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1. PRINCIPLES OF QUALITY CONTROL 

The Rulebook on the manner and procedures for quality control of the certified auditors, audit firms 

and certified auditors – sole proprietors (hereinafter: the Rulebook) defines the general principles and 

procedures for quality control review. 

 

2. IMPLEMENTATION OF THE 2012 PROGRAMME 

 

In 2012 and 2013 the quality assurance review was implemented in accordance with the 2012 Annual 

Plan for Quality Control, adopted by the Commission for quality control of audit services 

(hereinafter: the Commission). 

The selection of the audit firms and certified auditors - sole proprietors for quality control was made 

in accordance with objective criteria and risk analysis. The Preliminary Data Questionnaire (PDQ) 

and the Annual Activity Report (AAR), submitted by all audit firms and certified auditors - sole 

proprietors, provide for a risk-based selection. 

All audit firms and certified auditors - sole proprietors have timely submitted the Preliminary Data 

Questionnaire (PDQ) and the Annual Activity Report (AAR).   

The 2012 Annual Plan was implemented in the period September 2012 – February 2013. 

Selected were in total 17 audit firms.  

The plan was prepared in accordance with the expectation for finalizing the procedure for 

employment of another quality control reviewer during 2012. The second quality control reviewer has 

enrolled during February 2013. 

The quality control review was performed within 16 audit firms. For 12 audit firms this was second 

quality control review. 

The following were taken in consideration in the selection of audit firms for quality control review: 

the total number of engagements, the audited public interest entities, the last quality control review 

performed and the results thereon, the analysis of indicators calculated based on the fee and the spent 

hours, the information on the quality control system provided with the Preliminary Data 

Questionnaire in addition to the information provided in the Annual Activity Questionnaire, and other 

quality indicators, such as, published audit reports.  

The selection of the audit engagements was carried out in compliance with the relevant requirements 

under the Rulebook for the sample selection. For each audit firm selected for quality control review 

the sample was consisted of 2 to maximum 3 audit engagements by including all certified auditors 

responsible for the audit engagements and for the auditor’s report that is issued on behalf of the audit 

firm, giving priority to the audit engagements of public interest entities and the engagements with a 

modified audit opinion. 

 

 

3. RESULTS OF THE CONTROLS 

 

The quality control policies and procedures on a firm level, in general are documented in a form of 

Rulebook on quality control. The quality control policies and procedures of the firms are in 

compliance with the requirements of the International Standard on Quality Control 1 (ISQC 1).  
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The most frequent deficiencies identified with regard to system of quality control that required 

remedial action and improvements, are the following: 

 Set out criteria against which all audit engagements shall be evaluated to determine whether 

an engagement quality control review (EQCR) should be performed, and to define the form 

and content of documentation evidencing the EQCR.  

 Establish monitoring procedures designed to provide a reasonable assurance that the policies 

and procedures relating to the system of quality control are relevant, adequate, and operating 

effectively. 

 Prepare, based on the audit firm’s size and activities, documented audit methodology and 

manual on internal procedures or similar internal act describing the scope of the firm’s 

activities, organizational structure and job descriptions.   

 Ensure compliance with the requirement for continued professional education for all levels 

of firm personnel. 

 Establish and maintain the process of performance evaluation of the firm’s personnel.  

 Obtain from all firm personnel an annual written confirmation of compliance with firm’s 

policies and procedures on independence and with the Code of ethics.  

 Include in the engagement letter (or in other form of written agreement), as its standard 

elements, the responsibility of the auditor and the management, and the identification of the 

applicable financial reporting framework for the preparation of financial statement.  

 Establish consistent manner of maintaining audit file documentation and ensure regular up-

date for the information for continuing engagements. Most of the audit firms are required to 

maintain one standalone audit file including all audit documentation.  

 To set out specific time limits by which the assembly of final engagement files is to be 

completed in addition to establishing procedure for audit file archiving. 

General conclusions based on the inspection of the selected engagements: 

The procedures for acceptance and continuance of client relationship and the firm’s relevant ethical 

requirements are followed on a consistent manner.  

In general, the timeframe for each engagement is planned, although the firms do not calculate the 

budget and charge-out rate. Audit firms are required to establish and maintain a system to keep track 

of time spent on the audit engagement and explain, where necessary, the difference between the 

planned and spent hours per each engagement. 

In general the audit firms do not comply with the requirement to communicate with the predecessor 

auditor.  

There is a deviation from the risk based audit approach, although there are improvements with regard 

to the preliminary risk consideration by using standardized templates with pre-determinate risk 

factors. There is no link between the risk consideration and further audit procedures (planned nature, 

timing and extent of the audit procedures).  

The materiality concept is not always used in the phase of performing the audit and in evaluating the 

effect of identified misstatements, if any. 

The auditor in general prepares an audit strategy. Part of the audit firm use standardized audit 

programs, while the others do not go into the process to formally plan and design the audit 
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procedures. It was recommended the audit plan to be tailored to the audit engagement specificities, 

and in the case of changes in the planned nature, timing and extent of the audit procedures, the 

reasons for such changes to be documented.  

The process of inspection on engagement level identified material balances of accounts or assertions 

where no documented evidence existed to support substantive audit procedures performed, as well as 

evidence to support procedures for the overall assessment of the presentation of the financial 

statements in compliance with the applicable financial reporting framework. Such deviations had 

main impact on the summary conclusion based on the quality control review. Audit firms are 

required to assess the sufficiency and appropriateness of the audit evidence. 

Audit firms are required to establish and maintain procedures for the timing and extent of the review 

of the audit work. 

The process of inspection on engagement level identified audit engagements with modified opinion 

where audit firms are required to follow the requirements of ISA 705 for to the quantification of the 

financial effect of the qualification.  

The responsibility to addresses other reporting responsibilities in the auditor’s report based on the 

Audit Law is not followed on every engagement consistently.  

The extent of compliance with ISA 230 influenced the overall conclusion based on quality control 

review with regard to the following: 

 Whether audit documentation is sufficient to understand the nature, timing and extent of the 

audit procedures performed for compliance with the ISA’s and applicable legal and 

regulatory requirements, the results based on the audit procedures and the audit evidence 

obtained, significant matters arising during the audit and the conclusions reached thereon, 

and significant professional judgments made in reaching those conclusions;   

 Documentation to support key elements of understanding of the entity and the entity’s 

internal control system, as well as for results and conclusions from the risk assessment 

procedures, if any; 

 Documented criteria for sample selection; 

 Keeping track for the communication of significant issues arisen from audit procedures with 

those charged with governance; 

 Documented audit procedures to support completion phase of the audit; 

 Consistent referencing and cross-referencing of the audit working-papers. 

Compared with previous quality control review, improvement has been remarked in broader usage of 

the standardized templates in form of questionnaires, working documents and standardized forms of 

audit programs on account balances level.  

 

 

4. MAIN RECOMMENDATIONS 

 

The recommendations were in general with high priority for the purpose to assure the compliance 

with the professional standards and regulatory requirements. The overall conclusion based on results 

from quality control review also considered the fact whether the recommendations in major part are 

repeated when compared to the previous quality control reviews. The final deadline for the 
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recommendation with such priority was defined to be September 30
th
, 2013, in order to ensure the 

necessary improvements before the next cycle of quality control review.  

 
Recommendations to the Education Commission 

In addition to the annual programme of continuing professional development of certified auditors 

organized by the Institute, during November 2012, an education seminar for practical application of 

the ISAs was conducted in duration of 40 hours. It was conducted in cooperation with the French 

institute of certified auditors. The education seminar was highly appreciated by the participants. 

Since the seminar was designed to embrace a small group of practitioners it was recommended to the 

Education Commission to consider the possibility to repeat the seminar, or to organize trainings 

covering specific ISA’s requirements and their practical application.  

 

5. FOLLOW-UP MONITORING OF RECOMMENDATIONS 

For 12 audit firms this was second quality control review.  

Audit firms on a timely basis were required to submit up-dated information for the status of the 

recommendations given as a result of the quality control reviews performed. 

         

Gordana Nikushevska 

        President of the Commission for  

Quality control of audit services 


