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SMOs Applicability Framework



SMO1-Quality Assurance (QA)

PAO Requirements

• Establish a mandatory QA review system for firms performing audits review, other assurance,
and related services engagements, prioritising audits of public interest entities.

• Promote adoption and implementation of ISQM 1 and other IAASB standards on quality
management.

• Assist firms with:

• Understanding and implementing systems of quality management.

• Providing CPD programs and training, including guidance on risk-based quality management.

• Facilitating voluntary independent assessments of firms’ quality management systems.

• Ensure proper scope and design of QA systems, including:

• Criteria for selecting engagements to review.

• Guidelines for review teams and procedures.

• Confidentiality and reporting mechanisms



SMO1-Quality Assurance (QA) Cont’d

• When responsibility is shared with independent regulator
• An external body (e.g., audit oversight board) is responsible for QA of certain firms (e.g.,

public interest entity auditors), the PAO must:
• Coordinate to avoid overlap.

• Cooperate and share information with the oversight body.

• Support QA systems for firms under their remit (e.g., non-PIE auditors).

• Best endeavours
• If the PAO has no or only partial responsibility

• Encourage the responsible body to follow SMO 1.

• Support implementation as appropriate.



SMO 6 – Investigation and Discipline (I&D)

PAO Requirements

• Ensure existence and operation of an I&D mechanism for professional
misconduct.

• The system must:
• Be fair, transparent, and follow due process.

• Address complaints effectively.

• Impose appropriate sanctions for violations.

• Include mechanisms for:
• Receiving and investigating complaints.

• Enforcing disciplinary actions.

• Reporting and reviewing outcomes.



SMO 6 – Investigation and Discipline (I&D) Cont’d

• PAOs must regularly review effectiveness of the I&D system.

• When responsibility is shared with independent regulator
• If a public authority or regulator handles I&D, the PAO must:

• Support enforcement efforts.

• Encourage compliance with international best practices.

• Use best endeavours to ensure standards are applied.



Questions and 
Answers
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