
PPRROOLLOOGGUUEE
he establishment of the peer review
mechanism by the Council of the
Institute of Chartered Accountants of
India with the issuance of the Statement
on Peer Review (hereinafter referred to

as 'the Statement') in March, 2002 and consequently the
setting up of the independent Peer Review Board has
been widely acclaimed by all quarters of the society and
stakeholders .  Such a step has been hailed as a timely and
positive response to growing expectation gap and sets at
rest host of questions over the quality of services per-
formed by chartered accountants in India.  As a matter of
coincidence, the issuance of the Statement coincided
with the all pervasive turbulence in the global economic
environment.  The Institute, in its endeavour to meet the
demands of high quality assurance, consistency and
greater transparency, set up the Peer Review Board which
promises to be a step forward in the right direction with a
view to maintain and enhance the quality of attestation
services and to guide its members in improving their per-

formance by ensuring adherence to various technical
standards issued by it.  Let us not forget that the peer
review is, more than anything else, a structured frame-
work to provide the kind of reaffirmation that profes-
sionals seek.  This affirmation comes through the
processes put into place by an independent body, only
adds to the strength and vigour of the concept itself.  And
to that extent strengthens also the professional's resolve
to grow and evolve into a more contributing human
being, a person who stands alone as an integrated, knowl-
edgeable and mature one, confident both of his own abil-
ities and the firmness of the values which support his
stance. This "first person approach" to improvement in
oneself, and resolve to enhance ability to perform quali-
tatively,  make the Peer Review System in India a very spe-
cial and distinct one across the globe. It may be under-
stood that the Peer Review is not a labelling exercise-nor
is aimed at classifying the haves and have nots in the pro-
fession, i.e., a class which has the Hall Mark Certificate of
Excellance and those who do not have it. In fact it is an
exploration into the limits of professionalism-both tech-
nically and morally. Further, it is also not a cloning
process. Premium to individual abilities, creativities inde-
pendence, excellence, moral values and technical  com-
petence is always recognised; as such check list approach
is consciously denied. While in some advanced countries
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of the world, particularly the United States, 'principles' are
given go-by  and 'rules' are the sole guiding force. India
has adopted a principle-based system, delinking it totally
from the disciplinary proceedings and only aimed at con-
tinuous building and enhancement of quality of attest
function in India.

TTHHEE  PPEEEERR  RREEVVIIEEWW  BBOOAARRDD
The ICAI established the Peer Review Board (here-

inafter referred to as the Board) in March, 2002 pursuant
to paragraph 6.1 of the Statement with the objective of
providing guidance to its members in order to maintain,
as well as, enhance the quality of attestation functions.  In
order to build up the strong foundation of peer review
system in India, the Board comprises of not only six
members from the Council but also has representation
from industry and several other Government bodies and
users, like Comptroller and Auditor General,
Department of Company Affairs, Insurance Regulatory
and Development Authority, other regulators, judges,
eminent bankers,  educationists , industrialists, , past pres-
ident of ICAI, etc.  It is envisaged that wider representa-
tion on the Board would help in addressing the concerns
of Government bodies, regulators and users of financial
statements.  The Board was established to actually set in
motion the process of peer review.  The Board since then
has been engaged in the task of, inter alia, developing the
Peer Review Manual, empanelment of reviewers, identi-
fication of practice units covered at various stages, etc.
The Board, with a view to creating awareness amongst
practice units and cross-section of the society, has also
been engaged painstakingly in explaining the basic con-
cept and focus of the peer review through a series of arti-
cles published in August, 2002 and February, 2003 issues
of 'The Chartered Accountant', and also by conducting
Seminars, Conferences, and Awareness Programmes,
etc.  The aim in this article is to elucidate the process and
modalities of the peer review as outlined in the Peer
Review Manual.  The article also attempts to clarify some
of the queries/doubts expressed by some members in the
past about various provisions of the Statement and also
about the peer review process.

TTHHEE  PPEEEERR  RREEVVIIEEWW  PPRROOCCEESSSS
Paragraph 16 of the Statement lays down the review

framework.  The methodology of peer review process
involves three stages, viz., planning, execution and
reporting.

Stage I - Planning

(a)Empanelment of Reviewers: Technically, the
process of peer review begins with the issuance of a noti-
fication to a practice unit alongwith a panel of three sug-
gested names of reviewers.  For this purpose, the Board
would maintain a panel of reviewers satisfying qualifica-
tion requirements laid down in the Statement, i.e., an indi-
vidual should be a member of the Institute; possess atleast
15 years experience of audit; and be currently active in the
practice of accounting and auditing. In this context, the
Board has clarified that 15 years experience of audit
should not necessarily be continuous but cumulative
experience of 15 years.  Any period of audit experience of
less than two years shall not be counted for this purpose.
Also mere membership of 15 years would not be enough
to be empanelled as a reviewer. It has to be 15 years expe-
rience of audit.  Further, the Board intends to maintain
the panel in such a manner so as to assess the core com-
petence of the applicants for conducting peer review.  In
order to ensure that there is no mis-match between the
audit experience of the reviewer and the practice unit, the
selection of reviewer for allotment of review would be
based on his experience vis-à-vis the attestation functions
performed by a practice unit. This concept of matching of
peers is being conciously promoted. The panel of review-
ers would be reviewed from time to time by the sub-
group formed for this purpose by the Board, by suitably
matching the reviewer's experience with the practice
unit's attest engagements. It may, however, be noted that
empanelment as a reviewer is no guarantee that the appli-
cants empanelled would be eligible for allotment of peer
review work.

The Statement provides that the reviewer may take
the help of a qualified assistant while carrying out peer
review. In this context, the Board has clarified that a
reviewer is permitted to take the assistance of only one
assistant who shall be a chartered accountant and a per-
son who does not attract any of the disqualifications pre-
scribed under Section 8 or Section 21 of the Chartered
Accountants Act, 1949. The name of the qualified assis-
tant which the reviewer would like to assist him shall be
identified and intimated to the Board as well as the prac-
tice unit before the commencement of the peer review.
Such a qualified assistant shall also have to sign the decla-
ration of confidentiality as annexed to the Statement. He
shall have no direct interface either with the practice unit
or the Board. In any case, the person chosen for assisting
the reviewer shall be from the firm of the reviewer and
should have been working with him for atleast one year as
a member in practice.
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(b) Intimation to the Practice Unit: An intimation in
writing shall be sent by the Board to the practice unit
informing of its selection for peer review. Alongwith inti-
mation, a panel of three reviewers and a copy of the ques-
tionnaire shall also be sent by the Board to the practice unit.
(c) Initial Communication by the Practice Unit:
After receipt of the intimation from the Board, the prac-
tice unit is required to communicate to the Board, its
choice of the reviewer from the above mentioned panel
within a period of 15 days from the receipt of intimation.
The practice unit is also required to complete and send
the questionnaire to the reviewer selected by it, within
one month of the receipt of the intimation, alongwith a
complete list of its attestation service engagement clients.
It may, however, be noted that the practice unit may not
provide the names of all such clients and instead provide
code numbers alongwith other relevant details provided
the practice unit has been maintaining register allotting
the code numbers to all its clients.  Members may note
that the entire peer review process has to be completed in
a time-bound schedule.  An illustrative time-schedule of
the Peer Review Process is given in the Annexure.
(d) Selection of Sample Attestation Services
Engagements: The reviewer, on the basis of the informa-
tion given in the questionnaire or after seeking such other
information would select a representative sample of attes-
tation service engagements on random basis for review.
(e) Confirmation of Visit: The reviewer, in consultation
with the practice unit, is required to fix the date(s) for on-
site review in a manner so that the peer review process is
completed within four months of the receipt of intima-
tion.  Further, at the execution stage, it is important to
note that such visits will be conducted at the practice
unit's head office.  However, the Board has clarified that
in case a practice unit happens to be quite a big outfit and
has several branches, the reviewer may have to visit more
than once.  In such cases, the reviewer may not visit a
branch (outside the city/town limits from head office) of
practice unit unless the turnover of attestation functions
of that branch is more than one million rupees.  He may
instruct the practice unit to get documents and relevant
records in respect of attestation engagement performed
by such branch office to the head office.

Stage II - Execution

The execution stage involves the actual conduct of
review and, thus, begins with initial meeting and ends
with review of records by the reviewer.
(a) Initial Meeting: Before the commencement of the
review, an initial meeting shall be held between the

reviewer and the practice unit to confirm the accuracy of
responses to the questionnaire.  The reviewer should be
able to understand the system prevailing in the practice unit
in order to form a preliminary evaluation of its adequacy.
(b)  Compliance Review: To begin with, the reviewer is
expected to carry out the compliance review of the five
key controls, i.e., independence, maintenance of profes-
sional skills and standards, consultation, staff selection
and supervision and office administration to gain an
understanding of the working of the practice unit and
specific control procedures existing at the practice unit.
Such a review would help the reviewer in making an iden-
tification and evaluation of those control procedures on
which it might be effective and efficient to rely on, in con-
ducting the review.
(c) Selection of Attestation Service Engagements:
The number of attestation service engagements to be
reviewed would depend upon, inter alia, the number of
practising members involved, degree of reliance to be
placed on general controls and the total number of
engagements undertaken by the practice unit during the
period under review.  The reviewer may modify the initial
sample selected for review in consultation with the prac-
tice unit at the execution stage.  This further refinement
of initial sample would be done by the reviewer on the
basis of information and knowledge that he gains during
the course of initial meeting and by performance of com-
pliance review of the key controls within the practice unit.
(d) Review of Records - Compliance and
Substantive Approach: As per the Statement, the
reviewer may either adopt the compliance or substantive
approach or a combination of both.  The reviewer would
conduct adequate compliance procedures to gain an evi-
dence that those general controls on which the reviewer
intends to rely upon, operate generally as identified by the
reviewer and they have been functioning effectively
throughout the period of reliance. Based on the results of
compliance procedures, the reviewer concludes either to
rely or not to rely on the general controls. In case the
reviewer decides to rely on the general controls, he would
also need to determine the extent of reliance to be placed
on such controls. In such a situation, the nature, timing
and extent of substantive procedures would be, normally,
less extensive and vice-versa. The compliance approach
may not be warranted if the size of the firm is small or
medium or the kind of attestation services rendered by
the practice unit does not warrant elaborate controls
within the firm. In such a case, the reviewer may adopt
only substantive approach for conduct of review.  The
substantive approach involves application of such review
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procedures that provide the reviewer with the evidence as
to the appropriateness of the factors on which the review
is required to be focussed on. The reviewer establishes
the appropriateness of factors by reviewing the docu-
mentation available within the practice unit. For example,
review of working papers related to an attestation engage-
ment would provide the reviewer an evidence that the
attestation services have been undertaken in accordance
with the prescribed technical standards. 

Stage III - Reporting

It is the third and final stage of peer review.  The
reviewer, after completion of his review, is required to
submit a preliminary report to the practice unit before
submitting the final report to the Board.  The reviewer,
based upon his satisfaction from the representation by
the practice unit, either decides to issue an interim report
to the Board or a final report as explained hereunder.
(a) Preliminary Report of Reviewer: At the end of the
on-site review, the reviewer would send a preliminary
report to the practice unit before making any report to the
Board on the areas in case systems and procedures of the
practice unit reviewed have been found to be deficient or
where non-compliance with reference to any other mat-
ter has been noticed by the reviewer during the course of
review. The reviewer has to take care that the report does
not contain name of any individual of the practice unit.
However, no preliminary report is required in case no
deficiencies or non- compliance are noticed by the
reviewer. The reviewer while preparing the preliminary
report, should assess the conclusions drawn from the
review that indicates the deficiencies to be reported upon.
The preliminary report is addressed to the practice unit.
The report, apart from mentioning the areas where sys-
tems and procedures of the practice units have been
found to be deficient, should also contain  a paragraph
that discusses the scope of the review performed by the
reviewer. If the reviewer draws a conclusion that there
existed a limitation on scope of review, the fact alongwith
such limitation on the scope of the review, should also be
communicated to the practice unit through the prelimi-
nary report. The reviewer should prepare the report on
his letterhead. The report should be dated and also con-
tain the reviewer's signature and membership number
and reviewer's code number allotted by the Board.
(b) Reply to Preliminary Report: The practice unit has
to send its submissions or representations, in writing, to
the reviewer, on the areas mentioned in the preliminary
report.  The reply to the preliminary report should be sent
by the practice unit within a period of 21 days from the

receipt of the preliminary report from the reviewer. 
(c) Interim Report of the Reviewer: If the reviewer is
not satisfied with the reply of the practice unit, the
reviewer has to submit an interim report to the Board.
The report so submitted should clearly indicate that it is
an "interim report". It may be noted that the Board may
then give recommendations to the practice unit and
instruct the reviewer to carry out the review again after six
months to verify whether the systems and procedures of
the practice unit have been modified appropriately. The
reviewer is then required to submit a report to the Board. 
(d) Final Report of the Reviewer: If the reviewer is sat-
isfied with the reply of the practice unit, the reviewer is
required to submit his final report to the Board.  The final
report should incorporate the findings as discussed with
the practice unit.

CCOONNCCLLUUDDIINNGG  OOBBSSEERRVVAATTIIOONNSS
To sum up, one may state that the peer review is now

more of a necessity not only because the Institute feels
that it should be there (a feeling manifested by the setting
up of the Peer Review Board), but also because the stake-
holders and the accounting profession at large see it as a
process by which a corroboration of the goals of inde-
pendence, excellence and integrity being pursued by pro-
fessional chartered accountants, can be achieved. The
review begins with the assumption that professionals
work professionally and ends up with an enhancement
of those attributes of professionalism that serve to keep
the chartered accountants in the forefront of accounting
and auditing profession globally.  It needs no reiteration
that the purpose of peer review is to enhance the quality
of professional work and it has no relationship whatso-
ever with any disciplinary or any other regulatory mech-
anism. Finally, the Peer Review Board's mandate does
not include setting any new standards, guidance notes,
opinions, statements, procedures, etc. hence there shall
be no extra burden on performance. However, peer
review entails a review of attestation engagement records
and related financial and other statements to ascertain
that the practice unit is adhering to the Technical
Standards already issued by the Institute.  Peer Review is
a review of only procedures, systems, techniques, tools,
their consistency, effectiveness and operation transpar-
ently. Where a practice unit is not following the
Technical Standards in certain situations, suggestions
and recommendations for improvement may be made
and, possibly, followed by a further review, in keeping
with the primary thrust of peer review.
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EEPPIILLOOGGUUEE
The ultimate commitment and dream of the Peer

Review Board is reflected in its central theme of the
quality - signifying a hallmark of professional excel-
lence through a system of peer review under the aegis of
independent Peer Review Board.  The adherence to
technical excellence in the application of  the Technical
Standards on a consistent and continuous basis with
the precision aiming in the right direction for the peer
review process, the approach of a reviewer has to be
widened. The objective is the enhancement of the soci-
ety's confidence in attestation services rendered by pro-

fessionals.  Ultimately, the review visualises opening up
of global markets for the Indian professionals on a
competitive basis.

Indeed, a great challenge lies ahead.  We, at the Peer
Review Board, are confident that with the commitment
and cooperation of all the members of the profession,
the accounting profession would scale new heights
through successful implementation of the peer review
process in this great country.  The profession in the
country shall be raised to a global level where their com-
petence and knowledge is recognised with full respect
for their utility and class.
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Annexure

An Illustrative Time Schedule of Peer Review Process

Sr. Review Process Time Schedule Cumulative 

No. Days

1. Peer Review Board notifies the selection of PU for Review
The Questionnaire and a Panel of three reviewers to be sent to PU Day-1

2. PU to give the choice of the reviewer Within 15 days Day-16

3. Board to notify the reviewer as per the choice given by PU Reviewer should receive the 
communication within 15 days Day-31

PU to complete the Questionnaire and send to reviewer. Within one month

4. Reviewer to call for any other information if required after Within 7 days
evaluation of the Questionnaire sent by the PU Day-38

5. PU to supply the additional information asked by the reviewer Within 15 days Day-53

6. Reviewer to decide on the initial sample from the client list of the PU Within 7 days Day-60

7. PU to be notified about the sample selected by the reviewer 15 days advance notice before 
visit of reviewer to PU's office Day-75

8. Reviewer to carry out the review by visiting the office of PU Within 4 months from date of 
after fixing the date as per the mutual consent notification to PU Day-120

9. Reviewer to send the preliminary report to PU for comments Within 15 days after 
completion of review Day-135

10. PU to submit representation to reviewer Within 21 days Day-156

11. Reviewer to submit Final/Interim report as the case may Within 15 days
be to the Peer Review Board Day-171

12. Board to consider and give the recommendation to PU and give In the next Board meeting to 
instructions for follow-up/further review as the case may be. be held in every quarter.

Please Note:

1. The time period mentioned includes the transit time for sending the reports/communication etc.

2. A month as per the Statement has been considered to be of 30 days.
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