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June 7, 2019 

Eric Turner, CPA, CA 
Director, Auditing and Assurance Standards 
Auditing and Assurance Standards Board 
277 Wellington Street West 
Toronto, ON M5V 3H2 
Sent via email: info@aasbcanada.ca

Re: Exposure Draft (ED): Quality Management at the Firm and Engagement Level, Including 
Engagement Quality Review 

Thank you for the opportunity to comment on the three Exposure Drafts (“ED’s”).  

MNP LLP (“MNP”) is one of Canada’s largest chartered professional accountancy and business advisory 
firms. Our clients include a sizable contingent of publicly traded entities. In addition, our client base includes 

small to mid-size owner-managed businesses in agriculture, agribusiness, retail and manufacturing as well 
as credit unions, co-operatives, First Nations, medical and legal professionals, not-for-profit organizations, 

municipalities and government entities. Our engagements for such entities include audits, reviews and other 
assurance and related services engagements. As such we believe that we are positioned well to provide 
commentary on the content of the three ED’s. 

We have reviewed the ED’s and have provided our responses to the specific questions below.  Overall, we 

support the Auditing and Assurance Standards Board’s (the “AASB”) project to adopt, subject to the 
proposed Canadian amendments: 

 Proposed International Standard on Quality Management 1 (“ISQM 1”); 

 Proposed International Standard on Quality Management 2 (“ISQM 2”); and 

 Proposed International Standard on Auditing 220 (Revised) (“ISA 220”). 

We agree that it is important to continue to align with the International Standards on Auditing, preserving 

quality of Canadian Auditing Standards as well as meeting the needs of investors.  Overall, we agree with 
the proposed changes as set out in the ED’s and we have set out, in the responses below, areas where we 

believe additional guidance is required.  

AASB Questions 

1) Do you agree with the proposed Canadian amendment? 

Yes, we agree with the proposed Canadian amendment. 

2) Do you believe the AASB should make any additional Canadian amendments? If so, please 
include your reasoning and describe their nature and extent. Any proposed amendments 
would need to meet the criteria set out in the Appendix. 

We do not believe the AASB should make any additional Canadian amendments. 
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3) Recognizing the proposals are intended to apply to a wide variety of circumstances, do you 
believe that examples in how the proposals apply to SMPs are appropriate? If not, why not? 

Yes, we believe the examples included are appropriate. 

4) Are there any circumstances (i.e., types of engagements) where the risk to quality would be 
considered too low to require a system of quality management? Alternately, are you aware of 
circumstances where some of the components of the system of quality management would 
not apply? If so, please explain the circumstances and which components you believe would 
not apply. 

Due to the scalability of the standards and the ability (and requirement) to customize the design of the 
system of quality management, we do not believe that specific circumstances where the risk to quality 
would be considered too low could not be managed by individual firms in the way they either design 
the system, or have those circumstances dealt with through the risk assessment process. We do not 
believe changes are required within the standards.  

5) Do you believe any of the proposals could create implementation challenges? If so, please 
explain why, and where additional implementation guidance may be needed. 

We believe that the Quality Assurance Manual currently published by CPA Canada should be 
updated to reflect the proposed changes to the Quality Management standards. In the Canadian 
environment, an updated Quality Assurance Manual accompanied by a “plain language” 
implementation guide would be useful to assist SMP’s in applying the requirements of the proposed 
standards. 

We are also aware of certain provincial accounting bodies within Canada offering professional 
consulting services to their members related to technical accounting and assurance issues. This 
program provides CPA members and firms with confidential advice and assistance on challenging 

issues. We are unsure of whether the provincial accounting bodies will be able to assist SMP’s in 
applying the requirements of ED-ISQM 2 with respect to certain requirements such as in resolving 

differences of opinion and finding external individuals to assist them in performing EQR’s. Therefore, 
we believe that an implementation guide (as referred above) will be useful in assisting SMP’s in 
applying such requirements.  

International Auditing and Assurance Standards Board (“IAASB”) General Questions 

Overall Questions 

1) Do you support the approach and rationale for the proposed implementation period of 

approximately 18 months after the approval of the three standards by the Public Interest 

Oversight Board? If not, what is an appropriate implementation period? 

Yes, we support the approach and rationale for the proposed implementation period of approximately 

18 months after the approval of the three standards by the Public Interest Oversight Board. 

2) In order to support implementation of the standards in accordance with the IAASB’s proposed 

effective date, what implementation materials would be most helpful, in particular for SMPs? 

In our view it would be helpful if additional practical examples could be made available, further to the 

draft examples in the document “Draft Examples: How the nature and circumstances of the Firm and 

the engagements it performs affect the implementation of proposed ISQM 1.” Specifically, practical 

examples to further assist with the risk assessment process would be beneficial as this aspect of the 
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standard is most subjective and most difficult to apply. Guidance or information on how “likelihood” 

and “effect” could be measured / defined (e.g. rating scales, ranges, definitions, etc.) would be helpful. 

In our view the standard is limited with respect to recommendations or guidance in support of the 

development of innovative monitoring techniques and we would welcome further guidance and 
practical examples. 

General Questions 

In addition, the IAASB is also seeking comments on the general matters set out below for all three EDs: 

(a) Developing Nations—Recognizing that many developing nations have adopted or are in the 

process of adopting the International Standards, the IAASB invites respondents from these 

nations to comment on the proposals, in particular, on any foreseeable difficulties in applying 

it in a developing nation environment. 

This question is not applicable to our firm. 

(b) Public Sector—The IAASB welcomes input from public sector auditors on how the proposed 

standards affect engagements in the public sector, particularly regarding whether there are 

potential concerns about the applicability of the proposals to the structure and governance 

arrangements of public sector auditors.

We do not have any potential concerns about the applicability of the proposals to the structure and 

governance arrangements of public sector auditors. 

(c) Translations—Recognizing that many respondents may intend to translate the final ISQMs 

and ISA for adoption in their own environments, the IAASB welcomes comment on potential 

translation issues respondents may note in reviewing the proposed standards.

We do not foresee any potential translation issues. 

Proposed ISQM 1 Questions 

Overall Questions 

1) Does ED-ISQM1 substantially enhance firms’ management of engagement quality, and at the 
same time, improve the scalability of the standard? In particular: 

Do you support the new quality management approach? If not, what specific attributes of this 
approach do you not support and why? 

Yes, we support the new quality approach as employing a risk-based approach to quality 

management will assist firms in articulating their objectives with respect to quality as well as what the 
specific risks are that require mitigation.  

a) In your view, will the proposals generate benefits for engagement quality as intended, 

including supporting the appropriate exercise of professional skepticism at the engagement 
level? If not, what further actions should the IAASB take to improve the standard? 

In our view the approach as outlined in ED-ISQM1 will generate benefits for firms in understanding 
what their objectives and associated risks are with respect to overall quality. However, it remains 

to be seen how this will translate to engagement quality. We believe that by implementing a 
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consistent approach to quality that is embedded and supported by the appropriate culture and tone 
at the top of the firm, this would have a positive impact on engagement quality. 

b) Are the requirements and application material of proposed ED-ISQM1 scalable such that 

they can be applied by firms of varying size, complexity and circumstances: If not, what 
further actions should the IAASB take to further improve the scalability of the standard? 

Yes, in our view the standard is scalable. It will be difficult however to determine at this point, how 
the scalability can be applied in practice and to what level of detail objectives, risks and responses 

need to be developed in order to be most impactful (and satisfy the requirements of the standard). 
It will also be difficult to determine the number of resources required to implement the standard 

within 18 months from approval date as firms may not understand and / or appreciate the full extent 
of implementation effort required (e.g. how many quality objectives, risks and responses will be 
identified). It is our view that firms may underestimate the effort needed. To support firms and 

provide them with a level of comfort that they are doing the correct things, more specific and 
practical examples would be helpful.  

2) Are there any aspects of the standard that may create challenges for implementation? If so, are 
there particular enhancements to the standard or support materials that would assist in 

addressing these challenges? 

The biggest challenge we see is that it will be difficult to determine when the firm has identified “all” 
quality objectives and “all” associated risks. The examples in the standard are helpful and we appreciate 
that the standard would not be able to include all potential quality objectives and risks, however, 

additional examples of common objectives and risks as they apply to the seven components would be 
helpful. The standard indicates that additional objectives, beyond those outlined in the standard, are 

required. Firms however, may not have full knowledge or an appreciation of what “additional” entails. 
The identification process may result in a further 1, 5, 10 or perhaps even more objectives, associated 

risks and responses. To fully grasp the effort, the level of detail to which firms need to identify quality 
objectives, risks and responses and the expected look and feel of the finished product is challenging. 

As indicated earlier, additional guidance on the practical application of the risk assessment process 
would also be helpful. 

In our view the standard is limited with respect to recommendations or guidance in support of the 
development of innovative monitoring techniques and we would welcome further guidance and 

practical examples. 

3) Is the application material in ED-ISQM1 helpful in supporting a consistent understanding of the 

requirements? Are there areas where additional examples or explanations would be helpful or 
where the application material could be reduced? 

Yes, the application material is helpful. The standard would be difficult to implement without the 
application material as presented. As mentioned in 2) above, more practical examples of quality 

objectives, quality risks and how to practically apply the risk assessment process would be beneficial. 

In our view the standard is limited with respect to recommendations or guidance in support of the 
development of innovative monitoring techniques and we would welcome further guidance and 

practical examples. 
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Specific Questions 

4) Do you support the eight components and the structure of ED-ISQM1? 

Yes, we support the eight components and the structure of ED-ISQM1. 

5) Do you support the objective of the standard, which includes the objective of the system of 
quality management? Furthermore, do you agree with how the standard explains the firm’s 

role relating to the public interest and is it clear how achieving the objective of the standard 
relates to the firm’s public interest role? 

Yes, we support the objective of the standard. 

6) Do you believe that application of a risk assessment process will drive firms to establish 
appropriate quality objectives, quality risks and responses, such that the objective of the 
standard is achieved? In particular: 

a) Do you agree that the firm’s risk assessment process should be applied to the other 

components of the system of quality management? 

We agree that the firm’s risk assessment process should be applied to most of the components. 

However, in our view, the “Resources” and “Information and Communication” and even 
“Monitoring and Remediation” components are supporting activities to the other four components 

and the required actions required will flow from the objectives and risks identified during the 
“Governance and Leadership”, “Relevant Ethical Requirements”, “Acceptance and Continuance” 

and “Engagement Performance” assessments. As such, in our view, it is not necessarily required 
to undertake a risk assessment on the supporting components. 

b) Do you support the approach for establishing quality objectives? In particular: 

i. Are the required quality objectives appropriate? 

Yes, the required quality objectives are appropriate. 

ii. Is it clear that the firm is expected to establish additional quality objectives beyond 
those required by the standard in certain circumstances? 

Yes, this is clear. 

c) Do you support the process for the identification and assessment of quality risk? 

Yes, we support the process for the identification and assessment of quality risk. However, more 
guidance would be helpful to assist with the practical application of the risk assessment process. 

d) Do you support the approach that requires the firm to design and implement responses to 
address the assessed quality risks? In particular: 

i. Do you believe this approach will result in a firm designing and implementing 

responses that are tailored to and appropriately address the assessed quality 
risks? 

We believe the approach to developing quality objectives and identifying and assessing 
quality risks, should theoretically result in firms designing tailored responses and 
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appropriately addressing assessed quality risks. However, there is a risk that the process 
and the sheer volume of quality objectives, risks and responses is of such magnitude that 

the firm may find it challenging to manage this amount of information. As a result, firms 
may be at risk of losing sight of the overall objective of the standard, which is to improve 

overall engagement quality.  

ii. Is it clear that in all circumstances the firm is expected to design and implement 

responses in addition to those required by the standard? 

Yes, this is clear. 

7) Do the revisions to the standard appropriately address firm governance and the 
responsibilities of firm leadership? If not, what further enhancements are needed? 

Yes, the standard appropriately addresses firm governance. 

8) With respect to matters regarding relevant ethical requirements: 

a) Should ED-ISQM1 require firms to assign responsibility for ethical requirements to an 

individual in the firm? If so, should the firm also be required to assign responsibility for 
compliance with independence requirements to an individual? 

Yes, we agree that the responsibility for both ethical requirements as well as independence 
should be assigned to an individual in the firm.  

b) Does the standard appropriately address the responsibilities of the firm regarding the 

independence of other firms or persons within the network? 

Not applicable for our firm. 

9) Has ED-ISQM1 been appropriately modernized to address the use of technology by firms in 
the system of quality management? 

Yes, in our view, this is sufficiently addressed. 

10) Do the requirements for communication with external parties promote the exchange of 
valuable and insightful information about the firm’s system of quality management with the 

firm’s stakeholders? In particular, will the proposals encourage firms to communicate, via a 
transparency report or otherwise, when it is appropriate to do so? 

Based on the wording in the standard it does not appear that there is an explicit requirement for firms 

to communicate with external parties, in a transparency report or otherwise. Similarly, we do not 
believe that the standard will necessarily encourage firms to do so. 

11) Do you agree with the proposals addressing the scope of engagements that should be subject 

to an engagement quality review? In  your view, will the requirements result in the proper 
identification of engagements to be subject to an engagement quality review? 

Yes, we agree with the proposals addressing the scope of engagements that should be subject to an 
engagement quality review and we also believe that it will result in the proper identification of 

engagements to be subject to an engagement quality review. 

12) In your view, will the proposals for monitoring and remediation improve the robustness of 

firms’ monitoring and remediation? In particular: 
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a) Will the proposals improve firms’ monitoring of the system of quality management as a 
whole and promote more proactive and effective monitoring activities, including 

encouraging the development of innovative monitoring techniques? 

The proposals will improve the firms’ monitoring of the system of quality management as a 
whole. In our view the standard is limited with respect to recommendations or guidance in 

support of the development of innovative monitoring techniques and we would welcome further 
guidance and practical examples. 

b) Do you agree with the IAASB’s conclusion to retain the requirement for the inspection of 

completed engagements for each engagement partner on a cyclical basis, with 
enhancements to improve the flexibility of the requirement and the focus on other types 
of reviews? 

Yes, we agree. 

c) Is the framework for evaluating findings and identifying deficiencies clear and do you 

support the definition of deficiencies? 

The overall framework for evaluating findings and deficiencies is clear however in practice it 

might be difficult to distinguish between a finding and deficiency. In addition, if the framework is 
to be applied to each finding resulting from all internal and external monitoring activities, then 

we are concerned that the overall process will potentially become too complex to manage as the 
volume of information would be too large and onerous and the firm may lose sight of the overall 
objective of quality management.  

d) Do you agree with the new requirement for the firm to investigate the root cause of 

deficiencies? In particular: 

i. Is the nature, timing and extent of the procedures to investigate the root cause 

sufficiently flexible? 

In our view there is limited guidance to the nature, timing and extent of the procedures to 
investigate the root causes however, we are not sure there is a need to address this further 

as this may be where individual firms’ customize their approach in a way that is most 
practical and beneficial. 

ii. Is the manner in which ED-ISQM1 addresses positive findings, including addressing 
the root cause of positive findings, appropriate? 

In our view the practice of identifying positive findings and their associated root causes is 

an important one. However, given the nature of quality management and the focus on  
deficiencies and generally negative findings and the robustness by which this is to take 
place, we believe this will be very limited in actual practice. It is unlikely that firms will have 

the time and resources to get this accomplished. 

iii. Are there any challenges that may arise in fulfilling the requirement for the individual 
assigned ultimate responsibility and accountability for the system of quality 

management to evaluate at least annually whether the system of quality 
management provides reasonable assurance that the objectives of the system have 

been achieved? 
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We acknowledge that it would be good practice to have this requirement, but in our view it 
is too early to determine what challenges may exist. It may also not be feasible to be able 

to provide reasonable assurance in the first year following implementation as it may take 
more than one year to implement the full requirements of the standard. 

13) Do you support the proposals addressing networks? 

This is not applicable to our firm. 

14) Do you support the proposals addressing service providers? 

In our view the term “service provider” is broad and to apply the requirements of the standard to all 
service providers may be too onerous. We agree that in the case that engagement quality reviews 

are performed by a service provider, that the requirements of the standard would apply. However, if 
the firm is, for example, using a fairly standard and “off the shelf” software solution, then we are not 
confident that applying the requirements of the standard would be that informative as the initial 

decision to select the particular software would have addressed most, if not all, qualitative 
requirements and if there were any concerns, they would have been addressed prior to 

implementation. 

15) With respect to national standard setters and regulators, will the change in title to “ISQM” 
create significant difficulties in adopting the standard at a jurisdictional level? 

Not applicable. 

Proposed ISQM 2 Questions 

1) Do you support a separate standard for engagement quality reviews? In particular, do you agree 

that ED-ISQM 1 should deal with the engagements for which an engagement quality review is to 

be performed, and ED-ISQM 2 should deal with the remaining aspects of engagement quality 

reviews? 

Yes, we support a separate standard for engagement quality reviews. As ED-ISQM 1 deals with all  

aspects of a firm’s quality management approach, and an engagement quality review is one of the 

responses that is designed and implemented by a firm to address assessed quality risks, ED-ISQM 1 

should deal with the engagements for which an engagement quality review is to be performed. The 

development of a separate standard for engagement quality reviews emphasizes the importance of the 

engagement quality review, and the value placed on a robust and independent engagement quality 

review by stakeholders. We therefore agree that ED-ISQM 2 should deal with the remaining aspects of 

engagement quality reviews and we also agree with the basis for developing a separate standard for 

engagement quality reviews, as set out in the explanatory memorandum for ED-ISQM 2.  

2) Are the linkages between the requirements for engagement quality reviews in ED-ISQM 1 and 

ED-ISQM 2 clear? 

Yes, the linkages between the requirements for engagement quality reviews in ED-ISQM 1 and ED-

ISQM 2 are clear. 



9 

3) Do you support the change from “engagement quality control review/reviewer” to “engagement 

quality review/reviewer?” Will there be any adverse consequences of changing the terminology 

in respondents’ jurisdictions? 

Yes, the change supports the overall changes proposed in ED-ISQM 1 to promote the proactive 

management of audit quality at the firm level, and of audit quality being embedded within a firm’s culture 

versus a control process at a point in time. We do not anticipate that there will be any adverse 

consequences of changing the terminology.  

4) Do you support the requirements for eligibility to be appointed as an engagement quality 

reviewer or an assistant to the engagement quality reviewer as described in paragraphs 16 and 

17, respectively, of ED-ISQM 2? 

(a) What are your views on the need for the guidance in proposed ISQM 2 regarding a 

“cooling-off” period for that individual before being able to act as the engagement 

quality reviewer? 

(b) If you support such guidance, do you agree that it should be located in proposed ISQM 

2 as opposed to the IESBA Code? 

We generally support the requirements for the eligibility to be appointed as an engagement quality 

reviewer or an assistant to the engagement quality reviewer. In certain jurisdictions there may be many 

smaller listed, or public interest, entities who engage the services of SMP’s. While proposed ISQM 2 

does allow these practitioners to appoint external individuals to perform an engagement quality review, 

this may be onerous or difficult to achieve in practice because of inter-firm competition, insurance 

restrictions, remote communities, etc. Therefore, the requirements with respect to the eligibility to be 

appointed as an engagement quality reviewer may have the effect of limiting the audits of listed and 

public interest entities to larger firms and networks.  

“Cooling-off” periods 

We believe there is a need for guidance in proposed ISQM 2 regarding “cooling-off” periods. The 

contemplated threats to an engagement quality reviewer’s objectivity, specifically the self-review and 

self-interest threats, may not be addressed by the relevant ethical and independence requirements in 

specific jurisdictions. Therefore, including guidance in the proposed ISQM 2 regarding “cooling-off” 

periods with respect to the audit of financial statements of a listed entity will assist in achieving 

consistent application in practice. We believe that continuity of knowledge can contribute to the overall 

quality of an audit engagement. Proposed ISQM 2 should include guidance regarding the appropriate 

level of involvement of an individual who previously served as the engagement partner on future 

engagements, recognizing that there may be unforeseen circumstances where the previous 

engagement partner serves as the only level of continuity on an audit engagement. 

Further guidance regarding the eligibility of “key audit partners” to perform the role of the engagement 

quality reviewer immediately after serving as a key audit partner on an engagement may be useful in 

implementing the proposed standards. We believe that providing such guidance is necessary to ensure 

there is clarity on the eligibility of key audit partners to perform the role of the engagement quality 

reviewer in such circumstances and to achieve consistency in practice.   

We agree that the guidance regarding a cooling off period should be located in proposed ISQM 2. We 

also support continued efforts to ensure consistency between the requirements of proposed ISQM 2 



10 

and the IESBA Code, including the incorporation of additional guidance in the IESBA Code relating to 

cooling off periods.  

5) Do you agree with the requirements relating to the nature, timing and extent of the engagement 

quality reviewer’s procedures? Are the responsibilities of the engagement quality reviewer 

appropriate given the revised responsibilities of the engagement partner in proposed ISA 220 

(Revised)? 

We generally agree with the requirements relating to the nature, timing and extent of the engagement 

quality reviewer’s procedures. Paragraph 22(a)(ii) of ED-ISQM 2 requires the engagement quality 

reviewer to read and understand information provided by the firm about the results of its monitoring and 

remediation. Paragraph 27 of the application guidance states that the nature and extent of the 

engagement quality reviewer’s procedures may depend on factors such as the findings from the firm’s 

monitoring activities. We agree that an understanding of such findings can provide useful information in 

assisting the engagement quality reviewer in determining the nature and extent of their procedures, but 

we do not believe that the engagement quality reviewer should be required to read and understand 

such information. A high-quality review can be performed by an engagement quality reviewer based on 

current accounting and auditing standards without prior knowledge of the firm’s specific history or 

current monitoring and remediation plans. By introducing a “shall” statement to paragraph 22(a)(ii), 

proposed ISQM-2 would treat the failure to know the firm’s specific remediation plans as a deficiency 

across all engagements for which the engagement quality reviewer performed a review, notwithstanding 

the fact that the engagement quality reviewer has knowledge of audit quality issues in their relevant 

jurisdiction and beyond. This recommendation is consistent with the application guidance noting that 

the results of inspections undertaken by an external oversight authority may affect the nature and extent 

of the engagement quality reviewer’s procedures but does not require the engagement quality reviewer 

to obtain this understanding.  

Proposed ISQM 2 does not address circumstances where the engagement quality reviewer changes 

during an audit. Paragraph 26 of the application guidance states that a timely review of engagement 

documentation should be performed by the engagement quality reviewer at appropriate points in time 

throughout all stages of the engagement. In circumstances where the engagement quality reviewer 

changes, the timing of the review may only occur near the end of the engagement. The guidance should 

clarify whether, in such circumstances, the engagement quality reviewer still complies with the 

requirements of ED-ISQM 2.  

The responsibilities of the engagement quality reviewer are appropriate given the revised 

responsibilities of the engagement partner in proposed ISA 220 (Revised). As noted below, additional 

guidance should be included in ED-ISQM 2 regarding the exercise of professional skepticism by the 

engagement partner. 

6) Do you agree that the engagement quality reviewer’s evaluation of the engagement team’s 

significant judgments includes evaluating the engagement team’s exercise of professional 

skepticism? Do you believe that ED-ISQM 2 should further address the exercise of professional 

skepticism by the engagement quality reviewer? If so, what suggestions do you have in that 

regard? 

We agree that the engagement quality reviewer’s evaluation of the engagement team’s significant 

judgments includes evaluating the engagement team’s exercise of professional skepticism. 

Professional skepticism supports the quality of judgements made, is necessary to the critical 
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assessment of audit evidence and includes consideration of the sufficiency and appropriateness of audit 

evidence obtained in the circumstances of the audit engagement. The engagement quality reviewer will 

inherently apply professional skepticism in evaluating whether this has been applied by the engagement 

team. The engagement quality reviewer will also need to apply professional skepticism in critically 

assessing the audit evidence the engagement team has obtained to support the conclusions made 

regarding significant judgments, and whether these are appropriate (Ref: ED-ISQM 2 Par 22(d) (i)-(iii)). 

Therefore, ED-ISQM 2 should further address the exercise of professional skepticism by the 

engagement quality reviewer. The procedures required to be performed by the engagement quality 

reviewer in paragraph 22 of ED-ISQM 2 should be expanded to require that the engagement quality 

reviewer apply professional skepticism in order to critically assess the audit evidence obtained, including 

the sufficiency and appropriateness thereof, by the engagement team to support the conclusions 

reached regarding significant judgements. We note that ED-220 contains significant guidance regarding 

the exercise of professional skepticism by the engagement team and that it would be beneficial to 

include similar guidance in ED-ISQM 2, as well as appropriate linkages between these two standards.   

If ED-ISQM 2 further addresses the exercise of professional skepticism by the engagement quality 

reviewer, additional guidance should also be included, outlining how the engagement quality reviewer 

documents how they have applied professional skepticism. We believe that there should be a 

requirement for the engagement quality reviewer to determine that there is adequate documentation to 

evidence how he or she applied professional skepticism, but the form of this documentation can be 

determined based on the nature and circumstances of the engagement. 

7) Do you agree with the enhanced documentation requirements? 

We generally agree with the enhanced documentation requirements. Paragraph 22(b) of ED-ISQM 2 

requires the engagement quality reviewer to discuss significant matters with the engagement partner 

and, if applicable, other members of the engagement team. Paragraph 27 of ED-ISQM 2 sets out the 

minimum required documentation related to the performance of the engagement quality review but does 

not include a specific requirement to document discussions held with the engagement partner and or 

engagement team. Similarly, paragraph 22(f) requires the engagement quality reviewer to evaluate the 

basis for the engagement partner’s conclusion that the engagement partner has taken overall 

responsibility for managing and achieving audit quality, but there is no requirement to specifically 

document this conclusion in paragraph 27. 

To meet the overall objective of the documentation to be sufficient to enable an experienced practitioner, 

having no previous connection to the engagement, to understand the nature, timing and extent of the 

engagement quality review procedures performed, and the conclusions reached, the minimum 

documentation required in paragraph 27 of ED-ISQM 2 should include documentation of discussions 

with the engagement team, as well as the conclusions reached with respect to the requirements of 

paragraph 22(f). Including these as part of the minimum documentation requirements will also assist in 

achieving consistency in the documentation of the procedures performed by the engagement quality 

reviewer. 

We note that paragraph A39 of the application guidance states that the documentation of the 

engagement quality review may be completed after the date of the engagement report. This appears to 

be inconsistent with the requirements in paragraph A22 of the application guidance which notes that 

the engagement partner may not date the auditor’s report until the completion of the engagement quality 

review. The proposed ED-ISQM 2 does not define when the engagement quality review is complete. 
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We believe that the proposed ED-ISQM 2 should define when an engagement quality review is 

complete and should require the documentation of the engagement quality review to be performed on 

a timely basis, as documentation prepared after the date of the engagement report is likely to be less 

precise than documentation prepared concurrently with the review.  

8) Are the requirements for engagement quality reviews in ED-ISQM 2 scalable for firms of varying 

size and complexity? If not, what else can be done to improve scalability? 

The requirements for engagement quality reviews in ED-ISQM 2 are generally scalable for firms of 

varying size and complexity. It may be more onerous for small-and medium-sized practices (“SMP’s) to 

establish policies or procedures to address differences of opinion that arise between the engagement 

team and the engagement quality reviewer, as required by paragraph 22(e) and A32 of the application 

guidance in ED-ISQM 2. To comply with the “cooling off”, and other eligibility, requirements in 

ED-ISQM 2, SMP’s may have to obtain the services of external individuals to perform the engagement 

quality review as well as consult on differences in opinions that arise. In such circumstances, SMP’s 

may find it difficult to find suitable individuals and they may have to incur additional costs, making the 

requirements more onerous. 

Proposed ISA 220 (Revised) Questions 

1) Do you support the focus on the sufficient and appropriate involvement of the engagement 

partner (see particularly paragraphs 11–13 and 37 of ED-220), as part of taking overall 

responsibility for managing quality on the engagement? Does the proposed ISA appropriately 

reflect the role of other senior members of the engagement team, including other partners? 

Overall, we support the increased focus on the sufficiency and appropriateness of the involvement of 

the engagement partner throughout the audit engagement, as part of them taking overall responsibility 

for managing quality on the engagement. Whether an audit engagement is being performed by a 

small, mid-size or large firm, every engagement should have a key individual responsible for the 

overall quality of the engagement throughout the planning, execution and concluding phases of the 

engagement. We agree that the engagement partner, supported by their firm’s quality management 

policies and procedures, is the most appropriate team member to assume these responsibilities given 

that the firm cannot identify, design and implement responses to address all quality risks at the 

engagement level. The engagement partner is in an appropriate position to take overall responsibility 

for managing quality on the audit engagement as they may communicate the firm’s responses to the 

engagement team and lead the engagement team in implementing the firm’s quality risk responses 

that are applicable to the audit engagement. Although a firm level quality management approach is 

essential in establishing a foundation for quality engagements, policies and procedures must also be 

executed at the engagement level in order to ensure overall quality management is achieved.  

We also agree with the guidance in paragraph 37 which requires the engagement partner to perform 

a self-assessment to determine whether their involvement has been sufficient and appropriate 

throughout the audit engagement to achieve quality. However, this new “stand- back” requirement is 

subjective, and therefore, we believe additional clarification or guidance on minimum factors to be 

considered by the engagement partner is necessary in order to identify how this requirement can be 

met in an objective manner and it is not simply an exercise of completing a checklist or signing off a 

checkbox.  
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The proposed ISA 220 focuses on the role of an engagement partner, and does not discuss specific 

roles and responsibilities of other senior members of the engagement team (e.g., the component audit 

engagement partner, internal expert partner, audit manager, etc.) in managing quality on the 

engagement, except to require each team member, under the leadership of the engagement partner, 

to adhere to the firm’s policies and procedures in response to the ISQMs and to apply a sufficient 

level of professional skepticism. We agree that the proposed ISA 220 appropriately reflects the role 

of other senior members of the engagement team as the onus of ensuring quality at the engagement 

level resides with the engagement partner, no matter the composition of the engagement team.  

2) Does ED-220 have appropriate linkages with the ISQMs? Do you support the requirements to 

follow the firm’s policies and procedures and the material referring to when the engagement 

partner may depend on the firm’s policies or procedures? 

Yes, the linkages between ED-220, ED-ISQM 1 and ED-ISQM 2 are clear. 

Proposed ISA 220 requires that the engagement partner assess the degree to which they may rely 

on the firm’s policies or procedures in the application of risk management at the engagement level. 

We agree with this requirement as it provides flexibility to tailor the audit approach to achieve quality 

based on the nature and circumstances of each individual engagement.  

Paragraph 36 of ED-220 requires the engagement partner to ensure the results of the firm’s 

monitoring and remediation process have been communicated to the engagement team and 

determine the relevance of the results and effect on the audit engagement. As commented above in 

our response to ISQM 2, we agree that an understanding of such findings can provide useful 

information in assisting the engagement partner and the engagement team to determine the nature 

and extent of their procedures, but we do not believe this should be one of the procedures the 

engagement partner is required to perform.  

3) Do you support the material on the appropriate exercise of professional skepticism in 

managing quality at the engagement level? (See paragraph 7 and A27–A29 of ED-220) 

The audit environment is one where sometimes heavy staff workloads, fee constraints, and tight 

financial reporting deadlines may have an impact on the audit engagement team members’ ability to 

consistently apply professional skepticism throughout the course of the audit engagement. In addition 

to the comments on professional skepticism in our response to the proposed ISQM 2, we feel that 

professional skepticism is a mindset or behaviour that cannot be prescribed through a checklist of 

specific items. As such, we support the material on the appropriate exercise of professional skepticism 

in managing quality at the engagement level. However, we believe additional guidance on what 

constitutes appropriate evidence of the application of professional skepticism would be helpful in 

documenting professional skepticism within the audit engagement file.  

4) Does ED-220 deal adequately with the modern auditing environment, including the use of 

different audit delivery models and technology? 

Yes, the proposed ED-220 adequately addresses the importance of dynamic audit teams and the 

growing use of technology as a resource tool to perform more effective audits.  

5) Do you support the revised requirements and guidance on direction, supervision and review? 

(See paragraphs 27–31 and A68–A80 of ED-220) 
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Yes, we support the revised requirements and guidance on the direction, supervision and review at 

the engagement level.  

6) Does ED-220, together with the overarching documentation requirements in ISA 230, include 

sufficient requirements and guidance on documentation? 

Yes, we believe the overarching documentation requirements in the proposed ISA-220 and in ISA 

230 include sufficient requirements and guidance on documentation with one exception.  We 

recommend the addition of guidance on the documentation required to evidence the completion of 

the stand-back requirement.   

7) Is ED-220 appropriately scalable to engagements of different sizes and complexity, including 

through the focus on the nature and circumstances of the engagement in the requirements? 

Yes, the requirements in proposed ISA 220 are scalable to engagements of varying size and 

complexity. 

Other Matters 

We believe that paragraph 32’s requirements should be expanded to include that the engagement partner 

shall not date the auditor’s report until the completion of any outstanding consultation, similar to the 

requirement in paragraphs 33(d) and 35(c) relating to the completion of the engagement quality review 

and resolution of differences of opinion, respectively. Furthermore, in paragraph 33, we believe the 

requirements relating to the engagement partner’s responsibility where an engagement quality review is 

required should be expanded to include discussion with the engagement quality reviewer on all matters 

on which a consultation was deemed required.   

We would be pleased to offer assistance to the AASB in further exploring issues raised in our response or 
in finding alternative solutions. 

Yours truly, 

MNP LLP 

Maggie Kiel, MBA, CA(Aust), CIA, ABCP, CRMA, ICD.D 
Vice President, Quality Management 


