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Accompanying Attachment: Conformity to the Interoaal Standards on Auditing

International Standard on Auditing (New Zealand) (ISA (NZ)) 220, “Quality Control for an Audit of Financial
Statements” should be read in conjunction with ISA (NZ) 200, “Overall Objectives of the Independent Auditor and
the Conduct of an Audit in Accordance with International Standards on Auditing (New Zealand).”
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Introduction
Scope of this ISA (N2)

1. This International Standard on Auditing (New [Bed) (ISA (NZ)) deals with the
specific responsibilities of the auditor regardiggality control procedures for an
audit of financial statements. It also addressdwres applicable, the responsibilities
of the engagement quality control reviewer. Thi& (§Z) is to be read in conjunction
with relevant ethical requirements.

System of Quality Control and Role of Engagement Bms

2. Quality control systems, policies and procedwes the responsibility of the audit
firm. Under Professional and Ethical Standard 3 éAded) the firm has an
obligation to establish and maintain a system dlitpu control to provide it with
reasonable assurance that:

(@) The firm and its personnel comply with professil standards and applicable
legal and regulatory requirements; and

(b) The reports issued by the firm or engagemeninpes are appropriate in the
circumstance$(Ref: Para. Al)

3.  Within the context of the firm’s system of quinalcontrol, engagement teams have a
responsibility to implement quality control proceesi that are applicable to the audit
engagement and provide the firm with relevant imfation to enable the functioning
of that part of the firm’s system of quality contrelating to independence.

4. Engagement teams are entitled to rely on time'disystem of quality control, unless
information provided by the firm or other partiegygests otherwis¢ref: Para. A2)

Effective Date
5. This ISA (NZ2) is effective for audits of finamtistatements for periods beginning on
or after 1 September, 20]Note: For the effective dates of paragraphs changed
added by an Amending Standard see the History ehdments].
Objective

6. The objective of the auditor is to implement lguacontrol procedures at the
engagement level that provide the auditor witha@aable assurance that:

(@) The audit complies with professional standards apglicable legal and
regulatory requirements; and

(b) The auditor’s report issued is appropriate in tineuenstances.

Definitions
7. For purposes of the ISAs (NZ), the followingnter have the meanings attributed
below:

! Professional and Ethical Standard 3 (Amendedyal@y Control for Firms that Perform Audits and
Reviews of Financial Statements, and Other Asser&mgagements”.

2 Professional and Ethical Standard 3 (Amendedpgraph 11.
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(@) Engagement partrier The partner or other person in the firm wheeisponsible
for the audit engagement and its performance, anthé auditor’s report that is
issued on behalf of the firm, and who, where remjirhas the appropriate
authority from a professional, legal or regulatbogdy.

(b) Engagement quality control review — A processigned to provide an objective
evaluation, on or before the date of the auditoeport, of the significant
judgements the engagement team made and the comslud reached in
formulating the auditor’s report. The engagemerdlitpucontrol review process
is only for audits of financial statements of FM&porting entities and those
other audit engagements, if any, for which the fims determined an
engagement quality control review is required.

(c) Engagement quality control reviewer — A partnaher person in the firm,
suitably qualified external person, or a team maplef such individuals, none
of whom is part of the engagement team, with sigffic and appropriate
experience and authority to objectively evaluat significant judgements the
engagement team made and the conclusions it reaichdédrmulating the
auditor’s report.

(d) Engagement team —All partners and staff periognthe engagement, and any
individuals engaged by the firm or a network firrhawperform audit procedures
on the engagement. This excludes an auditor’s madterxpert engaged by the
firm or a network firm’

(e) Firm — A sole practitioner or partnership, awgiion or other entity of
professional accountants.

NZ7.1 FMC reporting entity — A FMC reporting entiég defined in section 451 of the
Financial Markets Conduct Act 2013.

() Inspection — In relation to completed audit aggments, procedures designed to
provide evidence of compliance by engagement teaitis the firm’s quality
control policies and procedures.

(g) Listed entity — [Deleted by the NZAUASB. See NH.

(h) Monitoring — A process comprising an ongoingngideration and evaluation of
the firm’s system of quality control, including eermodic inspection of a
selection of completed engagements, designed twiderothe firm with
reasonable assurance that its system of qualitiyalas operating effectively.

(i) Network firm — A firm or entity that belongs sonetwork.
() Network— A larger structure:
(i) Thatis aimed at cooperation, and

(i) That is clearly aimed at profit or cost-shayinor shares common
ownership, control or management, common qualitytrob policies and

¥ “Engagement partner,” “partner,” and “firm” shdube read as referring to their public sector eajeints

where relevant.

ISA (NZ) 620, “Using The Work of an Auditor's E&d,” paragraph 6(a), defines the term “auditor’s
expert.”

4
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procedures, common business strategy, the useamaon brand name,
or a significant part of professional resources.

(k) Partner — Any individual with authority to birtthe firm with respect to the
performance of a professional services engagement.

() Personnel — Partners and staff.

(m) Professional standards — The standards issy¢debExternal Reporting Board
or the New Zealand Auditing and Assurance Standdodsd.

(n) Relevant ethical requirements — Ethical requi&ats to which the engagement
team and engagement quality control reviewer atgest) which ordinarily
comprise Professional and Ethical Standard 1 (Reyisssued by the New
Zealand Auditing and Assurance Standards Boardecek® an audit of financial
statements.

(o) Staff — Professionals, other than partnersjuting any experts the firm
employs.

(p) Suitably qualified external person — An indwa outside the firm with the
competence and capabilities to act as an engagepaetnter, for example a
partner of another firm, or an employee (with ajppiatte experience) of either a
professional accountancy body whose members mdgrpeaudits of historical
financial information or of an organisation thabyides relevant quality control
services.

Requirements
Leadership Responsibilities for Quality on Audits

8. The engagement partner shall take responsilfdityhe overall quality on each audit
engagement to which that partner is assigred. Para. A3)

Relevant Ethical Requirements

9. Throughout the audit engagement, the engagepaetrter shall remain alert, through
observation and making enquiries as necessargvidence of non-compliance with
relevant ethical requirements by members of theagegnent teantref: Para. A4-A5)

10. If matters come to the engagement partnerén@bin through the firm’'s system of
guality control or otherwise that indicate that ntems of the engagement team have
not complied with relevant ethical requirementse tengagement partner, in
consultation with others in the firm, shall detemmithe appropriate actio(Ref: Para.
A5)

Independence

11. The engagement partner shall form a conclusionamptiance with independence
requirements that apply to the audit engagemerdoing so, the engagement partner
shall: (Ref; Para. A5)

5

Professional and Ethical Standard 1 (RevisedddéCof Ethics for Assurance Practitioners”.
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(@) Obtain relevant information from the firm amdhere applicable, network firms,
to identify and evaluate circumstances and relatigps that create threats to
independence;

(b) Evaluate information on identified breachesarnfy, of the firm’s independence
policies and procedures to determine whether thesate a threat to
independence for the audit engagement; and

(c) Take appropriate action to eliminate such tisreareduce them to an acceptable
level by applying safeguards, or, if consideredrappate, to withdraw from the
audit engagement, where withdrawal is possible urefgplicable law or
regulation. The engagement partner shall prompdiyort to the firm any
inability to resolve the matter for appropriatei@ct (Ref: Para. A6-A7)

Acceptance and Continuance of Client Relationshipand Audit Engagements

12. The engagement partner shall be satisfied thatogppte procedures regarding the
acceptance and continuance of client relationsaiub audit engagements have been
followed, and shall determine that conclusions hedcin this regard are appropriate.
(Ref: Para. A8-A9)

13. If the engagement partner obtains informatiwet twvould have caused the firm to
decline the audit engagement had that informati@enbavailable earlier, the
engagement partner shall communicate that infoongiromptly to the firm, so that
the firm and the engagement partner can take ttessary actior(Ref: Para. A9)

Assignment of Engagement Teams

14. The engagement partner shall be satisfiedlteatngagement team, and any auditor’s
experts who are not part of the engagement tealiectively have the appropriate
competence and capabilities to:

(a) Perform the audit engagement in accordance witlfiepsmnal standards and
applicable legal and regulatory requirements; and

(b) Enable an auditor’s report that is appropriatehm ¢circumstances to be issued.
(Ref: Para. A10-A12)
Engagement Performance
Direction, Supervision and Performance
15. The engagement partner shall take respongifolit

(@) The direction, supervision and performance lo¢ taudit engagement in
compliance with professional standards and apgkcdégal and regulatory
requirements; an@Ref: Para. A13-A15, A20)

(b) The auditor’s report being appropriate in threuunstances.

Reviews

16. The engagement partner shall take respongilfdit reviews being performed in
accordance with the firm’s review policies and @uares(Ref: Para. A16-A17, A20)

17. On or before the date of the auditor’s reptbet, engagement partner shall, through a
review of the audit documentation and discussioth wihe engagement team, be
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satisfied that sufficient appropriate audit eviderdas been obtained to support the
conclusions reached and for the auditor’s repobiettssued(Ref: Para. A18-A20)

Consultation
18. The engagement partner shall:

(@) Take responsibility for the engagement team eta#ling appropriate
consultation on difficult or contentious matters;

(b) Be satisfied that members of the engagement temave undertaken appropriate
consultation during the course of the engagementh tithin the engagement
team and between the engagement team and othéhe appropriate level
within or outside the firm;

(c) Be satisfied that the nature and scope of, mtlusions resulting from, such
consultations are agreed with the party consulad,

(d) Determine that conclusions resulting from suobnsultations have been
implemented(Ref: Para. A21-A22)

Engagement Quality Control Review

19. For audits of financial statements of FMC reportergities, and those other audit
engagements, if any, for which the firm has deteedithat an engagement quality
control review is required, the engagement pahati:

(a) Determine that an engagement quality controkreer has been appointed;

(b) Discuss significant matters arising during #luglit engagement, including those
identified during the engagement quality controliea/, with the engagement
guality control reviewer; and

(c) Not date the auditor’s report until the comiletof the engagement quality
control review(Ref: Para. A23-A25)

20. The engagement quality control reviewer shatfggm an objective evaluation of the
significant judgements made by the engagement taaththe conclusions reached in
formulating the auditor’s report. This evaluatidral involve:

(@) Discussion of significant matters with the eygaent partner;
(b) Review of the financial statements and the psep auditor’s report;

(c) Review of selected audit documentation relatmdhe significant judgements
the engagement team made and the conclusionsitedaand

(d) Evaluation of the conclusions reached in foming the auditor’s report and
consideration of whether the proposed auditor'®mejs appropriate(Ref: Para.
A26-A27, A29-A31)

21. [Amended by the NZAuASB. Refer to NZ21.1].

NZ21.1 For audits of financial statements of FM@aring entities, and those other audit
engagements, if any, for which the firm has deteedithat an engagement quality
control review is required, the engagement qualiytrol reviewer, on performing an
engagement quality control review, shall also adesthe following:
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(@) The engagement team’s evaluation of the fiimdependence in relation to the
audit engagement;

(b) Whether appropriate consultation has taken eplan matters involving
differences of opinion or other difficult or conteus matters, and the
conclusions arising from those consultations; and

(c) Whether audit documentation selected for reviefiects the work performed in
relation to the significant judgements made andpeup the conclusions
reached(Ref: Para. A28-A31)

Differences of Opinion

22. If differences of opinion arise within the eggaent team, with those consulted or,
where applicable, between the engagement partnértla® engagement quality
control reviewer, the engagement team shall folllogv/firm’s policies and procedures
for dealing with and resolving differences of opimi

Monitoring

23. An effective system of quality control includasmonitoring process designed to
provide the firm with reasonable assurance thgtaties and procedures relating to
the system of quality control are relevant, adeguahd operating effectively. The
engagement partner shall consider the results effitm’s monitoring process as
evidenced in the latest information circulated bg firm and, if applicable, other
network firms and whether deficiencies noted irt theormation may affect the audit
engagementRef: Para A32-A34)

Documentation

24. The auditor shall include in the audit docuratiah®

(@) Issues identified with respect to compliancéhwelevant ethical requirements
and how they were resolved.

(b) Conclusions on compliance with independenceiirements that apply to the
audit engagement, and any relevant discussionsthgtiirm that support these
conclusions.

(c) Conclusions reached regarding the acceptanak cmtinuance of client
relationships and audit engagements.

(d) The nature and scope of, and conclusions regulfrom, consultations
undertaken during the course of the audit engageri®en Para. A35)

25. The engagement quality control reviewer shattudnent, for the audit engagement
reviewed, that:

(@) The procedures required by the firm’s policbes engagement quality control
review have been performed;

(b) The engagement quality control review has besmpleted on or before the
date of the auditor’s report; and

® ISA(NZ) 230, “Audit Documentation,” paragraph48, and paragraph A6.

10
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(c) The reviewer is not aware of any unresolvedtenstthat would cause the
reviewer to believe that the significant judgemethis engagement team made
and the conclusions they reached were not apptepria

*k*k

Application and Other Explanatory Material
System of Quality Control and Role of Engagement Bams (Ref: Para 2)

Al. Professional and Ethical Standard 3 (Amended)idwith the firm’s responsibilities
to establish and maintain its system of qualitytemnfor audit engagements. The
system of quality control includes policies andqadures that address each of the
following elements:

. Leadership responsibilities for quality within tfiem;

. Relevant ethical requirements;

. Acceptance and continuance of client relationships specific engagements;

. Human resources;

. Engagement performance; and

. Monitoring.
Professional and Ethical Standard 3 (Amendedjatas requirements which are at least as
demanding as its international equivalent, ISQQuality Control For Firms that Perform
Audits and Reviews of Financial Statements, anceiOfftssurance and Related Services
Engagementisas it addresses all the elements referred t8@C 1 and imposes obligations
on the firm that achieves the aims of the requir@seet out in ISQC 1.

Reliance on the Firm's System of Quality ConfRrelf: Para 4)

A2. Unless information provided by the firm or othearties suggests otherwise, the
engagement team may rely on the firm’s system afityucontrol in relation to, for
example:

. Competence of personnel through their recruitmadtfarmal training.

. Independence through the accumulation and commiuoncaof relevant
independence information.

. Maintenance of client relationships through acosa and continuance
systems.

. Adherence to applicable legal and regulatory respents through the
monitoring process.
Leadership Responsibilities for Quality on Audits(Ref: Para. 8)

A3. The actions of the engagement partner and appte messages to the other members
of the engagement team, in taking responsibilitytii@ overall quality on each audit
engagement, emphasise:

(@) The importance to audit quality of:

11
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(i) Performing work that complies with professioséindards and applicable
legal and regulatory requirements;

(i) Complying with the firm’'s quality control paties and procedures as
applicable;

(i) Issuing auditor’s reports that are appropeiat the circumstances; and

(iv) The engagement team’s ability to raise consemthout fear of reprisals;
and

(b) The fact that quality is essential in perforghaudit engagements.

Relevant Ethical Requirements
Compliance with Relevant Ethical RequiremeRts: Para. 9)

A4. Professional and Ethical Standard 1 (Revissetildishes the fundamental principles
of professional ethics, which include:

(@) Integrity;

(b) Objectivity;

(c) Professional competence and due care;
(d) Confidentiality; and

(e) Professional Behaviour.

Definition of “Firm,” “Network” and “Network Firm”(Ref: Para. 9-11)

A5. The definitions of “firm,” “network” or “netwdt firm” in relevant ethical
requirements may differ from those set out in th®A (NZ). For example,
Professional and Ethical Standard 1 (Revised) dsfthe “firm” as:

(@) A sole practitioner, partnership or corporation enmaking assurance

engagements;

(b) An entity that controls such parties, through owhgy, management or other
means; and

(c) An entity controlled by such parties, through ovaign, management or other
means.

Professional and Ethical Standard 1 (Revisddd provides guidance in relation to
the terms “network” and “network firm.”

In complying with the requirements in paragraph19the definitions used in the
relevant ethical requirements apply in so far aseisessary to interpret those ethical
requirements.

Threats to IndependengRef: Para. 11(c))

A6. The engagement partner may identify a threant®pendence regarding the audit
engagement that safeguards may not be able toneliendr reduce to an acceptable
level. In that case, as required by paragraph lil{e)engagement partner reports to
the relevant person(s) within the firm to determappropriate action, which may
include eliminating the activity or interest thaeates the threat, or withdrawing from

12
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the audit engagement, where withdrawal is possiloheler applicable law or
regulation.

Considerations Specific to Public Sector Entities

A7. Statutory measures may provide safeguardsHerindependence of public sector

auditors. However, public sector auditors or adigihs carrying out public sector

audits on behalf of the statutory auditor may, aelpgy on the terms of the mandate
in a particular jurisdiction, need to adapt theppwach in order to promote

compliance with the spirit of paragraph 11. Thisynmelude, where the public sector
auditor's mandate does not permit withdrawal frone tengagement, disclosure
through a public report, of circumstances that hangen that would, if they were in

the private sector, lead the auditor to withdraw.

Acceptance and Continuance of Client Relationshipsnd Audit EngagementgRef: Para. 12)

A8. Professional and Ethical Standard 3 (Amendeeéjuires the firm to obtain

information considered necessary in the circumssndefore accepting an
engagement with a new client, when deciding whetioercontinue an existing
engagement, and when considering acceptance off @mgagement with an existing
client” Information such as the following assists the eegaent partner in
determining whether the conclusions reached reggrdihe acceptance and
continuance of client relationships and audit eegagnts are appropriate:

. The integrity of the principal owners, key managetrend those charged with
governance of the entity;

. Whether the engagement team is competent to perioenraudit engagement
and has the necessary capabilities, including &éinteresources;

. Whether the firm and the engagement team can comjply relevant ethical
requirements; and

. Significant matters that have arisen during theresur or previous audit
engagement, and their implications for continuimg telationship.

Considerations Specific to Public Sector Entities: Para. 12-13)

A9. In the public sector, auditors may be appointedagtordance with statutory

procedures. Accordingly, certain of the requirerseartd considerations regarding the
acceptance and continuance of client relationsduglsaudit engagements as set out in
paragraphs 12, 13 and A8 may not be relevant. Mefexs, information gathered as a
result of the process described may be valuabpeibiic sector auditors in performing
risk assessments and in carrying out reportingoresipilities.

Assignment of Engagement Team®&ef: Para. 14)

A10. An engagement team includes a person usin@rég@ in a specialised area of

accounting or auditing, whether engaged or employgdthe firm, if any, who
performs audit procedures on the engagement. Howa\aeerson with such expertise
is not a member of the engagement team if thatop&rsnvolvement with the

7

Professional and Ethical Standard 3 (Amendedagvaph 27(a).

13
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engagement is only consultation. Consultationsaaldressed in paragraph 18, and
paragraphs A21-A22.

All. When considering the appropriate competencg eapabilities expected of the
engagement team as a whole, the engagement pamnetake into consideration
such matters as the team’s:

. Understanding of, and practical experience withlitaengagements of a similar
nature and complexity through appropriate trairang participation.

. Understanding of professional standards and legat@gulatory requirements.

. Technical expertise, including expertise with reletvinformation technology
and specialised areas of accounting or auditing.

. Knowledge of relevant industries in which the clieperates.
. Ability to apply professional judgement.
. Understanding of the firm’s quality control polisiand procedures.

Considerations Specific to Public Sector Entities

Al2. In the public sector, additional appropriatempetence may include skills that are
necessary to discharge the terms of the audit nb@mala particular jurisdiction. Such
competence may include an understanding of thecaibé reporting arrangements,
including reporting to Parliament or a local auttyoor other governing body or in
the public interest. The wider scope of a publct@eaudit may include, for example,
some aspects of performance auditing or a compsaherassessment of compliance
with law, regulation or other authority and prewvegt and detecting fraud and
corruption.

Engagement Performance

Direction, Supervision and Performan@ef: Para. 15 (a))

A13. Direction of the engagement team involvesnmiiog the members of the engagement
team of matters such as:

. Their responsibilities, including the need to coyplith relevant ethical
requirements, and to plan and perform an audit ptitifessional scepticism as
required by ISA (NZ) 208.

. Responsibilities of respective partners where ntlba@ one partner is involved
in the conduct of an audit engagement.

. The objectives of the work to be performed.

. The nature of the entity’s business.

. Risk-related issues.

. Problems that may arise.

. The detailed approach to the performance of thagement.

8 ISA (NZ) 200, “Overall Objectives of the Indepemd Auditor, and the Conduct of an Audit in Accarda
with International Standards on Auditing (New Zealy” paragraph 15.

14
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Discussion among members of the engagement teawsaless experienced team
members to raise questions with more experiencad t@embers so that appropriate
communication can occur within the engagement team.

Al4. Appropriate teamwork and training assist lesgperienced members of the
engagement team to clearly understand the objsatif/the assigned work.

A15. Supervision includes matters such as:
. Tracking the progress of the audit engagement.

. Considering the competence and capabilities ofviddal members of the
engagement team, including whether they have geifticime to carry out their
work, whether they understand their instructiomsl whether the work is being
carried out in accordance with the planned appréathe audit engagement.

. Addressing significant matters arising during theinengagement, considering
their significance and modifying the planned apploappropriately.

. Identifying matters for consultation or considesatiby more experienced
engagement team members during the audit engagement
Reviews
Review Responsibilitiegef: Para. 16)

Al16. Under Professional and Ethical Standard 3 (Adeel), the firm’s review
responsibility policies and procedures are deteechian the basis that work of less
experienced team members is reviewed by more eperil team membets.

Al7. Areview consists of consideration whether,dwample:

. The work has been performed in accordance withegeibnal standards and
applicable legal and regulatory requirements;

. Significant matters have been raised for furthersaderation;

. Appropriate consultations have taken place andrékalting conclusions have
been documented and implemented;

. There is a need to revise the nature, timing amehexf work performed;

. The work performed supports the conclusions reaciedl is appropriately
documented,

. The evidence obtained is sufficient and appropriatesupport the auditor’s
report; and

. The objectives of the engagement procedures haare dzhieved.

The Engagement Partner’s Review of Work Perfor(ret Para. 17)

A18. Timely reviews of the following by the engagamh partner at appropriate stages
during the engagement allow significant matter®e¢oresolved on a timely basis to
the engagement partner’s satisfaction on or beferelate of the auditor’s report:

®  Professional and Ethical Standard 3 (Amendedjagraph 33.
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. Critical areas of judgement, especially those mdato difficult or contentious
matters identified during the course of the engagggm

. Significant risks; and
. Other areas the engagement partner considers iamport

The engagement partner need not review all auditmentation, but may do so.
However, as required by ISA (NZ) 230, the partnecuiments the extent and timing
of the reviews?

A19. An engagement partner taking over an audiinduthe engagement may apply the
review procedures as described in paragraphs Al8view the work performed to
the date of a change in order to assume the reigildies of an engagement partner.

Considerations Relevant Where a Member of the Egrgagt Team with Expertise in a
Specialised Area of Accounting or Auditing Is Ugad: Para. 15-17)

A20. Where a member of the engagement team witleragp in a specialised area of
accounting or auditing is used, direction, supéovisand review of that engagement
team member’s work may include matters such as:

. Agreeing with that member the nature, scope andctibps of that member’s
work; and the respective roles of, and the natdirajng and extent of
communication between that member and other mendfetse engagement
team.

. Evaluating the adequacy of that member’s work idiclg the relevance and
reasonableness of that member’s findings or comeigsand their consistency
with other audit evidence.

Consultation(Ref: Para. 18)

A21. Effective consultation on significant technjcathical, and other matters within the
firm or, where applicable, outside the firm canalslieved when those consulted:

. Are given all the relevant facts that will enaliiern to provide informed advice;
and

. Have appropriate knowledge, seniority and expegenc

A22. It may be appropriate for the engagement téantonsult outside the firm, for
example, where the firm lacks appropriate intern@dources. They may take
advantage of advisory services provided by othendj professional and regulatory
bodies, or commercial organisations that provideveant quality control services.

Engagement Quality Control Review

Completion of the Engagement Quality Control Revimiore Dating of the Auditor’s
Report(Ref: Para. 19(c))

A23. ISA (NZ) 700 requires the auditor’s reportlie dated no earlier than the date on
which the auditor has obtained sufficient apprdprievidence on which to base the
auditor’s opinion on the financial statemehtdn cases of an audit of financial
statements of FMC reporting entities or when aragegient meets the criteria for an

10 ISA (N2) 230, “Audit Documentation,” paragraph 9(c
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engagement quality control review, such a reviesisés the auditor in determining
whether sufficient appropriate evidence has beéairadd.

Conducting the engagement quality controleevin a timely manner at appropriate
stages during the engagement allows significantarsato be promptly resolved to
the engagement quality control reviewer’s satigf@con or before the date of the
auditor’s report.

Completion of the engagement quality contealiew means the completion by the
engagement quality control reviewer of the requerts in paragraphs 20 — 21, and
where applicable, compliance with paragraph 22.ubwentation of the engagement
guality control review may be completed after tladedof the auditor’s report as part
of the assembly of the final audit file. ISA (NZB@ establishes requirements and
provides guidance in this regard.

Nature, Extent and Timing of Engagement Quality {@mrReview(Ref: Para. 20)

A26.

A27.

Remaining alert for changes in circumstanckswa the engagement partner to
identify situations in which an engagement quatiytrol review is necessary, even
though at the start of the engagement, such awevaes not required.

The extent of the engagement quality conggiew may depend, among other things,
on the complexity of the audit engagement, whetherentity is a FMC reporting
entity, and the risk that the auditor’s report nmighot be appropriate in the
circumstances. The performance of an engagemetityqoantrol review does not
reduce the responsibilities of the engagement eafar the audit engagement and its
performance.

Engagement Quality Control Review of FMC Reportigities(Ref: Para. 21)

A28.

Other matters relevant to evaluating the d$iggmt judgements made by the
engagement team that may be considered in an emgageuality control review of
a FMC reporting entity include:

. Significant risks identified during the engagemeint accordance with
ISA (NZ) 315 (Revised}?® and the responses to those risks in accordante wit
ISA (NZ) 330 including the engagement team’s assessment offesmbnse
to, the risk of fraud in accordance with ISA (NZ)®2°

. Judgements made, particularly with respect to naditgrand significant risks.

. The significance and disposition of corrected amdourected misstatements
identified during the audit.

. The matters to be communicated to management aosk ticharged with
governance and, where applicable, other partids asicegulatory bodies.

11

12

13

14

15

ISA (NZ) 700, “Forming an Opinion and Reporting Binancial Statements,” paragraph 41.
ISA (NZ) 230, paragraphs 14-16.

ISA (NZ) 315 (Revised), “Identifying and Assegsinthe Risks of Material Misstatement through
Understanding the Entity and Its Environment.”

ISA (NZ) 330, “The Auditor's Responses to AssesBésks.”
ISA (NZ) 240, “The Auditor’s Responsibilities Reihg to Fraud in an Audit of Financial Stateménts.
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These other matters, depending on the circumstamecayg also be applicable for
engagement quality control reviews for audits péficial statements of other entities.

Considerations Specific to Smaller Entit(esf: Para. 20-21)
A29. In addition to the audits of financial staterse of FMC reporting entities, an

engagement quality control review is required fadiaengagements that meet the
criteria established by the firm that subjects gegaents to an engagement quality
control review. In some cases, none of the firmigdibengagements may meet the
criteria that would subject them to such a review.

Considerations Specific to Public Sector Entities: Para. 20-21)
A30. In the public sector, a statutorily appointadlitor (for example, an Auditor General,

A31.

or other suitably qualified person appointed onabfebf the Auditor General), may
act in a role equivalent to that of engagementngarnith overall responsibility for

public sector audits. In such circumstances, wiagglicable, the selection of the
engagement quality control reviewer includes cosrsiion of the need for

independence from the audited entity and the glafithe engagement quality control
reviewer to provide an objective evaluation.

FMC reporting entities as referred to in paapis 21 and A28 are not common in the
public sector. However, there may be other pulicta entities that are significant
due to size, complexity or public interest aspeats] which consequently have a
wide range of stakeholders. Examples include stateed enterprises and public
utilities. Ongoing transformations within the pubector may also give rise to new
types of significant entities. There are no fixeldjeative criteria on which the
determination of significance is based. Nonethelpsblic sector auditors evaluate
which entities may be of sufficient significance tearrant performance of an
engagement quality control review.

Monitoring (Ref: Para. 23)

A32.

A33.

A34.

Professional and Ethical Standard 3 (Amendedjuires the firm to establish a
monitoring process designed to provide it with oeadle assurance that the policies
and procedures relating to the system of qualitytrod are relevant, adequate and
operating effectively®

In considering deficiencies that may affec¢ #udit engagement, the engagement
partner may have regard to measures the firm tootedtify the situation that the
engagement partner considers are sufficient icdinéext of that audit.

A deficiency in the firm’s system of qualitpmtrol does not necessarily indicate that a
particular audit engagement was not performed icom@ance with professional
standards and applicable legal and regulatory reougnts, or that the auditor’s report
was not appropriate.

16

Professional and Ethical Standard 3 (Amendedagraph 48.
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Documentation
Documentation of ConsultationRef: Para. 24(d))

A35. Documentation of consultations with other pssionals that involve difficult or
contentious matters that is sufficiently completed adetailed contributes to an
understanding of:

. The issue on which consultation was sought; and

. The results of the consultation, including any diecis taken, the basis for those
decisions and how they were implemented.
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ACCOMPANYING ATTACHMENT: CONFORMITY TO THE INTERNAT IONAL
STANDARDS ON AUDITING

This conformity statement accompanies but is ndtgddSA (NZ) 220.
Conformity with International Standards on Auditing

This International Standard on Auditing (New Zedalp(iSA (NZ)) conforms to International
Standard on Auditing ISA 22Quality Control for an Audit of a Financial Statensg issued
by the International Auditing and Assurance Stadsi&oard (IAASB), an independent
standard-setting board of the International Federaif Accountants (IFAC).

Paragraphs that have been added to this ISA (Nid) da not appear in the text of the
equivalent ISA) are identified with the prefix “NZ”

The following requirement is expanded from ISA 22@jch is also expanded in ASA 220:

. For audits of financial reports of FMC reportingtiBes, and those other audit
engagements, if any, for which the firm has deteedithat an engagement quality
control review is required, the engagement qualdgtrol reviewer, on performing an
engagement quality control review, shall also adasthe following:

¢ The engagement team’s evaluation of the firm&ependence in relation to the
audit engagement;

¢ Whether appropriate consultation has taken place matters involving
differences of opinion or other difficult or contemus matters, and the
conclusions arising from those consultations; and

. Whether audit documentation selected for reviefhects the work performed in
relation to the significant judgements made angeup the conclusions reached.
(Ref: Para. NZ 21.1)

This ISA (NZ) incorporates terminology and defiaits used in New Zealand. References to
listed entities have been broadened to refer to FéfOrting entities in New Zealand.

Compliance with this ISA (NZ) enables compliancémBA 220.

Comparison with Australian Auditing Standards

In Australia the Australian Auditing and AssurarS&andards Board (AUASB) has issued
Australian Auditing Standard ASA 22Quality Control for an Audit of a Financial Report
and Other Historical Financial Information

ASA 220 conforms to ISA 220.

The equivalent requirements and related applicadimh other explanatory material included
in ISA 220 in respect of “relevant ethical requients”, have been included in another
Auditing Standard, ASA 102 Compliance with Ethidaequirements when Performing
Audits, Reviews and Other Assurance EngagementseTis no international equivalent to
ASA 102.
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