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ASQM 1 - AUSTRALIAN STANDARD ON At Ofice
QUALITY MANAGEMENT

» The AUASB issued ASQM 1 which came into effect on 15 December 2022.

- The ANAO Auditing Standards incorporate the Australian equivalent
Standard on Quality Management (ASQM 1), and our system of quality
management was required to be designed and implemented by 15
December 2022.

- ASQM 1replaced the previous Quality Control Standard ASQC 1.
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RISK-BASED APPROACH OF ASQM 1 Audi Sffice
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Design and
implement
responses

« ASQM 1 introduced a quality
management approach that is focused
on proactively identifying and responding
to risks to quality.

3 » The risk-based approach is embedded

Identify information

add | mocty aualty in the requirements of ASQM 1 through:
ek of respones O establishing quality objectives;
O identifying risks to the achievement of
the objectives; and
[ designing and implementing tailored

responses to the quality risks.
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Governance

and leadership
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IMPLEMENTATION OF
ASQM1 AT THE ANAO

Including key changes to the ANAO’s quality
management approach
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e IMPLEMENTATION OF ASQM 1 AT THE Audit Gice
ANAO

« The Professional Services Group (PSG) was
responsible for implementing ASQM 1. The PSG
Group Executive Director has responsibilities for
the maintenance of the ANAO Quality
Management Framework, audit manual policies
and methodologies.

» PSG developed a project plan and established
governance arrangements for approvals of
elements of the project.
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IMPLEMENTATION OF ASQM1 AT
THE ANAO

Australian National

Audit Office

- The ANAO established the quality objectives required by ASQM 1 and assessed our
quality risks and identified our existing responses that addressed risks.
« We performed a gap analysis to identify whether there were any gaps in our
responses to the risk or new requirements in ASQM 1, ASQM 2 and ASA 220.
« Where there were gaps, the ANAO designed additional responses to address the

risks

Requirement ~

Applying, and
Complying with,
Relevant
Requirements

(a) Relevant and reliable information is exchanged throughout the
firm and with engagement teams, including:

Information is communicated to personnel and
engagement teams, and the nature, timing and extent
of the information is sufficient to enable them to
understand and carry out their responsibilities relating
to performing activities within the system of quality
management or engagements; and

Personnel and engagement teams communicate
information to the firm when performing activities within
the system of quality management or engagements.

With increased numbers of new
starters, not all audit personnel may
be aware of the policies and
methodology and their responsibilities
relating to performing high quality
audits.
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New starter and induction training
programs are designed to provide new
starters with all reliable information
relevant to their duties.

Regular technical updates
communicate to all staff any changes
to aspects of the system of quality
management, including changes to
audit manual policies, methodology
and templates.

PSRG will establish regular topics
for technical updates that remind
and reinforce key aspects of the
ANAO quality assurance framework
at relevant times of the audit cycle.

Throughout manual

Reference to update




IMPLEMENTATION OF ASQM 1 AT e

THE ANAO

+ Quality objectives, risks and responses - The QMF was published in July 2023 and
were reviewed by the ANAO Quality the Audit Manual was published in
Committee August 2023.

 Revisions to the ANAO Quality « ANAO Internal Audit completed an
Management Framework (QMF) and internal audit over the planning of the
ANAO Audit Manual were drafted by PSG ASQM T implementation project in 2022.

 The revisions were endorsed by the « ANAO Internal Audit completed an
Quality Committee and then approved internal audit assessing the

by the Auditor-General implementation of ASQM 1in 2023.
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THE ANAO

« PSG communicated the changes arising
from the new standards and system of
quality management to all staff in
training and regular communication.

 This included communication with
individuals assigned ultimate and
operations accountability and
responsibility for the SOQM to ensure
awareness of understanding of these
obligations.

Communications included email
correspondence and town halls with the
Auditor-General, bulletin notices on the
ANAO intranet.

The nature of these communications
collectively reinforced the ‘tone at the top’
in relation to the expectations of
uncompromising quality in delivering audit
and other assurance engagements.

They also provided information to
management and business teams
concerning what was changing, why the
changes were important, and how the
ANAO was responding.
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QUALITY MANAGEMENT Al GFfice
FRAMEWORK

Australian National Audit Office (ANAO) A
Audit Office
{0  Publications v Work program v  Careers v About Us v Contact The ANAO Quqllty
quogement
=i vamlw Framework is the ANAO’s

system of quality

Quality Management Framework and Plan 2023-24 mo.nclgement and is
published on the ANAO

Friday 7 July 2023 .
. website.

CORPORATE
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ANAOQ's risk assessment process

Governance and leadership

il & 2 :
Engagement Relevant ethical TR The elements of ASQM 1 are

performance requirements . .
addressed in our Quality
@ Monogement Framework

Audit mandate Information and
and selection communication
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FRAMEWORK

Relevant ethical requirements

Quality objectives (ASQM 1 paragraph 29)

The ANAQ, its personnel and contract service providers understand, and fulfil their responsibilities in relation to
the ethical requirements relevant to ANAO work.

2.26 The ANAO Auditing Standards require the Auditor-General and ANAQ staff to fulfill their responsibilities in
accordance with relevant ethical requirements, including those pertaining to independence, which are set out in
APES 110 Code of ethics for professional accountants (including independence standards) (APES 110).

2.27 The ethical requirements of APES 110 apply in addition to the ethical requirements that apply to ANAQ
staff as employees of the ANAO and as Commonwealth public servants. ANAO staff are bound by the ANAO
Values and Behaviours, and the Australian Public Service (APS) Values and Code of Conduct set out in the Public
Service Act 1999. ANAO staff are also bound by the General Duties of Officials under Part 2-2 Division 3 of the
Public Governance, Performance and Accountability Act 2013.

QUALITY MANAGEMENT Al GFfice

The QMF sets out the ANAO
quality objectives and the
responses that address
those objectives.
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AUDIT POLICY AND o
METHODOLOGY IMPACTS

- The ANAO Audit Manual sets out the policies

vam—— — which auditors must comply with when

undertaking audits

TeamMate TeamMate AM June 2021 Uodate 1

The changes to the auditing standards have
been integrated into the ANAO Audit Manual -
Shared Content volume, which applies to all of
our audit products

The changes to the Manual were then
integrated into our TeamMate audit
methodology templates

Australian National
Audit Office
OFFICIAL
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AREAS OF CHALLENGE
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IMPLEMENTATION CHALLENGES
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=8 AREAS OF CHALLENGE S

ASQM 1is extensive and covers elements that cover all
areas of the ANAO including Corporate areas such as
Human Resources management, Information Systems and
Technology management as well as PSG and audit
responsibilities.

To undertake the initial gap analysis PSG needed to obtain
an understanding of all the existing responses operating
across the office, and determine whether there were gaps
in the responses.

The Quality Committee includes representatives from
each area of the office, so allowed for collaboration across
the ANAO at the senior level to ensure that responses were
captured.

Some practices weren't explicitly documented.
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AREAS OF CHALLENGE o

IMPLEMENTATION CHALLENGES
« The ASQM 1focus on culture and leadership
commitment can be difficult to capture.

- There dre many actions, decisions and messages
that contribute to how culture demonstrates a
commitment to audit quality — not necessarily
tangible.
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AREAS OF CHALLENGE e

EVALUATION OF THE QUALITY « ASQM 1 requires the annual evaluation of the design,
MANAGEMENT FRAMEWORK implementation and operating effectiveness of the
CHALLENGES quality management framework.

« The challenges in gathering information to perform
the gap analysis also arose in the evaluation.

* Information was required from across the office and
some practices were not well documented to
evidence that they were operating effectively.

« Availability of documentation — not all information
was collated in one place.
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AREAS OF CHALLENGE e

EVALUATION OF THE QUALITY + Assessing the operating effectiveness of the quality
MANAGEMENT FRAMEWORK management framework requires judgement.
CHALLENGES

+ Individuals may have different perspectives of how
well the framework is operating.

» The evaluation requires an assessment of the severity
and pervasiveness of deficiencies. This also requires
judgement and people may have different views on
severity.
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GOOD PRACTICES,
LESSONS LEARNED AND
FUTURE WORK
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The ANAO has been conducting root cause analysis
(RCA) over quality assurance findings identified in
financial statements audits for several years in
anticipation of the implementation of ASQM 1.

In accordance with ASQM 1 the ANAO added a new
policy requiring RCA to be conducted over quality
assurance findings in all ANAO audit products.

2023 was the first year that RCA was conducted over
quality assurance findings identified in performance
audits.

Next year, the ANAO will expand the RCA program to
quality assurance findings identified in performance
statements audits.

Root causes analysis allows a deeper understanding
of the drivers of quality deficiencies and assists in
identifying the best remedial actions to address the
deficiencies.
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INFORMATION-GATHERING FOR

EVALUATION

Quality objective 5 — resource needs obtained, allocated or assigned consistent with quality

Quality responses

Workforce Plan considers the immediate and future
resourcing / capability requirements of the ANAO.
The Plan captures approaches to attract, recruit,
develop and retain staff (including measures to
support high performance, technical and specialist
skill development and succession planning towards
leadership positions).

Resource needs, including financial resources, are planned for and resources are obtained, allocated or
assigned in a manner that is consistent with the ANAQ’s commitment to quality.

Quality risks

¢ ANAO workforce planning does not include strategies for circumstances where recruitment targets are
not met, including guidance and direction on how the ANAO will prioritise resources.

¢ The ANAO is unable to meet resourcing requirements and the allocation of resources across the office

does not allow sufficient resources for high audit quality.

Implementation & operating effectiveness in
2022-23

During 2022-23 EBOM was updated on progress
on implementing the Workforce Plan. Just over half
of the initiatives had been delivered. (Note: the
Workforce Plan and the deliverables are for the
period 2022-25))
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The ANAO will continue to make
improvements to our processes
to support the implementation
and evaluation of the quality
management framework.

More structured process of
information-gathering, e.g.,
communicating requirements
and timeframes to business
areas.



Quality objectives

RISK ASSESSMENT

Quality risks

Response
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Proposed additional

(d) Engagement team members are assigned to each

engagement, including an engagement partner, who
have appropriate competence and capabilities,
including being given sufficient time, to consistently
perform quality engagements.

The allocation of team members and
Engagement Executives does not
include appropriate consideration of
competence and capability, including
sufficient time, especially as
resource availability changes
throughout an engagement.

Allocation processes ensure that audit team
members have appropriate competence,
capabilities, including sufficient time. This is
monitored throughout the audit cycle and
allocations changed as necessary. Contract-in staff
are used as necessary to fill resourcing gaps. The
policy sets out that EEs are responsible for
monitoring the allocation of personnel to
engagements throughout the audit and to raise
concerns to the responsible SED or GED.

responses

Terminology changes required to
AAM 6.2 to ensure consistency with
objective — amended AAM Shared
Content para 6.2

« The 2022-23 evaluation of the quality management framework informed the Quality
Risk assessment for 2023-24.

» The quality risk assessment is used to identify if we have new risks, or areas where we
need to design and implement new responses, or adjust existing responses.

» This reflects the ASQM 1 focus on iterative continuous improvement
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THANK YOU

QUESTION AND ANSWER SESSION
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