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NEW QUALITY MANAGEMENT REQUIREMENTS FOR FIRMS

ASQM 1 Quality Management for Firms that Perform Audits or Reviews of Financial
Statements, or Other Assurance or Related Services Engagements (ASQM 1),
replaces the Australian Auditing and Assurance Standards Board (AUASB) standard
on Quality Control (ASQC) 1, which addresses firms’ systems of quality control.

Under ASQM 1, firms are required to design a system of quality management to manage the quality of
engagements performed by the firm. ASQM 1 applies to all firms, regardless of size, that perform audits or
reviews of financial statements, or other assurance or related services engagements (i.e., if the firm performs
any of these engagements including pro-bono engagements, ASQM 1 applies to managing quality for those
engagements). APES 320 Quality Control for Firms continues to apply for firms that provides other services that

are not audit, assurance and review engagements.
Who is impacted and types of engagements.

Audits of
financial
statements of
companies,
SMSFs,
AFSLs

Independent
Expert Report,
Investigative
Accountant’s
Report

Audits required
by constitution,
funding providers

banks NFP financial

Statement review:
of Incorporated
associations,
Charities,
Companies limited,
by guarantee,
Fundraising

Audit and Review of

Historical Financial

Grant .
Information

acquittals,
Variable
outgoing
audits

Trust account
audit — Solicitors,

Estate agents
Audits of

client monies,
strata title,
QBCC financial
reports

Compliance
audits,

Assurance of Other engagements under

Controls, Performance ASAEs for Assurance on
Controls at audits, Other non-historical or
service Prospectus, non-financial information
organisation  Assurance of Corporate
Greenhouse gas fundraising ASQM 1
statement,
Water
accounting

. = .

The above illustration provides some common examples of services
provided by accounting firms and practitioners. Professional judgement is
required when assessing other services that are not listed above (e.g., a
Sophisticated Investor Certificate required by Chapter 6D or 7 of
Corporations Act 2001) as to whether the engagement requires the
practice to comply with ASQM 1 or with APES 320.
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Key Changes:
8 iterative and integrated
components

Governance
and leadership > 4

o New focus on quality
management, through a risk-
based approach

e Evolved from a linear and siloed
system to a system that
operates in an iterative and
integrated manner

e Proactive approach, with a
continual flow of remediation
and improvement

e Tailored system, scalable to the
nature and circumstances of the
firm and the engagements it
performs

e Proactive monitoring of quality
management systems and
timely and effective remediation
of deficiencies

Source: IAASB ISQM 1 First-Time
Implementation Guide, September 2021
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It is critical for practitioners and firms to apply their professional judgment when accepting and assessing
engagements and determining the applicable quality management framework.

Application of quality management standards by Firm
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Source: Appendix 1 of APESB APES 320 Quality Management for Firms that provide non-assurance services

The term “Assurance Engagement” is defined in ASQM 1 as follows:

Assurance engagement means an engagement in which an assurance practitioner expresses a conclusion
designed to enhance the degree of confidence of the intended users, other than the responsible party, about the
outcome of the evaluation or measurement of a subject matter against criteria.

Source: ASQM 1 Quality Management for Firms that Perform Audits or Reviews of Financial Reports and Other Financial Information, or

Other Assurance or Related Services Engagements

Although there is no definition of the term “non-assurance engagement”, all engagements that do not meet the above

definition would be classified as non-assurance engagements.
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Reminder:

needs to be implemented by 15 December 2022
needs to be evaluated 15 December 2023

Implementation support materials:

Link to CPA Australia ASQM Tool
Link to CPA Australia ASQM Webinars
Link to CPA Australia APES 320 Tool

Link to APES 320, Appendix 1 Application of Quality Management
Standards by Firms

Disclaimer

This factsheet was prepared by CPA Australia ABN 64 008 392 452 (CPAA).
This factsheet has been prepared for use by members of CPAA in Australia
only. It is not intended for use by any person who is not a CPAA member
and/or does not have appropriate expertise in the factsheet's subject matter.
The factsheet is intended to provide general information and is not intended
to provide or substitute legal or professional advice on a specific matter.
Laws, practices, and regulations may have changed since publication of this
factsheet. You should make your own enquiries as to the currency of
relevant laws, practices, and regulations.

No warranty is given as to the correctness of the information contained in
this factsheet, or of their suitability for use by you. To the fullest extent
permitted by law, CPAA are not liable for any statement or opinion, or for any
error or omission contained in this Factsheet and disclaim all warranties with
regard to the information contained in it, including, without limitation, all
implied warranties of merchantability and fitness for a particular purpose.
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Link to AUASB ASQM Implementation Support

Link to IAASB ISQM 1 Implementation Guide

Link to JAASB Quality Management Resources

Link to ASRS 4400, Appendix 3 Differentiating Factors between
Agreed-Upon Procedures Engagements and Assurance

Engagements

CPAA are not liable for any direct, indirect, special or consequential losses
or damages of any kind, or loss of profit, loss or corruption of data, business
interruption or indirect costs, arising out of or in connection with the use of
this publication or the information contained in it, whether such loss or
damage arises in contract, negligence, tort, under statute, or otherwise.

Copyright Notice
© 2022 CPA Australia
Copyright Use Statement

This document is protected by copyright. Other than for the purposes of and
in accordance with the Copyright Act 1968 (Cth), this document may only be
reproduced for internal business purposes, and may not otherwise be
reproduced, adapted, published, stored in a retrieval system or
communicated in whole or in part by any means without express prior written
permission.
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