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4 Peer Review Manual

I I I I I I I I I I I I I I I I I I - A\u,

e Effective picturesque flowcharts for:

o Better understanding of Step by step Peer Review Procedure
o Onsite and offsite Procedures
o Process Flows

 Introduction of Checklist for:

o Accounting Standards, Ind AS and Standards on Auditing

o Preliminary Review Procedures, Audit Planning, Performance,
Senior Review Checklist, Partner Review Checklist, Final audit
file

CA. (Prof.) Shashi Gupta



GENERAL MEANING

The term “Peer” means a person of similar
standing. The term “review” means a general
survey or assessment of a subject or thing. The
term “Peer Review” would mean review of work

done by a professional, by another professional
of similar standing.




Definition
“Assurance engagement”
means an engagement in
which a practitioner
expresses a conclusion
designed to enhance the
degree of confidence of the
intended users other than the
responsible party about the
outcome of the evaluation or
measurement of a subject
matter against criteria.

- Framework for Assurance Engagements

auditing or verification of financial transactions, books,
accounts or records, or the preparation, verification or
certification of financial accounting and related statements .




I Engagement Standards - An Overview
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and reviews of historical financial

information Standards on Assurance

Engagements (SAEs): 3000 - 3699

Engagements of related services such as Standards on Related Services
agreed upon procedures, compilation — (SRSs): 4000 - 4699
engagements and other related services '

|| Framework for Related
Services

] Lin all kinds of Audits and Reviews of Historical Financial Standards on Quality Control
20 HON TN LT S0 Information, and Other Assurance and (SQC1)
B =) LIS Related Services Engagements
o
> 2
< <
2 ; Standards on Auditing
= < .
Bs S Audits and Reviews of historical financial (SAs): 100 - 999
<= M information
S
= o)
N =
2.3 Framework for Standards on Review
% % Assurance Services Engagements (SRES) 2000 - 2699
S5
= qg Assurance engagements other than audits
Zhs
S 2
L ©»
= <q
23
g 3
wn




- Engagement Standards - An Overview

Framework of auditing, assurance and other related services

Nature of
services

Level of
assurance

Report provided

Auditing

Audit

High assurance (not
absolute)

Positive assurance
on assertion
“In our opinion
....true and fair view

Review and .
Related Services
Assurance
) Agreed upon o
Review 5 p Compilation
procedures
Moderate
No assurance No assurance
assurance

Negative assurance
on assertion
“Nothing has come
to our attention”

Factual findings of
procedures

CA. (Prof.) Shashi Gupta

Identification of
information
compiled. Not
attempt to verify



ASSURANCE SERVICES

* Include: -
e services as specified in the framework for assurance

engagements (which involve provisions of some kind of element of
assurance to users including SRS 4410 (Compilation Engagements) & SAE
3400 (Prospective Financial Information)

e Does not include:
e Management Consulting Engagements
e Expert Opinion
e Due Diligence
e Representing a client before Authorities
e Preparation of tax returns or advising clients in taxation
matters
e Compilation of FSs

e Preparing, compiling or collating information other than
FSs

e Testifying as an Expert Witness

Cont...
CA. (Prof.) Shashi Gupta



Compliance with Technical, Professional & Ethical Standards

* AS issued by ICAl on entities other than Companies
* AS prescribed u/s 133 of CA 2013 and IndAS wherever applicable

* |ICAl standards:
* Engagement & Quality Control Standards (e.g. SA & SQC-1)
» Statements
* Guidance Notes
e Standards on Internal Audit
* Guidelines, Notifications, Pronouncements, Directions, etc. issued from time to time

* Framework of preparation & presentation of FS, Preface to SQC, Framework of Assurance
Engagements

* Provisions of relevant Statutes, Rules including Regulatory directions to the extent
applicable on assurance engagements (e.g. RBI for Banks, NBFC & IRDAI for Insurance)

CA. (Prof.) Shashi Gupta 10



NEW CHANGES

Guidelines To Replace Statement on Peer Review ( wef 01.10.2022 )

Branch Review

Reviewer’s City

Self Appraisal - AQMM
(wef 01.04.23)
Audit Quality Maturity Model

Definition - New Unit

30/05/2024

By different Reviewer ( as per wish of
PU)

Same / Outside / Preferred City

For Listed Co’s (other than branches of
Banking / Insurance Co’s )

Submit self Evaluation score in Form 1
Cum Questionnaire for Review

1. establishment is less than twelve
months; and

CA. (Prof.) Shashi Gupta

Separate Fee for both HO and
Br Reviewer as per scale.

Additional fee of X 5000 for
Compilation by HO Reviewer

Annexure Il to Final Report

Additional fee for First Time
AQMM Review as a separate
exercise

2. existence for a period
exceeding twelve months but
not rendering any assurance
services

11



NEW CHANGES

Guidelines To Replace Statement wef 01.10.2022

ClassificationintoL |/ LIl
No of Forms introduced
Final Report - Annexure llI

Total Period for completion of
review

Review of Records

Communication with Board

Fee

30/05/2024

Done away

10

On AQMM added
20 days

Application cum Questionnaire
introduced (Form 1)

Combination of Compliance Approach
and Substantive Approach

Email: peerreviewboard@icai.in
prb.review@icai.in; prb.report@icai.in

New Scale of fee for PU with Listed
Companies; and

Fee is exclusive of DA/TA; GST

CA. (Prof.) Shashi Gupta

Earlier - Level | & Il

Earlier - Ann 1 & Il only
Earlier 60 days

Earlier for small PU — only
substantive approach

Minimum fee for PU
where the period of
Review is less than 3 years

12



NEW CHANGES

Guidelines To Replace Statement wef 01.10.2022
Validity of Certificate 3 years for all firms;
unless the Board otherwise

decides for certain category of
firms

30/05/2024 CA. (Prof.) Shashi Gupta 13



PROPOSED CHANGES

Guidelines To Reilace Statement wef 01.10.2022

Form 1

Form 2

Form 3

Form 5

Form 6

Form 7

Form 8

Form 9

Form 10
30/05/2024

Application cum Questionnaire

Name of three reviewers to PU by Board

PU to select Reviewer (RE) and intimate Board

Board to inform Reviewer along with Form 1. Form 1 by PU to RE
Declaration of Confidentiality - By Reviewer to PU

Application cum Declaration for Empanelment as Reviewer

By Reviewer to PU & Board — Proposed visit date and Samples
Selected

Additional Clarifications from PU by RE
Submission by PU to RE

Extension of time jointly by PU & RE. ( before the last date for
furnishing Form 9)

Extension of Validity of Certificate by PU to Board ( not beyond 6
months)

Report by RE — Covering Letter
Payment of Fee

Revocation of Certificate by Board to PU
CA. (Prof.) Shashi Gupta

To be submitted by PU seeking review
Within 3 working days

.. 1 working day

.. 2 working days

.. 2 working days

.. 5 days

.. PU to reply in one day
.. 2 days

( on site review not to extend beyond six
working days)

.. 7 days, otherwise no certificate.

PU to reply in 7 days
14



LATEST IN NEWS - Peer Review Roll Out

( Council Meeting from 07.01.22 to 09.01.22, Mandate Roll out 12.02.2022, and subsequent revisions )

Phase I: Statutorg Audit of Enterprises whose Equity or Debt are Listed — wef 01.04.22
{SEBT recommended since 2010 )

Phase Il: wef01.04.23 01.07.2024 ( 1t Extn 19.07.23; 2" Extn.16.03.2024 ) :

e Statutory Audit of Unlisted Enterprises whose Paid-up Capital not less than 500 cr; or Turnover not
less than 1000 cr; or Outstanding loan/debenture/deposit not less than 500 cr as at 315t March of
immediate preceding year

* Firms having 5 or more partners - For these Practice Units, there is a pre-requisite of having Peer
Review Certificate before acceftlng any Statutory audit. Practice Units which accept Statutory
audits on or before 30.06.2024 should ensure that they have a valid Peer Review Certificate at
the time of signing.

Phase Ill:

» Statutory Audit of Enterprises who have Raised funds of over 50 cr or which are covered under
Public Interest Entity — wef 82:04-24 01.01.2025 ( 1%t Extn 16.03.2024 ) :

* Firms having 4 or more partners — wef 62.04.24 01.01.2025

Phase IV:
* Firms conducting audit of branches of Public Sector Banks —wef 01.04.25
* Firms having 3 or more partners -wef 01.04.25

CA. (Prof.) Shashi Gupta



LATEST IN NEWS

e UDIN to be generated in 60 days to align with assembly of Audit File (405 th meeting held

on 17th September 2021 ) ( SA 230 Documentation Para A21 to A24 ); to be mentioned after every signature and
Membership number.

* Online Assessment Test

 Important Changes in Peer Review

* Time Schedule reduced to 20 days ( frem-90-dayste-60-days )

Sample Selection
Final Report - Ann |, Il & Il ( Ann 1l on AQMM )

* Engagement Quality Control Review (EQCR for Listed Comp.) ( SQC 1 Para 60) (SA 220
paral9)

Form 1 cum Questionnaire with Part A, B, C (Part C on AQMM):

« Concentration Client Fee increased from 10% to 15%

« Whether PU has ever undertaken self-evaluation as per ‘Digital Competency Maturity Model-
2.0

. Cat(eqo'roi\e}sqof Assurance Clients other than Tender, rationalized — Earlier 18 ( 30 A-R); Now
11 (22 A-

« Format of questions in Part B Made more Yes/No type for easy understanding and answers.

CA. (Prof.) Shashi Gupta



LATEST IN NEWS

Comptroller and Auditor General of India (C&AG) Empanelment

- upto 25 Additional Points for Peer Reviewed Firms for previous10 years as at 015t Jan
(wef Empl for FY 23-24)

* Empanelment 24-25:
« 10 -ve points - Unsatisfactory performance as auditor of a PSU
10 -ve points - Refusal of Audit/s allotted by CAG
10 -ve points - misconduct / negligent under ICAI
10 -ve points for reprimanded by QRB
10 -ve points / No Empanelment for reprimanded / Debarred by NFRA.
« No empanelment for debarred firms by any Regulator or Government Authority

« No empanelment for debarred firms for Conviction in cases filed by CBI/ED and cases
pending with these agencies

CA. (Prof.) Shashi Gupta



OBJECTIVE of Peer Review

e Examination and Review of ‘systems and procedures’ of
Practice Unit (PU), as envisaged by the Technical,
Professional and Ethical Standards, to determine whether
they are in:

* Existence

e Putin place
» Effective

* Operating

e Express Opinion (Report) on above.

..contd.

CA. (Prof.) Shashi Gupta



-..OBJECTIVE

Not to find out deficiencies but to improve the quality of
services rendered by the members

Not to identify isolated cases of engagement failure, but
to identify weaknesses that are pervasive and chronic in
nature

Not to sit on judgment of the Practice Unit while
rendering assurance services but to evaluate the
procedures followed by the Practice Unit in rendering
such a service

CA. (Prof.) Shashi Gupta



NEED FOR PEER REVIEW

» Corporate failures worldwide
»Failure on the part of few service providers.

» Expectation of service Receiver to receive high quality assurance
service, with consistency and greater Transparency

»Minimum gap between quality of service and actual service
rendered.

» Restoration of public confidence

CA. (Prof.) Shashi Gupta



Scope of Peer Review

* System & Procedure carried out during the period under review.

* Check Records for three completed financial years (records required to be
maintained for 7 years by a PU)

* Focus on:
e Compliance with Technical Standards

« Compliance with directions/guidelines of council for Members and
Articles

e Quality of Reporting

» Office Systems and Procedures

* Training Program for Staff (including Articled and Audit assistants)
e Appropriate infrastructure for assurance services

CA. (Prof.) Shashi Gupta



Limitations of Peer Review

* Review would not necessarily disclose all weaknesses
in compliance of technical standards.

* Any system of quality control has certain inherent
imitations — Departure from system may occur & may

not be detected ( Collusion, Human Error, Sample Size,
Management Override etc.. )

e Projection of any evaluation of system of quality
control to future periods is subject to risk.

CA. (Prof.) Shashi Gupta



Qualified Assistant

» Member who is an associate of the
Reviewer either as his partner or as a
paid assistant as per the records of the
Institute of Chartered Accountants of

India. ( at-least-1year-association, removed )

CA. (Prof.) Shashi Gupta



4 Eligibility of Reviewer

Para 10 - A Peer Reviewer:
4

/ “

e Shall be a member in practice with at least 7 years of audit experience.
( Earlier at least 10 years for Level | and 7 years for Level Il)

¢ |n case a member in employment who has subsequently obtained CP,
having atleast 10 years of experience in employment and at least 3
yvears audit experience in practice and is in whole time practice at the

N time of enrolment and appointment. (earlier 15 yrs + 5 yrs for Lev | and 10 yrs + 3
yrs for Lev Il )

¢ Should have undergone the requisite training and cleared the requisite
test for Peer Review as prescribed by the Board.

e \alidity 3 years

CA. (Prof.) Shashi Gupta



ONLINE ASSESSMENT /| EMPANELMENT TEST

* Members to undergo Training Program. Fill Empanelment Form. Pay Fee
* Empanelment Form to be vetted by PRB; confirmation from PRB on email.

 Participants to login to the ICAI Digital Learning Hub (DLH) platform; Launch the course to register themselves by
face recognition process at-least one day before the test date.

 Take Mock test and Final Test

* Participants not allowed to flip the window during the test as it will result in screen locking and forced
submission of test.

* Mock Test and Final Test on Friday, alternatively, subject to availability of sufficient number of members.

. Oncl)ine?’gest : Duration — 90 minutes; Time Slot Morning: From 10:00 AM to 11:30 AM; Afternoon: From 03:00 PM
to 04:30 PM

* Max Marks/Questions — 50; Passing Marks — 60% ( 30 Marks)
* Type of Questions — MCQ; Negative marking — NIL

* Weightage Subject wise:
* SQC: 07; SA: 14; Ind AS: 05; AS: 03; Ethics: 06; PR Process: 07; UDIN/Income tax/GST/Companies Act: 08

e Candidates need to stay in the test for minimum 60 minutes
e Compulsory for all
* Marks & result displayed instantly on submission of answers; successful candidates awarded online certificate

* No allotment of Peer Review after 01.07.2022 for members who have not passed this test.
CA. (Prof.) Shashi Gupta



A Practice Unit which has undertaken any of the under-mentioned assurance services in the period under review

(1/3)S

] Statutory Audit of Non Banking
(i) Statutory Central Audit of any (ii) Financial Companies (NBFC)

Bank or Insurance Company having public deposits of Rs.100
crore or above.

(A)
(B)

(iii)

Statutory Audit of Central or

State Public Sector ’ Statutory Audit of Enterprise
Undertakings (PSU); and which is listed in India or Abroad
Central Cooperative Societies . as defined under SEBI (Listing
having turnover > Rs. 250 crore (iv)  Obligations and  Disclosure

Requirements) Regulations, 2015.
or net worth > Rs.5 crores.

(C)

(D)

CA. (Prof.) Shashi Gupta



A Practice Unit which has undertaken any of the under-mentioned assurance services in the period under review :

(2/3)

Statutory Audit of Asset Management
(v) Companies (AMC) or Mutual Funds.

(E)

Statutory Audit of Entities preparing the Statutory Audit of Any Body corporate |

(vi) financial statements as per Ind AS. (vii)  including trusts which are covered under
(F) public interest entities. (G)

Statutory Audit of Entities which have
raised funds from public or banks or
(viii) financial institutions or by way of
donations/contributions over Rs 50 crore

| (H)

CA. (Prof.) Shashi Gupta



A Practice Unit which has undertaken any of the under-mentioned assurance services in the period under review :

(3/3)

Statutory Audit of Entities having

Statutory Audit of Entities which have Net Worth > Rs.100 Crores rupees

(ix) been funded by Central and / or State (x) or having turnover of Rs. 250 crore
Government(s) schemes of over Rs.50 b ) .
| crores (1) or above (J)

(xii) . Tender (S.No 21)

(xi)

« Any other (K) |

CA. (Prof.) Shashi Gupta



4 Special/Other Reviews

(i) Special Case Review: On the basis of specific information from Disciplinary
Directorate, any Regulatory Board may conduct a Special Review

(ii) Mandatory as may be decided by Council
(iii) Suo moto any PU ( Voluntary) may apply to Board for Review

(iv) New Unit — existence less than 12 months or in existence for more than 12
months with no assurance service .

(v) Any Client of the PU may request for Review of its Auditor.

CA. (Prof.) Shashi Gupta



___ 1. Fees Structure [t

I I I I I I I I I I I I I I I I I I - ‘\/,

Review period 3 yrs or more; Exclusive of TA/DA; Same scale for HO and Branch if reviewed separately; for
consolidated report X 5000 extra.

Fees for Practice

Average gross receipts/ Revenue from Units conducting
assurance service Clients of Practice statutory audit of

Unit (p.a) for the period under review Listed entities

Less than Rs. 10 lacs p.a. Rs. 15,000/- Rs. 18,000/-
From Rs. 10 lacs to 50 Lacs p.a. Rs. 25,000/- Rs. 30,000/-
From Rs. 50 lacs to 1 crore p.a. Rs. 40,000/- Rs. 48,000/-
From Rs. 1 crore to 3 crore p.a. Rs. 60,000/- Rs. 72,000/-
From Rs. 3 crore to 5 crore p.a. Rs. 75,000/- Rs. 90,000/-
From Rs. 5 crore p.a. to 10 crore p.a Rs. 1,50,000/- Rs. 1,80,000/-
From Rs. 10 crore p.a to 20 crore p.a. Rs. 2,00,000/- Rs. 2,40,000/-
From Rs. 20 crore p.a to 30 crore p.a. Rs. 3,00,000/- Rs. 3,60,000/-
Above Rs. 30 crore p.a. Rs. 5,00,000/- Rs. 6,00,000/-

CA. (Prof.) Shashi Gupta



g 2. Fees Structure

I I I I I I I I I I I I I I I I I I - ‘\/,

Minimum fee recommended for Practice Units where the period of Review is less than 3 vears:

Type of Firm

P Rs. 1,000 per partner subject to
In case of Partnership Firm minimum of Rs. 5,000 and maximum of
Rs. 10,000
In case of Sole Proprietorship concern Rs. 5,000/-

In case the PU is not able to bifurcate between gross receipt from
assurance and non-assurance service, the Peer Review fee may be
mutually agreed upon by the Reviewer and the PU

CA. (Prof.) Shashi Gupta



___ 4. Fees Structure [t

I I I I I I I I I I I I I I I I I I - ‘\/,

Additional Fee for First Time AQMM Review as a separate exercise

Average gross receipts/ Revenue from
assurance service Clients of Practice Unit (p.a)

for the period under review

Less than Rs. 10 lacs p.a. Rs. 5,000/-
From Rs. 10 lacs to 50 Lacs p.a. Rs. 5,000/-
From Rs. 50 lacs to 1 crore p.a. Rs. 5,000/-
From Rs. 1 crore to 3 crore p.a. Rs. 10,000/-
From Rs. 3 crore to 5 crore p.a. Rs. 10,000/-
From Rs. 5 crore p.a. to 10 crore p.a Rs. 20,000/-
From Rs. 10 crore p.a to 20 crore p.a. Rs. 20,000/-
From Rs. 20 crore p.a to 30 crore p.a. Rs. 25,000/-
Above Rs. 30 crore p.a. Rs. 30,000/-




Sample Selection Criteria

» Details of Assurance Clients:

* The Reviewer should obtain list of all UDINs generated by each partner of the

firm for each year covering the Review period.

e The total number of UDINs generated should tally with the total number of all

client’s provided by the firm in this Appendix.

e Reviewer should carefully verify that PU has provided separate financial year

wise and partner-wise as well as BO/HO/ details of assurance clients.

CA. (Prof.) Shashi Gupta



- Sample Selection Criteria

(®)

B

 Firms in existence for more than 3 yrs : to select Minimum sample size for validity of 3 years;
otherwise validity 18 months.

* Firms in existence from 1-3 yrs: Sample as per table, validity 3 yrs; between 5 but less than 10, 100%
selection - Validity 3yrs; Ifless than 5, 100% selection, validity 18 Months

. Minimum
Average annua_l gross receipts/ Re_venue.from .
assurance service clients of Practice Unit for the sample size
period under review

Less than Rs.5 crore

From Rs.5 crore to less than Rs.10 crore “
From Rs.10 crore to less than Rs.20 crore “

From Rs.20 crore to less than Rs.30 crore “
From Rs.30 crore to less than Rs.50 crore “

Rs. 50 crore and above. “

CA. (Prof.) Shashi Gupta
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Sample Selection Criteria

v Representative of total population
v" Highest Turnover

v At least 5 samples in total (in case less than 5 then 100% population) must be selected from the category
‘Statutory Audit’ of Listed entities, Central/ State Public Sector Undertakings and Central Cooperative Societies

v At least 1 sample each from CSA audit of Banks and Insurance Company, (if any). CSA will be substituted by
SBAs in case PU does not undertake CSA.

v' Sample must include "each type of assurance engagement’ (Statutory / Internal / Concurrent / Tax / GST etc.)

v' Sample from Service provided through tender

v' Sample must include at least one group/client which contribute 15% or more to the total revenue of the firm

v Sample must be selected from each of the locations where the PU is rendering Assurance services. However, in
case branch has a listed client, then that is mandatorily required to be included in the sample

v There must be at least one sample from assurance service rendered by each partner of the PU.

v' Sample must be picked from each year under review.

v' Sample must necessarily include those clients in respect of whom advisory has been issued by QRB, FRRB or
any regulator ( Ref: Quest Part B lI-Ethics, S.No 14)

CA. (Prof.) Shashi Gupta



Sample Selection Criteria

« Multiple samples of same client for same type of engagement for multiple years shall be
counted as one.

« Engagement type for one client can be more than one.

« Sample must necessarily include those assurance clients in respect of whom PU has
received fees below minimum scale of fees

« Other points to select sample representative:

« Original equipment manufacturer (OEM)
» Unique Product Line (UPL)
 Highly customised product (HCP)

« Highest fee

CA. (Prof.) Shashi Gupta



APPLICATION CUM QUESTIONNAIRE - Form 1

* Application

* Questionnaire:
* Part A—Firm information, 22 points, with Annexure A for List of attestation Services

* Part B—on General Controls based on SQC with VI sub parts:

Leadership Responsibilities For Quality Within The Firm ( 10 points )
Ethical Requirements ( 15 points )
» Acceptance and Continuance of Client Relationships and Specific Engagements (7 points)
Human Resources ( 10 points )
Engagement Performance (20 points )
Monitoring ( 6 points)

. Part C on AQMM with 3 Sections:

Practice Management
Human Resource Management
Practice Management — Strategic/Functional

Designed to ascertain existence of Internal Quality Controls, Systems & Procedures of PU
Reviewer uses the responses to plan the review
Reviewer to ensure Confidentiality of information contained

CA. (Prof.) Shashi Gupta 37



Questionnaire .. PART A

. Disciplinary proceedings if any
k. Client obtained through the process of tendering

Details of the assurance clients ( S.No 23 ) in format for Head office and branch
separately for the period of review year wise — Below format for reference

Name of Signing Whether Borrowing

Categoryof |Nameof
Client* / Branch/ Partner Engagement Rs. Lakhs

Name or code [HO Quality review

of client of PU done?

*Serial No A to K ( Total 11 categories + Tender )
**Type of engagement (1) Central Statutory Audit (CSA), (2) Statutory Audit (SA), (3) Tax Audit (TA),

(4) Internal Audit (1A), (5) GST Audit (6) Others (7) Certification (8) Special / Bank / Revenue /
Financial / System / Concurrent / etc. )

* Period Covered: details of assurance clients where report / certificate has been signed during the period under
review i.e. means three financial years preceding the year in which the Practice Unit is selected or such other period
or any period as may be prescribed by Board for conducting a Peer Review in a specific case.

30/05/2024 CA. (Prof.) Shashi Gupta 38



EXECUTION Step 1 : Compliance Review of
General Controls

Evaluating the degree of reliance for effective Review of:

e Independence

e Maintenance of Professional Skills and Standards
e Outside Consultation

o Staff Recruitment, Supervision and Development

e Office Administration

CA. (Prof.) Shashi Gupta



EXECUTION Step 2 : Review of Records

« Compliance Approach

« Substantive Approach

CA. (Prof.) Shashi Gupta



EXECUTION : Review of Records

« Compliance Approach —to ensure that assurance services are
being performed in accordance with Technical, Professional and
Ethical Standards

 Following areas shall be considered ( Six Specific Controls):
» Assurance services Records Administration’
« Review and evaluation of "System of Internal Controls’
« Substantive Tests
* Financial Statements Presentation and Disclosures’
« Assurance services Conclusions’
« Assurance services Reporting’

CA. (Prof.) Shashi Gupta



EXECUTION : Review of Records

» Substantive Approach — Review of the assurance working

papers in order to establish the extent of compliance, whether
the assurance work has been carried out as per the Technical,

Professional and Ethical Standards.

CA. (Prof.) Shashi Gupta



PRELIMINARY REPORT

* Issued only when the reviewer is not satisfied with the systems
and procedures of the PU

e Consists of the qualifications, deficiencies or noncompliance
identified

* Reviewer sends this report as per the format provided by PRB

* PU must submit its representations to reviewer in 2 days

* Based on the representations received, the reviewer drafts the
final report

CA. (Prof.) Shashi Gupta



FINAL REPORT

* Two types of Final report:

* Modified Report- Qualified report indicating the deficiencies or non
compliances

* Unmodified Report/Clean Report- The systems and procedures are well
in place.

* Once the representations are received from PU, the reviewer
evaluates whether to issue modified or unmodified opinion.

* In case of modified final report, the board shall order for a follow-
on review to check the action plans of the PU.

* Copy of Unmodified report to PU also.

CA. (Prof.) Shashi Gupta



FINAL report CONTENTS

e Addressee ( Peer Review Board)
e QObjective Para
® Limitation Para
e QOpinion Para
e Signatory Details
e Place
e Date
e Three Annexures:
e | —General, 24 points
e ||:7 aspects
e Quality Control, Ethical Requirement & Independence, S.No. 1-9
e Engagement Documentation, S,No 10-13
e Audit Planning and Risk Assessment, S.No. 14-31
e Audit Sampling and Other Selective Testing Procedures, 32
e  Materiality, 33
e  Audit Documentation, 34-35
e  Audit Evidence, 36
e |[ll-on AQMM
® Form9

CA. (Prof.) Shashi Gupta



Annexure | - Final Report

Reviewer’s Comments On:

It has 24 Points

Initial Selection and changes made if any; Special reference to total no of assurance
assignments; it must tally with details of list provided in Part 1 of the Questionnaire.

Qualified Assistant

Existence and Operation of General Controls

Review of internal control systems

Compliance with technical, professional and ethical standards
Presentation of financial statements conform to statutory requirements
Audit conclusions drawn are duly supported by audit queries/observations
Quality of audit reports

If preliminary report issued; Response of PU

Professional work through process of tendering

Appointment letters are properly issued to staff recruited

Samples as per the criteria mentioned

PU Reviewed by Quality Control Board

Quality of Tax Audit Services

Quality Control Manual — whether responses submitted by Practice Unit under Part B of
the Questionnaire as per Manual

CA. (Prof.) Shashi Gupta



Annexure Il - Final Report

Compliance according to SQC 1 — Reviewer’s
Comments:

* |t has 36 Points
 Quality Control, Ethical Requirement & Independence ( 1-9 )
« Engagement Documentation (10-13 )

Audit Planning and Risk Assessment (14-31 )

Audit Sampling & Other Selective Testing Procedures ( 32 )

Materiality ( 33)

Audit Documentation ( 34-35)

Audit Evidence ( 36)
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Annexure lll - Final Report AQMM

In case where Part C of the Questionnaire is filled
by the Practice Unit which is Applicable for
Practice Units carrying out Statutory Audit of listed
entity or Banks (other than single state co-
operative banks); or Insurance Companies (
branch auditors of Banks/Insurance Companies
not included ) w.e.f 01.04.2023 and
recommendatory for other Practice Units
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Audit
Quality
Maturity
Model -

Version 1.0
(AQMM v1.0)

Capacity Building Measure initiated by ICAI
Evaluation Matrix

To enable audit firms to self-evaluate their current level
of:

e Audit Maturity

 |dentify areas where competencies are good or
lacking

* Develop a road map for upgrading to a higher level of
maturity

AQMM v1.0 would be recommendatory with exceptions.

For quality of the engagement, its 'Worm’s Eye View’
which is relevant than 'Bird’s Eye View”
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AUDIT QUALITY MATURITY MODEL (AQMM) - Self Evaluation of Firm

SECTION REFERENCE TOTAL
POSSIBLE
POINTS
Section 1: Practice Management 280 Upto 25% to Level 2 Firm Firm made
Operations 50% in each some Progress
Section
Sec 2: Human Resource 240
Management Upto 50% to Level 3 Firm Firm made
75% in each substantial
Sec 3: Practice Management — 80 Section progress
Strategic/Functional Upto 75% to Level 4 Firm Significant
100 % in each adoption of
TOTAL 600 Section Standards and
Procedures

NOTE: Level achieved under each section is considered. The lowest of all the three levels is the Final Score
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Section 1: Practice Sec 2: Human Resource Sec 3: Practice
Management Operations Management Management —

Strategic/Functional

Practice Areas of the Firm 12  Resource Planning & Monitoringas 28 Practice Management 20
per the firm's policy

Work Flow - Practice Manuals 16 Employee Training & Development 44  Infrastructure — Physical & 48

Others
Quality Review Manuals or 24  Resources Turnover & 104 Practice Credentials 12
Audit Tool Compensation Management
Service Delivery - Effort 36 Qualification Skill Set of employees 32
monitoring and

use of Experts

Quality Control for 80 Performance evaluation measures 32
engagements carried out by the firm (KPI’s)
Benchmarking of service 16

delivery

Client Sensitization 16

Technology Adoption 64

Revenue, Budgeting & Pricing 16
51

Tnatal nf Qartinn 1 /2 /2 =6A0NN 220 2AN N



DO’S AND DON'TS .. FOR PEER REVIEWER

* Peer reviewer should attend the peer review training programs and clear the
requisite test for peer review at least once in every 3 years ( earlier 5 years).

* The reviewer should study in detail, the peer review manual before
commencing the review.

e The reviewer must submit the declaration to the board/PU

» Take note of the “Eligibility to be a reviewer”
* Adhere to the Guidelines issued by the board

Ensure that the timelines are adhered to (To complete within 20 ss days)

The peer reviewer is appointed in individual capacity, and all
communications to be done in individual capacity

Final Report within 15 days of date of signing to Board

Report online. Size of file not to exceed 5MB
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DO’S AND DON'TS .. FOR PEER REVIEWER

e Shall not carry any extracts of the records examined by him.
» Shall be bound by the code of ethics.

» Shall be bound by the “Secrecy provision” as mentioned in the statement on
peer review.

e Cannot, under any circumstances, communicate with or visit the client(s) of
the PU.

e Cannot challenge the professional judgement exercised by a PU in
conducting the audit

 shall not accept or should not have accepted any professional assignment
from the Practice Unit for a period of two vears from the date / prior the
date of appointment

* The reviewer must document the working papers to substantiate the review
performed and his findings. Papers subject to scrutiny by PRB
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SOME IMPORTANT ASCPECTS

* The Peer Review Board was established in terms of the Statement on Peer Review issued
by the Institute of Chartered Accountants of India in March, 2002

* |CAIl Code of Ethics, 2019 came in effect wef 01.07.2020

* Know Your Client (KYC) Guidelines mandatory for all attest functions with effect from
01.01.2017

* As per SQC 1, Managing Partner of the firm assume ultimate responsibility of firms
system of Quality Control.

* For Listed Companies, engagement partner should rotate after a pre-defined period not
more than 7 years ( SQC 1); As per Companies Act [sec 139(2)], 5 years for Individual
auditor; Max. 2 terms of 5 years for a Firm.

 Communication with Retiring Auditor be kept in Permanent Audit File.

* The management to undertake a Preliminary Assessment whether the entity has the
ability to continue as a going concern.

» Deferred Tax Asset and Deferred Tax Liability can be offset if the entity has legally
enforceable right to set off current tax assets against current tax liabilities (AS 12)
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SOME IMPORTANT ASCPECTS

 An uninsured loss of inventories as a result of fire after the balance sheet date
but before signing, is not an Subsequent Event requiring adjustment in FS.

 The PU are required to ensure completion of Engagement Quality Control Review
(EQCR) before audit reports are issued.

* Positive confirmations are those where the auditor requests a response from the
recipient, regardless of whether they agree with the provided information.

* As per Ind AS 32, Financial liability is any liability which creates a contractual
obligation to deliver cash or another financial asset to another entity.

* The maximum number of tax audits that can be undertaken by a Chartered
Accountant is limited to 60.

* As per Companies Act 2013 sec 141(3)(g) upto 20 companies. One Person /
Dormant / Pvt Ltd Companies with less than 100 crores paid up share capital and
small companies are excluded from this limit.

* Three main types of audit risk: Inherent risk, Detection risk, and Control risk.
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ITS GOCD TO LEARN FROM YOUR MISTAKES.
IT'S BETTER TO LEARN FROM OTHER
PEOPLE'S MISTAKES

-Warren Buffett
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