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A public-interest entity (PIE) is defined by the
Companies Act 2014 as an entity that:

- has transferable securities admitted to
trading on a regulated market of any
member state;

- is a credit institution; or

- is an insurance undertaking.

Audit reform legislation! imposes requirements
on PIEs, on audit firms that carry out statutory
audits of PIEs (PIE audit firms), as well as on
national competent authorities.

The Irish Auditing and Accounting Supervisory
Authority (IAASA) is required to carry out direct
inspection of PIE audit firms in a manner that
is independent of the inspected PIE audit firm.
IAASA is required to include the main
conclusions and recommendations of the
quality assurance review in a report. IAASA’s
recommendations must be implemented by the
PIE audit firm within 12 months of the report
being issued.

Each year, IAASA publishes a public report on
the quality assurance review of each PIE audit
firm.

More information in relation to IAASA’s
functions can be found on our website.

1 Audit reform legislation requires the designation of a
competent authority in each member state. Audit reform
legislation comprises EU Regulation 537/2014 and
Directive 2006/43/EC of the European Parliament and of
the Council of 17 May 2006 [OJ No. L 157, 9.6.2006,
p.87] on statutory audits of annual accounts and
consolidated accounts, amending Council Directives

Purpose of this guide

This guide aims to assist readers in
understanding IAASA’s reports on the quality
assurance review of PIE audit firms.

The guide sets out what users can expect from
the quality assurance review reports and
explains how the quality assurance review
process drives the form and content of the
reports on each quality assurance review.

Appendix 1 to this guide includes FAQs and
useful links

Appendix 2 to this guide sets out an outline of
quality assurance review reports.

Should you have any further queries, please

contact us at info@iaasa.ie

78/660/EEC and 83/349/EEC and repealing Council
Directive 84/253/EEC, as amended by Directive
2014/56/EU of the European Parliament and of the
Council of 16 April 2014 [OJ No. L 158, 27.5.2014, p.196]
amending Directive 2006/43/EC on statutory audits of
annual accounts and consolidated accounts. The
Directive is transposed into Irish law in the Companies Act
2014.
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Information set out in a public quality assurance review report

AREA INFORMATION INCLUDED

Scope of the quality The quality assurance review report identifies:
assurance review

- the areas of the firm’s system of quality management that IAASA
reviewed

- the number of audits of PIEs inspected

- the audit areas inspected within this sample

Overview of findings The quality assurance review report summarises:
- 1AASA’s findings on the firm’s system of quality management

- The grades assigned by IAASA to the audits inspected

Results of the quality The quality assurance review report summarises:
assurance review
- the procedures performed by IAASA and the overall results
relating to the firm’s system of quality management

- the background and issue in relation to IAASA’s
recommendations on the firm’s system of quality management

- the rating, showing the significance of each of IAASA’s
recommendations on the firm’s system of quality management

- the audit areas reviewed for each audit of a PIE inspected by
IAASA

- the grade assigned by IAASA to each audit of a PIE inspected

- key recommendations arising from the inspection of audits of

PIEs
Results of follow up The quality assurance review report discloses whether the firm has
procedures appropriately implemented IAASA’s prior recommendations.
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Information that is not set out in a public quality assurance review report

Information on the following matters is not presented in the public quality assurance review report of a
PIE audit firm:

- positive aspects of the PIE audit firm’s system of quality management or the quality of an
audit

- quality of any audit not inspected
- names of audits of PIEs inspected.

- quality of the audits of non-PIEs, except insofar as they may be affected by the PIE audit
firm’s overall quality management system

- non-audit business of the inspected PIE audit firm except insofar as it might be affected by
the PIE audit firm’s overall quality management system, or

- any firm/network affiliated with the inspected PIE audit firm.
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Purpose of a quality assurance
review

The purpose of a quality assurance review is
to assess the effectiveness of the PIE audit
firm’s system of quality management.

A quality assurance review:

- assesses the design of the Firm’s
system of quality management

- performs compliance testing around
the implementation of the Firm’s
procedures

- evaluates the quality of a sample of
audits of public-interest entities (PIES)

Design of a quality assurance
review

The assessment of the design of the system of
quality management of the PIE audit firm
involves inspection of the PIE audit firm’s
policies and procedures across 8 component
areas:

- risk assessment process
- governance and leadership
- relevant ethical requirements

- acceptance and continuance of client
relationships and specific
engagementsengagement
performance

- resources
- information and communication
- monitoring and remediation process
In 2023, IAASA inspected the implementation

of the International Standard on Quality
Management (Ireland) 1 (ISQM 1) which was

effective for the first time during this inspection
period. ISQM 1 requires audit firms to design a
system of quality management that is tailored
to the nature and circumstances of the firm
and engagements it performs. Firms are also
required to monitor their own quality
management system in order to ensure timely
and effective remediation takes place, if and
when required.

Assessing the design of the Firm’s system of
guality management involves evaluating the
guality objectives, quality risks and related
responses identified by the Firm and reviewing
the Firm’s policies and procedures and their
impact, if any, on audit quality. Compliance
testing involves testing of the operating
effectiveness of selected responses and
assessing the Firm’s monitoring of the
responses at a component level. The quality
assurance review is not designed to identify all
weaknesses, which may exist in the design
and implementation of a PIE audit firm’s
policies and procedures.

Inspection of audits of PIEs

Each year, IAASA selects a sample of audits
of PIEs using a risk based approach.

The sample size selected for each firm is
driven by factors, such as the number of PIEs
audited by a firm, the results of previous
inspections relating to the firm, any significant
changes in a firm’s market share or type of PIE
audited by the firm.

IAASA then uses a risk selection model, the
model applies many factors and weights the
factors where appropriate. These factors
include:

- PIE type
- PIE size

- investment size

- facts which come to the attention of
IAASA relating to an EU PIE such as
public announcements by the
company or matters on public record
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- audit fees, non-audit fees, year on
year changes in audit fees

- the PIE audit firm’s experience of
auditing the specific PIE type.

Further to this, in selecting a sample of audits
of PIEs for inspection, IAASA may consider
factors that are not within the risk selection
model, such as media coverage, complaints,
and/or other information, for example matters
identified by IAASA’s financial reporting
supervision unit.

The risk based approach allows for audits with
particular complexities to be selected, as well
as audits of varying sizes IAASA selects audits
of PIEs that have been assessed as higher
risk. The samples chosen by IAASA are,
therefore, not representative of the population.

For each audit selected, IAASA evaluates the
sufficiency and quality of audit evidence
across a number of selected audit areas. The
audit areas reviewed are selected at the
discretion of IAASA, taking into consideration
specific risks pertaining to the PIE as well as
other areas of focus for IAASA.

Rating and grading policy
Policy overview

The quality assurance reports highlight only
areas of non-compliance. Ratings and grades
seek to provide readers with further insight into
IAASA’s view on the significance of the issues
noted in the report.

Findings in relation to the effectiveness of the
design or implementation of a firm’s quality
management system have their significance
indicated by way of a red-amber-yellow (RAY)
system. Each of the PIE audits inspected as
part of the quality assurance review is
assigned a grade.

The purpose of the ratings and grades are to
give context to findings identified by IAASA,
which, individually, may be open to varying
interpretations by a reader.

IAASA’s system of rating and grades is
IAASA’s alone and should not be compared to
any other system of rating or grade inspections
of individual audits or PIE audit firms.

IAASA: Guide to IAASA’s reports on the quality assurance review of public-interest entity audit firms
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Findings on a PIE audit firm’s system of
guality management

Findings arising in relation to the effectiveness
of the design or implementation of a PIE audit
firm’s quality management system have their
significance indicated as follows:

@ Red indicates that a finding is a significant
deficiency?. Failure to implement a
recommendation and/or remediation set out in
a prior finding in relation to a firm’s system of
guality management, or, in relation to a matter
arising from a PIE inspection is also likely to
be assigned a red grading.

Amber indicates that an improvement is
required. This is a less than significant failure
to:

- meet the requirements of the
ethical standards, International
Standard on Quality Management
(Ireland) 1 (ISQM 1) and
International Standard on Quality
Management (Ireland) 2 (ISQM 2);
or

- apply a firm’s processes or
procedures.

“Yellow” indicates that a finding is a minor
deficiency. This is:

- aminor failure in the application of
a firm’s procedures or processes;
or

- alow level deficiency that has the
potential to develop into a
significant or less than significant
failure to meet the requirements of
the ethical standards, ISQM 1 and
ISQM 2.

2 A significant deficiency is a significant failure to meet the
requirements of the ethical standards or ISQM 1 or ISQM 2; or, a
pervasive failure to apply a firm’s processes or procedures where
there is more than a remote likelihood that the deficiency could
affect the firm's independence or the quality of audits performed by
the firm.

3 For audits of PIEs, four key factors will be considered in
assessing ‘significance’ of findings, these are as follows: the

Grades assigned to audits of PIEs

Each of the audits of PIEs inspected as part of
the quality assurance review is assigned a
grade.

A 1 grade is a good audit with no concerns
regarding the sufficiency and quality of
audit evidence or the appropriateness of
significant audit judgements in the areas
reviewed. Any concerns are very limited in
their implications (both individually and
collectively).

A 2 grade is an audit that requires limited
improvements. There are only limited
concerns regarding the sufficiency or
quality of audit evidence or the
appropriateness of significant audit
judgements in the areas reviewed.
Although there may be some concerns,
their implications (both individually and
collectively) are limited.

A 3 grade is an audit that requires
improvements. There are some concerns,
assessed as less than significant®,
regarding the sufficiency or quality of audit
evidence or the appropriateness of
significant audit judgements in the areas
reviewed. Although there may be
concerns, their implications (both
individually and collectively) are less than
significant.

A 4 grade is an audit that requires
significant improvements. There are
significant concerns regarding the
sufficiency or quality of audit evidence or
the appropriateness of significant audit
judgements in the areas reviewed. There
may be concerns in other areas, with
implications that are individually or
collectively significant.

materiality of the area or matter concerned; the extent of any
concerns regarding the sufficiency or quality of audit evidence (e.g.
whether they relate to specific elements of the audit evidence only
or are more pervasive to the overall sufficiency or quality of audit
evidence in the areas concerned); whether appropriate
professional scepticism appears to have been exercised in forming
audit judgements; and the extent of any non-compliance with
standards or the firm’s methodology identified.

IAASA: Guide to IAASA’s reports on the quality assurance review of public-interest entity audit firms



Content

Each year, IAASA issues a report on the
guality assurance review of each PIE audit
firm. The purpose of the quality assurance
review is to assess the effectiveness of the
PIE audit firm’s system of quality
management. The purpose of the report is to
communicate the deficiencies identified
through the quality assurance review and the
recommendations arising.

The report on the quality assurance review
includes:

- a brief overview of the PIE audit firm

- an explanation of the quality assurance
review process

- an explanation of the scope of IAASA’s
quality assurance review

- an overview of IAASA’s findings

- the results of the quality assurance
review, including findings and
recommendations on the firm’s system
of quality management and a summary
of audits of PIEs expected

- the results of follow-up procedures

Findings in relation to the firm’s
system of quality management

Each report sets out the detail of IAASA’s
findings on the PIE audit firm’s system of
guality management. The report explains the
background to each finding and the issue
identified by IAASA, only including information
that is relevant to the reader’s understanding
of the issue. The report also explains IAASA’s
recommendations for each finding on the firm’s
system of quality management, the
recommendations set out how IAASA expects

the firm to remediate deficiencies and/or
implement improvements going forward.

Summary of audits of PIEs
inspected

Each report sets out the areas reviewed and
grade assigned to each PIE audit (if any)
inspected as part of the quality assurance
review. Key recommendations to the firm in
relation to audits of PIEs are also summarised
within each report.

Information specific to audits of PIEs inspected
is not disclosed in the reports. This information
is not disclosed to ensure that the individual
PIE cannot be identified. IAASA issues
separate reports to each firm in respect of
each audit inspected. These separate reports
detail the findings and IAASA’s detailed
recommendations for remediation of
deficiencies and/or improvements.

Limitations

The report on the quality assurance review is
designed to communicate:

- deficiencies in audit quality

- defects or potential defects in the PIE
audit firm’s system of quality
management that relate to audit
quality

Accordingly, the reports on quality assurance
reviews are not intended to serve as balanced
scorecards or overall rating tools. Further, the
report should not be construed as an indication
that IAASA has identified all the weaknesses
which may exist in the PIE audit firm’s policies
and procedures or in the implementation of
those policies and procedures.

Where an inspection of an audit of a PIE
identifies an area where the PIE audit firm did
not obtain sufficient audit evidence, this does
not necessarily indicate that the audit opinion
is inappropriate or that the financial statements
are misstated. It would be inappropriate for the
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reader to infer that the issues found on one
inspected PIE audit would have also been
identified by IAASA on any other audits of
PIEs performed by the firm. It would also be
inappropriate for the reader to infer that any
issues identified in any given quality assurance
review report are replicated in other audit files
which have not been inspected by IAASA.

IAASA: Guide to IAASA’s reports on the quality assurance review of public-interest entity audit firms
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Why does IAASA publish
reports?

IAASA’s mission includes the promotion of
high quality auditing. IAASA believes that
transparency in relation to the findings of
inspections carried out is vital information for
the market. This transparency allows
interested parties to identify areas where audit
quality can be improved and provides the
market with confidence that any issues are
being appropriately remediated and
addressed.

Why does IAASA not publish
individual reports/identify
audited entities?

The existence of an audit inspection finding
does not indicate that there is an issue with the
financial statements being audited.
Conversely, an audit inspection which does
not result in any findings does not indicate that
the financial statements comply with the
relevant reporting framework. IAASA,
consistent with other regulators, does not
identify the entity being audited to avoid any
risk of misinterpretation.

What do | do if | have a concern
about an audit?

If you suspect that an audit of a PIE does not
comply with the requirements of auditing
standards and other regulations, please make
a complaint in writing to IAASA,

4 www.iaasa.ie/FAQs/Complaints

Enforcement Unit, Willow House, Naas,
Kildare or info@iaasa.ie.

If you suspect that an audit of a non-PIE does
not comply with the requirements of auditing

standards or other regulations, please contact
the relevant Recognised Accountancy Body.*

IAASA may review compliance
with a PIE audit firm’s own
policies and procedures. Where a
PIE audit firm has a policy, which
Is stricter than
standards/legislation, does
IAASA raise findings where a PIE
audit firm’s policy is not
complied with but the
requirements of the standards/
legislation have been?

IAASA may raise a finding where a PIE audit
firm policy has been breached, even if the
requirements of standards and legislation have
not been breached. As set out in Article 260f
EU Regulation 537, an inspection both
assesses the design of the internal control
system and tests compliance with that control
system. In instances where the PIE audit firm
policy has been breached and the matter
remains compliant with standards/legislation,
this will be noted in the report and will be
considered in the rating process.

The following links provide additional
information in relation to the inspection
process:

FAQs on the inspection process including
IAASA’s powers of inspection
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Appendix 2 — Outline report on quality assurance reviews
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A guide to assist resders in understanding LAASA's reports on qualty assurance reviews of audit
firms is available here.

The guide sets out what users can expect from the quality assurance review report |t also explains
now IAASA's quality assurance review process drives the form and content of thase reports.

The purpese of a quality assurance review is to assess the efectiveness of the Fimm's system of
quality management

A quality assurance review:

- assesses the dasign of the Firm's systam of quality management
«  performs compliznce testing around the implementation of the Fim's procedures
o eusluates the quality of a sample of aucits of public-interest eniities (PIEs)

Note that a quality assurance review is not designed to identfy all weaknesses that may exist in the
Firm's system of quality management.

In 2023, LAASA inspected the implementation of the Intemational Standard on Quality Management
{Ireland) 1 {ISQM 1) which was effactive for the first time during this inspection period. 13CM 1
requies audi firms to design a system of quality management that is tailored to the nature and

of the firm and it performs. Firms are also required to monitor their own
quality mansgement system ia prdecia ensure imely and effective remediation takes plsce, i and
when requirsd.

Assessing the design of the Firni's system of quality management involves evaluating the quality
abjectives, quality risks and related responses identified by the Firm and reviewing the Firm's policies
and procedures and their impact, if any. on audit quality. Gompliance testing involves testing of the
aperating effzctivaness of selected rasponses and assassing the Fim's monitoring of the responses
across component areas.

The Authority selects the sample of audits of FIEs using & risk based approach. A risk bassd
approach aliows for audits with paricular complesitiss to be selected, 2 well a5 audits of varying
sizes. As the sample of audits of PIEs is not a representative sample, results cannot be extrapolated
to make inferences about audits that have not been selected. In evaluating the quality of an audit of a
FIE. the Authority considers the sufficiency and quality of sudit evidence scross a.nwpber of select=d
audit areas.

The Firm's policies and procedures

The assessment of the Firm's system of quality management is parformed across & companent areas
on a thras-year cyclical basis. In 2023, the quality assurance review assessed the design of the
system of quality management in XX component areas:

+  component sreas

For each of the four compenent areas assessed, the Authority evaluated the quality objectives, quality
risks and refated responses designed by the Firm, including the related policies and procedures.

Audits of public-interest entities
In 2023, the Authority selectad a sample of X audits of PIES

For each audit selected, the Authority evalusted the quality of the communications with those charged
viith govemance. the review of financial statements, the engagement quality control reviewsr and the
sudit procadures performed in relstion to related parties and subsequent svents.

For each audit selzcted, the Authority also evaluated the quality of audit evidence across additional
sudit areas. The addilional audit areas were selectsd at the discretion of the Authority, taking info
consideration the specific risks partaining to the audit as well 35 other arsas of focus for the Authority.

There washwere x finding/s with a related racommendstion identified in the areas reviewad in relation
to the effectveness of the design or implementation of the Firm's system of quality management

The Authority assigned a grade of 1 (gacd audit) to [x] audits of FIEs, a grade of 2 (imited
improvements required) to [x] sudit of s PIE and 5 grade of 2 (improvements required) to ] audifs] of
[a] PIE]

The resuits of the quality assurance review are set out in detail in the ne:t section of this report
A description of ratings and gradss is 521 outin the appendix 1o this report.

The Firm must implement each rezammendation rised by the Autharity within 12 months of the datz
of the recommendstion. The Authority follows up to ensure each recommendation is implemented

Whers the Firm fails to implement the within the 12 month timeframe,
the Authority will refer the matter to its Enfarcement Unit.

IAASA: Guide to IAASA’s reports on the quality assurance review of public-interest entity audit firms
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Overview of areas

Component  Descrigtion of assessment performed..
area #
The Authority noted that ..... Full details of this finding and recommendation
are set out below. (Finding [x]) / The Authority has no findings or
recommendations to report in this area.]

Component  Description of assessment performed
area #2
The Authority noted that ... Full details of this finding and recommendation
are set out below. (Finding [x]) { The Authority has no findings or
recommendations to report in this area.]

Component  Description of assessment performed
area#l
The Authority noted that ..... Full details of this finding and recommendation
are set out below. (Finding [<]) { The Authority has no findings or
recommendations to report in this area.

Component  Descrigtion of assessment performed...
a4

The Authority noted that ..... Full details of this finding and recommendation
are set out below. (Finding [x]) ! The Authority has no findings or
recommendations to report in this area]



Findings and recommendations on the Firm's system of quality management

Area and
significance
rating
[Area]
Finding 1

@ Red

@ Amber

Yellow

[Area]
Finding 2
@ Red
& Amber

Yellow

[Area]

IAASA: Guide to IAASA’s reports on the quality assurance review of public-interest entity audit firms

Background Issue

The Authority has no findings with related recommendations to report in this area.

Summary of audits of PIEs inspected

Assigned Awdif areas reviewed

grade®
Audit one : [areas reviewed]
Audit two .
Audit three .
Audit four .

Key recommendations arising from the inspection of audits of PIEs

This table s=ts out the key recommendations for the Firm arising from the inspection of audits of FIEs.
These are recommendations deemed by the Authority 1o be key to an individual inspection or which
were recurring across inspections. Mot all recommendations apply to all sudits of PIEs inspected and
not all recommendations issued are included in this table.

Audit area Recommendation

[Area] *match description
shove

Results of follow up procedures

The Firm is. tequipsd to implement the Authority's recommendations within 12 menths. The Autharity is
satisfied that all recommendations made to the Firm in 2022 were appropoately jmplemented in 2023.
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The purpose of the quality assurance revisw is to assess the efiectiveness of the Fim's system of
quality management. The purposs of this repart is to communicats any deficiencies identified through
the quality assurance review and the recommendations arising

This report is not intended to serve as 3 balanced scorecard or a5 an overal rating tool. Although this
report on the quality assurance review may comment positively on crtsin items, it is not designad to
give a balanced analysis of all areas of the Firm.

Where an inspection of an audit of a PIE idenifies an area where the Firm did not obtain suffcient
sudit evidence. this does not nesessarily indicste that the audit opinion is inapprapriate or that the
financial statements are misstated. Furthermore, it would be inappropriate to infer that any issues
identified in this quality assurance review raport are replicted in audits that have not been inspected
by the Authority.

Ratings

Findings arising in relation to the effectveness of the design or implementation of a firm's system of
quality management have their significance rated by way of  red-amber-yellow {RAY) systam.

@ Red indicates that a finding is a significant deficiency”. Fsilure to implement a recommendstion
andior remediation set outin a prior finding in relation to = fir's System of quality management. or. in
relation to 3 matter arising from a PIE inspection is also likely to be assigned = red grading

@ Amber indicates that an improvemant is required. This i a less than significant failure to:

+  meetthe requirements of the ethical standards and (ISQM 1); or
+  apply 3 fir's processes or procadures.

Yellow indicates that a finding is 3 minor deficiency. This is:

+ & minor failure in the application of a firm's procedures or processas; or
+ & low level deficiency that has the potential to develop into a significant or less than
signifizant failure to mest the requirements of the ethical standards and ISQM 1

Grades
Esch of the audits of PIEs inspested a5 part of the quality assurance review is sssigned a grads.
A1 grade is a good auditwith no consers regarding the sufficiancy and quality of audit

evidence or the i of significant audit j in the areas reviewsd. Any
conc2ms are very limited in their lications (both indivi y and

A2 grade is an audit that reguires limited improvemants. There are anly fimited coneeme
regarding the sufficiency or quality of audt evidence or the appropriateness of significant audit
judgements in the areas reviewed. Although there may be some concams, their implications
(bath individually and collectively) are mited.

A2 grade is an audit that requires improvements. There are some concems, assessed as
less than significant’, regarding the sufficiency or quality of audit evidence or the

i of significant audit in the areas reviewed. Alhough there may be
concems, their implications (both individually and collectively) are less than significant

A4 grade is an audit that r=quires significant improvements. There are significant concerns
regarding the sufficiency or gquality of audit evidence or the sppropriateness of signifcant audit
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judgements in the areas reviewed. There may be concems in other arsas, with implications
that are individually or collectively significant
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