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Chair’s welcome
Welcome to this first edition of the Kreston International Quality Newsletter. I am
delighted to have been asked to accept the role of Chair of the Kreston Quality
Group. Quality is one of the pillars of the Kreston strategy that was launched at
last year’s World Conference in New Orleans.
Quality is not just about compliance with technical standards and the Kreston
membership requirements; it is also a mindset that seeks to continually improve
client interactions and ensure that Kreston firms can meet the ambition to be the
advisor of choice to internationally ambitious SMEs.
Robert Holland
Auditor, Share Valuer and Business Adviser | James Cowper Kreston LLP | Email: rholland@jamescowper.co.uk

Quality is also key in the expectations that firms owe each other as part of a global
network, since the ability to refer work with confidence is one of our central success
factors in Kreston.
The Kreston Quality Group consists of partners from firms across
the world all of whom have extensive experience of quality
review programmes. The group supports Andrew Collier, our
Director of Quality and Professional Standards, who continues
to have responsibility for the day-to-day operation of quality
management activities. The group is currently reviewing the
quality processes and refreshed guidance, policies and
procedures will be issued later this year. This will include clear
expectations for firms on how the network should respond if
there are significant findings at a firm.
This newsletter will bring you updates on activities related to
quality within Kreston, as well as highlighting developments
within the wider regulatory community. I would encourage you
to ensure your firm is actively managing all aspects of quality as
we look to build a resilient and sustainable Kreston for the future.
I hope you enjoy this publication and find it useful.
Robert Holland

01

www.kreston.com
International Quality Newsletter July 2019

Kreston and the Forum of Firms
Kreston is a member of the Forum of Firms – but what is the Forum, and what does it
mean to be a member?
The Forum is an association of accounting networks whose
member firms either conduct transnational audits or are looking
to conduct such audits. Members range in size from the Big 4
through to smaller networks with a more regional focus. There are
currently 31 member networks. Only networks or individual firms
can be members; associations cannot apply. There is a detailed
membership application process that considers how networks will
be able to meet the membership obligations.
The increasing importance of being part of a network to service
the international needs of clients is reflected in the growing
membership of the Forum, which aims to promote audit quality on
a global basis. Members commit to:
•m
 aintain quality control standards in accordance with the
International Standard on Quality Control (ISQC 1) issued by the
IAASB in addition to relevant national quality control standards
• conduct, to the extent not prohibited by national regulation,
regular globally coordinated internal quality assurance reviews

The Forum meets regularly and provides an opportunity for
interaction with stakeholders, including the international standardsetting boards and regulators. This helps ensure that Kreston is
aware of and can act on developments in the quality framework.
As members of Kreston International, individual firms can describe
themselves as members of the Forum of Firms. Firms are also able
to use the Forum logo. The expectations of Kreston membership
incorporate the requirements of Forum membership.
In some jurisdictions and when seeking to work with some
organisations, such as the World Bank and EBRD, being a Forum
member can be a requirement for consideration when applying
for tenders.
Regular updates on global regulatory developments are
published, and these are made available to firms via Klick.
If you have any questions on the Forum or use of the logo,
please contact Andrew Collier (andrew.collier@kreston.com).

• have policies and methodologies for the conduct of transnational
audits that are based, to the extent practicable, on the
International Standards on Auditing (ISAs) issued by the IAASB
• have policies and methodologies that conform to the IESBA
Code of Ethics for Professional Accountants and national codes
of ethics
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The Kreston review programme

The Kreston review programme is designed
to manage quality within the network and
help the network to meet its obligations as
a member of the Forum of Firms.
As a network of independent firms, each
member firm is expected to manage quality
locally and to ensure compliance with
ISQC 1. The Kreston review programme is
focussed on assessing the effectiveness of
the firm’s quality review.

This will involve consideration of the policies and procedures in
place, review of supporting documentation and limited reviews of
completed files. Reports on reviews carried out internally and by
external regulators will also be assessed. The work programmes
used for Kreston reviews are available on Klick and can be used
by firms for their own quality reviews.
The frequency of Kreston reviews depends on the risk profile
of the firm and the nature of the client base. The review cycle
is every 3 years; some firms will be reviewed less frequently.
More frequent reviews will be undertaken if significant issues are
identified.
Although the requirement to monitor quality comes from ISQC 1,
which is an audit and assurance standard, many of the concepts
are beneficial across all service lines. In addition, many of the
referred services undertaken within Kreston relate to non-audit
services. Therefore, in order to help manage the quality risk, the
Kreston review programme will consider how firms manage this
area of risk.
The Kreston monitoring programme is intended to be a
collaborative experience with an opportunity for firms to share
good practice and knowledge. However, firms are expected to
respond to issues identified in reviews and take corrective action
with a view to increasing quality across the network.
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The Kreston review programme
Managing your internal monitoring
Effective internal monitoring is not easy, and requires a structured well managed approach.
These are the key matters to consider:
Internal or external resources?

My firm is not as large as some; what can I do?

Internal resourcing means that the reviewers are familiar with the
firm, the staff, the system and the clients. However, will they be
able to focus on the review or will they be distracted by client
work? Will familiarity with staff and systems reduce the reviewers’
ability to be objective and raise challenging questions?

In smaller firms, maintaining objectivity can be a real challenge
because in many cases all the partners and senior staff will have
been involved in providing services to a client.

• Many firms outsource the internal review. This ensures the
reviewers are focussed and can be objective. It also frees staff
to work on client matters. It must be remembered that the firm
retains overall responsibility for the review.
• Where firms undertake reviews with their own resources, it is
important to allocate sufficient time and manage the process to
ensure it is concluded on time.
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• In these circumstances, bringing in external support can be the
only reliable way to achieve an unbiased review.
• There are a number of ways of achieving this such as training
organisations, individual consultants, other local firms (including
other Kreston firms in the country) or using a Kreston firm that is
geographically close.
• Whichever route is used, the competence of the reviewer must
be considered.
The next edition of the Kreston Quality Newsletter will explore
some more questions on internal reviews. If you have any
specific questions, please contact Andrew Collier
(andrew.collier@kreston.com).
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On the horizon
Audit quality is a major focus for regulators in a number of jurisdictions, and the
profession is under pressure to respond. A significant element of this response is the
review of the current quality control standard, ISQC 1. The current exposure drafts
would see ISQC 1 replaced by two new standards, ISQM 1 and ISQM 2.
• T he standards shift from a quality control approach with specific activities being required of firms to a quality management
approach. The emphasis is on firms understanding the quality risks they face and designing responses that work in a holistic
way to manage the risks.
• The new standards also place a significant emphasis on the importance of leadership at both the firm and engagement level in
ensuring audit quality.
• T he exposure drafts can be accessed at www.iaasb.org.
•K
 reston International will be submitting a response and comments are welcome. Firms can also submit their own comments.
•U
 pdates on progress will be included in future newsletters. Kreston will also be working on tools to support firms with
implementation of the new standards.
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Quality corner
Managing your internal monitoring
Quality corner
Each newsletter will include a brief overview of a technical issue
that is seen in review visits. Questions can be sent to Andrew
Collier (Andrew.collier@kreston.com).

Management override of controls
ISA 240 identifies management override of controls as a significant
risk. This is because management may be able to process
transactions outside the normal cycles and controls operated by
the company. This results in a risk of material misstatement in the
financial statements.
The auditor needs to respond to this risk and undertake specific
audit work. One of the key responses is a review of journal
entries. In order to make this review effective, it is important
that staff understand what they expect to see as journal entries
and can therefore identify unusual entries that may warrant
further investigation. This means the auditor must have a good
understanding of the business.
This is an area where many firms are applying or investigating the
use of data analytics and artificial intelligence. These tools can
assist the auditor to identify unusual transactions across the whole
of the general ledger, lending greater insight to the audit.
Regardless of the approach used, the key is that the audit staff
understand what unusual looks like and are able to follow up
effectively. The audit work must be documented, and these tests
should be evident on all files.
For information on data analytics software,
please contact Andrew Collier (Andrew.colllier@kreston.com).

Author
Andrew Collier
Kreston Director of Quality
and Professional Standards
Email: Andrew.colllier@kreston.com

06

www.kreston.com
International Quality Newsletter July 2019

About Kreston
Kreston International Limited is a global network of independent accounting firms.
A cohesive network of over 200 firms in over 125 countries that is home to more
than 20,000 dedicated professionals, Kreston gives you access to top-quality advice
and exceptional service wherever in the world you happen to do business.
As new markets develop and technology evolves, your business operates on an
increasingly global scale. And when you’re branching out into the unknown, you
can’t beat a bit of local knowledge. Our members leverage their network of local
contacts to shape international solutions that are right for you and your business.
All our members know their local regulations and customs inside out. Combine that
with their solid reputation and enviable contact book and there’s no doubt that we
give your business the competitive edge.

Follow us on:

www.kreston.com
Disclaimer: This publication is for information purposes only and does not constitute professional advice.
No decisions should be taken based on the information contained in this publication and you are
advised to obtain professional advice. Whilst every endeavour has been made to ensure the accuracy
of this publication, no responsibility is accepted by Kreston International Limited or its member firms for its
accuracy and completeness. The views expressed in this publication are not those of Kreston International.

