships / activities that may create threats to 
independence. 
Personnel should be instructed to immediately inform the engagement partner of 
circumstances and business relationships / activities that may create threats to any of 
the fundamental principles included in the IFAC Code of Ethics. 
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The engagement partner should inform the staff of confidentiality requirements on 
each engagement. 

Acceptance and 
continuance of client 

relationships and specific 
engagements 

The engagement partner shall be satisfied that appropriate procedures regarding the 
acceptance and continuance of client relationships and audit engagements have been 
followed, and shall determine that conclusions reached in this regard are appropriate. 

Matters arising on previous audits should be considered before continuing with an 
assignment.   
If the engagement partner obtains information that would have caused the firm to 
decline the audit had that information been available earlier, the engagement partner 
should promptly communicate that information to the firm. 
Where the firm obtains information that would have caused it to decline an 
engagement had that information been available earlier, the following should be 
considered: 
 Professional & legal responsibilities 
 The possibility of withdrawing from the engagement. 
The engagement partner/firm should follow and document all procedures required to 
withdraw from an engagement. 

Human Resources 

Based on past performance, the capabilities and competence of staff should be 
assessed before they are assigned to each engagement. The engagement partner 
should sign off on the audit file as proof that these requirements have been met. 
The firm shall assign responsibility for each engagement to an engagement 
partner and shall establish policies and procedures requiring that: 
 The identity and role of the engagement partner are communicated to key 
members of client management and those charged with governance; 
 The engagement partner has the appropriate competence capabilities, and 
authority to perform the role; and 
 The responsibilities of the engagement partner are clearly defined and 
communicated to that partner. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The review structures on each engagement should be formalised during the planning 
stage and placed in the planning section of the audit file. All work performed is 
reviewed by a more experienced team member. 
Before the auditor’s report is issued, the engagement partner, through review of audit 
documentation and discussions with the engagement team, should satisfy himself that 
sufficient appropriate audit evidence has been obtained to support the conclusions 
reached. 
Appropriate consultation should take place on difficult or contentious matters. 
The assessment of whether sufficient resources are available to enable appropriate 
consultation to take place should be documented. 
The nature and scope of consultations should be documented.  The documentation 
should indicate the issues, the basis for the decisions taken, the results and 
implementation thereof.  Conclusions resulting from consultations should be 
documented in the relevant section of the audit file.  The engagement partner should 
sign off and ensure that it is implemented. 
The requirements of ISA 620 (Using the Work of an Expert) should be adhered to 
when consulting. 
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Engagement 
performance 

 

The engagement quality control reviewer (if applicable to the engagement) should 
sign off on consultations. 
Differences of opinion between the engagement team and those consulted or 
between the engagement partner and the engagement quality control reviewer should 
be documented in the relevant section at the earliest possible stage.  If necessary, 
other partners in the firm, professional bodies or other appropriate parties should be 
consulted to resolve such matters. 
Conclusions reached should be documented and implemented.  The engagement 
partner and engagement quality control reviewer, if applicable, should sign off as 
proof of this.  The report cannot be issued until all differences of opinion have been 
resolved. 
Where consensus cannot be reached the engagement partner should take 
responsibility for making the final decision.  A more senior partner, if available, should 
be consulted on the matter. 
The firm shall establish policies and procedures requiring, for appropriate 
engagements, an engagement quality control review that provides an objective 
evaluation of the significant judgments made by the engagement team and the 
conclusions reached in formulating the report. Such policies and procedures shall:  
 Require an engagement quality control review for all audits of financial 
statements of listed entities;  
 Set out criteria against which all other audits and reviews of historical 
financial information and other assurance and related services engagements shall be 
evaluated to determine whether an engagement quality control review should be 
performed; and 
 Require an engagement quality control review for all engagements, if any, 
meeting the criteria per above. 
Criteria the firm considers when determining which engagements, other than audits of 
listed entities, will be subject to an engagement quality review may include: 
 The nature of the engagement and the extent to which it involves a matter of 
public interest. 
 Unusual circumstances or risks in an engagement 
 Whether laws or regulations require an engagement quality control review. 
For audits of listed entities and other audits required by the firm, the engagement 
partner: 
 
 Ensures that an engagement quality control reviewer has been appointed. 
 Discusses significant matters arising during the audit engagement with the 
engagement quality control reviewer. 
 Does not issue the auditor’s report until the completion of the engagement 
quality control review and the taking of appropriate action to address significant issues 
identified by the reviewer. 

 Criteria for eligibility as an Engagement Quality Control Reviewer should be 
determined and documented by the CEO/Managing Board of Partners.  
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 For listed entities, the engagement quality control reviewer should document all 
considerations necessary to ensure compliance with the quality control standards. 
Engagement quality control reviews for engagements other than audits of financial 
statements of listed entities may, depending on the circumstances, include some or all 
of the considerations for listed entities to ensure compliance with the quality control 
standards. 
 
Requirements for all reviews (minimum): 
 Discussion of significant matters with the engagement partner; 
 Review of the financial statements or other subject matter information and 
the proposed report; 
 Review of selected engagement documentation relating to significant 
judgments the engagement team made and the conclusions it reached; 
 Evaluation of the conclusions reached in formulating the report and 
consideration of whether the proposed report is appropriate. 
 
Additional requirements for listed entities: 
 The engagement team’s evaluation of the firm’s independence in 
relation to the specific engagement; 
 Whether appropriate consultation has taken place on matters 
involving differences of opinion or other difficult or contentious 
matters, and the conclusions arising from those consultations; and 
 Whether documentation selected for review reflects the work 
performed in relation to the significant judgments and supports the 
conclusions reached. 
A report should be issued by the engagement quality control reviewer indicating 
whether the audit opinion is appropriate.   
Where the engagement quality control reviewer and the engagement partner disagree 
on matters, the report should not be issued until the firm’s procedures for resolving 
differences of opinion have been followed. 
The assembly of final engagement files should be completed on a timely basis after 
the engagement reports have been finalised. 
Where no time limits are prescribed by law or regulation, the firm should establish 
time limits to complete the assembly of final engagement files on a timely basis. 
The firm should maintain the confidentiality, safe custody, integrity, accessibility and 
retrievability of engagement documentation. 
Engagement documentation should be retained for a period sufficient to meet the 
needs of the firm or as required by law or regulation. 
For audit engagements, the retention period should ordinarily not be shorter than five 
years from the date of the auditor’s report, or, if later, the date of the group auditor’s 
report. 

 
 
 
 
 
 

The firm shall establish a monitoring process designed to provide it with reasonable 
assurance that the policies and procedures relating to the system of quality control 
are relevant, adequate, and operating effectively. This process shall:  
 Include an ongoing consideration and evaluation of the firm’s system of 
quality control including, on a cyclical basis, inspection of at least one completed 
engagement for each engagement partner;  
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Monitoring 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Require responsibility for the monitoring process to be assigned to a partner 
or partners or other persons with sufficient and appropriate experience and authority 
in the firm to assume that responsibility; and  
 Require that those performing the engagement or the engagement quality 
control review are not involved in inspecting the engagement.  
On occasion, engagements may be selected without prior notification to the 
engagement team. 
The firm should evaluate any monitoring deficiencies noted and determines whether 
they are ‘once-off’ by nature or whether they require prompt corrective action. 
The firm should communicate to engagement partners and other appropriate 
personnel deficiencies noted as a result of the monitoring process and make 
recommendations for appropriate remedial action. 
Recommendations may include any of the following: 
 
 Taking appropriate remedial action in relation to an individual engagement or 
member of personnel. 
 Communicating findings to those responsible for training and professional 
development. 
 Changing quality control policies and procedures. 
 Disciplinary action against those who fail to comply with the firm’s quality 
control policies and procedures - especially those who do so repeatedly. 
The firm should determine what further action is appropriate to comply with relevant 
professional standards and regulatory and legal requirements where: 
 
 A threat of actual / threatened litigation exists between the firm and an audit 
client 
 The results of monitoring procedures indicate that a report may be 
inappropriate or that procedures were omitted during the performance of the 
engagement.  
 Legal advice will be obtained from an appropriate legal forum if considered 
necessary. 
The firm should communicate, at least annually, the results of the monitoring process 
to engagement partners and other appropriate individuals within the firm (including 
CEO/Managing board of partners). 
Some firms operate as part of a network and, for consistency, may implement some 
of their monitoring procedures on a network basis. Where firms within a network 
operate under common monitoring policies and procedures designed to comply with 
ISQC 1, and these firms place reliance on such a monitoring system, the firm’s 
policies and procedures shall require that: 
 At least annually, the network communicates the overall scope, extent and 
results of the monitoring process to appropriate individuals within the network firms; 
and 
 The network communicates promptly any identified deficiencies in the 
system of quality control to appropriate individuals within the relevant network firm or 
firms so that the necessary action can be taken, in order that engagement partners in 
the network firms can rely on the results of the monitoring process implemented within 
the network, unless 
the firms or the network advise otherwise. 
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Complaints and allegations should be investigated and documented by a suitably 
qualified external person or another firm / a partner with sufficient and appropriate 
experience and authority but who was not involved in the engagement. 
When a complaint or allegation indicates a possible breakdown in quality control 
policies and procedures, the firm should investigate the matter and take the 
necessary actions. 
The firm should establish policies and procedures requiring appropriate 
documentation to provide evidence of the operation of each element of its system of 
quality control. 
Documentation should be retained for a period of time as required by law or per the 
firm’s internal policies. 

 

 

10.2 Appendix 2: Considerations when performing audit engagements 
 

Selected audit area Requirements 

 
Verification of 

opening balances 
for initial 

engagements 

For initial audit engagements, the auditor should ensure that: 
 The opening balances do not contain misstatements that materially affect the 
current period’s financials; 
 Opening balances agree to prior year closing balances; 
 Accounting policies are consistently applied or changes in accounting policies 
have been properly accounted for. 
If the auditor concludes that:  
 the current period’s accounting policies are not consistently applied in relation to 
opening balances in accordance with the applicable financial reporting framework; or  
 a change in accounting policies is not appropriately accounted for or not 
adequately presented or disclosed in accordance with the applicable financial reporting 
framework,  
the auditor shall express a qualified opinion or an adverse opinion as appropriate. 
If the auditor is unable to obtain sufficient appropriate audit evidence regarding the opening 
balances, the auditor shall express a qualified opinion or disclaim an opinion on the 
financial statements, as appropriate. 
If the auditor concludes that the opening balances contain a misstatement that materially 
affects the current period’s financial statements, and the effect of the misstatement is not 
appropriately accounted for or not adequately presented or disclosed, the auditor shall 
express a qualified opinion or an adverse opinion, as appropriate. 

Independence and 
ethics requirements 

Compliance with ethical requirements, including independence should be evaluated. The 
fundamental principles are: 
 Integrity 
 Objectivity 
 Professional competence and due care 
 Confidentiality, and 
 Professional behavior 
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Risk assessment 

through 
understanding the 

entity and its 
environment 

The auditor shall identify and assess the risks of material misstatement, whether due to 
fraud or error, at the financial statement and assertion levels, through understanding the 
entity and its environment, including the entity’s internal control, thereby providing a basis 
for designing and implementing responses to the assessed risks of material misstatement. 
The auditor shall obtain an understanding of the following components of the entity’s 
internal control: 
 Control environment 
 Entity's risk assessment process 
 Information System, Including the Related Business Processes, Relevant to 
Financial Reporting, and Communication 
 Control Activities 
 Monitoring of Controls 
The risk assessment procedures shall include the following:  
 Inquiries of management, of appropriate individuals within the internal audit 
function (if the function exists), and of others within the entity who in the auditor’s judgment 
may have information that is likely to assist in identifying risks of material misstatement due 
to fraud or error 
 Analytical procedures 
 Observation and inspection 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fraud and error 
considerations 

The engagement team shall discuss the susceptibility of the financials to material 
misstatements due to fraud and error. 
The auditor shall enquire of management regarding: 
 Their assessment of the risk that the financials may be materially misstated due to 
fraud; 
 Their process for identifying and responding to fraud risk, including any specific or 
likely fraud risk identified  
 Their communication, if any, to those charged with governance regarding 
processes for fraud risk; 
 Their communication, if any, to employees on their views on business practices 
and ethical behavior. 
Where applicable, the auditor shall enquire of:  
 Those charged with governance 
 Management,  
 Internal audit,  
 Others within the entity as appropriate 
to determine whether they have knowledge of any actual, suspected or alleged fraud 
affecting the entity. 
The auditor shall obtain an understanding of how those charged with governance exercise 
oversight of management’s processes for identifying and responding to the risks of fraud in 
the entity and the internal control that management has established to mitigate these risks. 
The auditor shall perform an assessment of fraud risk indicators  
The auditor shall identify and assess the risk of material misstatement due to fraud at the 
AFS and assertion level 
The auditor shall design and perform further audit procedures whose nature, timing, and 
extent are responsive to the assessed risks of material misstatement at the assertion level. 
The purpose is to provide a clear linkage between the nature, timing, and extent of the 
auditor’s further audit procedures and the risk assessment. 
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The auditor shall determine which of the risks identified are significant risks 
For significant risks, to the extent the auditor has not already done so, the auditor shall 
evaluate the design of the entity’s related controls, including relevant control activities, and 
determine whether they have been implemented. 

 
 
 
 
 

Materiality 

When establishing the overall audit strategy, the auditor shall determine materiality for the 
financial statements as a whole.  
 
The auditor shall determine performance materiality for purposes of assessing the risks of 
material misstatement and determining the nature, timing and extent of further audit 
procedures. 
 
The auditor shall include in the audit documentation the following amounts and the factors 
considered in their determination:  
 Materiality for the financial statements as a whole 
 If applicable, the materiality level or levels for particular classes of transactions, 
account balances or disclosures  
 Performance materiality; and  
 Any revision of the above as the audit progresses 
 

 
 

Compliance with 
the relevant 
accounting 
framework, 

statutory and 
regulatory 

requirements 

The auditor shall determine whether the financial reporting framework adopted by 
management in preparing the financial statements is acceptable in view of the nature of the 
entity (for example, whether it is a business enterprise, a public sector entity or a not-for-
profit organization) and the objectives of the financials. 
The auditor shall obtain a general understanding of the legal and regulatory framework 
applicable to the entity/industry and its compliance thereof. 
The auditor shall perform further audit procedures to help identify instances of non-
compliance which could materially affect the financials, specifically: 
 Inquiring of management as to whether the entity is in compliance; and 
 Inspecting correspondence with the relevant licensing or regulatory authorities. 
If non-compliance which has a material effect has not been properly reflected in the 
financials, the auditor shall express a qualified or an adverse opinion as appropriate. 

 
Going concern 
considerations 

The auditor shall consider the appropriateness of the going concern assumption in the 
preparation of the entity’s financials. The period shall cover at least 12 months from the 
reporting date. 
When events or conditions have been identified which may cast significant doubt on the 
entity’s ability to continue as a going concern, the auditor shall: 
 Review management’s plans for future actions based on its going concern 
assessment; 
 Gather sufficient appropriate audit evidence to confirm or dispel whether or not a 
material uncertainty exists through carrying out audit procedures considered necessary, 
including considering the effect of any plans of management and other mitigating factors; 
and 
 Seek written representations from management regarding its plans for future 
action. 

 
Relying on internal 

audit 

The auditor shall obtain a sufficient understanding of internal audit activities. 
The auditor shall assess the internal audit function when it is relevant to the auditor’s risk 
assessment. 
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When obtaining an understanding and performing an assessment, the auditor should 
consider: 
 Organizational status 
 Scope of function 
 Technical competence 
 Due professional care 
Where reliance is to be placed on internal audit work, the auditor shall evaluate and 
perform audit procedures on that work. 

 
Relying on another 

auditor 

The principal auditor should consider the professional competence of the other auditor in 
the context of the specific assignment. 
The principal auditor should obtain sufficient appropriate audit evidence, that the work of 
the other auditor is adequate. 
The principal auditor should consider the significant findings of the other auditor. The 
principal auditor should also assess and document how qualifications, audit differences 
and issues raised affect the opinion. 
The principal auditor should qualify or disclaim when the work of the other auditor cannot 
be used and the principal auditor has not been able to perform sufficient additional 
procedures regarding the financial information audited by the other auditor. 

Relying on experts 

The auditor shall:  
 Obtain sufficient appropriate audit evidence that such work is adequate for the 
purposes of the audit. 
 Evaluate the professional competence and objectivity of the expert. 
 Evaluate the appropriateness of the expert's work as audit evidence. 
In evaluating appropriateness of the expert’s work, the auditor should consider: 
 Source data used; 
 Assumptions and methods used and their consistency with the prior period; 
 Results of the expert's work in the light of the auditor's knowledge of the business 
and results of other audit procedures 
 

Relying on service 
organizations 

 

The auditor shall consider: 
 Nature of the services provided  
 Terms of contract and relationship between the entity and the service organization 
 Extent to which the entity’s internal control interact with the systems at the service 
organization 
 The entity’s internal control relevant to the service organization activities such as: 
o Those that are applied to the transactions processed by the service organization 
o How the entity identifies and manages risks related to use of the service 
organization 
 Service organization’s capability and financial strength, including the possible 
effect of the failure of the service organization on the entity 
 Information about the service organization such as that reflected in user and 
technical manuals 
 Information available on controls relevant to the service organization’s information 
systems such as general IT-controls and application controls 
If the activities of the service organization are significant to the entity and relevant to the 
audit, the auditor shall obtain a sufficient understanding of the service organization and its 
environment, including its internal control 
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If the auditor uses the report of a service organization’s auditor, the auditor shall: 
 Consider making inquiries concerning that auditor’s professional competence 
 Consider the scope of work performed by that auditor 
 Evaluate the usefulness and appropriateness of reports issued by that auditor 

 
Test of controls 

When the auditor intends to rely on identified relevant controls, the auditor shall perform 
tests of controls 
Tests of controls should be performed on relevant controls when substantive audit 
procedures alone cannot reduce the risks of material misstatement to an acceptably low 
level 
If the auditor plans to use audit evidence about the operating effectiveness of controls 
obtained in prior audits, the auditor shall obtain audit evidence about whether changes in 
those specific controls have occurred subsequent to the prior audit 
If controls have changed since they were last tested, the auditor shall test the operating 
effectiveness of such controls in the current audit. 
If controls have not changed since they were last tested, the auditor shall test the operating 
effectiveness of such controls at least once in every third audit. 
For significant risks identified where the auditor intends to rely on the operating 
effectiveness of controls to mitigate that significant risk, the auditor shall obtain the audit 
evidence about the operating effectiveness of those controls from tests of controls 
performed in the current period. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
Verification of 
material financial 
statement items 

The auditor shall obtain audit evidence about the accuracy and completeness of client 
prepared information where it is used to perform audit procedures. 
Sufficient appropriate audit evidence shall be obtained, for all material financial statement 
amounts, for the following assertions: 
 Classes of transactions and events (I/S): Occurrence, Completeness, Accuracy, 
Cutoff and Classification. 
 Account balances (B/S): Existence, Rights and Obligations, Completeness and 
Valuation and Allocation. 
 Presentation and disclosure: Occurrence and Rights and Obligations, 
Completeness, Classification and Understandability and Accuracy and Valuation. 
The auditor shall perform audit procedures to evaluate whether the overall presentation of 
the financial statements, including the related disclosures, are in accordance with the 
applicable financial reporting framework. 
Substantive analytical procedures: 
In designing substantive analytical procedures, the auditor considers such matters as the 
following: 
 The suitability of using substantive analytical procedures given the assertions. 
 The reliability of the data, whether internal or external, from which the expectation 
of recorded amounts or ratios is developed. 
 Whether the expectation is sufficiently precise to identify a material misstatement 
at the desired level of assurance. 
 Whether the amount of any differences in recorded amounts from expected 
values that is acceptable. 
 
The auditor shall investigate significant fluctuations and obtain adequate explanations and 
appropriate corroborative audit evidence 
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The auditor shall review information provided by those charged with governance and/or 
management, identifying the names of all known related parties and shall perform the audit 
procedures in respect of the completeness of that information. 
Where the applicable financial reporting framework requires disclosure of related party 
relationships, the auditor shall be satisfied that the disclosure is adequate. 
In examining the identified related party transactions, the auditor shall obtain sufficient 
appropriate audit evidence as to whether these transactions have been properly recorded 
and disclosed. 
Where applicable, the auditor shall ensure adequate disclosure of related parties and 
related party transactions and balances. The relationships between parents and 
subsidiaries, irrespective of whether there have been transactions between those related 
parties, shall also be disclosed. Directors' remuneration and key management personnel 
compensation shall also be disclosed where applicable. 

Verification of 
material journal 

entries 

The auditor shall test the appropriateness of journal entries recorded in the general ledger 
and other adjustments made in the preparation of financial statements. 
 
To do so the auditor: 
 Obtains an understanding of the controls over journal entries and other 
adjustments; 
 Tests design and implementation of the controls; 
 Makes inquiries of individuals involved in the financial reporting process about 
inappropriate or unusual activity relating to the processing of journal entries and other 
adjustments; 
 Determines the timing of the testing; and 
 Identifies and selects journal entries and other adjustments for testing 
 
The auditor ordinarily selects the journal entries and other adjustments made at the end of 
the financial period but considers whether there is also a need to test journal entries and 
other adjustments throughout the period. 

Summary of 
unadjusted 

misstatements 

The auditor considers whether the effect of identified uncorrected misstatements, both 
individually and in the aggregate, is material to the financials taken as a whole. 
The auditor should consider whether such misstatements may be indicative of fraud. 
The schedule of unadjusted misstatements shall be attached to the management 
representation letter for sign-off 

 
Subsequent events 

considerations 

The auditor shall obtain sufficient appropriate audit evidence that all events from the 
reporting date up to the date of the auditor’s report, that may affect the financials have 
been identified. 

When the auditor becomes aware of events which materially affect the financials, the 
auditor shall consider whether such events are properly adjusted for or adequately 
disclosed in the financials. 

  



Public Accountants’ and Auditors’ Board | Annual Inspections Report 2021 30 | P a g e  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Audit report 
 
 
 
 
 
 
 
 

 
 
 
 
 

 

The auditor shall prepare, on a timely basis, audit documentation (overall conclusion 
summary) that provides: 
 A sufficient and appropriate record of the basis for the auditor’s report; and 
 Evidence that the audit was performed in accordance with ISAs and applicable 
legal and regulatory requirements. 
The auditor shall date the report on the financials no earlier than the date on which the 
auditor has obtained sufficient appropriate audit evidence on which to base the opinion on 
the financials. Sufficient appropriate audit evidence shall include evidence that the entity’s 
complete set of financials has been prepared and that those with the recognized authority 
have asserted that they have taken responsibility for them. 
The auditor shall be satisfied that any supplementary information presented together with 
the financials that is not covered by the auditor’s opinion is clearly differentiated from the 
audited financials. The fact that supplementary information is unaudited does not relieve 
the auditor of the responsibility to read that information to identify material inconsistencies 
with the audited financials. 
A qualified opinion shall be expressed when the auditor concludes that an unqualified 
opinion cannot be expressed but that the effect of any disagreement with management, or 
limitation on scope is not so material and pervasive as to require an adverse opinion or a 
disclaimer of opinion. A qualified opinion shall be expressed as being ‘except for’ the 
effects of the matter to which the qualification relates. 
A disclaimer of opinion shall be expressed when the possible effect of a limitation on scope 
is so material and pervasive that the auditor has not been able to obtain sufficient 
appropriate audit evidence and accordingly is unable to express an opinion on the 
financials. 
An adverse opinion shall be expressed when the effect of a disagreement is so material 
and pervasive to the financials that the auditor concludes that a qualification of the report is 
not adequate to disclose the misleading or incomplete nature of the financials.  
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