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A firm’s system of quality managment
Professional accountants who perform audits, reviews, and other assurance services know that all 

engagement reports issued by them must be appropriate in the circumstances. 

This is not just a professional responsibility but also part of the objective of ASQM 1 Quality Management for 

Firms that Perform Audits or Reviews of Financial Statements or Other Assurance or Related Services   

(ASQM 1), previously ASQC 1 Quality Control for Firms that Perform Audits and Reviews of Financial Reports 

and Other Financial Information, Other Assurance Engagements and Related Services Engagements (ASQC 1).

Note: ASQM 1 conforms with International Standard on Quality Management 1 Quality Management for 

Firms that Performs Audits or Reviews of Financial Statements, or Other Assurance or Related Services 

Engagements (ISQM 1), issued by the International Auditing and Assurance Standards Board (IAASB). To 

regionalise the standard and incorporate terminology and definitions used in Australia, paragraphs have been 

added or amended.  Therefore, compliance with ASQM 1 enables compliance with ISQM 1.

Who must comply?

Professional audit and accounting firms that provide any of the following services must comply with the 

requirements of the standard:

• audits of financial reports for a financial year, or audits or reviews of a financial report for a half-year, in 

accordance with the Corporations Act 2001;
• audits or reviews of a financial report, or a complete set of financial statements, for any other purpose;
• audits or reviews of other historical financial information;
• audits or reviews other than of historical financial information;
• other assurance engagements; and
• related services engagements.
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How is this standard different to ASQC 1?

The new standard requires that a firm establishes a system of quality management, which involves more 

than having a manual with policies and procedures. It must operate in a continual and iterative manner, and be 

responsive to changes in the nature and circumstances of the firm and its engagements.

To implement this system, firms need to: 

• Establish quality objectives
• Identify and assess quality risks, those risks that will adversely affect the firm’s achievement of one or more 

quality objectives, and 
• Design and implement responses to the quality risks, typically through establishing and implementing 

policies and procedures.

This is all achieved through the firm’s risk assessment process, very similar to the risk assessment process 

that auditors typically expect their clients to follow as part of their system of internal control.

As well as the risk assessment process, the system must address a number of other components:

• Governance and Leadership
• Relevant ethical requirements
• Acceptance and continuance of client relationships and specific engagements
• Engagement performance
• Resources, which includes human, technological and intellectual resources as well as service providers, 

and;
• Information and communication 

The system must also cover the monitoring and remediation process, which will drive continual improvement 

of the system. 

To make things more interesting, the standard has done away with many of the mandatory policies and 

procedures previously included in ASQC 1, leaving it up to firms to determine what would be most appropriate 

for their circumstances. Having said that, there are still a few specified responses, but firms must also tailor 

those to their own circumstances.

It is clear then, that the implementation of the requirements of this new standard will not merely involve 

updating the firm’s manual of policies and procedures.
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Introducing Caseware SQM
Caseware is introducing a cloud-based solution for firms to document, operate and monitor their systems 

of quality management – all in one solution: Caseware SQM, a powerful app offered on the Caseware Cloud 

platform.

The solution will allow firms to attend to all parts of their system of quality management:

• Set appropriate roles and permissions - differentiate between those users that take ultimately 

responsibility for the system, those that take operational responsibility for the system and other staff.
• Pre-populated content libraries - mandatory objectives and specified responses from ASQM 1, along with 

other example and best practice objectives, risks and policy and procedure responses, are all included 

in pre-populated libraries.  These can all be tailored at the firm level to suit unique circumstances and the 

types of services provided
• Many-to-many linkages - objectives, risks, policy, and procedures responses are linked through many-to-

many relationships, thereby enabling firms to optimally use responses that address more than one quality 

risk or link risks which affect more than one quality objective and so forth.
• Link tasks to policy and procedure responses - design tasks as instructions to users for the completion of 

required actions and recording of information relevant to the operation of the system (e.g. record approval 

of the receipt of a gift in the firm’s register of gifts, hospitality and other inducements)
• Risk assessment matrix - SQM provides a firm-specific quality risk assessment matrix that automates the 

identification of quality risks for which responses are required.

How does SQM work?

SQM incorporates a number of modules that are made available to the relevant users using permissions:

• Design - where the objectives, risks and responses will be selected, edited and finalised
• Operate - where the users will see the objectives, risks and policies and procedures that are in operation. 

It is also in this module where users will record information on forms as part of them complying with and 

executing procedure responses.
• Operate overview - where those responsible for the operation of the system of quality management 

can monitor the operation of activities from a high level, using dashboards. The users with ultimate 

responsibility for the system of quality management will also have access to these dashboards.
• Monitor - where the monitoring and remediation activities will be performed and most likely only by a 

limited number of users
• Evaluate - where the user(s) with ultimate responsibility for the system of quality management can 

complete their evaluation of the system and conclude.
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Once the firm’s system has been designed, a user with ultimate responsibility for the system of quality 

management will be able to review dashboards of the information in the design module, and publish the 

information to the Operate module - this is where most of the day-to-day activities will be performed. The active 

objectives, risks and policy and procedure responses will be visible to users in this module. In addition, each 

user will have a dashboard where they can review tasks allocated to themselves and from where they will 

initiate new instances of forms to record the performance of procedures.

Last say

The introduction of ASQM 1 has introduced a subtle change in name from quality control to quality 

management. This subtle change will, however, have a significant impact on the firm’s approach to achieving 

quality in the engagements performed by professional accounting firms.

Investing in the SQM product, will assist the firm in complying with the minimum requirements of ASQM 1 while 

also engaging the value of technology as an essential element of pro-actively managing quality in the firm.
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