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Disruption 
PAOs have a 

pivotal role to 
play

Source: ICAEW CAPA Good Practice Guide
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• High quality corporate financial
reporting is integral to a well
functioning business climate

• The self-regulation model for the
audit profession that has existed in
many countries is being necessarily
disrupted

• However, PAOs still have an
important role to play…..

Lawmakers question quality of KPMG's Wells Fargo 
audits” CNBC
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Regularly 
inspecting firm QC 

systems

Inspecting 
individual audits

Remedial measures Investigations
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» Recognizes that PAOs play a critical role in working with 
governments to ensure audit regulation is effective, efficient and 
in the public interest

» Supports global regulatory convergence

» Stresses ongoing dialogue to find the right balance between self 
regulation,  self regulation with public oversight and external 
regulation

» Recognizes the difference between PIE audits and other audits

» Supports shared approach to regulation

IFAC Position Paper on Regulating the Accountancy Profession
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» Applies to IFAC Member PAOs and sets out 

the role that PAOs should play in a system of 

Quality Assurance for audit

IFAC Statement of Membership Obligations
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»Essentially outline the key functions of PAOs

»There are 7:
» SMO 1: Quality Assurance 

» SMO 2: International Education Standards for Professional Accountants and 
Other Pronouncements Issued by the IAESB

» SMO 3: International Standards and Other Pronouncements Issued by the 
IAASB

» SMO 4: IESBA Code of Ethics for Professional Accountants

» SMO 5: International Public Sector Accounting Standards and Other 
Pronouncements Issued by the IPSASB

» SMO 6: Investigation and Discipline

» SMO 7: International Financial reporting Standards and Other 
Pronouncements issued by the IASB
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»PAO obligations depend on responsibilities under national legal 

system

»Obligation is to implement requirements of SMOs when 

responsible or use best endeavors to encourage 

implementation by responsible party and assist in 

implementation.
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» Applies to all Audits of Financial Statements

» Requires that ISQC 1 be adopted and implemented by all 
audit firms

» Provides a roadmap for the design of an Audit QA system

- Review cycles

- Skills required

- Documentation

- Disciplinary action

» Oversight body mandate

» Reporting on results

» Shared responsibilities
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Delegation

• Consultation for the approval and 
registration process for firms

• Maintaining an authorized register of 
members

• Consultation in the standard setting 
process

• Setting CPE requirement and 
monitoring compliance

• Quality Assurance for non PIEs
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»The World Bank believes 

PAOs have an important role 

to play in developing quality 

financial information that 

enhances the public trust and 

creates a business climate 

conducive to sustained 

economic growth (September 2014 Professional Accountancy Organization Development Committee Fact 
Sheet)
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»The obligations PAOs have as members of IFAC when met, position 
them for an important front line role in the regulation of auditors and 
audit firms ( especially non-PIE’s).

»BUT they can only play essential role if they are strong and comply 
with good practices (including compliance with IFAC’s SMOs), their 
responsibilities and roles assigned by the law

»The recent trend is that audit oversight bodies and legislation set-up 
the systems where audit oversight “delegates” certain functions to 
PAOs, and therefore if this delegation does not work – it can be 
taken back, delegation can be on education/qualification/CPD, 
maintaining public register of auditors, adopting professional 
standards, and certain activities on QA
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»Background - regulator and PAOs

»Types of review

»Approach, frequency and cost

»Results

»Common themes

»Further developments
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Thank you for your attention


