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North Carolina State Board of Certified Public Accountant Examiners

Public Session Agenda
February 19, 2024
1:00 p.m.
University of North Carolina - Wilmington

. Administrative Items

A Call to Order
Under North Carolina General Statute 138A-15(e), every Board member must
avoid conflicts of interest and appearances of conflict. Does any Board member
have a known conflict of interest or appearance of conflict with respect to any
matter coming before the Board today? If so, please identify the conflict or
appearance of conflict and refrain from participating in that matter.
1. Conflict of Interest Checklist
Welcome and Introduction of Guests
Approval of Agenda (ACTION)
Minutes (ACTION)
Financial/Budgetary ltems
1. Financial Statements for January 2024 (ACTION)

mOooOw

1. Legislative & Rulemaking Items
A. Periodic Review of Rules (FYI)

1. National Organization Items
A. Update from Board Members on NASBA Committees (FYI)

B. Board Response to AICPA Exposure Draft — Peer Review Standards Update
(ACTION)
Iv. State & Local Organization Items
V. Committee Reports
A. Professional Standards Committee (ACTION)
B. Professional Education and Applications Committee (ACTION)
VI. Executive Staff and Legal Counsel Report
A. Operational Metrics (FYI)
B. Executive Staff Report (FYI)

C. Change Location of July 2024 Meeting (ACTION)

VII. Public Comments
VIll. Closed Session
IX. Adjournment
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ITEM I-D

North Carolina State Board of Certified Public Accountant Examiners

PUBLIC SESSION MINUTES
January 22, 2024

BOARD MEMBERS IN ATTENDANCE: Gary R. Massey, CPA, President; Bernita W. Demery, CPA,
Vice President; Jodi K. Kruse, CPA, Secretary-Treasurer; Maria M. Lynch, Esq.; D. Michael (Mickey)
Payseur, CPA; Jennifer Van Zant, Esq.; and Arthur M. Winstead, Jr., CPA.

BOARD STAFF IN ATTENDANCE: David R. Nance, CPA, Executive Director; S. Lynne Sanders, CPA,
Deputy Director; Frank Trainor, Esq., Staff Attorney; Cammie Emery, Licensing Specialist; Lisa
Hearne-Bogle, Communications Officer; and Buck Winslow, Licensing Manager.

OTHERS IN ATTENDANCE: Noel L. Allen, Esq., Legal Counsel; Sharon Bryson, CEOQ, NCACPA; Kelly
Puryear, CPA, NCACPA Board of Directors; Barton Baldwin, CPA; Bo Biggs, CPA; Hunter Cook, CPA;
Bucky Glover, CPA; Jan Glover, CPA; Susan Nance; and Sgt. J.D. Rattlelade, Raleigh Police
Department.

CALL TO ORDER: Mr. Massey called the meeting to order at 10:00 a.m.

CONFLICTS OF INTEREST: Mr. Winstead stated he recused himself from an item on the
Professional Standards Committee’s agenda.

APPROVAL OF AGENDA: Mr. Winstead moved, and Ms. Demery seconded the motion to approve
the amended agenda. The motion passed with seven (7) affirmative and zero (0) negative votes.

MINUTES: Ms. Kruse moved, and Mr. Winstead seconded the motion to approve the
December 2023 meeting minutes as submitted. The motion passed with seven (7) affirmative
and zero (0) negative votes.

FINANCIAL AND BUDGETARY ITEMS: Mr. Payseur moved, and Ms. Lynch seconded the motion
to approve the December 2023 financial statements as submitted. The motion passed with seven
(7) affirmative and zero (0) negative votes.

LEGISLATIVE AND RULEMAKING ITEMS: Ms. Kruse moved, and Ms. Demery seconded the motion
to submit the amendments to 21 NCAC 08F .0105, Conditioning Requirements, and 21 NCAC
08F .0401, Work Experience Required of Candidates for CPA Certification, to the Office of
Administrative Hearings for approval. The motion passed with seven (7) affirmative and zero (0)
negative votes.

Mr. Nance informed the Board of the status of the internal review of the rules as part of the
periodic rules review mandated by the NC General Statutes. He asked Board members to provide

their comments on the rules to the Executive Staff as soon as possible.

NATIONAL ORGANIZATION ITEMS: The Board discussed the update from NASBA’s Professional
Licensure Task Force.
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Ms. Demery, Mr. Massey, Mr. Payseur, and Mr. Winstead apprised the Board of the activities of
the NASBA committees on which they serve.

STATE AND LOCAL ORGANIZATION ITEMS: Mr. Massey announced that the NCACPA hired Greg
Wilder to replace Ms. Bryson, who is retiring on January 31, 2024. Ms. Bryson stated that Mr.
Wilder’s official start date is February 19, 2024.

PROFESSIONAL STANDARDS COMMITTEE REPORT: The Board approved with seven (7)
affirmative and zero (0) negative votes the following recommendations of the Committee as
presented by Mr. Winstead:

Case No. C2023161 - Close the case without prejudice. Mr. Winstead recused himself from this
matter and was not present during the Committee’s deliberations or decision.

Case No. €2023208 - Close the case without prejudice.

Case No. C2023185 - Close the case without prejudice with a Letter of Warning.

Case No. C2023191 - Close the case without prejudice with a Letter of Warning.

Mr. Winstead stated that the Committee provided guidance to Board staff on several other cases.

PROFESSIONAL EDUCATION AND APPLICATIONS COMMITTEE REPORT: The Board approved
with seven (7) affirmative and zero (0) negative votes the following recommendations of the
Committee as presented by Ms. Demery:

Transfer of Uniform CPA Exam Grades - Approve the following applications for the transfer of
Uniform CPA Exam grades:

Tyler Clark Allyson Brooke Williams
Angelina Marie Ebersole

Original CPA Certificate Applications - Approve the following applications for original CPA
certification:

Jeremiah Oloruntobi Akinsola Tanesha Shanee’ Crewes
Erika Rae Alandt Angelina Marie Ebersole
Blake Madison Bernard Codey Adam Flickinger
Daniel Joshua Bidwick Peter Lind Fromke

Joel Paul Bobe Tracy LeighAnn Helton
Amy Sofie Borhaug Marsha Veil Hughes
Andrew Nicholas Brooks Kathryn Lee Hull

Tyler Clark Irma Karina Ibarra
Nicholas Palmer Connell Crystal Francine Irvin

Mary Claire Coyne Joseph John Kelly



Marisa Grace Kolanovic
Melody Sue Leekley
Mirian Adriana Limon Garcia
Kevin McKnight Lynn
Cindy Morales

Nathan Anthony Pacello
Carolina Del Carmen Pena
Jake Walter Petrillo

Olivie Paige Pleasant
Margaret Ann Preston
Daniel Adam Reinhard
Rebecca Christina Rowe
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David Andrew Salvato
Shuting Shi

John Joseph Spence
Kelly Elizabeth Tierney
Leah Nicole Traumuller
Matthew Russell White
Allyson Brooke Williams
Christopher Michael Williams
Omar Jayson Williams
Victoria Janell Williams
Garrett Ray Woods

Temporary Permits - Approve the following temporary permits approved by the Executive

Director:

Ba-Cuong Phan-Nguyen, T14230
Michael J. Ricker, T14231

Marie Burrone De Lahargou, T14232
Claire Elizabeth Tinkler, T14233
Stefano Schmalzbauer, T14234

Qi Zhang, T14235

Karyl H. Neal, T14236

Briana Nicole Stone, T14237

Aydely Santiago-Taiman, T14238
Anran Ni, T14239

Jeremy Joseph Ricciardella, T14240
Andrew Joshua Brinkman, T14241
Joel Alexander Paul Daffurn, T14242
James Kenneth Lehman, T14243
Carol Marie Martin, T14244
Amanda Marie Gallant, T14245

Whitney Ahyakah Thomas, T14246
Amy Marie Swartzfager, T14247
James Harcourt Hessel, T14248
Kelly Suzanne Wilson, T14249
Kevin Paul Gawron, T14250

Tailor L. Kline, T14251

Emma Grace Kerlin, T14252

Nupur Niranjan Deshpande, T14253
Teresa Long Pyne, T14275

Kaylie Marie Huver, T14276
Steven C. Roiland, T14277

David Ross lles, T14278

Rajendra Pandey, T14279
Matthew James Tranholt, T14280
Sarah Rachel Taylor, T14281

Eric James Elman, T14282

Reciprocal CPA Certificate Applications - Approve the following applications for reciprocal CPA

certification:

Kristin Elizabeth Agosta
Zachary Elijah Curtis
Nupur Niranjan Deshpande
Megan Ashley Enderson
Yuhe Fan

Amanda Marie Gallant
James Harcourt Hessel
Kaylie Marie Huver

Emma Grace Kerlin

James Kenneth Lehman
Carol Marie Martin

Karyl H. Neal

Joshua Andrew Nelson
Teresa Long Pyne

Michael J. Ricker

Cheryl Volk Seale

Amy Marie Swartzfager
Whitney Ahyakah Thomas
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Matthew James Tranholt Kevin Perry Wise
Kelly Suzanne Wilson Qi Zhang

Reinstatements - Approve the CPA certificate reinstatement application submitted by the
following individuals:

Vicki Carol Anderson, #32211 Jolieann Elizabeth Kelly, #34517
Hayxa Escobar, #28253 Cheryl Bostick Marrow, #26258
Jeffrey Dean Gordon, #20040 Jane Harris Pate, #16886

James Winston Harrison, #10369 Colleen Ann Seres, #30185
Derrick Clark Hensley, #19048 Joseph K. Smith, #8818

Gregory Whorton Johns, #12103

Reissuance of New Certificate - Approve the applications for reissuance of new certificate
submitted by the following individual:

Kane Furman Mason, #42842 Steffanie Nalan Vaughan, #21241
James Otis McLamb Jr., #19680

CPE Extension Requests — Approve the following individuals for an extension until the date
noted to complete the 2023 CPE requirement:

Joanna Garbee Brumsey, #23920 1/31/24
Jerome Fulton Jr., #41948 6/30/24
La Don Henderson Jr., #13594 6/30/24
Michele Hill, #34208 1/31/24
Robert Edward Mayhew, #37771 6/30/24
Gregory Charles Pechmann, #14749 6/30/24

Uniform CPA Exam Applications - Approve the applications for the Uniform CPA Exam submitted
by the following individuals:

Scott Adams Madeline Cabe
Mazen Algaradi Lionel Cabrera
Riane Allen Cameron Callahan
Sydney Baldwin Amanda Campbell
Marlon Banegas Rosa Castaneda Avila
Selin Bolayir Caroline Cates
Hannah Brammer Moses Chung
Millie Bridwell Breelyn Clark
Caroline Britton Ellinore Coakley
Tasha Bullock Brittany Creech
Emily Burke Justin Cunningham
Shelton Burke Allyson Danaher

William Byron Hadley Daniel



Kristen Darnell
Leland Davis
Brandon Dean
Madison Demus
Mai Doan
Asandy Dominguez Regules
Devin Eason
Matthew Edel
Noah Ehreth
Matthew Eugene
Stacy Feldman
Steven Ferrin
Connor Foley
Bradley Foulks
David Fowler
Julianna Gentile
Levi Gillespie
Deon Goode Gaither
Gregory Gutch
Joseph Hackler
Jack Hannah
Ryan Harris

Erik Haynie
Alexander Healy
Cameron Heath
Katherine Herron
Faith Hicks
Katelin Hills
Joshua Hincher
Anna Hodge

Lisa Hong
Marcus Hughes
Sargis lvanov
Hannah Jackson
Theodore Jasmin
Cydney Johnson
Patrick Jones
Gabrielle Juba
Elizabeth Kane
Ryan Kavanagh
Katlin Kendrick
Hallie Kent
Karitsa Kerns
Mary King
Samantha Kofler

Public Session Minutes
January 22, 2024
Page 5

Abraham Koroma
Meike Kratzsch
Rachel Lannamann
Matthew Laxton
Tram Le

Cameron Ledbetter
Ellen Lefkowitz
Hannah Leskovec
Andy Lin

Jessica Louros
William Love
Michael Lowder
Aaron Lowry
Francis Loyer
Christian Mandzy
Heather Matthews
Jennifer Maybee
Erica McDermott
Andrew McDonald
Andre Messier
Kaitlyn Moss

Demi Mundorf
John Murphy
Everlyn Ndirangu-Kamau
Maria Noyola
Jonah O'Brien
Reginald Parks
Taylor Parks

Logan Pavlansky
Adriana Pearson
Lauren Perdue
William Perrault
Melissa Phimmasone
Stacey Poteat
Stephanie Pouliot
Riley Prendergast
Brady Proffitt
Taylor Pulyer
Sierra Puryear
Ezmeralda Ramirez Rojas
Melissa Ratcliff
Amy Ray

Frank Raya-Viera
Morgan Reinecke
Taylor Reynolds



Nicholas Rinaldi
Melissa Ross
Lance Rowe
Kali Ruffin
Jackson Russell
Rhiannon Salem

Katharine Sullivan

Isabella Tarlton
Amy Townsend
Robert Tyson

Segilola Udofia
Laura Vaughan
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Sean Sanz Tyler Wade
Mark Sarfo Brooks Watson
Andrew Schwetz Andrew Weibley
Heather Shelton Caleb Westbrook
Joshua Shelton Sarah Westwood
Melissa Shenton Jessica Whelan
Noah Sherrill Abigail White
Nina Sinatra Alise Wille
Michael Sinkus Trent Williams
Will Sloan Kari Wilson
Virginia Smith William Youngblood
William Speight William Yount
Sarah Stewart Mikayla Zucker

Tyler Strauss

CPA Firm Registration - Approve the CPA firm registration applications submitted by the
following firms:

EARNEY & COMPANY, PLLC Briggs Petway, CPA, PA

EXECUTIVE STAFF AND LEGAL COUNSEL REPORT: The Board reviewed the December 2023
operational metrics and the Executive Staff Report. Ms. Sanders remarked that Ms. Emery and
Mr. Trainor celebrated work anniversaries earlier this month; Ms. Emery has been with the Board
for 16 years, and Mr. Trainor has been with the Board for 13 years.

PRESENTATION OF RESOLUTION: Ms. Demery moved, and Mr. Winstead seconded the motion
to approve a Resolution (Appendix 1) honoring Ms. Bryson for her work with the NCACPA. The
motion passed with seven (7) affirmative and zero (0) negative votes. Mr. Massey instructed the
staff to include the Resolution in the meeting minutes.

ADJOURNMENT: Mr. Demery moved, and Mr. Winstead seconded the motion to adjourn the
meeting at 10:44 a.m. The motion passed with seven (7) affirmative and zero (0) negative votes.

Respectfully submitted: Attested to by:

David R. Nance, CPA Gary R. Massey, CPA
Executive Director President



Appendix |

North Carolina State Board of Certified Public Accountant Examiners

Resolution Honoring Sharon H. Bryson, M.Ed.

WHERFEAS Sharon . Bryson was hired by the North Carolina Association of Certified Public
Accountants ("NCACPA™) on April 11, 1984;

WHERFEAS she served as Director of Membership and Public Relations, Director of
Communications, Director of Continuing Professional Education, and Chief Operating Officer;

WHEREAS she has served as Chief Executive Officer since May 1, 2016;

WHEREAS she has demonstrated exemplary leadership as the head of the NCACPA, guiding the
organization with dedication and vision;

WHEREAS during her tenure, she was instrumental in building and maintaining the relationship
between the NCACPA and the North Carolina State Board of Certified Public Accountant
Examiners;

WHERFEAS she has served as a powerful spokesperson, effectively representing the CPA
profession at the local, state. and national levels;

WHERFEAS she has tirelessly worked towards the advancement and recognition of the CPA
profession, contributing significantly to its growth and influence;

NOW, THEREFORE, BE IT RESOLVED that the members of the North Carolina State Board
of Certified Public Accountant Examiners acknowledge and commend Sharon H. Bryson upon her
retirement for her outstanding leadership, unwavering commitment, and effective advocacy on
behalf of the CPA profession.

BE IT FURTHER RESOLVED, this resolution is shared with the CPA community to celebrate
and recognize the exceptional contributions of Sharon H. Bryson and a copy presented to her.

As adopted on the 22nd day of January 2024 by the North Carolina State Board of Certified Public
Accountant Examiners.

Lol flasey

Gary R. Nlassey, CPA
Presider




Financial Highlights
For the Ten Month Period Ended January 31, 2024
Compared to the Ten Month Period Ended January 31, 2023

ITEM I-E-1

Budget Var. Jan-24 Jan-23 Inc. (Dec.)

Total Revenue $ 421,146.93 | $ 2,967,851.93 || $ 2,616,557.03 || $ 351,294.90
MTotal Operating Revenue $ 365,143.56 || $ 2,853,664.36 | $ 2,558,875.38 || $ 294,788.98
<+ Total Net Non Operating Revenue $  56,00337|$ 11418757 ||$ 57,681.65($ 56,505.92
QTotal Expenses $ 238,062.39 || $ 2,584,835.25 | $ 2,362,634.21 |$  222,201.04
Increase(Dec.) Net Assets for Period $ 383,016.68 | $ 253,922.82| $ 129,093.86
Total Checking and Savings $ 1,836,176.23 [ $ 1,698,004.59 || $ 138,171.64
Total Assets $ 5,104,903.88 | $ 4,820,762.67 || $ 284,141.21
Full-Time/Part-time Employees 12 12

o0

\/
0.0

Q

Budget:
Operating revenue was $365,000 over budget. Certificate fees decreased (-$13k) while Exam fee revenue

increased (+$379K)

Non-Operating revenue was over budget by $56,000 due to increased gift card revenue (+$1k) and increased

Expenses were over budget by $238,000. Key variances individually were increased exam costs (+$257k)
and office expenses (+$20k); offset by reduced board travel costs (-$19k), board investigative costs (-$19k)
and postage expenses (-$4k)

Actual:
Total operating revenue increased from prior year by $295,000. Increase mainly attributed to increased
exam activity (+$290Kk)

Total net non-operating revenue increased from prior period by $56,000 primarily due increased interest
earnings (+$55k)

Total expenses increased from prior period by $222,000. Key variances include increased costs related to
the exam costs (+$178k), office expense (+$17k), legal expense (+$12k), and staff salary (+$50k), offset by
reduction in building costs (-$45k)



North Carolina State Board of CPA Examiners

Statement of Net Position
As of January 31, 2024

TOTAL
AS OF JAN 31, 2024 AS OF JAN 31, 2023 (PY)
ASSETS
Current Assets
Checking/Savings
1020 Truist Checking Acct 10,475.38 135,937.81
1021 Truist Savings Account 5,080.04 5,205.17
1030 Truist Payroll Acct 100.00 259.90
1076 Pinnacle - MMA 1,324,697.67 1,075,543.47
1078 Pinnacle - ICS 495,823.14 481,058.24

Total Checking/Savings

Other Current Assets

$1,836,176.23

$1,698,004.59

1050 CD Investments - Current 250,000.00 250,000.00
1110 Accrued CD Interest 7,359.22 2,584.94
1120 Accounts Receivable 0.00 820.65
1125 Accts Rec Civil Penalties 100.00 15,000.00
1126 Accts Rec Admin Cost 16,600.00 0.00
1130 Lease Receivable - Current 47,406.00 44,579.00
1170 Interest Receivable 0.00 3,035.00
Total Other Current Assets $321,465.22 $316,019.59

Total Current Assets

Fixed Assets

$2,157,641.45

$2,014,024.18

1300 Building 985,976.03 1,024,414.94
1305 Land 300,000.00 300,000.00
1310 Furniture 61,443.00 110,793.38
1320 Equipment 152,015.45 192,770.39
1325 Data Base Software 180,336.18 180,336.18
1330 Capital Improvements 163,679.96 139,213.52
1335 GL Software Subscription 279,684.00
1390 Accumulated Depreciation -898,146.62 -1,046,475.92
1395 Amortization of GL Software -94,840.00
Total Fixed Assets $1,130,148.00 $901,052.49
Other Assets
1080 Wells Fargo Advisors Investment 1,448,979.00 1,503,626.00
1081 Raymond James Investment 313,481.43 300,000.00
1180 Lease Receivable - LT 54,654.00 102,060.00
Total Other Assets $1,817,114.43 $1,905,686.00
TOTAL ASSETS $5,104,903.88 $4,820,762.67




North Carolina State Board of CPA Examiners

Statement of Net Position

As of January 31, 2024

TOTAL

AS OF JAN 31, 2024

AS OF JAN 31, 2023 (PY)

LIABILITIES & NET ASSETS

Liabilities

Current Liabilities
Other Current Liabilities
2005 Due to Exam Vendors
2011 Accounts Payable Other
2013 GL Software SubscriptionPayable
2015 Accrued Vacation Current
Total Other Current Liabilities

Total Current Liabilities

Long-Term Liabilities

2020 Accrued Vacation

2310 Deferred Inflow of Resources
Total Long-Term Liabilities

Total Liabilities

Net Assets

3010 Net Assets Invest in Cap Assets
3020 Designated for Capital Assets
3031 Designated-Operating Expenses
3040 Designated for Litigation

3900 Net Assets Undesignated
Change in Net Assets

Total Net Assets

TOTAL LIABILITIES & NET ASSETS

375,806.11
2,500.00
184,844.00
4,132.17
$567,282.28

$567,282.28

84,737.27
102,060.00
$186,797.27

$754,079.55

1,130,148.00
100,000.00
300,000.00
1,000,000.00
1,437,659.65
383,016.68
$4,350,824.33

$5,104,903.88

289,895.46
2,500.00

21,612.17
$314,007.63

$314,007.63

54,086.27
146,639.00
$200,725.27

$514,732.90

901,052.49
100,000.00
300,000.00
1,000,000.00
1,751,054.46
253,922.82
$4,306,029.77

$4,820,762.67




North Carolina State Board of CPA Examiners

Statement of Revenues and Expenses - Year-To-Date Comparison
April 2023 - January 2024

TOTAL

APR 2023 - JAN 2024 APR 2022 - JAN 2023 (PY)

Income

Certificate Fees

4110 Certificates - Initial

4120 Certificates - Reciprocal
4140 Certificates - Renewal Fees
4150 Certificates - Reinst/Revoked
4151 Certificates - Reinst/Surr
Total Certificate Fees

Exam Fee Revenue

4001 Initial Adm Fees

4002 Re-Exam Adm Fees

4004 Exam Fees Revenue
4070 Transfer Exam Grade Credit
4072 Exam Scholarship Coupon
Total Exam Fee Revenue

Misc

4970 Duplicate Certificates
4990 Miscellaneous

Total Misc

Partnership Fees

4260 Partnership Registration Fees
4261 Partnership Renewal Fees
Total Partnership Fees

Professional Corporation Fees

4250 PC Registration Fees

4251 PC Renewal Fees

4252 PC Renewal Fees W/Penalties
Total Professional Corporation Fees

Total Income
GROSS PROFIT

Expenses

5920 Funded Depreciation

6690 Over & Short

Board Travel

5120 Board Travel - Board Meetings
5121 Board Travel - Prof Meetings
5122 Board Travel - NASBA Annual
5123 Board Travel - NASBA Regional
5127 Board Travel - NCACPA/Board

45,700.00
25,200.00
1,326,420.00
1,400.00
4,200.00
1,402,920.00

182,390.00
160,500.00
1,047,953.56
150.00
-27,970.20
1,363,023.36

475.00
1,461.00
1,936.00

30.00
40,280.00
40,310.00

3,700.00
41,725.00
50.00
45,475.00
$2,853,664.36

$2,853,664.36

39,750.00
-684.30

17,553.19
9,455.25

11,830.79
56.04

40,800.00
29,000.00
1,320,720.00
1,900.00
4,300.00
1,396,720.00

154,790.00
120,600.00
824,165.85
75.00
-26,719.00
1,072,911.85

450.00
978.53
1,428.53

2,500.00
39,940.00
42,440.00

3,725.00
41,650.00

45,375.00
$2,558,875.38
$2,558,875.38

37,500.00
124.39

17,431.31
670.50
10,142.68
8,109.85



North Carolina State Board of CPA Examiners

Statement of Revenues and Expenses - Year-To-Date Comparison
April 2023 - January 2024

TOTAL
APR 2023 - JAN 2024 APR 2022 - JAN 2023 (PY)

5129 Miscellaneous Board Costs 566.26 3,879.91
5131 Board Travel - Outside Legal 795.00 2,624.09
Total Board Travel 40,256.53 42,858.34
Building Expenses

5800 Building Maintenance 863.50 5,276.45
5801 Electricity 9,623.11 8,648.84
5802 Grounds Maintenance 8,284.88 7,207.64
5803 Heat & Air Maintenance 2,424.95 3,601.20
5804 Improvements 169.73 39,400.00
5805 Insurance 6,665.00 6,205.00
5807 Janitorial Maintenance 12,850.00 12,850.00
5808 Pest Control Service 450.00 450.00
5809 Security & Fire Alarm 2,204.93 2,743.24
5810 Trash Collection -855.46 1,380.32
5811 Water & Sewer 1,121.97 1,111.34
Total Building Expenses 43,802.61 88,874.03
Continuing Education -Staff

5050 Continuing Education - Staff 3,558.49 2,781.95
Total Continuing Education -Staff 3,558.49 2,781.95
Exam Postage

5531 Exam Postage 360.00 960.00
Total Exam Postage 360.00 960.00
Exam Sitting and Grading

5538 Exam Vendor Expense 918,749.17 741,092.16
5539 Exam Vendor Accommodations 6,098.81 6,302.95
Total Exam Sitting and Grading 924,847.98 747,395.11
Fringe Benefits

5031 Retirement - NCLB Contribution 50,203.05 47,098.85
5033 Retirement - NCLB Administr 4,275.36 5,336.22
5035 Health Ins. Premiums 105,114.98 102,428.99
5036 Medical Reim Plan 26,829.87 30,388.95
5038 Unemployment Claims 200.00
Total Fringe Benefits 186,623.26 185,253.01
Investigation & Hearing Costs

5222 Investigation Materials 2,920.50 2,835.00
5230 Hearing Costs 420.78 1,572.87
5250 Administrative Cost Assessed -17,200.00 -11,000.00
5260 Civil Penalties Assessed -41,000.00 -175,500.00
5261 Civil Penalties Remitted 34,710.50 146,608.00
Total Investigation & Hearing Costs -20,148.22 -35,484.13



North Carolina State Board of CPA Examiners

Statement of Revenues and Expenses - Year-To-Date Comparison

April 2023 - January 2024

TOTAL

APR 2023 - JAN 2024

APR 2022 - JAN 2023 (PY)

Legal Expense

5140 Legal Counsel - Administrative
5211 Legal Counsel - Litigation
Total Legal Expense

Misc Personnel

5037 HSA Deduction

5090 Flowers, Gifts, Etc.
5092 Misc. Personnel Costs
Total Misc Personnel

Office Expense

5310 Decorations

5320 Payroll Service

5360 Telephone

5361 Internet & Website

5390 Clipping Service

5400 Computer Prog/Assistance

5405 Computer Software Maintenance

5410 Dues

5420 Insurance

5430 Audit Fees

5435 Consulting Services
5440 Misc Office Expense
5445 Banking Fees

5450 Credit Card Fees
Total Office Expense

Per Diem - Board

5110 Per Diem - Board Meetings
5111 Per Diem - Prof Meetings

5112 Per Diem - NASBA Annual
5113 Per Diem - NASBA Regional
5114 Per Diem - NASBA Committees
5117 Per Diem - NCACPA/Board
Total Per Diem - Board

Postage

5340 Postage - Other

5341 Postage - Newsletter
5342 Postage - Business Reply
5343 Postage - Renewal

5345 Postage - UPS

Total Postage

46,491.69
19,040.00
65,531.69

-200.00
77.25
2,528.08
2,405.33

1,701.68
5,491.60
3,267.00
979.60
425.00
155,503.30
8,331.00
17,705.04
15,000.00
10,620.00
945.00
3,296.66
63,289.83
286,555.71

9,350.00
300.00
1,200.00
1,700.00
600.00
50.00
13,200.00

1,650.00
5,650.00
914.00
1,223.00
20,000.00
29,437.00

43,861.50
9,945.00
53,806.50

0.00
142.50
2,768.21
2,910.71

347.66
1,547.80
5,875.72
3,267.00
1,236.60

300.00

137,885.45
8,654.00
19,285.02
13,000.00
8,160.00

945.00
1,578.96

58,042.71
260,125.92

9,350.00
650.00
1,250.00
1,250.00
50.00
200.00
12,750.00

4,673.93
7,588.39
1,636.00
1,440.00
16,500.00
31,838.32



North Carolina State Board of CPA Examiners

Statement of Revenues and Expenses - Year-To-Date Comparison

April 2023 - January 2024

TOTAL

APR 2023 - JAN 2024

APR 2022 - JAN 2023 (PY)

Printing

5330 Printing - Other

5331 Printing - Newsletter
5332 Printing - Certificates
Total Printing

Repairs & Maintenance

5380 Repairs - Misc.

5381 Maintenance - Copiers
5383 Maintenance - Postage
Total Repairs & Maintenance

Salaries & Payroll Taxes
5010 Staff Salaries

5030 FICA Taxes

Total Salaries & Payroll Taxes

Staff Travel

5060 Staff Travel - Local

5061 Staff Travel - Prof Mtgs

5070 Staff Travel - NASBA Annual
5071 Staff Travel - NASBA Regional
5072 Staff Travel - NASBA ED/Legal
5073 Staff Travel - NASBA Committee
5075 Staff Travel - NCACPA Meetings
5076 Staff Travel - NCACPA/Board
Total Staff Travel

Subscriptions/References

5370 Subscriptions/References
Total Subscriptions/References
Supplies

5350 Supplies - Office

5351 Supplies - Copier

5352 Supplies - Computer
5355 Expendable Equipment
Total Supplies

Total Expenses
NET ORDINARY INCOME

Other Income
8200 Rental Income
8250 Gift Card Revenue

4,169.63
25,302.55
2,204.25
31,676.43

2,235.85
468.00
2,703.85

836,721.27
63,192.48
899,913.75

2,288.64
7,607.75
6,328.08

180.65
356.61

16,761.73

8,773.00
8,773.00

5,640.27

1,651.22
2,318.92
9,610.41

$2,584,835.25
$268,829.11

41,497.28
5,000.00

3,791.11
19,505.40
2,202.50
25,499.01

1,158.30
1,5654.00
1,106.00
3,818.30

789,068.50
59,018.36
848,086.86

38.13
2,146.17
9,253.81
5,395.15

14,701.21

3,131.96
34,666.43

8,285.71
8,285.71

7,459.62
682.83
2,441.30

10,583.75
$2,362,634.21
$196,241.17

40,288.60
5,057.50



North Carolina State Board of CPA Examiners

Statement of Revenues and Expenses - Year-To-Date Comparison

April 2023 - January 2024

TOTAL

APR 2023 - JAN 2024

APR 2022 - JAN 2023 (PY)

Interest Income

8500 Interest Income - MMAs 48,327.05
8510 Interest Income - CDs 19,363.24
Total Interest Income 67,690.29
Total Other Income $114,187.57
NET OTHER INCOME $114,187.57
CHANGE IN NET ASSETS $383,016.68

9,742.69
2,592.86
12,335.55

$57,681.65
$57,681.65
$253,922.82




North Carolina State Board of CPA Examiners

Statement of Revenues & Expenses - Budget vs Actual

April 2023 - January 2024

TOTAL
ACTUAL BUDGET OVER BUDGET
Income
Certificate Fees
4110 Certificates - Initial 45,700.00 43,333.30 2,366.70
4120 Certificates - Reciprocal 25,200.00 29,166.70 -3,966.70
4140 Certificates - Renewal Fees 1,326,420.00 1,338,000.00 -11,580.00
4150 Certificates - Reinst/Revoked 1,400.00 1,458.30 -58.30
4151 Certificates - Reinst/Surr 4,200.00 4,375.00 -175.00
Total Certificate Fees 1,402,920.00 1,416,333.30 -13,413.30
Exam Fee Revenue
4001 Initial Adm Fees 182,390.00 143,750.00 38,640.00
4002 Re-Exam Adm Fees 160,500.00 118,750.00 41,750.00
4004 Exam Fees Revenue 1,047,953.56 750,000.00 297,953.56
4070 Transfer Exam Grade Credit 150.00 0.00 150.00
4072 Exam Scholarship Coupon -27,970.20 -28,645.80 675.60
Total Exam Fee Revenue 1,363,023.36 983,854.20 379,169.16
Misc
4970 Duplicate Certificates 475.00 0.00 475.00
4990 Miscellaneous 1,461.00 833.30 627.70
Total Misc 1,936.00 833.30 1,102.70
Partnership Fees
4260 Partnership Registration Fees 30.00 2,000.00 -1,970.00
4261 Partnership Renewal Fees 40,280.00 40,000.00 280.00
Total Partnership Fees 40,310.00 42,000.00 -1,690.00
Professional Corporation Fees
4250 PC Registration Fees 3,700.00 3,500.00 200.00
4251 PC Renewal Fees 41,725.00 42,000.00 -275.00
4252 PC Renewal Fees W/Penalties 50.00 0.00 50.00
Total Professional Corporation Fees 45,475.00 45,500.00 -25.00
Total Income $2,853,664.36 $2,488,520.80 $365,143.56
Expenses
5920 Funded Depreciation 39,750.00 40,000.00 -250.00
6690 Over & Short -684.30 0.00 -684.30
Board Travel
5120 Board Travel - Board Meetings 17,553.19 20,900.00 -3,346.81
5122 Board Travel - NASBA Annual 9,455.25 14,070.00 -4,614.75
5123 Board Travel - NASBA Regional 11,830.79 12,570.00 -739.21
5125 Board Travel - AICPA Council 850.00 -850.00
5127 Board Travel - NCACPA/Board 56.04 0.00 56.04
5129 Miscellaneous Board Costs 566.26 0.00 566.26
5131 Board Travel - Outside Legal 795.00 4,666.66 -3,871.66
Total Board Travel 40,256.53 53,056.66 -12,800.13



North Carolina State Board of CPA Examiners

Statement of Revenues & Expenses - Budget vs Actual

April 2023 - January 2024

TOTAL

ACTUAL BUDGET OVER BUDGET
Building Expenses
5800 Building Maintenance 863.50 2,500.00 -1,636.50
5801 Electricity 9,623.11 10,833.30 -1,210.19
5802 Grounds Maintenance 8,284.88 6,666.70 1,618.18
5803 Heat & Air Maintenance 2,424.95 2,625.00 -200.05
5804 Improvements 169.73 1,666.70 -1,496.97
5805 Insurance 6,665.00 3,500.00 3,165.00
5807 Janitorial Maintenance 12,850.00 13,333.30 -483.30
5808 Pest Control Service 450.00 600.00 -150.00
5809 Security & Fire Alarm 2,204.93 2,500.00 -295.07
5810 Trash Collection -855.46 1,666.70 -2,522.16
5811 Water & Sewer 1,121.97 1,333.30 -211.33
Total Building Expenses 43,802.61 47,225.00 -3,422.39
Continuing Education -Staff
5050 Continuing Education - Staff 3,558.49 2,500.00 1,058.49
Total Continuing Education -Staff 3,5658.49 2,500.00 1,058.49
Exam Postage
5531 Exam Postage 360.00 1,250.00 -890.00
Total Exam Postage 360.00 1,250.00 -890.00
Exam Sitting and Grading
5538 Exam Vendor Expense 918,749.17 668,129.18 250,619.99
5539 Exam Vendor Accommodations 6,098.81 0.00 6,098.81
Total Exam Sitting and Grading 924,847.98 668,129.18 256,718.80
Fringe Benefits
5031 Retirement - NCLB Contribution 50,203.05 49,522.81 680.24
5033 Retirement - NCLB Administr 4,275.36 2,000.00 2,275.36
5035 Health Ins. Premiums 105,114.98 98,929.48 6,185.50
5036 Medical Reim Plan 26,829.87 30,000.00 -3,170.13
5038 Unemployment Claims 200.00 0.00 200.00
Total Fringe Benefits 186,623.26 180,452.29 6,170.97
Investigation & Hearing Costs
5222 Investigation Materials 2,920.50 2,916.70 3.80
5230 Hearing Costs 420.78 4,166.70 -3,745.92
5250 Administrative Cost Assessed -17,200.00 -2,083.30 -15,116.70
5260 Civil Penalties Assessed -41,000.00 -6,250.00 -34,750.00
5261 Civil Penalties Remitted 34,710.50 0.00 34,710.50
Total Investigation & Hearing Costs -20,148.22 -1,249.90 -18,898.32
Legal Expense
5140 Legal Counsel - Administrative 46,491.69 51,666.70 -5,175.01
5211 Legal Counsel - Litigation 19,040.00 15,000.00 4,040.00
Total Legal Expense 65,531.69 66,666.70 -1,135.01

Misc Personnel



North Carolina State Board of CPA Examiners

Statement of Revenues & Expenses - Budget vs Actual

April 2023 - January 2024

TOTAL

ACTUAL BUDGET OVER BUDGET
5037 HSA Deduction -200.00 0.00 -200.00
5090 Flowers, Gifts, Etc. 77.25 0.00 77.25
5092 Misc. Personnel Costs 2,528.08 2,916.70 -388.62
Total Misc Personnel 2,405.33 2,916.70 -511.37
Office Expense
5301 Equipment Rent 120.00 -120.00
5310 Decorations 200.00 -200.00
5320 Payroll Service 1,701.68 1,750.00 -48.32
5360 Telephone 5,491.60 7,083.30 -1,591.70
5361 Internet & Website 3,267.00 3,333.30 -66.30
5390 Clipping Service 979.60 1,666.70 -687.10
5400 Computer Prog/Assistance 425.00 833.30 -408.30
5405 Computer Software Maintenance 155,503.30 135,300.00 20,203.30
5410 Dues 8,331.00 8,541.70 -210.70
5420 Insurance 17,705.04 20,000.00 -2,294.96
5430 Audit Fees 15,000.00 15,000.00 0.00
5435 Consulting Services 10,620.00 6,833.30 3,786.70
5440 Misc Office Expense 945.00 0.00 945.00
5445 Banking Fees 3,296.66 1,750.00 1,546.66
5448 Interest Expense - GL Software 10,583.30 -10,583.30
5450 Credit Card Fees 63,289.83 53,333.30 9,956.53
Total Office Expense 286,555.71 266,328.20 20,227.51
Per Diem - Board
5110 Per Diem - Board Meetings 9,350.00 10,500.00 -1,150.00
5111 Per Diem - Prof Meetings 300.00 2,083.30 -1,783.30
5112 Per Diem - NASBA Annual 1,200.00 2,400.00 -1,200.00
5113 Per Diem - NASBA Regional 1,700.00 2,400.00 -700.00
5114 Per Diem - NASBA Committees 600.00 0.00 600.00
5116 Per Diem - NCACPA Annual 800.00 -800.00
5117 Per Diem - NCACPA/Board 50.00 500.00 -450.00
5119 Per Diem - Miscellaneous 500.00 -500.00
Total Per Diem - Board 13,200.00 19,183.30 -5,983.30
Postage
5340 Postage - Other 1,650.00 5,833.30 -4,183.30
5341 Postage - Newsletter 5,650.00 8,333.30 -2,683.30
5342 Postage - Business Reply 914.00 2,500.00 -1,586.00
5343 Postage - Renewal 1,223.00 2,083.30 -860.30
5345 Postage - UPS 20,000.00 15,000.00 5,000.00
Total Postage 29,437.00 33,749.90 -4,312.90
Printing
5330 Printing - Other 4,169.63 3,333.30 836.33
5331 Printing - Newsletter 25,302.55 26,000.00 -697.45
5332 Printing - Certificates 2,204.25 3,500.00 -1,295.75



North Carolina State Board of CPA Examiners

Statement of Revenues & Expenses - Budget vs Actual

April 2023 - January 2024

TOTAL
ACTUAL BUDGET OVER BUDGET
Total Printing 31,676.43 32,833.30 -1,156.87
Repairs & Maintenance
5381 Maintenance - Copiers 2,235.85 2,375.00 -139.15
5383 Maintenance - Postage 468.00 1,375.00 -907.00
Total Repairs & Maintenance 2,703.85 3,750.00 -1,046.15
Salaries & Payroll Taxes
5010 Staff Salaries 836,721.27 828,818.90 7,902.37
5030 FICA Taxes 63,192.48 63,592.53 -400.05
Total Salaries & Payroll Taxes 899,913.75 892,411.43 7,502.32
Staff Travel
5061 Staff Travel - Prof Mtgs 2,288.64 1,666.70 621.94
5070 Staff Travel - NASBA Annual 7,607.75 7,035.00 572.75
5071 Staff Travel - NASBA Regional 6,328.08 5,910.00 418.08
5073 Staff Travel - NASBA Committee 180.65 0.00 180.65
5075 Staff Travel - NCACPA Meetings 356.61 2,000.00 -1,643.39
5076 Staff Travel - NCACPA/Board 2,000.00 -2,000.00
Total Staff Travel 16,761.73 18,611.70 -1,849.97
Subscriptions/References
5370 Subscriptions/References 8,773.00 6,458.30 2,314.70
Total Subscriptions/References 8,773.00 6,458.30 2,314.70
Supplies
5350 Supplies - Office 5,640.27 6,250.00 -609.73
5351 Supplies - Copier 1,041.70 -1,041.70
5352 Supplies - Computer 1,551.22 1,041.70 509.52
5355 Expendable Equipment 2,318.92 4,166.70 -1,847.78
Total Supplies 9,510.41 12,500.10 -2,989.69
Total Expenses $2,584,835.25 $2,346,772.86 $238,062.39
NET OPERATING INCOME $268,829.11 $141,747.94 $127,081.17
Other Income
8200 Rental Income 41,497.28 41,517.50 -20.22
8250 Gift Card Revenue 5,000.00 4,166.70 833.30
Interest Income
8500 Interest Income - MMAs 48,327.05 6,250.00 42,077.05
8510 Interest Income - CDs 19,363.24 6,250.00 13,113.24
Total Interest Income 67,690.29 12,500.00 55,190.29
Total Other Income $114,187.57 $58,184.20 $56,003.37
NET OTHER INCOME $114,187.57 $58,184.20 $56,003.37
CHANGE IN NET ASSETS $383,016.68 $199,932.14 $183,084.54




Periodic Review and Expiration of Existing Rules

STEP 1
[G.S. 150B-21.3A(c)(1)]

ITEM lI-A

Agency Reviews Existing Rules "Step 1(a)”

Agency's rulemaking coordinator receives the report (an Excel spreadsheet)
from RRC Staff by email.

Rulemaking coordinator has 10 business days to respond regarding any errors or
missing rules. (See 26 NCAC 05 .0203)

Agency Reviews Existing Rules "Step 1(b)"

First agency meeting to make determination classifying each rule in the report for
public comment.
Classifications are: (1) unnecessary and (2) necessary.

Agency Accepts Public Comments for 60 Days "Step 1(c)"”

\ 4
Agency Posts Report on Agency Provides Report to Agen%}/ Must Notify Interested
Agency's Website "Step 1(c)" OAH to be Posted on OAH's ersons "Step 1(c)”
Website "Step 1(c)" See 26 NCAC 05 .0207
See 26 NCAC 05 .0206
See 26 NCAC 05 .0206

Agency Reviews and Responds to Public Comments "Step 1(d)”

Second agencg meeting to review comments received. Res&onses should be
provided By thé agency to comments that are objecting to a Rule.

Agency to make determination classifying each rule inthe report after
consideration of the public comments.

Classifications are: (1) unnecessary or (2) necessary.

r
" No review by agency '@_

Rule expires

Agency Submits Report, Written Comments, and Classifications to RRC
"Step 1(e)”
26 NCAC 05 .0211 contains a link to the RRC review date. Agency must file the
complete Report with the RRC on or before the 20th of the month prior to the
month and year set forth in the schedule. (See 26 NCAC 05 .0203)

STEP 2
[G.S. 150B-21.34(c)(2)]

RRC reviews report
and written comments

RRC submits report
to APO

STEP 3

[G.S. 150B-21.3A(c)(3)]

APO consultation APO does not meet
within 60 days

Committee recommends
new review

I
I
?

: .

Agency initiates RRC
readoption of rule d inati
etermination
through the effective
permanent
rulemaking process

|

This document is prepared by the Office of Administrative Hearings as a public service and is provided to the public for informational purposes only.

(07/11/23)



ITEM lII-B

North Carolina State Board of Certified Public Accountant Examiners

DRAFT

February 19, 2024

American Institute of Certified Public Accountants
Attention: Brad Coffey, AICPA Peer Review Board
220 Leigh Farm Road

Durham, NC 27707-8110

The North Carolina State Board of CPA Examiners (Board) has reviewed the Exposure Draft, Proposed Peer
Review Standards Update No. 2, Reviewing A Firm’s System of Quality Management and Omnibus
Technical Enhancements prepared by the American Institute of Certified Public Accounts (AICPA). The
draft proposes revisions to the standards with conforming updates to address the issuance of the quality
management standards by the Auditing Standards Board. The AICPA Peer Review Board (PRB) has
requested feedback from all interested parties but identified sections specific to respondents providing
their views on behalf of state boards of accountancy. The Board offers the following comments:

Most of the proposed language changes relate to the conformity changes with the new quality
management standards and the increase in firm management responsibilities for achieving quality results.
As such, the focus shifts from a discussion of quality control standards to quality management standards.
The Board agrees with the emphasis on firms’ “tone at the top” in achieving quality results and agrees
these language changes are necessary to conform with the quality management standards.

The Exposure Draft notes that the standards will continue to categorize matters identified by peer
reviewers as either design or compliance matters and asks whether additional report wording issues
should be considered. An example offered is relabeling “compliance matters” to “operating effectiveness
matters.” The Board believes that consistency in the reporting formats is important on behalf of Board
staff charged with monitoring firms’ peer review program results. To support this objective, compliance
matters, as defined in Section 100, identify when an aspect of a firm’s properly designed system of quality
management is not implemented or does not operate as designed. As such, the Board recommends
staying with the current categorization of matters for further consideration as compliance matters.

An ask of the Exposure Draft for state boards of accountancy is if any changes will need to be made to
state laws or board regulations to address the transition from quality control standards to quality
management standards. The Board has not identified any changes that would be required as part of this
transition.

A question is asked if the peer review standards should include a definition of “root cause” or explanatory
material that would provide users with additional considerations for concluding whether the severity and
pervasiveness of a root cause may be systemic in nature. Root cause analysis would be a method by which
reviewers identify the underlying reasons for why a particular quality management condition exists.
Understanding the root cause for a noncompliance matter would provide the firm with a roadmap to
prevent the recurrence of quality management failures and promote positive outcomes. Knowing the
“why” can assist in determining the recommendation for addressing the condition and assessing the
effectiveness of the actions taken. Therefore, the Board would support this addition to the peer review
standards.
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AICPA Peer Review Board
February 19, 2024
Page 2

A critical change is identified in the Reviewer Qualifications with PR-C Section 200, General Principles and
Responsibilities for Reviewers. The new language proposes that a reviewer who retires from the practice
of public accounting may continue to serve as a peer review team member during the 18 months after
the individual’s retirement date. The Board does not see this as a problem as the conditions for this to
occur include the requirement to obtain relevant continuing professional education that should maintain
their current knowledge of professional standards. However, the Board does have some concern with the
language in how this section is presented. Many state boards of accountancy have a CPA-retired status
that allows CPAs to maintain their CPA designation. However, the status is generally honorary, and such
CPAs are not “licensed to practice as a CPA” and are further restricted from continuing to perform services
that are identified as the “public practice of accounting.” The PRB should consider changing the
presentation in this matter to ensure there is no confusion or unintended consequences related to a
“retired” CPA serving in this role.

Finally, the Board agrees that the language added regarding facilitated state board access (FSBA) is
essential in assisting state boards of accountancy in performing their monitoring responsibilities for firm
quality management issues. This Board updated its rules recently such that a firm located in North Carolina
may not be permitted to opt out of providing access to the firm’s peer review results and other
documentation through FSBA. Due to the length of time from a firm’s peer review scheduling and the
finalization of the process with peer review results, the monitoring of peer review activity has become
difficult, complex, and time-consuming for state boards of accountancy. As more information is made
available within FSBA, state boards of accountancy can more readily monitor the process without
constantly engaging with the impacted firms. As such, the Board would request that the PRB consider
making the “objective peer review information” as identified at .A18 within PR-C Section 300, General
Principles and Responsibilities for Review Firms, mandatory reporting requirements within the FSBA
system.

The Board agrees that the proposed effective dates for QM-related changes (December 31, 2025) and
omnibus technical enhancements (October 31, 2024) are reasonable.

The Board appreciates the opportunity to comment on the proposed Exposure Draft, particularly the
guestions about state boards of accountancy.

Sincerely,

Gary R. Massey, CPA
President
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EXPOSURE DRAFT

Proposed Peer Review Standards
Update No. 2, Reviewing A Firm’s
System of Quality Management and
Omnibus Technical Enhancements

(Amends AICPA Standards for Performing and
Reporting on Peer Reviews, Effective for Peer
Reviews Commencing on or After May 1, 2022)

November 16, 2023

Comments are requested by May 31, 2024

Prepared by the AICPA Peer Review Board for comment from
interested persons.

Comments should be addressed to Brad Coffey at
PR _expdraft@aicpa.org.
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Explanatory Memorandum
Introduction

This memorandum provides a summary of proposed Peer Review Standards Update (PRSU)
No. 2, Reviewing a Firm’s System of Quality Management and Omnibus Technical
Enhancements, to be applied to the AICPA Standards for Performing and Reporting on Peer
Reviews (standards) issued by the AICPA Peer Review Board (board) and solicits input from all
interested parties regarding this exposure draft and proposed revisions to the standards.

A copy of this exposure draft and the extant standards (effective for peer reviews commencing
on or after May 1, 2022, as amended) are also available on the AICPA Peer Review website at
https://us.aicpa.org/interestareas/peerreview.

Overview

The AICPA Peer Review Program (program) monitors the quality of reviewed firms’ accounting
and auditing engagements and has historically evaluated systems of quality control under which
those engagements are performed. Participation in the program is mandatory for AICPA
membership, as explained in paragraph .03 of PR-C section 100, Concepts Common to All Peer
Reviews, ' and peer reviews are now required for licensure in nearly all state licensing
jurisdictions.

As proposed, this PRSU has been developed by the board to revise the standards with conforming
and other enhancive updates in consideration of the issuance of the following quality management
standards (collectively, the QM standards) issued by the Auditing Standards Board (ASB) and
other related standard setters:
e Statement on Quality Management Standards (SQMS) No. 1, A Firm’s System of Quality
Management
e SQMS No. 2, Engagement Quality Reviews
e Statement on Auditing Standards (SAS) No. 146, Quality Management for an Engagement
Conducted in Accordance With Generally Accepted Auditing Standards
e Statement on Standards for Accounting and Review Services (SSARS) No. 26, Quality
Management for an Engagement Conducted in Accordance With Statements on
Standards for Accounting and Review Services

The most significant change in the new QM standards is the introduction of a risk-based approach
to achieve quality objectives, which helps firms identify and address risks specific to their practice
and creates a more scalable approach to quality for all firms. The QM standards also do the
following:
¢ Increase firm leadership responsibilities and accountability, and improve firm governance.
¢ Introduce a risk-based approach focused on achieving quality objectives.
o Address technology, networks, and the use of external service providers.
e Increase focus on the continual flow of information and appropriate communication,
internally and externally.
¢ Promote proactive monitoring of quality management systems and timely and effective
remediation of deficiencies according to the SQMSs.
o Clarify and strengthen requirements for a more robust engagement quality review.

L All PR-C sections can be found in AICPA Professional Standards.



o Enhance the engagement partner’s responsibility for audit engagement leadership and
audit quality.

Scope of Proposed Changes to the Peer Review Standards

The peer review standards will continue to include requirements and application and other
explanatory material for two types of peer reviews based on the highest level of service in a
firm’s accounting and auditing practice (system reviews and engagement reviews).

As described in paragraph .09 of PR-C section 100, firms that perform engagements under the
SASs or Government Auditing Standards, examinations under the Statements on Standards for
Attestation Engagements (SSAEs), or audits or examination engagements under PCAOB
standards as their highest level of service must have system reviews. Firms are eligible to have
engagement reviews if the highest level of service does not require a system review and is
performed under the SSARSs or the SSAEs or is an other attestation engagement under
PCAOB standards.

The changes proposed by this PRSU are intended to address requirements and related
application and other explanatory material that affect performing and reporting on system
reviews. Other than changing terminology from “quality control” to “quality management,” the
nature and scope of engagement reviews are unchanged.

Performing Peer Reviews of a Firm’s System of Quality Management

To effectively report on a firm’s system of quality management in a system review, peer
reviewers will need to evaluate whether a reviewed firm’s system is suitably designed and
operated according to the QM standards, taking into consideration the nature and complexity of
the firm’s auditing and accounting practice.

The board would like to emphasize that operating a firm’s system of quality management is an
iterative process and therefore, a reviewed firm’s procedures and documentation regarding
various components of the system may be performed at different points in time during a one-
year period. In particular, the QM standards are designed to be scalable based on the nature
and complexity of a firm’s audit and accounting practice. Thus, reviewer judgment will be critical
to evaluate a firm’s documentation of its established quality objectives, identification and
assessment of risks to achieving the quality objectives, and the design and implementation of
responses to address quality risks.

Timing Considerations, Resources, and Proposed Effective Date

The board recognizes that firms will implement the QM standards at various points in time,
including instances when a firm implements the QM standards during its peer review year. Peer
review stakeholders are advised that the changes proposed in this PRSU are intended to
address long-term needs of the program, and thus, the proposed revisions to the standards do
not address considerations for reviewing a firm that has partially implemented the QM standards
during its peer review year. For these situations, the board will issue separate communications
to provide reviewers and other stakeholders with considerations to assist with evaluating partial-
year implementation and reporting thereon.

To assist with considerations for implementing the QM standards, the board is currently
developing other guidance that may be used to assist with determining the significance of various



implementation issues that may be encountered when reviewing a firm’s system of quality
management. Additionally, peer review stakeholders are encouraged to review and utilize
resources including, but not limited to, the following:
¢ Practice aids to help firms establish a quality management system, available on the AICPA
website at https://www.aicpa-cima.com/resources/download/free-practice-aid-set-up-
your-a-and-a-quality-management-system.
o Guidance on how to implement the risk-based quality management standards published
in the Journal of Accountancy.

Considering that all firms are required to implement the QM standards by December 15, 2025,
this PRSU proposes that the QM related updates to the peer review standards will be effective
for firms with peer review years ending on or after December 31, 2025. Until such time, it is
expected that peer reviews will continue to evaluate and report on a firm’s system of quality
control according to the Statements on Quality Control Standards (SQCS). For the proposed
omnibus technical enhancements, the board proposes that these changes will be effective for
reviews commencing on or after October 31, 2024.

Summary of Proposed Changes

Updates in this proposed PRSU include modifications to various requirements and application
and other explanatory material of the standards to account for appropriate terminology and
related requirements of the QM standards. Additionally, several other technical enhancements
or minor corrections are proposed as part of the board’s continual effort to maintain standards
that are easy to read, understand, and apply.

In addition to conforming revisions that address the name change from “quality control” to
“quality management,” the following summary represents revisions that the board believes to be
most significant and responsive to the recently issued QM standards, among other omnibus
technical enhancements to provide additional guidance or clarification related to existing
requirements or application and other explanatory material.


https://www.aicpa-cima.com/resources/download/free-practice-aid-set-up-your-a-and-a-quality-management-system
https://www.aicpa-cima.com/resources/download/free-practice-aid-set-up-your-a-and-a-quality-management-system
https://editions.journalofaccountancy.com/publication/?m=67127&i=802162&p=20&bt_field_name%5b%5d=utm_source&bt_field_name%5b%5d=utm_medium&bt_field_name%5b%5d=utm_campaign&bt_field_value%5b%5d=mnl%3Ajofa&bt_field_value%5b%5d=email&bt_field_value%5b%5d=02Oct2023&utm_campaign=02Oct2023&utm_medium=email&utm_source=mnl%3Ajofa&ver=html5

PR-C

Paragraph

Summary of Change

Reason?

PR-C Section 100, Concepts Common to All Peer Reviews

.01

1

A1

A1

1

19

A8

Various

Revised to further clarify that any reference to users of the standards
is to include firms, peer reviewers, and administering entities (AEs).
Revised to clarify the definitions of a design matter and a compliance
matter; accordingly, new paragraphs (.A17 and .A23) are introduced
as application and other explanatory material to indicate that such
matters may be elevated to a finding, deficiency, or significant
deficiency in a firm’s system of quality management.

Revised to include a definition for “enrollment date,” consistent with the
existing requirement in paragraph .23 that states firms should enroll no
later than the date a firm issues the report on its first engagement
within the scope of the standards.

Revised to include a definition for “facilitated state board access”
(FSBA), which is used to provide state boards of accountancy with
access to peer review results, additional documents, and other
objective information.

Revised to clarify that the definition of a “finding” in a system review is
one or more related matters that result from the same systemic cause.
Revised to clarify the requirement for confidential information to be
disclosed only as required by law with the reviewed firm’s written
permission or in response to a valid subpoena.

Revised for consistency with objectives established by the QM
standards.

Revised requirements and application and other explanatory material
with conforming changes to align with requirements of the QM
standards and to address the name change from “quality control” to
“quality management.”

PR-C Section 200, General Principles and Responsibilities for Reviewers

A5

Various

Revised to provide a transition period for reviewers that retire from
practicing public accounting so that these individuals may continue
serving as team members to assist with succession and mentoring
less experienced peer reviewers.

Revised requirements and application and other explanatory material
with conforming changes to align with requirements of the QM
standards and to address the name change from “quality control” to
“quality management.”

QM

@)

QM

QM
QM

QM

PR-C Section 210, General Principles and Responsibilities for Reviewers — System Reviews

.03

.07

Revised for consistency with objectives established by the QM
standards.

Revised to extend the period of time (from 12 to 18 months) for certain
reviewer training to be taken before commencement of a review, which

QM
O

2 Revisions proposed in response to requirements of the QM standards are labeled with “QM,” with a proposed
effective date for peer review year ends on or after December 31, 2025. Other revisions proposed as omnibus
technical enhancements are labeled with “O,” with a proposed effective date for peer reviews commencing on or
after October 31, 2024.



PR-C
Paragraph

Summary of Change

Reason?

.70

.70

A5

A7

A11

Various

is intended to provide flexibility to reviewers that encounter changes or
disruptions to CPE schedules.

Revised to require peer reviewers to submit completed quality
management checklists as part of documents required to be submitted
to all AEs.

Revised to require peer reviewers to submit any completed alternative
practice structure checklists as part of documents required to be
submitted to all AEs, as applicable.

Revised to describe quality management documentation that peer
reviewers are likely to evaluate when planning a peer review.

Revised to indicate reviewers will likely need to consider the results of
the reviewed firm’s (at least annual) evaluation of its system of quality
management.

Revised to describe peer review control risk factors for consistency
with the eight components described in the QM standards.

Revised requirements and application and other explanatory material
with conforming changes to align with requirements of the QM
standards and to address the name change from “quality control” to
“quality management.”

QM

@)

QM

QM

QM

QM

PR-C Section 220, General Principles and Responsibilities for Reviewers — Engagement

Reviews
13

Various

Revised to introduce a new application and other explanatory material
paragraph (.A8) that provides an example of an appropriate
engagement selection in engagement reviews. Additionally, extant
paragraph .A6 is revised for further clarification of engagement
selection criteria.

Revised requirements and application and other explanatory material
with conforming changes to align with requirements of the QM
standards and to address the name change from “quality control” to
“quality management.”

PR-C Section 300, General Principles and Responsibilities for Reviewed Firms

.09

A15 and
A16

Various

Revised to introduce a new paragraph (.A3) in application and other
explanatory material to prompt a reviewed firm to consider, for out-of-
state licensure purposes, whether one or more of its state boards of
accountancy require its peer review results to be provided through
FSBA.

Revised to clarify extant application and other explanatory material
and to distinguish that peer review results and other objective
information may be shared with state boards of accountancy through
FSBA. Accordingly, a new paragraph (.A18) is introduced to specify
other objective peer review information that may be shared through
FSBA.

Revised requirements and application and other explanatory material
with conforming changes to align with requirements of the QM
standards and to address the name change from “quality control” to
“quality management.”

@)

QM

QM



PR-C
Paragraph Summary of Change Reason?

PR-C Section 310, General Principles and Responsibilities for Reviewed Firms — System
Reviews

.16 Introduces a new paragraph (.A24) in application and other (0]
explanatory material that provides an example to describe when
written representations may be tailored based on circumstances of a
system review; specifically, when peer review results indicate
management has not fulfilled its responsibility for designing and
complying with a system of quality management.

A6 Revised for consistency with objectives established by the QM QM
standards.
Various Revised requirements and application and other explanatory material QM

with conforming changes to align with requirements of the QM
standards and to address the name change from “quality control” to
“quality management.”

PR-C Section 320, General Principles and Responsibilities for Reviewed Firms — Engagement
Reviews

A5 Revised for consistency with changes previously described regarding (0]
engagement selection in section 220.
A19 Introduces a new paragraph in application and other explanatory QM

material that provides an example to describe when written
representations may be tailored based on circumstances of an
engagement review; specifically, when a reviewer becomes aware that
management has not fulfilled its responsibility for designing and
complying with a system of quality management.
Various Revised requirements and application and other explanatory material QM
with conforming changes to align with requirements of the QM
standards and to address the name change from “quality control” to
“quality management.”

PR-C Section 400, General Principles and Administration Responsibilities

.08 Revised for consistency with changes related to sharing information (0]

through FSBA as previously described in section 300. Accordingly,
.A11 is revised and a new paragraph (.A12) is introduced with
additional guidance related to sharing other objective information
through FSBA.

Various Revised requirements and application and other explanatory material QM
with conforming changes to align with requirements of the QM
standards and to address the name change from “quality control” to
“quality management.”

PR-C Section 410, The Report Acceptance Process

.05 Revised to require technical reviewer evaluation of system reviews to QM
include review of quality management checklists and any explanation
of “no” answers.

A1 Revised to reference a new application and other explanatory material QM
paragraph (.A6) that indicates a report acceptance body (RAB) may
request quality management checklists to be provided in RAB



PR-C
Paragraph Summary of Change Reason?

materials to assist with evaluating a reviewer’s procedures performed
and conclusions reached.

A1 Revised to remove prior review implementation plan letters from the (0]
list of required documents to be provided in RAB materials.
Various Revised requirements and application and other explanatory material QM

with conforming changes to align with requirements of the QM
standards and to address the name change from “quality control” to
“quality management.”

PR-C Section 420, Corrective Actions and Implementation Plans

A16 Revised to clarify the allowable implementation plan requiring a firm to (0]
(exhibit C) hire an outside party to review a firm’s completion of intended remedial
actions stated on a finding for further consideration (FFC) form.
A17 Revised to clarify that certain corrective actions are suggested when (0]
(exhibit D) deficiencies or significant deficiencies do not relate to the engagement
performance component of a firm’s system of quality management.
Various Revised requirements and application and other explanatory material QM
with conforming changes to align with requirements of the QM
standards and to address the name change from “quality control” to
“quality management.”

PR-C Section 430, Reviewer Performance

A2 Revised for consistency with the proposed revision to paragraph .A25 (0]

in section 210, to remove improper selection of a surprise engagement
from the list of examples that may result in reviewer feedback related
to engagement selection and review.

Various Revised requirements and application and other explanatory material QM
with conforming changes to align with requirements of the QM
standards and to address the name change from “quality control” to
“quality management.”

Comment Period

The comment period for this exposure draft ends on May 31, 2024.

Guide for Respondents

The board welcomes feedback from all interested parties on this proposal. Comments are most
helpful when they refer to specific paragraphs, include the reasons for the comments, and, when
appropriate, make specific suggestions for any proposed changes to wording.

Written comments on this exposure draft will become part of the public record of the AICPA and
will be made available on the AICPA’s website. Please provide responses that are

e submitted as Microsoft Word or Adobe PDF documents by May 31, 2024, and are
o directed to Brad Coffey at PR_expdraft@aicpa.org.

Effective Date


mailto:PR_expdraft@aicpa.org

Revisions in response to requirements of the QM standards have a proposed effective date for
peer review year ends on or after December 31, 2025. Omnibus technical enhancements have a
proposed effective date for peer reviews commencing on or after October 31, 2024.

Requests for Comment

Respondents are requested to provide feedback on the changes proposed in this PRSU and
any other comments or suggestions to assist the board with determining whether any additional
changes are appropriate before issuing the final update to the standards.

Related to the proposed changes in consideration of the QM standards, please provide

your views on the following:

1. Do you recommend any additional changes to strengthen the understandability and
applicability of existing requirements or application and other explanatory material?

2. Do you recommend any specific changes to the peer review standards to account for one
or more specific requirements in the QM standards?

3. Due to the iterative nature of the requirements in the QM standards, do you suggest any
additional considerations to assist peer reviewers with evaluating various components of a
firm’s system at different points in the peer review year?

4. As proposed, the standards will continue to categorize matters identified by peer reviewers
(for example, on matter for further consideration [MFC] forms or in a peer review report) as
either design matters or compliance matters. Do you believe the board should consider
additional revisions for more consistency with the SQMS, such as the following?

a. Relabeling “compliance matters” to “operating effectiveness matters.”

b. Revising the Firm’'s Responsibility section in the peer review report to state, “The
firm is responsible for designing, implementing, and operating a system of quality
management to provide the firm with reasonable assurance of performing and
reporting in conformity with the requirements of applicable professional standards
in all material respects.”

c. Revising the Peer Reviewer's Responsibility section in the peer review report to
state, “Our responsibility is to express an opinion on the design, implementation,
and operating effectiveness of the firm’s system of quality management based on
our review.”

5. Do you agree with the proposed change to require team captains to submit the quality
management checklists as part of a reviewer’s required document submission?

6. Do you believe any specific training or resources would be beneficial to firms, reviewers, or
administering entities as it relates to evaluating a firm’s system of quality management?

7. For respondents providing their views on behalf of state boards of accountancy, please
identify and describe your state’s specific laws or regulations, if any, that will require
changes because of the transition from quality control standards to quality management
standards.

8. Do you believe the peer review standards should include a definition of “root cause” or
application and other explanatory material to provide users with additional considerations
for concluding whether the severity and pervasiveness of a root cause may be systemic in
nature?

Related to the proposed omnibus technical enhancements, please provide your views

on the following:

9. Do you believe it is appropriate to permit reviewers that retire from the practice of public
accounting to continue serving as a team member on peer reviews for an 18-month period
after an individual’s effective date of retirement? Additionally, please describe

a. whether you agree with the proposed period of 18 months.



10.

11.

12.

b. any other qualifications that you believe are appropriate for retired reviewers to meet
in order to continue serving as team members for the 18-month period.
c. whether you are interested in utilizing the proposed 18-month period for succession
planning or mentoring new peer reviewers.
Do you believe it is appropriate to extend the reviewer training requirement for relevant
courses to be taken within 18 months prior to the commencement of a review? Should the
18-month period also apply to applicable training courses for technical reviewers or CPAs
on Staff?
In addition to peer review documents already required to be submitted to AEs as described
in paragraph .70 of section 210, do you agree with the proposed change to include the
alternative practice structure (APS) checklists?
For respondents providing their views on behalf of state boards of accountancy, do you
recommend any additional changes to strengthen the identification of firms’ responsibilities
regarding facilitated state board access, as described in section 300?

Related to the proposed effective date of PRSU No. 2, please provide your views on the
following:

13.

14.

Do you agree with the proposed effective date for QM related changes to be effective for
peer reviews with peer review years ending on or after December 31, 20257 For any
suggested alternatives or anticipated challenges that stakeholders may face with this
effective date, please provide your reasoning.

Do you agree with the proposed effective date for omnibus technical enhancements to be
effective for peer reviews commencing on or after October 31, 20247 For any suggested
alternatives or anticipated challenges that stakeholders may face with this effective date,
please provide your reasoning.
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PR-C Section 100, Concepts Common to All Peer Reviews

Proposed Peer Review Standards Update No. 2,
Reviewing a Firm’s System of Quality
Management and Other Omnibus Technical
Enhancements

(Boldface italics denote new language. Deleted text is shown in strikethrough.)
PR-C Section 100, Concepts Common to All Peer Reviews

Introduction

Scope of This Section

.01 This section contains general principles and responsibilities for the AICPA Peer Review
Program (the program) and applies to users of these standards including

a. firms and individuals (Ref: par. .45—.47) enrolled in the program (Ref: par. .A1),
b. firms and individuals who perform and report on peer reviews, and

c. administering entities (AEs) of peer reviews (Ref: par. .A2).

The AICPA Peer Review Board (board), among other responsibilities, determines program
enrollment eligibility, peer reviewer qualifications, and who may administer the program.

[Paragraphs .02—.04 are unchanged.]
Relationship of Peer Review With Quality Centrel- Management Standards

.05 Users of these standards should understand the quality eentrel-management standards
established by the AICPA. The firm’s system of quality eentrel-management may affect both the
conduct of individual engagements and the conduct of a firm's accounting and auditing practice.
However, deficiencies in or instances of noncompliance with a firm's system of quality eentrel
management do not, in and of themselves, indicate that an engagement was not performed in
accordance with the requirements of the applicable professional standards. (Ref: par. .A8—.A9)

[Paragraphs .06—.10 are unchanged.]

Definitions

13



PR-C Section 100, Concepts Common to All Peer Reviews

.11 For the purposes of all sections of these standards, the following terms have the meanings
attributed as follows:

[The content of all other definitions in this paragraph is unchanged.]

Compliance matter. When an aspect of a firm’s properly designed system of quality eentrel
management peliey—or—procedure—is not implemented or does not operate as designed, as
evidenced by the failure of reviewed firm personnel to comply with such system. (Ref: par.
.Al7)

Control risk. The risk that an engagement will not be performed or reported on in conformity with
the requirements of applicable professional standards in all material respects due to a failure
in the reviewed firm’s system of quality eentrel-management.

Deficiency (system reviews). When evaluating the reviewed firm’s system of quality eentrel
management taken as a whole, one or more matters that the team captain has concluded could
create a situation in which the reviewed firm would not have reasonable assurance of
performing or reporting in conformity with the requirements of applicable professional
standards in one or more important respects. Deficiencies should be documented in a peer
review report with a rating of pass with deficiencies.

Design matter. When the design of a reviewed firm’s system of quality eentrel-management does

not tdenttﬁz or mmgate one or more quahty rzsks&—ms&&g—a—q&ahtyheeﬂtfel—pehey—ef

w%h—p*efesae&al—s%aﬁd-afés- (Ref par. A23)

Detection risk. The risk that the reviewer will fail to detect deficiencies or significant deficiencies
in the reviewed firm’s system of quality eentrel-management.

Engagement partner. The partner or other persenin-individual appointed by the firm who is
responsible for the engagement and its performance, and for the report that is issued on behalf
of the firm, and who, when required, has the appropriate authority from a professional, legal,
or regulatory body.

Enrollment date. The date a firm enrolls in the program, which should be no later than the date
the firm issues the report on its first engagement within the scope of the standards.

Facilitated state board access (FSBA). The process a firm uses to allow AEs to provide state
boards of accountancy with secure access to its peer review results, additional documents,
and other objective peer review information.

Finding (system reviews). One or more related matters with the same systemic cause related to
designing or complying with the thatresultfroma-conditioninthereviewed firm’s system of

quality eentrel-management er-compliance—with-the-systemsuch that there is more than a

remote possibility that the reviewed firm would not perform or report in conformity with the

14



PR-C Section 100, Concepts Common to All Peer Reviews

requirements of applicable professional standards. A finding should be documented as a
finding for further consideration (FFC) on an FFC form.

Inherent risk. In the absence of a system of quality eentrel-management, the risk of a reviewed
firm’s engagement not being performed or reported on in conformity with the requirements of
applicable professional standards in all material respects.

Isolated matter. An incident (or limited incidents) of noncompliance with professional standards

or the firm’s system of quality eentrel-management control-policies-andprocedures-on one or
more engagements (or elements-components of the system of quality eentrel-management

system), but the same standards-orpolictes-and-procedures—were-complied-with incident did
not occur on theremaining other selected engagements or elements components. (Ref: par.
A24 22)

Matter. One or more “no” answers to questions in peer review checklists identified during a
system review or an engagement review.

o Engagement reviews. One or more “no” answers to questions in peer review checklists
that were not resolved to the review captain’s satisfaction. These are documented as
matters for further consideration (MFCs) on an MFC form. (Ref: sections 220 and 320)

e System reviews. One or more “no” answers to questions in peer review checklists that
a reviewer concludes warrant further consideration in the evaluation of a firm’s system
of quality eentrelmanagement. A matter should be documented as a matter for further
consideration (MFC) on an MFC form. (Ref: sections 210 and 310)

Partner. Any individual with authority to bind the firm with respect to the performance of a
professional services engagement. For purposes of this definition, Bpartners may include an
employees with this authority who hasve not assumed the risks and benefits of ownership.
Firms mightay use different titles to refer to individuals with this authority.

Peer review risk. The risk that the reviewer issues an inappropriate report on the firm’s system of
quality eentrel-management. 1t is composed of inherent risk, control risk, and detection risk.

Personnel. Partners and staff in the firm.

Quality eentrel-management function. A quality management function can entail either (a)
pPerforming an engagement quality-eentrel review as part of the engagement performance
element-component of a firm’s system of quality eentrel-management or (b) supervising or
performing an inspection as part of the monitoring and remediation component-elerment of a
firm’s system of quality eentrel-management.

Report ratings (system reviews). A peer review report can have one of three possible ratings:
(Ref: par. .A30 28—-.A31 29)

Pass. The system of quality eentrel-management for the accounting and auditing practice
of the reviewed firm in effect for the year ended has been suitably designed and
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PR-C Section 100, Concepts Common to All Peer Reviews

complied with to provide the firm with reasonable assurance of performing and
reporting in conformity with applicable professional standards in all material respects.

Pass with deficiencies. Except for the deficiencies described, the system of quality eentrel
management for the accounting and auditing practice of the reviewed firm in effect for
the year ended has been suitably designed and complied with to provide the firm with
reasonable assurance of performing and reporting in conformity with applicable
professional standards in all material respects.

Fail. As a result of the significant deficiencies described, the system of quality eentrel
management for the accounting and auditing practice of the reviewed firm in effect for
the year ended was not suitably designed or complied with to provide the firm with
reasonable assurance of performing and reporting in conformity with applicable
professional standards in all material respects.

Significant deficiency. One or more matters in a system review that the reviewer has concluded
create a situation in which the reviewed firm’s system of quality eentrelmanagement does not
provide the reviewed firm with reasonable assurance of performing or reporting in conformity
with the requirements of applicable professional standards in all material respects. Significant
deficiencies should be documented in a peer review report with a rating of fail.

Surprise engagement. The engagement selection provided to the firm to mitigate the risk that the

firm has not complied with the firm’s system of quality management pelicies-and-procedures
related to timely completion of the assembly of final engagement files by engagement teams.

Systemic cause (system reviews). A condition in the firm’s system of quality eentrel
management that allowed noncompliance to occur and remain undetected.

Requirements

[Paragraphs .12—.18 are unchanged. ]

.19 Confidential information should be disclosed only as required by law (with the firm’s written
permission or in response to a valid subpoena), or in accordance with sections 200 and 400, (Ref:
par. .A3634)

a. to anyone not involved in performing the review,

b. to anyone not administering or carrying out the program, or

c. for use in any way not related to meeting the objectives of the standards.
[Paragraphs .20—.22 are unchanged.]

.23 A firm should enroll in the program no later than the date the firm issues the report on its first
engagement within the scope of the standards(enreHlment-date).
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[Paragraphs .24—.34 are unchanged. ]

.35 Firms are required to have their reviews administered by the National PRC if they meet any of
the following criteria: (Ref: par. .A4947)

a. The firm performed or “played a substantial role in” (as defined by the PCAOB) an
engagement under PCAOB standards with a period end during the peer review year.

b. The firm is a provider of quality eentrel-management materials (QMMQEM) (or is
affiliated with a provider of QMMQEM) that are used by firms that it peer reviews.

[Paragraphs .36—.53 are unchanged.]
Application and Other Explanatory Material

[Paragraphs .A1—-.A7 are unchanged.]

Relationship of Peer Review With Quality Centrel- Management Standards (Ref: par. .05)

A8 A system of qQuality eentrel-management is—systems—policies,—and procedures—are the

responsibility of the firm in conducting its accounting and auditing practice. Under QM section
10A,3 A Firm's System of Quality CentrelManagement,* the objective of the firm has—an
obligation-is to design, implement, and operate establish-and-maintain-a system of quality eentrel
management for engagements performed by the firm in its accounting and auditing practice
that te provides the firm i with reasonable assurance that

a. the firm and its personnel fulfill their responsibilities in accordance eowmply—with
professional standards and applicable legal and regulatory requirements and conduct
engagements in accordance with such standards and requirements, and

b. engagement reports issued by the firm are appropriate in the circumstances.

.A9 The nature and extent of a firm's system of quality eentrel-management depend on factors
such as its size, the degree of operating autonomy allowed its personnel and its practice offices,
the nature of its practice, its organization, and appropriate cost-benefit considerations.

[Paragraphs .A10—.A15 are unchanged.]

.A16 Indications of when a reviewer has learned information that affects the results of the review
include, but are not limited to, the following examples:

3 Prior to the release of Statement on Quality Management Standards (SQMS) Nos. 1-2, AICPA Professional
Standards used a "QC" identifier to refer to the codification of the standard A Firm’s System of Quality Control.
Upon the issuance of SQMS Nos. 1-2, which supersede QC section 10, A Firm’s System of Quality Control, the title
"gQuality c€ontrol" was changed to "gQuality mManagement," and the section identifiers were changed to "QM."
nHnuo ele “0O O 1 ontrol’> NME O 100 nd dreference

4 All QMQC sections can be found in AICPA Professional Standards.
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a. A reviewer identifies a design deficiency in the firm’s system of quality eentrel
management.

b. A reviewer learns about the firm’s noncompliance with state board of accountancy
licensing requirements.

.A17 For peer review purposes, a compliance matter may be elevated to a finding, deficiency, or
significant deficiency in a firm’s system of quality management as described in paragraphs .43—
.58 of section 210.

[Paragraphs .A17—.A21 are renumbered to .A18—.A22. The content is unchanged.]

.A23 For peer review purposes, a design matter may be elevated to a finding, deficiency, or
significant deficiency in a firm’s system of quality management as described in paragraphs .43—
.58 of section 210.

.A2422 More than one incident of noncompliance may still be considered isolated if the reviewer
is able to conclude there is no systemic cause and such instances of noncompliance are
insignificant to the reviewer’s evaluation of the firm’s system of quality eentrel-management.

[Paragraphs .A23—.A56 are renumbered to .A25—.A58. The content is unchanged.]
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PR-C Section 200, General Principles and Responsibilities for
Reviewers

[Paragraphs .01-.04 are unchanged.]

Requirements

Reviewer Qualifications

.05 To qualify as a reviewer, CPAs should consider whether their day-to-day involvement in their
firm’s accounting and auditing practice is sufficiently comprehensive to enable them to perform a
peer review with professional expertise. At a minimum, a reviewer should meet the following
qualifications: (Ref: par. .A1)

a.

Be a member of the AICPA in good standing, licensed to practice as a CPA, and
employed by or an owner of a firm enrolled in the program. (Ref: par. .A2)

Be in public practice as a partner, manager, or person with equivalent responsibilities
in the accounting or auditing practice or carrying out a quality eentrel-management
function in the CPA’s firm. (Ref: par. .A3)

Have current practice experience by performing or supervising accounting or auditing
engagements in the CPA’s firm or carrying out a quality eentrel-management tunction
in the firm, with reports dated within the last 18 months. (Ref: par. .A4—A45)

Have spent the last five years in the practice of public accounting in the accounting or
auditing function.

Be employed by or be the owner of a firm that has received a report with a peer review
rating of pass or pass with scope limitations for its most recent peer review. (The report
should have been accepted timely.) (Ref: par. .A65—.A76)

Possess appropriate experience and current knowledge of professional standards related
to the kind of practice and the industries of the engagements to be reviewed. (Ref: par.
A87)

Obtain at least 48 hours of AICPA-required continuing professional education (CPE)
every 3 years in subjects relating to accounting, auditing, and quality eentrel
management with a minimum of 8 hours in any 1 year.

. Be free of restrictions from regulatory or governmental bodies on the CPA’s ability to

practice public accounting. (Ref: par. .A98)

Provide qualifications and experience via a reviewer resume.
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[Paragraphs .06—.13 are unchanged.]

.14 The reviewer’s resume should provide the following information for the AE to determine if the
reviewer has current or recent experience by level of service, engagement, and industry: (Ref: par.
A222} and .A2322)

a.

Whether the reviewer was performing, supervising, or carrying out a quality eentrel
management function

The date of the last report for the engagement the reviewer was involved in
The approximate number of engagements the reviewer was involved in
Whether the reviewer currently meets relevant industry-specific educational requirements

Whether experience was obtained from the reviewer’s firm or another firm (Ref: par.
A2423)

[Paragraph .15 is unchanged. ]

Ethical Requirements Relating to a Peer Review

.16 The reviewer must be independent from the reviewed firm. The reviewer’s independence
would be considered impaired in the following circumstances:

a.

b.

A reviewer or a reviewer’s firm participates in a reciprocal peer review. (Ref: par. .A2524)

A reviewer who owns securities or has an interest in a reviewed firm’s client reviews an
engagement of that client.

A reviewer who was directly involved in the development, maintenance, or distribution of
the reviewed firm’s quality eentrel-management materials; reports to those who were
directly responsible for the development, maintenance, or distribution of the materials; or
receives more than a de minimus amount of revenues or other monies generated by the sale
of the materials, reviews an engagement performed and reported on using those materials.

Fees for any products or services provided or shared between firms are material to any
party to the peer review. (Ref: par. .A2625)

Products or services provided to or shared by the reviewed firm are an integral part of the
reviewed firm’s system of quality eentrel-management. (Ref: par. . A2726—.A2827)

The reviewing firm performed the monitoring of the reviewed firm’s accounting and
auditing practice or pre- or post-issuance reviews of engagements with periods ending
during (or, for financial forecasts, projections, or agreed-upon procedures engagements,
report dates in) the year immediately preceding or during the peer review year.

[Paragraphs .17—.24 are unchanged.]
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Obtaining Written Representations

.25 The captain should request written representations from members of management of the firm
whom the captain believes are responsible for and knowledgeable about, directly or through others
in the firm, the matters covered in the representations, the firm, and its system of quality eentrel
management. (Ref: par. . A3433—.A3534)

[Paragraphs .26—.38 are unchanged. ]

Application and Other Explanatory Material

Reviewer Qualifications (Ref: par. .05-.08)

[Paragraphs .A1—.A4 are unchanged.]

.AS A reviewer who retires from the practice of public accounting may continue to serve as a
team member on peer reviews during the 18-month period after the individual’s date of
retirement, as long as the reviewer

1. submits a request in writing to the AICPA for approval,
2. meets the requirement in paragraph .05 as of the date of retirement, and
3. meets the following qualifications after retirement:
a. Be a member of the AICPA in good standing, licensed to practice as a CPA.

b. Possess appropriate experience and current knowledge of professional standards
related to the kind of practice and the industries of the engagements to be reviewed.

¢. Obtain at least 48 hours of AICPA-required continuing professional education
(CPE) every 3 years in subjects relating to accounting, auditing, and quality
management with a minimum of 8 hours in any 1 year.

d. Be free of restrictions from regulatory or governmental bodies on the CPA’s ability
to practice public accounting.

e. Provide qualifications, experience, and the effective date of retirement via the
reviewer’s resume.

[Paragraphs .A5—. A20 are renumbered to .A6—.A21. The content is unchanged.]

.A2221 Current experience is performing, supervising, or carrying out a quality eentrel
management function on an engagement with a report date within the last 18 months.

.A2322 Recent experience is having performed, supervised, or carried out a quality eentrel
management function on an engagement in the reviewer’s firm within the last five years.
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[Paragraphs .A23—.A24 are renumbered to .A24—.A25. The content is unchanged.]
.A2625 Examples of products or services include, but are not limited to,

a. consultation;

b. expenses, office facilities, or personnel; and

c. quality eentrel-management materials (QMM).

.A2726 To evaluate whether products or services provided or shared are an integral part of a firm’s
system of quality eentrel-management, the reviewer and reviewed firm consider the following
factors:

a. The size of the affected portion of the practice (Ref: par. .A27)

b. The risk associated with the affected portion of the practice (for example, must-select
industries)

c. The degree of the reviewed firm’s reliance on the product or service provided or shared

d. The significance of the product or service provided or shared

If the products or services provided or shared are QMM guality-econtrolmaterials (QEM) that are
an 1ntegral part of a ﬁrm S system of quahty eentrel—management a QMM QCEM-review—under

L ws°-er—an—examination under the
Statements on Standards for Attestatlon Engagements could be an appropriate safeguard to offset
a potential independence impairment. However, the effectiveness of this safeguard will depend on
the facts and circumstances of each peer review.

[Paragraphs .A27—.A30 are renumbered to .A28—.A31. The content is unchanged.]
Reviewed Firm Acquisition or Divestiture (Ref: par. .21)

.A3231% A divestiture of a portion of the practice of a reviewed firm during the year under review
may have to be reported as a scope limitation if the review team is unable to assess compliance
with the system of quality eentrel-management for reports issued under the firm’s name during
that year.

[Paragraphs .A32—.A33 are renumbered to .A33—.A34. The content is unchanged.]

® The Statements on Standards for Attestation Engagements are codified in the AT-C sections in AICPA Professional
Standards.
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.A3534 Members of management responsible for and knowledgeable about the required
representations normally include the managing partner and partner in charge of the firm’s system
of quality eentrel-management.

[Paragraphs .A35—.A45 are renumbered to .A36—.A46. The content is unchanged.]
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PR-C Section 210, General Principles and Responsibilities for
Reviewers — System Reviews

[Paragraphs .01-.02 are unchanged.]

Objectives

.03 The objectives of the reviewer, in conducting a system review, are to do the following:

a. Obtain reasonable assurance that the reviewed firm’s system of quality eentrel
management for its accounting and auditing practice has been designed, implemented, and
comphied-with-operated to provide the firm with reasonable assurance that

i. the firm and its personnel fulfill their responsibilities in accordance with
professional standards and applicable legal and regulatory requirements and
conduct engagements in accordance with applicable standards and requirements and

ii. engagement reports lssued by the fi irm are approprtate in the czrcumstances of

b. Report on the reviewed firm’s system of quality eentrel-management and communicate as
required by the Standards for Performing and Reporting on Peer Reviews (the standards)
established by the Peer Review Board (the board) of the American Institute of Certified
Public Accountants, in accordance with the reviewer’s conclusions.

[Paragraphs .04—.05 are unchanged.]
Reviewer Qualifications for Must-Select and Must-Cover Engagements

.06 In addition to the qualifications discussed in section 200, a reviewer of must-select
engagements should meet the following criteria: (Ref: par. .A2)

a. Have completed additional training focused on must-select engagements that meets the
requirements of the board. (Ref: par. .A3)

b. Be currently involved in one of the following areas in the must-select engagements in
the reviewer’s firm:

1. Supervising or performing engagements

ii. Performing engagement quality-eentrel reviews on engagements
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iii. Performing the inspection of must-select engagements as part of the firm’s
monitoring process

c. Beemployed by or be an owner of a firm that is a member of the respective audit quality
center, if applicable.

.07 The additional training requirements in paragraphs-05-and .06 should be completed within ene
yearl8 months prior to the commencement of the review of a must-select engagement.

[Paragraph .08 is unchanged.]

Planning

[Paragraph .09 is unchanged.]

.10 The reviewer should obtain the following from the reviewed firm:

a. Information regarding each engagement in the firm’s accounting and auditing practice
with a period end date (report date for financial forecasts, financial projections, and
agreed-upon procedures engagements) during the peer review year and issued by the
commencement date to allow the reviewer to be able to identify

1. the level of service,
ii. the number of audit or accounting hours (actual, if available, or estimated),
iii. the engagement partner,
iv. the industry,
v. whether an engagement was an initial engagement,
vi. the office (if applicable), and

vii. whether an engagement was a must-select or must-cover engagement (if
applicable) (Ref: par. .A23)

b. A list of firm personnel (Ref: par. .A4)
c. Responses to inquiries about the areas to be addressed in the written representations
d. The firm’s prior

1. peer review report,

ii. letter of response (if applicable),

iii. letter of acceptance,
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iv. findings for further consideration (FFCs) (if applicable), and
v. representation letter
e. The firm’s quality eentrel-management documentation (Ref: par. .A5)

Understanding the Firm’s Accounting and Auditing Practice and System of Quality €ontret
Management

.11 The reviewer should obtain an understanding of the firm’s accounting and auditing practice
and system of quality eentrelmanagement with respect to each of the quality eentrelmanagement
elements-components in accordance with quality eentrel-management standards established by
the AICPA.

.12 The understanding obtained by the reviewer should include knowledge about
a. the firm’s organization,

b. the composition of its accounting and auditing practice, and

c. the design of the reviewed firm’s gquality—eontrol-pelicies—and proceduressystem in
accordance with quality eentrel-management standards established by the AICPA.

.13 To obtain an understanding of the firm’s accounting and auditing practice and system of quality
eontrol-management, the reviewer should do the following:

a. Inquire of appropriate management and other personnel.

b Review the Ban’s internalpolici .

b. Review the firm’s quality eentrel-management documentation, including its identified
quality objectives, quality risks, and responses thereto.

c. Inquire of the firm regarding elements—aspects of the system of quality eentrel
management residing outside of the firm. (Ref: par. .A6)

d. Complete the applicable quality eentrel-management checklists.

.14 When obtaining an understanding of the firm’s system of quality eentrel-management, the

reviewer should evaluate the destgn-ofthe-firm’s system quality-control policies-and proceduresin

relation to the size and nature of the firm’s accounting and auditing practice and determine if the
system ef-qualityeoentrelis appropriately comprehensive and suitably designed.

Understanding and Assessing Peer Review Risk

.15 The reviewer should use the understanding of the firm’s accounting and auditing practice and
system of quality eentrel-management to assess inherent and control risks. The assessment of risk
is qualitative and not quantitative.

[Paragraph .16 is unchanged.]
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.17 To assess control risk, the reviewer should consider the results of assessing the design of the

firm’s system design—of-its—policies—and procedures—according to quality eentrel-management
standards established by the AICPA. (Ref: par. .A11)

[Paragraphs .18—.19 are unchanged.]

Engagement Selection

.20 To obtain reasonable assurance that the firm is complying with its system of quality eentrol
management policies-and-procedures-and applicable professional standards, the reviewer should
review a reasonable cross section of the firm’s accounting and auditing engagements, with greater
emphasis on those portions of the practice with higher combined assessed levels of inherent and
control risk. (Ref: par. .A14—Al15 and .A17)

[Paragraphs .21-.22 are unchanged.]

.23 If a reviewer significantly reduces the scope of procedures to be performed due to reliance on
the firm’s monitoring and remediation procedures, the reviewer should inform the AE and AICPA
staff during review planning and document the reviewer’s procedures in the Summary Review
Memorandum. (Ref: par. .A18-.A19)

[Paragraphs .24—.28 are unchanged. ]

Scope Limitations

.29 It is presumed that all engagements and componentselements of the firm's system of quality
eontrel-management are subject to the peer review. In the rare situations in which there are
exclusions or other limitations on the scope of the peer review, the reviewer should contact the AE
and do the following:

a. Assess the reasonableness of the reasons for exclusions.
b. Assess the effect on peer review risk assessments and scope.
c. Consider whether alternate procedures can be performed.

d. Determine the effect on the peer review and on the ability of the team captain to issue
a peer review report.

[Paragraph .30 is unchanged.]

Procedures Performed in Response to Assessment of Peer Review Risk

.31 To test the firm’s compliance with its system of quality eentrel-management and applicable
professional standards, the reviewer should do the following:

a. Review and evaluate the highest-risk areas on selected engagements, including
accounting and auditing documentation, and reports. (Ref: par. .A26)
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b. Interview firm personnel at various levels to assess their understanding of, and
compliance with, the firm’s system of quality eentrel-management.

c. Review evidence to determine whether the firm has complied with its policies and
procedures for each elementcomponent of its system of quality eentrel-management,
which may include evidence since the previous peer review. (Ref: par. .A27)

d. -Review other evidence as appropriate. (Ref: par. .A28 and .A29)

[Paragraphs .32—.39 are unchanged. ]

.40 Team captains or AEs should not require firms to perform omitted procedures, reissue
accounting or auditing reports, or have previously issued financial statements revised and reissued
because those are decisions for the firm and its client to make. The team captain should provide
information about risks in the firm’s system of quality eentrel-management (as identified through

the review and testing of quality-contrel-policies-and-proceduresthe system).
[Paragraph .41 is unchanged.]

Expansion of Scope

.42 If the reviewer concludes that one or more engagements are nonconforming or there is a matter
in one or more elements—components of the firm’s system of quality eentrel-management, the
reviewer should document the consideration of whether the application of additional peer review
procedures — an expansion of scope — is necessary. (Ref: par. .A35—-.A36)

Identifying, Aggregating, and Evaluating Matters, Findings, Deficiencies, and Significant
Deficiencies

Identifying Matters, Findings, Deficiencies, and Significant Deficiencies

.43 The reviewer should document a matter on an MFC form when the reviewer identifies one or
more “no” answers to questions on peer review checklists that the reviewer concludes warrant
further consideration in the evaluation of a firm’s system of quality eentrel-management. Matters
of a similar nature or systemic cause should be documented on one MFC form.

.44 The reviewer should determine the relative importance of matters noted during the peer review,
individually and in the aggregate. To determine if a matter should be elevated to a finding,
deficiency, or significant deficiency, the reviewer should consider the matter’s relative importance
to the firm's system of quality eentrelmanagement, taking into consideration the nature, systemic
cause, pattern, or pervasiveness of it. (Ref: par. .A37—-.A38)

Determination of the Systemic Cause

[Paragraph .45 is unchanged.]

.46 If the firm underwent regulatory or governmental oversight or inspection, and similar issues
were raised in both the regulatory or governmental oversight and in the peer review, the reviewer

28



PR-C Section 210, General Principles and Responsibilities for Reviewers — System Reviews

should further understand the systemic causes identified by the reviewed firm and consider
whether there may be a systemic issue related to the design of or compliance with the system of
quality eentrel-management.

[Paragraph .47 is unchanged.]

Isolated Matters

.48 If a matter is identified as isolated, the reviewer should follow the guidance in the sections
“Expansion of Scope” and “Determination of the Systemic Cause.” The reviewer should evaluate
the pervasiveness of the issue, including expanding the scope if necessary, to provide evidence
that the noncompliance with the firm’s system of quality eentrel-management was truly isolated.
Reviewers should focus on the systemic cause of the matter when analyzing whether it is isolated.
(Ref: par. .A43—.A44)

[Paragraph .49 is unchanged.]

Aggregating and Evaluating Matters

.50 To conclude on the results of a peer review, the reviewer should aggregate the matters
documented during the peer review and determine whether the matters were the result of

improperthe design efthereviewed-firm’ssystemof quality-eentrolor the-failure of-ts personnel
to comply with the firm’s system of quality eentrel-management-pelicies-andprocedures.

.51 To determine the relative importance of matters, both individually and in the aggregate, to the
firm’s system of quality eentrel-management, the reviewer should consider each matter’s

a. nature (characteristics),

b. systemic cause (what went wrong with the firm’s system of quality eentrel
management),

c. pattern (repeated), and

d. pervasiveness (whether it is found throughout the firm’s system of quality eentrel
management).

When the firm has responded to matters, the team captain should consider if the response is
appropriate and if the response indicates additional impacts to the peer review conclusions.
Additionally, the reviewer should evaluate each matter in the context of the firm’s size,
organizational structure, and the nature of its practice. The relative importance of peer review
matters to the firm’s system of quality eentrel-management will determine the impact to the peer
review conclusions. In rare circumstances in which it is not practicable to identify the systemic
cause, the team captain should document the reason or reasons as part of the Summary Review
Memorandum and on the related MFC form. (Ref: par. .A46—.A50)
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.52 The reviewer should consider the interrelationships among the componentselements of quality
eontrol-management and weigh the matters against compensating responses to quality risks (for
example, policies and procedures) to determine the impact to the peer review conclusions.

.53 The reviewer should document a finding on an FFC form when the reviewer concludes that
one or more related matters result from a condition in the reviewed firm’s system of quality eentret
management or compliance with it such that there is more than a remote possibility that the
reviewed firm would not perform or report in conformity with the requirements of applicable
professional standards. Documentation of a finding should include the following:

a. A description of the finding

b. Reference to the applicable requirements of the Statements on Quality
CentrelManagement Standards

c. The scenario that led to the finding
d. Reference to nonconforming engagements as a result of the finding, if applicable

.54 The team captain should document a deficiency in the report when the reviewer has concluded
the firm would not have reasonable assurance of performing or reporting in conformity with the
requirements of applicable professional standards in one or more important respects due to the
relative importance of the matter to the reviewed firm’s system of quality eentrel-management or
compliance with it, taking into consideration the nature, systemic causes, pattern, or pervasiveness
of the matter.

.55 The team captain should document a significant deficiency in the report when the captain has
concluded the reviewed firm’s system of quality eentrel-management does not provide the
reviewed firm with reasonable assurance of performing or reporting in conformity with applicable
professional standards in all material respects due to the relative importance of the matter to the
reviewed firm’s system of quality eentrel-management or compliance with it, taking into
consideration the nature, systemic causes, pattern, or pervasiveness of the matter.

[Paragraph .56 is unchanged.]

Repeat Findings, Deficiencies, and Significant Deficiencies

.57 When the same systemic cause identified in the prior review is also identified in the current
review, the reviewer should determine if a repeat finding, deficiency, or significant deficiency
exists. To make this determination, the reviewer should review the results of the reviewer’s
planning procedures to determine if the firm implemented the planned actions documented in the
prior review’s FFC forms or letter of response, as applicable. If the actions were implemented, the
reviewer should

a. consider whether the actions taken were appropriate to remediate the weakness in the firm’s
system of quality eentrel-management, and
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b. reconsider whether the same weakness from the prior review is causing the current finding,
deficiency, or significant deficiency.

.58 If a repeat finding, deficiency, or significant deficiency is identified, it should be documented
as such in the FFC form or report, as applicable. (Ref: par. .A2927 of section 100)

Communication Requirements for Closing Meeting and Exit Conference
Closing Meeting Communication Requirements

[Paragraphs .59—.61 are unchanged.]

Exit Conference Communication Requirements

.62 The team captain should review and evaluate the responses on the FFC forms and letter of
response prior to the exit conference. The team captain should consider the following: (Ref: par.
AS56-.A57)

a. The firm’s response should include

i.  the firm’s actions taken or planned to remediate the findings or deficiencies in
the firm’s system of quality eentrel—management and nonconforming
engagements, if applicable,

ii.  timing of the remediation, and

iii.  additional procedures to ensure the finding or deficiency is not repeated in the
future.

b. The action should be feasible, genuine, and comprehensive.

c. Ifthe firm has taken action, the reviewer should review documentation of actions taken
and consider whether the action is appropriate. (Ref: par. .A58)

[Paragraph .63 is unchanged.]
Written Representations

.64 The team captain should request management of the firm to provide written representations for
the peer review year that are dated as of the date of the peer review report stating the following:
(Ref: par. .A59)

a. Management has fulfilled its responsibility for the design of and compliance with a
system of quality eentrel-management for our accounting and auditing practice that
provides us with reasonable assurance of performing and reporting in conformity with
applicable professional standards in all material respects.
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b. Management acknowledges its responsibility for complying with the rules and

regulations of state boards of accountancy and other regulations.

Management has disclosed to the team captain all known instances of noncompliance
or suspected noncompliance with the rules and regulations of state boards of
accountancy or other regulatory bodies, including applicable firm and individual
licensing requirements in each state in which the firm practices for the year under
review. If there are known instances of noncompliance, management should summarize
the instances and, if applicable, describe the remediation of the noncompliance.

Management has discussed significant issues from reports and communications from
regulatory, monitoring, and enforcement bodies with the team captain, if applicable.

Management has fulfilled its responsibility to remediate nonconforming engagements
as stated by the firm on the [MFC form, FFC form, or letter of response], if applicable.

Management understands the intended uses and limitations of the quality eentrel
management materials it has developed or adopted. Management has tailored and
augmented the materials as appropriate such that the quality eentrel-management
materials encompass guidance that is sufficient to assist it in conforming with
professional standards (including the Statements on Quality CentrelManagement
Standards) applicable to its accounting and auditing practice.

Management has responded fully and truthfully to the team captain’s inquiries.

Management has provided the team captain with all relevant information, which
included

i. all engagements with periods ending during (or, for financial forecasts or
projections and agreed-upon procedures engagements, report dates in) the year
under review and

ii. all must-select engagements, as applicable.

Management has disclosed to the team captain if the firm performed must-select
engagements for the period covered by the peer review, and, if so, at least one of each
type of must-select engagement that was performed was selected and reviewed by the
peer reviewer.

Management acknowledges that failure to properly include these engagements on the
list could be deemed as failure to cooperate and may result in termination from the Peer
Review Program and, if termination occurs, may result in an investigation of a possible
violation by the appropriate regulatory, monitoring, or enforcement body.

Management has provided the team captain communications or summaries of
communications from regulatory, monitoring, or enforcement bodies relating to
allegations or investigations of deficiencies in the conduct of an accounting, audit, or
attestation engagement performed and reported on by the firm, whether the matter
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relates to the firm or its personnel, within three years preceding the current peer review
year-end.

/. Management has either disclosed that there are no known limitations or restrictions on
the firm’s or its personnel’s ability to practice public accounting by regulatory,
monitoring, or enforcement bodies within three years preceding the current peer review
year-end, or management has included a summary of the limitations or restrictions on
the firm’s or its personnel’s ability to practice public accounting by regulatory,
monitoring, or enforcement bodies within three years preceding the current peer review
year-end.

[Paragraphs .65—.66 are unchanged.]

Reporting on System Reviews

.67 To determine the report rating, the team captain should use professional judgment and consider
the understanding of the firm’s system of quality eentrel-management and the nature, systemic
causes, pattern, and pervasiveness of matters and their relative importance to the firm’s system of
quality eentrel-management taken as a whole, including limitations on the scope of the review.
(Ref: par. . A61-.A64)

.68 The written report in a system review should (Ref: par. .A65)
a. be dated as of the exit conference date.
b. be issued on letterhead of the firm performing the review.’

c. state at the top of the report the title “Report on the Firm’s System of Quality
CeontrelManagement.”

d. include headings for each of the following sections:
i.  Firm’s Responsibility
ii.  Peer Reviewer’s Responsibility
iii.  Required Selections and Considerations

iv.  Deficiency(ies) or Significant Deficiency(ies) Identified in the Firm’s System
of Quality CentrelManagement (if applicable)

v.  Scope Limitation (if applicable)

vi.  Opinion

7 A report by a reviewer formed by an association of CPA firms should be issued on the letterhead of the
firm of the team captain performing the review.
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state that the system of quality eentrel-management for the accounting and auditing
practice of the firm was reviewed and include the year-end covered by the peer review.

state that the peer review was conducted in accordance with the Standards for
Performing and Reporting on Peer Reviews (the standards) established by the Peer
Review Board of the AICPA.

state that a summary of the nature, objectives, scope, limitations of, and procedures
performed in a system review, as described in the standards, can be found on the
AICPA website where the standards are summarized.

include a URL reference to the AICPA website where the standards are located, and
state that the summary includes an explanation of how engagements identified as not
performed or reported on in conformity with applicable professional standards, if any,
are evaluated by a peer reviewer to determine a peer review rating.

state that the firm is responsible for designing and complying with a system of quality
centrel-management to provide the firm with reasonable assurance of performing and
reporting in conformity with the requirements of applicable professional standards in
all material respects and for evaluating actions to promptly remediate engagements
deemed as not performed or reported on in conformity with the requirements of
applicable professional standards, where appropriate, and for remediating weaknesses
in its system of quality eentrel-management, if any.

state that the reviewer’s responsibility is to express an opinion on the design of and
compliance with the firm’s system of quality eentrelmanagement based on the review.

identify engagements that are required to be selected and indicate whether single or
multiple engagements (for example, an audit versus audits) were reviewed, when
applicable.

state that reviews by regulatory entities, as communicated by the firm, if applicable,
were considered in determining the nature and extent of procedures.

. in the event of a scope limitation, include an additional paragraph before the opinion
paragraph that describes the relationship of the excluded engagements or
elementcomponents of the firm’s system of quality eentrel-management to the firm’s
practice as a whole, the highest level of service and industry concentration, if any, of
the engagements excluded from potential selection, and the effect of the exclusion on
the scope and results of the peer review. The reviewer should tailor the opinion, as
appropriate, to address the scope limitation.

identify the different peer review ratings that the firm could receive.
in a report with a peer review rating of pass,

1. express an opinion that the system of quality eentrel-management for the
accounting and auditing practice of the reviewed firm in effect for the year
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11.

ended has been suitably designed and complied with to provide the firm with
reasonable assurance of performing and reporting in conformity with applicable
professional standards in all material respects.

state that the firm has received a peer review rating of pass.

p. 1nareport with a peer review rating of pass with deficiencies, (Ref: par. .A66)

1.

11.

express an opinion that, except for the deficiencies previously described, the
system of quality eentrel-management for the accounting and auditing practice
of the reviewed firm in effect for the year ended has been suitably designed and
complied with to provide the firm with reasonable assurance of performing and
reporting in conformity with applicable professional standards in all material
respects.

state that the firm has received a peer review rating of pass with deficiencies.

g. 1n areport with a peer review rating of fail,

1.

11.

express an opinion that, as a result of the significant deficiencies previously
described, the system of quality eentrel-management for the accounting and
auditing practice of the reviewed firm in effect for the year ended was not
suitably designed or complied with to provide the firm with reasonable
assurance of performing and reporting in conformity with applicable
professional standards in all material respects.

state the firm has received a peer review rating of fail.

r. 1in a report with a peer review rating of pass with deficiencies or fail,

1.

11.

111

have numbered deficiencies or significant deficiencies that include
(1) a description,

(2) reference to the applicable requirements of the Statements on Quality
CentrelManagement Standards,

(3) the scenario that led to the deficiency or significant deficiency, and

(4) reference to nonconforming engagements as a result of the deficiency or
significant deficiency, if applicable.

if there are repeat deficiencies or significant deficiencies, state that the
deficiency or significant deficiency was noted in the firm’s previous peer
review. This should be determined based on the systemic cause of the
deficiencies or significant deficiencies. (Ref: par. .A67)

identify the level of service for any deficiencies or significant deficiencies.
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iv.  identify the applicable industry if a deficiency or significant deficiency is
industry specific.

v. identify any must-select engagement types in which nonconforming
engagements were noted as a result of a deficiency or significant deficiency.

[Paragraph .69 is unchanged.]

Submission of Peer Review Documentation to the AE by the Team Captain

.70 Within 30 days of the exit conference date or by the firm’s peer review due date, whichever
date is earlier, the team captain should complete electronically and submit to the AE, as applicable,
the following documents: (Ref: par. .A68)

a. Report and letter of response, if applicable
b. Summary Review Memorandum

c. FFC forms, if applicable

d. MFC forms, if applicable

e. DMFC, if applicable

/. Firm’s representation letter

g. Engagement profiles and supplemental checklists for reviews of engagements subject
to the Single Audit Act and the Uniform Guidance, if applicable

h. Quality management checklists and an eExplanation of any “no” answersfoer-quality
control-cheeklists

i. Supplemental checklists for reviews of non-CPA-owned entities that are closely
aligned with a CPA firm (alternative practice structures)

.71 For all reviews administered by the National Peer Review Committee, the team captain should
submit the following documents, as applicable: (Ref: par. .A68)

a. All documents required by paragraph .70 to be submitted for system reviews
b. Engagement questionnaires or checklists

c. Quality eentrel-management documents and related practice aids

d. Staff and focus group interview forms

e. Planning documents

f. Any other documents considered relevant by the team captain
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Application and Other Explanatory Material

[Paragraphs .A1—.A3 are unchanged.]
Planning (Ref: par. .09-.10)
[Paragraph .A4 is unchanged.]

AS Quality eentrel—management documentation wil—tikely—includes established quality
objectives, identification and assessment of risks to the achievement of the quality objectives,
the design and implementation of responses to address the quality risks, and firm management’s
(at least annual) evaluation of its system of quality management. Tthe firm’s guality-eontrol
documentation will likely provide; evidence of the performance of the firm’s monitoring and
remediation procedures, and-CPE documentation, ameng-and other support for other components
of the firm’s system of quality managementdocuments.

Understanding the Firm’s Accounting and Auditing Practice and System of Quality
ControlManagement (Ref: par. .11-.14)

.A6 Examples of elementsaspects that could reside outside of the firm include, but are not limited
to, membership in associations, joint ventures, non-CPA-owned entities, alternative practice
structures, arrangements with outside consultants, third-party quality eentrel-management
materials, or CPE.
Understanding and Assessing Peer Review Risk (Ref: par. .15—.19)
.A7 Circumstances within the firm may include the following:

a. The relationship of the firm’s audit hours to total accounting and auditing hours

b. The size of the firm’s major engagements relative to the firm’s practice as a whole

c. Initial engagements and their impact on the firm’s practice

d. The industries in which the firm’s clients operate, especially the firm’s industry
concentrations

e. The results of firm management conducting its (at least annual) evaluation of the
firm’s system of quality management and any resulting actions taken by the firm

f. e The results of the prior peer review
g. #The actions of the firm in response to the prior report and FFC forms

h. g—The results of any regulatory or governmental oversight or inspection procedures
(Ref: par. .A8)

i. #-The risk level of the engagements performed (Ref: par. .A9)
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J-

#—The extent of nonaudit services

k. j#Significant changes in the firm’s practice

[Paragraph .A8—.A10 are unchanged.]

.A11 Control risk factors may include, but are not limited to, the team captain’s evaluation of the

design of the firm’s pelietes-and-procedures-system related to the following:

a. The firm’s risk assessment processCPE
b. Governance and leadershipThe-firm’sprofessional-library
c. Relevant ethical requirements
d. Engagement—aAcceptance and continuance of client relationships and specific
engagements
e. Engagement performancereview-and-supervision
f. Resources
g. Information and communication
h. Monitoring and remediation processes
" y Lrevi ¢
. Monitor

[Paragraphs .A12—.A13 are unchanged.]

Engagement Selection (Ref: par. .20-.28)

.A14 Risk factors that may influence a reviewer’s decision to select engagements include, but are
not limited to, the following:

a.

b.

Engagement size, in terms of the hours required to plan and perform the engagement

Engagements involving experienced personnel hired from other firms and partners who
also have office, regional, or firm-wide management, administrative, or functional
responsibilities
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c. Engagements in which work on segments has been referred to other firms, foreign offices,
domestic or foreign affiliates, or correspondents

d. Engagements in which one or more affiliated entities (for example, parent companies and
subsidiaries or brother and sister companies) constitute a large portion of the firm’s overall
clientele

e. Engagements identified in the firm’s system of quality eentrel-management system—or
guidance material as having a high degree of risk

/. Engagements in which departures from professional standards and failure to comply with

the firm’s system of quality eentrel-management pelicies-and-procedures-were noted in
the preceding year’s monitoring and remediation procedures

g. Engagements in industries where the firm has experienced high instances of litigation,
proceedings, or investigations

.A15 Risk factors that may influence a reviewer’s decision to visit or select engagements from a
particular office include, but are not limited to, the following:

a. The number, size, and geographic distribution of offices

b. The degree of centralization of accounting and auditing practice eentrel-management and
supervision

c. The reviewer’s evaluation, if applicable, of the firm’s monitoring procedures
d. Recently merged or recently opened offices

e. The significance of industry concentrations and of specialty engagements, such as
governmental compliance audits or regulated industries, to the firm and to individual
offices

/- Extent of nonaudit services to audit clients
[Paragraphs .A16—.A24 are unchanged.]

.A25 The reviewer may request that the firm provide access to one of the reviewer’s selections (a

surprise engagement) as soon as practical. The-selection-ts-ordinarily-anauditengagement:

Procedures Performed in Response to Assessment of Peer Review Risk (Ref: par. .31-.35)
.A26 Factors to consider in determining the highest-risk audit areas include the following:

a. The highest-risk audit areas in the client’s industry (for example, revenue recognition
for construction companies; inventory and accounts receivable for manufacturing and
retail concerns; policy reserves for insurance companies; or loan loss allowances for
financial institutions)
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b. The highest-risk audit areas noted during the review of the financial statements and
discussions with engagement personnel (for example, review of loan defaults or follow-
up of litigation matters)

c. The highest-risk audit areas identified by the firm in planning or conducting the
engagement, including those areas identified in the engagement profile

d. Recent accounting and auditing developments and pronouncements
e. Weaknesses noted in other engagements reviewed
/. Weaknesses noted by the firm through its monitoring and remediation procedures

.A27 If no events relative to an elementcomponent of a firm’s system of quality eentrel
management occurred during the peer review year, it may be necessary for a team captain to
review evidence from prior to the peer review year. For example, if there were no instances of
accepting new clients in the peer review year, it is appropriate to test compliance in prior years,
assuming the design of the pelicies-and-proceduressystem is the same. Another example would be
when the team captain reviews the monitoring and inspection results from the intervening periods
to determine appropriate design and compliance of monitoring procedures. Looking at the
intervening periods allows the team captain to evaluate whether the firm is properly
communicating and remediating engagement and systemic issues identified.

.A28 Examples of other evidence include, but are not limited to,
a. selected administrative or personnel files,
b. correspondence files documenting consultations on technical or ethical questions,
c. files evidencing compliance with human-the firm’s resource requirements, and
d. the firm’s technical reference sources.

.A29 A firm may have requirements embedded in its system of quality eentrel-management
pelieies—and-proeedures-that do not directly contribute to the firm’s compliance with the quality
contrel-management standards established by the AICPA. For example, voluntary membership
requirements that do not directly contribute to the firm’s compliance would not be tested,
addressed, or reported on in the peer review process.

[Paragraph .A30 is unchanged.]

.A31 A reviewer may verify an out-of-state practice unit license or an out-of-state individual
license on an individual engagement basis, when that engagement is selected for review and was
performed by the reviewed firm in another state requiring a firm or individual license. The decision
to perform further testing is based on the reviewer’s understanding of the firm’s quality eentrel
management procedures related to licensing and the related risk of noncompliance.

[Paragraphs .A32—.A36 are unchanged.]
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Identifying, Aggregating, and Evaluating Matters, Findings, Deficiencies, and Significant
Deficiencies

Identifying Matters, Findings, Deficiencies, and Significant Deficiencies (Ref: par. .43—.44)

.A37 Exhibit A shows a broad understanding of the peer review process, from the evaluation of
the design of the system of quality eentrel-management, to the tests of compliance, to the
determination of a matter, finding, deficiency, or significant deficiency. It also illustrates the
aggregation of these items, their documentation, and their potential impact to the report rating.

Exhibit A Reviewed Firm’s System of Quality ManagementCentrol

Preliminary evaluation of the design

of the system-of-quality control
[

Tests of compliance with the system
of quality control

Other aspects of

Engagements quality-control
system
Engagement not
performed or reported MFC
on in conformity with Matters |........... Matters -
P e A R b Documentation
professional
standards (Ref: par. < T *
38-.39) L 4
= - - L] i
Aggregation and systemic evaluation Design matters
* f th tters | T Considerations
Remind reviewed firm o € matters — Relative importance to the

system of quality

of obligation under AU-

C sections 560 and 585
and AR-C section 100
paragraph .64, as

managementeontrol
taken as a whole

* Compliance matters

applicable.

N

Findings One or more

that aren’t deficiencies
deficiencies exist

One or more
significant
deficiencies

=== | Documentation )| DMFC FFC

or significant exist

deficiencies

- Provide a Prepared for
IIJocun(;enttatl:(tlons summary findings not
planned or taken on and considered
MFC form and include Report disposition deficiencies
in Summary Review epo igni
in ry rating: of all MFCs. or significant
Memorandum. ; deficiencies.

Pass with
deficiencies

\_/

\/\/

[Paragraph .A38 is unchanged.]
Determination of the Systemic Cause (Ref: par. .45—.47)

.A39 Matters may be symptoms of weaknesses in the firm’s system of quality eentrel
management.

.A40 The “no” answers identified when completing peer review checklists for the review and
testing of a system of quality eentrel-management pelicies-and-procedures-are a helpful resource
for reviewers to assess the systemic cause.
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.A41 Separate matters that are exactly the same may result from different weaknesses in the firm’s
system of quality eentrel-management. Likewise, separate matters that are different may result
from the same weakness in the firm’s system of quality eentrel-management.

.A42 The following are some examples of systemic causes that could affect the peer review report
rating. The examples cover a broad range of conditions that may not be relevant to every peer
review and are not a complete list.

a. The failure related to a specialized industry practice, and the firm had no experience in
that industry and made no attempt to acquire training in the industry or to obtain
appropriate consultation and assistance.

b. The failure related to an issue covered by a recent professional pronouncement, and the
firm had failed to identify, through professional development programs or appropriate
supervision, the relevance of that pronouncement to its practice.

c. The failure may have been detected if the firm’s system of quality eentrelmanagement

pelictesand-proeedures-had been followed.

d. The failure may have been detected by the application of quality eentrel-management
policies and procedures commonly found in firms similar in size or nature of practice.
That judgment can often be made by the reviewer based on personal experience or
knowledge; in some cases, the reviewer will wish to consult with the AE before
reaching such a conclusion.

Isolated Matters (Ref: par. .48—.49)

.A43 The reviewer’s ability to conclude that a matter is isolated may be dependent on the
reviewer’s ability to expand the scope to engagements or elementscomponents that are classified
by common characteristics such as, but not limited to, the industry, level of service, the
practitioners in charge, or must-select engagements.

[Paragraphs .A44—.A45 are unchanged. ]
Aggregating and Evaluating Matters (ref: par. .50—.56)

.A46 The more direct the relationship between a specific quality eentrel-management policy and
procedure and the application of professional standards, the greater the probability that the firm
may not perform or report in conformity with applicable professional standards in all material
respects when that policy or procedure is not complied with.

.A47 An isolated matter or instance of noncompliance with the firm’s system of quality eentrel
management may be elevated to a finding, deficiency, or significant deficiency when evaluated
with the review’s other matters (in the aggregate). For example, a single disclosure matter and a
single documentation matter may be isolated when taken individually, but they may have resulted
from the same systemic cause, or an isolated matter may be materially significant in amount or
nature, or both.
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.A48 There may be circumstances in which the reviewer identifies few findings in the work
performed by the firm but may conclude that the firm’s system of quality eentrel-management
would not be effective if complied with. For example, a firm that is growing rapidly and adding
personnel and clients may not be giving appropriate attention to certain components of its system
of quality management the-pelicies-and-proceduresnecessary-inareas-such as-human-resources
(hiring, assigning personnel to engagements, and advancement) and acceptance and continuance
of client relationships and specific engagements. A reviewer may conclude that these conditions
could create a situation in which the firm would not have reasonable assurance of performing or
reporting in conformity with applicable professional standards in one or more important respects
and may result in a deficiency or significant deficiency in a report with a peer review rating of
pass with deficiencies or fail.

.A49 Variances in individual performance and professional interpretation may affect the degree of
compliance with a firm’s system of quality eentrel-management. However, the degree of
compliance with the firm’s system of quality-centrel-management policies-and-procedures-needs
to be adequate to provide the reviewed firm with reasonable assurance of performing and reporting
in conformity with applicable professional standards in all material respects.

.A50 A design or compliance matter, by itself, may result in a peer review rating of pass with
deficiencies or fail when one or more conditions are present in the firm’s system of quality eentrel
management and the reviewer has concluded that the conditions could create a situation in which
the firm would not have reasonable assurance of performing or reporting in conformity with
applicable professional standards in one or more respects. Examples include, but are not limited
to, the following:

a. Failure to establish or comply with quality eentrel-management policies and procedures
designed to provide the firm with reasonable assurance that the internal culture is based on
recognition that quality is essential in performing engagements. This may be evidenced by
the lack of a-quality eentrel-management documentation, failure to appropriately respond
to findings in a regulatory investigation, or failure to have a timely peer review.

b. Failure to comply with relevant ethical requirements. This may be evidenced by failure to
obtain independence confirmations from all personnel, failure to inform personnel on a
timely basis of changes to the list of clients and related entities, or failure to address
potential breaches of independence.

c. Failure of the firm to undertake or continue relationships and engagements only when the
firm is competent to perform the engagements. This may be evidenced by failure to have
policies and procedures in place to require evaluation of the nature of the services to be
provided, evaluation of the firm’s resources to provide the services, or evaluation of the
need to engage a third party to assist in new industries.

d. Failure of the firm to have personnel with the competence, capabilities, and commitment
to ethical principles necessary to perform engagements in accordance with professional
standards. This may be evidenced by failure to have policies and procedures requiring
personnel to maintain a CPA license, comply with industry-specific CPE requirements, or
ensure appropriate industry experience on engagement teams.
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e. Failure of the firm to comply with the monitoring and remediation component of the
firm’s system of quality eentrelmanagement. This may be identified by lack of monitoring
of appropriate CPE for all firm personnel, lack of monitoring of all elements-components
of the firm’s system of quality eentrel-management in the firm’s peer review year, or
failing to appropriately respond to issues identified during engagement inspection.

Communication Requirements for Closing Meeting and Exit Conference
[Paragraphs .A51-.A60 are unchanged.]
Reporting on System Reviews (Ref: par. .67-.69)

.A61 A report with a peer review rating of pass is issued when the team captain concludes that the
firm’s system of quality eentrel-management for the accounting and auditing practice has been
suitably designed and complied with to provide the firm with reasonable assurance of performing
and reporting in conformity with applicable professional standards in all material respects.

.A62 A report with a peer review rating of pass with deficiencies is issued when the team captain
concludes that the firm’s system of quality eentrel-management for the accounting and auditing
practice has been suitably designed and complied with to provide the firm with reasonable
assurance of performing and reporting in conformity with applicable professional standards in all
material respects with the exception of a certain deficiency or deficiencies that are described in the
report.

.A63 A report with a peer review rating of fail is issued when the team captain has identified
significant deficiencies and concludes that the firm’s system of quality eentrel-management is not
suitably designed to provide the firm with reasonable assurance of performing and reporting in
conformity with applicable professional standards in all material respects or the firm has not
complied with its system of quality eentrel-management to provide the firm with reasonable
assurance of performing and reporting in conformity with applicable professional standards in all
material respects.

[Paragraph .A64 is unchanged.]

.A65 Exhibit B, “Illustrative Examples of the Reviewer’s Report on the Firm’s System of Quality
CentrelManagement,” contains example reports that may be tailored by the reviewer to meet the
requirements described in paragraph .69.

[Paragraphs .A66— A67 are unchanged.]

Submission of Peer Review Documentation to the AE by the Team Captain (Ref: par. .70—
1)

[Paragraph .A68 is unchanged.]
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Appendix A — Consideration of the Results of Regulatory Oversight
or Inspections in the Planning and Performance of a Peer Review

(Ref: par. .A9)
.A69

.01 This appendix contains information related to team captain considerations when a reviewed
firm has undergone oversight or inspection by regulatory or governmental bodies.

Oversight or Inspections by Regulatory or Governmental Entities

.02 Oversight or inspections by regulatory or governmental entities (for instance, the Department
of Labor, the Department of Health and Human Services, or other local, state, or federal entities)
performed on a firm are certainly relevant when assessing peer review risk. The goals of regulatory
or governmental oversight, however, may differ from the purpose of a system review. Therefore,
although it would be inappropriate for a team captain to place reliance on regulatory or
governmental oversight results, it is appropriate for a team captain to consider the following factors
when determining the impact of regulatory or governmental oversight and communications from
regulatory or governmental bodies on peer review risk:

a. The impact of regulatory or governmental oversight on the scope of the peer review. Both the
inherent risk and control risk associated with a peer review may be affected if the engagements
subject to regulatory or governmental oversight are also within the scope of engagements that
can be selected for peer review. For example, the nature, systemic cause, pattern, or
pervasiveness of issues identified by oversight may affect the assessed inherent risk as it relates
to the firm’s demonstrated expertise in performing the relevant engagements and the assessed
control risk as it relates to how the system of quality eentrel-management is designed to
prevent issues in the relevant engagements and the effectiveness of those controls.

Although more substantive comments are more likely to affect the peer review engagement
selections, a lack of comments from oversight or inspection does not necessarily indicate that
the firm’s system of quality eentrel-management is operating effectively for the relevant
industry practice. Ultimately, the impact to the peer review risk assessment (and thus the
nature, timing, and extent of testing performed) will be based on the evaluation of the
significance of the comments related to the firm’s accounting and auditing practice performed
by the team captain.

Finally, understanding the systemic causes of and firm responses to any deficiencies or
indications of engagements that were not performed or reported on in conformity with
applicable professional standards in all material respects identified by the oversight body is
vital when determining the impact of oversight or inspection on the peer review risk assessment
and engagement selection. Understanding these systemic causes and firm responses might also
help the team captain identify the systemic causes of any similar matters that are identified as
a result of the review team’s review of engagements during the peer review.
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b. The timing of the regulatory or governmental oversight results. The time period covered by
the regulatory oversight results is also relevant in determining the usefulness of the information
when assessing peer review risk and determining the impact (if any) on the nature, timing, and
extent of peer review procedures. For example, the oversight results from more recently
completed oversight are likely to be more relevant than the results from older oversight. Any
open or ongoing oversight, the status of that oversight, and the firm’s preliminary remediation
plans (if applicable) would also be relevant for a team captain’s risk assessment.

c. The firm’s responsiveness to regulatory or governmental oversight results. The degree of the
firm’s responsiveness to oversight findings and other communications, as evidenced by the
remediation planned or taken, is also an important aspect of the team captain’s risk assessment.
Remediation efforts by the firm may affect industries that are subject to peer review and may
assist the team captain when considering the design of the firm’s system of quality eentrel
management or compliance with it.

d. The size of the firm relative to its specialized industry practices. The relative significance of
the specialized industry practices subject to regulatory oversight as compared to the firm’s total
practice is an important factor when determining the relevance of the oversight results to the
peer review, as this may affect the reviewer’s evaluation of the firm’s design of and compliance
with its system of quality eentrel-management.

Inspections by the PCAOB

.03 Although PCAOB inspection reports cover only the portion of a firm’s practice that is subject
to permanent inspection, most firms typically have only one system of quality eentrel
management. As a result, the PCAOB inspection report may contain information that could assist
the reviewer in assessing peer review risk. The firm will have valuable insight on both the public
and nonpublic portions (if made available) of either the most recently released PCAOB inspection
reports or any ongoing PCAOB inspection. These insights will assist the team captain in
identifying risks with the firm’s system of quality eentrel-management.

.04 Similarly to other oversight or inspections, the nature, relative importance, systemic cause,
pattern, or pervasiveness of the findings contained in PCAOB inspection reports may affect the
nature, timing, and extent of peer review procedures. By performing the following steps, a team
captain can properly identify risks associated with the firm’s system of quality eentrel
management:

a. Consider the information contained in public portions of recent PCAOB inspection reports.

b. Consider the information in the nonpublic portions of the PCAOB inspection reports, if made
available by the firm.

c. Consider the information made available by the firm related to any ongoing PCAOB
inspections.

d. Perform further inquiry of the firm to determine the offices, and partners, related to findings
detailed in the PCAOB report.
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e. Determine which PCAOB findings (if any) may be applicable to the portion of the firm’s
practice that was not subject to PCAOB inspection.

/- Understand the systemic causes of the findings (as determined by the firm).

g. Understand how the firm remediated the findings for the most current inspection (or the firm’s
remediation plan).

h. Consider the firm’s remediation history with respect to PCAOB inspection findings (if any).

.05 As a reminder, discussing PCAOB inspection findings does not permit the peer reviewer to
request the nonpublic portions of the PCAOB inspection report.

Appendix B — Considering the Firm’s Monitoring and Remediation
Procedures to Reduce a Reviewer’s Testing Procedures (Ref: par. .23)

AT70

.01 This appendix contains information on the team captain’s considerations of the firm’s
monitoring and remediation procedures when the team captain plans to reduce scope based on
those procedures. If a firm and team captain work collaboratively and with an integrated approach,
regardless of the size of the firm, the team captain could maximize the benefits of taking into
account a firm’s current-year internal inspection and other relevant factors (for example, regulatory
oversight from the PCAOB or other regulatory or governmental entities, such as the Department
of Labor [DOL], the Department of Health and Human Services [HHS], or local regulatory
agencies) in determining inherent and control risk. However, given that the peer review covers a
defined year, internal inspection procedures and results for a year outside the peer review year are
not likely to be relevant.

.02 In making a judgment about the effects that the firm’s current-year internal inspection
procedures will have on the selection of offices and engagements to be reviewed, the team captain
will likely need to consider the following:

a. The firm’s cooperation and willingness to share all relevant information
b. Whether the firm’s internal inspection procedures are robust

c. Whether the firm’s internal inspection includes all clients, even those not subject to the
AICPA’s peer review standards

d. The potential biases of the firm’s internal inspectors and the impact of those biases on the
internal inspection results

.03 The team captain will also likely need to consider the extent of the review team’s involvement
in the internal inspection process, including the following:
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a. Level of involvement in internal inspection planning, such as inclusion in discussions or
meetings, and the team captain’s approval of internal inspectors’ qualifications, the internal
inspection’s risk assessment, scopes, risk-based approach, and office or engagement
selections.

b. Coordination of peer review planning with internal inspection planning.

c. The team captain’s in-depth understanding of the firm’s internal inspection process,
including an assessment of its design and effectiveness.

d. The level of contemporaneous testing of the firm’s internal inspection procedures
(commonly called “piggyback reviews” or “piggyback testing”). The less piggyback
testing a review team performs, the more direct testing the review team would need to
perform, and vice versa. In order to be effective, procedures for piggyback testing would
need to be similar to those for direct testing. For example, engagement piggyback testing
procedures could include a review of financial statements, working papers, and the
engagement checklist being used by the internal inspector, as well as participation by the
review team in discussions, meetings, or both between the internal inspector and the
engagement partner or manager and related follow-up procedures. Although testing of
internal inspection procedures can be performed after the internal inspection procedures
are completed, this type of testing will not provide the peer reviewer with the same level
of understanding and insight into the internal inspection process as piggyback testing
would. In addition to piggyback testing, a reviewer may perform supplant reviews, for
which the reviewer becomes a member of the internal inspection team and participates in
one or more reviews of engagements. Supplant reviews enable a reviewer to evaluate the
internal inspection team’s process and decision-making, and as with piggyback reviews,
there is a correlation between the level of the reviewer’s involvement in the internal
inspection and direct testing.

e. Assessment of how the internal inspectors resolve open matters and deal with potential
issues detected in their reviews.

/- The scopes and selections of the internal inspectors and the use of peer review to balance
out the coverage.

g. The correlation between the findings of the reviewer and internal inspection, evaluated
with regard to the peer review’s scope.

.04 The results of these considerations assist the team captain in determining the appropriate
amount of procedures to be performed by the review team. A team captain may be able to
significantly reduce the scope of the procedures the review team directly performs. For example,
a significant reduction would be permitted when the extent of the peer reviewer’s involvement
with the firm’s internal inspection is so timely and significant that the peer review and internal
inspection can be viewed as an integrated activity. In this example, the collaboration would result
in a reallocation of effort and resources between the review team and the firm in such a way that
the overall scope and the effort involved are not diminished and, if anything, are enhanced. The
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resulting peer review would remain as rigorous as a peer review in which there is no consideration
of internal inspections or other inputs.

.05 Ultimately, if the reviewer plans to consider the current-year internal inspection procedures to
reduce the scope of the peer review, the team captain would need to determine that the firm’s
internal inspection procedures

a. were applied properly in the reviews of individual practice offices and engagements.

b. were carried out conscientiously by competent persons with appropriate expertise and
objectivity.

c. produced findings that are representative of the work performed by the firm and therefore
can be considered by the review team to reach an overall conclusion regarding the firm’s
compliance with its quality eentrel-management policies and procedures.

.06 As stated when discussing piggyback testing, testing performed by the review team in order to
reach these conclusions can be performed contemporaneously or after internal inspection
procedures have been completed.

.07 Examples of procedures a review team would perform when testing the effectiveness of the
internal inspection procedures contemporaneously with the performance by the internal inspection
team performing the procedures include the following:

a. Re-performing the review of a sample of engagements subjected to internal inspection
procedures

b. Re-performing the review of a sample of the quality eentrel-management policies and
procedures (fanetional-elementscomponents) subjected to internal inspection procedures
in the offices

c. Comparing the review team’s findings to the internal inspection team’s findings and
resolving any differences

d. Attending discussions of engagement findings and the overall office findings, if applicable

.08 Examples of procedures a review team would perform when testing the effectiveness of the
internal inspection procedures after the procedures have been completed include the following:

a. Re-performing the review of a sample of engagements
b. Re-performing the review of a sample of the quality eentrel-management policies and
procedures (componentsfanetional-elements) subjected to internal inspection procedures

in the offices

c¢. Comparing the review team’s findings to the internal inspection team’s findings and
resolving any differences
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Practical Examples Related to Relying on a Firm’s Internal Inspection Procedures

.09 The following are example scenarios a team captain could encounter when considering whether
or not to rely on a firm’s internal inspection procedures. Of course, these examples cannot address
all the different factors a team captain could consider, and thus, the team captain will need to use
judgment in determining whether and to what extent the reviewer could reduce or modify scope.

Example 1: A firm has 800 employees, 10 offices, and a strong centralized quality eentrel
management department; operates by industry segment; and has pre-issuance reviews and annual
internal inspections. It is registered with the PCAOB, undergoes annual PCAOB inspection, and
has one system of quality eentrel-management for both SEC and non-SEC engagements. Based
on various factors, the peer reviewers have assessed inherent and control risk as low. Prior peer
reviews have been pass reports. Internal inspection appears robust, and beginning last year, the
firm lowered the bar for “no” responses on checklists used for internal inspections. The peer
reviewers were integrally involved in the internal inspection, approved the planning, and attended
several office exit conferences. In addition, they performed piggybacks on 5 percent of the firm’s
internal inspection procedures, and those procedures confirmed other internal inspection results.
The PCAOB was involved in the current year’s internal inspection planning, and results of the
prior year’s PCAOB inspection mirrored prior internal inspection results. Results from a DOL
audit that covered the peer review year raised an issue that was also highlighted during the current
year’s internal inspection. The peer reviewers could consider maximum reliance on the internal
inspection process and thus consider a reduction in scope or procedures.

Example 2: A firm has 300 employees and 5 offices. The firm has undergone several mergers in
the past two years. Engagements undergo pre-issuance review, and each office performs its own
internal inspection that is then sent to the main office. The firm engaged new peer reviewers and
asked them to implement the guidance contained in this document with the intent of reducing scope
and procedures and thus costs. The peer reviewers participated in planning meetings and
performed a number of piggybacks. However, the peer reviewers disagree with some of the
judgments made by the internal inspectors and believe that the results from the offices are not
being consolidated adequately. They are concerned that the integration of the firms has not been
successful. The firm is registered with the PCAOB and underwent an inspection in the past year.
However, the report is not yet public, and the firm is unable or unwilling to communicate the
results or its experiences with the peer reviewers. The peer reviewer would not be able to place
significant reliance on internal inspection to reduce scope or procedures in this example.

Example 3: A firm has 60 employees and 2 offices. It performs pre-issuance reviews and annual
internal inspections. The peer reviewers have assessed inherent and control risk as moderate. Prior
peer reviews have been pass reports with a few findings for further consideration. The firm has a
very experienced and highly regarded quality eentrel-management director who is assisted by
several of the firm’s more technical partners each year in performing the internal inspection. They
approach the internal inspection seriously. The peer reviewers were integrally involved in the
internal inspection, approved the planning, and attended several office exit conferences. In
addition, they performed piggybacks on 7 percent of the firm’s internal inspection procedures, and
those procedures confirmed other internal inspection results, even though they revealed several
issues that might lead to findings. The firm is registered with the PCAOB and underwent an
inspection in the prior year. The quality eentrelmanagement director shared the PCAOB’s matter
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sheets with the peer reviewers. The PCAOB had noted that staff was not adequately documenting
considerations related to fraud on the SEC engagements. The internal inspectors paid particular
attention to this matter and agreed that it was a problem for one of the offices. The peer reviewers
could consider moderate reliance on the internal inspection process and, thus, some reduction in
scope or procedures.

Example 4: A firm has 20 employees and 1 office. It has no SEC engagements and is not registered
with the PCAOB. Its last peer review was pass with no findings. The firm performs pre-issuance
reviews and annual internal inspections. The partner that performs the internal inspection is also
the pre-issuance reviewer or engagement partner on many of the firm’s audit engagements. The
firm’s annual internal inspection is performed in the spring, but, due to scheduling conflicts, its
peer reviewers, who come from out of state, are only available in the fall. The two peer reviewers
typically review four audits and four reviews or compilations, within a two- or three-day time
frame. Cost-benefit and other considerations would most likely lead the firm and the peer
reviewers to conclude that there should be no reliance on the internal inspection to reduce scope
or procedures.

Appendix C — Additional Requirements for Must-Select and Must-

Cover Engagements (Ref: par. .27)
ATl

[The content of appendix C is unchanged.]
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Exhibit B — Illustrative Examples of the Reviewer’s Report on the
Firm’s System of Quality CentrelManagement

.A72 This exhibit contains various illustrations of a peer reviewer’s report on a firm’s system of
quality eentrel-management (system reviews).

Ilustration 1 — A Reviewer’s Report on the Firm’s System of Quality
€CeontrelManagement With a Peer Review Rating of Pass

Ilustration 2 — A Reviewer’s Report on the Firm’s System of Quality
€ContrelManagement With a Peer Review Rating of Pass With a Scope Limitation

Ilustration 3 — A Reviewer’s Report on the Firm’s System of Quality
€ContrelManagement With a Peer Review Rating of Pass With Deficiencies

Ilustration 4 — A Reviewer’s Report on the Firm’s System of Quality
CeontrelManagement With a Peer Review Rating of Pass With Deficiencies With a Scope
Limitation

Ilustration S — A Reviewer’s Report on the Firm’s System of Quality
CeontrelManagement With a Peer Review Rating of Fail

Ilustration 6 — A Reviewer’s Report on the Firm’s System of Quality
CeontrelManagement With a Peer Review Rating of Fail With a Scope Limitation
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Ilustration 1 — A Reviewer’s Report on the Firm’s System of Quality CentrelManagement
With a Peer Review Rating of Pass

[Firm letterhead for a firm-on-firm review; team captain’s firm letterhead for an
association-formed review team|

Report on the Firm’s System of Quality CentrelManagement
[Exit Conference Date]

To the Partners of [or other appropriate terminology] XYZ & Co. and the Peer Review
Committee of the [insert the name of the applicable administering entity], ™!

We ™2 have reviewed the system of quality eentrel-management for the accounting and
auditing practice of XYZ & Co. (the firm) ™3 in effect for the year ended June 30, 20XX.
Our peer review was conducted in accordance with the Standards for Performing and
Reporting on Peer Reviews established by the Peer Review Board of the American Institute
of Certified Public Accountants (Standards).

A summary of the nature, objectives, scope, limitations of, and the procedures performed
in a system review as described in the Standards may be found at
www.aicpa.org/prsummary. The summary also includes an explanation of how
engagements identified as not performed or reported on in conformity with applicable
professional standards, if any, are evaluated by a peer reviewer to determine a peer review
rating.

Firm’s Responsibility

The firm is responsible for designing and complying with a system of quality eentrel
management to provide the firm with reasonable assurance of performing and reporting in
conformity with the requirements of applicable professional standards in all material
respects. The firm is also responsible for evaluating actions to promptly remediate
engagements deemed as not performed or reported on in conformity with the requirements
of applicable professional standards, when appropriate, and for remediating weaknesses in
its system of quality eentrel-management, if any.

fnl The report of a firm whose review is administered by the National Peer Review Committee should be addressed

as follows: “To the Partners of [or appropriate terminology] XYZ & Co. and the National Peer Review Committee”
2 The report should use the plural we, us, and our even if the review team consists of only one person. The singular
1, me, and my are appropriate only if the reviewed firm has engaged another firm to perform its review and the

reviewing firm is a sole practitioner.

3 The report of a firm who is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection."”
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Peer Reviewer’s Responsibility

Our responsibility is to express an opinion on the design of and compliance with the firm’s
system of quality eentrel-management based on our review.

Required Selections and Considerations

Engagements selected for review included engagements performed under Government
Auditing Standards, including compliance audits under the Single Audit Act; audits of
employee benefit plans; audits performed under FDICIA; and examinations of service
organizations (SOC 1% and SOC 2® engagements). 4

As apart of our peer review, we considered reviews by regulatory entities as communicated
by the firm, if applicable, in determining the nature and extent of our procedures.

Opinion

In our opinion, the system of quality eentrel-management for the accounting and auditing
practice of XYZ & Co. ™3 in effect for the year ended June 30, 20XX, has been suitably
designed and complied with to provide the firm with reasonable assurance of performing
and reporting in conformity with applicable professional standards in all material respects.
Firms can receive a rating of pass, pass with deficiency(ies), or fail. XYZ & Co. has
received a peer review rating of pass.

[Name of team captain’s firm]

fn4 If the firm performs audits of employee benefit plans; engagements performed under Government Auditing
Standards, including compliance audits under the Single Audit Act; audits of depository institutions with total assets
of $500 million or more at the beginning of the institution’s fiscal year; examinations of service organizations (SOC
1 and SOC 2 engagements); or other engagements required to be selected by the board, the engagement(s) selected
for review should be identified in the report using this paragraph, tailored as applicable. If the reviewer selected an
engagement under Government Auditing Standards (excluding engagements subject to the Single Audit Act) and also
selected an engagement solely to evaluate a compliance audit under the Single Audit Act, this portion of the sentence
should read as follows: “Government Auditing Standards, compliance audits under the Single Audit Act,” and so on.
For SOC engagements, the paragraph should be tailored to reflect the type(s) selected for review. The paragraph
should be tailored to indicate if single or multiple engagements were selected for review (for example, an audit versus
audits). If the firm does not perform such engagements, this paragraph is not applicable and not included in the report.

5 The report of a firm that is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection."”
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Ilustration 2 — A Reviewer’s Report on the Firm’s System of Quality CentrelManagement
With a Peer Review Rating of Pass With a Scope Limitation

[Firm letterhead for a firm-on-firm review; team captain’s firm letterhead for an
association-formed review team|

Report on the Firm’s System of Quality CentrelManagement
[Exit Conference Date]

To the Partners of [or other appropriate terminology] XYZ & Co. and the Peer Review
Committee of the [insert the name of the applicable administering entity], ™!

We ™2 have reviewed the system of quality eentrel-management for the accounting and
auditing practice of XYZ & Co. (the firm) ™3 in effect for the year ended June 30, 20XX.
Our peer review was conducted in accordance with the Standards for Performing and
Reporting on Peer Reviews established by the Peer Review Board of the American Institute
of Certified Public Accountants (Standards).

The nature, objectives, scope, limitations of, and the procedures performed in a system
review as described in the Standards may be found at www.aicpa.org/prsummary. The
summary also includes an explanation of how engagements identified as not performed or
reported on in conformity with applicable professional standards, if any, are evaluated by
a peer reviewer to determine a peer review rating.

Firm’s Responsibility

The firm is responsible for designing and complying with a system of quality eentrel
management to provide the firm with reasonable assurance of performing and reporting in
conformity with the requirements of applicable professional standards in all material
respects. The firm is also responsible for evaluating actions to promptly remediate
engagements deemed as not performed or reported on in conformity with the requirements
of the applicable professional standards, when appropriate, and for remediating weaknesses
in its system of quality eentrel-management, if any.

Peer Reviewer’s Responsibility

fnl The report of a firm whose review is administered by the National Peer Review Committee should be addressed

as follows: “To the Partners of [or appropriate terminology] XYZ & Co. and the National Peer Review Committee”
2 The report should use the plural we, us, and our even if the review team consists of only one person. The singular
1, me, and my are appropriate only if the reviewed firm has engaged another firm to perform its review and the

reviewing firm is a sole practitioner.

fn3 " The report of a firm that is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection."”
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Our responsibility is to express an opinion on the design of and compliance with the firm’s
system of quality eentrel-management based on our review.

Required Selections and Considerations

Engagements selected for review included engagements performed under Government
Auditing Standards, including compliance audits under the Single Audit Act; audits of
employee benefit plans; audits performed under FDICIA; and examinations of service
organizations (SOC 1® and SOC 2® engagements). 4

As a part of our peer review, we considered reviews by regulatory entities as communicated
by the firm, if applicable, in determining the nature and extent of our procedures.

Scope Limitation ™°

In performing our review, the firm notified us that we would be unable to review the
engagements performed by one of its former partners who left the firm during the peer
review year. Accordingly, we were unable to include in our engagement selection any of
the divested engagements. That partner’s responsibility was concentrated in the
construction industry. The engagements excluded from our engagement selection process
included audit engagements and comprised approximately 15 percent of the firm’s audit
and accounting practice during the peer review year.

Opinion

In our opinion, except for any deficiencies or significant deficiencies that might have come
to our attention had we been able to review divested engagements, as previously described,
the system of quality eentrelmanagement for the accounting and auditing practice of XYZ
& Co. ™% in effect for the year ended June 30, 20XX, has been suitably designed and
complied with to provide the firm with reasonable assurance of performing and reporting

fn4 If the firm performs audits of employee benefit plans, engagements performed under Government Auditing
Standards, including compliance audits under the Single Audit Act; audits of depository institutions with total assets
of $500 million or more at the beginning of the institution’s fiscal year; examinations of service organizations (SOC
1 and SOC 2 engagements); or other engagements required to be selected by the board, the engagement(s) selected
for review should be identified in the report using this paragraph, tailored as applicable. If the reviewer selected an
engagement under Government Auditing Standards (excluding engagements subject to the Single Audit Act) and also
selected an engagement solely to evaluate a compliance audit under the Single Audit Act, this portion of the sentence
should read as follows “Government Auditing Standards, compliance audits under the Single Audit Act,” and so on.
For SOC engagements, the paragraph should be tailored to reflect the type(s) selected for review. The paragraph
should be tailored to indicate if single or multiple engagements were selected for review (for example, an audit versus
audits). If the firm does not perform such engagements, this paragraph is not applicable and not included in the report.

f5 The scope limitation paragraph provided is an example for illustrative purposes only.

6 The report of a firm that is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection."”
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in conformity with applicable professional standards in all material respects. Firms can
receive a rating of pass, pass with deficiency(ies), or fail. XYZ & Co. has received a peer
review rating of pass (with a scope limitation).

[Name of team captain’s firm]
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Illustration 3 — A Reviewer’s Report on the Firm’s System of Quality CentrelManagement
With a Peer Review Rating of Pass With Deficiencies

[Firm letterhead for a firm-on-firm review; team captain’s firm letterhead for an
association-formed review team|

Report on the Firm’s System of Quality CentrelManagement
[Exit Conference Date]

To the Partners of [or other appropriate terminology] XYZ & Co. and the Peer Review
Committee of the [insert the name of the applicable administering entity], ™!

We ™2 have reviewed the system of quality eentrel-management for the accounting and
auditing practice of XYZ & Co. (the firm) ™3 in effect for the year ended June 30, 20XX.
Our peer review was conducted in accordance with the Standards for Performing and
Reporting on Peer Reviews established by the Peer Review Board of the American Institute
of Certified Public Accountants (Standards).

A summary of the nature, objectives, scope, limitations of, and the procedures performed
in a system review as described in the Standards may be found at
www.aicpa.org/prsummary. The summary also includes an explanation of how
engagements identified as not performed or reported on in conformity with applicable
professional standards, if any, are evaluated by a peer reviewer to determine a peer review
rating.

Firm’s Responsibility

The firm is responsible for designing and complying with a system of quality eentrel
management to provide the firm with reasonable assurance of performing and reporting in
conformity with the requirements of applicable professional standards in all material
respects. The firm is also responsible for evaluating actions to promptly remediate
engagements deemed as not performed or reported on in conformity with the requirements
of the applicable professional standards, when appropriate, and for remediating weaknesses
in its system of quality eentrel-management, if any.

fil The report of a firm whose review is administered by the National Peer Review Committee should be addressed
as follows: “To the Partners of [or appropriate terminology] XYZ & Co. and the National Peer Review Committee.”

12 The report should use the plural we, us, and our even if the review team consists of only one person. The singular
I, me, and my are appropriate only if the reviewed firm has engaged another firm to perform its review and the

reviewing firm is a sole practitioner.

fn3 The report of a firm that is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection."”

58


http://www.aicpa.org/prsummary

PR-C Section 210, General Principles and Responsibilities for Reviewers — System Reviews

Peer Reviewer’s Responsibility

Our responsibility is to express an opinion on the design of and compliance with the firm’s
system of quality eentrel-management based on our review.

Required Selections and Considerations

Engagements selected for review included engagements performed under Government
Auditing Standards, including compliance audits under the Single Audit Act; audits of
employee benefit plans; audits performed under FDICIA; and examinations of service
organizations (SOC 1% and SOC 2® engagements). ™4

As apart of our peer review, we considered reviews by regulatory entities as communicated
by the firm, if applicable, in determining the nature and extent of our procedures.

Deficiencies ™ ° Identified in the Firm’s System of Quality CentrelManagement
We noted the following deficiencies ™ ¢ during our review:

1. The firm’s quality eentrel-management policies and procedures addressing
continuing professional education (CPE) are not suitably designed or complied with
to provide reasonable assurance that its personnel will have the competence
necessary to perform engagements in accordance with professional and regulatory
requirements. Although the firm’s policies require that personnel attain a minimum
of 40 hours of CPE courses annually and comply with CPE requirements of the
applicable external bodies, the firm lacks appropriate procedures to determine
whether the personnel are in compliance with these requirements. During our
review, we noted several personnel who did not comply with CPE requirements of
Government Auditing Standards. In our opinion, this contributed to audit

fn4 If the firm performs audits of employee benefit plans; engagements performed under Government Auditing
Standards, including compliance audits under the Single Audit Act; audits of depository institutions with total assets
of $500 million or more at the beginning of the institution’s fiscal year; examinations of service organizations (SOC
1 and SOC 2 engagements); or other engagements required to be selected by the board, the engagement(s) selected
for review should be identified in the report using this paragraph, tailored as applicable. If the reviewer selected an
engagement under Government Auditing Standards (excluding engagements subject to the Single Audit Act) and also
selected an engagement solely to evaluate a compliance audit under the Single Audit Act, this portion of the sentence
should read as follows “Government Auditing Standards, compliance audits under the Single Audit Act,” and so on.
For SOC engagements, the paragraph should be tailored to reflect the type(s) selected for review. The paragraph
should be tailored to indicate if single or multiple engagements were selected for review (for example, an audit versus
audits). If the firm does not perform such engagements, this paragraph is not applicable and not included in the report.

5 This should be tailored to indicate a single deficiency, when applicable.

6 The deficiencies provided are examples for illustrative purposes only.
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engagements performed under Government Auditing Standards that did not
conform to professional standards in all material respects.

2. The firm’s quality eentrel—management policies and procedures regarding
engagement performance have not been suitably designed or complied with to
provide reasonable assurance that audit engagements are consistently performed in
accordance with professional standards. The firm requires the use of a non-
industry-specific audit program but does not require that program to be tailored to
cover requirements of specialized industries or those subject to regulatory bodies.
During our review, we noted procedures were not performed to determine if a
banking institution met its minimum capital requirements. In our opinion, this
contributed to audit engagements in the banking industry that did not conform to
professional standards in all material respects.

Opinion

In our opinion, except for the deficiencies previously described, the system of quality
eentrol-management for the accounting and auditing practice of XYZ & Co. ™7 in effect
for the year ended June 30, 20XX, has been suitably designed and complied with to provide
the firm with reasonable assurance of performing and reporting in conformity with
applicable professional standards in all material respects. Firms can receive a rating of pass,
pass with deficiency(ies), or fail. XYZ & Co. has received a peer review rating of pass with
deficiencies.

[Name of team captain’s firm]

fn7 The report of a firm that is required to be registered with and inspected by the PCAOB should be tailored here to
add “applicable to engagements not subject to PCAOB permanent inspection.”
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Illustration 4 — A Reviewer’s Report on the Firm’s System of Quality CentrelManagement
With a Peer Review Rating of Pass With Deficiencies With a Scope Limitation

[Firm letterhead for a firm-on-firm review; team captain’s firm letterhead for an
association-formed review team|

Report on the Firm’s System of Quality CentrelManagement
[Exit Conference Date]

To the Partners of [or other appropriate terminology] XYZ & Co. and the Peer Review
Committee of the [insert the name of the applicable administering entity], ™!

We ™2 have reviewed the system of quality eentrel-management for the accounting and
auditing practice of XYZ & Co. (the firm) ™3 in effect for the year ended June 30, 20XX.
Except as subsequently described, our peer review was conducted in accordance with the
Standards for Performing and Reporting on Peer Reviews established by the Peer Review
Board of the American Institute of Certified Public Accountants (Standards).

A summary of the nature, objectives, scope, limitations of, and the procedures performed
in a system review as described in the Standards may be found at
www.aicpa.org/prsummary. The summary also includes an explanation of how
engagements identified as not performed or reported on in conformity with applicable
professional standards, if any, are evaluated by a peer reviewer to determine a peer review
rating.

Firm’s Responsibility

The firm is responsible for designing and complying with a system of quality eentrel
management to provide the firm with reasonable assurance of performing and reporting in
conformity with the requirements of the applicable professional standards in all material
respects. The firm is also responsible for evaluating actions to promptly remediate
engagements deemed as not performed or reported on in conformity with the requirements
of the applicable professional standards, when appropriate, and for remediating weaknesses
in its system of quality eentrel-management, if any.

Peer Reviewer’s Responsibility

il The report of a firm whose review is administered by the National Peer Review Committee should be addressed

as follows: “To the Partners of [or appropriate terminology] XYZ & Co. and the National Peer Review Committee”
12 The report should use the plural we, us, and our even if the review team consists of only one person. The singular
1, me, and my are appropriate only if the reviewed firm has engaged another firm to perform its review and the

reviewing firm is a sole practitioner.

fn3 The report of a firm that is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection."”
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Our responsibility is to express an opinion on the design of and compliance with the firm’s
system of quality eentrel-management based on our review.

Required Selections and Considerations

Engagements selected for review included audits of employee benefit plans; audits
performed under FDICIA; and examinations of service organizations (SOC 1® and SOC
2® engagements). ™4

As apart of our peer review, we considered reviews by regulatory entities as communicated
by the firm, if applicable, in determining the nature and extent of our procedures.

Deficiency ™5 Identified in the Firm’s System of Quality CentrelManagement
We noted the following deficiency ™ ¢ during our review:

1. The firm’s quality eentrel—management policies and procedures regarding
engagement performance have not been suitably designed or complied with to
provide reasonable assurance that audit engagements are consistently performed in
accordance with applicable regulatory requirements. As noted in the following text,
we were unable to select the firm’s only audit subject to Government Auditing
Standards (the Yellow Book). As a result, the firm was not in compliance with the
Yellow Book peer review engagement selection requirements.

Scope Limitation ™’

In performing our review, the firm notified us that we would be unable to select its only
audit subject to Government Auditing Standards (the Yellow Book). As a result, we were
unable to review all the engagements required to be selected by the standards established
by the Peer Review Board of the AICPA.

fn4 If the firm performs audits of employee benefit plans; engagements performed under Government Auditing
Standards, including compliance audits under the Single Audit Act; audits of depository institutions with total assets
of $500 million or more at the beginning of the institution’s fiscal year; examinations of service organizations (SOC
1 and SOC 2 engagements); or other engagements required to be selected by the board, the engagement(s) selected
for review should be identified in the report using this paragraph, tailored as applicable. If the reviewer selected an
engagement under Government Auditing Standards (excluding engagements subject to the Single Audit Act) and also
selected an engagement solely to evaluate a compliance audit under the Single Audit Act, this portion of the sentence
should read as follows “Government Auditing Standards, compliance audits under the Single Audit Act,” and so on.
For SOC engagements, the paragraph should be tailored to reflect the type(s) selected for review. The paragraph
should be tailored to indicate if single or multiple engagements were selected for review (for example, an audit versus
audits). If the firm does not perform such engagements, this paragraph is not applicable and not included in the report.

5 This language should be tailored to indicate multiple deficiencies, when applicable.
6 The deficiency provided is an example for illustrative purposes only.
fn7

The scope limitation paragraph provided is an example for illustrative purposes only.
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Opinion

In our opinion, except for the effects of the deficiency previously described and any
additional deficiencies or significant deficiencies that might have come to our attention had
we been able to review the engagement as previously described, the system of quality
eentrol-management for the accounting and auditing practice of XYZ & Co. ™% in effect
for the year ended June 30, 20XX, has been suitably designed and complied with to provide
the firm with reasonable assurance of performing and reporting in conformity with
applicable professional standards in all material respects. Firms can receive a rating of pass,
pass with deficiency(ies), or fail. XYZ & Co. has received a peer review rating of pass with
deficiency (with a scope limitation).

[Name of team captain’s firm]

8 The report of a firm that is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection."”
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Ilustration S — A Reviewer’s Report on the Firm’s System of Quality CentrelManagement
With a Peer Review Rating of Fail

[Firm letterhead for a firm-on-firm review; team captain’s firm letterhead for an
association-formed review team|

Report on the Firm’s System of Quality CentrelManagement
[Exit Conference Date]

To the Partners of [or other appropriate terminology] XYZ & Co. and the Peer Review
Committee of the [insert the name of the applicable administering entity], ™!

We ™2 have reviewed the system of quality eentrel-management for the accounting and
auditing practice of XYZ & Co. (the firm) ™3 in effect for the year ended June 30, 20XX.
Our peer review was conducted in accordance with the Standards for Performing and
Reporting on Peer Reviews established by the Peer Review Board of the American Institute
of Certified Public Accountants (Standards).

A summary of the nature, objectives, scope, limitations of, and the procedures performed
in a system review as described in the Standards may be found at
www.aicpa.org/prsummary. The summary also includes an explanation of how
engagements identified as not performed or reported on in conformity with applicable
professional standards, if any, are evaluated by a peer reviewer to determine a peer review
rating.

Firm’s Responsibility

The firm is responsible for designing and complying with a system of quality eentrel
management to provide the firm with reasonable assurance of performing and reporting in
conformity with the requirements of the applicable professional standards in all material
respects. The firm is also responsible for evaluating actions to promptly remediate
engagements deemed as not performed or reported on in conformity with the requirements
of the applicable professional standards, when appropriate, and for remediating weaknesses
in its system of quality eentrel-management, if any.

fil The report of a firm whose review is administered by the National Peer Review Committee should be addressed
as follows: “To the Partners of [or appropriate terminology] XYZ & Co. and the National Peer Review Committee.”

12 The report should use the plural we, us, and our even if the review team consists of only one person. The singular
I, me, and my are appropriate only if the reviewed firm has engaged another firm to perform its review and the

reviewing firm is a sole practitioner.

fn3 The report of a firm that is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection."”
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Peer Reviewer’s Responsibility

Our responsibility is to express an opinion on the design of and compliance with the firm’s
system of quality eentrel-management based on our review.

Required Selections and Considerations

Engagements selected for review included engagements performed under Government
Auditing Standards, including compliance audits under the Single Audit Act; audits of
employee benefit plans; audits performed under FDICIA; and examinations of service
organizations (SOC 1% and SOC 2® engagements). 4

As apart of our peer review, we considered reviews by regulatory entities as communicated
by the firm, if applicable, in determining the nature and extent of our procedures.

Significant Deficiencies ™ °> Identified in the Firm’s System of Quality
ContrelManagement

We noted the following significant deficiencies ™ ¢ during our review:

1. The firm’s quality eentrel-management policies and procedures do not provide
reasonable assurance that the firm will comply with applicable professional
standards and will issue reports that are appropriate in the circumstances, as a result
of the following significant deficiencies:

a. The firm lacks policies and procedures addressing new engagement
acceptance to reasonably ensure it only undertakes engagements that it has
the capabilities, resources, and professional competence to complete in
accordance with applicable professional standards.

fn4 If the firm performs audits of employee benefit plans; engagements performed under Government Auditing
Standards, including compliance audits under the Single Audit Act; audits of depository institutions with total assets
of $500 million or more at the beginning of the institution’s fiscal year; examinations of service organizations (SOC
1 and SOC 2 engagements); or other engagements required to be selected by the board, the engagement(s) selected
for review should be identified in the report using this paragraph, tailored as applicable. If the reviewer selected an
engagement under Government Auditing Standards (excluding engagements subject to the Single Audit Act) and also
selected an engagement solely to evaluate a compliance audit under the Single Audit Act, this portion of the sentence
should read as follows “Government Auditing Standards, compliance audits under the Single Audit Act,” and so on.
For SOC engagements, the paragraph should be tailored to reflect the type(s) selected for review. The paragraph
should be tailored to indicate if single or multiple engagements were selected for review (for example, an audit versus
audits). If the firm does not perform such engagements, this paragraph is not applicable and not included in the report.

fn5 This language should be tailored to indicate a single significant deficiency, when applicable.

fn6 When considered together, the deficiencies rise to the level of significant deficiencies. The significant deficiencies
provided are examples for illustrative purposes only.
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b. The firm lacks policies and procedures addressing continuing professional
education (CPE) to require its personnel to obtain relevant training to
prepare for engagements in new industries or service areas.

c. Firm leadership has not implemented policies and procedures to provide
clear, consistent, and frequent actions and messages from all levels of the
firm’s management that emphasize the firm’s commitment to quality.

In our opinion, the significant deficiencies described previously contributed to an
employee benefit plan audit that did not conform to professional standards in all
material respects. During our review, we discovered that the firm had undertaken
an employee benefit plan audit without performing appropriate acceptance
procedures, including the engagement partner obtaining relevant CPE or otherwise
obtaining sufficient knowledge to conduct the audit.

2. The firm’s quality eentrel-management policies and procedures addressing
continuing professional education (CPE) are not sufficient to provide reasonable
assurance that its personnel will have the competence necessary to perform
engagements in accordance with professional and regulatory requirements. The
courses taken by firm personnel did not provide them with sufficient information
about current developments in accounting and auditing matters. In our opinion, this
led to firm personnel being unable to appropriately address recent pronouncements
and new disclosure requirements and failure to consider new auditing standards and
other required communications. This contributed to audit engagements performed
under Government Auditing Standards, and audits in other industries, that did not
conform to professional standards in all material respects.

3. The firm’s quality eentrel—management policies and procedures regarding
monitoring do not provide it with reasonable assurance that the policies and
procedures relating to the system of quality eentrel-management are relevant,
adequate, and operating effectively. The firm’s quality eentrel-management
policies and procedures do not

a. include an ongoing consideration and evaluation of the firm’s system of
quality eentrel-management, including inspection or a periodic review of
engagement documentation, reports, and clients’ financial statements for a
selection of completed engagements.

b. require responsibility for the monitoring process to be assigned to a partner
or partners or other persons with sufficient and appropriate experience and
authority in the firm to assume that responsibility.

c. assign the performance of monitoring the firm’s system of quality eentrel
management to qualified individuals.

Opinion
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In our opinion, as a result of the significant deficiencies previously described, the system
of quality eentrel-management for the accounting and auditing practice of XYZ & Co. ™7
in effect for the year ended June 30, 20XX, was not suitably designed or complied with to
provide the firm with reasonable assurance of performing or reporting in conformity with
applicable professional standards in all material respects. Firms can receive a rating of pass,
pass with deficiency(ies), or fail. XYZ & Co. has received a peer review rating of fail.

[Name of team captain’s firm]

fn7 The report of a firm that is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection."”
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Illustration 6 — A Reviewer’s Report on the Firm’s System of Quality CentrelManagement
With a Peer Review Rating of Fail With a Scope Limitation

[Firm letterhead for a firm-on-firm review; team captain’s firm letterhead for an
association-formed review team|

Report on the Firm’s System of Quality CentrelManagement
[Exit Conference Date]

To the Partners of [or other appropriate terminology] XYZ & Co. and the Peer Review
Committee of the [insert the name of the applicable administering entity], ™!

We ™2 have reviewed the system of quality eentrel-management for the accounting and
auditing practice of XYZ & Co. (the firm) ™3 in effect for the year ended June 30, 20XX.
Our peer review was conducted in accordance with the Standards for Performing and
Reporting on Peer Reviews established by the Peer Review Board of the American Institute
of Certified Public Accountants (Standards).

A summary of the nature, objectives, scope, limitations of, and the procedures performed
in a system review as described in the Standards may be found at
www.aicpa.org/prsummary. The summary also includes an explanation of how
engagements identified as not performed or reported on in conformity with applicable
professional standards, if any, are evaluated by a peer reviewer to determine a peer review
rating.

Firm’s Responsibility

The firm is responsible for designing and complying with a system of quality eentrel
management to provide the firm with reasonable assurance of performing and reporting in
conformity with the requirements of the applicable professional standards in all material
respects. The firm is also responsible for evaluating actions to promptly remediate
engagements deemed as not performed or reported on in conformity with the requirements
of the applicable professional standards, when appropriate, and for remediating weaknesses
in its system of quality eentrel-management, if any.

fil The report of a firm whose review is administered by the National Peer Review Committee should be addressed
as follows: “To the Partners of [or appropriate terminology] XYZ & Co. and the National Peer Review Committee.”

12 The report should use the plural we, us, and our even if the review team consists of only one person. The singular
I, me, and my are appropriate only if the reviewed firm has engaged another firm to perform its review and the

reviewing firm is a sole practitioner.

fn3 The report of a firm that is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection."”
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Peer Reviewer’s Responsibility

Our responsibility is to express an opinion on the design of and compliance with the firm’s
system of quality eentrel-management based on our review.

Required Selections and Considerations

Engagements selected for review included engagements performed under Government
Auditing Standards; audits of employee benefit plans, audits performed under FDICIA,
and examinations of service organizations (SOC 1® and SOC 2® engagements). ™4

As a part of our peer review, we considered reviews by regulatory entities as communicated
by the firm, if applicable, in determining the nature and extent of our procedures.

Significant Deficiencies ™ ° Identified in the Firm’s System of Quality
CeontrelManagement

In addition, we noted the following significant deficiencies ™ during our review:

1. The firm’s quality eentrelmanagement policies and procedures provide reasonable
assurance that the firm and its personnel will comply with relevant ethical
requirements. The firm’s quality eentrel-management policies and procedures
require that written independence representations be obtained annually from all
partners and personnel and then be reviewed by a partner in the firm assigned
overall responsibility for such matters. During our review, we noted that the
responsible partner left the firm in the early part of the year and her responsibilities
in this area had not been reassigned. In our opinion, this contributed to several of
the firm’s personnel failing to sign such a representation. Written independence
representations were subsequently obtained but there were instances where the firm
was not independent with respect to the financial statements on which it reported,

fn4 If the firm performs audits of employee benefit plans; engagements performed under Government Auditing
Standards, including compliance audits under the Single Audit Act; audits of depository institutions with total assets
of $500 million or more at the beginning of the institution’s fiscal year; examinations of service organizations (SOC
1 and SOC 2 engagements); or other engagements required to be selected by the board, the engagement(s) selected
for review should be identified in the report using this paragraph, tailored as applicable. If the reviewer selected an
engagement under Government Auditing Standards (excluding engagements subject to the Single Audit Act) and also
selected an engagement solely to evaluate a compliance audit under the Single Audit Act, this portion of the sentence
should read as follows “Government Auditing Standards, compliance audits under the Single Audit Act,” and so on.
For SOC engagements, the paragraph should be tailored to reflect the type(s) selected for review. The paragraph
should be tailored to indicate if single or multiple engagements were selected for review (for example, an audit versus
audits). If the firm does not perform such engagements, this paragraph is not applicable and not included in the report.

fn5 This language should be tailored to indicate a single significant deficiency, when applicable.

fn6  When considered together, the deficiencies rise to the level of significant deficiencies. The significant deficiencies
provided are examples for illustrative purposes only.
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which caused the engagements to not conform to professional standards in all
material respects.

2. The firm’s policies and procedures regarding acceptance and continuance of clients
are not complied with to provide it with reasonable assurance that its personnel are
competent to perform the engagement and have the capabilities to do so. The firm
accepted an audit in a specialized industry in which it had no experience or
expertise and did not take steps to obtain competency prior to issuing the audit
report. In our opinion, this contributed to an employee benefit plan audit that was
not performed in accordance with professional standards in all material respects.

3. The firm’s use of the standardized planning forms required by its quality eentret
management policies and procedures for engagement performance are not
consistently complied with to provide reasonable assurance that audit engagements
are performed in accordance with professional standards. Despite such forms
including audit planning steps for considering preliminary judgments about
materiality levels, fraud risk factors, planned assessed level of control risk,
analytical review procedures, and conditions that may require an extension of or a
modification of tests, we noted several engagements that lacked sufficient evidence
of such considerations. In our opinion, this contributed to audits of employee
benefit plans and audit engagements in other industries that did not conform to
professional standards in all material respects.

Scope Limitation ™’

In performing our review, the firm notified us that we would be unable to review the
engagements performed by one of the firm’s four offices that divested from the firm during
the peer review year. As a result, we were unable to include within our engagement
selection any engagements issued by that office. The engagements excluded from our
engagement selection process included audit engagements and composed approximately
20 percent of the firm’s audit and accounting hours during the peer review year.

Opinion

In our opinion, as a result of the significant deficiencies previously described, and any
additional significant deficiencies that might have come to our attention had we been able
to review engagements from the divested office as previously described, the system of
quality eentrel-management for the accounting and auditing practice of XYZ & Co.™® in
effect for the year ended June 30, 20XX, was not suitably designed or complied with to
provide the firm with reasonable assurance of performing or reporting in conformity with

a7 The scope limitation paragraph provided is an example for illustrative purposes only.

8 The report of a firm that is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection."”
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applicable professional standards in all material respects. Firms can receive a rating of pass,
pass with deficiency(ies), or fail. XYZ & Co. has received a peer review rating of fail (with
a scope limitation).

[Name of team captain’s firm|
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PR-C Section 220, General Principles and Responsibilities for
Reviewers — Engagement Reviews

Introduction

[Paragraphs .01-.12 are unchanged.]

.13 The review captain should select the following: (Ref: par. .A6—.A8%)

a. One engagement from each of the following levels of service performed by the firm:
i. Reviews of financial statements (performed under SSARSSs)
ii. Compilations of financial statements with disclosures (performed under SSARSSs)

iii. Compilations of financial statements that omit substantially all disclosures
(performed under SSARSSs)

iv. Engagements performed under the SSAEs other than examinations

b. One engagement from each engagement partner responsible for the issuance of reports
listed in item (a).
c. At least two engagements, unless only one is performed

[Paragraphs .14—.29 are unchanged.]
Written Representations

.30 The review captain should request management of the firm to provide written representations
for the peer review year that are dated as of the date of the peer review report stating the following:
(Ref: par. .A2019)

a. Management has fulfilled its responsibility for the design of and compliance with a
system of quality eentrelmanagement for our accounting practice that provides us with
reasonable assurance of performing and reporting in conformity with applicable
professional standards in all material respects.

b. Management acknowledges its responsibility for complying with the rules and
regulations of state boards of accountancy and other regulations.

c. Management has disclosed to the review captain all known instances of noncompliance
or suspected noncompliance with the rules and regulations of state boards of
accountancy or other regulatory bodies, including applicable firm and individual
licensing requirements in each state in which it practices for the year under review. (If
there are known instances of noncompliance, management should summarize the
instances and, if applicable, describe its remediation of the noncompliance.)
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d. Management has discussed significant issues from reports and communications from
regulatory, monitoring, and enforcement bodies with the team captain, if applicable.

e. Management has fulfilled its responsibility to remediate nonconforming engagements,
as stated by the firm in the letter of response, if applicable.

/. Management understands the intended uses and limitations of the quality eentrel
management materials it has developed or adopted. Management has tailored and
augmented the materials as appropriate such that the quality eentrel-management
materials encompass guidance that is sufficient to assist it in conforming with
professional standards (including the Statements on Quality CentrelManagement
Standards) applicable to its accounting and auditing practice.

g. Management has responded fully and truthfully to the review captain’s inquiries.

h. Management has provided the review captain with all relevant information including
all engagements with periods ending during (or, for financial forecasts or projections
and agreed-upon procedures engagements, report dates in) the year under review.

i. Management has disclosed to the review captain that the firm did not perform any
engagements under the Statements on Auditing Standards (SASs) or Government
Auditing Standards, examinations under the Statements on Standards for Attestation
Engagements (SSAEs), or engagements under the Public Company Accounting
Oversight Board (PCAOB) standards that are not subject to PCAOB permanent
inspection.

Jj. Management acknowledges that failure to properly include the engagements listed in
(7) could be deemed a failure to cooperate and may result in termination from the Peer
Review Program and, if termination occurs, may result in an investigation of a possible
violation by the appropriate regulatory, monitoring, or enforcement body.

k. Management has provided the review captain communications or summaries of
communications from regulatory, monitoring, or enforcement bodies relating to
allegations or investigations of deficiencies in the conduct of an accounting or
attestation engagement performed and reported on by the firm, whether the matter
relates to the firm or its personnel, within three years preceding the current peer review
year-end.

/. Management has disclosed that there are no known limitations or restrictions on the
firm’s or its personnel’s ability to practice public accounting by regulatory, monitoring,
or enforcement bodies within three years preceding the current peer review year-end,
or management should include a summary of the limitations or restrictions on the firm’s
or its personnel’s ability to practice public accounting by regulatory, monitoring, or
enforcement bodies within three years preceding the current peer review year-end.

[Paragraphs .31-.32 are unchanged. ]

Reporting on Engagement Reviews
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[Paragraph .33 is unchanged.]

.34 The written report in an engagement review should (Ref: par. .A2726)

a.

b.

be dated as of the exit conference date.
be issued on letterhead of the firm performing the review.

state at the top of the report the title “Report on the Firm’s Conformity With
Professional Standards on Engagements Reviewed.”

include headings for each of the following sections:
i. Firm’s Responsibility
ii. Peer Reviewer’s Responsibility

iii. Deficiency(ies) Identified in the Firm’s Conformity With Professional Standards
on Engagements Reviewed (if applicable)

iv. Scope Limitation (if applicable)
v. Conclusion

state that the review captain reviewed selected accounting engagements of the firm and
include the year-end covered by the peer review.

state that the peer review was conducted in accordance with the Standards for
Performing and Reporting on Peer Reviews (the standards) established by the Peer
Review Board of the American Institute of Certified Public Accountants.

state that the nature, objectives, scope, limitations of, and procedures performed in an
engagement review as described in the standards can be found on the AICPA website
where the standards are summarized.

include a URL reference to the AICPA website where the standards are located and
state that the summary includes an explanation of how engagements identified as not
performed or reported on in conformity with applicable professional standards, if any,
are evaluated by a peer reviewer to determine a peer review rating.

state that the firm is responsible for designing and complying with a system of quality
eontrel-management to provide the firm with reasonable assurance of performing and
reporting in conformity with applicable professional standards in all material respects
and for evaluating actions to promptly remediate engagements deemed as not
performed or reported on in conformity with professional standards, when appropriate,
and for remediating weaknesses in its system of quality eentrel-management, if any.
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j. state that the peer reviewer’s responsibility is to evaluate whether the engagements
submitted for review were performed and reported on in conformity with applicable
professional standards in all material respects.

k. state that an engagement review does not include reviewing the firm’s system of quality
eontrel-management and compliance therewith and, accordingly, the review captain
expresses no opinion or any form of assurance on that system. (Ref: par. .A2827)

[ in the event of a scope limitation, include an additional paragraph before the last
paragraph that describes the relationship of the excluded engagements to the firm’s
practice, the highest level of service and industry concentration, if any, of the
engagements excluded from the potential selection, and the effect of the exclusion on
the scope and results of the peer review. Tailor the conclusion, as appropriate, to
address the scope limitation.

m. identify the different peer review ratings that the firm could receive.
n. 1in a report with a peer review rating of pass, state

1. that nothing came to the review captain’s attention that caused the review captain
to believe that the engagements submitted for review were not performed and
reported on in conformity with applicable professional standards in all material
respects.

ii. that the firm has received a peer review rating of pass.
o. 1in areport with a peer review rating of pass with deficiencies, state

1. that because of the deficiencies previously described, the review captain believes
that at least one but not all the engagements submitted for review were not
performed and reported on in conformity with applicable professional standards
in all material respects.

ii. that the firm has received a peer review rating of pass with deficiencies.
p. inareport with a peer review rating of fail, state

1. that because of the deficiencies previously described, the review captain believes
that all the engagements submitted for review were not performed or reported
on in conformity with applicable professional standards in all material respects.

ii. that the firm has received a peer review rating of fail.
g. 1n areport with a peer review rating of pass with deficiencies or fail,

1. include descriptions of the deficiencies (each of these should be numbered).
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ii. if there are any repeat deficiencies, state that the deficiency was noted in the firm’s
previous peer review. (Ref: par. .A2928—.A3029)

iii. identify the level of service for any deficiencies. If the deficiency is industry
specific, also identify the industry.

Submission of Peer Review Documentation to the AE by the Review Captain

[Paragraphs .35—.36 are unchanged. ]

Application and Other Explanatory Material

[Paragraphs .A1—-.A5 are unchanged.]

.A6 The objective of the engagement selection requirements is to select ene-engagementfrom—each
engagement-partnerand-one engagement from each level of service listed in paragraph .13a for
the firm, including one engagement from each engagement partner.

[Paragraph .A7 is unchanged. ]

.A8 As an example, a firm may have indicated that engagement partner A issues review reports
on 4 construction contractors, 2 retailers, and 10 manufacturers, but engagement partner B
issues compilation reports on 30 medical practices and review reports on 5 restaurants. To meet
the requirement as described in paragraph .13, the reviewer may ask to submit one of
engagement partner A’s review reports on a construction contractor and one of engagement
partner B’s compilation reports on a medical practice. The firm will choose the engagements
based on those selections.

[Paragraphs .A8—.A26 are renumbered to .A9—.A27. The content is unchanged.]

.A2827 Review of a firm’s documentation or procedures related to its system of quality eentrel
management 1s outside the scope of an engagement review. An engagement review does not
include tests of the firm’s administrative or personnel files, interviews of selected firm personnel,
or other procedures performed in a system review. Therefore, an engagement review does not
provide the review captain with a basis for expressing any form of assurance on the firm’s system
of quality eentrel-management for its accounting practice.

[Paragraphs .A28—.A30 are renumbered to .A29—-.A31. The content is unchanged.]

Appendix A — Examples of Noncompliance With Applicable
Professional Standards

[Paragraph .A31 is renumbered to .A32. The content is unchanged.]
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Exhibit B — Illustrative Examples of a Reviewer’s Report on the
Firm’s Conformity With Professional Standards on Engagements

Reviewed

.A3332 This exhibit contains various illustrations of a peer reviewer’s report on the reviewed
firm’s conformity with professional standards on engagements reviewed.

Hlustration 1 — A Reviewer’s Report on the Firm’s Conformity With Professional
Standards on Engagements Reviewed With a Peer Review Rating of Pass

Hlustration 2 — A Reviewer’s Report on the Firm’s Conformity With Professional
Standards on Engagements Reviewed With a Peer Review Rating of Pass With
Deficiencies

Ilustration 3 — A Reviewer’s Report on the Firm’s Conformity With Professional
Standards on Engagements Reviewed With a Peer Review Rating of Fail
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Ilustration 1 — A Reviewer’s Report on the Firm’s Conformity With Professional
Standards on Engagements Reviewed With a Peer Review Rating of Pass

[Administering entity letterhead for a committee-appointed review team review, firm
letterhead for a firm-on-firm review; review captain’s firm letterhead for an association-
formed review team]

Report on the Firm’s Conformity With Professional Standards on Engagements
Reviewed ™!

[Exit Conference Date]

To the Partners of [or other appropriate terminology]l XYZ & Co. and the Peer Review
Committee of the [insert the name of the applicable administering entity]: ™2

We ™3 have reviewed selected accounting engagements of XYZ & Co. (the firm) ™* issued
with periods ending during the year ended June 30, 20XX. Our peer review was conducted
in accordance with the Standards for Performing and Reporting on Peer Reviews
established by the Peer Review Board of the American Institute of Certified Public
Accountants (Standards).

A summary of the nature, objectives, scope, limitations of, and the procedures performed
in an engagement review as described in the Standards may be found at
WWww.aicpa.org/prsummary.

Firm’s Responsibility

The firm is responsible for designing and complying with a system of quality eentrel
management and—eomplying—with—it-to provide the firm with reasonable assurance of
performing and reporting in conformity with applicable professional standards in all
material respects. The firm is also responsible for evaluating actions to promptly remediate
engagements deemed as not performed or reported on in conformity with professional
standards, when appropriate, and for remediating weaknesses in its system of quality
control-management, if any.

fnl The report title and body should be tailored as appropriate when a single engagement is reviewed. The title should

be changed to “Report on the Firm’s Conformity With Professional Standards on an Engagement Reviewed.”

12 The report of a firm whose review is administered by the National Peer Review Committee should be addressed
as follows: “To the Partners of [or appropriate terminology] XYZ & Co. and the National Peer Review Committee.”

fn3 " The report should use the plural we, us, and our even if the review team consists of only one person. The singular
1, me, and my are appropriate only if the reviewed firm has engaged another firm to perform its review and the

reviewing firm is a sole practitioner.

fn4 " The report of a firm that is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection."”

78


http://www.aicpa.org/prsummary

PR-C Section 220, General Principles and Responsibilities for Reviewers — Engagement Reviews

Peer Reviewer’s Responsibility

Our responsibility is to evaluate whether the engagements submitted for review were
performed and reported on in conformity with applicable professional standards in all
material respects.

An engagement review does not include reviewing the firm’s system of quality eentrel
management and compliance therewith and, accordingly, we express no opinion or any
form of assurance on that system.

Conclusion

Based on our review, nothing came to our attention that caused us to believe that the
engagements submitted for review by XYZ & Co. ™3 issued with periods ending during
the year ended June 30, 20XX, were not performed and reported on in conformity with
applicable professional standards in all material respects. Firms can receive a rating of pass,
pass with deficiency(ies), or fail. XYZ & Co. has received a peer review rating of pass.

[Name of review captain’s firm on firm-on-firm review or association-formed review team]
[or]

[Name], Review Captain [for committee-appointed review team review]

5 The report of a firm that is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection."”
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Ilustration 2 — A Reviewer’s Report on the Firm’s Conformity With Professional
Standards on Engagements Reviewed With a Peer Review Rating of Pass With Deficiencies

[Administering entity letterhead for a committee-appointed review team review, firm
letterhead for a firm-on-firm review; review captain’s firm letterhead for an association-
formed review team]

Report on the Firm’s Conformity With Professional Standards on Engagements
Reviewed ™!

[Exit Conference Date]

To the Partners of [or other appropriate terminology]l XYZ & Co. and the Peer Review
Committee of the [insert the name of the applicable administering entity]: ™2

We ™3 have reviewed selected accounting engagements of XYZ & Co. (the firm) ™* issued
with periods ending during the year ended June 30, 20XX. Our peer review was conducted
in accordance with the Standards for Performing and Reporting on Peer Reviews
established by the Peer Review Board of the American Institute of Certified Public
Accountants (Standards).

A summary of the nature, objectives, scope, limitations of, and the procedures performed
in an engagement review as described in the Standards may be found at
WWww.aicpa.org/prsummary.

Firm’s Responsibility

The firm is responsible for designing and complying with a system of quality eentrel
management and—eomplying—with—it-to provide the firm with reasonable assurance of
performing and reporting in conformity with applicable professional standards in all
material respects. The firm is also responsible for evaluating actions to promptly remediate
engagements deemed as not performed or reported on in conformity with professional

fil The report title and body should be tailored as appropriate when a single engagement is reviewed. The title should

be changed to “Report on the Firm’s Conformity With Professional Standards on an Engagement Reviewed.”

f2 " The report of a firm whose review is administered by the National Peer Review Committee should be addressed
as follows: “To the Partners of [or appropriate terminology] XYZ & Co. and the National Peer Review Committee.”

f3 " The report should use the plural we, us, and our even if the review team consists of only one person. The singular
I, me, and my are appropriate only if the reviewed firm has engaged another firm to perform its review and the

reviewing firm is a sole practitioner.

fn4 " The report of a firm that is required to be registered with and inspected by the PCAOB should be tailored here to
add “applicable to engagements not subject to PCAOB permanent inspection.”
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standards, when appropriate, and for remediating weaknesses in its system of quality
control-management, if any.

Peer Reviewer’s Responsibility

Our responsibility is to evaluate whether the engagements submitted for review were
performed and reported on in conformity with applicable professional standards in all
material respects.

An engagement review does not include reviewing the firm’s system of quality eentrel
management and compliance therewith and, accordingly, we express no opinion or any
form of assurance on that system.

Deficiencies ™ ° Identified in the Firm’s Conformity With Professional Standards on
Engagements Reviewed ™ °

We noted the following deficiencies ™7 during our review:

I. On one review engagement of a manufacturing client, we noted that the
accompanying accountant’s report was not appropriately modified when the
financial statements did not appropriately present or disclose matters in accordance
with industry standards.

2. On a review engagement, we noted that the firm failed to obtain a management
representation letter, and its working papers failed to document the matters covered
in the accountant’s inquiry and analytical procedures. These deficiencies were
identified on the firm’s previous review.

Conclusion

Because of the deficiencies previously described, we concluded that at least one but not all
of the engagements submitted for review by XYZ & Co. ™? issued with periods ending
during the year ended June 30, 20XX, were not performed and reported on in conformity
with applicable professional standards in all material respects. Firms can receive a rating
of pass, pass with deficiency(ies), or fail. XYZ & Co. has received a peer review rating of
pass with deficiencies.

5 The wording should be tailored to indicate a single deficiency, when applicable.
fn6  The wording should be tailored to indicate a single engagement reviewed, when applicable.

fn7 The deficiencies provided are examples for illustrative purposes only.

8 The report of a firm that is required to be registered with and inspected by the PCAOB should be tailored here to

add "applicable to engagements not subject to PCAOB permanent inspection."”
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[Name of review captain’s firm on firm-on-firm review or association-formed review
team|

[or]

[Name], Review Captain [for committee-appointed review team review]
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Ilustration 3 — A Reviewer’s Report on the Firm’s Conformity With Professional
Standards on Engagements Reviewed With a Peer Review Rating of Fail

[Administering entity letterhead for a committee-appointed review team review, firm
letterhead for a firm-on-firm review; review captain’s firm letterhead for an association-
formed review team]

Report on the Firm’s Conformity With Professional Standards on Engagements
Reviewed !

[Exit Conference Date]

To the Partners of [or other appropriate terminology]l XYZ & Co. and the Peer Review
Committee of the [insert the name of the applicable administering entity] ™?

We ™3 have reviewed selected accounting engagements of XYZ & Co. (the firm) ™* issued
with periods ending during the year ended June 30, 20XX. Our peer review was conducted
in accordance with the Standards for Performing and Reporting on Peer Reviews
established by the Peer Review Board of the American Institute of Certified Public
Accountants (Standards).

A summary of the nature, objectives, scope, limitations of, and the procedures performed
in an engagement review as described in the Standards may be found at
WWww.aicpa.org/prsummary.

Firm’s Responsibility

The firm is responsible for designing and complying with a system of quality eentrel
management and—eomplying—with—it-to provide the firm with reasonable assurance of
performing and reporting in conformity with applicable professional standards in all
material respects. The firm is also responsible for evaluating actions to promptly remediate
engagements deemed as not performed or reported on in conformity with professional
standards, when appropriate, and for remediating weaknesses in its system of quality
control-management, if any.

fil The report title and body should be tailored as appropriate when a single engagement is reviewed. The title should

be changed to “Report on the Firm’s Conformity With Professional Standards on an Engagement Reviewed.”

12 The report of a firm whose review is administered by the National Peer Review Committee should be addressed
as follows: “To the Partners of [or appropriate terminology] XYZ & Co. and the National Peer Review Committee.”

fn3 " The report should use the plural we, us, and our even if the review team consists of only one person. The singular
1, me, and my are appropriate only if the reviewed firm has engaged another firm to perform its review and the
reviewing firm is a sole practitioner.

fn4 " The report of a firm that is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection."”
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Peer Reviewer’s Responsibility

Our responsibility is to evaluate whether the engagements submitted for review were
performed and reported on in conformity with applicable professional standards in all
material respects.

An engagement review does not include reviewing the firm’s system of quality eentrel
management and compliance therewith and, accordingly, we express no opinion or any
form of assurance on that system.

Deficiencies ™ ° Identified in the Firm’s Conformity With Professional Standards on
Engagements Reviewed ™ °

We noted the following deficiencies ™7 during our review:

1.

Our review disclosed several failures to adhere to applicable professional standards
in reporting on material departures from generally accepted accounting principles
(GAAP) and in conforming to standards for accounting and review services.
Specifically, the firm did not disclose in certain compilation and review reports
failures to conform with GAAP in accounting for leases, in accounting for revenue
from construction contracts, and in disclosures made in the financial statements or
the notes thereto concerning various matters important to an understanding of those
statements. The compilation and review engagements were in the construction and
manufacturing industries, respectively. In addition, the firm did not obtain
management representation letters on review engagements.

During our review, we noted the firm did not modify its compilation reports on
financial statements when neither the financial statements nor the footnotes noted
that the statements were presented using a special purpose framework. This
deficiency was noted in the firm’s previous peer reviews.

In the construction industry compilation engagements that we reviewed, disclosures
of material lease obligations as required by GAAP were not included in the
financial statements, and the omissions were not disclosed in the accountant’s
reports.

During our review of the firm’s engagements to prepare financial statements, we
noted the firm did not issue a disclaimer that made clear no assurance was provided

fn5 " This wording should be tailored to indicate a single deficiency, when applicable.

6 This wording should be tailored to indicate a single engagement reviewed, when applicable.

fn7 The deficiencies provided are examples for illustrative purposes only.
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on the financial statements and also did not indicate that no assurance was provided
on each page of the financial statements.

Conclusion

Because of the deficiencies previously described, we concluded that all the engagements
submitted for review by XYZ & Co. ™# issued with periods ending during the year ended
June 30, 20XX, were not performed and reported on in conformity with applicable
professional standards in all material respects. Firms can receive a rating of pass, pass with
deficiency(ies), or fail. XYZ & Co. has received a peer review rating of fail.

[Name of review captain’s firm on firm-on-firm review or association-formed review team|
[or]

[Name], Review Captain [for committee-appointed review team review)

8 The report of a firm that is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection."”
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PR-C Section 300, General Principles and Responsibilities for
Reviewed Firms

[Paragraphs .01-.08 are unchanged.]

Licensure

09 It is the reviewed firm’s responsibility to understand and comply with its licensing
requirements. Therefore, it should be prepared to respond to the reviewer’s inquiries and requests
for documentation. This is also important for out-of-state firm and individual licenses when
licensing requirements may be more difficult to identify and understand. (Ref: par. .A3)

Written Representations

.10 Written representations should be provided to the captain on firm letterhead from members of
management of the firm whom the captain or AE believes are responsible for and knowledgeable
about, directly or through others in the firm, the matters covered in the representations, the firm,
and its system of quality eentrel-management. (Ref: par. .A43—.A54)

.11 The written representations should be in the form of a representation letter on firm letterhead,
addressed to the captain, and signed by a member of management described in paragraph .10, as
of the date of the peer review report. (Ref: par. .A65)

Cooperating and Complying With the Requirements of the Program

.12 A firm should cooperate with the reviewer, AE, and AICPA Peer Review Board (the board) in
all matters related to the program. (Ref: par. .A76— A8%)

.13 A firm should ensure its peer review is submitted in compliance with the requirements of the
program.

a. A firm is considered not cooperating and its enrollment is subject to termination from the
program for reasons including, but not limited to, the following: (Ref: par. .A8%)

1. Once the review has commenced, not responding to inquiries or providing
information necessary to ensure the review is accepted and completed

ii.  Not providing documentation including the representation letter, guality-control
deeuments;—engagement working papers, and all documentation related to
eachelements component of the firm’s system of quality eentrel-management

iii.  Not responding to matters for further consideration (MFCs) or findings for

further consideration (FFCs) timely
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1v.

V1.

vil.

viii.

iX.

Limiting access to efftees;-personnel; or other once the review has commenced
Not facilitating the arrangement for the exit conference on a timely basis
Failing to timely file a letter of response, if applicable

Failing to cooperate during oversight

Failing to timely agree to and complete required corrective actions or
implementation plans

Failing to ensure that the firm’s peer review is submitted to the AE timely

b. A firm is considered not complying with the requirements of the program and its
enrollment is subject to termination from the program for reasons including, but not limited
to, the following:

1.

11.

1il.

1v.

V1.

vil.

Withholding information significant to the peer review (Ref: par. .A98)

Failing to correct deficiencies or significant deficiencies after consecutive non-
pass (pass with deficiencies or fail) peer review reports (Ref: par. .A109)

Failing to correct deficiencies or significant deficiencies after consecutive
corrective actions required by the committee on the same peer review

Receiving a peer review report with deficiencies or significant deficiencies that
indicate the firm is so seriously deficient in its performance that the committee
believes educational and remedial corrective actions or implementation plans
would not be adequate

Failing to provide the AE with a substantive response, and the firm does not
revise its response or provides additional responses that are not substantive as
determined by the AE (Ref: par. .A1140)

Failing to provide substantive responses during the AE’s process of determining
if information provided by a firm was erroneous or omitted, which results in a
significant change in the planning, performance, evaluation of results, or peer
review report (Ref: par. . A124H)

Failing to timely notify the AE that it is performing a type of engagement or
engagement in an industry that the firm had previously represented by written
communication to the AE that it was no longer performing and had no plans to
perform, in response to a related corrective action or implementation plan and
the corrective action or implementation plan was eliminated by the AE based
on that representation

[Paragraphs .14—.15 are unchanged. ]

87



PR-C Section 300, General Principles and Responsibilities for Reviewed Firms

Reenrollment in the Program

.16 To reenroll in the program, a firm should submit a request to reenroll in the program through
an AE. If the firm was dropped or terminated from the program, the firm should address and
remediate the circumstances that caused the firm to be dropped or terminated to be considered for
reenrollment in the program. Common criteria for reenrollment include, but are not limited to,
submitting evidence to the AE or hearing panel that demonstrates the following: (Ref: par.
Al312-A1514)

a. Completion of the requested action in compliance with the requirements of the program

b. Changes in the firm’s system of quality eentrel-management (such as personnel
changes or procedural changes, methodologies to identify the complete population of
engagements performed, access to technical resources or membership in quality
centers, and voluntary changes in the practice or types of industries or engagements
performed)

c¢. Competency through completion of relevant CPE, training, or competency assessments

d. Assessment of quality in the performance of engagements through internal or external
monitoring results (such as pre-issuance reviews, post-issuance reviews, and internal
inspections that reflect that engagements are materially performed and reported on in
conformity with applicable professional standards)

[Paragraph .17 is unchanged.]
Publicizing Peer Review Results and Other Objective Information

.18 The firm should not publicize the results of the review or distribute copies of the peer review
report to its personnel, clients, or others until the date of acceptance. (Ref: par. .A16+5—-.A2120)

[Paragraphs .19-.25 are unchanged.]
Application and Other Explanatory Material
[Paragraphs .A1—.A2 are unchanged.]

Licensure (Ref: par. .09)

.A3 For purposes of out-of-state firm and individual licensure, some state boards of accountancy
may require firms to provide access to firms’ peer review results, other documents, and other
objective information through facilitated state board access (FSBA). (Ref: par. . A17-A18)

Written Representations (Ref: par. .10—.11)

[Paragraph .A3 is renumbered to paragraph .A4. The content is unchanged.]
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.A54 Members of management responsible for and knowledgeable about the required
representations normally include the managing partner and partner in charge of the firm’s system
of quality eentrel-management.

[Paragraphs .A5—.A14 are renumbered to .A6—.A15. The content is unchanged.]

Publicizing Peer Review Results and Other Objective Information (Ref: par. .18)

.A1615 The firm’s AE and AICPA staff may disclose to third parties the following information:

a.

b.

The firm’s name and address
Whether the firm is enrolled in the program

The date of acceptance and period covered by the firm’s most recently accepted peer
review

The most recent date that the firm’s enrollment in the program has been dropped or
terminated, if applicable

This information is available in the AICPA public file for all firms enrolled in the program and for
a period of 42 months after a firm is no longer enrolled.

.A17%6 The firm may authorize its AE or AICPA staff to make its peer review results available to
the public or to state boards of accountancy. Peer review results include, as applicable, the

following:

a.

b.

Peer review report
Letter of response
Acceptance letter

Letters signed by the reviewed firm indicating that the peer review documents have
been accepted with the understanding that the reviewed firm agrees to take certain
actions

Letter signed by the AE notifying the reviewed firm that certain required actions have
been completed

The authorization ordinarily occurs during the firm’s peer review scheduling process when the
firm may choose not to opt out of the program’s process for voluntary disclosure through
Faetlitated—State Board—Aeecess(FSBA). A firm may not be permitted to opt out when its
participation in FSBA is a licensing requirement in the state where its main office is located. A
Jirm may also need to comply with specific FSBA requirements in other licensing jurisdictions
where it practices.
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.A18 The firm may authorize its AE or AICPA staff to make other documents and objective
information available to state boards of accountancy through FSBA, in conjunction with peer
review results described in paragraph .A17. Objective peer review information includes, as
applicable, the following:

a. The most current peer review program enrollment or reenrollment letter (if
dated on or after January 1, 2020)

b. Firm representation to the AE that it has not performed engagements subject to
peer review in the last 12 months

c. Identification of the due date of the current peer review and due date on any
open corrective actions

d. Peer review or corrective action extension letters

e. Letter acknowledging the peer review was scheduled

f- Estimated dates of the peer review commencement and presentation to a report
acceptance body

The authorization ordinarily occurs during the firm’s peer review scheduling process when the

firm may choose not to opt out of the program’s process for voluntary disclosure through FSBA.
A firm may not be permitted to opt out of FSBA when its participation in FSBA is a licensing
requirement in the state where its main office is located. A firm may also need to comply with
specific FSBA requirements in other licensing jurisdictions where it practices.

[Paragraphs .A17—.A20 are renumbered to .A19—.A22. The content is unchanged.]
Acquisitions and Divestitures (Ref: par. .19)

.A2321 A divestiture of a portion of the practice of a reviewed firm during the year under review
may have to be reported as a scope limitation if the review team is unable to assess compliance
with the system of quality eentrel-management for reports issued under the firm’s name during
that year.

[Paragraphs .A22—.A24 are renumbered to .A24—.A26. The content is unchanged.]
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PR-C Section 310, General Principles and Responsibilities for
Reviewed Firms — System Reviews

[Paragraphs .01-.05 are unchanged.]

Requirements

Planning
.06 The firm should make the following information available to the reviewer:

a. Information regarding the firm’s audit and accounting practice for each engagement
with a period end date during the peer review year (or each financial forecast, financial
projection, or agreed-upon procedures engagement with a report dated during the peer
review year) and that was issued by the commencement date of the review to allow the
reviewer to be able to identify

1. the level of service,
ii. the number of audit or accounting hours (actual, if available, or estimated),
1ii. the engagement partner,
iv. the industry,
v. whether an engagement was an initial engagement,
vi. the office (if applicable), and

vii. whether an engagement was a must-select or must-cover engagement (if
applicable) (Ref: par. .A4)

b. A list of firm personnel (Ref: par. .A5)
c. Responses to inquiries about the areas to be addressed in the written representations
d. The firm’s prior
1. peer review report,
ii. letter of response (if applicable),
iii. letter of acceptance,

iv. findings for further consideration (FFCs) (if applicable), and
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v. representation letter
e. The firm’s quality eentrel-management documentation (Ref: par. .A6)
[Paragraphs .07—.08 are unchanged.]
Scope Limitations

.09 The firm should notify the team captain and the AE, prior to the commencement of the review,
if it intends to exclude an engagement or componentselements of the firm’s system of quality
contrel-management. This notification should indicate

a. 1its plans to exclude one or more engagements or aspects of functional areas from the
peer review selection process,

b. the reasons for the exclusion, and

c. that it is requesting a waiver from the AE for the exclusion.
Testing Compliance With the Firm’s System of Quality CoentrelManagement
[Paragraph .10 is unchanged.]
Responding to Matters, Findings, Deficiencies, and Significant Deficiencies
[Paragraphs .11—.13 are unchanged.]

.14 The firm’s responses to findings, deficiencies, or significant deficiencies should (Ref: par.
Al4-.A19)

a. include the firm’s actions taken or planned to remediate the findings or deficiencies in
the firm’s system of quality eentrel-management and nonconforming engagements, if
applicable, including

1. timing of the remediation and

ii.  additional procedures to ensure the finding or deficiency is not repeated in the
future.

b. Dbe feasible, genuine, and comprehensive.

c. be addressed to the AE’s peer review committee (committee) in a letter of response, if
applicable.

d. be dated as of the exit conference date in a letter of response, if applicable.

e. be on firm letterhead in a letter of response, if applicable.
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The reviewer should review documentation of any action taken by the firm and consider whether
the action is appropriate.

[Paragraph .15 is unchanged.]

Written Representations

.16 The firm should provide to the team captain written representations on firm letterhead for the
peer review year, dated as of the date of the peer review report, that state the following: (Ref: par.
A22-.A23)

a.

Management has fulfilled its responsibility for the design of and compliance with a
system of quality eentrel-management for our accounting and auditing practice that
provides us with reasonable assurance of performing and reporting in conformity with
applicable professional standards in all material respects. (Ref: par. .A24)

Management acknowledges its responsibility for complying with the rules and
regulations of state boards of accountancy and other regulations.

Management has disclosed to the team captain all known instances of noncompliance
or suspected noncompliance with the rules and regulations of state boards of
accountancy or other regulatory bodies, including applicable firm and individual
licensing requirements in each state in which the firm practices, for the year under
review.

Management has discussed significant issues from reports and communications from
regulatory, monitoring, and enforcement bodies with the team captain, if applicable.

Management has fulfilled its responsibility to remediate nonconforming engagements
as stated by the firm on the [Matter for Further Consideration Form, Finding for
Further Consideration Form, or Letter of Response], if applicable.

Management understands the intended uses and limitations of the quality eentrel
management materials it has developed or adopted. Management has tailored and
augmented the materials as appropriate such that the quality eentrel-management
materials encompass guidance that is sufficient to assist it in conforming with
professional standards (including the Statements on Quality CentrelManagement
Standards) applicable to its accounting and auditing practice.

Management has responded fully and truthfully to all of the team captain’s inquiries.

Management has provided the team captain with all relevant information, which
included

i. all engagements with periods ending during (or, for financial forecasts or

projections and agreed-upon procedures engagements, report dates in) the year
under review.
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ii.  all must-select engagements, as applicable.

i. Management has disclosed to the team captain if the firm performed must-select
engagements for the period covered by the peer review, and, if so, at least one of each
must-select engagement that was performed was selected and reviewed by the peer
reviewer.

Jj. Management acknowledges that failure to properly include these engagements on the
list could be deemed as failure to cooperate and may result in termination from the Peer
Review Program and, if termination occurs, may result in an investigation of a possible
violation by the appropriate regulatory, monitoring, or enforcement body.

k. Management has provided to the team captain communications or summaries of
communications from regulatory, monitoring, or enforcement bodies relating to
allegations or investigations of deficiencies in the conduct of an accounting, audit, or
attestation engagement performed and reported on by the firm, whether the matter
relates to the firm or its personnel, within three years preceding the current peer review
year-end.

[. Management has disclosed that there are no known limitations or restrictions on the
firm’s or its personnel’s ability to practice public accounting by regulatory, monitoring,
or enforcement bodies within three years preceding the current peer review year-end,
or management has included a summary of the limitations or restrictions on the firm’s
or its personnel’s ability to practice public accounting by regulatory, monitoring, or
enforcement bodies within three years preceding the current peer review year-end.

[Paragraphs .17—.18 are unchanged.]
Application and Other Explanatory Material

Scope of This Section (Ref: par. .01-.02)

[Paragraphs .A1—-.A2 are unchanged.]

Objective (Ref: par. .04)

.A3 The reviewed firm may benefit from knowing the reviewer’s objectives in conducting a system
review, which are to do the following:

a. Obtain reasonable assurance that the reviewed firm’s system of quality eentrel
management for its accounting and auditing practice has been designed and complied with
to provide the firm with reasonable assurance of performing or reporting in conformity
with the requirements of applicable professional standards in all material respects.

b. Report on the reviewed firm’s system of quality eentrel-management and communicate as
required by the Standards for Performing and Reporting on Peer Reviews (the standards)
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established by the Peer Review Board of the American Institute of Certified Public
Accountants, in accordance with the reviewer’s conclusions.

Planning (Ref: par. .06-.07)
[Paragraphs .A4— A5 are unchanged.]

A6 Quality eentrel—management documentation wil—tikely—includes established quality
objectives, identification and assessment of risks to achievement of the quality objectives, the
design and implementation of responses to address the quality risks, and firm management’s (at
least annual) evaluation of the firm’s system of quality management. tThe firm’s gquality
eontreldocumentation will likely provide; evidence of the performance of the firm’s monitoring
and remediation procedures,—and CPE documentation, ameng—and other support for other
components of the firm’s system of quality managementdocuments. Upon reviewing such
documentation, the reviewer may determine that the firm’s current-year teraal-monitoring and
remediation procedures could enable the reviewer to reduce the extent of the peer review
procedures.

.A7 To obtain an understanding of the firm’s accounting and auditing practice and system of
quality eentrel-management, the reviewer will do the following:

a. Inquire of appropriate management and other personnel.
b. Review the firm’s internal policies and procedures.

c. Review the firm’s quality eentrel-management documentation as described in
paragraph .A6.

d. Inquire of the firm regarding componentselements of the system of quality eentrel
management residing outside of the firm. (Ref: par. .A8H)

e. Complete the applicable quality eentrel-management checklists.

.A8 Examples of componentselements that could reside outside of the firm include, but are not
limited to, membership in associations, joint ventures, non-CPA-owned entities, alternative
practice structures, arrangements with outside consultants, third-party quality eentrel
management materials, or CPE.

Engagement Selection (Ref: par. .08)

.A9 To obtain reasonable assurance that the firm is complying with its quality eentrelmanagement
policies and procedures and applicable professional standards, the reviewer will review a
reasonable cross section of the firm’s accounting and auditing engagements, with greater emphasis
on those portions of the practice with higher combined assessed levels of inherent and control risk.

Testing Compliance With the Firm’s System of Quality CentrelManagement (Ref: par. .10)

95



PR-C Section 310, General Principles and Responsibilities for Reviewed Firms — System Reviews

.A10 To test the firm’s compliance with its system of quality eentrel-management and applicable
professional standards, the reviewer will do the following:

a. Review and evaluate highest-risk areas on selected engagements, including accounting
and auditing documentation, and reports.

b. Interview firm personnel at various levels to assess their understanding of, and
compliance with, the firm’s system of quality eentrel-management.

c. Review evidence to determine whether the firm has complied with its policies and
procedures for each elementcomponent of its system of quality eentrel-management,
which may include evidence since the previous peer review. (Ref: par. .A28 of section
210)

d. Review other evidence as appropriate. (Ref: par. .A29-.A30 of section 210)
e. Complete the applicable quality eentrel-management checklists.
[Paragraphs .A11-.A12 are unchanged.]

Responding to Matters, Findings, Deficiencies, and Significant Deficiencies (Ref: par. .11-
15)

[Paragraph .A13 is unchanged.]

.A14 The purpose of the firm’s response on the FFC form or in the letter of response is for a firm
to document the specific actions that will be taken to correct findings, deficiencies, or significant
deficiencies identified by the reviewer and to enhance the firm’s current system of quality eentrel
management.

[Paragraphs .A15—.A19 are unchanged.]

.A20 If the firm is unable to determine appropriate remediation of weaknesses in its system of
quality eentrel-management and nonconforming engagements, if applicable, prior to the exit
conference, the firm’s response may indicate interim steps that have been taken and confirm its
intent to remediate when an appropriate response is determined. In these situations, the RAB
considering the review will ordinarily assign an implementation plan or corrective action for the
firm to provide its final remediation.

[Paragraph .A21 is unchanged.]
Written Representations (Ref: par. .16—-.17)
[Paragraphs .A22— A23 are unchanged.]

.A24 Representation by management that it has fulfilled its responsibility for the design of and
compliance with its system of quality management for its accounting and auditing practice may
be tailored when any indication exists that management misunderstands those responsibilities
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or changes in circumstances make it appropriate to tailor the representation. For example, when
a firm has received a non-pass report rating, it may be appropriate to tailor this representation
to state, “Management acknowledges and understands its responsibility for designing and
complying with a system of quality management for our accounting and auditing practice that
provides us with reasonable assurance of performing and reporting in conformity with
applicable professional standards in all material respects.”

Subsequent Events (Ref: par. .18)

[Paragraphs .A24—.A25 are renumbered to .A25—-.A26. The content is unchanged.]
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Exhibit A — Illustrative Representation Letter

.A2726 The following illustrative letter includes written representations that are required by
paragraphs .16 and .17 of this PR-C section. The firm may tailor the language in this illustration
and refer to attachments to the letter as long as adequate representations pertaining to the matters
previously discussed, as applicable, are included to the satisfaction of the team captain.

[Entity Letterhead]
[Date]
To [Name of Team Captain]:

We are providing this letter in connection with the peer review of the system of quality
eontrelmanagement for the accounting and auditing practice of [name of firm] [applicable
to engagements not subject to PCAOB permanent inspection (if applicable)™ '] as of the
date of this letter and for the year ended June 30, 20XX.

Management has fulfilled its responsibility for the design of and compliance with a system
of quality eentrel-management for our accounting and auditing practice that provides us
with reasonable assurance of performing and reporting in conformity with applicable
professional standards in all material respects./” 2

We understand that we are responsible for complying with the rules and regulations of state
boards of accountancy and other regulators. We have [no knowledge of][disclosed to you
all known] situations in which [rame of firm] or its personnel have not complied with the
rules and regulations of state board(s) of accountancy or other regulatory bodies, including
applicable firm and individual licensing requirements in each state in which it practices for
the year under review.

We have provided to the team captain a list of all engagements with periods ending during
(or, for financial forecasts or projections and agreed-upon procedures engagements, report
dates in) the year under review, regardless of whether issued as of the date of this letter.
This list appropriately identified and included, but was not limited to, all engagements
performed under Government Auditing Standards, including compliance audits under the
Single Audit Act, audits of employee benefit plans, audits performed under FDICIA, and
examinations of service organizations (SOC 1% and SOC 2® engagements), as applicable.
We understand that failure to properly include engagements subject to the scope of the peer
review could be deemed as failure to cooperate. We also understand this may result in
termination from the Peer Review Program and, if termination occurs, may result in an

fn 1 The representation letter of a firm who is required to be registered with and inspected by the PCAOB should be
tailored here to add "applicable to engagements not subject to PCAOB permanent inspection."

/12 The representation by management regarding its responsibility for designing and complying with its system of
quality management may be tailored according to paragraph .A24 when any indication exists that management
misunderstands those responsibilities or changes in circumstances make it appropriate to tailor the
representation.
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investigation of a possible violation by the appropriate regulatory, monitoring, and
enforcement body.

We have completed the following must-select engagements and issued their respective
reports. To the best of our knowledge and belief, the peer review team has selected and
reviewed at least one of each category:

1. Engagements performed under Government Auditing Standards

2. Compliance audits under the Single Audit Act

3. Audits of employee benefit plans

4. Audits performed under FDICIA

5. Examinations of service organizations (SOC 1 and SOC 2 engagements)]

[We confirm that it is our responsibility to remediate nonconforming engagements as stated
by the firm in the [Matter for Further Consideration, Finding for Further Consideration, or
Letter of Response (as applicable)]].

We have discussed significant issues from reports and communications from regulatory,
monitoring, and enforcement bodies with the team captain, if applicable. We have also
provided the team captain with any other information requested, including communications
or summaries of communications from regulatory, monitoring, or enforcement bodies
relating to allegations or investigations of deficiencies in the conduct of an accounting,
audit, or attestation engagement performed and reported on by the firm, whether the matter
relates to the firm or its personnel, within three years preceding the current peer review
year-end. We confirm, to the best of our knowledge and belief, that there are no known
restrictions or limitations on the firm’s or its personnel’s ability to practice public
accounting by regulatory, monitoring, or enforcement bodies within three years preceding
the current peer review year-end.

We understand the intended uses and limitations of the quality eentrel-management
materials we have developed or adopted. We have tailored and augmented the materials as
appropriate such that the quality eentrel-management materials encompass guidance that
is sufficient to assist us in conforming with professional standards (including the
Statements on Quality CentrelManagement Standards) applicable to our accounting and
auditing practice in all material respects.

Sincerely,
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[Name of Reviewed Firm Representative(s)] 32

32 Firm representatives are members of management, as described in paragraph .10 in section 300, General
Principles and Responsibilities for Reviewed Firms.
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Exhibit B — Illustrative Examples of a Firm’s Letter of Response

.A2827 This exhibit contains various illustrations of a firm’s letter of response to a peer review
report rating of pass with deficiencies or fail (system reviews).

Ilustration 1 — A Firm’s Letter of Response to a Report on the Firm’s System of Quality
CeontrelManagement With a Peer Review Rating of Pass With Deficiencies

Ilustration 2 — A Firm’s Letter of Response to a Report on the Firm’s System of Quality
ContrelManagement With a Peer Review Rating of Pass With Deficiencies With a Scope
Limitation

Ilustration 3 — A Firm’s Letter of Response to a Report on the Firm’s System of Quality
ContrelManagement With a Peer Review Rating of Fail

Hlustration 4 — A Firm’s Letter of Response to a Report on the Firm’s System of Quality
ContrelManagement With a Peer Review Rating of Fail With a Scope Limitation
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Ilustration 1 — A Firm’s Letter of Response to a Report on the Firm’s System of Quality
ContrelManagement With a Peer Review Rating of Pass With Deficiencies

[Reviewed firm’s letterhead]

[Date of the report]

[Addressed to the peer review committee of the administering entity] ™

Ladies and Gentlemen:

This letter represents our ™2 response to the report issued in connection with the peer

review of the firm’s system of quality eentrel-management for the accounting and auditing
practice in effect for the year ended [peer review year-end date]. The remedial actions
discussed in this letter will be monitored to ensure that they are effectively implemented as
part of our system of quality eentrel-management.

1.M3  The firm modified its quality eentrel-management policies and procedures to
include monitoring of firm personnel’s compliance with regulatory and
organization membership requirements. The importance of meeting these CPE
requirements was discussed in a recent training session held in connection with a
recent firm-wide staff meeting. Additionally, the training session included
sufficient Yellow Book CPE such that all firm personnel have met the regulatory
requirements. The impact to the Yellow Book audits of failure to take sufficient
CPE timely is currently being discussed with the Government Accountability
Office (GAO) and the firm will remediate as necessary based on that discussion.

2. In addition, at that training session, the importance of proper use of the firm’s
checklists appropriate to the industry of the engagement being performed was
discussed. We discussed the proper resolution of points or topics unfamiliar to the
individual completing the checklist or those reviewing its completion. The firm’s
CPE plan for partners and managers now includes annual updates on industry-
specific issues. The omitted procedures have been performed.

These remedial actions will also be emphasized in our monitoring procedures and internal
inspection.

We believe these actions are responsive to the deficiencies noted on the review.

il The response of a firm whose review is administered by the National Peer Review Committee should be addressed
as follows: “To the National Peer Review Committee.”

12 The response should use the singular Z, me, and ny only when the reviewed firm is a sole practitioner.

f3 " The numbering of responses to coincide with the numbered comments in the report is optional.
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Sincerely,

[Name(s) of reviewed firm representative(s)] ™*

fn4 These are members of management as described in paragraph .25 of section 200, General Principles and
Responsibilities for Reviewers.
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Ilustration 2 — A Firm’s Letter of Response to a Report on the Firm’s System of Quality
ContrelManagement With a Peer Review Rating of Pass With Deficiencies With a Scope
Limitation

[Reviewed firm’s letterhead]

[Date of the report]

[Addressed to the peer review committee of the administering entity] ™!

Ladies and Gentlemen:

This letter represents our ™2 response to the report issued in connection with the peer

review of the firm’s system of quality eentrel-management for the accounting and auditing
practice in effect for the year ended [peer review year-end date].

1.3 Due to circumstances that we deemed appropriate, we notified the peer reviewer

that he would be unable to select our only audit subject to Government Auditing
Standards in the peer review. This was an initial engagement and an engagement
performed under Government Auditing Standards, so there were no previous audits
for the reviewer to select. We have considered the consequences of noncompliance
related to this matter. We understand that, until our firm’s most recently completed
peer review includes selection of an engagement performed under Government
Auditing Standards, our audit reports for such engagements will need to include an
exception regarding our lack of compliance with peer review requirements.

We believe these actions are responsive to the deficiencies noted on the review.
Sincerely,

[Name(s) of reviewed firm representative(s)] ™*

il The response of a firm whose review is administered by the National Peer Review Committee should be addressed

as follows: “To the National Peer Review Committee.”
2 The response should use the singular I, me, and ny only when the reviewed firm is a sole practitioner.
f3 " The numbering of responses to coincide with the numbered comments in the report is optional.

fn4  These are members of management as described in paragraph .25 of section 200.
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Ilustration 3 — A Firm’s Letter of Response to a Report on the Firm’s System of Quality
ContrelManagement With a Peer Review Rating of Fail

[Reviewed firm’s letterhead]

[Date of the report]

[Addressed to the peer review committee of the administering entity] ™

Ladies and Gentlemen:

This letter represents our ™2 response to the report issued in connection with the peer review

of the firm’s system of quality eentrel-management for the accounting and auditing
practice in effect for the year ended [peer review year-end date]. The firm is committed to
providing clear, consistent, and frequent actions and messages from all levels of the firm’s
management to emphasize the firm’s commitment to quality. The remedial actions
discussed in this letter will be monitored to ensure that they are effectively implemented as
part of our system of quality eentrel-management.

1.M3  The firm modified its quality eentrel-management policies and procedures to
require the following:

a. Use of practice aids to document procedures performed to assess
competency for undertaking new engagements. The practice aid is designed
to ensure that the firm (1) is competent to perform the engagement and has
the capabilities, including time and resources, to do so; (2) can comply with
legal and relevant ethical requirements; and (3) has considered the integrity
of the client.

b. Inclusion of a CPE plan for obtaining relevant training to prepare for
engagements in new industries or service areas in the client acceptance file.

2. The firm has recalled the audit report for the employee benefit plan audit and has
hired a third party to perform a pre-issuance review prior to reissuing our report.

3. We have joined the AICPA Governmental Audit Quality Center and Employee
Benefit Plan Audit Quality Center. The firm modified its quality eentrel
management policies and procedures to require personnel that perform
engagements in these specialized areas to attend at least eight hours of CPE

il The response of a firm whose review is administered by the National Peer Review Committee should be addressed
as follows: “To the National Peer Review Committee.”

12 The response should use the singular , me, and ny only when the reviewed firm is a sole practitioner.

f3 " The numbering of responses to coincide with the numbered comments in the report is optional.
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annually in the specialized areas. We are committed to promptly completing our
evaluation of the audit engagements, including whether audited financial
statements should be recalled and reissued to include the omitted disclosures. The
omitted procedures will be performed and documentation will be added in a memo
to the engagement files of the audit performed under Government Auditing
Standards and the audits in other industries identified as not in conformity with
professional standards.

4. The firm’s system of quality eentrel-management was modified to include
monitoring procedures to provide it with reasonable assurance that the firm’s
policies and procedures relating to the system of quality eentrel-management are
relevant, adequate, and operating effectively. Specifically, the firm will monitor
compliance with all funetional-areascomponents of the system and will perform
annual inspections on a sample of engagements. We intend to hire a Quality
ContrelManagement Director who will be responsible for developing and
implementing our monitoring and #speetion-remediation procedures.

The results of our peer review will be discussed in a firm-wide meeting to be held on [date
of meeting], and an emphasis on quality will be reinforced with all engagement partners
and their teams.

We believe these actions are responsive to the deficiencies noted on the review.
Sincerely,

[Name(s) of reviewed firm representative(s)] ™*

fn4  These are members of management as described in paragraph .25 of section 200.
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Ilustration 4 — A Firm’s Letter of Response to a Report on the Firm’s System of Quality
ContrelManagement With a Peer Review Rating of Fail With a Scope Limitation

[Reviewed firm’s letterhead]

[Date of the report]

[Addressed to the peer review committee of the administering entity] ™

Ladies and Gentlemen:

This letter represents our ™2 response to the report issued in connection with the peer review

of the firm’s system of quality eentrel-management for the accounting and auditing
practice in effect for the year ended [peer review year-end date].

We notified our peer reviewer that he would be unable to review the engagements
performed by one of our firm’s four offices that divested from our firm during the peer
review year. We have considered the consequences of this scope limitation on the results
of our peer review.

1.™3  The firm’s monitoring procedures were modified to provide it with reasonable
assurance that the firm’s policies and procedures are relevant, adequate, and
operating effectively. Specifically, the firm will monitor compliance with relevant
ethical considerations and perform annual testing of a sample of personnel
independence confirmations. We have contacted our attorney, clients, and
applicable regulatory bodies to discuss the impact of the independence violations
and will remediate the engagements as required by professional standards.

2. The firm has contacted two other accounting firms with expertise in Employee
Retirement Income Security Act (ERISA) audits. We have implemented a plan for
consultation with these firms for guidance in situations with which we are
unfamiliar. We have also joined the AICPA Employee Benefit Plan Audit Quality
Center. The omitted procedures will be performed and documentation will be added
in a memo to the engagement file. We will engage one of the accounting firms to
review the engagement working papers prior to finalizing the memo and to perform
engagement quality eentrel-reviews of future employee benefit plan audits.

3. We have purchased practice aids that are specific to the industries of our clients and
have instructed staff and partners on their use. At our next staff meeting on [date of
meeting], we will emphasize the importance of proper use of the firm’s practice
aids. We will also discuss the proper resolution of points or topics unfamiliar to the

il The response of a firm whose review is administered by the National Peer Review Committee should be addressed
as follows: “To the National Peer Review Committee.”

12 The response should use the singular , me, and ny only when the reviewed firm is a sole practitioner.
f3 " The numbering of responses to coincide with the numbered comments in the report is optional.
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individual completing the checklist or those reviewing its completion. The firm’s
CPE plan for partners and managers now includes annual updates on the firm’s
expectations for performing and documenting audit planning considerations.

The firm is committed to strengthening its monitoring policies and procedures. We have
acquired quality eentrel-management materials to guide the firm, and supervision of the
monitoring process has been assigned to a partner. Additionally, outside assistance (as
previously mentioned) has been sought, and these individuals will be available for
consultation and guidance.

We believe these actions are responsive to the deficiencies noted on the review.
Sincerely,

[Name(s) of reviewed firm representative(s)] ™*

fn4  These are members of management as described in paragraph .25 of section 200.
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PR-C Section 320, General Principles and Responsibilities for
Reviewed Firms — Engagement Reviews

[Paragraphs .01—.15 are unchanged.]

Written Representations

.16 The firm should provide to the review captain written representations on firm letterhead for
the peer review year, dated as of the date of the peer review report, that state the following: (Ref:
par. .A16—.A18)

a.

Management has fulfilled its responsibility for the design of and compliance with a
system of quality eentrelmanagement for our accounting practice that provides us with
reasonable assurance of performing and reporting in conformity with applicable
professional standards in all material respects. (Ref: par. .A19)

Management acknowledges its responsibility for complying with the rules and
regulations of state boards of accountancy and other regulations.

Management has disclosed to the review captain all known instances of noncompliance
or suspected noncompliance with the rules and regulations of state boards of
accountancy or other regulatory bodies, including applicable firm and individual
licensing requirements through the issuance dates of the reviewed engagements in each
state in which the firm practices for the year under review.

Management has discussed significant issues from reports and communications from
regulatory, monitoring, and enforcement bodies with the team captain, if applicable.

Management has fulfilled its responsibility to remediate nonconforming engagements
as stated by the firm on the relevant form, if applicable.

Management understands the intended uses and limitations of the quality eentrel
management materials it has developed or adopted. Management has tailored and
augmented the materials as appropriate such that the quality eentrel-management
materials encompass guidance that is sufficient to assist it in conforming with
professional standards (including the Statements on Quality CentrelManagement
Standards) applicable to its accounting and auditing practice.

Management has responded fully and truthfully to the review captain’s inquiries.

Management has provided the review captain with all relevant information including
all engagements with periods ending during (or, for financial forecasts or projections
and agreed-upon procedures engagements, report dates in) the year under review.

Management has disclosed to the review captain that the firm did not perform any
engagements under the Statements on Auditing Standards (SASs) or Government
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Auditing Standards, examinations under the SSAEs, or audits or examinations
engagements—under the Public Company Accounting Oversight Board (PCAOB)
standards that are not subject to PCAOB permanent inspection.

j. Management acknowledges that failure to properly include these engagements on the
list could be deemed as failure to cooperate and may result in termination from the Peer
Review Program and, if termination occurs, may result in an investigation of a possible
violation by the appropriate regulatory, monitoring, or enforcement body.

k. Management has provided to the review captain communications or summaries of
communications from regulatory, monitoring, or enforcement bodies relating to
allegations or investigations of deficiencies in the conduct of an accounting or
attestation engagement performed and reported on by the firm, whether the matter
relates to the firm or its personnel, within three years preceding the current peer review
year-end.

[.  Management has disclosed that there are no known limitations or restrictions on the
firm’s or its personnel’s ability to practice public accounting by regulatory, monitoring,
or enforcement bodies within three years preceding the current peer review year-end,
or management has included a summary of the limitations or restrictions on the firm’s
or its personnel’s ability to practice public accounting by regulatory, monitoring, or
enforcement bodies within three years preceding the current peer review year-end.

[Paragraphs .17—.19 are unchanged.]
Application and Other Explanatory Material

[Paragraphs .A1—.A4 are unchanged.]

.AS The objective of the engagement selection requirements is to select ene-engagementfor-each
engagementpartner-and-one engagement from each level of service listed in paragraph .A3a for
the firm, including one engagement for each engagement partner. Review captains will not select
more engagements than necessary to meet this objective.

[Paragraphs .A6—.A15 are unchanged.]
Written Representations (Ref: par. .16—.17)
[Paragraphs .A16—.A18 are unchanged.]

.A19 Representation by management regarding its responsibility for designing and complying
with its system of quality management for its accounting and auditing practice may be tailored
when any indication exists that management misunderstands those responsibilities or changes
in circumstances make it appropriate to tailor the representation. For example, when a reviewer
becomes aware that the reviewed firm has not designed or implemented or is not operating a
system of quality management, it may be appropriate to tailor this representation to state,
“Management acknowledges and understands its responsibility for designing and complying
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with a system of quality management for our accounting and auditing practice that provides us
with reasonable assurance of performing and reporting in conformity with applicable
professional standards in all material respects.”

Exhibit A — Illustrative Representation Letter

A2019 The following illustrative letter includes written representations that are required by
paragraphs .16 and .17 of this PR-C section. The firm may tailor the language in this illustration
and refer to attachments to the letter as long as adequate representations pertaining to the matters
previously discussed, as applicable, are included to the satisfaction of the review captain.

[Entity Letterhead)
[Date of the Report]
To [Name of Review Captain]:

We are providing this letter in connection with the peer review of [name of firm]
[applicable to engagements not subject to PCAOB permanent inspection (if applicable)™
11 as of the date of this letter and for the year ended June 30, 20XX.

Management has fulfilled its responsibility for the design of and compliance with a system
of quality eentrelmanagement for our accounting practice that provides us with reasonable
assurance of performing and reporting in conformity with applicable professional standards
in all material respects./" 2

We understand that we are responsible for complying with the rules and regulations of state
boards of accountancy and other regulators. We have [no knowledge of][disclosed to you
all known] situations in which [rame of firm] or its personnel have not complied with the
rules and regulations of state board(s) of accountancy or other regulatory bodies, including
applicable firm and individual licensing requirements through the issuance dates of the
reviewed engagements in each state in which it practices for the year under review.

We have provided to the review captain a list of all engagements with periods ending
during (or, for financial forecasts or projections and agreed-upon procedures engagements,
report dates in) the year under review, regardless of whether issued. This list included, but
was not limited to, all engagements performed under Government Auditing Standards,
audits of employee benefit plans, audits performed under FDICIA, and examinations of
service organizations (SOC 1® and SOC 2® engagements), as applicable. The firm does not
perform engagements under the Statements on Auditing Standards (SASs) or Government
Auditing Standards, examinations under the Statements on Standards for Attestation

fn 1 The representation letter of a firm who is required to be registered with and inspected by the PCAOB should be
tailored here to add "applicable to engagements not subject to PCAOB permanent inspection."

112 The representation by management regarding its responsibility for designing and complying with its system of
quality management may be tailored according to paragraph .A19 when any indication exists that management
misunderstands those responsibilities or changes in circumstances make it appropriate to tailor the
representation.
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Engagements (SSAEs), or audit or examination engagements under Public Company
Accounting Oversight Board (PCAOB) standards that are not subject to permanent
inspection by the PCAOB. We understand that failure to properly include these
engagements on the list could be deemed as failure to cooperate. We also understand this
may result in termination from the Peer Review Program and, if termination occurs, may
result in an investigation of a possible violation by the appropriate regulatory, monitoring,
and enforcement body.

[We confirm that it is our responsibility to remediate nonconforming engagements as stated
by the firm in the Letter of Response (if applicable).]

We have discussed significant issues from reports and communications from regulatory,
monitoring, and enforcement bodies with the review captain, if applicable. We have also
provided the review captain with any other information requested, including
communications or summaries of communications from regulatory, monitoring, or
enforcement bodies relating to allegations or investigations of deficiencies in the conduct
of an accounting, audit, or attestation engagement performed and reported on by the firm,
whether the matter relates to the firm or its personnel, within three years preceding the
current peer review year-end. We confirm that, to the best of our knowledge and belief,
there are no known restrictions or limitations on the firm’s or its personnel’s ability to
practice public accounting by regulatory, monitoring, or enforcement bodies within three
years preceding the current peer review year-end.

We understand the intended uses and limitations of the quality eentrel-management
materials we have developed or adopted. We have tailored and augmented the materials as
appropriate such that the quality eentrel-management materials encompass guidance that
is sufficient to assist us in conforming with professional standards (including the
Statements on Quality CentrelManagement Standards) applicable to our accounting
practice in all material respects.

Sincerely,

[Name of Reviewed Firm Representative(s)] ™3

fn32-Firm representatives are members of management as described in paragraph .10 of section 300, General
Principles and Responsibilities for Reviewed Firms.
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Exhibit B— Illustrative Example of a Firm’s Letter of Response

[Paragraph .A20 is renumbered to .A21. The content of exhibit B is unchanged.]
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PR-C Section 400, General Principles and Administration
Responsibilities

[Paragraphs .01-.07 are unchanged. ]

Publicizing Peer Review Results and Other Objective Information

.08 Except as authorized by the reviewed firm, individuals involved in the administration of the
program should disclose only the following information regarding a reviewed firm: (Ref: par. .Al
and .A11-.A1413)

a.

b.

The firm’s name and address
Whether the firm is enrolled in the program

The date of acceptance and the period covered by the firm’s most recently accepted peer
review

The most recent date the firm’s enrollment in the program has been dropped or terminated,
if applicable

[Paragraphs .09—.14 are unchanged.]

CPA on Staff

Qualifications

.15 The CPA on staff should

a.

b.

be licensed to practice as a CPA.
be knowledgeable about the standards, administrative requirements, and processes.

possess relevant audit experience and current knowledge of professional standards
applicable to the reviews being administered.

understand the significance of technical issues and the impact on reviews.

obtain at least 48 hours of CPE every 3 years in subjects relating to accounting, auditing,
and quality eentrel-management with a minimum of 8 hours in any 1 year.

complete CPA-on-staff training that meets the requirements established by the board.
be proficient with technology to effectively manage the program.

agree to confidentiality and conflict-of-interest requirements of the program.
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[Paragraphs .16—.20 are unchanged.]

Report Acceptance Body

Qualifications

.21 A RAB member should

a.

b.

e.

A

be a member of the AICPA in good standing, licensed to practice as a CPA.

be currently involved in public practice as a partner, manager, or person with equivalent
responsibilities in the accounting or auditing practice or carrying out a quality eentrel
management function in the member’s firm. (Ref: par. .A2423)

have spent the last five years in the practice of public accounting in the accounting or
auditing function.

be employed by or be an owner of a firm that has received a report with a peer review
rating of pass or pass with scope limitations for its most recent peer review. The report
should have been accepted timely. (Ref: par. .A2524— A2625)

complete RAB member training that meets the requirements established by the board.

agree to confidentiality and conflict-of-interest requirements of the program.

[Paragraphs .22—.24 are unchanged. ]

.25 If a RAB meeting includes a third party to meet the requirement for must-select experience
discussed in paragraph .24, that individual should meet the following qualifications:

da.

d.

Be a member of the AICPA in good standing, licensed to practice as a CPA, and employed
by or an owner of a firm enrolled in the program.

Be currently involved in public practice in the must-select engagements as a partner,
manager, or person with equivalent supervisory responsibilities or carrying out a quality
contrel-management function in the individual’s firm.

Be employed by or an owner of a firm that has received a report with a peer review rating
of pass or pass with scope limitations for its most recent system review. The report should
have been accepted timely. (Ref: par. .A3029)

Agree to confidentiality and conflict-of-interest requirements of the program.

[Paragraphs .26—.36 are unchanged.]

.37 After evaluation, the firm should be referred to the committee or board if any of the following

apply:
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a. It is evident the firm did not implement the actions in its letters of response or complete
corrective actions required to date.
b. Deficiencies in previous peer reviews are repeated in the current peer review.
c. The firm has not made attempts to appropriately design or comply with its system of quality
control-management.
(See appendix A.)

[Paragraphs .38—.44 are unchanged.]

Technical Reviewer

Qualifications

.45 A technical reviewer should

a.

b.

be a member of the AICPA in good standing, licensed to practice as a CPA.

complete initial and ongoing peer review captain training that meets the requirements
established by the board within 12 months preceding the commencement of the technical
review. (Ref: par. .A4140)

have an appropriate level of accounting and auditing knowledge and experience suitable
for the work performed. (Ref: par. .A424+)

complete initial technical reviewer training that meets the requirements established by the
board within 12 months before serving as a technical reviewer and complete or attend one
of the following every calendar year thereafter:

i. A technical reviewer update training course developed by the AICPA
ii. The annual AICPA peer review conference

obtain at least 48 hours of AICPA-required CPE every 3 years in subjects relating to
accounting, auditing, and quality eentrel-management, with a minimum of 8 hours in any
I year.

obtain at least 8 hours of CPE every 2 years in subjects related to single audits, if
performing the technical review of a peer review that includes single audit engagements.

complete technical reviewer training specifically for single audit engagements prior to
performing the technical reviewer’s first technical review of peer review documents for a
single audit engagement. (Ref: par. .A4342)

annually participate in a peer review that is equivalent to the highest level of technical
review performed. Participation includes the following: (Ref: par. .A4443)
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i. Reviewing and discussing the planning and scope of the peer review with the
captain
ii. Reviewing the engagement checklists completed by the review team

iii. Attending meetings or participating in conference calls between the reviewer and
reviewed firm to discuss issues encountered during the peer review

iv. Attending the closing meeting and the exit conference

[Paragraphs .46—.54 are unchanged.]
Application and Other Explanatory Material

[Paragraphs .A1-.A10 are unchanged.]
Publicizing Peer Review Results and Other Objective Information (Ref: par. .08—.09)

.Al1 A firm may be a voluntary member of one of the AICPA’s audit quality centers or sections
that requires, as a condition of membership, that certain peer review documents be open to public
inspection. Other firms may voluntarily instruct their AEs to make the peer review results available
to certain other state boards of accountancy. In these cases, the firm permits the AEs to make its
peer review results available to the public or to state boards of accountancy. Peer review results
include, as applicable, the following:

a. Peer review report
b. Letter of response
c. Acceptance letter

d. Letters acknowledged by the reviewed firm indicating that the peer review documents have
been accepted with the understanding that the reviewed firm agrees to take certain actions

e. Letters notifying the reviewed firm that certain required actions have been completed

The authorization ordinarily occurs during the firm’s peer review scheduling process when the

firm may choose not to opt out of the program’s process for voluntary disclosure through
facilitated state board access (FSBA). A firm may not be permitted to opt out when its
participation in FSBA is a licensing requirement in the state where its main office is located. A
Jirm may also need to comply with specific FSBA requirements in other licensing jurisdictions
where it practices.

.AI2 The firm may authorize its AE or AICPA staff to make other documents and objective
information available to state boards of accountancy through FSBA, in conjunction with peer
review results described in paragraph .A1l. Objective peer review information includes, as
applicable, the following:
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a. The most current peer review program enrollment or reenrollment letter (if dated on or
after January 1, 2020)

b. Firm representation to the administering entity that it has not performed engagements
subject to peer review in the last 12 months

c. Identification of the due date of the current peer review and due date on any open
corrective actions

d. Peer review or corrective action extension letters

e. Letter acknowledging the peer review was scheduled

f- Estimated dates of the peer review commencement and presentation to a RAB

The authorization ordinarily occurs during the firm’s peer review scheduling process when the

firm may choose not to opt out of the program’s process for voluntary disclosure through FSBA.
A firm may not be permitted to opt out of FSBA when its participation in FSBA is a licensing
requirement in the state where its main office is located. A firm may also need to comply with
specific FSBA requirements in other licensing jurisdictions where it practices.

[Paragraphs .A12—.A46 are renumbered to .A13—.A47. The content is unchanged.]

Exhibit A — Example Familiarity Threat Policies and Procedures

[Paragraph .A47 is renumbered to .A48. The content in exhibit A is unchanged.]

Appendix A — Failure to Cooperate or Comply With the
Requirements of the Program Referral Responsibilities

[Paragraph .A48 is renumbered to .A49. The content is unchanged.]

[Paragraphs .01-.02 in appendix A are unchanged.]

Failure of a Firm to Comply With the Report Acceptance Body | Peer Review
Requirements of the Program Responsibility Committee
Responsibility

.03 Not providing documentation including but
not limited to the representation letter;-quality
control-documents, engagement working papers,
and all documentation related to each
elementscomponent of the firm’s system of
quality eentrel-management

Referral to board hearing | No action
panel must be supported required.
by simple majority vote.
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[Paragraphs .04—.19 in appendix A are unchanged.]
Appendix B — Disagreements
[Paragraph .A49 is renumbered to .A50. The content in appendix B is unchanged.]

Appendix C — Considerations for the Recall of Peer Review
Documents

[Paragraph .A50 is renumbered to .A51. The content in appendix C is unchanged.]
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PR-C Section 410, The Report Acceptance Process

[Paragraphs .01-.04 are unchanged.]

Technical Reviewer’s Evaluation of System Reviews

.05 The evaluation of a system review should include consideration of the following (as
applicable):

a.

b.

Peer review report and letter of response

Firm representation letter

Summary Review Memorandum

Scope and results of engagements selected for review
Matters for further consideration (MFCs)

Findings for further consideration (FFCs)

Disposition of Matters for Further Consideration (DMFC)
Oversight report

The engagement profile and the supplemental peer review checklist for single audits, which
includes the explanation of “no” answers and other comments (Ref: par. .A1)

Quality management checklists and eExplanation of any “no” answers foer-quality-control
cheekhists

The firm’s prior
1. peer review report and letter of response,
ii. FFCs,
iii. firm representation letter, and

iv. letters detailing required corrective actions or implementation plans

. Any other information that may affect the evaluation or results of the review

m. In addition to consideration of (a)—(/), for reviews administered by the National Peer

Review Committee,

1. engagement checklists, and
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sl L eheckdists_and

11. staff or focus group interviews

[Paragraphs .06—.10 are unchanged.]

RAB Peer Review Evaluation

.11 The AE should provide meeting materials to RAB members at least seven days in advance of
the date of the RAB meeting in order to allow every RAB member adequate time to read the
documents and be prepared to discuss the reviews being considered for acceptance. At a minimum,
the following documents, if applicable, should be included to assist the RAB in its evaluation:
(Ref: par. .A4—.A65)

a.

b.

Peer review report and letter of response
Firm representation letter

Summary Review Memorandum or Review Captain Summary (for system or engagement
reviews, respectively)

Scope and results of engagements selected for review
MFCs

FFCs

DMEFC

Oversight report

The technical reviewer’s summary and recommendations (which may be documented in
the technical reviewer’s checklist)

The firm’s prior
i.  peer review report and letter of response,
ii. FFCs,
iii.  firm representation letter, and

iv.  letters detailing required corrective actions-ertmplementationplans

.12 The RAB’s evaluation of each peer review presented for acceptance, including those on the
consent agenda, includes consideration of the technical reviewer’s recommendations and the
following: (Ref: par. . A76—.A8%)
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a. Whether the review was performed and reported in accordance with the standards (See
section 210 or section 220 for specific requirements.)

b. Whether the reviewed firm’s plan to remediate nonconforming engagements is in
accordance with professional standards and, for system reviews, consideration of other
weaknesses in the firm’s system of quality eentrel-management if the firm’s remediation
plan is not in accordance with professional standards

c.  Whether matters have been appropriately evaluated in accordance with the standards

d. Whether FFCs, the report, the firm’s representation letter, and the firm’s letter of response,
if applicable, are in accordance with the standards

e. Whether corrective actions related to deficiencies or significant deficiencies in the report
should be required (See paragraphs .07—-08 of section 420, Corrective Actions and
Implementation Plans.)

/- Whether an implementation plan related to findings on FFCs should be required (See
paragraphs .07—.08 of section 420.)

g. Whether reviewer performance feedback should be issued (See paragraphs .01-.17 of
section 430, Reviewer Monitoring and Performance.)

[Paragraphs .13—.15 are unchanged. ]

Application and Other Explanatory Material

[Paragraphs .A1—-.A3 are unchanged.]
RAB Peer Review Evaluation (Ref: par. .11-.12)
[Paragraphs .A4—.AS are unchanged.]

.A6 To assist with its evaluation of a reviewer’s conclusions regarding the design of and
compliance with the firm’s system of quality management, the RAB may request that quality
management checklists be included with the materials required by paragraph .11.

[Paragraphs .A6—.A7 are renumbered to .A7— A8. The content is unchanged.]
Criteria for Delayed or Deferred Acceptance
Delayed Acceptance (Ref: par. .14)

.A98 Acceptance of a peer review may be delayed in the following situations (this list is not all-
inclusive):

a. When peer review reports and letters of response

122



PR-C Section 410, The Report Acceptance Process
1. do not indicate that a deficiency or significant deficiency is repeated from the prior
peer review,
ii. have misleading grammar or excessively ambiguous language,
iii. include misquoted professional literature,
iv. reference professional standards unrelated to the subject matter, or

v. for system reviews, do not identify the industry and level of service for any
deficiencies or significant deficiencies that are industry specific or related to a
nonconforming must-select engagement

b. When FFCs
1. have incorrect or missing references to the applicable professional standards;
ii. do not identify the MFC that led to the finding;
1ii. incorrectly identify the type of matter;
iv. do not correctly identify whether the finding is a repeat;
v. do not describe the scenario that led to the finding;

vi.do not provide reference to the specific industry or engagement related to a
nonconforming engagement, if applicable;

vii. do not have a clear description of the finding from the reviewer;
viii. are not signed by an authorized representative of the firm; or

ix. for system reviews, have incorrect or missing references to the applicable requirements
of the Statements on Quality CentrelManagement Standards

c. When MFCs
1. are not completed properly or fully or
ii. contain firm or client references
[Paragraphs .A9—.A12 are renumbered to .A10—.A13. The content is unchanged.]

.A1413 The RAB may also defer acceptance of a review to perform additional procedures to
overcome significant concerns regarding the review or reviewer or to request revisions to other
documents such as, but not limited to, the following:

a. Summary Review Memorandum
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b. MFCs
c. Engagement checklists
d. Quality eentrel-management checklists

[Paragraphs .A14—.A15 are renumbered to .A15—-.A16. The content is unchanged.]

124



PR-C Section 420, Corrective Actions and Implementation Plans

PR-C Section 420, Corrective Actions and Implementation
Plans

[Paragraphs .01-.08 are unchanged. ]

.09 In situations in which the RAB concludes a firm should be required to complete corrective
actions because of deficiencies or significant deficiencies, determining the nature of corrective
actions should include the following: (Ref: par. .A5)

a. Considering the potential corrective actions in exhibit B, “Suggested Corrective Actions:

C.

Engagement Reviews,” and exhibit D, “Suggested Corrective Actions: System Reviews,”
based on the applicable facts and circumstances

For repeat findings, deficiencies, or significant deficiencies, evaluating whether the firm
made a genuine effort to correct the prior issue and considering whether a more rigorous
or targeted requirement is appropriate (Ref: par. .A6)

For system reviews,

i.  considering the systemic causes, pattern, pervasiveness, and relative importance to
the system of quality eentrel-management and whether the firm’s actions taken or
planned to remediate the firm’s system of quality eentrel-management appear
comprehensive, genuine, and feasible; and

il.  considering prescribing actions that give the firm an opportunity to demonstrate
the effectiveness of changes implemented or improvements made (Ref: par. .A7)

d. For engagement reviews, considering whether the reviewed firm has a sufficient

understanding of relevant accounting or reporting matters (or both)

.10 In situations in which the RAB concludes a firm should be required to complete an
implementation plan because of findings, determining the nature of the implementation plan
should include the following:

a.

Assigning only the allowable implementation plans in exhibit A, “Allowable
Implementation Plans: Engagement Reviews,” or exhibit C, “Allowable Implementation
Plans: System Reviews,” based on the applicable facts and circumstances

For repeat findings, evaluating whether the firm made a genuine effort to correct the prior
issue and considering whether a more rigorous or targeted implementation plan is
appropriate (Ref: par. .A6)

For system reviews, considering the systemic causes, pattern, pervasiveness, and relative
importance of findings to the system of quality eentrel-management and whether the
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firm’s actions taken or planned to remediate the firm’s system of quality eentrel
management appear comprehensive, genuine, and feasible

d. For engagement reviews, considering whether the reviewed firm has a sufficient
understanding of relevant accounting or reporting matters (or both)

[Paragraphs .11—.15 are unchanged.]

Application and Other Explanatory Material
[Paragraphs .A1-.A10 are unchanged.]

When Corrective Actions or Implementation Plans Are Replaced, Waived, or Extended
(Ref: par. .15)

.A11 The RAB may request corrective actions or implementation plans that are industry or
engagement-type specific but address a firm’s noncompliance with its system of quality eentrel
management policies and procedures. If the firm represents it will no longer perform engagements
in a specific industry, the RAB may replace the original request with a new corrective action or
implementation plan. For example, if the RAB required a firm to have a pre-issuance review of a
for-profit entity subject to the U.S. Department of Housing and Urban Development’s uniform
financial reporting standards but the firm will no longer perform such engagements, the RAB may
require the firm to obtain a pre-issuance review of a single audit.

[Paragraphs .A12—.A13 are unchanged.]

Exhibit A — Allowable Implementation Plans: Engagement
Reviews

Al4

[The content of exhibit A is unchanged.]

Exhibit B — Suggested Corrective Actions: Engagement
Reviews

AlS5

[The content of exhibit B is unchanged.]

126



PR-C Section 420, Corrective Actions and Implementation Plans

Exhibit C — Allowable Implementation Plans: System

Reviews
A16
Finding Allowable Implementation Plan
Nonconforming e Require members of the firm to take specified types and
engagements and amounts of CPE.
e initial findings on a e Require the firm to hire an outside party approved by the
must-select industry or report acceptance body (RAB) to perform a pre-issuance or
e repeat findings for any post-issuance review of certain types or portions of
industry engagements.
e Require the firm to hire an outside party approved by the
RAB to review the firm’s remediation of nonconforming
engagements.
e Require the firm to hire an outside party approved by the
RAB to review the firm’s completion of its intended
remedial actions outlined in its response on the finding for
further consideration (FFC) form or to evaluate the
appropriateness of alternative actions.
e Require the firm to hire an outside party approved by the
RAB to review the firm’s internal monitoring or inspection
report.
Repeat findings without e Require members of the firm to take specified types and
nonconforming amounts of CPE.
engagements e Require the firm to hire an outside party approved by the
RAB to review the firm’s internal monitoring or inspection
report.
e Require the firm to hire an outside party approved by the
RAB to review the firm’s completion of its intended
remedial actions outlined in its response on the FFC form
or to evaluate the appropriateness of alternative actions.
Failure to possess e Require the firm to submit proof of its valid firm licenses.
applicable firm licenses
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Exhibit D — Suggested Corrective Actions: System Reviews

Al17

Deficiency or Significant

Suggested Actions to Be Performed as Soon as Reasonably

Deficiency

Possible

Deficiency or significant
deficiency related to
engagement performance

Require members of the firm to take specified types and
amounts of CPE.
Allow firm members responsible for the applicable
nonconforming engagements to pass the related AICPA
advanced certificate exam, if applicable, in lieu of CPE.
This option is applicable only for firms that have
nonconforming engagements in certain industries that were
identified in the peer review and for which a related AICPA
advanced certificate exists.
Require the firm to hire an outside party approved by the
report acceptance body (RAB) to perform a pre-issuance or
post-issuance review of certain types or portions of
engagements.
Require the firm to hire an outside party approved by the
RAB to review the firm’s remediation of nonconforming
engagements.
Require the firm to hire an outside party approved by the
RAB to review the firm’s completion of its intended
remedial actions as outlined in its letter of response or to
evaluate the appropriateness of alternative actions. Fheugh
ired. this |

5 A o 1 )
Require the firm to join an AICPA audit quality center
applicable to the nonconforming engagements.

Deficiency or significant
deficiency related to
design of or
noncompliance with
anether
elementcomponent other
than engagement
performance in efthe
firm’s system of quality
contrel-management

system

Require members of the firm to take specified types and
amounts of CPE.

Regquire the firm to hire an outside party approved by the
RAB to review the firm’s completion of its intended
remedial actions outlined in its letter of response or to
evaluate the appropriateness of alternative actions.
Require the firm to hire an outside party approved by the
RAB to review the firm’s internal monitoring or inspection
report.

Require the firm to hire an outside party approved by the
RAB to perform a pre-issuance review of certain types or
portions of engagements.

Require the relevant members of the firm to submit proof of
their valid individual licenses.
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Appendix A — Guidance for Outside Parties Engaged to
Assist Firms in Completing Corrective Actions and
Implementation Plans

.A18 This appendix contains guidance for outside parties engaged to assist firms in completing
corrective actions or implementation plans required as a condition of acceptance of the firm’s peer
review.

Objectives

.01 The objectives of the outside party assisting a firm in the completion of corrective actions or
implementation plans are to

a. objectively determine whether the firm took one or more actions the firm represented it
would perform in its letter of response or response to findings for further consideration
(FFCs),

b. evaluate the reviewed firm’s compliance with the corrective actions or implementation
plan, and

c. 1issue a letter that describes the procedures performed and the conclusions reached as a
result of those procedures, to enable the report acceptance body (RAB) to conclude on the
adequacy of the reviewed firm’s corrective actions or implementation plans.

Planning

.02 The outside party should first gain an understanding of the corrective actions or implementation
plans agreed to by the firm and the procedures that need to be performed by obtaining and reading

a. the acceptance letter describing the corrective actions or implementation plans required by
the RAB;

b. the firm’s most recent peer review report;

c. the firm’s letter of response, if applicable; and

d. the FFC forms, if applicable.
.03 The outside party may confirm the appropriateness of the procedures to be performed by
contacting the administering entity’s (AE’s) peer review committee, its RAB, or the technical

reviewer. If unsure who to contact, the outside party may contact the AICPA.

Procedures
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.04 The outside party should perform procedures outlined in the acceptance letter while
considering the elements required to be reported, which are outlined in the subsequent section.

.05 The outside party should discuss the procedures performed and conclusions reached as a result
of those procedures with the reviewed firm. During those discussions, the outside party should ask
whether the firm plans to implement further corrective actions to address any deficiencies or
significant deficiencies or take additional steps to address any findings noted during the outside
party’s procedures because they will likely be mentioned in the outside party’s letter or report.

Reporting

.06 The outside party should draft a letter or report to the RAB describing the procedures
performed and conclusions reached. The letter or report should

a. be issued on the letterhead of the outside party’s firm,
b. be addressed to the AE’s RAB with a copy to the reviewed firm, and

c. include the following elements:

1. A description of the corrective actions or implementation plans required by the
RAB
ii. A description of the representations made by the reviewed firm regarding the

changes made by the firm since its most recent peer review

iii. A description of the procedures performed by the outside party, including the
period ends of any engagements reviewed or the report dates for financial forecasts,
projections, or agreed-upon procedures engagements

iv. A summary of the results of the outside party’s procedures, including a description
of any representations made by the reviewed firm regarding further planned actions
and the outside party’s comments on the appropriateness of those actions

v. A statement that the letter or report is intended for limited distribution to the RAB
and the reviewed firm and is not intended as a substitute or replacement for the peer
review documents issued on the firm’s peer review

vi. Information enabling the RAB to evaluate whether the firm has improved

vii.  For system reviews, recommendations of additional actions if the outside party
believes the results reveal continued weaknesses in the reviewed firm’s system of
quality eentrel-management

Hlustrative Letters
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.07 The following letters are for illustrative purposes only. It is recommended, but not required,
that the outside party adopt the form of these letters and tailor them to describe the conclusions
reached based on the specific procedures performed.
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SAMPLE LETTER ON AN OUTSIDE PARTY’S REVIEW OF A FIRM’S REMEDIAL
ACTIONS — CORRECTIVE ACTIONS

[Outside Party’s Firm Letterhead)

May 15, 20XX
[Name and Address of the Report Acceptance Body]
Dear Committee Members:

This letter is written to assist [reviewed firm’s name] in complying with certain actions the firm
voluntarily agreed to take in connection with the [name of the report acceptance body]’s
consideration of acceptance of its 20XX peer review report and response thereto.

The [name of the administering entity’s peer review committee or its report acceptance body|
accepted the firm’s 20XX peer review documents with the understanding that the firm agreed to
permit an outside party, acceptable to the Committee chair, to:

a. Review the planning for the firm’s 20XX inspection program in advance.
b. Review the results (with emphasis on those items noted in the 20XX peer review) and the
corrective actions taken on the deficiencies or significant deficiencies noted.

c. Provide a written communication on the firm’s inspection to the Committee by September
30, 20XX.

Prior to the firm performing its 20XX inspection, I performed the following procedures:

a. Reviewed a copy of the firm’s 20XX peer review report, finding for further consideration
(FFC) forms (if applicable), the firm’s letter of response, and the acceptance letter
describing the required corrective actions.

b. Reviewed the firm’s inspection planning documentation.

On April 19", 20XX, after the completion of the firm’s 20XX inspection, I performed the
following procedures:

a. Discussed the corrective actions described in its letter of response with the firm to
determine if the actions had been fully implemented.

b. Reviewed the firm’s inspection report and underlying documentation of its performance,
including the engagement review checklists prepared during the inspection.

c. Reviewed the working papers of selected engagements with periods ending June 30, 20XX,
that were included in the inspection and any changes in the firm’s quality eentrel
management materials to evaluate the effectiveness of the inspection and the corrective
actions implemented by the firm as a result of its 20XX peer review.

d. Discussed the inspection results and corrective action plan with the firm and evaluated the
feasibility of the firm achieving its plan.
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Discussed in the following sections are the results of the procedures I performed and a description
of the firm’s representations regarding planned corrective actions.

Procedures on the Audit of an Emplovee Benefit Plan Audit

The firm performed an audit of a defined benefit pension plan subject to ERISA requirements. The
firm failed to test participant data and did not obtain a representation letter from its client or the
plan administrator. The firm subsequently obtained the missing representation letter and performed
the necessary tests. I reviewed this documentation before the firm’s peer review documents were
presented to the Committee. The firm’s letter of response indicated it would obtain an industry-
specific audit program and update its library to include AICPA Audit and Accounting Guide
Employee Benefit Plans.

Results of the Firm’s Remedial Actions Related to the Emplovee Benefit Plan Audit

The firm did not obtain a copy of the AICPA Audit and Accounting Guide and my review of a
recently completed employee benefit plan audit subject to ERISA showed an industry-specific
audit program was not obtained and used by the firm on the audit. In addition, some key
confirmations relating to investment balances were not obtained, and alternative procedures were
not performed. The partner with responsibility for the engagement indicated that the firm obtained
a large new client that took up a lot of time, and as a result, the staff rushed through the ERISA
audit using the prior year’s working papers.

Planned Corrective Actions Related to Emplovee Benefit Plan Audits

The firm represented that the AICPA Audit and Accounting Guide and industry-specific practice
aids that include model audit programs have been ordered. The firm has subsequently obtained
confirmations and/or performed alternative procedures to substantiate the investment balances. I
reviewed the additional procedures performed and they are appropriate. In addition, the firm
represented that it plans to send its audit staff responsible for conducting employee benefit plan
audits to 8 hours of CPE audits of employee benefit plans.

Performance of Audits Subject to Government Auditing Standards and the Single Audit Act

The firm performed several audits subject to the Single Audit Act. The firm failed to issue the
required reports on internal controls and compliance with laws and regulations, did not document
its consideration and testing of the internal control structure, and did not perform the necessary
procedures to test compliance with laws and regulations. In addition, the partner responsible for
the engagement was not in compliance with the Yellow Book CPE requirement. The firm
performed the omitted audit procedures and issued the missing reports, which I reviewed before
the firm’s peer review documents were presented to the Committee. The firm’s letter of response
stated that the partner would take the necessary CPE.
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Results of the Firm’s Remedial Actions Related to Audits Subject to Government Auditing
Standards and the Single Audit Act

My review of a single audit performed subsequent to the firm’s peer review noted that all required
reports were issued on the engagement and that the owner participated in the necessary CPE.
However, I was unable to determine the extent of the testing for compliance with laws and
regulations because of significant documentation deficiencies. In addition, documentation
deficiencies continued to exist with respect to considering and testing the entity’s internal control
structure and testing for compliance with the requirements applicable to the federal financial
assistance programs.

Planned Corrective Actions Related to Audits Subject to Government Auditing Standards and
the Single Audit Act

The firm represented that it plans to conduct a training session for partners and staff during the
next month on documentation of audit procedures performed. In addition, the firm represented that
it will instruct partners to focus on documentation during their review process and will amend the
partner review checklist to add this focus.

Reports on Compiled Interim Financial Statements

The deficiency related to the firm’s failure to issue accountants’ compilation reports on monthly
computer-generated financial statements. The firm’s letter of response stated that the firm would
revise its quality eentrel-management policies and procedures to require the issuance of
compilation reports with the accompanying financial statements.

Results of the Remedial Actions Related to Compiled Interim Financial Statements

The firm adopted a policy requiring the partners to ensure that an accountant’s report accompanies
compiled financial statements when those statements are issued to the client. The inspection results
indicated that compilation reports were issued with monthly compiled financial statements.
However, some of the reports did not disclose that the financial statements were presented using a
special purpose framework (cash basis). This reporting error occurred because the firm obtained a
copy of the standard compilation report from the reviewer and used it on all of its compiled
financial statements. The firm was not familiar with cash basis reporting on Statements on
Standards for Accounting and Review Services (SSARS) engagements and did not have any third-
party reference material. In addition, the firm’s accounting personnel had not taken any recent CPE
courses relating to SSARS engagements.

Planned Corrective Actions Related to Compiled Interim Financial Statements

The firm implemented a reviewer checklist to provide assurance that the proper type of compilation
report will be issued and its policies and procedures were revised to require completion of this

checklist. In addition, the firm represented that all personnel involved in preparing and/or
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reviewing compilation engagements will take 8 hours of CPE on SSARS engagements within the
next month. To assess the effectiveness of using the new checklist, the firm represented that it
plans to review a sample of compilation reports issued subsequent to the implementation of the
checklist.

Summary

The firm’s inspection appears to have been comprehensive, suitably designed, and adequately
documented, and the results appear to have been effectively communicated to professional
personnel. However, the firm’s inspection failed to identify the issues previously discussed. As a
result, I believe the Committee should further monitor the firm’s corrective actions because the
results revealed that the firm has failed to adequately implement the corrective actions described
in its letter of response. I recommend that the Committee consider requiring the firm to hire an
outside third party sufficiently experienced in the industries in which the firm’s clients operate to
perform a pre-issuance review of the firm’s employee benefit plan audits and those subject to
Government Auditing Standards and the Single Audit Act.

This letter is intended solely for the information and use of the [name of the administering entity’s
peer review committee or its report acceptance body] and the owners of [reviewed firm’s name]
and is not intended as a substitute or replacement for the peer review documents issued on the
firm’s 20XX peer review.

Sincerely,

[Outside Party’s Signature]

cc: [Reviewed Firm’s Name]
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SAMPLE LETTER ON AN OUTSIDE PARTY’S REVIEW OF A SUBSEQUENT
ENGAGEMENT — CORRECTIVE ACTIONS

[Outside Party’s Firm Letterhead)
October 6, 20XX
[Name and Address of the Report Acceptance Body]
Dear Committee Members:

This letter is written to assist [reviewed firm’s name] in complying with certain actions the firm
voluntarily agreed to take in connection with the [name of the report acceptance body]’s
consideration of acceptance of its 20XX peer review report and response thereto.

The [name of the administering entity’s peer review committee or its report acceptance body|
accepted the firm’s 20XX peer review documents with the understanding that the firm agreed to
permit an outside party, acceptable to the Committee chair, to review the report, financial
statements, and working papers of an audit engagement issued subsequent to the firm’s peer review
and communicate to the Committee in writing on the results of that review by July 31, 20XX.

I performed the following procedures:

a. Reviewed a copy of the firm’s 20XX peer review report, finding for further consideration
(FFC) forms (if applicable), and the firm’s letter of response, and the acceptance letter
describing the required corrective actions.

b. Reviewed the report, financial statements, and working papers for a not-for-profit audit
engagement for the period ended June 30, 20XX, issued subsequent to the peer review to
determine whether the engagement was performed in accordance with professional
standards in all material respects. I documented my review using the AICPA “Not-for-
Profit Audit Engagement Checklist.”

c. Discussed with the firm the review results and the corrective action plan and evaluated the
feasibility of the firm achieving its plan.

While performing the procedures, I found some minor incomplete disclosures in the areas of
promises to give and collections. The firm represented that it will conduct a “refresher” training
session on disclosures for all owners and professional staff and will also instruct owners to
focus on disclosures during their review process.

Because only minor matters were found on the engagement I reviewed, I believe no further
monitoring of the firm by the [name of the administering entity’s peer review committee or its
report acceptance body] is necessary at this time.

This letter is intended solely for the information and use of the [name of the administering
entity’s peer review committee or its report acceptance body] and the owners of [reviewed
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firm’s name] and is not intended as a substitute or replacement for the peer review documents
issued on the firm’s 20XX peer review.

Sincerely,

[Outside Party’s Signature]

cc: [Reviewed Firm’s Name]
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PR-C Section 430, Reviewer Monitoring and Performance

[Paragraphs .01-.26 are unchanged.]

Application and Other Explanatory Material

Reviewer Performance (Ref: par. .05)

[Paragraph .A1 is unchanged.]

.A2 Examples of reviewer performance findings that may be documented on a reviewer
performance feedback form include, but are not limited to, the following:

a. Related to planning, the reviewer did not

1.

1l

1il.

1v.

obtain team member approval timely.

obtain a sufficient understanding of the firm’s accounting and auditing practice or
system of quality eentrel-management, resulting in the need to perform additional
work after the working papers were submitted to the AE.

address significant differences between the background information provided to the
AE during scheduling and the information that the firm provided to the reviewer
that would have affected peer review planning or procedures.

adequately document a comprehensive risk assessment for the system review and
additional clarification was necessary after working papers were submitted to the
AE.

b. Related to engagement selection and review, the reviewer

C.

1.

1l

1il.

1v.

1.

did not select a sufficient or appropriate scope of engagements for review; this
includes selecting too many engagements on an engagement review.

(13 b 29

did not provide sufficient documentation of reasoning for the surprise selection.

identified all significant issues in an engagement but did not appropriately conclude
on whether an engagement was nonconforming prior to technical review, oversight,
or RAB consideration.

Related to the assessment and disposition of matters, the reviewer did not

appropriately identify matters, findings, deficiencies, or significant deficiencies
that would not rise to the level of performance deficiencies.
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PR-C Section 430, Reviewer Monitoring and Performance

ii.  appropriately dispose of matters noted on the review.

iii.  properly consider or document the need to expand scope to other engagements or
functional areas.

iv.  appropriately aggregate or evaluate matters noted on the review.

d. Related to the completion of findings for further consideration (FFCs), the reviewer did
not

1. write findings systemically in a system review.
ii.  sufficiently complete or write FFCs or evaluate the firm’s response.
iii.  properly identify a repeat finding.
e. Related to reporting, the reviewer did not
i.  provide sufficient working papers or documentation to support the report rating.

ii.  present the report in standard form in accordance with peer review guidance, or
significant revisions to the report were needed.

iii.  properly review and evaluate the reviewed firm’s letter of response prior to its
submission to the AE.

iv.  properly identify a repeat deficiency.

/- Related to completion and submission of working papers, significant revisions to the
working papers were needed or the reviewer did not

1. comprehensively complete peer review documentation.
ii.  properly report engagement statistics.

iii.  properly discuss consideration of a nonconforming engagement including
consideration of the reviewed firm’s response.

iv. use appropriate practice aids that follow current templates, materials, and
checklists.

[Paragraphs .A3— A32 are unchanged.]
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Exam Applications
IntEx 2024 2023 2022 2021 2020
Mth # # # # #
April 55 21 52 14 61
May 78 84 55 59 70
June 99 84 56 87 62
July 61 67 58 71 92
Aug 132 56 37 18 51
Sept 128 57 37 56 54
Oct 98 80 68 85 62
Nov 38 87 90 78 58
Dec 29 63 67 61 83
Jan 74 75 81 66 111
Feb 0 46 54 66 70
March 0 49 56 46 41
fave | 79 | 64 | 59 | 59 | 68 |
Exam Applications
IntEx 2024 2023 2022 2021 2020
Mth | Sum | Sum | Sum | Sum [ Sum
April 55 21 52 14 61
May 133 105 107 73 131
June 232 189 163 160 193
July 293 256 221 231 285
Aug 425 312 258 249 | 336
Sept 553 369 295 305 | 390
Oct 651 | 449 363 390 | 452
Nov 689 536 | 453 | 468 510
Dec 718 599 520 529 593
Jan 792 674 | 601 595 | 704
Feb 792 720 655 661 | 774
March | 792 769 711 707 815

ITEM VI-A

NC State Board of CPA Examiners
Monthly and Year-to-Date Operational Metrics

Initial Exam Applications - Monthly
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Exam Applications

NC State Board of CPA Examiners
Monthly and Year-to-Date Operational Metrics

Re-Exam Applications - Monthly

Re-Ex 2024 2023 2022 2021 2020
Mth # # # # #
April 168 131 164 84 195
May 208 178 186 174 196
June 262 172 182 176 222
July 222 187 177 150 172
Aug 285 187 168 79 164
Sept 242 140 111 215 185
Oct 269 149 139 155 194
Nov 147 169 152 145 144
Dec 119 142 110 146 177
Jan 228 156 134 150 145
Feb 0 141 110 142 112
March 0 192 141 147 139
[ave | 215 | 162 | 148 | 147 | 170
Exam Applications
Re-Ex 2024 2023 2022 2021 2020
Mth | Sum | Sum | Sum | Sum [ Sum
April 168 131 164 84 195
May 376 309 350 258 391
June 638 481 532 434 613
July 860 668 709 584 785
Aug 1145 | 855 877 663 949
Sept 1387 | 995 988 878 | 1134
Oct 1656 | 1144 | 1127 | 1033 | 1328
Nov 1803 | 1313 | 1279 | 1178 | 1472
Dec 1922 | 1455 | 1389 | 1324 | 1649
Jan 2150 | 1611 | 1523 | 1474 | 1794
Feb 2150 | 1752 | 1633 | 1616 | 1906
March | 2150 | 1944 | 1774 | 1763 | 2045
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License Applications
OrgL 2024 2023 2022 2021 2020
Mth # # # # #
April 47 a4 41 14 42
May 27 39 50 0 37
June 20 22 0 0 0
July 62 50 75 48 62
Aug 52 57 31 32 49
Sept 33 30 42 43 84
Oct 61 34 46 47 36
Nov 62 47 48 56 62
Dec 41 38 32 46 1
Jan 43 44 60 72 112
Feb 0 32 47 78 50
March 0 40 30 31 44
[ave | 45 | 40 | 42 | 39 | 48 |
License Applications
OrgL 2024 2023 2022 2021 2020
Mth | Sum | Sum | Sum | Sum [ Sum
April 47 a4 41 14 42
May 74 83 91 14 79
June 94 105 91 14 79
July 156 155 166 62 141
Aug 208 212 197 94 190
Sept 241 242 239 137 | 274
Oct 302 276 285 184 | 310
Nov 364 | 323 333 240 | 372
Dec 405 361 365 286 | 373
Jan 448 | 405 | 425 358 | 485
Feb 448 437 472 436 535
March | 448 477 502 467 579

NC State Board of CPA Examiners

Monthly and Year-to-Date Operational Metrics
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NC State Board of CPA Examiners

Monthly and Year-to-Date Operational Metrics

Reciprocal CPA License Applications - Monthly
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License Applications
Recp 2024 2023 2022 2021 2020
Mth # # # # #
April 64 81 55 57 70
May 5 8 7 9
June 2 3 1 0 2
July 39 50 39 31 37
Aug 36 24 37 27 44
Sept 2 1 2 3 2
Oct 32 57 47 44 56
Nov 55 67 74 61 69
Dec 21 15 27 10 26
Jan 22 30 33 22 17
Feb 0 9 11 4 10
March 0 11 7 0 8
fave | 28 | 30 | 28 [ 22 | 29 |
License Applications
Recp 2024 2023 2022 2021 2020
Mth | Sum | Sum | Sum | Sum [ Sum
April 64 81 55 57 70
May 69 89 62 64 79
June 71 92 63 64 81
July 110 142 102 95 118
Aug 146 166 139 122 162
Sept 148 167 141 125 164
Oct 180 224 188 169 | 220
Nov 235 291 262 230 | 289
Dec 256 306 289 240 | 315
Jan 278 336 322 262 | 332
Feb 278 345 333 266 | 342
March | 278 356 340 266 | 350
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Firm Registration
Firm 2024 2023 2022 2021 2020
Mth # # # # #
April 6 7 7 3 7
May 2 4 4 12 14
June 4 11 11 10 25
July 13 15 15 10 11
Aug 14 10 10 14 6
Sept 5 6 6 11 5
Oct 11 4 4 7 11
Nov 5 12 12 6 12
Dec 18 25 25 9 16
Jan 5 15 15 20 26
Feb 0 7 7 8 11
March 0 8 8 16 5
fave | 8 | 10 | 10 [ 12 | 12 |
Firm Registration
Firm 2024 2023 2022 2021 2020
Mth | Sum | Sum | Sum | Sum [ Sum
April 6 7 7 3 7
May 8 11 11 15 21
June 12 22 22 25 46
July 25 37 37 35 57
Aug 39 47 47 49 63
Sept 44 53 53 60 68
Oct 55 57 57 67 79
Nov 60 69 69 73 91
Dec 78 94 94 82 107
Jan 83 109 109 102 133
Feb 83 116 116 110 144
March | 83 124 124 126 149

NC State Board of CPA Examiners
Monthly and Year-to-Date Operational Metrics

Firm Registrations - Monthly
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Prf Stds Cases
Open 2024 2023 2022 2021 2020
Mth # # # # #
April 22 21 9 7 28
May 9 21 8 9 18
June 12 35 37 12 25
July 25 25 18 30 37
Aug 38 35 18 27 67
Sept 11 24 13 13 14
Oct 9 24 19 17 14
Nov 18 7 21 10 11
Dec 15 23 11 13 31
Jan 11 14 31 21 33
Feb 0 12 33 12 16
March 0 41 38 29 18
lave | 17 [ 24 | 21 ] 17 | 26 |
Prf Stds Cases
Open 2024 2023 2022 2021 2020
Mth | Sum [ Sum | Sum | Sum | Sum
April 22 21 9 7 28
May 31 42 17 16 46
June 43 77 54 28 71
July 68 102 72 58 108
Aug 106 137 90 85 175
Sept 117 161 103 98 189
Oct 126 185 122 115 203
Nov 144 192 143 125 214
Dec 159 215 154 138 245
Jan 170 229 185 159 278
Feb 170 241 218 171 294
March 170 282 256 200 312

NC State Board of CPA Examiners

Monthly and Year-to-Date Operational Metrics
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NC State Board of CPA Examiners

Monthly and Year-to-Date Operational Metrics

Prof Stds Closed Cases - Monthly

40

Prf Stds Cases
Closed 2024 2023 2022 2021 2020
Mth # # # # #
April 30 38 23 17 30
May 20 19 4 23 25
June 16 15 17 23 26
July 36 19 21 23 21
Aug 21 21 18 16 49
Sept 20 21 35 17 26
Oct 25 12 17 12 39
Nov 13 19 14 24 23
Dec 15 33 9 12 25
Jan 15 22 18 19 25
Feb 0 21 29 27 23
March 0 25 23 17 19
fave | 210 | 22 | 19 [ 19 | 28 |
Prf Stds Cases
Closed 2024 2023 2022 2021 2020
Mth [ Sum | Sum | Sum [ Sum | Sum
April 30 38 23 17 30
May 50 57 27 40 55
June 66 72 a4 63 81
July 102 91 65 86 102
Aug 123 112 83 102 151
Sept 143 133 118 119 177
Oct 168 145 135 131 216
Nov 181 164 149 155 239
Dec 196 197 158 167 264
Jan 211 219 176 186 289
Feb 211 240 205 213 312
March | 211 265 228 230 331
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NC State Board of CPA Examiners
Monthly and Year-to-Date Operational Metrics

Inactive CPA
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Inactive Applications
InAct 2024 2023 2022 2021 2020
Mth # # # # #
April 49 30 23 17 30
May 114 67 54 88 58
June 229 309 281 234 | 221
July 98 98 105 116 123
Aug 21 14 18 7 9
Sept 9 7 10 6 11
Oct 19 9 21 13 20
Nov 15 25 29 21 26
Dec 45 52 59 55 73
Jan 45 78 69 53 32
Feb 0 18 19 9 15
March 0 19 32 21 6
[ave | 64 | 61 | 60 | 53 | 52
Inactive Applications
InAct 2024 2023 2022 2021 2020
Mth | Sum | Sum | Sum | Sum [ Sum
April 49 30 23 17 30
May 163 97 77 105 88
June 392 | 406 358 339 | 309
July 490 504 | 463 | 455 | 432
Aug 511 518 | 481 | 462 | 441
Sept 520 525 | 491 | 468 | 452
Oct 539 534 | 512 | 481 | 472
Nov 554 559 541 502 498
Dec 599 611 600 557 571
Jan 644 | 689 669 610 | 603
Feb 644 | 707 688 619 | 618
March | 644 | 726 720 640 | 624
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Reinstatement Applications

Re-Inst 2024 2023 2022 2021 2020
Mth # # # # #
April 8 8 6 1 3
May 3 6 1 4 9
June 2 3 0 4 2
July 15 12 13 11 8
Aug 3 8 2 5 9
Sept 2 6 4 5 8
Oct 8 5 7 4 4
Nov 3 5 6 6 5
Dec 4 5 7 5 6
Jan 14 7 6 7 10
Feb 3 6 14 12
March 0 4 5 6 6
[ave | 6 | 6 | 5 | 6 7

NC State Board of CPA Examiners
Monthly and Year-to-Date Operational Metrics

Reinstatement CPA
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Reinstatement Applications

Re-Inst 2024 2023 2022 2021 2020

Mth | Sum | Sum | Sum | Sum [ Sum
April 8 8 6 1 3
May 11 14 7 5 12
June 13 17 7 9 14
July 28 29 20 20 22
Aug 31 37 22 25 31
Sept 33 43 26 30 39
Oct 41 48 33 34 43
Nov 44 53 39 40 48
Dec 48 58 46 45 54
Jan 62 65 52 52 64
Feb 62 68 58 66 76
March | 62 72 63 72 82
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NC State Board of CPA Examiners
Monthly and Year-to-Date Operational Metrics

CPA-Retired CPA - Retired
Count 2024 2023 2022 2021 2020 30
Mth # # # # #
April 0 0 0 0 0 25
May 0 0 0 0 0
June 0 0 0 0 0 20
July 0 0 0 0 0
Aug Y 0 0 Y 0 B FY2024
Sept 1 0 0 0 0 15
mFY2023

Oct 16 0 0 0 0
Nov 19 0 0 0 0 10 W FY2022
Dec 27 0 0 0 0
Jan 23 0 0 0 0 5
Feb 0 0 0 0 0
March 0 0 0 0 0 0 . . . . m . . . . . . .

April  May  June  July Aug  Sept Oct Nov Dec Jan Feb  March
lave | 17 [ o [ o | o | o |

Began Sept 2023
100 CPA - Retired
CPA Retired % - Yr to Date

Count 2024 2023 2022 2021 2020 /_
Mth | Sum | Sum | Sum | Sum | Sum 80
April 0 0 0 0 0 20
May 0 0 0 0 0 /
June 0 0 0 0 0 60
July 0 0 0 0 0 /
Aug 0 0 0 0 0 >0 / o0
Sept 1 0 0 0 0 40
Oct 17 | o 0 0 0 / ——Fra023
Nov 36 0 0 0 0 30 ——FY2022
Dec 63 0 0 0 0 20 /
Jan 86 0 0 0 0 /
Feb 86 0 0 0 0 10
March | 86 0 0 0 0 0 . . . . J . . .

April  May June  July Aug  Sept Oct Nov Dec Jan Feb  March




Candidate Touches*
Count 2024 2023 2022 2021 2020
Mth # # # # #
April 74 0 0 0 0
May 0 0 0 0 0
June 27 0 0 0 0
July 0 0 0 0 0
Aug 10 15 0 0 0
Sept 67 | 130 0 0 0
Oct 281 139 0 0 0
Nov 37 53 0 0 0
Dec 0 0 0 0 0
Jan 46 0 0 0 0
Feb 0 70 0 0 0
March 0 61 0 0 0
fave | 54 ] 39 ] o [ o | o]

Started tracking 8/22

NC State Board of CPA Examiners
Monthly and Year-to-Date Operational Metrics

Candidate Touches - Monthly
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Candidate Touches

Count 2024 2023 2022 2021 2020

Mth [ Sum | Sum | Sum [ Sum | Sum
April 74 0 0 0 0
May 74 0 0 0 0
June 101 0 0 0 0
July 101 0 0 0 0
Aug 111 15 0 0 0
Sept 178 | 145 0 0 0
Oct 459 284 0 0 0
Nov 496 337 0 0 0
Dec 496 337 0 0 0
Jan 542 337 0 0 0
Feb 542 407 0 0 0
March | 542 468 0 0 0
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Exam Applications Certificate Applications CPA Firm Registrations Professional Stds Cases Inactive Reinstatement CPA - Retired Candidate Touches

Month Initial Re-Exam Month Original Reciprocal Month Total Month | BeginBal | Open [ Closed [ End Bal Month Total Month Total Month Total Month Total
Jan-15 107 130 Jan-15 96 51 Jan-15 18 Jan-15 202 66 54 214 Jan-15 47 Jan-15 13 Jan-15 0 Jan-15 0
Feb-15 62 110 Feb-15 64 16 Feb-15 20 Feb-15 214 22 40 196 Feb-15 13 Feb-15 11 Feb-15 0 Feb-15 0
Mar-15 82 227 Mar-15 48 4 Mar-15 12 Mar-15 196 40 38 198 Mar-15 18 Mar-15 5 Mar-15 0 Mar-15 0
Apr-15 97 180 Apr-15 48 61 Apr-15 18 Apr-15 198 7 38 167 Apr-15 29 Apr-15 12 Apr-15 0 Apr-15 0
May-15 78 151 May-15 40 11 May-15 11 May-15] 167 26 18 175 May-15] 73 May-15 5 May-15 0 May-15 0
Jun-15 77 312 Jun-15 0 4 Jun-15 17 Jun-15 175 6 21 160 Jun-15 126 Jun-15 0 Jun-15 0 Jun-15 0
Jul-15 66 178 Jul-15 60 54 Jul-15 13 Jul-15 160 10 32 138 Jul-15 90 Jul-15 9 Jul-15 0 Jul-15 0
Aug-15 52 155 Aug-15 100 21 Aug-15 11 Aug-15] 138 31 27 142 Aug-15 6 Aug-15 15 Aug-15 0 Aug-15 0
Sep-15 51 296 Sep-15 44 5 Sep-15 25 Sep-15| 142 27 33 136 Sep-15 7 Sep-15 3 Sep-15 0 Sep-15 0
Oct-15 64 154 Oct-15 74 70 Oct-15 13 Oct-15 136 53 32 157 Oct-15 21 Oct-15 8 Oct-15 0 Oct-15 0
Nov-15 62 151 Nov-15 45 27 Nov-15 14 Nov-15 157 26 25 158 Nov-15 25 Nov-15 10 Nov-15 0 Nov-15 0
Dec-15 139 276 Dec-15 0 2 Dec-15 22 Dec-15 158 9 24 143 Dec-15 35 Dec-15 5 Dec-15 0 Dec-15 0
Jan-16 121 139 Jan-16 133 36 Jan-16 28 Jan-16 143 12 17 138 Jan-16 42 Jan-16 22 Jan-16 0 Jan-16 0
Feb-16 101 141 Feb-16 68 12 Feb-16 16 Feb-16 138 17 21 134 Feb-16 17 Feb-16 9 Feb-16 0 Feb-16 0
Mar-16 92 305 Mar-16 43 3 Mar-16 17 Mar-16 134 34 19 149 Mar-16 19 Mar-16 9 Mar-16 0 Mar-16 0
Apr-16 97 191 Apr-16 60 69 Apr-16 3 Apr-16] 149 27 31 145 Apr-16] 38 Apr-16 12 Apr-16 0 Apr-16 0
May-16 85 203 May-16 42 18 May-16 14 May-16] 145 16 23 138 May-16] 63 May-16 12 May-16 0 May-16 0
Jun-16 110 266 Jun-16 0 2 Jun-16 8 Jun-16 138 33 20 151 Jun-16 150 Jun-16 0 Jun-16 0 Jun-16 0
Jul-16 74 204 Jul-16 96 53 Jul-16 6 Jul-16 151 17 42 126 Jul-16 60 Jul-16 17 Jul-16 0 Jul-16 0
Aug-16 85 237 Aug-16 36 8 Aug-16 14 Aug-16] 126 68 27 167 Aug-16 14 Aug-16 6 Aug-16 0 Aug-16 0
Sep-16 83 297 Sep-16 42 4 Sep-16 8 Sep-16] 167 65 27 205 Sep-16 6 Sep-16 6 Sep-16 0 Sep-16 0
Oct-16 60 177 Oct-16 56 82 Oct-16 9 Oct-16 205 53 53 205 Oct-16 12 Oct-16 16 Oct-16 0 Oct-16 0
Nov-16 104 183 Nov-16 72 32 Nov-16 14 Nov-16 205 22 72 155 Nov-16 27 Nov-16 8 Nov-16 0 Nov-16 0
Dec-16 115 276 Dec-16 0 4 Dec-16 30 Dec-16 155 7 26 136 Dec-16 59 Dec-16 4 Dec-16 0 Dec-16 0
Jan-17 129 189 Jan-17 108 34 Jan-17 24 Jan-17 136 35 49 122 Jan-17 34 Jan-17 11 Jan-17 0 Jan-17 0
Feb-17 58 130 Feb-17 66 17 Feb-17 18 Feb-17 122 17 30 109 Feb-17 16 Feb-17 5 Feb-17 0 Feb-17 0
Mar-17 67 276 Mar-17 70 12 Mar-17 19 Mar-17 109 16 22 103 Mar-17 24 Mar-17 13 Mar-17 0 Mar-17 0
Apr-17 55 178 Apr-17 32 68 Apr-17 7 Apr-17 103 30 25 108 Apr-17 50 Apr-17 5 Apr-17 0 Apr-17 0
May-17 58 182 May-17 51 9 May-17 12 May-17| 108 24 16 116 May-17| 89 May-17 11 May-17 0 May-17 0
Jun-17 57 159 Jun-17 0 1 Jun-17 16 Jun-17 116 5 18 103 Jun-17 169 Jun-17 0 Jun-17 0 Jun-17 0
Jul-17 38 146 Jul-17 68 58 Jul-17 19 Jul-17 103 36 16 123 Jul-17 90 Jul-17 18 Jul-17 0 Jul-17 0
Aug-17 50 187 Aug-17 39 4 Aug-17 22 Aug-17] 123 65 29 159 Aug-17 6 Aug-17 11 Aug-17 0 Aug-17 0
Sep-17 59 267 Sep-17 42 2 Sep-17 14 Sep-17| 159 29 42 146 Sep-17 10 Sep-17 10 Sep-17 0 Sep-17 0
Oct-17 47 196 Oct-17 62 93 Oct-17 23 Oct-17 146 24 17 153 Oct-17 24 Oct-17 4 Oct-17 0 Oct-17 0
Nov-17 79 126 Nov-17 46 25 Nov-17 15 Nov-17 153 7 18 142 Nov-17 26 Nov-17 2 Nov-17 0 Nov-17 0
Dec-17 79 154 Dec-17 0 24 Dec-17 15 Dec-17 142 6 23 125 Dec-17 40 Dec-17 10 Dec-17 0 Dec-17 0
Jan-18 131 178 Jan-18 117 12 Jan-18 30 Jan-18 125 18 15 128 Jan-18 47 Jan-18 4 Jan-18 0 Jan-18 0
Feb-18 39 107 Feb-18 73 20 Feb-18 18 Feb-18 128 16 11 133 Feb-18 14 Feb-18 14 Feb-18 0 Feb-18 0
Mar-18 66 236 Mar-18 36 5 Mar-18 10 Mar-18 133 14 14 133 Mar-18 8 Mar-18 6 Mar-18 0 Mar-18 0
Apr-18 70 211 Apr-18 32 52 Apr-18 12 Apr-18] 133 27 16 144 Apr-18] 50 Apr-18 7 Apr-18 0 Apr-18 0
May-18 77 136 May-18 61 13 May-18 13 May-18] 144 95 44 195 May-18] 73 May-18 7 May-18 0 May-18 0
Jun-18 61 149 Jun-18 0 0 Jun-18 7 Jun-18 195 61 68 188 Jun-18 194 Jun-18 0 Jun-18 0 Jun-18 0
Jul-18 66 235 Jul-18 57 59 Jul-18 3 Jul-18 188 62 54 196 Jul-18 67 Jul-18 8 Jul-18 0 Jul-18 0
Aug-18 62 136 Aug-18 41 4 Aug-18 23 Aug-18] 196 58 63 191 Aug-18 17 Aug-18 8 Aug-18 0 Aug-18 0
Sep-18 48 218 Sep-18 44 3 Sep-18 7 Sep-18] 191 34 49 176 Sep-18 3 Sep-18 7 Sep-18 0 Sep-18 0
Oct-18 84 175 Oct-18 77 113 Oct-18 10 Oct-18 176 12 45 143 Oct-18 13 Oct-18 11 Oct-18 0 Oct-18 0
Nov-18 82 116 Nov-18 70 42 Nov-18 9 Nov-18 143 5 42 106 Nov-18 15 Nov-18 11 Nov-18 0 Nov-18 0
Dec-18 81 133 Dec-18 2 35 Dec-18 11 Dec-18 106 6 15 97 Dec-18 38 Dec-18 6 Dec-18 0 Dec-18 0
Jan-19 91 145 Jan-19 108 33 Jan-19 21 Jan-19 97 33 20 110 Jan-19 52 Jan-19 10 Jan-19 0 Jan-19 0
Feb-19 74 124 Feb-19 57 10 Feb-19 22 Feb-19 110 43 22 131 Feb-19 15 Feb-19 8 Feb-19 0 Feb-19 0
Mar-19 45 190 Mar-19 35 7 Mar-19 12 Mar-19 131 18 21 128 Mar-19 16 Mar-19 7 Mar-19 0 Mar-19 0
Apr-19 61 195 Apr-19 42 70 Apr-19 7 Apr-19] 128 28 30 126 Apr-19] 30 Apr-19 3 Apr-19 0 Apr-19 0
May-19 70 196 May-19 37 9 May-19 14 May-19] 126 18 25 119 May-19| 58 May-19 9 May-19 0 May-19 0
Jun-19 62 222 Jun-19 0 2 Jun-19 25 Jun-19 119 25 26 118 Jun-19 221 Jun-19 2 Jun-19 0 Jun-19 0
Jul-19 92 172 Jul-19 62 37 Jul-19 11 Jul-19 118 37 21 134 Jul-19 123 Jul-19 8 Jul-19 0 Jul-19 0
Aug-19 51 164 Aug-19 49 44 Aug-19 6 Aug-19| 134 67 49 152 Aug-19 9 Aug-19 9 Aug-19 0 Aug-19 0
Sep-19 54 185 Sep-19 84 2 Sep-19 5 Sep-19| 152 14 26 140 Sep-19 11 Sep-19 8 Sep-19 0 Sep-19 0
Oct-19 62 194 Oct-19 36 56 Oct-19 11 Oct-19 140 14 39 115 Oct-19 20 Oct-19 4 Oct-19 0 Oct-19 0
Nov-19 58 144 Nov-19 62 69 Nov-19 12 Nov-19 115 11 23 103 Nov-19 26 Nov-19 5 Nov-19 0 Nov-19 0
Dec-19 83 177 Dec-19 1 26 Dec-19 16 Dec-19 103 31 25 109 Dec-19 73 Dec-19 6 Dec-19 0 Dec-19 0
Jan-20 111 145 Jan-20 112 17 Jan-20 26 Jan-20 109 33 25 117 Jan-20 32 Jan-20 10 Jan-20 0 Jan-20 0




Exam Applications Certificate Applications CPA Firm Registrations Professional Stds Cases Inactive Reinstatement CPA - Retired Candidate Touches
Month Initial Re-Exam Month Original Reciprocal Month Total Month | BeginBal | Open [ Closed [ End Bal Month Total Month Total Month Total Month Total
Feb-20 70 112 Feb-20 50 10 Feb-20 11 Feb-20 117 16 23 110 Feb-20 15 Feb-20 12 Feb-20 0 Feb-20 0
Mar-20 41 139 Mar-20 44 8 Mar-20 5 Mar-20 110 18 19 109 Mar-20 6 Mar-20 6 Mar-20 0 Mar-20 0
Apr-20 14 84 Apr-20 14 57 Apr-20 3 Apr-20 109 7 17 99 Apr-20 17 Apr-20 1 Apr-20 0 Apr-20 0
May-20 59 174 May-20 0 7 May-20 12 May-20] 99 9 23 85 May-20] 88 May-20 4 May-20 0 May-20 0
Jun-20 87 176 Jun-20 0 0 Jun-20 10 Jun-20 85 12 23 74 Jun-20 234 Jun-20 4 Jun-20 0 Jun-20 0
Jul-20 71 150 Jul-20 48 31 Jul-20 10 Jul-20 74 30 23 81 Jul-20 116 Jul-20 11 Jul-20 0 Jul-20 0
Aug-20 18 79 Aug-20 32 27 Aug-20 14 Aug20] 81 27 16 92 Aug-20 7 Aug-20 5 Aug-20 0 Aug-20 0
Sep-20 56 215 Sep-20 43 3 Sep-20 11 sep-20] 92 13 17 38 Sep-20 6 Sep-20 5 Sep-20 0 Sep-20 0
Oct-20 85 155 Oct-20 47 44 Oct-20 7 Oct-20 88 17 12 93 Oct-20 13 Oct-20 4 Oct-20 0 Oct-20 0
Nov-20 78 145 Nov-20 56 61 Nov-20 6 Nov-20 93 10 24 79 Nov-20 21 Nov-20 6 Nov-20 0 Nov-20 0
Dec-20 61 146 Dec-20 46 10 Dec-20 9 Dec-20 79 13 12 80 Dec-20 55 Dec-20 5 Dec-20 0 Dec-20 0
Jan-21 66 150 Jan-21 72 22 Jan-21 20 Jan-21 80 21 19 82 Jan-21 53 Jan-21 7 Jan-21 0 Jan-21 0
Feb-21 66 142 Feb-21 78 4 Feb-21 8 Feb-21 82 12 27 67 Feb-21 9 Feb-21 14 Feb-21 0 Feb-21 0
Mar-21 46 147 Mar-21 31 0 Mar-21 16 Mar-21 67 29 17 79 Mar-21 21 Mar-21 6 Mar-21 0 Mar-21 0
Apr-21 52 164 Apr-21 41 55 Apr-21 7 Apr-21 79 9 23 65 Apr-21 23 Apr-21 6 Apr-21 0 Apr-21 0
May-21 55 186 May-21 50 7 May-21 4 May-21] 65 8 4 69 May-21] 54 May-21 1 May-21 0 May-21 0
Jun-21 56 182 Jun-21 0 Jun-21 11 Jun-21 69 37 17 89 Jun-21 281 Jun-21 0 Jun-21 0 Jun-21 0
Jul-21 58 177 Jul-21 75 39 Jul-21 15 Jul-21 89 18 21 86 Jul-21 105 Jul-21 13 Jul-21 0 Jul-21 0
Aug-21 37 168 Aug-21 31 37 Aug-21 10 Aug21] 86 18 18 86 Aug21| 18 Aug-21 2 Aug-21 0 Aug-21 0
Sep-21 37 111 Sep-21 22 2 Sep-21 6 sep-21] 86 13 35 64 sep-21] 10 Sep-21 4 Sep-21 0 Sep-21 0
Oct-21 68 139 Oct-21 46 47 Oct-21 4 Oct-21 64 19 17 66 Oct-21 21 Oct-21 7 Oct-21 0 Oct-21 0
Nov-21 90 152 Nov-21 48 74 Nov-21 12 Nov-21 66 21 14 73 Nov-21 29 Nov-21 6 Nov-21 0 Nov-21 0
Dec-21 67 110 Dec-21 32 27 Dec-21 25 Dec-21 73 11 9 75 Dec-21 59 Dec-21 7 Dec-21 0 Dec-21 0
Jan-22 81 134 Jan-22 60 33 Jan-22 15 Jan-22 75 31 18 88 Jan-22 69 Jan-22 6 Jan-22 0 Jan-22 0
Feb-22 54 110 Feb-22 47 11 Feb-22 7 Feb-22 88 33 29 92 Feb-22 19 Feb-22 6 Feb-22 0 Feb-22 0
Mar-22 56 141 Mar-22 30 7 Mar-22 8 Mar-22 92 38 23 107 Mar-22 32 Mar-22 5 Mar-22 0 Mar-22 0
Apr-22 21 131 Apr-22 44 81 Apr-22 2 Apr-22] 107 21 38 90 Apr-22] 30 Apr-22 8 Apr-22 0 Apr-22 0
May-22 84 178 May-22 39 8 May-22 6 May-22] 90 21 19 92 May-22| 67 May-22 6 May-22 0 May-22 0
Jun-22 84 172 Jun-22 22 3 Jun-22 8 Jun-22 92 35 15 112 Jun-22 309 Jun-22 3 Jun-22 0 Jun-22 0
Jul-22 67 187 Jul-22 50 50 Jul-22 12 Jul-22 112 25 19 118 Jul-22 98 Jul-22 12 Jul-22 0 Jul-22 0
Aug-22 56 187 Aug-22 57 24 Aug-22 5 Aug22| 118 35 21 132 Aug22| 14 Aug-22 8 Aug-22 0 Aug22[ 15
Sep-22 57 140 Sep-22 30 1 Sep-22 6 sep-22] 132 24 21 135 Sep-22 7 Sep-22 6 Sep-22 0 sep-22| 130
Oct-22 80 149 Oct-22 34 57 Oct-22 8 Oct-22 135 24 12 147 Oct-22 9 Oct-22 5 Oct-22 0 Oct-22 139
Nov-22 87 169 Nov-22 47 67 Nov-22 14 Nov-22 147 7 19 135 Nov-22 25 Nov-22 5 Nov-22 0 Nov-22 53
Dec-22 63 142 Dec-22 38 15 Dec-22 10 Dec-22 135 23 33 125 Dec-22 52 Dec-22 5 Dec-22 0 Dec-22 0
Jan-23 75 156 Jan-23 44 30 Jan-23 23 Jan-23 125 14 22 117 Jan-23 78 Jan-23 7 Jan-23 0 Jan-23 0
Feb-23 46 141 Feb-23 32 9 Feb-23 9 Feb-23 117 12 21 108 Feb-23 18 Feb-23 3 Feb-23 0 Feb-23 70
Mar-23 49 192 Mar-23 40 11 Mar-23 3 Mar-23 108 41 25 124 Mar-23 19 Mar-23 4 Mar-23 0 Mar-23 61
Apr-23 55 168 Apr-23 47 64 Apr-23 6 Apr-23] 124 22 30 116 Apr-23] 49 Apr-23 8 Apr-23 0 ror-23] 74
May-23 78 208 May-23 27 5 May-23 2 May-23] 116 9 20 105 May-23] 114 May-23 3 May-23 0 May-23 0
Jun-23 99 262 Jun-23 20 2 Jun-23 4 Jun-23 105 12 16 101 Jun-23 229 Jun-23 2 Jun-23 0 Jun-23 27
Jul-23 61 222 Jul-23 62 39 Jul-23 13 Jul-23 101 25 36 90 Jul-23 98 Jul-23 15 Jul-23 0 Jul-23 0
Aug23] 132 285 Aug-23 52 36 Aug-23 14 Aug23] 90 38 21 107 Aug23] 21 Aug-23 3 Aug-23 0 Aug23] 10
sep-23] 128 242 Sep-23 33 2 Sep-23 5 sep-23] 107 11 20 98 Sep-23 9 Sep-23 2 Sep-23 1 sep-23] 67
Oct-23 98 269 Oct-23 61 32 Oct-23 11 Oct-23 98 9 25 82 Oct-23 19 Oct-23 8 Oct-23 16 Oct-23 281
Nov-23 38 147 Nov-23 62 55 Nov-23 5 Nov-23 82 18 13 87 Nov-23 15 Nov-23 3 Nov-23 19 Nov-23 37
Dec-23 29 119 Dec-23 41 21 Dec-23 18 Dec-23 87 15 15 87 Dec-23 45 Dec-23 4 Dec-23 27 Dec-23 0
Jan-23 74 228 Jan-23 43 22 Jan-23 5] Jan-23 87 11 15 83 Jan-23 45 Jan-23 14 Jan-23 23 Jan-23 46
Feb-23 0 0 Feb-23 0 0 Feb-23 0 Feb-23 83 0 0 83 Feb-23 0 Feb-23 0 Feb-23 Feb-23 0
Mar-23 0 0 Mar-23 0 0 Mar-23 0 Mar-23 83 0 0 83 Mar-23 0 Mar-23 0 Mar-23 Mar-23 0
Apr-23 0 0 Apr-23 0 0 Apr-23 0 Apr-23 83 0 0 83 Apr-23 0 Apr-23 0 Apr-23 Apr-23 0
May-23 0 0 May-23 0 0 May-23 0 May-23] 83 0 0 83 May-23 0 May-23 0 May-23 May-23 0
Jun-23 0 0 Jun-23 0 0 Jun-23 0 Jun-23 83 0 0 83 Jun-23 0 Jun-23 0 Jun-23 Jun-23 0
Jul-23 0 0 Jul-23 0 0 Jul-23 0 Jul-23 83 0 0 83 Jul-23 0 Jul-23 0 Jul-23 Jul-23 0
Aug-23 0 0 Aug-23 0 0 Aug-23 0 Aug23| 83 0 0 83 Aug-23 0 Aug-23 0 Aug-23 Aug-23 0
Sep-23 0 0 Sep-23 0 0 Sep-23 0 sep-23] 83 0 0 83 Sep-23 0 Sep-23 0 Sep-23 Sep-23 0
Oct-23 0 0 Oct-23 0 0 Oct-23 0 Oct-23 83 0 0 83 Oct-23 0 Oct-23 0 Oct-23 Oct-23 0
Nov-23 0 0 Nov-23 0 0 Nov-23 0 Nov-23 83 0 0 83 Nov-23 0 Nov-23 0 Nov-23 Nov-23 0
Dec-23 0 0 Dec-23 0 0 Dec-23 0 Dec-23 83 0 0 83 Dec-23 0 Dec-23 0 Dec-23 Dec-23 0

Began Tracking



ITEM VI-B

North Carolina State Board of Certified Public Accountant Examiners

Executive Staff Report

Education and Awareness Initiatives
The following Education and Awareness activities have taken place since the last board meeting:

e (Catawba College — Barry Leonard, CPA, a Catawba College alum, invited Executive staff
to present to the students and faculty about new rules and regulations for CPAs, as well
as applying for and taking the CPA Exam in NC. Forty-six students attended the on-
campus event held on January 29.

e Appalachian State University — Executive staff presented to members of Beta Alpha Psi
at their monthly meeting on February 12.

e Wake Technical Community College — The National Association of Black Accountants
(NABA, Inc.) at Wake Tech co-hosted a Black History event on North Campus on
February 14. The Executive staff and Examinations Specialist, Phyllis Elliott, set up a table
at the event to distribute materials and talk with students about the accounting
profession and taking the CPA Exam.

NC CPA Exam Candidate Bulletin

The Board will distribute the February edition of the NC CPA Exam Candidate Bulletin on
February 22. The Bulletin provides candidates with information about various Board initiatives
and policies that may impact them as the new Exam is underway. We will distribute the last
monthly Bulletin in March.

GL Solutions

Executive staff continue to work with GL Solutions to complete pending projects and prepare to
start new projects that will continue to enhance the Board’s technology platform and capabilities.
The annual firm renewal is almost complete, with less than 75 firms yet to renew. Board staff
implemented a policy approved by the Board at its January 22, 2024, meeting to waive firm
renewal late fees through February 28, 2024.

As part of our technology enhancements, Licensing Manager Buck Winslow is incrementally
communicating with all licensees about creating a user account. This is critical as individual
license renewal will start in a couple of months, and renewal will occur through each CPA's portal
account.
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