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WHAT IS THE 
IMPLEMENTATION 
STATUS 
of our small and 
medium-sized 
practices?

ISQM 1: 

On 26 August 2022 SAICA presented a practical ISQM 11 webinar 
specifically aimed at small and medium-sized practices (SMPs). Several 
questions were posed to the delegates during the webinar. This article 
will share the responses received from the delegates.

MANAGE YOUR PRACTICE

These responses of course do not represent the results 
of a survey of the entire population of SMPs, nor from 
a statistically and/or randomly selected sample. The 
results, however, are insightful and provide a peep into the 
achievements, challenges and views of SMPs.

FINDINGS
Part 1 of the webinar provided an overview of the differences 
between the current ISQC 12 and ISA 2203 and the new 
Quality Management Standards (QMSs).

To start with, SMPs were requested to rate how 
comfortable they were with their ability to implement 
the new QMSs by 15 December 2022. The results were as 
follows:

Quality Management Standards

Just under 20% of the delegates indicated that they are 
very comfortable with the implementation of the QMSs. On 
the other hand, almost half of the remaining 80% indicated 
that they are not comfortable at all. Based on the responses 
received it seems that SMPs are facing a challenge with 
the implementation of the QMSs, and the deadline is 
approaching fast.

The follow-up question focused on the requirement in ISQM 
1 that a practice must assign the ultimate and operational 
responsibilities to an individual(s) based on certain criteria 
as stipulated in paragraphs 20 to 22. Almost 30% of the 
delegates indicated that they have either not yet assigned, or 
do not know to whom to assign, the ultimate and operational 
responsibilities.

A big change from ISQC 1 is that in the design, 
implementation and operation of the components of a 
practice’s system of quality management, the practice must 
follow a risk-based approach. This entails:
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So, the third question was whether SMPs view their current 
policies, procedures and other informal controls as 
sufficient to address the quality risks arising from the quality 
objectives set out in ISQM 1. The results were as follows:

 

It can be deduced that quite a number of SMPs have not yet 
evaluated their existing policies, procedures and other informal 
controls to determine whether these are sufficient to address 
the quality risks arising from the ISQM 1 quality objectives.

Information and communication is a new component in ISQM 
1. With the new component comes quality objectives as set 
out in ISQM 1 paragraph 33. Delegates were asked to assess 
whether they believe that their practice will require a formal 
communication policy to meet these quality objectives.

The results were as follows:

 

41% of the delegates believe that they will require a formal 
communication policy. The remaining 59% either do not 
know yet or said no. The reality is that there is no right or 
wrong answer. It depends on the nature and circumstances 
of the practice, as well as how effective communication 
currently is within the practice (and to external parties when 
necessary).

Part 2 of the webinar commenced with a case study on the 
policies and procedures that are in place at practices, and 
therefore the introductory question to the delegates was to 
confirm the existence of formally documented policies 
and procedures at their practices.

 

The results indicated that 30% of the delegates do not 
have any documented policies and procedures in place. It is 
important to remember that the establishment of policies and 
procedures is not a new requirement in terms of ISQM 1, as 
these were already supposed to be in place in terms of ISQC 1.

Already well familiar with the challenges that SMPs face 
regarding the allocation of roles and responsibilities, the 
next question focused on the ultimate and operational 
responsibility roles as defined by ISQM and determining 
whether SMPs will be splitting these roles.

CRISTAL 
HENNING 

DONÉ 
PIENAAR 

MICHELLE 
VERMEULEN



154    accountancysa.co.za October  2022

MANAGE YOUR PRACTICE

With a general theme being that those individuals in these 
roles at SMPs struggle with sufficient time and authority to 
perform the activities allocated to them, it was an interesting 
question to discuss.

For the next question (with ISQM 1 no longer just being 
applicable to professional personnel), delegates had to 
confirm if all of their personnel understand all of the 
practices’ ethical requirements.

 

This response was well expected, as in many cases the 
administrative personnel of SMPs may not be aware of all the 
ethical requirements a practice must adhere to.

The last question focused on the hotly debated topic of long-
standing relationships with audit clients and delegates 
were required to assess the occurrence of such relationships 
in their practices. The results affirmed that many SMPs’ entire 
existence is indeed built around such client relationships.

 

This is generally a major challenge in terms of the familiarity 
threat to the independence of the audit partners and 
personnel (both in fact and appearance). SMPs will have to 
manoeuvre carefully to put the relevant safeguards into place 
to address these situations.

CONCLUSION
In conclusion, whilst ISQM 1 brings about a new dawn in 
the profession for quality management, it also exposes the 
vulnerabilities of smaller practices. Therefore, it is imperative 
for SMPs to use the implementation of ISQM 1 as an 
opportunity to robustly re-evaluate their current business 
models, policies and procedures. This is not only to become 
compliant but also to seize the opportunities within the new 
world of assurance and related services.

Email saica@saica.co.za if you would like to view the 
slides and recording of The Implementation of the Quality 
Management Standards by Small and Medium-sized 
Practices” webinar held on 26 August 2022.

NOTES
1   International Standard on Quality Management (ISQM) 1, Quality Management 

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

2   International Standard on Quality Control (ISQC) 1, Quality Control for Firms that 
Perform Audits and Reviews of Financial Statements, and Other Assurance and 
Related Services Engagements.

3   International Standard on Auditing (ISA) 220, Quality Management for an Audit of 
Financial Statements.
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