PEER REVIEW PROCESS

This module seeks to explain the process of peer review as envisaged in the
Guidelines for Peer Review of Attestation Services by PCS. The process of
empanelment of a reviewer and the peer review process has been explained in detail.
A step-by-step guide has been presented for the entire process.

Empanelment of Reviewers

The Peer Review Board has been empowered to maintain a panel of Reviewers. Para
10 of the Guidelines provides the qualifications of the reviewer. It states, “The nature
and complexity of peer review require the exercise of professional judgement.
Accordingly, an individual serving as a reviewer shall:- (a) Be a member; (b) Possess
at least ten years experience; and (c) Be currently in the practice as Company
Secretary in Practice.

The Board may examine the quality of the report and shall have powers to remove
the reviewer from the panel of reviewers in case the quality of the review/report
fails to match the desired standards.”

The Peer Review Board has clarified that the requirement of holding at least ten years
experience as a member does not necessarily entail his/her experience as a Practicing
Company Secretary, even a member who has been in employment for a decade can seek
empanelment as a Reviewer provided he/she is holding a certificate of practice on the date of
making application for empanelment as reviewer.

The Board has prescribed a format for inviting applications from members fulfilling
the above critieria who are wiling to be empanelled as Reviewers. The application
form is a detailed one seeking to collate information on the experience of the
member, infrastructure available, professional experience, educational qualifications,
practice areas, etc. which would enable the Board to make a fair assessment of the
core competence of the applicant for empanelment as reviewer. A copy of the
application format is placed as Appendix and may also be downloaded from the
webpage of the Peer Review Board at the ICSI portal www.icsi.edu.

Training and Development of Reviewers

To ensure that the objective of peer review is attained in letter and spirit, adequate
training facilities shall/be provided, from time to time, to the Reviewer(s) and other
persons who assist the Board as and when and in the manner considered
appropriate by the Board. Reviewers shall be expected to be fully familiar with all
procedures, prescriptions, guidelines and other decisions as may be issued by the
Board from time to time.

METHODOLOGY TO BE FOLLOWED BY REVIEWER

(a) Offsite review




— This contemplates studying the information given by PU in the format and
based on the same make his own observations about possible areas where
improvement is possible and to note other aspects to be discussed in
personal meeting with PU.

(b) Onsite review

— Verification of information given by PU. Test checks in respect of
attestation assignments handled by PU.

— Interaction with the staff & trainees of PU should be a part of PR.

— Calling for the records of the client maintained by the PU to verify whether
proper systems and procedures have been followed.

Compliance with Peer Review Guidelines

Practice units are required to comply with the provisions of these guidelines.
Practice units failing in this regard will be required to undergo appropriate review of
their quality controls by the Board in terms of such specific directions as may be
given to it by the Council in these regards from time to time and as intimated to the
members.

Selection of Members/ Firms Subject to Review

Peer review will be implemented on the basis of random selections from the practice
units or at the request of practice unit.

If company/concern requests the Board for the conduct of peer review of its
secretarial auditor (practice unit), the Board shall take due cognizance of such
request and in that case the cost of the peer review shall be borne by such company/
concern.

If Council / Government or any regulatory body requests the Board for conduct of
peer review of any Practice Units, the Board shall take due cognizance of such
request and in that case the cost of peer review shall be borne by the referred
practice unit.

The Peer Review Board may alter/change/modify the above method of selection
with prior approval of the Council.

Obligations of the Practice Unit

The Practice Unit under review shall provide access to any record or document as
may be asked for by the reviewer. For these purposes:

Any person who is reasonably believed by a reviewer to have in his possession or
under his control any record or other document, which contains or is likely to
contain information relevant to the peer review shall:

(1) Produce to the reviewer or afford him access to, any record or document
specified by the reviewer or any other record or document which is of a class
or description so specified, and which is in his possession or under his




control/ being in either case a record or other document which the reviewer
reasonably believes is or may be relevant to the peer review, within such time
as the reviewer may reasonably require;

(2) If so required by the reviewer, afford and provide to him such explanation or
further particulars in respect of anything produced in compliance with a
requirement under (1) above, as the reviewer shall specify; and

(3) Provide to the reviewer all assistance in connection with peer review which he
is expected to provide.

(4) Where any information or matter relevant to a practice unit is recorded
otherwise than in a legible form, the practice unit shall provide and present to
the reviewer a reproduction of any such information or matter, or of the
relevant part or it in a legible form, with a suitable translation in English if the
matter is in any other language, and such translation is requested for by the

reviewer.

(5) The practice unit shall ensure that the reviewer is given access to all
documents relevant to his review no matter which office of the practice unit
these documents may be available in, in case the practice unit has more than
one office.

(6) A practice unit shall allow the reviewer to inspect, examine or take any
abstract of or extract from a record or document or copy therefrom which
may be required by the reviewer.

Periodicity of Peer Review

The peer review of every practice unit should be mandatorily carried out at least
once in a block of five years. However, if the Board so decides or otherwise at the
request of the practice unit, the peer reviews for a practice unit can be conducted at
shorter intervals.

Cost of Peer Review

The cost of Peer Review for reviewer and his qualified assistant(s) as may be decided
by the Board from time to time, shall be borne by the Practice unit. In case reviewer
has to conduct second review, the same rate would apply to the second review also.
Each of the branch/ office under review would be considered separately.

Review Framework

Essentially, a peer review entails a review of attestation engagement records and
related financial/other statements to ascertain that the practice unit is adhering to
Technical Standards. Where a practice unit is not following 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.

The methodological approach involved in peer review can be defined in terms of
three stages viz., planning, execution and reporting, which are summarized below:




(i) Planning

Notification - A practice unit will be notified in writing about an impending
peer review and will be sent a Questionnaire for completion together with a
panel of three suggested names of reviewers. The practice unit will have to
give its choice of reviewer within a period of 15 days from the day of receipt
of the panel sent by the Board.

Return of completed Questionnaire - The practice unit shall have to complete and
return the Questionnaire to the reviewer within one month of receipt. The
information will be used for the planning of the review. In addition, practice
units will be required to enclose a complete list of their attestation services
clients, and to provide any other information the reviewer considers
necessary to facilitate the selection of a sample of attestation services
engagements, representative of the practice unit’s client portfolio, for review.

(ii) Sample of Attestation services Engagements

(@) From the complete attestation services client list, an initial sample will be
selected by the reviewer. Practice units will be notified of the selection in
writing about two weeks in advance, requesting the relevant records of the
selected attestation services clients to be made available for review.

(b) At the execution stage, the initial sample may be reduced to a smaller actual
sample for review. However, if the reviewer considers that the actual
sample does not cover a fair cross-section of the practice unit’s attestation
services engagements, he may make further selections.

(iii) Confirmation of visit

In consultation with the practice unit date(s) will be set for the on-site
review to be carried out. Flexibility will be permitted to ensure that
members are not inconvenienced at especially busy periods. The on-site
review date(s) will be arranged by mutual consent such that the review is
concluded within sixty days of notification.

(i) Peer review visits will be conducted at the practice unit’s head office or
other officially noted/ recorded place of office. The complete on-site
review of a practice unit may take at least a full day depending upon the
size of the practice unit. This is based on the assumption that the practice
unit concerned has made all the necessary information and documentation
available to the reviewer for his review. However, in any case this on-site
review should not extend beyond three working days.

(ii) Initial meeting

An initial meeting will be held between the reviewer and a partner/ sole
proprietor of the practice unit designated to deal with the review
(designated partner). The primary purpose of this meeting is to confirm
the accuracy of the responses given in the Questionnaire. The description
of the system in the Questionnaire may not fully explain all the relevant




procedures and policies adopted by the practice unit and this initial
meeting can provide additional information. The reviewer should have a
full understanding of the system and be able to form a preliminary
evaluation of its adequacy at the conclusion of the meeting.

(iif) Compliance Review-General Controls

(@) The reviewer may carry out a compliance review of the General Controls
and evaluate the degree of reliance to be placed upon them. The degree
of reliance will, ultimately, affect the attestation services engagements
to be reviewed. The following five key controls will be considered as
General Controls:

— Independence

— Maintenance of Professional Skills and standards

— Outside Consultation

— Staff Supervision and Development

— Office Administration

Practice units are expected to address each of the five key control areas.

(b) In each key control area there shall be supplementary questions and
matters to consider. These are intended to ensure that the kind of
controls that are expected to be maintained, are installed and operated
within practice units.

(c) All questions in the questionnaire may not necessarily be relevant to
particular types of practice units because of the size and culture etc.
However, practice units should still assess their internal control
systems to ascertain whether they address the objectives under the five
key control areas.

(iv) Selection of attestation services engagements to be reviewed
(@) The number of attestation services engagements to be reviewed depends
upon:
— The number of practicing members involved in attestation services
engagements in the practice unit;
— The degree of reliance placed, if any, on general quality controls; and
— The total number of attestation services engagements undertaken by

the practice units for the period under review.

(b) The engagements reviewed should be a balanced sample from a variety
of different types of companies. Accordingly, if the reviewer considers
that the actual sample is not representative of the practice unit's
attestation services client portfolio, he-may make further selections




from the initial sample or from the complete attestation services client
list.

(v) Review of records

The reviewer may adopt a compliance approach or substantive approach or
a combination of both in the review of attestation services engagement
records.

(a) Compliance approach-Attestation services Engagements

— The compliance approach is to assess whether proper control
procedures have been established by the practice unit to ensure that
attestation services are being performed in accordance with
Technical Standards.

— Practice units should have procedures and documentation sufficient to
cover each of the key areas. Members in smaller practices may find
some of the documentation too elaborate for most of their clients
and so should tailor their attestation services documentation to suit
their particular circumstances with justification for doing so
provided to the reviewer.

(b) Substantive approach-Attestation services Engagements

A substantive approach will be employed if the reviewer chooses not to
place reliance on the practice unit’s specific controls on attestation
engagements or is of the opinion that the standard of compliance is not
satisfactory. This approach requires a review of the attestation working
papers in order to establish whether the attestation work has been
carried out as per norms of Technical Standards.

Reporting
(i) Preliminary Report of Reviewer
— At the end of an on-site review, the reviewer shall, before making his report
to the Board, communicate a preliminary report to the practice unit. The
reviewer shall report on the areas where systems and procedures had been

found to be deficient or where he has noticed non-compliance with
reference to any other matter.

— The reviewer shall not name any individual in his reports.

— The practice unit shall have 21 days beginning the day after the day the
preliminary report is received, by the practice unit from the reviewer to
make any submissions or representations, in writing to the reviewer,
concerning the preliminary report.

(ii) Interim Report of Reviewer

(a) If the reviewer is satisfied with the reply received from the practice unit, he
shall submit an appropriate Report to the Board. In case the reviewer is




not satisfied with the reply of the practice unit, the reviewer shall
accordingly submit his Interim Report to the Board.

(b) In pursuance of the provisions contained in the above clause or on receipt
of a request from the practice unit, the Board may instruct the reviewer to
- again carry out the review after six months to verify that systems and
procedures have been streamlined and accordingly, on being satisfied,
submit a report to the Board.

(c) On receiving a report from a reviewer in terms of these, the Board, having
regard to the Report and any submissions or representations attached to it,
may:

— make recommendations to the practice unit concerned regarding the
application by it of Technical Standards;

— if it is of the opinion that

(1) In case the review is related to a firm, any one or more or all of the
partners in the firm may have failed to observe, maintain or apply,
as the case may be, Technical Standards;

(2) In case the review is related to a member practicing on his own
account, the member may have failed to observe, maintain or apply,
as the case may be, Technical Standards;

Then;

(3) Issue instructions to the reviewer to carry out, within such period as
may be specified in the instructions (which period shall not
commence earlier than six months after the date on which the
instruction is issued), a further peer review as regards the practice
unit to which the report relates; and

(4) Specify in the instruction, the matters as regards which the review is to
be carried out;

(d)  The Board will make recommendations to the practice unit where:

Based on the report of the reviewer, it appears that the practice unit has
satisfied all key control objectives, which the Board has determined
and/or prescribed in respect of maintenance of/ adherence to Technical
Standards but where further improvements could be made to internal
quality control systems; and

Based on the report of the reviewer, it appears that the practice unit has
satisfied the major key control objectives but some weaknesses exist in
others. The practice unit is expected to consider the recommendations for
rectifying the weaknesses thus identified and informed by the Board and
take all necessary actions to ensure that all key control areas are
addressed.




(e) A follow up review will be required where the practice unit has not
satisfied the Board that all the key control objectives have been maintained
and where, in the view of the Board the deficiencies are likely to materially
affect the overall quality of an attestation services engagement of the
practice unit. In such cases the Board will also make recommendations,
which it expects the practice unit to implement in order to ensure the
maintenance of Technical Standards. The implementation of these
recommendations will be examined during the follow up review.

(f) In case the reviewer is not satisfied even at, the subsequent review, he shall
submit his Report to the Board incorporating his reasons for
dissatisfaction.

(iii) Final Report of Reviewer

(@)  The reviewer will prepare a final Report to the Board (the Reviewer’s
Report), incorporating the findings as discussed with the practice unit. The
final report will be examined/inspected by the Board in terms of the
degree of compliance with the Technical Standards by the reviewed
practice unit. The model forms of such final Reports shall be
communicated to the reviewer by the Board.

(b) The Board shall consider the reviewer’s final report and the practice unit’s
submissions. Thereafter, the Board may issue recommendations, if
considered appropriate, to the practice unit and/or instruct the Reviewer
to perform any follow-up action. The Board may, if deemed fit, then issue
Peer Review Certificate to the practice unit.

(iv) The reviewer shall not communicate any Report(s) unless the examination of
such Report(s) and related records has been made by him or by a partner or
an employee of his firm.




