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Promoting Quality of  Services Provided by 
ICAI Members through Quality Review Board

Consequent to the Chartered Accountants (Amendment) Act, 2006, the Central Government 
constituted a Quality Review Board under Section 28A of the Chartered Accountants Act, 1949. 
which included a Chairperson and ten other members who are the people of eminence from the 
field of law, economics, business, finance or accountancy. Council of The Institute of Chartered 
Accountants of India nominates five members and the Central Government nominates its 
Chairperson and five other members. At present, the Quality Review Board has, apart from five 
ICAI Council nominated members, representatives from the Ministries of Corporate Affairs and 
Law & Justice, Comptroller & Auditor-General of India and Securities and Exchange Board of 
India, among others. Chairperson of the Board is a retired Indian Revenue Service officer of the 
Government of India. Among its primary functions, the Board reviews the quality of services 
provided by members of the ICAI guides them on how to improve the services, and recommends 
quality of services being delivered by the members to the Council. Read on to know more about the 
Board and its jurisdiction and responsibilities…

CA. Subodh Kumar Agrawal
(The author is a past President 
of the Institute who may be 
contacted at subodhka@yahoo.
com.)

Council of The Institute of Chartered Accountants 
of India (ICAI) and the Chairperson and other five 
members are nominated by the Central Government. 

Apart from the five representatives of the 
Council of the ICAI, therefore, the current Board 
also comprises representatives from the Ministry 
of Corporate Affairs, Ministry of Law & Justice, 
Comptroller & Auditor-General of India, Securities 
and Exchange Board of India, and one practicing 
chartered accountant. Chairperson of the Quality 
Review Board is a retired Indian Revenue Service 
officer of the Government of India.

Functions of QRB 
As per the Section 28B of the Chartered Accountants 
Act, 1949, the Quality Review Board shall perform 
the following functions:
(a) to make recommendations to the Council with 

regard to the quality of services provided by the 
members of the Institute;

Introduction
Under Section 28A of the Chartered Accountants 
Act, 1949, consequent to the Chartered Accountants 
(Amendment) Act, 2006, the Central Government 
constituted a Quality Review Board consisting of a 
Chairperson and ten other members by Notification 
GSR. 448 (E) dated 28th June 2007. Chairperson and 
members of the Board are appointed amongst the 
people of eminence having experience in the field 
of law, economics, business, finance or accountancy. 
Five members of the Board are nominated by the 
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issue which the Board may feel relevant for the 
purpose of assessing the quality of work and 
services offered by the members of the Institute;

(e)  make recommendations to the Council to guide 
the members of the Institute to improve their 
professional competence and qualifications, 
quality of work and services offered and 
adherence to various statutory and other 
regulatory requirements and other matters 
related thereto.
In terms of the aforesaid Rule 6, the Board has 

issued the Procedure for Quality Review of Audit 
Services of Audit Firms (the ‘Procedure’), which is 
available at http://www.qrbca.in. As per the aforesaid 
Procedure, Quality Review is directed towards the 
evaluation of audit quality and its adherence to 
various statutory and other regulatory requirements. 
It would involve the review and assessment of 
the auditors’ work while carrying out their audit 
function so that the Board is able to assess (a) the 
quality of audit and reporting by the auditors; and 
(b) the quality control framework adopted by the 
auditors/audit firms in conducting audit. 

Reviews
In accordance with the aforesaid Procedure, the 
Quality Review Board had initiated in the year 
2012 a system of independent review of statutory 
audit services of the audit firms auditing accounts 
of public interest entities in India pursuant to a 
process comprising selection of the audit firms for 
review and engagement of Technical Reviewers. The 
Board had decided to engage chartered accountants 
as Technical Reviewers. Currently, a total of 81 
chartered accountants have been empanelled with 
the Board. An application form is available online 
at http://www.qrbca.in regarding empanelment 
as Technical Reviewer with the Board and the 
empanelment is open throughout the year. 

In the exercise of powers conferred by the clauses 
(f) and (g) of Sub-section (2) of Section 29A, read with 
Section 28C and Sub-section (1) of Section 28D, of the 

Chartered Accountants Act, 1949, the Government 
of India has also issued Chartered Accountants 

(Procedures of Meetings of Quality Review Board, and 
Terms and Conditions of Service and Allowances of 
the Chairperson and Members of the Board) Rules, 

2006. Rule 6 of Chartered Accountants (Procedures 
of Meetings of Quality Review Board…

(b) to review the quality of services provided by the 
members of the Institute including audit services; 
and

(c) to guide the members of the Institute to 
improve the quality of services and adherence 
to the various statutory and other regulatory 
requirements.

In the exercise of powers conferred by the clauses 
(f ) and (g) of Sub-section (2) of Section 29A, read 
with Section 28C and Sub-section (1) of Section 
28D, of the Chartered Accountants Act, 1949, the 
Government of India has also issued Chartered 
Accountants (Procedures of Meetings of Quality 
Review Board, and Terms and Conditions of Service 
and Allowances of the Chairperson and Members 
of the Board) Rules, 2006. Rule 6 of Chartered 
Accountants (Procedures of Meetings of Quality 
Review Board, and Terms and Conditions of Service 
and Allowances of the Chairperson and Members of 
the Board) Rules, 2006 specifies that the Board may, 
in discharge of its functions: 
(a) on its own or through any specialised 

arrangement set up under the Institute, evaluate 
and review the quality of work and services 
provided by the members of the Institute in such 
manner as it may decide;

(b) lay down the procedure of evaluation criteria to 
evaluate various services being provided by the 
members of the Institute and to select, in such 
manner and form as it may decide, the individuals 
and firms rendering such services for review;

(c) call for information from the Institute, the 
Council or its Committees, Members, Clients of 
members or other persons or organisations, in 
such form and manner as it may decide, and may 
also give a hearing to them;
 Provided that where the Board does not 

receive the information called for by it from 
any Member of the Institute, the Board 
may request the Institute to obtain the 
information from the member and furnish 
the same to the Board:

 Provided further that where the Board does 
not receive the information called for by 
it from any company registered under the 
Companies Act, 1956 (1 of 1956), the Board 
may request the Central Government in the 
Ministry of Corporate Affairs for assistance 
in obtaining the information.

(d) invite experts to provide expert/technical 
advice or opinion or analysis on any matter or 
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Quality Review Board had initiated a robust 
system of independent review of statutory audit 
services of the audit firms auditing accounts of 
public interest entities in India in August 2012. The 
Board had selected a total of 216 review assignments 
for review of statutory audits of 168 top listed 
entities in India. The Board had selected 139 Audit 
firms, registered with the ICAI, who had performed 
these audits. These 168 entities represent various 
industries/sectors. Audits of 10 companies/entities 
were in relation to the financial statements for the 
year ended on 31st March 2011 or the year 2010 
as the case may be; those of 58 companies/entities 
pertained to the financial statements for the year 
ended on 31st March 2012 or the year 2011 as the case 
may be; those of 100 companies/entities pertained to 
the financial statements for the year ended on 31st 
March 2013 or the year 2012 as the case may be. 
These entities selected for review represent about 
62% market cap of the stocks listed on the National 
Stock Exchange (NSE) and 63% market cap of the 
stocks listed on Bombay Stock Exchange (BSE). 
Technical Reviewers empanelled with the Board 
for conducting these reviews, who along with their 
qualified assistants ensured that resources of about 
200 qualified professionals were available with the 
Board for conducting these review assignments.

Since then, the Board has finalised a total of 175 
review reports while reviewing audits of top listed 
entities in India. Based upon these 175 review 
reports, 25 cases have been recommended to the 
ICAI Council for consideration and in 74 cases 
appropriate advisories were issued to the concerned 
audit firms for the improvement in future. So, 
a total of 99 reviews out of 175, i.e., about 57% 
reviews indicated a need for improvement in diverse 
areas. The complete review mechanism has been 
administered as per the best international practices 
based on a detailed analysis of the inspection 
systems of the audit regulators around the world. 
QRB has also brought out A Report on Audit 
Quality Review Findings (2012-15) to provide the 
analysis and summary of observations made by the 
Reviewers in review reports completed during the 
financial years 2012-15. The report is accessible at 
the QRB website, i.e. http://www.qrbca.in. Summary 
of the observations made by Reviewers would act 
as necessary guidance to the members at large for 
improving the quality of audit services in future.

The review procedures include a review of 
aspects of the firm’s auditing of financial statements 

of selected audit(s). The scope of the reviews is 
determined according to the Board’s criteria, 
and the firms are not allowed an opportunity to 
limit or influence the scope. The major focus of 
the reviews is on compliance with the technical 
standards, relevant laws and regulations, quality of 
reporting, and the firm’s quality control framework. 
In addition to evaluating the quality of the audit 
work performed on a specific audit, the review 
includes the review of certain aspects of the firm’s 
practices, policies, and procedures related to audit 
quality. The review addresses practices, policies, and 
procedures concerning audit performance, training, 
compliance with independence standards, client 
acceptance and retention, and the establishment of 
policies and procedures. The QRB has also specified 
the Quality Review Program General Questionnaire 
containing questions concerning various aspects 
of an audit firm such as Quality control, ethical 
requirements and audit independence; leadership 
and responsibilities; assurance practices; client 
relationships and engagements; human resources, 
consultation; differences of opinion; engagement 
quality control review; engagement documentation; 
audit planning and risk assessment; materiality; audit 
sampling and other selective testing procedures; 
audit documentation; audit evidence; written 
representations; and auditor’s report.

In the course of reviewing aspects of selected 
audits, a review may identify ways in which a 
particular audit is deficient, including failures of the 
firm to identify, or to address appropriately, aspects 
in which an entity’s financial statements do not 
present fairly the financial position or the results 
of operations in conformity with the applicable 
Generally Accepted Accounting Principles (GAAP) 
and other technical standards. It is not the purpose 
of a review, however, to review all of a firm’s audits 
or to identify every aspect in which a reviewed 
audit is deficient. Accordingly, a review should not 

Quality Review Board had initiated a robust system 
of independent review of statutory audit services of 
the audit firms auditing accounts of public interest 

entities in India in August 2012.  The Board had 
selected a total of 216 review assignments for review 

of statutory audits of 168 top listed entities in India. 
The Board had selected 139 Audit firms, registered 

with the ICAI, who had performed these audits. These 
168 entities represent various industries/sectors.
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be understood to provide any assurance that the 
firm’s audits, or its clients’ financial statements or 
reporting thereon, are free of any deficiencies.

Public trust in an auditor's ability to examine an 
assertion critically and analytically based on both 
independence and subject matter expertise, gives 
the profession an edge on all competitors. The 
QRB is acutely focused on helping the profession 
build public confidence in audit. The Board’s work 
is based on facts and founded on what is learnt in 
the review and in the outreach. Through various 
programs, the Board has been guiding the audit 
firms to improve their audit quality. It has also been 
guiding its Reviewers in terms of their role and 
responsibilities and how they should structure their 
review emphasising upon compliance of technical 
standards, relevant laws and regulations and other 
aspects. QRB’s reviews involve assessment of the 
work of auditors while carrying out their audit 
function so that the Board is able to assess (a) the 
quality of audit and reporting by the auditors; and 
(b) the quality control framework adopted by the 
audit firms in conducting audit. The vast majority 
of audit firms have reacted responsibly by taking 
actions to improve compliance and overall audit 
quality. A number of other important initiatives have 
also been taken by the QRB with a view to effectively 
carry out the functions as entrusted to the Board 
by the Parliament of India under Section 28B of the 
Chartered Accountants Act, 1949.

International Cooperation
At the international level, cooperation amongst 
the public oversight bodies is an important recent 
addition to the international agenda. The Quality 
Review Board appreciates the need to establish 
international linkages and co-operation with the 
counterpart international bodies and organisations 
with a view to sharing knowledge of the audit 
market environment and practical experience of 
independent audit regulatory activity. 

It was observed that the International Forum 
of Independent Audit Regulators (IFIAR) offered 
a platform for dialogue with other international 
organisations that had an interest in audit quality. 
Since its establishment in 2006, the IFIAR’s 
membership has grown to represent independent 
audit regulators from 50 jurisdictions from across 
the world. India is currently not represented in this 
body, however, consequent to the QRB’s persistent 
efforts, IFIAR expanded its work programme to 

help the emerging bodies like QRB. These efforts 
culminated with the IFIAR’s invitation to the QRB to 
take part in its Plenary Meeting in the capacity of an 
‘Observer’ in April 2015.

The QRB also initiated dialogue with the 
US PCAOB and Japan’s CPAAOB, as part of its 
initiative to engage in mutual cooperation with the 
counterpart independent audit regulators of major 
countries. Significant benefits were derived from 
knowledge and experience sharing, understanding 
their audit regulation mechanism and other matters 
of mutual interest. These interactions provided the 
right platform for making the review systems and 
practices in line with the best international practices. 
All this would aim to serve the public interest and 
enhance investor protection by improving audit 
quality, including through independent reviews of 
auditors in India.

Analysis of Inspection System and 
Practices of IFIAR Members
An analysis of the inspection system and practices of 
independent national audit oversight authorities of 
41 countries being members of IFIAR were examined 
by the QRB. A list of such bodies could be referred to 
in the Annexure of this article. The observations are:
1. In most of the bodies, majority of the governing 

body members are non-practitioners. However, 
in some cases, the practicing auditors are either 
not allowed to be members of the oversight body 
or former auditors/practitioners are included 
with a specified cooling-off period.

2. Funding Arrangements:
a) In 13 bodies, the funding is being done 

solely by their respective Governments. 
b) In other 13 bodies, the funding is being done 

partly by their respective Governments and 
partly by one or more of the methods as at 
(c) below (Abu Dhabi, Denmark, Ireland, 

In the course of reviewing aspects of selected audits, 
a review may identify ways in which a particular 
audit is deficient, including failures of the firm 
to identify, or to address appropriately, aspects 
in which an entity’s financial statements do not 

present fairly the financial position or the results 
of operations in conformity with the applicable 

Generally Accepted Accounting Principles (GAAP) 
and other technical standards.
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Italy, Korea, Malaysia, Malta, Portugal, 
Slovak Republic, South Africa, Chinese 
Taipei, Thailand, UK).

c) Other funding methods observed by various 
bodies included one or a combination of the 
following:
i. Funds collected for services provided to 

non subject entities (Abu Dhabi)
ii. Funded by the reporting issuers/ 

listed companies/industry/market 
intermediaries (Canada, Egypt, Italy, 
Korea, Thailand, UK, USA)

iii. Fees imposed on auditors/audit firms/
members of professional bodies 
(Denmark, Finland, Germany, Greece, 
Italy, Luxembourg, Malaysia, Malta, 
Netherlands, Norway, South Africa, 
Spain, Sweden, Switzerland, Chinese 
Taipei,)

iv. Annual licensing fees/Statutory fees 
payable under the law/Registration fees 
(Egypt, Singapore, Slovak Republic, 
South Africa, Sweden, Switzerland, 
USA)

v. Fixed levies on the profession as set out 
by the law/Accountancy bodies (France, 
Ireland, Portugal, UK)

vi. Funded by the various regulatory 
authorities comprising the body 
(Portugal)

vii. Secondary sources of funding such as 
publication revenues (Spain)

3. Activities of such public oversight bodies mainly 
include one or more of the following:
a) Registration of specified accounting firms/

statutory auditors;
b) Supervision of procedures for the granting 

of authorisations to carry out statutory 
audits, the records and registers of the 
Chamber;

c) Recurring inspection of accounting/audit 
firms;

d) Review of quality control review program of 
the professional institute;

e) Establishment of standards for financial 
reporting, auditing, quality control, ethics, 
independence for accounting/audit firms;

f ) Investigation and enforcement of sanctions 
after the results of recurring inspection or 
investigations;

g) Supervision of the functioning of the 
continuing professional training program;

h) Overall oversight of the professional 
organisations;

i) Granting recognition to bodies of 
accountants for audit purposes, approval 
of their rules, regulations, standards and its 
supervision;

j) Overseeing/implementation of examinations;
k) Suggesting improvements to existing 

regulations based on international best 
practices; and

l) Co-ordination and exchange of information 
with international counterparts or with a 
transnational oversight entity.

4. The scope of inspection procedures carried out 
mainly include:
a) Review of firm-wide procedures, including 

an assessment of how the firms’ internal 
controls impact the audit quality;

b) Audit firms’ independence;
c) Internal quality controls and safeguards 

placed within the audit firm;
d) Compliance with Technical standards 

including applicable accounting and 
auditing standards;

e) Review of auditors’ working papers of 
selected audit files to assess the quality 
of their work and to ensure that sufficient 
work has been performed to ensure that 
financial statements are free of material 
mis-statement;

f ) Site-inspections and interviews with 
professional staff;

g) Discussing findings with senior management 
of the auditor and agreeing on outcomes;

h) Any other procedures deemed necessary.
5. Inspection System:

a) 19 bodies directly perform the responsibility 
for recurring inspections of audit firms 
undertaking audits of public interest 
entities;

b) 8 bodies perform this responsibility through 
oversight of inspection undertaken by 
relevant professional bodies; and 

The QRB also initiated dialogue with the US PCAOB 
and Japan’s CPAAOB, as part of its initiative to 

engage in mutual cooperation with the counterpart 
independent audit regulators of major countries.
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c) 14 bodies conduct direct inspection of 
audit firms doing audits of specified public 
interest entities and examine reports of 
quality control review by the professional 
body in respect of the other audit firms 
undertaking audits of non-public interest 
entities.

6. The term Public Interest Entity(ies) (PIEs) has 
been defined differently but mainly include one 
or more of the following entities:
a) Listed companies on the stock exchange 

or companies wishing to list by way of 
an IPO and/or significant subsidiaries of 
such companies based on criteria such as 
contributing more than 20% of the assets or 
turnover of the group accounts;

b) Companies in regulated industries such as 
banks and insurance companies;

c) State owned public limited companies, 
municipalities, local authorities;

d) Certain large non-public companies 
satisfying one or more of the criteria based 
on exceeding certain specified strength of 
employees/ turnover /net worth;

e) Certain large non-public financial 
institutions; and

f) Other entities which raise funds from the 
public.

7. Audit and Financial Market: The audit market is 
highly concentrated in most jurisdictions. The 
vast majority of audits of listed companies are 
performed by a few big firms having regard to 
market capitalisation.

8. Frequency of Inspections–requirements & 
practices:
a) In general, the frequency of inspections 

include:
i. Audit firms auditing PIEs are inspected 

once in every 3 years
ii. Audit firms auditing Non-PIEs are 

inspected once in every 6 years
iii. A few big firms are inspected more 

frequently–annually or once in 2 years 
(Australia, South Korea, Singapore, 
Spain, Switzerland, Thailand)

b) Certain other bodies adopted other different 
methods such as:
i. Canada: 100 or more reporting issuer 

audit clients–annual inspection; 50-99 
reporting issuers–once in 2 years; less 
than 50 reporting issuers–every 3 years.

ii. Dubai: Inspections of auditors of PIEs 
are conducted in a manner that yearly 
desk reviews are done covering matters 
such as CPE, professional indemnity 
insurance, internal peer review reports; 
planned on-site inspections are done 
every 2 years and event driven reviews 
are done from time to time (based on 
issues identified internally and external 
referrals). ICAEW and/or ACCA are 
used on high risk and inspections of few 
big firms under arrangement.

iii. Egypt, Finland, Malaysia, Sweden: 
Inspections are planned using risk based 
approach.

iv. Germany: Any audit firm with 26 or 
more relevant audit engagements are 
subject to annual inspection while others 
are inspected every 3 years.

v. Sri Lanka: SLAASMB receives a copy of 
all audited financial statements of public 
interest entities. The SLAASMB reviews 
compliance with Accounting standards 
of a sample of the financial statements 
received. A further sample is selected 
for reviewing compliance with Auditing 
Standards. Audit firms are advised on 
the improvements required on their 
auditing process, which are followed up 
for the compliance in the following year.

vi. UK: The UK Audit Inspection unit (AIU) 
of the FRC conducts reviews of firms 
with more than 10 public interest audits 
– there are 9 such audit firms. There are 
further 40 firms with less than 10 public 
interest audits, where the AIU reviews 
the audit work of their public interest 
audits and delegates the independent 
inspection of the firm to the Monitoring 
Bodies of ICAEW/ICAS to undertake 
primary review of the firm.

vii. USA: Inspections are conducted annually 
for registered firms that provide audit 
reports for more than 100 US public 
companies and triennially for registered 
firms that regularly provide audit reports 
for 100 or fewer US public companies.

An analysis of the inspection system and practices of 
independent national audit oversight authorities of 
41 countries being members of IFIAR were examined 

by the QRB.
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9. Inspection Methods:
a) In most of the cases where the recurring 

inspections of audit firms undertaking audits 
of public interest entities are performed 
directly by the concerned audit oversight 
body, it was done either through the own 
inspectors or through persons hired on full 
time basis.

b) However, in certain other cases, where      
inspection was done through oversight of inspection 
undertaken by relevant professional bodies and 
where reports of quality control review by the 
professional body were examined in respect of the 
audit firms undertaking audits of non-public interest 
entities, the inspections were done by the inspectors 
of the relevant professional body. 

Annexure: List of Members of International Forum of Independent Audit Regulators (IFIAR) Examined

Sl. No. Name of Country Name of Organization
1. Abu Dhabi/ UAE Abu Dhabi Accountability Authority
2. Albania Public Oversight Board
3. Australia The Australian Securities and Investments Commission
4. Austria Austrian Auditors Supervisory Authority
5. Brazil Securities Commission – Brazil
6. Bulgaria Commission for Public Oversight of Statutory Auditors
7. Canada Canadian Public Accountability Board
8. Croatia Audit Public Oversight Committee
9. Denmark Danish Business Authority
10. Dubai Dubai Financial Services Authority
11. Egypt Egyptian Financial Supervisory Authority
12. Finland The Auditing Board of the Central Chamber of Commerce
13. France High Council for Statutory Audit
14. Germany Auditor Oversight Commission
15. Greece Hellenic Accounting and Auditing Standards Oversight Board
16. Hungary Auditors Public Oversight Committee
17. Ireland Irish Auditing & Accounting Supervisory Authority 
18. Italy Commissione Nazionale per le Societa e la Borsa (CONSOB)
19. Japan Certified Public Accountants and Auditing Oversight Board
20. South Korea The Financial Services Commission
21. Lithuania The Authority of Audit and Accounting
22. Luxembourg Commission de Surviellance du Secteur Financier (CSSF)
23. Malaysia Audit Oversight Board
24. Malta Accountancy Board
25. Mauritius Financial Reporting Council
26. The Netherlands Netherlands Authority for the Financial Markets
27. Norway The Financial Supervisory Authority of Norway
28. Poland Audit Oversight Commission
29. Portugal National Audit Oversight Board
30. Singapore Accounting and Corporate Regulatory Authority
31. The Slovak Republic Auditing Oversight Authority
32. South Africa Independent Regulatory Board for Auditors
33. Spain Accounting and Auditing Institute
34. Sri Lanka Sri Lanka Accounting and Auditing Standards Monitoring Board
35. Sweden Supervisory Board of Public Accountants
36. Switzerland Federal Audit Oversight Authority
37. Chinese Taipei  Financial Supervisory Commission 
38. Thailand The Securities and Exchange Commission, Thailand
39. Turkey Capital Markets of Turkey
40. United Kingdom Financial Reporting Council
41. United States of America Public Company Accounting Oversight Board
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