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I]

PEER REVIEW (PEQ Nov O7)|short note on peer review

Peer review came into existence in March 2002. It is conducted to assure that the professlon.als

strive best to ensure that hi.gh.est standard and profess'LorLal di.gni.tg are observed bg all

PRACTICINQ members ren.der'LrLg Au.d'Lti.n.g and Attestation services. The concept of peer

review is quite old. A competent professi.onal alwags thinks that there is a scope for Lmprovement

in his performance. Natarallg, the source of Lmprovement can be another professi.on.al from his

own fLeld. We very ofterL come across stories of professi.on.al rivalries and secretive practices.

However, there has not been a dearth of well meaning professi.onals in di.fferen.t flelds. who

have stron.glg felt that the professlon.al work done bg them should be reviewed bg somebodg

else who is equ.allg knowledgeable. What is expected. Ln. a peer review is much begon.d s'mele

discussion or sh.ar'Ln.g of views. It is shar'Ln.g of complete i.nformati.on and documentation &

subjecting to oneself to independent scrutiny regarding professional work. This has always

been an 'meortant method of knowledge gather'mg and competen.ce 'merovement. Practical

examples of peer review are generallg seen in the fi.eld of education and medicine although.

theg are referred to dlfferentlg. The Statement on Peer Review shall be deemed to be a guldel'me

of the Council under clause (1) of Part II of Second Schedule to the Act and it is obllgatorg

for the Practice Unit to complg with the prov'Ls'Lons contained in this Statement.

< AS PER THE STATEMENT OF PEER REVIEW, "PEER REVIEW" MEANS

e An examination & review of the systems & procedu.res

e To determine whether th.eg have been put in place bg the practice unit

e For en.su.r'LrLg the qualltg of assurance services

o As en.v'Lsaged & 'melled/mandated bg Profess'Lon.al, Ethical & Technical (PET) Standards

& whether these were effect'Lve or not du,r'Ln.g per'Lod under review.

Note: -

1. | "Peer"-A person of similar standing
2. | "Review"-Conduct of re- examination or retrospective evaluation of subject matter.

"Peer review"'-Review of work done by professional, by another professional of similar standing.
3. | "Reviewer'-Member duly approved & empanelled by Board on fulfilling the qualifications

prescrlbed for a Reviewer as per gui.del'Ln.e 26 of gu.ideli.nes, 2022

4. "Practice unit"-Members in pract'Lce, whether pract'Lci.rLg Ln.d'wlduallg or fi,rm of CA
5. "Board"- Constituted bl_.j the council in terms of guldeli.n.es from time to time
6. "Branch Peer Reviewer" — means a Reviewer appoi.nted to conduct the Peer Review of the Branch of

a Practice Unit. The qu.ali,f'Lcat'Lons and other obli,gati.on.s and duttes of the Branch Peer Reviewer

shall be the same as that of the Reviewer [sub-clause 5 of clause 2 of Peer Review gui.deli,nes,

2022]"
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7. | "New Unit - means a firm whose date of establishment is less than 12 months immediately
preceding the date of receipt of application of Peer Review and which may or may not have
rendered any assurance service during the said period or a Practice Unit in existence for a period
exceeding 12 months but not rendering any assurance services. [sub-clause 12 of clause 2 of Peer
Review Guidelines, 2022]"

IT] | SCOPE OF PEER REVIEW (PEQ Nov 08/18 RTP May 1)

1) Compl’tance with Technical, Profess'Lonal and Ethical Standards

2) Qualitg of reporting

3) | Systems and procedures for carrying out assurance services.

4) Self—evaluation under Audit Qualitg Maturity Model or any other guid.eli.ne issued bg the
Centre for Audit Quality"

5) Training programmes for staff ('anludi.ng articled and audit assistants) concerned with

assurance functions, i.ncluding a.va.'Llab'Ll'Ltg of appropriate infrastructure

6)

Compliance with directions and / or guidel’mes issued bg the Council to the Members,

'mclu.d'mg Fees to be charged., Number of audits undertaken, register for Assurance Engagements

conducted d.ur'mg the year and such other related records

7)

Compl’tance with directions and / or gu.'td.el.'mes issued bg the Council in rela.t'mg to

article assistants and / or audit assistants, 'Ln.clu.d.'Ln.g attendance reg'Lster, work diaries, st'Lpen.d

payments, and such other related records.

Objectives of peer review

1
[ \
comply with Technical, Professional and Ethical have in place proper systems
Standards as applicable including Audit Quality including documentation thereof,
Maturity Model wherever applicable or any other to amply demonstrate the quality
requlatory requirements as may be prescribed by the of the assurance services.
Council or any Comm.ittee and”

| )

Thus, the primary objective of peer review is not to fi,nd. out def'Lc'LerLc'Les but to

improve the quality of services rendered by members of the profession.

1) Technical professional and ethical standards includes — (PEQ May 13)(RTP May 19, 18 - Short note)

a. Accounting Standards issued bg ICAI that are a.pplica.ble for entities other

than companies under the Companies Act, 2013.

b. Accounting Standards prescri.bed. under section 133 of the Companies Act, 2013 bi_.j the
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Central government based on the recommendation of ICAI and in consultation with

the National Financial Reporting Authority (NFRA) and notified as Accounting

Standards Rules 2006, as amended from to time.

¢. Indian Accounting Standards prescri.bed. under section 133 of the Companies Act 2013

bg the Central governrnent based on the recommendation of ICAI and in consultation

with NFRA and noti.fi.ed. as Companies (Indian Accounting Standards) Rules, 2015,

as amended from. time to time.

d.Standards issued by the Institute of Chartered Accountants of India including-

A
4 y
En'qa'qemen't and Qu'a-l'l'tl“l Statements Standards on Internal Audit
Control Standards $ v

gu[del[nes/ Not[f[cat[ons / Directions /

guidance notes

Announcements / Pronouncements / Profess[onal

Standards issued from. time to time b_t/ the Council or

any of its Commyittees

e. Framework for the preparation and presentation of fi.nanc'La.l statements, Preface to the

Standards on Qu,ali.tg Control, Aud.'Lt'Lng, Review, Other Assurance and Related

Services and Framework for Assurance engagements.

f. Provisions of the relevant statutes and/or rules or regu,lations which are appl’LcabLe

in the context of the spec'Lfi.c engagements be'Lng reviewed 'anlu.d'Lng tnstructions,

gu.'Ld.el'Lnes, not'Lf'Lca.t'Lons, directions issued bg regu.la.torg bodies as covered in the scope

Of assurance engagements.

g Ang other Technical, Profess'Lona.l, Ethical Standards and other Standards issued bg any

au.thori.tg govern'tng the profess'Lon of Chartered Accou.nta.ncg.

2) General controls at PU are as follows - (Key Code - ISCAS)

PU - Pra.cti.ci.ng Unit

I- Independence - policg/ monitor

S - Maintenance of profess'tona.l skill and standards

C - Consultations

A - off'Lce Administration controls

S - Sta.ff recruttment/ superv'Ls'Lon

Note:

1) Thus, The primary objective of peer review is not to f'Lnd. d.efi,ci.enc'Les but to Lmprove

quality of service

2) Reviewer may select assurance engagement conducted by Practice unit within previous 3

years onl.g.

Audit IR
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II1]

ASSURANCE ENGAGEMENT SHALL NOT INCLUDE((PEQ Nov 17/May 14 RTP Nov 16)

1. Provi.di.n.g expert opinions on Accounting Standards (AS), a.ppl.ica.bil.itg of laws, etc.

Compi.l.a.ti.on. of Accounts.

Information other than Financial Statements.

AW N

Engagem.en.ts to prepare Tax Returns, or a.d.v'Ls'LrLg clients in Tax matters, represent'LrLg

before various authorities.

N\a.n.a.gement Con.sultancg Engagements.

Test'Lfg'LrLg as an expert witness.

Engagement for due diligence. JAN 21]

© NN WU,

Ang other service rendered, or functlon performed bl_.] pract'Lt'LorLer not prescrlbed bg the

Council to be ‘Assurance Engagement

1v] | ELIGIBILITY OF REVIEWER|(PEQ May 19, 18)
1] A Peer Reviewer shall: -
a) | » Shall be a member in practice
o 7 years of assurance practice experience
b) | In case a member has moved from industry to practice and is currently in practice
o An experience of at least 10 years in industry and
o At least 3 years' experience in practice
ELIGIBILITY
f : \
In practice Move from to industry to practice -
7 years of assurance 10 years industry
practice experience +
3 years in practice
¢) | Should have undergone the requisite training and cleared the requisite test for Peer Review as
prescribed by the Board.
2] A member on being appointed as a Reviewer shall be required to -
a) | Furnish a declaration as prescribed bg the Board, at the time of Empan.elment as a peer review
b) | Sign. a Declaration of Confidentiality as per Form A to this Statement.

> Confid.entiali.tg

All persons govemed. bg the secrecy provisions:
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e shall at all times preserve and aid in preserv'Lng secrecy with regard. to any matter ari.si.ng

in the performance or in ass'Lst'Lng in the performance of any fu.nct'Lon, dLrectlg or i.nd_'Lrectlg

related to the process and conduct of Peer Reviews;

e "A Declaration of Conf'Ld.ent'Lal.'Ltg (Form. 4) shall be signed. bg all members of the Board

and the Board's Secretariat.”

3] A member shall not be el'Lg'Lble for being appo'Lnted as a Reviewer, 'Lf -

a) | Any disciplinary action/proceeding is pending against him

b) | He has been found guilty of professional or other misconduct by the Council or the Board of

D'Lsci.pl.'Lne or the Di.sc'Lpl.'Lnarg Committee at any time.

c) | He has been convicted by a competent court whether within or outside India, of an offence

'anolv'Lng moral tu.rp'Ltu.d.e and puni.sh.abl.e with imprisonment

d) | He or his partners or personnel has any obligation or conflict of interest in the Practice Unit.

e) | He has undergone training/articleship under any of the partner of Practice Unit.

4] | A Reviewer shall not accept any professional assignment from the Practice Unit for

a perLod 2 years from the date of appointment. Further, he should not have accepted any

professLonal assignment from the Practice Unit for a per’Lod of two years before the date of

Appointment as review of that Practice Unit. (Le +2/-2 years)

Note:

1) Reviewer can take help of onlg 1 Assistant, who is a CA and is not d.'quual'Lfi.ed. u/s 8

or 21 of CA Act 1949 and such assistant must declare confi.d.ent'LaL

2) He shall have no direct interface either with the practice unit or the Board. Further the

person chosen for ass'Lsthg the reviewer shall be from the fer of the reviewer as a

partner or pa'Ld. assistant as per the records of ICAL

V] | PEER REVIEW BOARD

1. CONSTITUTION 2. APPOINTMENT

e Constituted bg the Council.

e Council may nominate members-

e Consist of minimum 6

from outside bodies & amongst prom'Lnent

e Maximum 12 members Not less than

individuals of h'Lgh integrity & reputation.

50% shall be members of Council.

e Council shall appoint Chairman & Vice-

Chairman frorn Council members.

3. TIME, PERIOD, PLACE AND

QUORUM OF MEETINGS AS WELL AS

4. CASUAL VACANCY

PROCEDURE FOR TRANSACTION OF

e Casual vacancies shall be f'Llled bg the Council.

BUSINESS

shall be governed bg the Chartered

Audit IR
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Accountants Regulation., 1988

6. REPORTING

e Board shall submit a report to Council prior to the date of every meeting of the Council.

VI]

APPLICABILITY OF PEER REVIEW (Probable MCQ)

! ' }

I Mandatorg - Peer IT) Volunt ary - Any _ I1I) Special Case - The Board, based on

Review can be mandated | specific information recelved from. Secretary,

Practice Unit may, suo

for such Practice Units 1 ICAI or D'Lsc'Lpl'Lrw.rg directorate or any other [—

. | motu, appl.g to the
as may be decided by | Board for the conduct | Regulator, which in the opinion of the —

the Council. Or, | Board requires a special Peer Review of the |

| of its Peer Review. Or,

Practice Unit, may conduct a speci.a.l Peer

Also, it was cl.a_r'Lf'Led. that h.old.'mg a valid Peer Review of the Practice Ulnit for such a period

Review certificate by Practice Units should be a determined by the Board.

prerequ.isite for und.ertaki.n.g audit of all entities

falling under phase I; IT; ITI and IV of the mandate from respective dates of mandate becoming

operat'we.

Accordinglg, the Peer Review Mandate, has made 4 stages:

Phase I. Date from which Peer Review is Mandatorg - 1st Apr'Ll 2022

Practice Units which propose to undertake Sta.tutorg Audit of enterpr'Lses whose equ.i.tg or debt

securities are listed in India or abroad as d.ef'med under SEBI (L'Lst'mg Obli.ga.t'LorLs and

Disclosure Requirements) Regu.l.a.tions, 2015: For these Practice Units, there is a pre-requisite of

ha.v'Ln.g Peer Review Cert'Lf'Lca.te.

Phase IT: Date from which Peer Review is Mandatory - Ist July 2023

Practice Units which propose to undertake Statutory Audit of unlisted pu.bl'Lc compan.ies ha.vi.ng

. pa.'Ld.—up ca.p'Lta.l. of not less than rupees fi.ve hundred crores or

. ha.v'mg annual turnover of not less than rupees one thousand crores or

. ha.v'mg, in aggregate, outsta.nd.'mg loans, debentures and depos'Lts of not less than rupees

fi.ve hundred crores as on the 31st March of i,mmed.'La.teLl_,J precedi.ng fi,na.nci,al year: For

these Practice Units, there is a pre- requ.'Ls'Lte of ha.v'mg Peer Review Cert'Lf'Lcate.

OR

Practice Units render'mg attestation services and ha.ving 5 or more partners: For these Practice

Units, there is a pre-requ.'Lsi.te of hav'mg Peer Review Cert'Lf'Lca.te before accept'mg any Statutorg

audit.

Phase III: Date from which Peer Review is Mand.atorg - Ist Apr'Ll 2024

Practice Units which propose to undertake the Sta.tu.torg Audit of entities which have raised

fu.nd_s from public or banks or f'manc'w.l institutions of over F'Lftg Crores rupees d_u.r'mg the period
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under review or of angbodg corporate i.ncl.u.di.n.g trusts which are covered under publ.i.c interest

entities: For these Practice Units, there is a pre-requisite of h.a.vi.ng Peer Review Cert'Lfi.ca.te.

OR

Practice Units ren.der'Ln.g attestation services and h.a.vi.n.g 4 or more partners: For these Practice

Units, there is a pre-requisite of h.av'Ln.g Peer Review Certi.fi.ca.te before accepting any Sta.tutorg

audit

Phase IV: Date from which Peer Review is Mandatory - 1st April 2025

Practice Units which propose to undertake audits of branches of Public Sector banks: For these

Practice Units, there is a pre—requ.i.si.te of hav'LrLg Peer Review Cert'Lf'Lca.te.

OR

Practice Units render'mg attestation services and ha.v'mg 3 or more partners: For these Practice

Units, there is a pre—requ.'Ls'Lte of hav'mg Peer Review Cert'Lchate before accept'mg any Sta.tutorg

audit.

Thus, at each phase, before undertak'mg statutory audit, the concerned Practice Unit should

possess Peer Review Certichate.

i)

Examples: (most 'meorta,nt)

For the Practice Units, from 1st Apr'Ll., 2023, there is a pre-requisite of ha.v'mg Peer Review
Certificate for undertaking Statutory Audit of unlisted public companies having paid-up
capital of not less than rupees five hundred crores or having annual turnover of not less than
rupees one thousand crores or having, in aggregate, outstanding loans, debentures and deposits
of not less than rupees five hundred crores as on the 31st March of immediately preceding
financial year or

From. 1st April, 2024, Practice Units rendering attestation services and having 4 or more partners
should have a Peer Review Certificate before undertaking any statutory audit.

On the date, Peer Review becoming mandatory for a Practice Unit, if it is in possession of Peer
Review Certificate, there is no need of once again subjecting the Practice Unit to Peer Review, till
conclusion of the validity period of the said Certificate. It is necessary for such a Practice Unit
to possess a new Peer Review Certificate on conclusion of validity of Peer Review Certificate that

was available at the time Peer Review becom'mg manda.torg.”

VII]

OBLIGATIONS OF THE PRACTICE UNIT | (Dec 21)

Any Practice Unit, in addition to the prescri,bed 'Lnforma.t'Lon to be furni,sh.ed 'Ln.cl.u.d.'mg the

questionnaire, statements and such other pa.rti,cu.l.a.rs as the Board may deem fit, shall

comply with the following:

(i) Produce to the Reviewer or allow access to, any record, document or prescribed register

maintained bg the Practice Unit or any other record or document which is of a class or
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d.escri.pti.on. SO spec'LfLed., and which is in the possess'Lon. or under the control of the

Practice Unit.

(it) Provide to the Reviewer such explanation or further particulars/information in

respect of anything produced in compliance with a requirement under sub clause (1)

Above, as the Reviewer shall spec'Lfg.

(iil) Provide to the Reviewer all assistance in connection with Peer Review;

(iv) Where any information or matter relevant to a Practice Unit is recorded otherwise

than in a legible form, the Practice Unit shall prov'Lde and present to the Reviewer a

reprod_u.cti.on of any such 'Lnformation or matter, or of the relevant part of itin a

Legi.ble form, with a translation in Engl'Lsh or Hindyi, i.f the matter is tn any other

language, responsible and if such translation is requested. for bg the Reviewer. The

Practice Unit shall be and accountable for the accuracy and tru.thfu.lness of the

Translation so prov'Lded.

VIII]

OBLIGATIONS OF THE PEER REVIEWER

i) The Reviewer shall not take any extracts of the Practice Units clients’ f'Lle or records examined

bg him while condu.cting Peer Review, as a part of his work'mg papers.

il) The Reviewer shall complete the Review within the prescr'Lbed. time fra.me and submit the

report to the Board.

iil) The Reviewer shall document all his work'Ln.g papers and submit a copy of his worki.ng

papers to the Board, if called for bl_,] the Board within 18 months of submission of Review

Report.

IX]

PEER REVIEW PROCESS|(Must be completed within 20 days) (PEQ May 15 RTP Nov 18)

Peer Reyiew Process

¥ ¥ ¥ Nou R 4

Stage 1 Stage 2 Stage 3 Stage 4 Stage 5
2 I 2 ¥ £ : e
"Procedure for || Procedure to be | | Execution Reporting | | Review of report by |
initiating Peer | | followed by the bythe | | the Peer Review -
Review Peer Reviewer Peer Secretariat

STAGE 1: PROCEDURE FOR INITIATING PEER REVIEW

Practice Units which desire to get Peer Reviewed shall make an a.ppl'Lcat'Lon for Peer Review in

the Application cum Questionnaire in Form 1

In case the Peer Review is initiated by the Board, the Application cum Questionnaire in Form 1

Audit IR 15A.9
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should be submitted bg the Practice Unit on the request of the Peer Review Board Secretary

3. | The Application mentioned under clauses 6(1) and 6(2) above received by the Board shall be

dul.g numbered

4. | On receipt of the said Application cum Questionnaire, names of three Reviewers shall be

recommended bl_.j the Board to the Practice Unit within three worki.n.g dags.

5. | The Practice Unit shall select one out of the three reccommended Reviewers and intimate to the

Board within one work'mg d.a.l_.j of receipt of the names.

6. The Board shall appoint the Peer Reviewer selected bg the Practice Unit in accordance with these

guidelines

7. | The Board shall intimate the Reviewer so selected to submit a Declaration of Conf'Ld_erLt'Lal'Ltg in

Form 2 to the Practice Unit within two work'mg d.a.l_.]s from the recei.pt of chotlce of name of the

Reviewer from the Practice Unit.

8. | The Practice Unit shall also provide a copy of the Application cum Questionnaire in Form 1

subm.itted to the Board as per clause 6 (1) or 6(2) above to the Reviewer within two work'mg da.gs

of the a.ppo'mtment of the Reviewer.

> | STAGE 2 PROCEDURE TO BE FOLLOWED BY THE PEER REVIEWER

1. | Before commencement of Peer Review, the Peer Reviewer shall ensure that the Declaration of

conf'Ld.erLt'La,l.i.tg is fum'Lshed. to the Practice Unit and acknowledgemen.t of rece'Lpt thereof is

obtained bg him.

2, | On receiving the Application cum Questionnaire in Form 1 from the Practice Unit, the Peer

Reviewer shall initiate the Peer Review bg 'Ln.t'Lma.t'Ln.g the Practice Unit of proposed. visit and the

proposed samples selected to be kept rea.d.g bg the Practice Unit. The proposed. samples selected

are to be intimated bl_.j the Peer Reviewer in Form 5 prescr'Lbed. bg the Board.

3. | The Reviewer may seek fu.rther/ additional clar'Lchat'LorL in Form 6 from the Practice Unit on

the information furnished/ not furnished by the Practice Unit in the Questionnaire. The

Practice Unit shall prov'Ld.e this additional Lnforma.ti.on to the Reviewer within one work'mg

day.

4 | The Reviewer shall, within two worki.ng d.a.gs of recelving the 'Lnforma.ti.on from the Practice

Unit, select assurance service engagements that he would like to review and intimate the same

to the Practice Unit and the Peer Review Board in Form 5.

5. The Reviewer shall plan for an “on-site review" visit for initial meeting in consultation with

the Practice Unit. The Reviewer shall give the Practice Unit at least two work'mg dags to keep

rea.d.g necessary records of the selected assurance services in Form 5.

6. | The Reviewer and Practice Unit shall mutually co-operate and ensure that the entire review

process is completed. within twenty working days from the date of receipt of application from
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the Practice Unit for be'LrLg Peer Reviewed or from the date of n.oti.fl_.ji.n.g the Practice Unit about

its selection for Review as the case may be.

7. | In case of Peer Review of a New Unit, the Reviewer and Practice Unit shall mutually co-operate
and ensure that the entire review process is completed within seven working days from the date
of receipt of application cum questionnaire from the Practice Unit for being Peer Reviewed"

> STAGE 3: EXECUTION (Also called as onsite review)

1. Peer Review Visits: Peer Review visits will be conducted at the Practice Unit's head office or/and
branch(es) or any other locations. This on-site Review should not extend beyond six working
days based on the size of the Practice Unit.

2. Compliance Review-General Controls: The Reviewer is required to carry out a compliance
Review of the following General Controls for evaluating the degree of reliance to be placed
upon them for effective Review: (Key Code - ISCAS) (PEQ May 16/12 RTP Nov 17)

a. I - Independence*
b. S - Maintenance of Professional Skill and standard.
c. C- Outside Consultation
d. S - Staff Supervision.
e. A - Development and office Administration.
* How to assess of independence Policy of the practicing unit:
e Does the practice unit have a policg to ensure Lndependence, objecti.vi.tg and integrity, on the
part of partners and staff? Who is responsible for this policy?
o Does the practice unit communicate these policies and the expected standards of professional
behaviour to all staff?
e Does the practice unit monitor compliance with policies and procedures relating to
independence?
o Does the practice unit periodically review the practice unit's association with clients to ensure
objectivity and independence?
e How does the practice unit deal with the threats to independence?
3. | Selection of Assurance Service Engagements for Review:
— | The number of assurance service engagements to be reviewed shall depend upon.

e The Standard of qualitg controls generallg preva.'tl'mg;

e The size and nature of assurance service engagements undertaken bg the Practice Unit.

e The method.ol.ogg generallg ad.opted bg the Practice Unit in provi.d.'mg assurance

services.

e The number of partners/members involved in assurance service engagements in the
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Practice Unit;

e The number of locations/branch offices of the practice Unit;

The Fees charged/received/gST pa.i.d. bg the Practice unit.

— | From the initial sa.mple selected at the pl.a.n.n'Ln.g stage, the Reviewer, may en.l.a.rge the initial

sampl.e size of assurance service engagements for Review.

4. | Review of records

The Reviewer is requi.red. to a.d.opt a combination of com.pl.i.an.ce approa.ch and substantive

a.pproa.ch. in the Review process.

(A Compllance Approach — Assurance Service Engagements: The compliance approa.ch is to

assess whether proper control proced.ures have been established / followed. bg the Practice

Unit to ensure that assurance services are be'mg performed in accordance with Technical,

Professional and Ethical Standards.

The following areas shall be considered.

¢ Assurance services records for Administration

¢ Review and Evaluation of Sgstem of Internal Controls

¢ Substantive Tests

¢ Financial Statements Presentation and Disclosures

¢ Assurance Services Conclusions

¢ Assurance Services Report'mg

(B)  Substantive Approach - Assurance Engagements: This approach requires a Review of the

assurance work'LrLg papers in order to establish the extent of compl'La.rLce, whether the

assurance work has been carried out as per the Technical, Profess'LorLal, and Ethical

Standards.

— | Procedure for Peer Review of a New Unit

1. | Peer Review of a New Unit is to be conducted based on the antecedents of partners and policg

parameters announced bg the Practice Unit for conduct of attest function. The Reviewer has to

verify the same from the Application cum Questionnaire submitted by the Practice Unit in

Form 1 as well as an onsite visit to the Practice Unit which shall be restricted to one dag.

2. | The Reviewer shall therea.fter submit a Report to the Board in the formats as prescribed, bg it.

> STAGE 4. REPORTING BY THE PEER REVIEWER

After com.pl.eti,ng the on-site review, the Reviewer, shall submit the Peer Review Report to the

Board along with Form 9 'Lf in his opinion, the Practice Unit has adequa.te systems and

procedu.res in compllance with the Technical, Professional and Ethical Standards. A copy of the
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report shall also be forwa.rded to the Practice Unit.

1)

In case, in the oplnlon of the Peer Reviewer, the systems and procedu.res of the Practice Unit are

defi.ci.en.t or rLorL—compli.an.t with referen.ce to any matter that has been noticed bg him or lf

there are other matters where he wants to seek clarlflcatlorl, he shall communicate his f'md'mgs

to the Practice Unit, in a Prellmlnarg Report issued bg him.

2)

The Practice Unit shall, within two worklng dags of the date of receipt of the f'mdlngs, make its

submissions or representa.ti.ons, tn wrltlng to the Reviewer.

3)

If the Reviewer is satlsfled with the replg received from the Practice Unit, he shall submit an

u.nqu.ali.fled Peer Review Report to the Board along with Form 9. A copy of the report shall also

be forwarded to the Practice Unit.

4

In case the Reviewer is of the op'mion that the response submitted bg the Practice Unit under

clause 9(4) above is not satisfactory, the Reviewer shall submit a Qu.a.llfled Report to the Board

Lncorporating his reasons for the same a.long with Form 9. A copy of the report shall also be

forwa.rded to the Practice Unit.

5)

The Peer Review Report should state that the system. of qua.li.tg control for the assurance services

of the Practice Unit for the peri.od under Review has been deslgn.ed so as to carry out the

assurance services in a manner that ensures compl'La.rLce with Technical, Professi.orw.l and

Ethical Standards.

6)

The Peer Reviewer shall ensure to submit the followln.g documents along with the Peer Review

Report:

i)  Annexures to the Report as prescribed bg the Board

iL) Copy of Questionnaitre as received from the Practice Unit

it)  List of samples selected bg him in accordance with the criteria prescribed bg the Board

iv.) Prellmlnarg Report, i.f issued, a.lon.g with Practice Unit's submissions on the same.

7)

The Practice Unit as well as the Reviewer shall ensure that all documents submitted to the

Board are du.lg dated, slgned and complete in all aspects.

8)

The Reviewer and Practice Unit shall mutuallg co-operate and ensure that the entire review

process is completed within twenty work'mg dags from the date of receipt of a.ppli.ca.tlon from the

Practice Unit for being Peer Reviewed or from the date of notifying the Practice Unit about its

selection for Review as the case may be.

9)

In case of Peer Review of a New Unit, the Reviewer and Practice Unit shall mu.tu.a.llg co-operate

and ensure that the entire review process is completed within seven worki.ng dags from the date

of recei.pt of appli.ca.tlon. cum qu.estlorma.i.re from the Practice Unit for bei,ng Peer Reviewed.”

STAGE 5: REVIEW OF REPORT BY THE PEER REVIEW SECRETARIAT

)

The Peer Review Board Secretary shall ensure that the Peer Review report is a.ccompa.n.led bg all
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the documents as mentioned under Clause 9 (7) of the Guidelines. It shall also ensure that the

documents are compl.ete in all aspects.

2)

All reports shall be pla.ced. before the Board or its Sub-Commuittee for its consideration and

issuance of Peer Review Cert'Lchate.

3)

In case of a quali.fi.ed. report, the Peer Review Board Secretary shall pl.ace the report before the

Board for consideration. The Board may decide for a "Follow On" Review a.fter a peri.od. of one

year from the date of issue of report bg the Peer Reviewer. If the Board so decides, the peri.od. of

one year may be reduced but shall not be less than six months from the date of issue of the

report.

X]

ISSUANCE OF PEER REVIEW CERTIFICATE | (Amendment)

1)

In case of an unquallfled report issued bl_.] the Peer Reviewer, the Peer Review Board Secretary

shall pla.ce the report before the Board or its Sub-Comm.ittee for consideration and issuance of

Peer Review Certificate to the Practice Unit, but onlg after the Peer Reviewer confirms the fee

receipt from the Practice Unit bg him.

2)

A Peer Review Certificate shall be issued to New Units subject to the Procedures followed by the

reviewer

3)

The Cert'Lf'Lca.tes so issued bg the Board or the Sub-Commuittee shall be noted bg the Board at its

meet'Ln.g.

4)

The Cert'Lf'Lca.te shall be dulg s'LgrLed. bg the Chairman, Vice Chairman and Secretarg of the

Board mentioning the va.l'Ldi.tg period.

5)

The Peer Review Board Secretarg shall serve the Peer Review Cert'Lf'Lca.te upon the Practice Unit.

6)

The Peer Review Board Secretarg shall u.pd.a,te the List of Practice Units h.a.vin.g a valid Peer

Review cert'Lf'Lca.te 'Ln.corpora.t'LrLg the names of Practice Units to whom the Peer Review cert'Lf'Lca.tes

have been issued on the ICAI website.

7)

In cases where a Qualified Report has been issued by the Reviewer and has been considered by

the Board, the Peer Review Board Secretarg shall 'LrLform the Practice Unit that a Peer Review

cert'Lf'Lcate cannot be issued along with the reasons therefor as well as 'Lnform about the due

date for cond.uct'mg a follow on review as may be decided bg the Board.

XI]

VALIDITY OF PEER REVIEW CERTIFICATE | (Amendment)

"The Peer Review Cert'Lf'Lca.te issued to a Practice Unit shall be valid for a per'Lod. of 3 years or

such other peri.od. as may be decided bg the Board commencing from the date of receipt of Peer

Review report bl_.f the Board. The val.i.d.itg of the Peer Review Cert'Lf'Lca.te issued to New Units

shall be decided by the Board.

The Council may for such reasons as may be prescribed by it extend the validity of existing
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Peer Review certi.f'Lcate gra.n.ted. to a Practice Unit. The Practice Unit shall make an Appl.'Lca.ti.orL

in Form 8 requesting for extension of val.i.di.tg".

Quick Recall Forms

Form 1. Appl.i.cati.on cum quest'LorLrw.'Lre

Form 2: Declaration of confi.dent'tali.tg

Form 5: Sampl.e selection

Form 6: Additional Lnformat'Lon

Form. 8: Extension of peer review certificate (a.lrea.d.g granted)

Form 9: Report'mg

XII] | INHERENT LIMITATIONS OF PEER REVIEW (PEQ Nov 18)

1. | The reviewer conducts the review in accordance with the Statement on Peer review

2. | The review would not necessarilg disclose all weaknesses in compliance of technical standards
and maintenance of quaL'Ltg of assurance services since it would be based on selective tests.

3. | As there are inherent limitations in the effectiveness of any system of qua.[i.tg control which
happens to be subject matter of review, depa.rture from the system may occur and may not be
detected.

XIII] | DIFFERENCE BETWEEN PEER REVIEW AS QUALITY REVIEW

Peer Review

Quuality Review

Peer review is a review of the systems and
procedures of an audit firm. Although sample
audit f'Lles are i.n.spected. bg the peer reviewer, Lt is
done for the purpose of testing the effectiveness of
the systems and procedures. The intention is to not
to find faults but to help the firm develop
effective systems. It is a kind of mentoring process.
Peer review is a part of the activities of ICAI aimed

at 'merovi.ng the qu.a.litg of service.

In contrast, a quali.tg review Lis supposed to act as
a deterrent. Quality Review Board (QRB) s
constituted by the Central Government and is
independent of ICAL As per Section 28A of the
Chartered  Accountant's Act, the Central
Government has the authority to constitute a
Quality Review Board. QRB carries out supervisory
and disciplinary functions. A quality review
normally pertains to one particular audit
conducted by an audit firm. The main objective
qu.alitg review s to f'md. errors or Lnadequaci.es, if
any, committed bg the auditor while conducti,ng
the audit. Serious errors detected in quality review
lead to disciplinary action against the member.

Detailed difference and quick recall charts is added after chap 15B Quality Review
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Note: -

1) If reviewer or assistance contravene conf'Ld.erLt'LaLi.tg, then it will be regarded as profess'ton.a.l.

misconduct.

PEER - REVIEW TIME LINE

PR Report (FORM 9)

PRer - Additional Mutually co-operate to
b PRS appoints PU Info On-Site Review complete entire PR within

PRB to propose PRer PU to provide copy of PRer may seek additional = Maximum 6WD based 20WD from date of

Within 2WD from BB tasion of
3 PRers within WD of  receipt of choice of FORM 1 to PRer information in Form 6.PU  op, size of PU selection / submission o
receipt of FORM 1 name from PU to provide in 1 WD (1WD for New Uniits) Form 1 by PU. (7ZWD in
case of New Units)

o Lo o 20 Lo Lawn 2vo Liwo o | o Tawo Ll
1WD 7FWD 6m

Follow-On
Initiating the PR PU to select PRer to submit PRer Sample Plan On-Site Preliminary Report = Review

Submitted by PUto PRB  PRer FORM 2 Selection Review to PU After 1 year
as application for PRor ~ Within TWD of Confidentiali In case of modified
on selection for PR b i On receiving information | ;¢ atleast 2WD to PU from date of
Y intimation Declaration of to PU. opinion submit
PRB : from PU, PRer to select to Keep records ready o : 3 issue of
Submit in 2WD of assurance engagements e modified report
PU. PU to submit

. . .appomtmenl. .sample and intimate to . .response SR .by PRer (can be

PRer to also obtain PU in FORM 5 in 2WD reduced upto
acknowledgement of receipt of report 6m)

WD - Working Day
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What to Study ?

I] Introduction

IT] Scope & Objectives of Quality Review

III] The Quality Review Board (QRB)

IV] Selection of Audit Firms

V] The Quality Review Process

VI] Reporting Responsibilities & other Procedures

VII] Types of Reports to be Issued

VIII] Consideration of Reports of Quality Review Groups

IX] Actions that may be Recommended by the Quality Review Board OR Consequences of

Non—ComplLance

X] Mechanism For Follow-Up of Review Findings

Qualim

Reviews
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I]| INTRODUCTION AFUR = Audit Firm Under Review

Audit firm should have a system of quality control to provide:

v ¥ X
Reasonable Assurance that Comply with professional Report issued is
firm & its personnel standards & requlatory appropriate in
requirements clrcumstances

The qu.a.l'Ltg control poli.c'Les and procedures should be documented and communicated to the

f'er’s personneL Such communication describes the qualltg control pol'Lc'Les and procedures and

the objectives they are designed to achieve and includes the message that each individual has

a personal respons'Lb'Ll'Ltg for qu.al'Ltg and is expected to complg with these pol'Lc'Les and proced.u.res.

In addition, the firm recognizes the importance of obta.'Ln'Lng feedba.ck on its qualitg control

system. from its personnel. Therefore, the firm encourages its personnel to communicate their

views or concerns on qual'ttg control matters. (Para 8 of Standard on Qualitg Control (SQQC) 1

Qu,a.l.'Ltg Control for Firms that Perform Audits and Reviews of Historical Financial Information,

and Other Assurance and Related Services Engagements).

Standard on Quality Control (SQC) 1 requires that every firm's system of quality control should

include pol.i.ci.es and proced.ures a.d.d.ressi.ng each of the fol.lowi.ng elements:

(a) Lea.d.ersh'Lp respons'Lb'Ll'Lt'Les for qualitg within the f'ern

(b) Ethical requirements

(c) Acceptance and continuance of client relat'Lonsh'Lps and spec'Lf'Lc engagements

(d) Human resources

(e) Engagement performance

Exa.mples

Example of important areas as per Quality Review Report 2018-19 in accordance with Standard

on Quality Control-1 are

(1) Whether the audit f'er establishes and 'melements pol'Lc'Les and procedure on all the

element of system of qual'ttg control

(2) Whether the engagement qu.a.L'Ltg control reviewer review at an appropriate time for

the pl.a.nn'Lng of an audit, s'Lgni,f'Lcant audit ju.d.gment, and expressions of an audit opinion.

(3) Whether the audit f'er assigns as the person. responsi,bl.e for the monitoring of the system of

qu,a.l.i.tg control a person. with a.ppropri,a.te experi.ence for the role, vest the a.ssi,gned. person. with

suff'Lci,ent and appropriate a.u.thoritg.
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(4) Whether the audit f'er obtain, at least a.n.n.ua.ll.g, a confi.rmation. Letter concerning

com.pl.i.an.ce with pochi.es and procedure for the maintenance of i.n.d.epend.ence from all person

requ.Lred to maintain 'Lnd.epend.en.ce.

(5)  Whether the audit firm perform the independence confirmation procedure set forth in

its internal rules before acceptance and continuance of an audit engagement, and when

lssuing the auditor's report a.ppropri.a.tel.g con.f'ers that there was no ch.a.nge in the status

of i.nd.epen.den.ce.

(6) Whether the audit firm d.evelop and provides education/ training program that fullg take

into account the knowledqge, experience, competence and capabilities of the professional staff.

I1] [ SCOPE & OBJECTIVES OF QUALITY REVIEW

1) Objective of Quality Review [Key : [R,IA]
{ 3 ' v )
Review of Review of firm's Identify & Adherence to
certain aspects quality control address weakness statutory &
of selected system & & deficiencies in requlatory
statutory evaluation of audits performed requirements
audits audit quality by audit firms
2) Scope: Examining Whether
; — }
Statutory auditor has AFUR has implemented There is no Material
ensured compliance with system of Quality Control Misstatement of assets &
; (OQ) wrt OC Standards liabilities
l ) \
Professional Ethics, Relevant Laws &
Technical Standard & Regulation Required under
Other Relevant Guidelines SA's
ote: -
Technical Standards Includes
{ - ¢ Nottficatipn/
Preference to AS, Accounting Framework for Applicable Directors/
SQC,SA’S, SRE, Standard issued presentation of SQC & guidelin.es &
SAE & SRS by ICAL notified FS issued by SA's Guidance
u/s 133 ICAI issued by
ICAI
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Other Relevant guidance

gu.'Ld.arLce Notes on Code o_f Ethics issued blj

accounting & auditing ICAI

matters issued by ICAI

It is not the purpose of a review, however, to review all of a f'er’s audits or to 'Lden.t'Lfg

every aspect in which a reviewed audit is d.ef'Lc'Lent.

111] | THE QUALITY REVIEW BOARD (QRB)

1. Constitution and Composition of Quality review board

\
[ |

10 members 1 chairman
|
| |
5 nominated by 5 nominated by Nominated by
Central Government || ICAI Central Government

2. Powers of QRB

. iy 3 ¥ }
1) Evaluate 2) Laydown 4) Invite experts 5) Make
& Review the Drgcedure 3) Call for to provide recommendation to
the quality fc;r sich 'mforma.tlion advice, opinion | council for improving
of work & evlalu.at'LorL | or analysis on competence &
services any matter qualification
1 ‘ )
Member of Institute Companies, Organization
If Failed or Any other Person
v v If Failed
Board may request Institute to Board may request CG (MCA) for providing assistance
obtain information & furnish it in. obtaining information from Company

However, the Mi.n'Lstrg of Corporate Aﬁairs, vide letter FNo0.7/1/2019-CL-1 dated 30th January,

2019, has cl.a.r'Lfi,ed. to the Qu,a.l.i,tl_,] Review Board that in view of Sec. 132 (2) of the Companies

Act, 2013 r/w Rule 9(4) of NFRA Rules, 2018, the issue of QRB reviewing audits of the

compa.ni.es/bod.'Les corporate spec'Lfi.ed under Rule 3 of the NFRA Rules, 2018 will onlg arise in

case a reference is so made to QRB bg NFRA, and not otherwise (PEQ Ma.l_.j 23)
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As per NFRA Rules, companies as corporate bodies covered are

[ T . I \
Listed | | Unlisted Companies covered | | Any other on reference
Companies PUSC > 2 500 cr under Special Act made by CG,

Or T/O > 21000 cr Eg. Banking, Insurance,
Or O/S Loan, Deposits & Electr'Lc'Ltg generation.
debentures > T 500 cr

(as on 31/3 of

immediately price PU)

A bodg corporate regi.stered O/S India which is Assoc'Late/Subs'Ld'Larg of any company mentioned

above provi.d.ed_ income or net-worth of such su.bsi.d.i.a.rg in > 20% of consolidated income or networth.

(IMPORTANT)

3. Coverage of Services For Quality Review

Y A

Exclusions: This Procedure would not extend

to: (i)Review of internal audit, tax audit,

.
ILVOLVE ASSESSITLENL O] Lileé WOTrK O ALULOI Y

auditors while ca.rrg'mg out statutory audit QST audit and other such SPCC'L"-L purpose

so that the Board is able to assess- a) audits conducted by the members of the
Quality of statutory audit & reporting by Institute which may be covered by the
statutory auditors; and Board at a later stage or unless otherwise

b) Quality control framework adopted by specified; and

the AFUR in conducting statutory audit. (1) Review of services provided by the

members of the Institute in employment

SELECTION OF AUDIT FIRMS

Selection of AFUR can be done on the basis of one or more of the follow'LrLg criteria
1

L 3 1
a) Based on b) Based on Audit c) Quality Review
entities Audited Firms cycle
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Key : [Me Re, Sanam,]

A On the basis of Entities Audited

v ' ' v v
] A Entities other than | B 1q case | C Board may | D.Board shall F. QRB
those specified under of Joint allan mviam not consider secretariat
| Rule3(0) of NFRA Audits, If quality of cases of E. Selection | should place
| Rules 2018 may be required, | statutory audit complaints for Suo moto| the details of
| selected on basis of- | ;[ joint services of received from | quality the entities &
Me 1. Major non- auditors | AFUR with a | 1 Individuals, | reviews done| audit firms,
compliances under may be view firms, using 1. which may
— relevant statues reviewed. | 1 To assessing | companies, methods sucl| be selected for
| highlighted in past quality of other entities & | as, Random | quality review
reviews. statutory their partners, | sampling, before the
Re, | 2 Risk Based Selection audits & directors & selection of Board for its
including regulatory 2. Reporting by | other officers particular consideration
— | concerns pointing the Statutory | etc. class or 2.Board, may
— towards stakeholder auditors & 2. Which shall | classes of consider
— risks. 3Their quality | be continues to | entities/ whether the
—Re; 1 3 Reported Fraud or control be dealt as per | audit firms. | case warrants
_ | likelihood of fraud framework, CA Act1949 a quality
Sanamt| 4 Sector identified as 40n a - Case of review by a
] susceptible to risk on reference made complaints TRE&E
the basis of market to it by any from only 3.May refer
E 'mte’Ll'Lgence repor‘ts. bodies like RBI, requlatory the cases
5. Serious accounting SEBI, IRDA, bodies & selected for
— irreqularities in FS MCA, NFRA other media quality review
—{ highlighted by media reports to the
& other reports. involving relevant TRs.
Serious 4.Board will
accounting obtain the
irregularities Annual
shall be Report of
considered by entity
Board for concerned.
purpose of
initiating
review.
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B. On the Basis of Audit Firm Key : [V,RA]

A\ v v ) L 2 2
Volume of work Involvement || Involvement in Random Auditing
handled in r'Lskg sectors where Selection large, m'Ld.—ca.p,
represented by the sectors frauds are often small cap
number & nature reported. companies

of clients.

C. Quality Review Cycle

(MCQ)

(i) Quality review cycle of Audit Firms may be followed generally or as may be decided by

Board

7

v
Once in 3 years

Once in 4 Years for Audit

¥

Once in 5 years for

for Audit Firms

Firms having 10 or more

Audit Firms having less

having 20 or

but less than 20 Partners

than 10 Partners

more Partners

(iu) Up to 3 audit engagements of an AFUR may be selected by the Board,
v v ’ 3
As considered During a particular quality review However, in the absence of any
appropriate, cgcle covering entities of varied || adverse f'mding ln a past review ,
industries,  size, qeoqra.phi.ca.l 1.Not more than 1 audit
spread and requlatory concerns. engagement of same engagement
partner/ proprietor of an. AFUR
2. May be selected for quality
review by the Board during a
particular quality review cycle
(iit) However, in case of any adverse findings in past review/s or any other situation,
; — 3
1. QRB may conduct 2.0f a particular 3. Select more than
quality review of any engagement partner at 3 audit
particul.ar audit firm more frequent interval engagements
Audit IR
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V]| THE QUALITY REVIEW PROCESS

Seeks Services Review The

A\ 4

A 4

Technical Review AFUR

QRB

From Quality Of

1. QUALITY REVIEW GROUPS [QRB]

Can for one or more GROULPS to examine the report of technical reviewer

A

[ |

Industry specific Generic

Each of the QRG would be assisted by TRs. The job of the TRs would be to prepare a. report on

the review of statutory audit function of AFUR, with a view to assessing their qu,alitg of audit

and reporting, and the review of qual'Ltg control framework a.d.opted. bg them in cond_ucting

audit.

2. EMPANELMENT OF TECHNICAL REVIEWERS (IMPORTANT)

L. Basic minimum Criteria for Empanelment

a) S/he must have > 15 years of post—qua.l.'Lf'Lcat'Lon as CA & be cu,rrentll_.j PCA

b) Reviewer should have handled as signing partner > 3 Statutory audit assignments as a

Central statutory auditor of bank/ Public Limited Companies/ govemment Compan'Les/

Private Compan'Les ha.v'mg annual turnover of > T 50 crore, d.u.r'LrLg last 10 years.

« Note: - Out of 3 at least 1 must be in respect of entities other than Private Limited Com.pa.n'Les.

¢) Reviewer should not curren.tlg be a member of QRB or ICAI's central council.

i.. QRB may specify other criteria from time to tim.e

Lil. QRB has a right reject the application

iv. Employment of TR's shall be for Block of 3 Uears, subject to receipt of declaration and

fulfi.lmen.t of criterla (note: it is not guarantee of allotment)

v. TR's Must ur\.dergo requ,'tred tra'LrL'Lngs*

vi. On complete of 1st block TR's may be offered. renewal

d) Reviewer should not have any d.'Lsc'LpL'Lna.rg proceeding under CA Act, 1949 or any perw.l

action under any law taken/pend.ing d.u.r'mg last 3 FL_J &/or thereof

*Further, theg shall submit annual declarations a.l.on.g with relevant evidences, to the QRB

regardi,ng thelr participation in such training workshops/programmes.

3. VARIOUS STAGES INVOLVED IN THE CONDUCT OF THE QUALITY REVIEW

ASSIGNMENTS
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Step 1: Selecting of Audit Firm (AR) & Technical Review (TR)

o QRB selects AF & audit file & identifies TR

o QRB send offer letter to TR

Step 2 : Acceptance bg TR

e TR conveys his acceptance of letter of engagement of sen.d.'mg necessary declaration

Step 3: Intimation to Audit f'er (AF)

« QRB intimates AF about proposed plan

« QRB sends a copy of intimation letter to TR

« QRB provides contact details for further communication

Step 4 : TR sends General Questionnaire to AFUR

e TR sends questionnaire to AFUR & can also call for additional information, if requ,'Lred.

Step 5 : TR visits AFUR a.fter proper pla.rm'mg

e TR & his team carry out the Qualttl_.] Review (QR) bg stating their pla.rm'mg (off—s'tte

review) & then visit AFUR (on-site review)

e TR ensure that review exercise gets completed. within spec'Lf'Led. time fra.me

Step 6 : TR sends preltmtnarg report

e On compl.et'Lon of on-site & off—s'Lte review TR sends pret'Lm'ma.rl_.] report to AFUR

Step 7 : AFUR sends representat'ton to TR

Step 8 : TR submits report to QRB

. Alortg with a copy of Annual report of the compa.rtg/erttitg for year, to the Board in

spec'Lf'Led forma,t, on letterhead, d.u.lg s'Lgn.ed. & dated within 45 d.a.gs from the date of

acceptan.ce of ass'Lgn.men.t.

Step 9 : TR submits final comment & summary finding to QRB

. Copg of f'Ln.al report to Audit ftrm, Requesttn.g f'er to send submissions to Board

Within 7 d.ags of receipt of f'LrLal report with a copy to Technical Reviewer.

Technical Reviewer shall submit within next 7 dags a summary of their f'Ln.d.'LrLgs, a.lortg

with f'er’s replg & f'LrLa.t comments.

Step 10 : Qu.a.l'Ltg Review Group (QRg) considers the report

o QRG will consider report of TR & responses of AFUR

« QRQ may call for additional information

Step 11: QRB will decide FINAL COURSE OF ACTION on considering report of QRG,

4. STAGEWISE APPROACH OF QR PROCESS

a. BOARD MAY CONSTITUTE QUALITY REVIEW GROULPS - (As mentioned in Point 1)
b.  REVIEW GROUPS WOULD BE ASSISTED BY TECHNICAL REVIEWERS

c¢. =~ TECHNICAL REVIEWER, AFTER COMPLETION HIS ON-SITE REVIEW
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0

Submit prel.'Lm'Ln.a.rg report to AFUR on review of quali.tg of audit & reporting bg AFUR on

fi.n.a.n.ci.a.l statements & AFUR's qual.i.tg control fra.mework.

(it)

After obtai.rL'Ln.g comments of AFUR on his prel'Lmi.n.a.rg report,

(iii)

TR would submit his fi.rw.l. report to Board

(iv)

Report should be issued on TRs (individual) letterhead & duly signed by the TR.

(v)

Report should be addressed to Chairperson of the Board & dated as of date of conclusion

(vi)

TR based upon his sat'Lsfa.cti.orL from representation bg AFUR,

(vit)

Mag decide to issue either an interim report or a f'mal report to the Board.

(viii)

TR shall also forward a copy of his f'mal report to the AFUR requesting them to

(ix)

Submit to Board their f'mal comments on the observations made bg him in the Final Report.

REPORT REPORTED BY TR

i)

AFUR's f'ma.l comments on observations made bg TR in Final Report shall be considered

by QRG

QRQ may issue directions to the TRs to enable QRG to make recommendations to the Board

QRQ may also consult Board on any issue.

(it)

QRQ may also call for additional details/ information from the concerned TR &/or Audit

Firm.

(Lit)

QRQ may also interact with the concerned TR & request him to present his final report to

him in certa.'Ln.l clrcumstances i.nclu.d.i,ng :

4 v [

Where interaction with TR is Where there are complete | Where QRQ is dissatisfied with

necessary to seek differences between quality of review report of the

clarifications/further details observations of TR & TR enabling the TR to have a

on certain issues in report views of AFUR to extent better understanding of the

enabling QRG to make that an interaction with expectations from him.

necessary recommendations to TR &/or AFUR is

QRB. considered necessary.

(iv)

QRQ may also interact with the AFUR, in certain special circumstances & request AFUR to

explain/present their views enabling the QRG to make necessary recommendations to the QRB.

JOINT AUDITORS - SA 299 'RESPONSIBILITY OF JOINT AUDITORS'

0

Review reports in respect of all joint auditors of an entity should be considered together by

QRG.
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(it)

If TR finds that response of another joint auditor is

|

\

Required on any

+
he may, through

TR shall submit his final

particular observation as

QRB, communicate

report after giving reasonable

concerned area was

with the concerned

opportunity for obtaining their

allocated to them.

audit firm. response.
f. QRG SHALL CONSIDER REPORTS OF TR
Submit its reccommendations to Board.
Recommendations of the QRG may expressly state
¥ . % —~
Particulars of Detailed description of Detailed description QR('s
the Enterprise & non-compliance with of the evidences recommendations

AFUR

matters stated in terms

that support non-

about the actions

of engagements to TRs

compliance &

that are req uired

to be taken.

MEMBERS OF QRB/QRG MAY BE ENTITLED FOR SITTING FEES & REIMBURSEMENT

OF TRAVELLING EXPENDITURE INCURRED IN CONNECTION WITH THE

MEETINGS OF THE QRB.

TRs who incurred travelling expenditure in connection with the meetings of the QRB/QRG

would be eng'Lble for reimbursement at rates f'Lxed. bg Board.

Members of QRB/QRG, nominated by the Council of ICAL will not be entitled for any sitting

fees for attending meet'LrLgs.

Quality review team may note a NON-COMPLIANCE with one or more-

)

Standards on au.dit'mg or

(id)

ACCOU.I‘Lti.rLg standards or

(iii)

Disclosure requirements &

(iv)

Evaluate the F'Ln.di.ng in Ili.gh.t of follow'mg considerations :

v v \
Responses Materiality of the Accounting & auditing If findings are related to
given by items of the practices under legal & non-compliance with

engagement financial requlatory framework procedures required as per
team statements applicable to industry to SA, whether Engagement
involved which the audil client Team carried out

belongs &

alternative proced_u.res to

Audit R
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5. COMPOSITION OF THE REVIEW TEAM

A

'Depertd. on Mandator*'tlg HEADED May :lso include NO ;IRM OF
SIZE of Audit BY A TECHNICAL up to 5 CA may be
Firm under REVIEWER empaneled ASSISTANTS included as a
review. with Quality Review engaged by the MEMBER of the
Board, Technical Reviewer review tearn.
6. | INDEPENDENCE AND QUALIFICATION OF TECHNICAL REVIEWERS

For being a technical reviewer(TR):

a | He should not have d.'Lsc'Lpl'Lrta.rg proceed'mg under the Chartered Accountants

Act, 1949 pendlng against him/her or any d.'Lsc'LpL'Lna,rg action under the

Chartered Accountants Act, 1949/penal action under any other law

ta.ken./pend.i.n.g against him d.ur'mg last 3 FlJ's and/or thereafter.

b | He or his/her firm or any of the network firms or any of the partners of the firm
or that of the network firms should not have been the statutory auditor of the
company, as spec'Lfi.ed., or have rendered any other services to the said entity
during last 3 FU's and /or thereafter.

c He or his/her fi.rm or any of the network f'ers or any of the partners of the fer

or that of the network f'ers should not have any association with the spec'LfLed.

AFUR, d.ur'mg the last 3 FU's and/or thereafter.

d He should complg with all the eligibility conditions laid down for appointment

as an auditor of a company u/s 141(3) of the Compa.rt'tes Act, 2013 which a.ppl.g

Mutatis Mutandis in respect of the review of the qu.a.ti,tg of statutory audit of

the entity, as spec'Lfi.ed, ) fa.r as appllcable.

4 He does not belong to the city/region of head office of the AFUR.

7. | INDEPENDENCE OF ASSISTANT (QUALIFIED ASSISTANCE)

The QRB, from time to time, shall spec'LflJ the requirements for engaging Assistants bg the TR for

ensur'mg thelr 'Lrtd.epen.den.ce and a.voi.d.i.ng cortfl'tct of interest 'Lrtclu.d.'LrLg

(a) He shall be CA;

(b) He does not attract any of the d.'quua.L'Lfi.ca.t'LorLs prescri.bed. under the Chartered Accountants
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Act, 1949;

(c) He shall also have to sign the statement of confidentiality in a prescribed format;

(d) He shall have no direct interface either with the AFUR or the Board;

(e) He should have been working with them for at least 1 year as a member/a partner in the

CA firm with them;

() He should not have been associated with the AFUR and the concerned entity, whose audit

is bei.ng reviewed, d.u.r'mg last 3 FU's and/or thereafter.

(g) He should not have any d.'Lsc'Lpl'Lnarg proceeding under the Chartered Accountants Act,

1949 pend.'mg against him or any d,'Lsc'Lpl'Lrw.rg action under the Chartered Accountants

Act, 1949 / penal action under any other law taken/pending against him du.r'mg last

three f'LrLa.nc'La.l years and/or therea.fter;

(h) He should not be a member of current QRB/ICAI's Central Counc'Ll./Reg'Lona.l Council/

Branch Level Management Committee; and

(i) He should not himself be empanelled as a TR with the Quality Review Board.

8. | GQUIDELINES FOR THE TECHNICAL REVIEWERS (TR)

(a) TR shall h'Lmself make on-site visit, alongwith his Assistant/s, if any, to the AFUR for

conducting the review of audit work'mg papers as d.efmed. under the relevant standards;

(b) TR shall fol.l.ow Technical gu.i.d.e on cond.ucting Qual.'Ltg Review as brou.ght out bg the

QRB while conduct'Ln.g the review;

(c) TR, 'Lrtclu.d'LrLg his Assistant/s, will have access to or take abstracts of the records and

documents maintained bg the AFUR in relation to the review; However, in order to

maintain corLf'Ld.enti.a.L'Ltg, the TR, 'LrLclu.d.'LrLg his Assistant/s, shall not make any

cop'Les/extracts of the AFUR's Clients' f'Lle or records examined bg them while cond.u.cting

review, as part of their work'Ln.g papers;

(d) TR shall provi.d.e detailed comments giving proper just'Lf'Lcat'LorL and explanat'ton in

respect of the various matters requ.'Lred. to be commented upon. bg TRs in the f'LrLal report

'LrLclu.d'LrLg its Appendices;

(e) TR shall also refer other gu.'Ldance prov'Lded bg the Qu.a.l'ttg Review Board from time to

time such as Audit Quality Review Reports of the QRB appearing at the website of the

QRB, other reports of international bodies or any other guidance as may be provided by

the QRB from time to time as well as industry specific Technical Guide/s, if any,

brought out bg the ICAI while conduct'mg the review;

(f) TR shall be required to segregate his observations into those material and non-material;

(9) TR should build in a review process to be able to review audit documentation maintained

by the AFUR in electronic form in line with the requirements of SA 230; and
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(h) TR shall specifically include a suitable paragraph in the review report on the

adequacg of fra.ud. reporting bg the Statutory Auditors in their In.d.ependen.t Auditor's

Report.

Vi]

REPORTING RESPONSIBILITIES & OTHER PROCEDURES

The reviewer, based on the conclusions drawn from the review, shall issue a prel.'Lm.'Lrw.rg report

and subsequentlg the f'Lrw.l. report. The f'LrLa.l. report shall be issued in the format as may be

spec'Lf'Led. bg the Board from. time to time. A clean report indicates that the TR is of the opinion

that the statutory audit is bei.ng conducted in a manner that ensures the qual.'ttg of audit

services rendered. However, a reviewer may qua.l'tfg the report due to one or more of the follow'mg:

. Non—compl’tance with technical standards & other relevant guidance

. Non—compl’tance with Relevant laws & regul.a.t'LorLs as requ'tred under appchable SA.

o Quality control system design deficiency

. Non—compl’tance with qu.al'ttg control pol'Lc'Les & proced.ures or

VII]

TYPES OF REPORTS TO BE ISSUED : - | Important

A reviewer should consider the evidence obtained & should document the overall conclusions,

in respect of: -

a) Design of pol'Lc'Les & proced.u.res of Qu.a.l'Ltg Control System, other relevant gu.id.ance and other

relevant laws and regulations.

b) Compllan.ce with Technical, Ethical & Other, other relevant gu'Lda.rLce and other relevant

laws and regu.lat'LorLs .

c) Ind.epend.ence of AFUR while conduction audit

d) Training of Staff

e) Ava'Lla.b'Ll’Ltg of Expertise for Consultation

f) Skill & competence of assistants considered before accept'mg engagement

g) Progress monitored & work reviewed bg service 'Ln—charge

h) AFUR has plan to Record procedu.res (NTE of audit procedures)

i) Audit lee & Documentation maintained as per relevant standard's,

j) AFUR ver'Lf'Les complLance with Laws & Regu.lat'ton

VIII]

CONSIDERATION OF REPORTS OF QUALITY REVIEW GROUPS

TECHNICAL REVIEWER —Prepa.re report on review of general-Pu.rpose Financial Statement.

Report prepared bg Technical Reviewer & Considered bg REVIEW gROUP )

REVIEW gROUP submit its Report to the Board within spec'Lf'Led. per'Lod of time.
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REPORT OF REVIEW GROUP shall expresslg state the foU.owi.ng:

e Particulars of the Enterprise

e Detailed d.escri.pti.on. of non—complian.ce with matters stated in Terms of Referen.ce.

e Detailed d.escri.pti.on. of evidences to support non—compl.'ta.nce

e Review group's recommendations about actions requ.i.red. to be taken.

1X] | ACTIONS THAT MAY BE RECOMMENDED BY THE QUALITY REVIEW BOARD

OR CONSEQUENCES OF NON-COMPLIANCE

; I I I \
Make Issue advisory Inform details Intimate Consider the
recommendation || & quidance t:) | of non- AFUR as to matter
to council of AFUR for com;.Jli.ance to findings of complete &
ICAI for referring improvement requlatory Report as well inform audit
case to Director in quality of bodies relevant as action firm/auditor
(Discipline) of services & to the entity, initiated above. accordingly.
Institute for adherence to
necessary action various
under CA Act, statutory &
1949. other
requlatory
requirements.

X] | MECHANISM FOR FOLLOW-UP OF REVIEW FINDINGS

1. Quality Review Board shall require Audit Firm Under Review to :

e Submit a compl'Lan.ce report to the Board within spec'Lf'Led per'Lod_

e For adopt'm.g necessary measures to avold recurrence/corrective steps

e For i.mprovemen.t in qu.al'ttg of services &

e Adherence to various statutory & other regu.latorg requ.'LremerLts.

2. Theg may follow-u.p & review effecti.veness of corrective actions taken bg Audit Firm Under review:

e Results of reviews shall be used for off—s'Lte monitor'mg + for next on-site review.

. If lack of effect'we corrective actions, next on-site review m'Lght be orga.n'Lsed earlier.

3. Case of continued non-compltance may be recommended to Council of ICAI for tak'mg

necessary action.

4. Horizontal & i,n—d.epth a.na.l.l_,]s'Ls of results of individual off—si,te monitoring & on-site-review

will be conducted to i,d.entifg 'Ln.d.ustrl_.’—wi,d.e issues across audit fi.rms.
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- CHANGES TO THE REPORTING FORMATS/QUESTIONNAIRE

The Board had specified the format for the Final Report, and the Quality Review Program

General Questionnaire containing questions concerning various aspects of an audit firm such

as Quality control, ethical requirements & audit independence; leadership and responsibilities;

assurance practices; client relationships & engagements; human resources, consultation;

differences of opinion; engagement quality control review; engagement documentation; audit

planning & risk assessment; materiality; audit sampling & other selective testing procedures;

audit documentation; audit evidence; written representations; and Auditor's report. However,

whenever the Quality Review Board is of such a view, in the light of international practices,

changes in domestic laws & regulatlons and through experience gained, it may, amend, or

mod'Lfg the Qualltg Review Questionnaire/reporting formats, from time to time, as it may deem

appropriate

Quick Recall Chart

Particulars

Peer Review

Quality Review

Process parti.c'Lpa.n.ts

PR - Peer Review

TR - Technical Reviewer

PU - Pra.cti.c'LrLg Unit

AFUR - Audit Frim Under

PRB — Peer Review Board Review
Review of Auditing & Assurance Only Audit
Objective - complg with Technical, Examine compla.'mce with
Professional and Ethical - Professional Ethics
Standards as applicable including | - Technical Standards
other requlatory requirements - Others Guidelines
thereto and - Relevant Laws
- have in place proper systems - SA's
i.nclud.ing documentation thereof, QC as per QC std, there is no
to amply demonstrate the quality [ material misstatement in
of the assurance services. assets/Liability of the related
Entites.
Board PRB QRB

- Constituted bg council

1) 10 members:

- Max 12 members (Min 50%

- 5 nominated bg Cg

from council)

- 5 nominated bg ICAI

- 2/3 members shall have term of

2) 1 Chairman:

3 years

- Nominated bg Cg
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rotated every year

Coverage of services

Audit & Assurance except for

Aud.i.t'LrLg Services

- Expert opi.rLLorL

- Quality Control Framework

- Compila.tion of accounts

of AFUR conduct'mg statutory

- Info other than F/S

audit

- Tax Returns, Advice, Representa.tion

Except for:

- Management Consul.ta.ncg

- Internal/T ax/gST Audit

Engagement

- Other Special Purpose Audit

- Test'mg as expert witness

- Review of Services

- Due D'Ll'LgerLce

Cgcle of Review

Based of PU: phases

1) On basis of entities audited

Phase I - 1st Apri.l. 2022

2) Servicing on basis of audit

Phase II - 1st Apri.l. 2023

firm (Key - VL,RA)

Phase III - 1st Apr'LL 2024

3) No. of Parnters

Phase IV - st Apri.l 2025

- 20 or more — once in 3 Years

- more than 10 less than 20

once in 4 years

- Less than 10 - once in 5 years

No of Sa.mples

No restriction on number but

Max - 3 sa.mples

sa.mple should be selected from onlg

- Ln case no adverse f'Ln.d.'Lng -1

last 3 years

max

- i.f adverse f'md.'mg — more

than 3 max

Time limit

20 days

45 d.ags

Qualification of

- Member in pra.ct'Lce -7 years

-15 l_.]ea.rs - PCA

Reviewer

(atleast)

- Min 3 audit of bank/Public

- Indu.strg then 10 years + 3 years

ltd Co/govt Co/Put Co. +

pract'Lce

T/O > 50%, however out of 3

- Other tra.'LrL'LrLg realted

1 audit should be for entities

req utrements

other than pvt Co.

- Other tra'm'mg realted

req utrements

No of assistance

5
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Obligation of PU/

i) Produce to the Reviewer - record,

AFUR

document or prescrLbed register

it) Provide explanation or further

parti.cu.la.rs/ 'Lnforma.tion

iit) Provide all assistance in

prov'Lde and present to the

iv) Reviewer a reproduction of any

such 'Lnforma.tion or matter

Obligation of PR

not take any extracts of the Practice

NA

Units clients’ f'Ll.e or records examined

complete the Review within the

prescr'Lbed. time fra.me

document all his work'mg papers -

within 18 months

Process of Review

1) "Procedure for initiating Peer

Step wise approach

Review

it) Procedure to be followed by the

Peer Reviewer

iil) Execution

i) Reporting bg the Peer

v) Review of report bg the Peer

Review Secretariat

Certi,ftca.t'ton

Valid for 3 years

Students Note:
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