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It is generally accepted that the
audit profession has reached pinnacle
heights in enforcing professional
standards (International Standards
on Auditing; hereinafter — ISAs), Code
of Ethics, Regulatory Visits, etc. All
this can be explained very simply:
as an attempt to protect the public
interest. Note that the issues of audit
quality in international standards are
considered conceptually. That is, the
quality of audit as a category, as well
as the quality of audit services, are not
defined in professional standards (and
other regulatory and methodological
documents).

Each of the parties to the audit,
namely the auditor and the client,
considers the audit quality from its
point of view.

AHHOTAUWNA
AYANT, AYANUTOP, KAYECTBO AYAUNTA,
MHEHUWE AYINTOPA, AINPEKTOP
ObuwenpusHaHo, 4mo ayoumopckas
npogeccus docmuana  onpeodesieHHbIX
pe3ynemamos 8 obecnevyeHuu cobsarode-
HUA MPOMeCccUOHAnbHbIX CMAHOApPmMos
(Mex0yHapoOHbIx cmaHoapmos ayouma;
danee — MCA), Kodekca amuKu, KOHmMpo-
/1A Ka4ecmea ayouma peaynupyrowumu u
HAO30pHbLIMU opeaHamu u m. 0. Y ece amo
06bACHAEMCcA 04eHb MPOCMo: MNonbiMKol
3awumume obujecmeeHHble UHMepPecsl.
Mpu amom cam mepmMuH «Kayecmeo ayou-
ma» 8 MCA paccmampusaemca KoHuen-
myaneHo. To ecmb Kayecmeo ayouma Kak
Kamezopus, MaK e KaK U Ka4ecmeo ay-
OUMOPCKUX ycnye, He onpeodeseHsl 8 Npo-
¢heccuoHanbHbIx cmaHoapmax (u 8 Opyaux
HOPMAMUBHbIX MPaso8bIX AKMaAx).
lposedeHHble aB8MOPOM UCCAe008a-
HUA M0380/1UAU YCMAHOBUMb PA3/UYUA 8

nooxodax aydumopos U 30KA34YUKO8 ay-
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The research carried out by the
author made it possible to draw
the different
approaches of auditors and clients to
the quality of audit and find common
points of contact in the further
convergence of their positions.

ouma 8 omHoweHuUU Kayecmsa ayduma u
Halmu O6LL{U€ MOYKU COMPUKOCHOBEHUA 8

a conclusion about danvHeliwem cbauMdeHuU ux no3uyuu.

1. Introduction. The ISAs [1-10] disclose the relevant audit characteristics (audit
categories or terminology) and their requirements, which should ensure audit
guality. However, we must agree that the client has a minimal understanding and
is insufficiently informed about the auditor’s assessments of materiality, and audit
risk, and methods of collecting audit evidence, and therefore cannot assess the
quality of the "production" of the audit service for compliance with audit standards.
Consequently, professional standards are primarily intended to assess the audit
quality and audit service only from the auditor’s position or regulatory bodies
(internal or external to the auditor). At the same time, the degree of satisfaction of
both the client and the users of accounting (financial) statements information with
the audit results is not taken into account. However, it is the degree of satisfaction
of the client and other consumers of financial reporting information that gives the
initial assessment of the audit quality.

2. Empirical study. Over the past 15 years, the author of the proposed study,
in the course of carrying out professional audit activities, conducted a survey of
the opinions of heads of organizations and chief accountants of more than 700
organizations of all forms of ownership and various sectors of the economy (except
for banks andinsurance entities), as well as fellow auditors (individual entrepreneurs
and in the staff of audit firms) on certain issues of their understanding of audit
quality.

As a result, the following data were obtained on 7 key audit quality issues:

Table 1 — Answers to the question: Do you have an idea of the audit legislation
and the rules of auditing?

Answer Executives (%) Chief accountants (%) Auditors (%)
Yes 1.5 67.2 100.0
No 98.5 32.8 -

100.0 100.0 100.0
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So, the managers are practically not familiar with audit legislation, and the
accountants’ presentation about this is insufficient.

Table 2 — Answers to the question: Do you know in general what audit
documentation is?

Answer Executives (%) Chief accountants (%) Auditors (%)
Yes 1.0 85.5 100.0
No 99.0 14.5 -
100.0 100.0 100.0

During the audit, accountants provide all the necessary information to form
working documents at the request of auditors, but as for the CEO, the term of audit
documentation itself is a novelty.

Table 3 — Answers to the question: Do you agree that the auditor’s report
and written representations of audit results should disclose all significant

shortcomings in the company’s activities?

Answer Executives (%) Chief accountants (%) Auditors (%)
Yes 15.2 13 95.3
No 84.8 98.7 4.7
100.0 100.0 100.0

Undoubtedly, chief accountants and CEOs are not interested in presenting all
the shortcomings in the company’s activities in written form. Especially, when the
owner or head of the audited entity is ready to take the most severe measures of
influence (up to and including dismissal) against executives and chief accountants
based on the audit results. Besides, auditors sometimes prefer to bring such
information "in the form of verbal communication”, which is not a written
representation of audit information, with the subsequent provision by the audited
entity of data on the adjustments made. The latter is due to the unwillingness to
lose the client in the case of presenting such "frank" information about the real
state of affairs of the auditing entity (Table 4).

There is no doubt that both the CEO and the chief accountants prefer the
unmodified auditor’s opinion on the financial statements of the auditee. However,
auditors are afraid to express such opinions (fearing possible consequences from
the Ministry of Finance of the Republic of Belarus and the Auditor’s Chamber in the
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form of accusations of insufficient arguments in the working documents for issuing
such conclusions), preferring mainly the modified opinion (an adverse opinion)
option (Table 5).

Table 4 — Answers to the question: What type of auditor’s opinion on the
entity financial reporting suits you (your staff)? (multiple answers are possible)

E ti Chief tant
Answer xet(:;,)lves € at;;:)un ants Auditors (%)
unmodified auditor’s opinion 100.0 100.0 4.4
modified ETlfdltor s (?pmlon 50 10 95.6
(a qualified opinion)
modified auditor s O.pInIOI"I 0 0 4.7
(an adverse opinion)
disclai Y,
a disc alme.r f)faudltors 0 0 15
opinion

Table 5 — Answers to the question*: Do you think that the availability of the
auditor’s working documentation does not affect the information security of
your enterprise?

Answer Executives (%) Chief accountants (%) Auditors (%)
Yes 15.2 13 75.3
No 84.8 98.7 24.7
100.0 100.0 100.0

*The client came to this point of view after a short friendly dialogue of the
auditor with the manager and the chief accountant about the need for working
documents for the auditor’s and the composition of the information provided for
the preparation of such documents by the client.

There is a real possibility of seizure of the working documents of the auditor
by various state bodies in accordance with the current legislation in Belarus.
Therefore, there is a risk of falling into the “bad hands” of working documents,
which leads to great doubts about the reliability of the information security system
among auditors from the point of view of executives and chief accountants. And
some of the auditors also have similar doubts.
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Table 6 — Answers to the question: Do you think that the availability of working
documents is the most important tool for defending the auditor’s position in
litigation on the quality of audit in economic courts?

Answer Executives Chief accountants Auditors
(%) (%) (%)
Auditor’s opinion (type) 100.0 100.0 100.0
Written re.presenta.‘nons of audit 92.0 95.0 100.0
information
A jat Itati duri
ppropriate consu .a ion during 100.0 100.0 100.0
the audit
Relevant tax advice 100.0 100.0 100.0
Checking the corr.ectness of tax 100.0 100.0 100.0
calculations
Solving some complex problems
of business activities 100.0 100.0 35.5
(after the reporting period)
Auditor’s documentation 10.0 16.0 100.0

So, most auditors consider the availability of working documentation as their
main argument in the event of disputes in economic courts over damage caused to
a client by a poor-quality audit, while directors and chief accountants rely on the
arguments in disputes (About working documents under ISAs see more in [11]).

Table 7 — Answer to the question: What, in your opinion, characterizes the

audit quality to a greater extent? (multiple answers are possible)

Answer Executives Chief accountants Auditors
(%) (%) (%)
1 2 3 4
Auditor’s opinion (type) 100.0 100.0 100.0
Written re!:)resentapons of audit 92.0 95.0 100.0
information
Appropriate consuI'Fatlon during 100.0 100.0 100.0
the audit
Relevant tax advice 100.0 100.0 100.0
Checking the corr.ectness of tax 100.0 100.0 100.0
calculations
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End of table 7

1 2 3 4
Solving some complex problems
of business activities 100.0 100.0 35.5
(after the reporting period)
Auditor’s documentation 10.0 16.0 100.0

AsyoucanseefromTable 7, for CEOs and chief accountants, audit documentation
as proof of the audit quality is generally not attractive. They are more interested in
the auditor’s report, written representations of audit information, etc., professional
auditor’s services. Well, as for the auditor, the audit documentation is above all.

Conclusions.

General conclusion: The concept of audit quality for the client and the auditor
is somewhat different. If the client is interested in the actually performed actions
to conduct the audit, embodied in a documentary form (audit report, written
representations of audit information), then for the auditor his/her documentation
as the basis for justifying the quality of the audit is above all.

Thus, one more additional conclusion can be made that only the client is
interested in the fact of the presence of the working documentation of the auditor
only from the point of view of the potential for information leakage to other parties,
primarily to the Regulatory and law enforcement agencies. Well, for the auditor,
working documentation is the hallowed principle, it is something that can be
fought off both in economic courts and during external controlling of audit quality
by the Ministry of Finance of the Republic of Belarus and the Auditor’s Chamber.
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