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Based on Article 45 of the Law on Accounting and Auditing of Republic of Srpska ( " Official Gazette of Republic of Srpska" no. 36 / 09 and 52 /11),  IFAC`s SMO – Quality Control and Article 43 of Statute of Association of Accountants and Auditors of Republic of Srpska (last clarified text, br. 130 / 12 on February 28th 2012), AAARS Managing Board at its session held on November 30th 2012 establishes:
STANDARDS ACT ON QUALITY CONTROL IN ACCOUNTING AND AUDITING PROFESSION IN REPUBLIC OF SRPSKA
I – GENERAL PROVISIONS

Article 1

This Standards Act regulates the procedure and implementation of quality control that Association of Accountants and Auditors of Republic of Srpska (hereinafter AAARS) performs over work of certified auditors, certified accountants, certified accounting tehnicians, audit companies and companies for performing accounting services (hereinafter control subjects); jurisdiction and procedures of Commission for monitoring, implementation and implementation control in the field of accounting and auditing and persons authorized to implement control, as well as the procedure of disciplinary measures for irregularities in the operations of control subjects.
Article 2

AAARS implements quality control over control subjects in accordance with this Standards Act to determine if these subjects operate and carry out professional activities in accordance with the Law on Accounting and Auditing of Republic of Srpska, bylaws and professional regulations of accounting and auditing that are applied in Republic of Srpska, and which include International Accounting Standards (IAS), International Financial Reporting Standards (IFRS), International Financial Reporting Standards for Small and Medium Entitites ( IFRS for SMEs), International Standards on Auditing and Quality Control (ISA), International Accounting Standards for the Public Sector (IPSAS), Code of Ethics for Professional Accountants and the accompanying instructions, explanations and guidelines issued by the International Accounting Standards Board  (IASB) and all accompanying instructions, explanations and guidelines of the International Federation of Accountants (IFAC) as well as the accounting profession acts issued by the AAARS Managing Board.
Article 3

By irregularities in the operations of control subjects in terms of this Standard Acts shall be deemed inconsistent implementation of regulations in the field of accounting and auditing in the preceding article which endangers purposefulness and legality in performing accounting and auditing profession.
II – JURISDICTION AND PROCEDURES OF COMMISSION AND SUPERVISORS  IN THE IMPLEMENTATION OF CONTROL
Article 4
Quality control of control subjects` work is performed by the AAARS through the Commission for monitoring, implementation and implementation control of regulations in the field of accounting and auditing (hereinafter referred to as the Commission).
The Commission consists of five members (representatives of AAARS, regulators and other interested parties).
Based on the established criteria, the members of the Commission are appointed by the AAARS Managing Board for a period of four years, with the right of reappointment for another term.
The Commission elects the President of the Commission and adopts the Rules of Procedure on the Commission activities.
Members of the Commission are entitled to compensation, as determined by the AAARS Managing Board.
The funds for the Commission`s work will be provided by AAARS.
Article 5

The Commission will establish the guidelines with accompanying instructions which will require from control subjects to implement a quality control system in accordance with the basic principles and procedures determined by the standards of quality control.
The Commission is obliged to provide assistance to members, in order to enable them to:
1) Understand the objectives of quality control

2) Implement and maintain an adequate system of quality control.

Article 6
In the process of  performing quality control over control subjects` work, the Commission performs the following tasks:
1. Adopts the procedures to monitor the implementation of regulations in the field of accounting and auditing.
2. Establishes work quality criteria ( perfomance of accounting and auditing) of control subjects, in accordance with professional standards, EU directives and recommendations of the European Commission.
3. Establishes documentation basis for quality performance of quality control, based on which control subjects are obliged to submit specific data requested by the Commission.
4. Reviews each case based on the application regarding violations of quality criteria in perfoming professional acitivity of the control subjects, determines the type of quality violation and recommends to Court of Honors to initiate the procedure.
5. By persons from the Association and / or by engaging external associates ( supervisor) performs quality control over control subjects` work.
6. determines the plan and the program of implementation of quality control over control subjects` work – individuals and legal entities, which is adopted by the AAARS Managing Board, so that in six year period all certified auditors / audit firms will be the  subjects of control, and in a three year period auditors / audit firms which perform audit of public sector entities.
7. performs other tasks related to quality control of control subjects at the request of Ministry of Finance of Republic of Srpska and AAARS Managing Board.
III – PROCEDURE AND MANNER OF IMPLEMENTATION OF QUALITY CONTROL
1. SUBJECT AND SCOPE OF CONTROL
Article 7

The subjects of quality control are certified auditors, certified accountants, certified accounting tehnicians, audit firms and companies for performing accounting services. 
When the subject of quality control, i.e. control subject, is a legal entity, quality control will be designed to provide reasonable assurance that the control subject, i.e. legal entity, has adopted an adequate system of quality control for its work related to performance of professional services and that it adheres to the system as such, and that control subjects i.e. legal entities and engagement teams have adhered to professional standards and regulatory and legal requirements in the performance of professional services.
When the subject of quality control, i.e. control subject, is an individual, quality control should provide reasonable assurance that the control subject, i.e. an individual, is subjected to adequate system of quality control relating to the affairs of the profession and that it adheres to the system as such, and that the control subject, i.e. individual,  adhered to professional regulations (standards) and implemented the Law on Accounting and Auditing and other regulations in this field during performance of professional services.
The Commission carries out the verification of quality control in the scope necessary to determine the facts and the evidence for making a documented review on the proper operations of audit companies and agencies for performing accounting services.
The Commission, based on a sample, performs the  announced control of professional services perfomance of one or more control subjects of the individuals employed or engaged by contract in control subjects of legal entities, by analyzing one or more subjects.
2. MANNER OF PERFORMING CONTROL

Article 8
Quality control of control subjects is performed by:

1. regular control
2. continuous control

3. exceptional control, under special report.
Article 9
Quality control of control subjects is performed by supervisors.
Supervisor is a person who possesses the appropriate professional degree and relevant experience in the field of statutory audit and financial reporting, as well as proper training in the implementation of quality control.
AAARS Managing Board determines the list of supervisors.
Selection of candidates for a single quality control engagement from the paragraph 3 is determined by the Commission.
Selection is made in accordance with the prescribed procedure to prevent any conflict of interest between the supervisor and statutory auditor or audit firm that is the subject of control.
Supervisor has a right to compensation, which is determined by the Commission based on general rules of AAARS.

Regular control: 

Article 10

Regular control is a review and a control of original documentation of control subject to verify the control of their work.
Regular control of subject quality control is performed by supervisors  under the auhority of the Commission President and in accordance with the annual control plan.
                                                             Article 11
Regular control is carried out by applying a unique methodology consisted of:

1. order for control
2. control preparation

3. control notice

4. procedure of quality control

5. minutes design on the control findings
6. adopting measures

                                                          Article 12
Order for regular control is issued and signed by the Commission President or authorized person, and includes:

1. full name of the Commission

2. date of the order issuance

3. subject and period of control
4. appointment of supervisors

5. location of the direct control
Article 13
Control preparation includes professional preparation and design of supervisors` control plan that are directly linked to the subject matter and control subject.
Program and plan of subject`s quality control is determined after adjustment with the plan and program of public oversight of quality control of Ministry of Finance.

Article 14

Commission informs the control subject on the scope and content of control at least 15 days prior to regular control.
Commission adopts and publishes annual control plan on the AAARS website.
Besides annual quality control program, control can be performed outside the published program, if the need occurs. Decision on this is made by the Commission.
Article 15

Quality control procedures should be based on the guidelines, issued and published by the Commission.

The procedures perfomed within the quality control should include:
1. evaluation of the established quality control system of professional related activities
2. review of the  quality control policies and procedures and work documentation review to evaluate:
· functioning and compliance of quality control system

· compliance with professional standards and applicable regulatory and legal requirements in the performance of professional activities.
Within the assignment, supervisor can without limitation review original documentation related to control subject`s operations in performing professional activities.
Review of the work documentation should include assessment of:
1. existence and efficiency of quality control system implemented by the control subject, as well as the assessment of performed activities
2. compliance of professional standards and applicable regulatory and legal requirements

3. is there sufficient appropriate evidence documented in work documentation
4. do accounting and audit reports match the circumstances.
In the case of need for extention of quality control order, advisor can propose its extension and ask for the additional authority from the Commission President.
Supervisor and the persons familiar with the control process are required to keep the knowledge and information from the control as a business secret.
Article 16

Control subject is required to provide the conditions for smooth implementation of control for the supervisor, and at their request provide access to original documents and their control, review of the accounting and audit reports and documentation that served as a basis for these reports, as well as the review of other documentation and required records. At the request of the supervisor, subject control is obliged to provide expert and technical assistance, necessary clarification and provide implementation control at their premises.
Article 17

After implemented control, the minutes is compiled, i.e. report of quality control is delivered to the subject control.
The minutes states: infomation on the control subject, basis for the initiation of control, subject of control, period of the control, finding which contains a detailed description of facts regarding the subject of control, sources on the basis of which the facts and other relevant data are determined; opinion which contains legal qualification of perceived illegal findings and  / or irregularities in relation to specific regulation. Minutes shall be made in three copies, one of which is delivered to the control subject.
Report on the implemented quality control procedures are regulary submitted to the Ministry of Finance at the end of calendar year.
Control subject has the right to file a complaint on the delivered minutes within 15 days of receiving the report.
Commission will decide on the complaint within 30 days of receiving the complaint.
Continuous control:
Article 18

Continuous control over control subject`s work is a procedure of verification of work quality by analysis of data and documentation obtained at the specific request of the Commission, as well as data and information from other sources.
Article 19

Continuous control over control subject`s work by the analysis of financial and audit reports and other documentation submitted at the request of Commission is performed by expert associate fully employed at the AAARS.
Expert associate during continuous control:

1. determines whether the required reports and other submitted data are delivered in timely manner in prescribed form.
2. determines whether the amounts of items in submitted reports or other required data are correct.
Article 20

On the noticed irregularities in the operations of control subject during continuous control, minutes is compiled by the  expert associate from the AAARS.
Minutes on the findings and implementation of the measures to eliminate the irregularities found during continuous control is designed and implemented as in the case of regular control.

Article 21

Exceptional control:
Exceptional control is a quality control over certain specified cases by the special request of the Ministry of Finance and other interested stakeholders. Control is performed by the supervisors under the authority of the Commission. The subject control is not planned in the annual plan and is only taken in the exceptional circumstances.
3. CONTROL MEASURES

Article 22
If during control implementation supervisor determines irregularities, Commission could take the following measures:
1. issue an order for the elimination of irregularities
2. determine the additional measures required for the elimination of irregularities
3. initiate disciplinary procedure.
Article 23

Commission issues an order to eliminate determined irregularities at the control subject:
1. If violation occurs in the performance of professional activities regulated by standards and other regulations
2. Failure in compliance with the Code of Ethics
3. and in other cases.

An order from the paragraph 1 should be made no later than 30 days after the deadline for expressing objections to the findings of the minutes.
In accordance with the aforementioned the deadline for the execution of prescribed actions and mandatory delivery of evidence of the elimination of irregularities will be defined depending on its nature.
On order from paragraph 1 of this article can be filed a written complaint within 15 days of its receipt.
AAARS Managing Board should decide on the complaint  within 30 days of its receipt.

The decision of the Board is final.

Article 24
By additional measures, the Commission orders to control subject :
1.to improve procedures of the internal control system of quality control in performing professional activities
2. to improve internal control procedures  over treatment of confidential information
3. other measures necessary for the proper implementation of regulations in the field of accounting and auditing.
If during regular control, supervisor notices irregularites that need to be eliminated immediately or take action to eliminate them, Commission on the suggestions of a supervisor issues an order which directs the measures to eliminate irregularities.
Article 25
When the supervisor during regular control notices the existence of acts or offenses that are punishable by law, the Commission will notify appropriate authority.
Article 26

If the control subjects fail to comply with the order, the Commission will initiate disciplinary proceedings.
Article 27

The initiation of disciplinary proceedings shall be decided by the Commission decision which contains a description of the facts, conduct or circumstances which led to the disciplinary proceedings, stating the evidence on which to initiate the procedure and grounds for the decision.
Article 28

Disciplinary proceedings shall be conducted in accordance with the Regulations on disciplinary procedures for the implementation of Code of Ethics. A report on each conducted disciplinary proceeding shall be submitted to the Ministry of Finance.
Article 29

In order to ensure the oversight over the process of quality control, all the collected documentation, analysis, minutes and other working papers of the control subject make a separate file that is kept at the Association for at least six years from the date of control.
IV – FINAL PROVISIONS
Article 30

With the adoption of this Standards Act, ceases the implementation of the AAARS Standards Act on the quality control, No 234-1/10 from the April 28th 2010.
Amendments to the Standards Act shall be made according to the procedure that was adopted in the original text.
Article 31
This Standards Act shall enter into force on the eight day of its publication in the AAARS Bulletin.
AAARS Managing Board President

Dragan Mikerevic,PhD
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