
PUBLIC SESSION AGENDA 
NORTH CAROLINA STATE BOARD OF CPA EXAMINERS 

OCTOBER 27, 2016 
10:00 A.M. 

1101 OBERLIN ROAD 
RALEIGH, NC 

 
 
I. Administrative Items 
 A. Call to Order 

In accordance with the State Government Ethics Act, it is the duty of every Board 
member to avoid both conflicts of interest and appearances of conflict. Does any Board 
member have any known conflict of interest or appearance of conflict with respect to any 
matters coming before the Board today? If so, please identify the conflict or appearance of 
conflict and refrain from any undue participation in the particular matter involved. 

 B. Welcome and Introduction of Guests 
 C. Approval of Agenda (ACTION) 
 D. Minutes (ACTION) 

E. Financial/Budgetary Items 
1. Financial Statements for September 2016 (ACTION) 
 

II. Legislative & Rule-Making Items 
A. Proposed Draft Rules for Rule-Making for 2016-2017 (ACTION) 
 

III. National Organization Items 
A. Draft Response to AICPA Discussion Paper, Proposed Evaluation of Peer Review 

Administration (ACTION) 
 

IV. State & Local Organization Items 
  
V.  Request for Declaratory Ruling 
 
VI. Committee Reports 
 A. Professional Standards (ACTION) 
 B. Professional Education and Applications (ACTION) 
 
VII. Public Comments 
 
VIII. Closed Session 
 
IX. Executive Staff and Legal Counsel Report 
 A. Strategic Plan Update (DISCUSSION) 
 B. Proposed 2017 Board Meeting Dates (ACTION) 
 
X. Adjournment 

 
 
 

































































































North Carolina State Board of Certified Public Accountant Examiners 
1101 Oberlin Road, Suite 104 • PO Box 12827 • Raleigh NC 27605  

Phone (919) 733-4222 • Facsimile (919) 733-4209 • Web www.nccpaboard.gov 

October 27, 2016 

Beth Thoresen, Director – Peer Review Operations 
Peer Review Program  
American Institute of Certified Public Accountants 
220 Leigh Farm Road 
Durham, NC  27707-8110 

Dear Ms. Thoresen: 

The North Carolina State Board of CPA Examiners (Board) has reviewed the 
supplemental discussion paper entitled Proposed Evolution of Peer Review Administration 
prepared by the AICPA and released for comment on July 18, 2016. The supplemental 
discussion paper, targeted specifically to state boards, discusses a proposed model for 
changing the administration of the current AICPA Peer Review Program and 
supplements a discussion paper previously shared only with state CPA society leaders. 
While the Board appreciates the fact that it is being given an opportunity to provide 
feedback for the proposal, it is concerning that state boards, who rely heavily on the 
results of the Peer Review program in monitoring CPA firms’ accounting and audit 
practices to protect the public, were not engaged during the initial stages of the process. 

The stated purpose of the AICPA Peer Review Program (PR Program) is the 
enhancement of the quality of accounting and auditing services by the CPA profession. 
As this Board requires peer review for all licensed firms performing attestation services, 
it is supportive of any effort that further enhances the Program. However, the Board is 
not sure that the dramatic changes in this proposal related to the administrative aspects 
of the PR Program will correlate to the quality improvements aspired to by the changes. 
The PR Program was originally designed to assist professionals in performing quality 
services and provide educational opportunities to address identified deficiencies. 
However, the perceptions and expectations of the PR Program have evolved over time. 
Regulatory representatives, from state boards to governmental oversight agencies, have 
come to rely on the results of the PR Program as an indicator of the quality of 
accounting and auditing services performed by CPA firms. Also, Government Auditing  
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Standards speak to the PR Program in addressing CPA firms’ systems of quality control 
and assurance. Yet, as state boards are drawn into audit quality issues, there continues 
to be a disconnect between the audit quality issues being identified by governmental 
oversight agencies and the specific audit firm peer review results. While some of this 
may be attributed to the administrative process of the PR Program, the core efforts 
should focus on the competency of the services being provided and adherence to the 
standards and regulations that guide the profession. 

As the AICPA looks at potential changes to the PR Program, perhaps a more thorough 
review should be done for the peer review process itself before making dramatic 
changes to the administrative process. The peer review is an assessment of a CPA firm’s 
system of quality control that is performed every three years. A pass peer review 
represents a seal of approval for the firm’s quality of services and assures the firm’s 
clients and the public that the CPA firm is adhering to appropriate professional 
standards. Thus, the peer review should be identified as a high-level service within the 
CPA profession. However, for many it is seen as just a necessary step to comply with a 
rolling three-year compliance requirement. The procedure of the peer review should 
not be to look at firm practices at the 30,000-foot level, but to actually spend sufficient 
time with the work product and evaluating the sufficiency of evidence to support 
quality and adherence to standards for the work performed. The sheer volume of 
checklists and reporting processes in the current peer review environment is 
overwhelming and possibly could be simplified to relate more to the core aspects of the 
performance of quality services. 
 
In addressing the proposed criteria and structure for the PR Program administration in 
the future, the Board offers the following comments: 
 

• The proposal lays out a very specific and defined structure, one that is much 
different from the structure currently in place in North Carolina. The Board has 
a very good relationship with its current Administrative Entity (AE) and does 
not see where the proposed change in its administrative structure would lead to 
increased efficiencies or higher quality PR Program results. As the North 
Carolina AE has been subjected to many oversight visits and found to be 
successfully overseeing the local PR Program activities, there have not been any 
compelling arguments presented that a newer administrative structure would 
provide a more efficient operating environment or successful PR Program. 

• The proposal speaks to the need for improving consistency in “the way the 
Program guidance is applied” by the AEs. That consistency should be derived 
from the guidelines and oversight provided to the PR Program. Regardless of 
the administrative structure in place, that expectation should always be there. If 
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there are truly issues of consistency within the current AE environment, 
corrective actions taken to address those issues may be a better first step than a 
total revamp of the administrative structure of the PR Program. The staffing 
specifics call for at least one full-time administrator, director, and technical 
reviewer with the logic that dedicated staff will help with the consistent 
application of PR Program Guidance. The North Carolina AE has a dedicated 
Peer Review Coordinator who oversees the administrative aspects of the PR 
Program; therefore, the current structure appears to allow for the administrative 
consistency which is sought. 

• As previously mentioned, the staffing specifics call for at least one full-time 
administrator, director, and technical reviewer. The latter two positions must be 
CPAs with qualifications and experience that would allow them to 
appropriately perform the technical procedures required of a peer review. The 
immediate concern is while these persons may meet the necessary requirements 
at their time of hire, how would those persons be able to maintain that technical 
expertise? As full-time employees of the AE, these persons would no longer be 
in the practice of public accounting. As such, they would no longer be 
performing engagements on a regular basis that would allow them to 
sufficiently maintain, from a practitioner standpoint, those attestation skills. In 
the ever-changing regulatory environment of the accounting profession, any 
significant time outside of that environment could impact professional 
judgments required of those persons. 

• The proposal discusses the Report Acceptance Body (RAB) and the committee 
structure envisioned within the new AE structure. The requirement for a 49-
member RAB appears arbitrary. North Carolina currently operates with an AE 
oversight committee that varies between 15-20 people. And although the North 
Carolina AE routinely provides classes to those interested in participating in the 
PR Program processes, the number of persons that follow through with that 
interest is minimal. We do not disagree that having a larger RAB might allow for 
more timely and efficient conclusions to the peer review processes; however, 
committee members would still need to possess the technical skills and 
knowledge necessary to perform the roles. Challenges continue to be attracting 
and retaining these types of new volunteer participants. 

• There is much discussion about the technological advances that will be put into 
place to address the peer review of the future. Communications with our state 
level users indicate that there are limitations as to the usage and effectiveness of 
the current peer review administrative systems. Peer reviewers and the firms 
subject to peer review come in all sizes and levels of sophistication. The leap 
from the current systems to the described technological advancements appears 
to be substantial, requiring significant investments in time, resources, and 
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testing. Should consideration be given to delaying the redesign of the 
administrative processes until the AICPA actually determines what the actual 
processes of peer review itself will be? 

• No discussion of changing the PR Program should occur without discussion of 
the costs incurred related to those changes. The proposed administrative charges 
provide some estimated budgeting guidelines; however, there is too much 
uncertainty with the current proposal to realistically evaluate the financial 
proposals. Our North Carolina AE has concerns as to whether the proposed 
revenue streams will support the proposed changes. In addition, there are 
concerns as to whether the changes will have an effect on the number of firms 
that continue to provide services that are subject to peer review. Any contraction 
in the pool of firms overseen by a particular AE would directly impact that AE’s 
ability to maintain staffing and sufficiently perform the required services. 

• The Board has already been hearing from licensees about the proposed AICPA 
peer review administrative charges as the AICPA begins to plan for the changes 
to the PR Program. This administrative fee is in addition to expected costs that 
firms will have to pay their AE related to the actual performance of the peer 
review services. There is real concern that increasing costs will have an effect on 
the number of firms continuing to provide services. In addition, the 
administrative proposal identifies the AICPA as a potential provider, potentially 
a competitor, of AE services. As the overseer of the AICPA PR Program, there 
should be caution taken if the reviewer of the PR Program also becomes a 
processer within the PR Program. 

 
The Board is appreciative of the AICPA’s efforts to improve the effectiveness of the peer 
review process by reviewing all aspects of the PR Program. The goal of the proposed 
evolution of the AE process is to improve the quality of CPA firms’ accounting and 
auditing practices, one that is surely supported by this Board in its efforts to serve the 
public interest. 

Sincerely, 
 
 
 
 
Michael H. Womble, CPA 
President 
 
DRN 
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Introduction 
 
CPAs take pride in their long-standing commitment to excellence. That commitment 
includes continued vigilance in delivering accounting and auditing services and 
protecting the public interest.  
 
In the current business environment, the rapid pace of change is driving complexity, and 
that trend is not likely to abate. Increased complexity presents challenges to practitioners 
in public accounting as they strive to perform high-quality accounting and auditing 
engagements for entities not subject to Public Company Accounting Oversight Board 
(PCAOB) permanent inspection. The public’s reliance on these services is based on 
CPAs’ integrity, objectivity and competence. The goal of the AICPA Peer Review 
Program (Program) is to promote quality in the accounting and auditing services 
provided by the CPA firms.   
 
With that in mind, in May 2014, the American Institute of CPAs (AICPA) launched its 
Enhancing Audit Quality (EAQ) initiative. EAQ is a holistic effort to consider auditing of 
private entities through multiple touch points, especially where quality issues have 
emerged. The goal is to align the objectives of all audit-related AICPA efforts to improve 
audit performance.  
 
EAQ is being implemented through a multi-phased approach. The initial phase involves 
planned and proposed efforts that will begin to improve quality in the near term. The 
long-term vision focuses on the transformation of the current peer review program into a 
near real-time practice monitoring process that marries technology with human 
oversight. 
 
This paper discusses a proposed plan to increase the quality, consistency, efficiency 
and effectiveness in the administration of peer reviews, while providing for appropriate 
cost recovery, as one of the long-term changes under the EAQ initiative. The proposal 
was developed with direct input from more than a dozen state CPA society leaders and 
is being shared with executive leadership of all state CPA societies for the purpose of 
obtaining additional feedback before finalizing a formal plan for execution.  
 
In developing the evolution of peer review administering entities (AEs), the following 
guiding principles were followed: 

 Improve quality of CPA firms’ accounting and auditing practices 

 Maximize opportunities to support firms in their quality efforts  

 Provide appropriate cost recovery for administration 

 Enable state societies to provide member value and service to firms, by maintaining 
involvement in the program 

 Position state societies for appropriate interchange with federal and state regulators 

 Support EAQ initiatives 
 
Each of the state CPA societies and all peer review administering entities (AEs) have 
been integral to the success of the peer review function, which is enormous in both 
scope and size across the country. Their commitment to meeting the needs of 
practitioner members and regulators has been, and continues to be, tremendous. The 

http://www.aicpa.org/InterestAreas/PeerReview/Pages/EAQ.aspx
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need for an evolution of peer review administration as outlined in this discussion paper is 
the direct result of how peer review has grown and matured over the past 35 years in the 
marketplace, in the regulatory environment and in the technological environment, and 
does not diminish the contributions of any state CPA society or AE.   

Executive Summary 
 
The AICPA Peer Review Program (Program) has represented the profession’s ongoing 
commitment to enhancing the quality of accounting and auditing services for more than 
35 years. It has served the public interest while simultaneously delivering numerous 
benefits to thousands of CPA firms. The Program is governed by the AICPA Peer 
Review Board (PRB), which is comprised of public practitioners, state CPA society chief 
executive officers and a regulatory representative. 
 
Currently, 41 administering entities (AEs), including the National Peer Review 
Committee (National PRC), administer the Program for public accounting firms within the 
50 states, the District of Columbia and the U.S. territories (see Exhibit 1). The AEs also 
administer peer reviews for public accounting firms enrolled in a state society peer 
review program (non-AICPA member firms and non-state society member firms). In total, 
the AEs administer about 34,000 peer reviews over a three-year period.  
 
Effective and consistent peer review administration is critical to help ensure the quality of 
the accounting and auditing services performed by CPA firms. The AEs vary in the 
number of peer reviews that they administer, ranging from approximately 100 to as many 
as 5,250 peer reviews over a three-year period. As a result, they differ in structure, 
policies, the composition and involvement of employees, use of contractors, Report 
Acceptance Body (RAB) criteria, and Peer Review Committee (Committee) criteria. 
 
The PRB, at a national level, performs oversight of the AEs and RABs. Past oversight 
has frequently identified inconsistencies in the effectiveness of peer review 
administration. Oversight consists of reviewing the procedures conducted by the AEs 
and RABs to ensure peer reviews are being performed and accepted in accordance with 
the AICPA’s Standards for Performing and Reporting on Peer Reviews (Standards). 
Oversight has revealed that a significant level of investment (time, money and volunteer 
and staff commitments) is necessary to maintain the technical and administrative 
competence required to administer the Program, and to efficiently and effectively 
incorporate changes in guidance and technology into AE administrative processes. 
 
Other than through technological advances, the administration of peer reviews has 
remained largely unchanged since the inception of the Program. To help improve overall 
accounting and auditing quality, enhancements to and greater consistency in peer 
review administration are required. Accordingly, an evolution of the structure and criteria 
for AEs is being proposed for input and discussion.  
 
The proposed criteria would decrease the number of AEs to approximately eight to ten in 
total, each of which would have the capacity to effectively administer at least 1,000 peer 
reviews per year. Consolidating AEs will provide greater consistency in the Program’s 
administration. 
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Each AE would be required to have a Director-level professional with primary 
responsibility for peer review and at least one full-time staff in each of the following roles: 

 Administrator 

 Technical Reviewer 

 Manager 
 
In addition, each AE would have an appropriately structured Committee and RAB(s). 
The Committee would meet at least quarterly and include 15-20 members who are team 
captain qualified from the states administered. RABs would be comprised of 
approximately five members and would meet every two weeks. RAB members would be 
assigned to the meetings to obtain a cross section of industry experience, including at 
least one member with experience in any must-select industry included in a review to be 
presented. A minimum of three RAB members must accept any review. Most meetings 
could be conducted using technology, rather than in-person. 
 
Feedback on the proposed criteria and structure is requested by August 1, 2016. Once 
criteria are established, AEs wishing to continue to administer the program will be asked 
to communicate to the AICPA no later than January 31, 2017 their commitment to and 
plans for meeting the criteria. The goal is to have the revised structure in place by 
December 28, 2018.  The AICPA is committed to providing resources to all AEs to help 
ease the transition to becoming an AE of the future, or to transitioning administration 
responsibilities to another AE. 

Evolution of Administering Entities  
 
As designated by the PRB, the Oversight Task Force (OTF) conducts onsite oversight of 
AEs every other year. The process includes meetings with administrators, technical 
reviewers, and RAB members to understand their policies and procedures to ensure 
compliance with the Program.  
 
OTF members and/or AICPA staff conduct RAB observations three times per year per 
AE to ensure RABs are performing all of their responsibilities. The observations include 
a review of materials provided to the RAB from a sample of AICPA peer reviews to 
consider the risk assessment, scope, peer review report, letter of response, 
management representation letter, corrective actions, implementation plans and other 
peer review documents before the RAB meeting. During its meeting, RAB members 
deliberate each review. If, after the deliberation, there are items the observer noted that 
were not discussed, the observer brings them to the RAB’s attention for discussion. 
Observers also analyze certain administrative procedures to ensure the AE administered 
the peer review in accordance with Program Standards.  
 
An enhanced oversight program of AE administration and RAB activity began in the fall 
of 2014 as part of the EAQ initiative. This program engages subject-matter experts 
(SMEs) to oversee peer reviews, primarily focusing on “must-select” engagements. 
Must-select engagements1 are industries and practice areas from which at least one 

                                                 
1 Must-select engagements currently include engagements performed under Governmental Auditing Standards (GAS), 
audits of employee benefit plans, audits performed under the Federal Deposit Insurance Corporation Improvement Act 
(FDICIA), audits of carrying broker-dealers and examinations of Service Organization Control (SOC) 1 and 2 
engagements. 
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engagement must be selected as part of the peer review, if applicable. The enhanced 
oversight includes a review of the financial statements and engagement working papers 
to verify that peer reviewers are identifying all issues in must-select engagements, 
including whether engagements are properly identified as non-conforming. The oversight 
increases confidence in the peer review process and identifies areas that need 
improvement, such as peer reviewer training. Engagements are selected on a random 
basis to establish a statistically valid quality measure, and additional targeted selections 
focus on specific areas of concern, such as high-volume reviewers.  
 
The oversight process has captured and highlighted areas of concern for the 
effectiveness, efficiency and consistency of the Program across AEs, regardless of state 
society size. 
   
Noted inconsistencies from the oversights and RAB observations include (but are not 
limited to):  

 Finding for Further Consideration forms (FFCs) lack all required elements in the 
firm’s response – meaning, the firm’s response does not include how it intends to 
implement changes to prevent future occurrences of the finding, the person 
responsible for implementation, the timing of implementation and, if applicable, 
additional procedures to ensure the finding is not repeated in the future 

 The peer reviewer failed to identify the systemic causes of quality issues 
identified in the FFCs and deficiencies/significant deficiencies in the peer review 
report were not clearly articulated by the reviewer 

 The appropriateness of the firms’ taken or planned remediation of engagements 
not performed in accordance with professional standards was not discussed by 
the RAB – meaning, an incorrect or ineffective remediation plan could have been  
undertaken by the reviewed firm, and, if the firm’s actions were not appropriate, 
could have resulted in a significant change to a negative report rating (pass with 
deficiencies or fail) 

 Peer review overdue notices were not sent on a timely basis resulting in peer 
reviews that were not performed timely and noncooperation procedures delayed 
or not begun on firms – meaning, quality issues could remain undetected and 
firms could be violating licensing requirements 

 SMEs identified a much higher rate of non-conforming engagements 
(engagements not performed in accordance with professional standards) than 
peer reviewers. The 2014 statistically-valid sample revealed a 43% deficiency 
rate versus a 9% rate detected by the peer reviewers. Targeted selections, which 
were high-volume reviewers, resulted in a 50% versus 0% rate. 

 
While these items support the need to strengthen the qualifications and support of peer 
reviewers, which have and will continue to be addressed by various EAQ initiatives, they 
also support the need for technical reviewers to perform more thorough evaluations of 
peer reviews and AEs to perform more effective (and possibly more frequent) oversights. 
In addition, peer reviewers and RAB members should more closely consider the details 
of a review and contemplate the implications of the information provided, including the 
determination of whether: 

 The firm has complied with professional standards  

 The firm’s planned remediation (for engagements and its system of quality 
control) is appropriate  

 The firm’s corrective actions are an appropriate remediation  
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 The firm is cooperating and if not, terminating the firm’s enrollment, which in turn 
can jeopardize the firm’s license to practice public accountancy 
 

To help improve audit quality and consistency across peer review administration, the 
following criteria (more fully described below) are proposed for AEs to be most effective 
and to continue to administer the Program. The criteria are based upon discussions with 
state society leaders, meetings with AEs and the results of AE and RAB oversights: 

 Administration of at least 1,000 peer reviews annually 

 Effective AE peer review management, employee and consultant structure, 
qualifications and responsibilities 

 Effective performance of Committee and RABs 
 

Administration of at least 1,000 Peer Reviews Annually  
 
While many lower volume AEs excel at Program administration, oversight data and RAB 
observations indicate large volume AEs generally operate with greater consistency, 
achieving administration that is cost effective and efficient. Achieving more consistency 
in peer review administration is key to improving peer review and enhancing audit quality 
in the profession. 
 
With deeper resources, the AEs that administer a larger volume of reviews typically 
administer reviews more quickly, more frequently address reviewer performance issues 
at the appropriate level, when required, conduct highly deliberative RAB meetings, 
demonstrate thorough reviews in their RAB conclusions, and overall, receive fewer 
oversight comments. The yearly cost to administer 1,000 peer reviews annually, based 
on a team of one Director, six Administrators, one Manager and four full-time equivalent 
Technical Reviewers would be approximately $1,015,000 (see Exhibit 2 for assumptions 
and the section immediately following this one for staffing rationale). As occurs today, 
AEs of the future will charge administrative fees to enrolled firms to recover all costs 
associated with Program administration. Larger volume AEs also tend to have more 
flexibility and expertise to incorporate changes in technology and guidance when 
changes are required. Additionally, the oversight and communications functions between 
and among the AICPA and the AEs can be enhanced to create more opportunities to 
provide members and state society value, and minimize inconsistencies.  
 
Accordingly, we propose the administration of at least 1,000 peer reviews annually by 
each AE.   

Effective Administering Entity Peer Review Management, Employee 
and Consultant Structure, Qualifications and Responsibilities  
 
AEs that administer a large volume of reviews generally have the most effective and 
consistent administrative processes. Such AEs have similar structures, including 
dedicated full-time staff. Staffing specifics vary, however each has at least one full-time 
administrator, manager and technical reviewer who were identified as important aspects 
to the administration of the peer reviews. Further, these AEs have dedicated 
management focusing exclusively on peer review and sometimes on other audit quality 
initiatives; examples include ethics enforcement and staffing technical A&A committees. 
Also, as peer review continues to evolve, dependency on technology for all steps of the 



AICPA – Proposed Evolution of Peer Review Administration                                              Page 8                     
Questions and comments requested by August 1, 2016 

 

 

process, including administration, has increased (and will continue to increase). The 
ability to adapt and work effectively with changing technology has been considered 
critical in determining the qualifications necessary to perform these roles. 
 
The proposed structure of an AE would consist of a Director-level professional with 
primary responsibility for peer review and full time staff should include at least one of 
each of the following: 

 Administrator 

 Technical Reviewer 

 Manager-level employee 
 

The AE should have additional staff of dedicated technical reviewers or consultants to 
administer at least 1,000 peer reviews annually. Our estimates indicate 1,000 peer 

reviews will require 9,000 administrator and 7,100 technical reviewer hours (see Exhibit 

2), and the AE should be structured accordingly.  
 

Director 
The Director would be responsible for overseeing the operations of the Peer Review 
Program administration and ensuring quality and consistency. The Director would 
provide assistance to peer review firms and reviewers, including technical assistance in 
areas such as accounting, auditing and independence. The Director would be 
accountable for ensuring that the Committee and RABs act in compliance with the 
Program and the RAB Handbook. The Administrators, Managers and Technical 
Reviewers would report to the Director, who would have the authority to assign and 
reprioritize tasks for these positions. A Director’s time would not need to be 100% 
allocated to peer review, but he/she should have sufficient experience and involvement 
to maintain an efficient and effective Program. See Exhibit 3 for additional 
responsibilities and recommended qualifications for this position. 
 

Administrator 
The Administrator(s) would be responsible for the scheduling aspects of the Program. 
The Administrator(s) would: 

 Confirm that all enrolled firms schedule their reviews in accordance with AICPA 
Standards and state board requirements 

 Maintain information for firms enrolled in the program that do not require peer 
reviews 

 Assist firms to resolve any scheduling errors or issues 

 Work with peer reviewers to coordinate the submission of peer review 
documents to the AE 

 Process the submitted review documents to ensure that all required 
documentation is received 

 File review work papers received from peer reviewers and reviewed firms so 
they are accessible for the Technical Reviewers 

 Maintain Facilitated State Board Access records in a timely manner  

 Ensure the AE Plan of Administration is submitted annually to the AICPA by the 
stated deadline  
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Our estimates indicate six full-time equivalent Administrators would be needed to 
effectively administer 1,000 peer reviews annually based upon an assumption of 9,000 
total hours of Administrator time (see Exhibit 2 for further information on assumptions). 
See Exhibit 4 for additional responsibilities and recommended qualifications for this 
position. 
 

Manager 
The Manager(s) would be responsible for the operation and maintenance of all 
administrative functions of the Peer Review Program. The Manager(s) would: 

 Develop processes and procedures for the scheduling and processing of 
reviews, maintain information on the status of reviews and monitor compliance 
with deadlines 

 Coordinate the review of working papers with Technical Reviewers, and 
coordinate and document activities of the RAB 

 
See Exhibit 5 for additional responsibilities and recommended qualifications for this 
position.   
 

Technical Reviewer 
The Technical Reviewer(s) would be responsible for performing the work paper review 
before the presentation of a peer review to the RAB. The Technical Reviewer(s) should 
be capable of performing a full work paper review, which includes a review of all of the 
engagement checklists and the quality control policies and procedures documents. The 
Technical Reviewer(s) would: 

 Work closely with peer reviewers and public accounting firms to identify and 
resolve questions and issues prior to RAB presentation 

 Assist the RAB member responsible for presenting the review by providing 
additional detailed information as necessary  

 
Our estimates indicate four full-time equivalent Technical Reviewers would be needed to 
administer effectively full working paper reviews of 1,000 peer reviews annually based 
upon an assumption of 7,100 total hours of technical reviewer time (see Exhibit 2 for 
further information on assumptions). See Exhibit 6 for additional responsibilities and 
recommended qualifications for this position. 
 
Full-time Administrators and Technical Reviewers may serve in a limited capacity in 
other areas with prior approval and periodic review by the OTF.  Any known additional 
responsibilities should be provided to the AICPA as part of the AE’s proposed plan for 
continuing as an AE (see discussion below under Administering Entities of the Future). 
 
The AICPA will consider exceptions to the required criteria for AEs, by grandfathering 
Directors, Administrators, Managers and Technical Reviewers currently engaged in the 
Program and performing at a high level of quality in their area of expertise. An objective 
of the final plan is to retain experienced and qualified peer review staff members, and 
Program technology will enable telecommuting where appropriate.  
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Effective Performance of Peer Review Committee and Report 
Acceptance Body  
 
Each AE will be responsible for establishing a Committee and RAB(s) having the 
collective knowledge and expertise key to the Program’s success and the profession’s 
self-regulation. Through assigning and following up on corrective actions, Committee 
and RAB members help improve audit quality and support firms by holding them 
accountable. Finally, the Committees and RABs ascertain the right information is 
included in the system to support improvement and changes to professional standards, 
as appropriate. 
 
The Committee would include: 

 15-20 members who are team captain qualified 

 Members from each of the states administered by the AE 
 
Committee members would ordinarily serve five one-year terms that are dependent upon 
satisfactory performance with the ability to extend beyond five years for one or more 
additional one-year terms depending upon the Committee’s needs.   
 
The full Committee should meet at least quarterly, in whichever format the AE deems 
effective (in-person, web-based, telephonic), with at least one in-person meeting per 
year. The Committee is ultimately responsible for the following:  

 Discussing AICPA PRB proposals to the Program and comment, as appropriate 

 Discussing and executing changes to the Program Standards, interpretations and 
related guidance issued by the AICPA PRB 

 Communicating guidance changes to RAB members who are not on the 
Committee 

 Discussing the AE Plan of Administration, including effectiveness of technical 
reviews and oversights and approval before submission to the PRB 

 Resolving concerns raised during RAB meetings  

 Resolving disagreements (or where no resolution can be made, referring 
unresolved issues to the PRB for final determination) 

 Monitoring the status of reviews administered (e.g., overdue scheduling forms, 
length of time since work papers were received, firms undergoing hearings, etc.) 

 Evaluating the qualifications and competencies of technical reviewers on an 
annual basis 

 Performing other tasks as discussed in the RAB Handbook 
 

An Executive Committee may be formed and would be responsible for the tasks 
previously listed, delegating certain tasks to sub-committees or other groups who then 
report back to the Executive Committee.  
 
RAB meetings would follow these criteria: 

 Organized and hosted by AE on a regular cycle, scheduled, at a minimum, every 
two weeks (meeting may be canceled if there are not six peer reviews (or a 
reasonable number) to accept  

 Active participation by approximately five members in each meeting 
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 A minimum of three RAB members must accept any particular review 

 A mix of experience of industries with at least one member who has experience 
in any must-select industry in which such engagements are included in a review 
to be presented 

 Members presenting or voting on system reviews must be team captain qualified  

 Members presenting or voting on engagement reviews must be review captain 
qualified 

 Meetings may be separated between system and engagement reviews based 
upon qualification of the RAB members 

 When conducting conference calls, the number and complexity of reviews should 
be considered so that the calls are expected to last approximately two hours 

 
A Committee member would chair each RAB meeting. This allows for consistency in 
RAB decisions and the identification of overarching concerns to be brought back to the 
Committee for discussion and resolution. It would also aid in increasing the effectiveness 
of the technical review process and oversight. The RAB Chair would also communicate 
Committee decisions, changes in guidance and other information during RAB meetings, 
as necessary.  
 
The AE should maintain a RAB pool large enough to rotate members so that each RAB 
does not consist of the same individuals. The pool should include an estimated 49 
members, which considered the following: 

 59 meetings per year,  

 Five RAB members involved in each call and  

 Six calls per year per RAB member.  
 
Each RAB member would contribute approximately 50 hours per year. (See Exhibit 2 for 
assumptions). The RAB member pool should consist of individuals from each of the 
states administered by the AE. The AE should avoid RABs comprised of all individuals 
from one particular market especially when that market’s reviews are being presented. It 
is possible and acceptable that a RAB may not have a member from all markets being 
administered. 
 
For each RAB meeting, the reviews being presented would be assigned to RAB 
members based on their industry experience, RAB members should commit sufficient 
time prior to the meeting to familiarize themselves with the details of the reviews they are 
assigned to present and if necessary, discuss the review with the Technical Reviewer. 
For reviews the RAB member would not be responsible for presenting, they should at 
least have a general understanding of the results and issues prior to the meeting so a 
robust discussion can occur and the RAB can reach the right conclusion about the 
review.  
 
For each review, the RAB would consider whether it was performed in accordance with 
the Standards, interpretations and other related guidance. RAB members should also 
consider whether Matters for Further Consideration (MFCs), FFCs, reports and letters of 
response are substantive and prepared in accordance with the Standards. The RAB 
should determine whether the firm’s remedial actions for non-conforming engagements 
and systemic issues are appropriate, and whether any corrective actions or 
implementation plans are necessary. The RAB should follow up on any corrective 
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actions or implementation plans to ensure that they are completed to the satisfaction of 
the RAB.   

 
It is critical to the efficacy of the Program that Committee and RAB members exercise 
the appropriate degree of skepticism in discharging their responsibilities. Our combined 
and collaborative ability to continue to administer the Program on behalf of stakeholders 
- and to satisfy the needs of regulators - requires that Committee members, RAB 
participants, and AE and AICPA staff be willing to execute on the values of the CPA 
profession, even when faced with difficult or uncomfortable decisions.   
 

National Peer Review Program 

National Peer Review Committee  
The National PRC currently meets the proposed criteria, except for administering 1,000 
reviews per year. Approximately 700 firms have their peer reviews administered by the 
National PRC either voluntarily or due to meeting any of the following criteria: 
 

1) The firm is required to be registered with and subject to permanent inspection by 
the PCAOB, 

2) The firm performs any engagement under PCAOB standards or  
3) The firm is a provider of Quality Control Materials (QCM) (or affiliated with a 

provider of QCM) that are used by firms that it peer reviews 
 

Due to the unique nature of the firms administered by the National PRC with special 
requirements and their need for more rigorous oversight, these firms would continue to 
be administered by the National PRC to ensure that they will be supported effectively. 

New National AE 
The AICPA would create an additional national AE that would meet this proposal’s 
criteria to administer peer review for firms that do not meet National PRC criteria, and to 
provide another option for state societies that choose not to administer the program in 
their state. As with the current Program, firms may request approval for their reviews to 
be administered by the AE primarily responsible for their home state or by another 
newly-approved AE, upon approval by that AE after evaluating the reasons for the 
request. 
 

Administering Entities of the Future 
 
As occurs today, the AICPA will evaluate and approve AEs administering the program in 
the future. A commitment to meet the criteria by a certain date, as finally determined 
after input from stakeholders, would be a prerequisite to such approval, but not be the 
sole deciding factor. The AICPA would work with the approved AEs on transition, 
including how the AEs can establish best practices regarding cost and quality issues. 
The AICPA will provide policy communications through state society committees to ease 
the transition by outlining the ongoing role of the society. Multiple state societies have 
outsourced their own peer reviews for many years (See Exhibit 1), with effective and 
efficient results for members.  
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The AICPA and the PRB will continue to serve in an oversight role for AEs and will not 
actively participate in the RAB and Committee meetings. 
 
Currently, peer reviews of non-AICPA member firms are administered by the state 
societies where their home office is located, and they are not officially part of the 
Program. The AICPA’s Standards and related Interpretations are expected to be revised 
so that non-AICPA member firms and non-state society member firms must be enrolled 
in the AICPA Program to receive a peer review through an AE.  
 
Feedback on the proposed criteria and structure is requested by August 1, 2016. Once 
criteria are established, AEs wishing to continue to administer the program will be asked 
to communicate to the AICPA no later than January 31, 2017 their commitment to and 
plans for meeting the criteria. The goal is to have the revised structure in place by 
December 28, 2018. The AICPA is committed to providing resources to all AEs to help 
ease the transition to becoming an AE of the future, or to transitioning administration 
responsibilities to another AE. 

Transitioning out of Administering Entity Role 
 
If a state society does not plan to administer reviews going forward or chooses not to 
meet the criteria by the end of 2018, all of the reviews administered by that state society 
must be transitioned to another AE, either: 
 

1. A newly-approved AE or  
2. The new national AE established by the AICPA.  

 
As with the current Program, firms may request approval for their reviews to be 
administered by the AE primarily responsible for their home state or by another newly-
approved AE, upon approval by that AE after evaluating the reasons for the request. 
 
Throughout this transition, there will likely be change management issues for members, 
peer reviewers, firms and AICPA and state society staff.  The AICPA is committed to 
helping ease transition issues, and will work to find ways to retain the skills and 
knowledge of participants at all levels of the current AE structure, whenever feasible and 
appropriate. 

Stakeholder Feedback Requested by August 1, 2016 
 
Feedback is integral to the progress of evolving peer review administration. All input will 
be considered, and it will inform and shape how the AICPA and state CPA societies 
move forward with this proposal.  
 
Please consider the following questions when commenting on this discussion paper. 
 

 Is the proposed timeline feasible? 
o Is January 31, 2017 sufficient time to make decisions regarding the role 

your state CPA society will play in peer review in the future? 
o Is December 28, 2018 a feasible timeframe for full transition to the new 

model assuming appropriate technology is in place? 
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 Are there other qualifications of Administrators, Technical Reviewers, Directors, 
RAB members or Committee members that should be included in the required 
criteria? 

 Are there procedures that should be standardized at the Committee vs. the RAB 
level? 

 Are there any additional issues for consideration? 

 If you disagree with any aspects of the proposed plan, please share alternative 
suggestions for meeting the quality objectives.  

 

Comments and responses should be sent to Beth Thoresen, Director – Peer Review 
Operations, AICPA Peer Review Program, AICPA, 220 Leigh Farm Road, Durham, NC 
27707-8110 or prsupport@aicpa.org and are requested by August 1, 2016. 
 
 

Thank you in advance for your thoughtful consideration of the issues 
facing Peer Review administration, and your commitment to enhancing 
audit quality throughout the CPA profession. 
  

mailto:prsupport@aicpa.org
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Exhibit 1 – Administering Entities Approved to Administer the 
AICPA Peer Review Program 

 
Administering Entity Licensing Jurisdiction 

Alabama Society of CPAs Alabama 

Arkansas Society of CPAs Arkansas 

California Society of CPAs California, Arizona, Alaska 
Colorado Society of CPAs Colorado 

Connecticut Society of CPAs Connecticut 

Florida Institute of CPAs Florida 

Georgia Society of CPAs Georgia 

Hawaii Society of CPAs Hawaii 

Idaho Society of CPAs Idaho 

Illinois CPA Society Illinois, Iowa 

Indiana CPA Society Indiana 

Kansas Society of CPAs Kansas 

Kentucky Society of CPAs Kentucky 

Society of Louisiana CPAs Louisiana 

Maryland Association of CPAs Maryland 
Massachusetts Society of CPAs Massachusetts 

Michigan Association of CPAs Michigan 

Minnesota Society of CPAs Minnesota 

Mississippi Society of CPAs Mississippi 

Missouri Society of CPAs Missouri 

Montana Society of CPAs Montana 

National Peer Review Committee N/A 

Nevada Society of CPAs Nevada, Wyoming, Nebraska, Utah 

New England Peer Review, Inc. Maine, New Hampshire*, Rhode Island, Vermont 

New Jersey Society of CPAs New Jersey 

New Mexico Society of CPAs New Mexico 

New York State Society of CPAs New York 
North Carolina Association of CPAs North Carolina 

North Dakota Society of CPAs North Dakota 

The Ohio Society of CPAs Ohio 

Oklahoma Society of CPAs Oklahoma, South Dakota 

Oregon Society of CPAs Oregon, Guam, Northern Mariana Islands 

Pennsylvania Institute of CPAs Pennsylvania, Delaware, Virgin Islands 

Puerto Rico Society of CPAs Puerto Rico 

South Carolina Association of CPAs South Carolina 

Tennessee Society of CPAs Tennessee 

Texas Society of CPAs Texas 

Virginia Society of CPAs Virginia, District of Columbia 

Washington Society of CPAs Washington 
West Virginia Society of CPAs West Virginia 

Wisconsin Institute of CPAs Wisconsin 

 
*New Hampshire firms will be administered by the Massachusetts Society of CPAs 
beginning May 1, 2016. 
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Exhibit 2 – Assumptions in Calculations 
 
The proposed criteria for the new AEs is  based on administering 1,000 peer reviews 
annually, having effective AE employee structure, qualifications and responsibilities, and 
having an effective Committee and RAB structure as described on pages 5-9. As occurs 
today, AEs of the future will charge administrative fees to enrolled firms to recover all 
costs associated with administration of the Program. Assumptions used in calculating 
the number of technical reviewers and RAB members include: 

 For 2012-2014, there were 14,355 engagement reviews and 12,081 system 
reviews 

 All firms with 100 or more professionals are administered by the National PRC. 
The calculations excluded firms whose peer review was administered by the 
National PRC 

 All firms with more than 10 professionals have a system review. 

 For firms with 10 or fewer professionals, 39% are system reviews and 61% are 
engagement reviews 

 The number of firms with more than 10 professionals are spread evenly across 
the AEs 

 Based upon performing 1,000 technical reviews annually, 427 would be system 
reviews and 573 would be engagement reviews.  

 Estimated hours of technical review time per review 
o System reviews – 8 hours 
o Engagement reviews – 2.5 hours 

 Technical reviewers to spend an estimated 190 hours per month (excluding time 
per reviews) on RAB meetings and preparation, follow-up on corrective actions, 
on-site and off-site oversights and other trainings 

 Technical reviewers are able to accept 30% of the engagement reviews 
(approximately 172 out of 1,000) without presenting to the RAB. 

 Of the reviews presented to the RAB per year, 427 would be system reviews and 
401 would be engagement reviews 

 Of the reviews that require RAB acceptance, 30% are included on the consent 
agenda (128 would be system reviews and 120 would be engagement reviews). 

 System and engagement reviews discussed by the RAB were divided into easy, 
moderate and difficult reviews for each type of review with different amounts of 
time allocated to each to estimate that 118 hours of RAB meeting time would be 
required per year 

 RAB Meetings should not extend longer than 2 hours 

 Administrators spend on average 9 hours per review administered, assuming a 
small increase in efficiency provided by self-service background form 

 Full-time employee equivalent calculations for the administrators and technical 
reviewers are based upon 1,800 hours, which would exclude vacation, continuing 
education, etc. 
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Exhibit 3 – Proposed Peer Review Director Responsibilities and 
Qualifications 

 
Responsibilities: 
 

 Oversee the technical and operational aspects of the Peer Review Program 

 Maintain the quality and consistency of the Peer Review Program 

 Ensure the Committee and the RAB(s) act in compliance with the Peer Review 

Program Manual and RAB Handbook 

 Assign and reprioritize tasks for Manager, Administrator and Technical Reviewer 

 Provide assistance (technical and general) to firms, peer reviewers and staff 

 Assist in the review of CPE materials, monitor CPE courses and, as necessary, 

write CPE materials for courses 

 Ensure the Peer Review Program website is up to date and accurate 

 Approve and ensure peer review communications are accurate 

 
Qualifications: 
 

 Bachelor’s degree in accounting, finance or related field 

 CPA designation and active license 

 Minimum of eight years of professional experience in accounting or auditing 

 Strong knowledge of accounting, auditing and quality control standards 

 Ability to multi-task in a time-sensitive environment 

 Excellent verbal and written communication skills 

 Strong interpersonal skills with ability to work well with CPAs 

 Strong knowledge of the state peer review regulatory requirements in the states it 

administers and a familiarity with the peer review requirements of other state 

boards 
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Exhibit 4 – Proposed Peer Review Administrator Responsibilities 
and Qualifications 

 
Responsibilities: 
 

 Manage the scheduling aspects of the Peer Review Program ensuring that all 

enrolled firms schedule their reviews in accordance with standards 

 Provide assistance to CPA firms in the preparation and scheduling of their 

review, the scheduling of the review in the AICPA computer system, the selection 

and approval of reviewers 

 Assist firms to resolve any scheduling errors or issues 

 Coordinate with peer reviewers the submission of peer review documents to the 

AE 

 Process submitted documents to ensure completeness of information provided 

before review by a Technical Reviewer 

 Coordinate with Technical Reviewers to provide peer review documents for 

review 

 Assist firms and reviewers by answering questions and providing information 

about the Peer Review Program 

 Help individuals understand the licensing requirements of peer review and enroll 

firms that are not already enrolled in the Peer Review Program 

 Evaluate and process firm change requests through research and discussion 

with members 

 Maintain current knowledge of the Peer Review Program standards and 

guidance and Administrative Handbook 

 
Qualifications: 
 

 Bachelor’s degree in a related field 

 Two to three years of work experience in the administration of a compliance or 

regulatory program 

 Ability to support web based applications or other software support technology 

 Ability to multi-task in a time-sensitive environment 

 Proficiency in Microsoft Word, PowerPoint and Excel 

 Ability to work independently and with minimal supervision 

 Ability to work non-traditional hours on a flexible basis 

 Proficiency in time management, organization and problem solving skills 

 Strong interpersonal skills with ability to work well with CPAs 

 Knowledge of state board peer review requirements related to the scheduling, 

completion and state board document submission 
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Exhibit 5 – Proposed Peer Review Manager Responsibilities and 
Qualifications 

 
Responsibilities: 
 

 Maintain the day to day operations of the Peer Review Program 

 Develop processes and procedures for the scheduling and processing of reviews 

 Maintain information on the status of reviews in progress to ensure timely 

completion 

 Document and follow-up on the receipt of review materials, letters of response 

and remedial action documentation 

 Monitor compliance with deadlines for scheduling information, completed 

reviews, and follow-up information 

 Ensure the timely mailing of communications (i.e. request for scheduling, 

acceptance/deferral letters, follow-up letters, etc.) 

 Assist in planning the budget for the Peer Review Program 

 Coordinate the performance of technical reviews 

 Assist the Report Acceptance Body by preparing meeting materials and 

answering questions 

 Coordinate and document the decisions of the Report Acceptance Body 

 Develop and disseminate Peer Review Program information 

 Respond to inquiries regarding billing charges incurred during the review process 

 Maintain current knowledge of the Peer Review Program standards and 

guidance and Administrative Handbook 

 Assist in the preparation of the Annual Plan of Administration 

 Actively participate in conference calls scheduled by the AICPA to receive 

training and other information 

 
Qualifications: 
 

 Bachelor’s degree in related field 

 Minimum of three years of experience in the administration of a compliance or 

regulatory program, or equivalent experience 

 Ability to support web-based applications or other software support technology 

 Proficiency in Microsoft Word, PowerPoint, and Excel 

 Ability to work independently and with minimal supervision 

 Ability to multi-task in a time-sensitive environment 

 Ability to work non-traditional hours on a flexible basis 

 Proficiency in time management, organization, and problem-solving skills 

 Excellent written and verbal communication skills 

 Strong interpersonal skills with ability to work well with CPAs 
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Exhibit 6 – Proposed Technical Reviewer Responsibilities and 
Qualifications 

 
Responsibilities: 
 

 Perform a full working paper review (includes all engagement checklists and 

quality control policies and procedures documents) before presentation to the 

Report Acceptance Body 

 Work closely with peer reviewer and firms to identify any questions or issues 

before  presenting a review to the Report Acceptance Body 

 Provide assistance to the Report Acceptance Body member responsible for 

presenting the review and provide any additional information as necessary 

 Participate in at least one peer review each year, which may include participation 

in an on-site oversight of a system review 

 Maintain current knowledge of Peer Review Program standards and guidance 

 Obtain appropriate CPE annually to maintain an appropriate level of accounting 

and auditing knowledge including necessary CPE needed to review must-select 

engagements 

 Acquire and maintain an in-depth knowledge of the technical aspects of the Peer 

Review Program 

 
Qualifications: 
 

 Bachelor’s degree in accounting, finance or related field 

 CPA designation and active license 

 Minimum of five years of current public accounting experience, including 

preferred experience with Government and/or ERISA engagements 

 Strong knowledge of accounting, auditing and quality control standards 

 Ability to multi-task in a time-sensitive environment 

 Proficiency in Microsoft Word, PowerPoint, and Excel 

 Ability to work independently and with minimal supervision 

 Ability to work non-traditional hours on a flexible basis 

 Proficiency in time management, organization and problem-solving skills 

 Strong interpersonal skills with ability to work well with CPAs 
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Background 

During a strategic planning session held in October 2010, the AICPA Peer Review Board (PRB) 
focused on enhancements and improvements in five key areas of the AICPA Peer Review 
Program (Program). One key area was improving the peer review administrative process. The 
PRB observed that the existing processes remained largely the same since the inception of the 
Program in 1985, despite dramatic changes in the environment and in technology.  Historically 
administering entities (AEs) have administered the Program on behalf of the AICPA. Through 
annual Plans of Administration (POAs), AEs agree to: 

 Administer the Program in compliance with the AICPA Standards for Performing and 

Reporting on Peer Reviews (Standards) and other guidance established by the PRB 
 Ensure staff and all others involved in the Program comply with the Standards and other 

guidance established by the PRB 
 Appoint a peer review committee to oversee the administration, acceptance and 

completion of peer reviews to ensure the Program is performed in accordance with the 
Standards and other guidance established by the PRB 

 Employ staff who meet the requirements defined in the Standards to perform technical 
reviews on all peer reviews administered 
 

Based on surveys and focus groups conducted in 2011 and 2012 with enrolled firms, peer 
reviewers and AEs, stakeholder feedback indicated various opportunities to improve the 
administration of the Program, including consistency and quality of the: 

 
 Report Acceptance Body (RAB) process,  
 Resume verification process,  
 Reviewer qualification on must-select engagements,  
 Firm reenrollment/reinstatement,  
 Firm change of venue,  
 Administrative fee structures, and  
 Managerial skills needed to run a complex technology driven process. 

 
Consideration of this feedback led the PRB to conclude that fewer entities administering the 
program would result in greater consistency in peer reviews, and hence, greater quality. Further, 
the PRB noted the importance of consistent peer review administration and acceptance 
processes across AEs as states move to adopt firm mobility, as the public is best served when 
peer reviews are consistently administered in accordance with the Standards, regardless of 
where the peer review takes place.  
 
The PRB’s work was temporarily suspended, pending the work of the AICPA Board of Directors 
authorized Practice Monitoring of the Future (PMoF) initiative.  The initiative conceptualizes a 
future technology-driven system, much different from today’s peer review process. Upon the 
realization that PMoF will take several years – and the input of many stakeholders – to achieve 
actualization, the PRB resumed its focus on improvements to the current Program. 
 
In 2015, a group of state CPA society (society) staff leaders was engaged to advise and assist 
in designing a potential new administration model (referred to as the Evolution of Peer Review 

http://www.aicpa.org/Research/Standards/PeerReview/DownloadableDocuments/PeerReviewStandards.pdf
http://www.aicpa.org/Research/Standards/PeerReview/DownloadableDocuments/PeerReviewStandards.pdf
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Administration). The group offered a variety of suggestions that shaped the model developed by 
AICPA staff, and though they did not offer consensus on proposed criteria for AEs they all 
agreed a reduction in the number of AEs was needed to ensure consistency.   
 
The proposed model was presented to the society CEOs (the Program administrators) in a 
discussion paper on February 22, 2016, as a first step in gathering feedback from the Program’s 

key stakeholders. The paper primarily focused on issues directly impacting the societies that 
administer the Program, including staffing, Peer Review Committees and RABs. The objective 
was to first gather feedback on the proposal from societies, then solicit input from state boards 
of accountancy (boards) after consideration of initial feedback.    

The proposed model was next introduced to board executive directors at the National 
Association of State Boards of Accountancy (NASBA) Executive Directors conference in March 
2016, with the Evolution paper distributed more broadly to boards shortly thereafter. Further 
discussions were held at the June 2016 NASBA Regional Meetings.  
 
This follow-up discussion paper is being provided for further consideration and feedback by 
boards. It includes responses to initial comments as well as thoughts on additional issues of 
importance to boards, including oversight of the Program and access to peer review information. 
 
Process Improvement 
 

The goal of the proposed model is to enhance quality by reducing inconsistencies in peer review 
administration and acceptance, enhance objectivity and professional skepticism in the report 
acceptance process and improve timeliness of review acceptance.  
 
All AEs are required to administer the Program in accordance with the Standards and other 
guidance established by the PRB. Any issues identified during the AICPA’s annual 

administrative oversight process are noted in the AE oversight report and are required to be 
rectified for the state to remain an AE. However, many inconsistencies exist with the way the 
Program guidance is applied. Improving consistency is important for quality and supports the 
profession’s overall efforts to increase mobility in the profession. 

Achieving Greater Consistency 
 
History has demonstrated that it is difficult to achieve consistency among 40 or more AEs, and 
consistency is critical. Firms and their regulators should expect the same peer review results 
regardless of where the peer review is conducted and administered. While some lower volume 
AEs excel at Program administration, AEs that administer a larger volume of reviews generally 
have more effective and consistent administrative processes. Such AEs have important 
attributes, including full-time staff dedicated to peer review. Although staffing specifics vary, 
each has at least one full-time administrator, manager and technical reviewer with appropriate 
qualifications. Further, these AEs have dedicated management focusing exclusively on peer 
review. As the profession and the assurance services it performs continues to evolve and 
become more complex, the Program continues to evolve with it, becoming increasingly complex 
and making it more challenging for staff to remain fully versed on the Program if they are also 
focused on non-peer review related responsibilities. Throughout the rapid changes in the 
Program, dependency on technology for all steps of the process, including administration, has 

http://www.aicpa.org/InterestAreas/PeerReview/Resources/Transparency/Oversight/Pages/OversightVisitResults.aspx
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increased (and will continue to increase). The ability to adapt and work effectively with changing 
technology has been considered critical in determining the qualifications of staff necessary to 
perform these roles. 
 
A high-level summary of the duties AE staff perform is outlined below. 

Administrator 

 Confirm all enrolled firms schedule reviews in accordance with Standards and board 
requirements and assist firms to resolve scheduling errors or issues 

 Work with peer reviewers to coordinate the submission and processing of peer review 
documents to the AE to ensure that all required documentation is received and work 
papers are accessible for Technical Reviewers 

 Maintain Facilitated State Board Access (FSBA) records in a timely manner  
 
Manager 

 Develop processes and procedures for the scheduling and processing of reviews, 
maintain information on the status of reviews and monitor compliance with deadlines 

 Coordinate the review of working papers with Technical Reviewers, and coordinate and 
document activities of the RAB 

 
Technical Reviewer 

 Perform full work paper reviews before the presentation of a peer review to the RAB 
 Work closely with peer reviewers and public accounting firms to identify and resolve 

questions and issues prior to RAB presentation 
 Assist the RAB member responsible for presenting the review by providing additional 

detailed information as necessary  
 
AEs that administer a larger volume of reviews also have a greater pool of available volunteer 
committee and RAB members with the expertise needed to accurately assess high risk reviews. 
Coupled with a proportionately lower number of technical reviewers (since full-time technical 
reviewers are employed), these AEs are able to have more frequent RAB meetings, resulting in 
a more efficient and consistent process, and are more easily able to minimize the threat of being 
overly familiar with the reviewers whose reports they consider.    
 
Noted Inconsistencies 
 
The nature of some of the inconsistencies across the current structure include how the following 
are identified and addressed.  
 

 Peer review report ratings – inconsistency in identifying and/or requiring a modification to 
a report (e.g., from pass to pass with deficiency or fail) 

 Corrective actions and implementation plans – inconsistently imposing appropriate 
corrective action or implementation plans on the reviewed firm  
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 Reviewer performance matters (including feedback) – inconsistency in appropriately 
addressing reviewer performance issues and reluctance to eliminate reviewer from the 
pool when warranted  

 Firms with consecutive non-pass reports – inconsistencies among AEs referring such 
firms to the PRB for non-cooperation   

 Determination of  pervasiveness (and impact on the firms as a whole) – inconsistencies 
in requiring expansion of scope or study when problems encountered in a review 

 Determination of systemic cause – inconsistencies in requiring peer reviewer to 
determine (and opine on) systemic cause  

 Inconsistencies in implementation of and compliance with new and existing Standards   
 Inconsistent treatment of documentation issues – verbal acceptance that audit work was 

completed where no or little documentation exists  
 Engagement selection – scope and reasonable cross-section – inconsistency in 

challenging the reviewer on the number or scope of engagements selected  
 Inconsistent timeliness of presentation to RABs, following-up with overdue reviews and 

firms with corrective action – general timeliness due to staffing priorities  
 Matter for Further Consideration (MFC) and Finding for Further Consideration (FFC) – 

inconsistency in properly elevating a matter to a finding where remediation should be 
monitored and implementation plans required 

 Accuracy of information input into peer review database (PRISM) 

Initial Proposed Criteria for AEs of the Future 
 
To help improve audit quality, a peer review process is needed that appropriately and 
consistently detects and corrects issues by providing feedback in a timely manner. This means 
that peer review staff must be thoroughly versed on the rapidly changing Standards and 
processes, and the pool of volunteer participants must be large enough to support frequent RAB 
meetings and provide the expertise needed for appropriate review and acceptance of reviews.    
 
Accordingly, the following criteria were initially proposed for AEs to be most effective and to 
continue to administer the Program. The criteria are based upon discussions with society 
leaders, meetings with AEs and the results of AE and RAB oversights. The criteria have been 
proposed as a “straw-man” to begin the discussion and are expected to change based on 

stakeholder feedback received. 
 

 Consistent AE peer review management, employee and consultant structure, 
qualifications and responsibilities 

 Effective performance of Peer Review Committee and RABs 
 Administration of at least 1,000 peer reviews annually to improve efficiencies 

 
Oversight 
 

The PRB has always recognized and supported the value of oversight to boards and is an 
active partner with NASBA in promoting the board Peer Review Oversight Committee (PROC) 
process.  
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By way of this paper and other means, the AICPA expresses its understanding that proposed 
changes in peer review administration will have an impact on the current model for board 
oversight of the program and may necessitate changes by boards of the current PROC process. 
The AICPA, and members of the PRB and its Oversight Task Force, are cooperating with 
NASBA’s Compliance Assurance Committee and NASBA leadership to assist boards in 
considering and vetting new potential models for board oversight based on the proposed new 
administration model and will continue to work with boards to ensure an effective board 
oversight process is implemented. 

Initial Feedback on Discussion Paper: 
 
Provided below is clarification for questions and commentary received on a number of issues. 
 
Continuing as AEs 

Many states currently and successfully have their states’ peer reviews administered by an 

AE outside of their state. Additionally, prior to the release of the discussion paper, some 

societies had already been considering transitioning out of Program administration due to 

the exit of an employee or other factors, and had begun conversations with other states 

independent of the discussion paper proposed model. As a result of the discussion paper, 

societies have advised us that they are considering continuing to be an AE, transitioning 

administration to another state (or AICPA) or are unsure. A process for states to transition to 

another state (or AICPA) will be developed once final criteria and structure are determined. 

Societies have been advised to engage in discussions with their respective boards 

regarding their future vision for peer review administration.  

 

Cost of Peer Review 
The reduction in the number of AEs should not, in and of itself, cause a rise in administrative 

fees. However, the cost of peer review for firms will increase moderately with or without the 

Evolution of Administration, as a result of enhancements to the program designed to better 

detect and correct deficiencies. Peer Review administrative fees have always been 

expected to be based on cost recovery, and this will continue to be the expectation.   

Peer Reviewer Pool 
The current active reviewer pool is larger than ever before. In addition, many reviewers 

already perform reviews for firms administered in multiple states. Some reviewers may 

choose to discontinue reviewing due to changes in the Program, but many qualified 

reviewers are available and ready to handle reviews if some leave the pool. The AICPA 

remains committed to monitoring and taking action to ensure an appropriate pool of 

reviewers remains available.  

 
Performance by a Peer 

The Evolution of Administration does not change the review process as articulated in the 

Standards, including having peers performing the peer review, considering and accepting 

the review and determining the appropriate remedial action, when necessary. Some states 

have statutes and other state-specific considerations, and future guidelines will address this 

concern. 
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Proposed Number of AEs (8-10) and Administering 1,000 Annual Reviews 
The straw-man suggested in the initial discussion paper is a proposal, as are the other 

criteria and timeline. None of the proposed criteria including the total number of AEs or 

annual reviews are fixed. It is possible the final number of AEs and the number of annual 

reviews administered will be different, if stated at all. In addition, though the discussion 

paper indicates the AICPA will develop a new national AE to provide an additional option for 

societies that choose not to administer the program in their state, the AICPA is encouraging 

societies to look first to other societies to share administration.   

 

RABs and RAB Members 
 
Inconsistencies among RABs 

Achieving consistency among 40+ AEs has been difficult and costly. PRB oversights have 

noted inconsistencies in the RAB process from state to state and peer reviewers who 

perform reviews in multiple states have voiced concerns about this as well. Firms and 

regulators should be able to expect the same review results regardless of the state in which 

they are based. 

 

Commitment required of RAB Members 
The commitment effort for individual volunteers is not expected to change from the current 

program. The 50 hours per year estimate was developed by AICPA staff based on the time 

anticipated volunteers would need to prepare for and participate in RAB meetings. Though 

the proposed model articulates more frequent RAB meetings than are currently held by 

lower-volume AEs to better assist firms in meeting state licensing requirements, the 

increased frequency will be possible due to the larger number of volunteers participating in 

the consolidated AE. 

 

Pool of RAB Members 
The majority of the current volunteers will continue to play a significant role in the new RAB 

structure. Society CEOs are already having discussions with existing peer review 

committees, indicating their value and need for their continued service. In addition, as they 

do now, states that administer peer review and those that do not will be involved in the 

active recruitment of both peer reviewers and volunteers. 

 

Timeline 
The original proposed model suggested a timeline for implementation of the new model. 

However, initial feedback has clearly indicated that more time will be needed for the 

proposed changes, and it is now assumed the previously proposed implementation dates 

will be pushed back. 

 
Board Involvement 
 
Choosing Future AEs 

Virtually all of the laws or regulations of states that mandate peer review provide the board 

the ability to withdraw its recognition of a program or AE if it is shown to be ineffective. The 

AICPA fully supports such provisions and are confident that all AEs formed from the 

evolution initiative will be as or more effective than existing AEs. 
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Oversight 
The AICPA and the PRB recognize and support the value of oversight to boards. The 

AICPA is an active partner with NASBA in promoting the board PROC process. The PRB 

and members of the PRB Oversight Task Force are cooperating with NASBA’s Compliance 

Assurance Committee to assist boards in developing an effective board oversight model 

under Evolution. 

Resources, Support and Transparency 
All AEs under a new model will continue to have designated personnel charged with 

responding to board questions. In addition, recognizing the need of boards to have such 

information, the AICPA has requested the assistance of several board executive directors to 

join a working group to develop a standardized information reporting form. Representatives 

from 10 boards have agreed to participate. Also, a representative of NASBA staff will 

participate to facilitate communication with all boards. This group will have its initial meeting 

in July 2016. 

 
Working with State Societies  

Just as happens today with states that currently do not administer peer review, societies will 

continue to be the first point of contact with boards for their members, including issues and 

concerns regarding the Program. The AICPA has encouraged societies to engage in a 

dialogue with the board in their states. 

 

Board Feedback Requested by October 31, 2016 
 

With the distribution of this paper, the AICPA is asking boards to consider the proposed criteria 
and structure for Program administration in the future. All input will be considered and will inform 
and shape how the AICPA and societies move forward with this initiative.  
 
Please consider the following questions when formulating your response. 

 Considering the information presented in the proposed model, what changes do you 
believe will best increase consistency in peer review acceptance results?  

 Considering the information presented in the proposed model, what changes do you 
believe will best promote proper and timely application of Standards and guidance? 

 How do you believe the familiarity threat in the peer review acceptance process can best 
be minimized? 

 
Comments and responses should be sent to Beth Thoresen, Director – Peer Review 
Operations, AICPA Peer Review Program, AICPA, 220 Leigh Farm Road, Durham, NC 27707-
8110 or prsupport@aicpa.org and are requested by October 31, 2016. 

Thank you in advance for your thoughtful consideration of the issues facing Peer Review 
administration, and your commitment to enhancing audit quality throughout the CPA profession. 
 

mailto:prsupport@aicpa.org?subject=Evolution%20Response
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