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INTRODUCTION 
Development, implementation, ensuring the independence and productivity of effective internal 

and external quality control system that is able to supervise of observance by auditors of the 
requirements of International Standards on Auditing and ethics, acquire great importance. 

International experience shows that the strengthening of external quality control of audit, 
including the organization of internal control in audit organizations and among independent auditors, 
plays an important role in the development of audit. 

This Instruction is developed in accordance with the "Concept of Development of the Audit 
Service of the Azerbaijan Republic (2012-2020), International Standards on Auditing (ISAs) № 1 
"Quality control in the audit organizations conducting audit and analysis of financial statements, as 
well as carrying out other tasks on confirmation and related services", number 220 "Quality control of 
financial statement audit", number 265 "Informing the responsible for the management and 
administration persons about shortcomings in connection with internal control", № 610 "Using the 
work of internal auditors" and paragraph 3.6 of the Plan of Work of the Chamber of Auditors of 
Azerbaijan Republic for 2016 "Development of instructions on the principles and procedures of 
internal quality control in order to fight against corruption in the audit organizations", and aims to 
provide a unified approach to organization of internal quality control of audit and application of the 
internal control system in accordance with international experience of audit organizations 
(independent auditors). 

This Instruction is advisory in nature and is aimed at building the system of perfect internal 
quality control of audit in order to ensure an improving of quality of services provided by audit 
organizations (independent auditors). 

 
 

I. The essence of internal quality control of audit 
The concept of "audit's quality" covers the necessary and sufficient level of user's confidence 

in an auditor's report on the audited financial statements. In conditions of strengthening of activity in 
the field of fight against corruption and the laundering of proceeds obtained by criminal means, and of 
enhancing transparency, the quality control at the market of audit services begins to acquire a great 
importance for audit organizations. 

Quality control of audit activity is aimed at the following: 
• Prevention of an incorrect assessment of audit risk; 
• achieving a reasonable assurance that the audit meets the requirements of an auditor's 

report users; 
• Providing the necessary and sufficient users' confidence in an auditor's report on the audited 

financial statements. 
 
Quality control of audit activity is organized at the external level (the Chamber of Auditors) and 

at the internal level (inside audit organizations). 
 
 

II. Internal quality control of audit 
All audit organizations (independent auditors) must have a system of internal quality control of 

audit. The principles of internal quality control and procedures for their implementation are declared 
by in-house standards of audit organization. 

Internal quality control of an audit organization's work is divided into preliminary, current and 
subsequent control, and is provided by three factors: 

• proper guidance of the leaders of audit organization over the course of audit; 
• an auditors' control over the assistants actions; 
• verification of the results of the done work. 
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Preliminary internal quality control of audit is carried out by head of organization at the stage of 
audit planning. 

Current internal quality control is carried out by the head of the audit team in the form of 
supervision over the activities of the group members. At this stage, the following is controlled: 

1. Separate audit areas, including: 
• order of observance of audit principles; 
• implementation of the general plan and the program of audit; 
• proper documentation of audit evidence; 
• validity of the savings made by the auditors. 
2. General quality control of audit: 
• control of the personal qualities of the employees; 
• a reasonable distribution of duties between the members of the group; 
• observance of the rules (standards) of audit. 
In case of identifying the facts of improper performance of the task, management may 

substitute an auditor (or assistant) with another specialist. 
At the stage of the subsequent internal control, an audit team leader checks the work done by 

assistants and auditors, on the following areas: 
• accordance of the performed work with audit program; 
• correct registration of the obtained results in the working papers of an auditor; 
• achievement of the objectives of audit procedures; 
• correctness of the results of performed work and confirmation of the auditor's report by them. 
 
 

III. Organization of internal quality control of audit 
At each audit organization (independent auditor), in order to ensure full compliance of carried 

out audit with the regulatory documents, should be created a system of internal quality control. 
Features and volume of control procedures depend on the following conditions: 
• size of audit organization; 
• level of autonomy of organization's employees; 
• content of an audit; 
• allocation of responsibilities for the implementation of quality control procedures among staff 

(principal auditors); 
• manner of bringing the rules and control procedures to the attention of staff. 
In-house quality control system must meet the following requirements: 
• compliance by personnel structure of an audit organization with the requirements of 

independence, integrity, objectivity, confidentiality and professional ethics; 
• staffing of audit organization with professional staff having the knowledge, skills and abilities 

necessary for the proper performance of their duties by an audit organization; 
• issuing of audit tasks to professional staff with appropriate qualifications; 
• accordance of all carried out during an audit works on verifying the guiding directives, current 

control and executed procedures, to necessary quality requirements; 
• obtaining of appropriate consultations by staff in specific cases with a lack of experience and 

knowledge both within the audit firm and outside of it; 
• taking the necessary measures regarding employees of an audit organization in cases of 

non-performance or improper performance of their duties; 
 • implementation of measures for regular checks of reliability and efficiency of in-house quality 

control system. 
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The principles of internal quality control, features, terms and purposes have, in turn, an 
influence on the following control procedures, methods and scope of auditor's working 
documentation: 

• scope and nature of an audited person; 
• organizational structure of an audited person; 
• territorial arrangement of an audited person; 
• ratio of revenues and expenses. 
Control over the auditor's work is performed by an audit organization, firstly, by discussing and 

verifying the validity of an audit plan; secondly, through the strict observance of organizational and 
ethical principles of audit (for example, an auditor which advises clients or restores customer's 
accounting, may not be directed to the same client for auditing). 

 
IV. Procedures and principles for an implementation of internal quality control of audit 

In order to provide a conducting of audit and provision of related services, an audit 
organization must identify methods of internal quality control and specific procedures in accordance 
with the following documents: 

• Laws of Azerbaijan Republic; 
• International Standards on Auditing; 
• valid internal rules (standards) of the Chamber of Auditors of Azerbaijan Republic, a member 

of which is an audit firm; 
• other documents. 
 

System of internal quality control of audit 

Components of the 
system of internal 
quality control of 

audit 

Principles Quality assurance procedures Note 

Professional 
requirements 

Employees of audit 
organization should 
adhere to the principles 
of independence, 
integrity, impartiality and 
confidentiality, as well as 
rules of professional 
conduct. 

1. Appointment of an employee or a 
working group to address issues related 
to the specific procedures and 
compliance with the principles of 
objectivity, independence and 
confidentiality. 
2. Inform employees on the company's 
policies and procedures relating to the 
application of these principles. 
3. Supervision of compliance with these 
principles. 

 

Professional 
competence 

The audit organizations' 
workers should know the 
requirements of 
legislation of the country, 
have the professional 
competence to fulfill their 
responsibilities at the 
appropriate level. 

Recruitment: 
1. Realization of the program to attract 
qualified personnel by planning staffing 
needs. 
2. Development of methodological 
recommendations for the definition of 
professional requirements and 
assessment of the level of 
professionalism. 
3. Familiarization of recruited staff with 
the quality control procedures of the 
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company. Professional development. 
4. Development of methodological 
recommendations on continuing 
professional education and bringing them 
to the attention of employees. 
5. Motivation of employees to self-
development; promotion. 
6. Determination of the criteria of 
specialty for workers of various levels of 
responsibility. 
7. Evaluation of the employees' work and 
informing them on the results. 

Issuing of tasks Audit tasks should be 
assigned to workers with 
an adequate level of 
training and experience 
appropriate for given 
conditions. 

1. The development and promotion of the 
company's approach to the issuance of 
tasks to staff including the company's 
needs. 
2. Appointment of responsible person on 
the selection of personnel for the audit. 
3. Adoption of the schedule and 
appointments of employees to audit. 

 

Control powers It is necessary to carry 
out the current control at 
all levels to provide 
assurance that the work 
is done with acceptable 
quality. 

1. Development of procedures of audit 
planning. 
2. Development of procedures to ensure 
the implementation of in-house quality 
standards in the performance of audit 
tasks. 
3. Providing employees with training 
opportunities in the workplace in the 
course of audit. 

 

Consultancy If necessary, one should 
consult with experts with 
relevant knowledge. 

1. Identification of areas and special 
cases that require consultations. 
2. Appointment of competent specialists 
and determination of their powers in the 
course of consultations. 

 

Working with persons 
which are provided 
with related audit 
services 

It is necessary to 
regularly assess the 
potential and existing 
customers. 

1. Development of methods for 
identification and evaluation of potential 
customers. 
2. Assessment of customer for the 
purpose of deciding whether to continue 
or suspend relations in the case of certain 
events 

 

Monitoring the 
effectiveness of 
procedures of 
internal quality 
control of audit. 

It is necessary to 
constantly monitor the 
level of effectiveness of 
procedures of internal 
quality control of audit. 

1. Determination of the volume and 
content of the program of audit 
organization on monitoring the internal 
quality control procedures. 
2. Informing the responsible person in the 
leadership on the identified cases of non-
compliance of audit's quality, ensuring the 
implementation of measures for planning, 
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execution and monitoring of procedures 
of quality control of audit as well as for 
checking the overall system of internal 
quality control of organization. 

 
V. Final provisions 

1. Final procedures. 
At the end of audit, a representative of management of audit organization checks the 

compliance of all reports and conclusions with Legislation and Regulations, and make sure that all 
the works are included in the working documentation. 

2. Checking in the subjects of audit upon completion of works. 
If occurred after the preparation of financial (accounting) reporting events significantly 

influence upon the reporting, they should be reflected in the working papers. 
If between the date of preparation of the financial (accounting) statements and the date of 

audit there is a large difference in time, then the confirmation of the absence of significantly affecting 
the statements of subsequent events is in the highest degree necessary.  Control over the 
implementation of these procedures is carried out by the working group leader and a representative 
of leadership. 

3. Sanctions against staff. 
Depending on the seriousness of violations, by a representative of leadership or, on the basis 

of his report, by the head of an audit organization, in relation to the employees performed the work of 
poor quality, may be applied sanctions provided in the employment contract: 

• bringing to attention, warning or reprimand; 
• additional requirements for increasing professional competence; 
• reduction of wages; 
• dismissal. 
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