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	Remarks / References

	0.0
	Introduction
	

	0.1
	The Firm
	

	0.1.1
	This policy manual belongs to Thomas H S Tsang Certified Public Accountant, hereafter referred to as the “Firm.”
	

	0.2
	Leadership Roles
	

	0.2.1
	This Quality Manual outlines a number of leadership and coordination roles that a partner or senior staff member may accept for the firm as a whole. In some firms, one person may take responsibility for a number of these roles. The most important role is that of managing partner (MP) who will be responsible to his professional staff for upholding the core values of the firm and monitoring the effectiveness of work performed by the other firm leaders.
	

	0.3
	Abbreviations
	

	0.3.1
	The most common abbreviations used in these policies are:
	

	0.3.2
	MP
	Managing partner for the firm or office
	

	0.3.3
	EQC reviewer
	Engagement Quality Control reviewer
	

	0.3.4
	CIL
	Conflict of Interest Leader
	

	0.3.5
	CL
	Communications Leader
	

	0.3.6
	CO
	Complaints Officer
	

	0.3.7
	HRL
	Human Resources Leader
	

	0.3.8
	IL
	Independence Leader
	

	0.3.9
	PCL
	Privacy and Confidentiality Leader
	

	0.3.10
	PSL
	Professional Standards Leader
	

	0.3.11
	AP
	Annual Plan
	

	0.3.12
	Firm
	The practice undertaken by “Thomas H S Tsang Certified Public Accountant”
	

	0.3.13
	HKSQC 1
	
	

	0.3.14
	EQC Review
	Engagement Quality Control Review 
	

	
	
	
	

	1.0 
	Managing Professional Risk
	

	1.1
	Firm Goals 
	Part A 1.3

	1.1.1
	Each year, an AP for the growth and development of the Firm will be prepared.
	Completion of an Annual Plan (“AP”)

	1.1.2
	This AP will include some specific targets for staff performance (where staff are applicable), which will be discussed with staff.
	Discuss targets with staff

	1.1.3
	The responsibility of the staff member is to:
	

	1.1.4
	(1) Ensure his/her performance targets are realistic and achievable. Any concerns should be raised with the practitioner;
	

	1.1.5
	(2) Review his/her own performance reports and be prepared to respond to questions raised by the MP; and
	

	1.1.6
	(3) Provide recommendations on how performance could be improved and report to the MP.
	

	1.1.7
	The Firm will adhere to the basic principles and essential procedures in HKSQC 1 regarding a firm’s responsibilities for its system of quality control for audits and reviews of historical financial information, and for other assurance and related services engagements.
	

	1.1.8
	The Firm will adhere to the HKSQC 1 (where acknowledged by the Firm) in conjunction with the HKICPA Statements of Professional Ethics/Code of Ethics for Professional Accountants.
	

	1.2
	Monitoring Compliance 
	Part A 1.4

	1.2.1
	Monitoring Quality Control
	

	1.2.1.1
	The Firm has designed and implemented a system of internal quality control, appropriate for the size and nature of the practice. An important element of the control system is to monitor the continued adequacy and operational effectiveness of the policies and procedures.
	

	1.2.1.2
	Every one to three years, the Firm will appoint a monitor who will select at least one completed engagement file(s) and review the application of quality control procedures.
	

	1.2.1.3
	The scope of the file inspection will be similar to that of a “general review” of working papers and should be driven by the complexity and risks associated with the engagement. The monitor will also conduct other monitoring procedures as required under HKSQC 1.
	as outlined in Section 4.3 of this policy manual

	1.2.1.4
	The monitor will cover both the appropriateness of the design and the effectiveness of the operation of the system of quality control which include the following:
	

	1.2.1.4.1
	(1) Adherence to professional standards and other requirements;
	

	1.2.1.4.2
	(2) The appropriateness of file documentation and the opinion issued on engagement reports;
	

	1.2.1.4.3
	(3) Whether appropriate and sufficient consultation has taken place on difficult or contentious matters; and
	

	1.2.1.4
	 (4) Whether the quality control policies and procedures of the Firm have been appropriately applied.
	

	1.2.1.5
	The monitor should be:
	

	1.2.1.5.1
	(1) A qualified accountant with extensive experience performing and reviewing assurance engagement files at the practitioner/partner, principal or senior manager level; and
	

	1.2.1.5.2
	(2) Conversant and up-to-date on the application of financial reporting, auditing and assurance standards.
	

	1.2.2
	Hiring an External Monitor
	

	1.2.2.1
	As I am a sole practitioner, I need to hire an external monitor, where an engagement letter will be obtained and signed by both parties (Firm and monitor) before the work commences. 
	Appendix A

Appendix B: Format for the Monitor’s Report

	1.2.3
	Staff Member Responsibility
	

	1.2.3.1
	Every member of the Firm is considered to be an informal monitor. 
	

	1.2.3.2
	The Firm relies on each individual Firm member, at all levels, to monitor quality, ethics and professional and the Firm’s standards.
	

	1.2.3.3
	Each staff member is expected to fully cooperate with the monitor.
	

	1.2.4
	The Monitor’s Role
	

	1.2.4.1
	The person appointed as monitor will be responsible for:
	

	1.2.4.2
	(1) Selecting a sample of completed assurance engagements for review. 
	

	1.2.4.3
	Files should be selected based on:
	

	1.2.4.4
	(1a) High-risk, high-profile or complex clients; and
	

	1.2.4.5
	(1b) Results of previous inspections, including external inspections by professional and regulatory bodies;
	

	1.2.4.6
	(2) Identifying any deficiencies in the files that require further action and the Firm’s quality control procedures;
	

	1.2.4.7
	(3) Documenting the scope of the inspections and the results; and
	

	1.2.4.8
	(4) Discussing findings and recommendations for improvements in the quality control procedures and any staff training requirements with the practitioner who will determine what further action and communication of results are required.
	

	1.2.4.9
	(5) Conduct other monitoring procedures as required under HKSQC 1.
	

	1.2.5
	Disagreements with the Monitor
	

	
	If differences of opinion arise with the monitor, the Firm’s procedures for resolving such matters should be followed or the process as outlined in the engagement letter with the external monitor.
	see Section 5.6: Handling Disagreements

	2.0
	Independence and Ethics
	

	2.1
	Independence 
	Part A 2.1

	2.1.1
	Fundamental Principle
	

	2.1.1.1
	It is a fundamental principle of the Firm to perform assurance services with unimpaired professional judgment and objectivity, and to be seen to be doing so by a reasonable observer.
	

	2.1.2
	Staff Awareness
	

	2.1.2.1
	All members of the Firm are required to be aware of and understand the Code of Ethics for Professional Accountants, including Independence and related Interpretations, as they pertain to the Firm and to themselves.
	

	2.1.2.2
	Each year, staff will be asked to sign a confirmation that they understand the independence rules and are complying with the Firm’s policies.
	

	2.1.3
	Client Acceptance and Continuance
	

	2.1.3.1
	Before the Firm accepts a new assignment or starts work on an existing client, a thorough assessment of independence must be performed, documented and approved by the practitioner.
	

	2.1.3.2
	If new circumstances arise or information is obtained during the engagement that could result in an impairment of independence, it must be immediately reported to the practitioner who should make a decision as to whether work should stop immediately.
	

	2.1.4
	Firm Responsibility
	

	2.1.4.1
	The Firm will undertake to:
	

	2.1.4.2
	(1) Inform/train staff on the independence policies and changes to the rules; and
	

	2.1.4.3
	(2) Provide resources for staff in answering questions about independence and resolution of threats to independence.
	

	2.1.5
	Performance of Work
	

	2.1.5.1
	No work shall be performed on any assurance engagement until an assessment of independence has been performed, documented and signed by the engagement partner stating that he/she is satisfied that the Firm is independent.
	

	2.1.6
	Discipline
	

	2.1.6.1
	The Firm regards non-compliance as a very serious matter. Disciplinary action could range from a record being placed in the employment file, a referral being made to the Institute, to dismissal from the Firm.
	

	2.2
	Privacy and Confidentiality 
	Part A 2.2

	2.2.1
	Privacy Policy
	

	2.2.1.1
	The Firm and all its members shall safeguard and keep confidential any information collected relating to clients that is required to be kept confidential and safeguarded in accordance with governing laws, regulatory authorities, Code of Ethics for Professional Accountants, the Firm’s policy and specific client instructions or agreements.
	

	2.2.2
	Scope of Policy
	

	
	Confidential information includes, but is not limited to:
	

	
	(1) Name or other unique identifiers;
	

	
	(2) Addresses, phone, fax, e-mail;
	

	
	(3) Age, gender, marital status, sexual orientation, personal relationships;
	

	
	(4) Political, religious, social or other similar affiliations;
	

	
	(5) Lifestyle information;
	

	
	(6) Buying and consumption tendencies;
	

	
	(7) Financial or business information of any nature;
	

	
	(8) Proprietary trade information, secrets, processes, products or market knowledge;
	

	
	(9) Government or other regulatory information identification numbers or similar identities; and
	

	
	(10) Electronic documents, data and communications.
	

	2.2.3
	Collection and Retention of Information
	

	
	The Firm shall collect and retain only such personal or business information as is necessary for the purposes required to fulfill engagement responsibilities.
	

	
	Personal and client information shall be retained only as long as necessary for the fulfilment of professional, regulatory and legal requirements.
	

	2.2.4
	Access and Use of Information
	

	
	Client information and any personal information obtained shall be used or disclosed only for the purpose collected, except with the consent of the individual or entity or as required by law.
	

	
	Upon request, an individual or entity should be informed of the existence, use and disclosure of their personal information and given access.
	

	
	Such information does not necessarily include working papers, which are the property of the Firm.
	

	2.2.5
	Staff Confidentiality Agreement
	

	
	Staff are required to sign a confidentiality agreement upon commencement and renewal of employment.
	see Appendix C

	2.2.6
	Firm Responsibility
	

	
	The Firm will undertake:
	

	
	(1) To review relevant privacy legislation and any associated guidance;
	

	
	(2) To ensure the Firm’s policies and procedures are complete and up-to-date; and
	

	
	(3) To provide access to resources for staff in answering questions.
	

	2.3 
	Conflict of Interest 
	Part A 2.3

	2.3.1
	Fundamental Principle
	

	
	The Firm should not conduct any work where a conflict of interest exists or is perceived to exist without giving proper safeguards to any threats.
	

	
	Even providing advice (casual or otherwise) where a real or potential conflict of interest exists would expose the Firm to significant risks, both professionally and legally.
	

	
	Staff should read and comply with the Code of Ethics for Professional Accountants in respect of professional services and conflicts of interest.
	

	2.3.3
	Reporting Conflict of Interest
	

	
	Staff members are required to immediately declare any conflict of interest they or family members may have with a particular Firm assignment.
	

	
	If there is doubt as to whether a situation is in fact a conflict of interest, the matter should be discussed with the practitioner.
	

	
	Failure to do so will result in disciplinary action and possibly dismissal from the Firm.
	

	2.3.4
	Assessment of Potential Conflicts
	

	
	Before starting work on an engagement file, staff should carry out a conflict of interest (real or perceived) assessment.
	

	
	This should include the nature of any special services and whether the services to be provided would cause other clients to believe that the Firm had a conflict of interest (e.g., where the Firm is asked to audit a major competitor of another client).
	

	
	If there is any doubt about a particular situation, it should be discussed with the practitioner.
	

	
	Given the sensitivity of these matters, care should be taken in determining how the situation should be addressed (threats to be minimized) and by whom.
	

	2.3.5
	Conflict on Existing Engagements
	

	
	When a potential or actual conflict is identified on an engagement already in progress, staff should cease work until the matter has been documented, discussed with the practitioner, and an appropriate course of action determined.
	

	2.3.6
	Documentation
	

	
	Where a conflict has been identified, the nature must be documented, along with notes of consultations with others, the conclusions reached, safeguards applied and procedures followed (or to be followed). 
	

	
	This will also include the disclosures made to the client and notes from meetings.
	

	2.3.7 
	Firm Responsibility
	

	
	The Firm will undertake to:
	

	
	(1) Ensure staff have access to client information and resources necessary to assist in identifying known or potential conflicts of interest;
	

	
	(2) Ensure the Firm has the capability to securely store information for sensitive conflict of interest and confidentiality situations; and
	

	
	(3) Investigate reported instances of conflict of interest and any allegations by clients or third parties of possible conflict.
	

	3.0
	The Firm Environment
	

	3.1
	Setting the Tone 
	Part A 3.1

	3.1.1
	Commitment to Honesty and High Quality Work
	

	
	It is a fundamental Firm value that staff acts with honesty, integrity and a commitment to high quality work. 
	

	
	Failure to act this way will not be tolerated and will result in disciplinary action.
	

	3.1.2
	Raising Concerns
	

	
	Staff are encouraged to raise any issues with the practitioner that address or have an impact on professional standards, ethics and the Firm’s integrity.
	

	
	If a staff member feels that an issue raised has not been dealt with in a satisfactory manner, the Firm’s policy on disagreements should be followed.
	see Section 5.6

	3.2
	Integrity and Ethical Values 
	Part A 3.2

	3.2.1
	Adherence to Firm Policies
	

	
	Staff are expected to read, understand and comply with:
	

	
	(1) The Firm’s policies and procedures on quality control and professional ethics; and
	

	
	(2) The profession’s Code of Ethics for Professional Accountants.
	

	
	The Firm expects its members to act with honesty and integrity and to conduct themselves with an appropriate level of professional deportment.
	

	
	Non-compliance with the Firm’s policies and procedures will result in disciplinary action.
	

	3.3
	Staff Communications 
	Part A 3.5

	3.3.1
	Firm Responsibility
	

	
	The Firm will undertake to listen to staff concerns, receive recommendations for improving the Firm’s practices and controls and issue timely communications on policy changes and other Firm matters.
	

	3.4
	Complaints, Allegations and Whistle-blowing 
	Part A 3.6

	3.4.1
	Complaints and Allegations
	

	
	The Firm encourages staff, clients, suppliers, regulators and other third parties to inform the Firm about any concerns about the Firm’s quality control procedures or other ethical issues, on a timely basis. 
	

	
	This applies even where there is not conclusive proof.
	

	
	Concerns may be raised verbally or in writing.
	

	
	Information should be supplied on the:
	

	
	(1) Background and history of the concern (giving relevant dates and events);
	

	
	(2) Reasons for the concern about the situation; and
	

	
	(3) Course(s) of action for the Firm’s consideration.
	

	3.4.2
	Firm Responsibility
	

	
	The Firm will undertake to:
	

	
	(1) Create a working environment that encourages staff and third parties to raise concerns without fear of victimization;
	

	
	(2) Consider each matter raised and determine the appropriate course of action; and
	

	
	(3) Report back to the informant on the results of any investigation and proposed courses of action.
	

	3.4.3
	Informant Protection
	

	
	No action will be taken against anyone who makes an allegation in good faith, reasonably believing it to be true, even if the concern is not subsequently confirmed by the investigation.
	

	
	The individual who raises a concern will not be at risk of losing his/her job or suffer any form of retribution, provided that:
	

	
	(1) The disclosure was made in good faith;
	

	
	(2) There is a reasonable basis for believing the complaint or allegation is substantially true; and
	

	
	(3) There is no obvious personal gain or motivation involved.
	

	
	Every effort will be made to ensure the confidentiality of the informant.
	

	
	Where the Firm is not able to resolve the concern without revealing a person’s identity, such as where evidence is needed in court, this will first be discussed with the informant.
	

	
	Subject to legal constraints, the informant will normally be notified of the final outcome of any investigation.
	

	
	Anonymous reports will be accepted but they are generally more difficult to investigate and no feedback will be provided on the action taken.
	

	3.5
	Discipline Process 
	Part A 3.7

	3.5.1
	Initiation of Discipline
	

	
	The Firm’s disciplinary process will be invoked when the practitioner has reviewed the matter brought to his/her attention and determined it to have merit.
	

	
	Examples of situations warranting disciplinary action include:
	

	
	(1) Failure to comply with the Firm’s policies and procedures;
	

	
	(2) Failure to observe the required standard of professional care, skills or competence in performing an engagement as reported by the engagement practitioner;
	

	
	(3) Failure to report instances where the Firm’s independence was impaired or where a conflict of interest exists;
	

	
	(4) Reported instances of discreditable or dishonourable conduct about staff by other members of the Firm or third parties;
	

	
	(5) Confidential client data being used for personal gain or to assist another client who may be a competitor; and
	

	
	(6) False claims being made for expenditures, deliberate falsification of time reports, or where personal circumstances (such as substance abuse or gambling) are seriously impacting job performance and integrity.
	

	3.5.2
	Consequences
	

	
	Disciplinary actions will depend on the circumstances. They may include but are not limited to:
	

	
	(1) Corrective requirements, including specified actions to be taken by the individual;
	

	
	(2) Reprimands (formal or informal);
	

	
	(3) Permanent record on the individual’s personnel file;
	

	
	(4) Sanctions as directed;
	

	
	(5) Removal from engagements;
	

	
	(6) Monitoring by another Firm member;
	

	
	(7) Restrictions on types of engagements assigned;
	

	
	(8) Restrictions on access to files and information;
	

	
	(9) Requirements to complete additional or supplemental training;
	

	
	(10) Suspensions (with or without pay);
	

	
	(11) Requirements for restitution (financial or other);
	

	
	(12) Termination or expulsion for cause; and/or
	

	
	(13) Referral to the appropriate professional body/bodies for additional disciplinary consideration.
	

	4.0
	Human Resources Risk
	

	4.1
	Hiring and Firm Orientation 
	Part A 4.1

	4.1.1
	Firm Responsibility
	

	
	The Firm may designate a senior staff person who will be responsible for human resources management within the Firm.
	

	
	The Firm will undertake to:
	

	
	(1) Develop competitive career development and compensation APs to attract the best staff available;
	

	
	(2) Prepare training guidelines and schedules to ensure staff competency at each level (i.e., junior, intermediate, senior, etc.);
	

	
	(3) Ensure staff have easy access to needed resources and reference materials;
	

	
	(4) Provide staff advice and assistance where required;
	

	
	(5) Plan and schedule staff on Firm assignments; and
	see Section 4.2

	
	(6) Appoint and schedule the time of an EQC reviewer (where required) 
	see Section 5.5 for EQC and EQC reviewers

	4.2
	Assignment to Clients 
	Part A 4.2

	4.2.1
	Staffing and Supervision
	

	
	The practitioner will ensure each engagement has been adequately staffed and supervised. Factors that will be considered include:
	

	
	(1) Engagement size, complexity and risk;
	

	
	(2) Any special skills or knowledge required;
	

	
	(3) Timing of the work to be performed;
	

	
	(4) Availability of staff by experience level;
	

	
	(5) Any constraints such as independence issues; and
	

	
	(6) Specific skills, aptitude and performance of individual staff members.
	

	4.3
	Supervision and Review 
	Part A 4.3

	4.3.1
	Supervision
	

	
	The practitioner will ensure all engagements are properly planned and supervised in accordance with professional standards.
	

	4.3.2
	Types of Engagement Review
	

	
	A working paper review is an objective inspection of work prepared by a knowledgeable person.
	

	
	A detailed review requires a comprehensive inspection of all working papers and is evidenced by the initial or sign off on each document by the reviewer.
	

	
	A general review requires an objective inspection of work performed in sensitive and key risk areas of the engagement. 
	

	
	The goal is to ensure the work performed meets professional and Firm standards and supports the conclusions reached.
	

	
	Working papers that are reviewed should be dated, initialled or signed off by the reviewer.
	

	
	A combined review (detailed and general) will be carried out by the practitioner, except where the:
	

	
	(1) Assignment is complex; and
	

	
	(2) Assignment is assessed as high risk.
	

	
	A detailed and a general review should be performed on all engagements that do not qualify for a combined review. 
	

	
	The detailed review can be delegated to a competent and experienced individual.
	

	
	The engagement planning checklist, the completion checklist and the engagement transmittal control sheets must be signed off by the detailed reviewer, the general reviewer and, where applicable, the EQC reviewer.
	

	4.4
	Performance Appraisals 
	Part A 4.4

	4.4.1
	Performance Appraisal Summary
	

	
	Performance appraisals are required to be carried out informally on larger engagements (or a group of smaller engagements) and formally on an annual basis. The goals are as follows:
	

	
	(1) To provide feedback on both good and poor performance;
	

	
	(2) To identify areas for training, personal development and career advancement;
	

	
	(3) To enable short and longer-term career goals to be set; and
	

	
	(4) To provide a basis for determining promotions.
	

	4.4.2
	Annual Appraisal
	

	
	The engagement manager (or practitioner) is responsible for completing the annual appraisal for all staff under his/her direction.
	

	
	When preparing the appraisal, the engagement manager should:
	

	
	(1) Ensure comments included in the appraisal are constructive and written in a professional manner;
	

	
	(2) Outline the agreed-upon goals for developing areas of strength; and
	

	
	(3) Ensure serious deficiencies raised are supported by a specific AP (road map) of how the issues are to be addressed.
	

	
	The engagement manager (or practitioner) should meet with the staff member to discuss the contents of the appraisal. 
	

	
	Once agreed, both parties should sign the appraisal prior to including it in the employee’s file.
	

	
	If there is a disagreement, refer to the policy outlined in Section 5.6.
	

	
	Annual performance appraisals will form the basis for remuneration and promotions.
	

	4.5
	Annual Staff Confirmations 
	Part A 4.5

	4.5.1
	Signing of Annual Confirmation
	

	
	Every practitioner and staff member is required to sign an annual confirmation of compliance with the Firm’s policies and independence rules.
	

	
	Anyone who violates the Firm’s independence policies without proper safeguards to the threats will be subject to disciplinary action, which could include dismissal from the firm.
	see Appendix D

	4.6
	Continuing Professional Development 
	Part A 4.6

	4.6.1
	Continuing Professional Development for staff
	

	
	All staff are expected to:
	

	
	(1) Continually update their knowledge of emerging trends, professional pronouncements and the application of new financial reporting , auditing, assurance and tax standards;
	

	
	(2) Comply with the professional development requirements as set out by the Institute; and
	

	
	(3) Spend some time each week reading relevant professional literature and articles that will upgrade technical and managerial ability.
	

	5.0
	Engagement Risk
	

	5.1
	Engagement Acceptance and Continuance 
	Part A 5.1

	5.1.1
	Engagement Risk Assessment
	

	
	The Firm shall only undertake engagements after a process of internal assessment has determined that the risks involved are within acceptable limits.
	

	
	The Engagement Acceptance/ Continuance Risk Tolerance Worksheet must be completed for each new and continuing engagement.
	see Appendix E

	5.1.2
	High-risk Clients
	

	
	Engagements that pose a high risk to the Firm should normally be declined. 
	

	
	They may only be accepted when the reasons why this client should be accepted or retained have been documented.
	

	
	Examples of situations where the engagement would pose a high risk to the Firm include:
	

	
	(1) Unpaid fees;
	

	
	(2) Existence of independence or conflict of interest issues;
	

	
	(3) An unacceptable scope or time limitation exists;
	

	
	(4) Known instances of fraud have been perpetrated by management; or
	

	
	(5) Other concerns about corporate governance, inadequate internal control systems, management integrity or lack of cooperation from client personnel.
	

	5.2
	Hiring Outside Specialists 
	Part A 5.2

	5.2.1
	Identifying Need for an Outside Specialist
	

	
	The practitioner, as a part of planning, may identify the need for some specialist assistance. 
	

	
	When this applies, documentation should be prepared to include:
	

	
	(1) The aspects of the engagement giving rise to the need for the specialist;

 
	Appendix F and Appendix H

	
	(2) The qualifications of the proposed specialist; and
	

	
	(3) The extent to which the specialist will be required to prepare information that will be included in the financial statements and subject to assurance procedures by the Firm
	

	5.2.2
	Hiring an Outside Specialist
	

	
	Where the Firm has identified a need to hire a specialist, the following should be considered:
	

	
	(1) Selection of a specialist from the Firm list (if any) of previously approved specialists. If there is not a suitable specialist on the prepared list, appropriate due diligence must be undertaken to qualify the specialist for the purpose intended;
	

	
	(2) Obtain assurances that the proposed specialist is independent of the client and will provide evidence in an unbiased manner;
	

	
	(3) An engagement letter must be obtained and signed by both parties (Firm and specialist) before the work commences;
	Appendix I

	
	(4) Arrangements for the supervision and review of the work of the specialist should be documented as part of the engagement planning process; and
	

	
	(5) The cost of work provided by the specialist should be billed to the Firm and then charged to the client.
	

	5.3
	Consultation 
	Part A 5.3

	5.3.1
	Use of a Consultant
	

	
	Consultation with others on the engagement team in the Firm (and, where necessary, outside of the Firm) with the appropriate knowledge, seniority and experience is required when addressing and reaching conclusions on complex, specialized, difficult or contentious issues.
	

	5.3.2
	Consultation Worksheet
	

	
	The Firm requires the Consultation/Specialist Risk Tolerance Worksheet be completed for every assurance engagement. 
	Appendix F

	
	Where a need to consult with persons outside of the Firm is identified, it should be documented and referred to the practitioner for a decision on how to proceed.
	

	5.3.3
	Consultant Approval
	

	
	The Firm will make available a list of the Firm’s personnel and approved external personnel who may be used for consultation. 
	

	
	This list will outline the person’s experience, seniority, knowledge, competency and authority.
	

	
	The EQC reviewer may also be consulted during the course of the assurance engagement.
	

	
	This would not compromise the EQC reviewer’s objectivity as long as the practitioner makes the final decision on engagement matters.
	

	
	Where an external consultant is used, an engagement letter, signed by both parties (Firm and consultant) will be obtained before the work commences.
	Appendix G

	5.3.4
	Working with the Consulted Party
	

	
	The consulted party must be provided with all relevant facts to be able to provide informed advice. 
	

	
	It is not permissible to:
	

	
	(1) Withhold facts or direct the information flow in such as way as to encourage a desired result; or
	

	
	(2) “Opinion shop” until the desired result is obtained.
	

	
	Unless there are specific and documented reasons, there should not be more than one consultation on a matter.
	

	5.3.5
	Documentation
	

	
	When a consultation is made (either internally or externally) on significant matters, the standard Consultation/Specialist Form must be completed and attached to the engagement file. 
	see Appendix H

	
	The Consultation/Specialist Form documents details of the issue, analysis, identity of the party (or parties) consulted, the date and the conclusions reached. 
	

	
	Both the practitioner and the consulted party should initial and date their concurrence with the proposed resolution of the matter(s).
	

	5.3.6
	Disagreements
	

	
	In the event of disagreement between the consultant and the practitioner, the Firm’s process for dispute resolution should be followed.
	see Section 5.6

	5.4
	Documentation 
	Part A 5.4

	5.4.1
	Documentation on working paper
	

	
	The Firm’s working papers should provide the following:
	

	
	(1) Intended objectives / purposes (where applicable) of the working paper
	

	
	(2) Documentation of the work performed;
	

	
	(3) Evidence that planned objectives were accomplished;
	

	
	(4) Conclusions (where applicable) that can be drawn from the work performed 
	

	
	(5) The information needed for file reviews performed by managers, the practitioner and external practice inspectors (where applicable); and
	

	
	(6) A repository of work done for future reference.
	

	
	Engagement documentation should include:
	

	
	(1) The engagement planning process, including the independence assessment, minutes of the team planning meeting and completion of the Firm’s engagement planning checklist;
	

	
	(2) The nature, timing and extent of procedures to be performed, the evidence obtained, and any conclusions reached;
	

	
	(3) Evidence that the procedures were performed in compliance with applicable legal and regulatory requirements;
	

	
	(4) All documents (created, sent or received) that contain conclusions, opinions, analyses, or financial data that form the basis of the audit or review. This includes memoranda, correspondence, communications and records (including electronic records);
	

	
	(5) The mandatory Firm forms, which must be completed and signed off;
	

	
	(6) Who performed the work, who reviewed the work and on what date;
	

	
	(7) Communications (correspondence, e-mails, etc.) and meetings with management and the audit committee;
	

	
	(8) Issues that arose during the engagement and their disposition; and
	

	
	(9) The Firm’s engagement completion checklist, including the required sign offs by the engagement practitioner and Engagement Quality Control reviewer (if applicable).
	

	5.4.2
	Assurance Work Performed by Others
	

	
	When work will be performed by others (including affiliated firms, other auditors and specialists), the following procedures apply:
	

	
	(1) An agreement should be obtained (during the planning process) in writing on what work and documentation will be expected;
	

	
	(2) Prior to the report release, the work performed by other auditors and resulting documentation should be reviewed to ensure it is complete and supports the conclusions reached; and
	

	
	(3) The engagement documentation supporting work performed by others must be retained by, or be readily accessible to, the Firm.
	

	5.4.3
	Engagement Report Release
	

	
	The final engagement report (in hard copy or electronic format) may not be released, filed or otherwise distributed until the following approvals have been obtained and documented:
	

	
	(1) Engagement file reviewer and practitioner/staff completion (including resolution of any significant issues);
	

	
	(2) Practitioner;
	

	
	(3) Engagement Quality Control Reviewer (where applicable); and
	

	
	(4) Tax reviewer (where applicable).
	

	5.4.4
	Working Paper Retention
	

	
	Engagement documentation to support the performance of an assurance engagement should be retained for a minimum of five (5) years after the report release date.
	HKAS 230.29

	
	If no report was issued, the five year period starts from the date that fieldwork was substantially completed.
	

	
	This period should be extended in any instance where regulations require longer periods or where access to the file may be required by others (inspectors, etc.) to gather information or to support the work performed.
	

	5.4.5
	File Amendment
	

	
	Engagement documentation must not be deleted or discarded after the file is completed.
	

	
	If amendments to a completed file are required, the original documents will be cross-referenced to the new information included in the file.
	

	
	The new documentation should include the nature of the change, the date, the name of the person who prepared the change, and the reason.
	

	5.5
	Engagement Quality Control Review (EQC Review) 
	Part A 5.5

	5.5.1
	Engagement Quality Control Review Function
	

	
	The Engagement Quality Control review (EQC review) provides the Firm with an objective assessment of key judgments made and conclusions reached in formulating the content of the engagement report.
	

	
	An EQC review does not diminish the responsibility of the practitioner for the engagement.
	

	
	The EQC Review Risk Tolerance Worksheet must be completed (or updated) for each engagement to determine if an EQC review is required.
	see Appendix L

	5.5.2
	Engagements Requiring EQC Review
	

	
	An EQC review is not required for review engagements unless the engagement is unusually large, poses a high-risk to the Firm, or is equivalent or similar to a listed entity. 
	

	
	When an EQC review is required:
	

	
	(1) I will appoint a suitably qualified person who will provide me with an objective evaluation of my judgments and conclusions; 
	

	
	(2) The EQC reviewer will be involved only during the review stage and will not otherwise participate in the engagement; 
	

	
	(3) The ECQ reviewer will not be subject to conditions that may compromise his or her objectivity;
	

	
	(4) The EQC review must be completed before issuance of the engagement report; and
	

	
	(5) The engagement practitioner, before issuance of the engagement report, must resolve all issues raised by the EQC reviewer.
	

	
	(6) If differences of opinion or disputes arise, the Firm’s procedures for resolving such matters should be followed (see Section 5.6) or the process outlined in the engagement letter with the EQC reviewer.
	see EQC reviewer’s qualifications below

	5.5.3
	Scope of the EQC Review
	

	
	The scope of the EQC review is similar to that of a “general review” of working papers (as outlined in Section 4.3) and should be driven by the complexity and risks associated with the engagement.
	

	
	The EQC reviewer will consider matters documented in the engagement file, such as the following:
	

	
	(1) Conclusions reached regarding independence of the Firm and engagement team members;
	

	
	(2) The completeness of the planning process, including analysis of the key components of engagement risk, and the adequacy of the planned responses;
	

	
	(3) The suitability of the criteria used for evaluating the subject matter (i.e., HKFRSs for financial statements);
	

	
	(4) The results of the assurance engagement work and the appropriateness of the key judgments made, particularly in high-risk areas;
	

	
	(5) Whether appropriate consultation has taken place on difficult or contentious issues;
	

	
	(6) The financial statements or other subject matter, including the adequacy of proposed disclosures;
	

	
	(7) In an attest engagement, the significance of any misstatements (such as unadjusted errors, unrecorded amounts, inappropriate estimates or interpretations of HKFRSs or deficiencies in disclosures) which management has declined to correct;
	

	
	(8) In a direct reporting engagement , the significance of any disagreements between management and the assurance engagement team relating to matters encompassed in the engagement report;
	

	
	(9) The appropriateness of the content of the planned communications to management and/or those charged with governance; and
	

	
	(10) Whether the documentation reviewed and the discussions held support the conclusions reached and the content of the engagement report.
	

	5.5.4
	EQC Reviewer Qualifications
	

	
	A designated EQC reviewer must be objective and have sufficient training, experience, technical expertise, authority, capability and time to fulfil that role.
	

	
	For high-risk assurance clients, this person should be a practitioner or principal with:
	

	
	(1) Sufficient up-to-date technical knowledge and experience in subject matter relevant to the engagement;
	

	
	(2) Extensive experience in managing assurance engagements and reviewing files;
	

	
	(3) Authority to challenge judgments made by the engagement practitioner; and
	

	
	(4) Authority to sign financial statements on behalf of the Firm. If the EQC reviewer is contracted from outside the Firm, the person should be a former or existing practitioner of another accounting firm who has/had signing authority for financial statements.
	

	
	For moderate and low-risk clients, the EQC reviewer should be someone with:
	

	
	(1) Solid up-to-date technical knowledge relevant to the engagement;
	

	
	(2) Extensive experience in managing assurance engagements and reviewing files; and
	

	
	(3) Authority to challenge judgments made by the audit practitioner.
	

	
	The EQC reviewer should not be part of the engagement team and should not make any decisions on the nature of work to be performed. The EQC reviewer may recommend courses of action to the engagement practitioner who is required to make the final decision.
	

	5.5.5
	Hiring an External EQC Reviewer
	

	
	Where the Firm has identified a need to hire an external EQC reviewer, the following must be considered to minimize potential risk to the Firm:
	

	
	(1) Selection of the external EQC reviewer should be made from the Firm’s list of approved EQC reviewers. If there is not a suitable specialist on the list, appropriate due diligence must be undertaken to qualify a suitable person;
	see  letter contained in Appendix J

	
	(2) Assurance should be obtained that the proposed EQC reviewer is independent of the client(s) to be reviewed;
	

	
	(3) An engagement letter should be obtained and signed by both parties (Firm and EQC reviewer) before the work commences; and
	

	
	(4) The cost of work provided by the external EQC reviewer should be billed to the Firm and then charged to the client.
	

	5.5.6 
	Disagreements
	

	
	If differences of opinion or disputes arise, the Firm’s procedures for resolving such matters should be followed or the process outlined in the engagement letter with the EQC reviewer.
	see Section 5.6

	5.5.7
	Documentation
	

	
	The EQC reviewer is required to document the results of their review using the worksheet provided by the Firm.
	see Appendix K

	5.6
	Handling Disagreements 
	Part A 5.6

	5.6.1
	Differences of Opinion
	

	
	There may be times when disagreements arise between team members, practitioners, and others, such as the Engagement Quality Control reviewer (EQC reviewer). These disagreements should be addressed on a timely basis, following the steps outlined below.
	

	
	Step 1 — Settle Directly
	

	
	Try to resolve the disagreement directly. This may include discussion, research and consultation with other knowledgeable parties. Most disagreements arise from simple miscommunications that can be quickly rectified.
	

	
	If an engagement team member disagrees with the practitioner or senior staff member accepting the client’s point of view on a significant engagement issue, he/she should first discuss the matter with the practitioner or senior staff member and, where applicable, the EQC reviewer. 
	

	
	If there is still disagreement, the staff member should document his/her concerns for inclusion in the engagement file. 
	

	
	The practitioner and/or EQC reviewer will then add his/her reasons to the file as to why the staff member’s recommended course of action was not considered appropriate in the circumstances.
	

	
	Step 2 — Arbitration
	

	
	If a disagreement cannot be resolved through discussion, or if the person feels that they cannot speak directly to the other party, the issue should be documented by both parties and presented to the practitioner for arbitration.
	

	
	Disagreements involving the practitioner or between the practitioner and a consulting party or the EQC reviewer should be arbitrated by another knowledgeable person from within the Firm or by contracting with an external and suitably qualified person to be the arbitrator.
	

	
	The arbitrator must consider the matter on a timely basis and, after consultation with the parties involved, make a determination. If the matter is complex or highly technical, additional input should be sought as necessary. 
	

	
	The arbitrator will document his/her considerations in writing, including the factors coming to bear in reaching a decision. 
	

	
	The decision should then be communicated to the parties involved.
	

	
	The arbitration process is the final recourse available within the Firm. 
	

	
	If the matter still is not resolved to a person’s satisfaction, consideration should be given to their professional responsibilities.
	

	5.6.2 
	Staff Protection
	

	
	All personnel will be protected by the Firm from any form of retribution, career limitation or punitive actions for reporting a legitimate matter of significance in good faith and with the true interests of the public, the client, the Firm or co-workers at heart.
	

	5.7
	Continual Improvement 
	Part A 5.7

	5.7.1
	Recommendations on Improvements
	

	5.7.1.1
	All members of the Firm are strongly encouraged to identify and report to the practitioner on any aspect of engagement quality or performance that could be improved.
	

	6.0
	Listing Of Attached Appendices
	

	6.1
	Appendix A
Monitor Engagement Letter
	

	6.2
	Appendix B
 Format for the Monitor’s Report
	

	6.3
	Appendix C
Confidentiality Agreement for Staff
	

	6.4
	Appendix D
Annual Confirmation to be Signed by Staff
	

	6.5
	Appendix E
Engagement Acceptance/Continuance Risk Tolerance Worksheet
	

	6.6
	Appendix F
Consultation/Specialist Risk Tolerance Worksheet
	

	6.7
	Appendix G
Consultation Engagement Letter
	

	6.8
	Appendix H
Consultation/Specialist Form 
	

	6.9
	Appendix I
Specialist Engagement Letter
	

	6.10
	Appendix J
Engagement Quality Control Reviewer Engagement Letter
	

	6.11
	Appendix K
Engagement Quality Control Review Worksheet
	

	6.12
	Appendix L
Engagement Quality Control Review Risk Tolerance Worksheet
	


