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	CLIENT ACCEPTANCE AND CONTINUANCE:
. Such policies and procedures provides reasonable assurance that the firm –
a. Undertakes only those engagements that the firm can reasonably expect to be completed with professional competence
b. Appropriately considers the risks associated with providing professional services in the particular circumstances
This checklist reviews such policies and procedures of the firm.


	Sr.


	Particulars
	Reference /Guidance Notes
	Description

	A
	Client Acceptance:
	
	

	1


	Have there been any major gains/losses of clients in the year? 
	
	

	2
	The standard documentation highlights all important matters for consideration, including:

· integrity and identification checks on client, for example:

· The identity and business reputation of the client’s principal owners, key management, and those charged with its governance.

· The nature of the client’s operations, including its business practices.

· Information concerning the attitude of the client’s principal owners, key management and those charged with its governance towards such matters as aggressive interpretation of accounting standards and the internal control environment. 

· Whether the client is aggressively concerned with maintaining the firm’s fees as low as possible.

· Indications of an inappropriate limitation in the scope of work.

· Indications that the client might be involved in any criminal activities.

· The reasons for the proposed appointment of the firm and nonreappointment of the previous firm.

· The identity and business reputation of related parties.

· ethical requirements;

· the firm’s competence to conduct the audit  , for example: 
· Firm personnel have knowledge of relevant industries or subject matters;

· Firm personnel have experience with relevant regulatory or reporting requirements, or the ability to gain the necessary skills and knowledge effectively;

· The firm has sufficient personnel with the necessary competence and capabilities;

· Experts are available, if needed;

· Individuals meeting the criteria and eligibility requirements to perform engagement quality control review are available, where applicable; and

· The firm is able to complete the engagement within the reporting deadline.
	
	

	4


	Does the firm inform personnel of its acceptance and continuance of client policies and procedures? If yes, mode of communication. If no, how does the firm inform its personnel or what kind of process that the firm use to ensure that its staff evaluate clients risk?
	
	

	5
	Regarding integrity checks does the firm’s conduct, for example:

· communications with existing or previous professional accountants;

· inquiry of personnel/third parties such as bankers, legal counsel and industry peers;

· background searches.

And do the considerations include:

· identity and business reputation of client;

· the nature of client’s operations;

· information regarding attitude of client’s owners / management;

· whether firm is aggressively concerned with keeping fees low;

· indications of an imposed limitation of scope;

· indications that client could be involved in money laundering /criminal activities;

· reasons for proposed appointment /re-appointment.
	
	

	6
	Does the firm evaluate the knowledge and expertise of engagement team required to perform an engagement prior to accepting an engagement?
If no, describe how the firm determines that it can complete the engagement competently

If yes, how this decision is reached and whether it is documented.
	
	

	
	Does the firm specify conditions that require evaluation of a specific client or engagement, obtaining relevant information to determine whether the relationship should be continued, and establishing a specific time period to make that evaluation?

If yes, do the conditions include:

· significant changes in the client (such as ownership, management, nature of business or financial position);

· Changes in the scope of engagement;

· Changes in the strategic focus or composition of the firm;

· Existing conditions that would have caused the firm to reject the client had such conditions existed at the time of initial acceptance;

· Clients delinquent in paying fees;

· Engagements in specialized industries;

· Engagements where there are burdensome number of hours required to complete the engagement; and 

· Engagements for entities in development stage.

If no, describe how the firm obtains assurance that it is not continuing a relationship, which should be discontinued.
	
	

	7
	Does the firm have any particularly risky clients or risky industry (e.g. Finance and Securities, Banking, Insurance, Energy & Utilities, Mining, Property Development, A company entered into the service concession arrangement or the Joint Operation and Joint Investment with grantor, Emerging Markets)? If so how are above “normal risk” clients managed/ monitored on an ongoing basis or what process taken to reduce that risk.
	
	

	9
	How is client continuance dealt with in the cases of proposed or ongoing litigation?
	
	

	10
	Has the firm been in any tender process 
regarding their Listed clients and if so, did this change the nature of services/fees charged?
	
	

	11
	Does the firm document its understanding with the client regarding the services to be performed by obtaining an engagement letter for all engagements, thus minimising the risk of misunderstandings regarding the nature, scope and limitation of services to be performed? If no, describe how the firm obtains an assurance that its understanding is in agreement with the client’s understanding of the work to be performed.
	
	

	B
	Resignation from Audits:
	
	

	1
	Does the firm have policies/procedures on withdrawing from the engagement/client’s relationship:

· discussing with the appropriate level of client’s management /those charged with governance the appropriate action the firm 
may take;

· if the firm determines that it is appropriate to withdraw – discussing the reasons with management/those charged with governance;

· considering legal / professional / regulatory requirements (e.g. reporting requirements);

· documenting the significant issues, consultations, conclusions, and their basis;

· Have the relevant disclosures been made for resignation?
	
	

	2


	Did the firm consider discontinuing any audit and accounting relationships during the year under review but decide to continue? If yes, explain.
	
	

	C
	External Pressures:
	
	

	1
	How is the firm’s practice influenced partner and audit staff’s behavior regarding selling of non-audit services?
	
	

	2
	Consider and beware of  firm’s ethics and professional skepticism in context of being “business advisers”
	
	

	3
	How does the firm prevent undue influence being exercised where significant level of non-audit services (e.g. in terms of fees earned and/or potential embarrassment where mistakes are made)?
	
	

	4
	How are client relationships managed – are there separate client relationship partners or does the Registered Auditor conduct this role? If so – how is professional independence maintained?
	
	

	5
	How does firm deal with client retention where client forms a significant part of partner portfolio and/ or where client prestigious?
	
	

	6
	How does firm deal with situation where pressures on fee by a client?
	
	

	7
	Have any audit clients been retained by reducing audit fees?
	
	

	8
	Have there been any instances of adverse publicity or any instances of very favorable publicity (e.g. news) in relation to the firm’s work for an audit client?
	
	

	9
	How does firm deal with pressures to accept marginal /unsatisfactory accounting / disclosure, including “opinion shopping”?
	
	

	10
	How does firm deal with domineering/awkward personalities at Board or senior management level?
	
	

	11
	How does firm deal with client disagreements?
	
	

	D
	Internal Pressures:
	
	

	1
	How do partners deal with having conflicting demands on time from clients and/or management responsibilities and how are they supported?
	
	

	2
	How does the firm ensure that partners have sufficient time needed to maintain technical competence in fast-changing areas?
	
	

	3
	How do partners deal with meeting various different targets e.g. clients / new work gained, fee income, recovery rates, debt recovery (including timeliness) – how are recovery rates set? And how are the partners monitored / supported?
	
	

	4
	How are partners objectives set and how does this place emphasis on quality standards / technical competence compared to commercial objectives – how does this affect reward / remuneration?
	
	

	5
	How do staff become partners – how identified / what qualification/ what preparation is made for this progression?
	
	

	6
	How do partners / staff become Registered Auditor - how identified/ what qualification/ what preparation is made for this progression?
	
	

	7
	How is Registered Auditor performance monitored and how is poor performance dealt with?
	
	

	E
	Staff Pressures – Internal:
	
	

	1
	How does the firm monitor and support staff in dealing with the pressures to meet deadlines/targets/recovery rates?
	
	

	2
	How does career progression work post qualification and what is the criteria for making manager/senior manager/partner. 
What is the focus on performance - commerciality or technical competence?
	
	

	3
	What is the focus / objectives for audit staff at job evaluations and at appraisals – what is emphasis on commercial objectives, or technical ability?
	
	

	4
	What is the risk of inexperienced people being out of depth at client (and effect on their dealings with client and superiors) – how is this prevented?

What process does the firm do to eliminate or reduce this risk?
	
	

	F
	Effect of computerization on audits:
	
	

	1
	How is the firm dealing with the following (external issues):

· challenge of real time systems with large numbers and/or high value transactions (e.g. banks, travel agents);

· unfamiliar systems and in-house expertise to assess them;

· understanding and evaluation of controls on complex systems; and

· effect of Internet and e-commerce.
	
	

	2
	How is firm dealing with greater use of computer technology - at firm:

· use of intelligent software to carry out audit procedures; and

· computer generated audit files
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