
1. The Institute of Chartered Accountants of India had
constituted the Peer Review Board (hereinafter
referred to as the "Board") pursuant to the
Statement on Peer Review issued by it in March
2002.  The main objective of the Board is to organize
the conduct of reviews and grant the peer review
certificates on completion of review.  With a view to
achieve this object, the Board had published the
"Peer Review Manual".  The Peer Review Manual
provides an insight into various facets of the peer
review process.  The Board has also published
"Training Modules for Peer Reviewers" which are
intended to equip the reviewers for conducting the
peer reviews.  

2. A system, designed to achieve a stated objective,
performs and gives the desired results only if those
who are responsible for the functioning of the sys-
tem discharge their duties and responsibilities effec-
tively.  Considering this fact, the Board decided to
impart training to the peer reviewers who would be
conducting the peer reviews.  However, the Board
was confronted with the issue of providing a com-
mon dispensation to all the issues that might be
raised by the reviewers during the course of training
programmes to be organised.  Therefore, the Board
thought it fit that before embarking upon the train-
ing programmes for the reviewers, it would be
appropriate to have an interaction with those who
would be imparting training to the reviewers (the
resource persons).  

3. An Interactive Workshop was organised by the
Board on 18th July 2003 at Mumbai.  The Workshop
was attended by 25 resource persons, selected from
across the country, and the members of the Board.
Shri Rajiv Basu initiated discussion of 'General
Controls and Review Process', Shri M M Chitale
dealt with 'Auditing and Assurance Standards' and

Shri Khurshed N Pastakia led the discussion on
'Documentation and Office Systems and
Procedures,’ Form and Contents of Reviewers
Report(s)'. During the course of deliberations at the
Workshop, certain important issues came up and
were addressed.  This report provides a brief
account of the discussions at the Workshop. 

4. Welcoming the participants, the Chairman of the
Board, Shri Sunil Bhargava stated that 18th of July
2003 would be termed as a landmark day in the his-
tory of the accounting profession since this day
marked the practical launching of the peer review
system in India at performance level.  He described
the Workshop as a gateway to an era of quality and
the peer review system as a community quality
enhancement programme.  He stated that the peer
reviews would equip the members of the profession
for survival in the competitive world, when GATS
comes into operation in the service sector.  Despite
global turmoil that the accountancy profession has
been facing in the recent past throughout the world,
the profession in India has been resilient.  It only
indicated the faith that the society had in our profes-
sion.  He stated that a peer review certificate would
further strengthen this faith of the society, by pro-
viding a reconfirmation about the services rendered
by the members of the profession.  

5. At the beginning of the Workshop, it was noted that
the system of peer review in our country, in process
and application, was different from those prevailing
in other parts of the world.  In developed countries
like US, having a peer review certificate was a pre-
condition to practice before the Securities and
Exchange Commission (SEC—the securities regula-
tor in US).  In some other countries, the findings of
the peer review lead to disciplinary proceedings.
This is not the case with the system of peer review
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introduced in India.  It was emphasised that the sys-
tem of peer review in India is intended to be educa-
tive and is aimed at enhancing the quality of attesta-
tion services rendered by the members of the
Institute who are in public practice. It was also men-
tioned that the Council of Institute had taken a deci-
sion not to take cognizance of any fact discovered
during the conduct of peer review for the purpose of
disciplinary proceedings against a member.  In other
words, the findings of the peer review would not
result into any disciplinary proceeding against any
member.  

6. Another question that was raised at the Workshop
was whether those practice units who obtained peer
review certificate would be considered to be better
than others.  It was clarified that this was not the
case, since the objective behind the establishment of
the peer review system was to enhance the quality of
services rendered by the members of the Institute
and not to categorize practice units or members.  It
was also noted that, however, in future, enterprises
or appointing authorities may decide to appoint only
those practice units which have peer review certifi-
cates.  In such a scenario it would, per force, be nec-
essary that to be in competition, practice units would
have to obtain peer review certificate.  

7. Would the peer reviewer question the judgment
arrived at by a member during the course of his pro-
fessional functioning? This was another important
question to which a clarification was sought by most
of the resource persons present at the Workshop.
The consensus that emerged was that the role of the
reviewer was not perceived to be so.  Peer review just
meant review of the systems, policies and proce-
dures in place in a practice unit for examination by
the peer reviewer.  The reviewer's job was only to
ascertain that the practice unit had carried out the
attestation engagements as per the laid down stan-
dards and had complied with policies and proce-
dures during the course of the engagement.  A dis-
tinction was drawn between complying with a tech-
nical standard and arriving at the "most correct"
opinion after compliance.  It was stated that compli-
ance with a technical standard involved considera-
tion of the requirements of the relevant technical
standards, their application to the particular attesta-
tion engagement and adequate documentation
thereof.  If a practice unit followed such a procedure,
it can be said to have complied with the technical

standards.  The opinion formed after compliance
with technical standards cannot be the subject mat-
ter of the review, unless the opinion arrived was not
in conformity with the working papers.

8. There was a great deal of discussion on
"Documentation".  Questions such as what consti-
tuted "sufficient documentation" particularly in the
case of small and medium practitioners that would
satisfy the reviewer and how would a reviewer assess
the adequacy or otherwise of the same were raised.
A concern was also expressed about the documen-
tation required to be done vis a vis the remuneration
received by the practice units for attestation engage-
ments.  It was felt that documentation was an essen-
tial part of any attestation engagement.  In so far as
the adequacy of the documentation was concerned,
there was a general consensus that the documenta-
tion maintained by a practice unit could be consid-
ered to be adequate if it provided a reasonable basis
for the opinion issued by the practice unit.  Further,
apart from satisfying the test of adequacy, the docu-
mentation should also be relevant and must contain
information on the matters specifically laid down by
the Auditing and Assurance Standards issued by the
Institute.  In particular, all significant matters which
require exercise of the judgment, together with audi-
tor's conclusions should be included in the working
papers.  It was also recognised that the small and
medium practitioners might be found to be deficient
in keeping the working papers.  In such cases, the
practice units would be provided a reasonable time
to upgrade their documentation skills.  This would
also be applied to other areas that are covered by the
peer review, if those areas are also found to be defi-
cient in any manner.  Since the thrust of the peer
review process in India, unlike other countries, is on
education rather than being tilted towards initiation
of disciplinary proceedings, it was felt that the
reviewers should be sensitive to the grievances of
the practice units and the level of tolerance towards
such state of affairs of practice units would have to
be calibrated.  The efforts of the reviewers should be
directed towards suggesting ways and means of
improvement rather than pointing out deficiencies
only.  This view, however, should not be construed
as if all the practice units which are reviewed would
be successful in getting the peer review certificate.  

9. Manual of office policies and procedures also
emerged as an area requiring discussion.  It was men-
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tioned at the Workshop that most of the practice
units would not have a manual of office policies and
procedures.  The question was, in such a case, how
the reviewer would substantiate the responses to the
questions contained in the questionnaire.  It was
clarified that the process of peer review does not
mandate the requirement of having a manual of poli-
cies and procedures.  However, it was envisaged that
well documented policies and procedures were easy
to implement, apart from enabling a practice unit to
monitor the compliance.  It was further noted that a
review of the questionnaire would indicate the poli-
cies, procedures that are generally followed by a
practice unit in carrying out attestation engage-
ments.  The reviewer was expected to substantiate
the responses to the questionnaire by conducting
compliance and substantivetests.  For the purpose,
he may also go through the auditor's working papers'
file maintained by the practice unit in respect of an
attestation engagement. If the reviewer was not sat-
isfied by the responses given by the practice unit, he
was free to ask such other questions which could
lead him to believe that the practice unit was follow-
ing certain policies and procedures in carrying out
attestation engagements.  

10. A concern was also expressed about the availability
of the technical standards and changes that take
place therein from time to time.  In this regard, it was
clarified that new standards and guidance notes
issued by the Institute are published in the Journal

and were also hosted on the web-site of the Institute,
excepting the guidance notes which were industry
specific.  The Board was of the view that the practice
units and the reviewers were expected to read the
Journal and also visit the web-site of the Institute
regularly so as to keep themselves updated on tech-
nical matters.  

11. Another issue that was discussed at the Workshop
was whether a particular attestation engagement that
has been the subject matter of disciplinary proceed-
ings should be made available to the reviewers.  The
view in this regard was that neither the reviewers
should review such engagements nor should the prac-
tice unit, in any way, influence the reviewer to select
that particular engagement for review.  The practice
unit should be asked to disclose to the reviewer
whether any engagement performed by the practice
unit had lead to initiation of disciplinary proceedings. 

12. The Board has taken note of various other issues and
suggestions made at the Workshop.  The Board
would take necessary steps to ensure that the objec-
tive of this Workshop is achieved and in cases where
further clarifications are required, those are pro-
vided before peer reviews commence.  

13. The Chairman thanked the participants (resource
persons) and members of the Board for sparing their
valuable time for attending the Workshop.  He
hoped that the participants would also be able to
devote their time in training the reviewers, despite
their otherwise busy schedules.  
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ANNOUNCEMENT

Change in the procedure for making applications for Empanelment of Auditors for (i) Statutory

Audit of branches of Public Sector Banks (ii) Statutory Central and Branch Audit of Regional

Rural Banks (RRBs) and (iii) other authorities from the year 2004-2005 onwards.

Members are hereby informed that the Council of the Institute at its 235th meeting held on 21st to 24th
July, 2003 considered the recommendations of the Professional Development Committee and has
decided to change the procedure for making applications for the above empanelment from the year
2004-2005 onwards.  In view of this, the applications would be invited on-line at the Institute's website
from the year 2004-2005 onwards and the requirement for annexing the financial statements and
Income Tax Returns of the applicant and the Income Tax Returns of the partner/proprietor would be
done away with. 10% of the applicants, selected randomly by the computer from the total on-line appli-
cations received, only shall have to submit their financial statements for detailed review. 
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