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Instructions
.01 This section of the manual contains a Team Captain Checklist for AICPA Peer Review Program System
Reviews. It provides a basic overview of the way in which these reviews—regardless of firm size—are to be conducted.
.02 The checklist steps should normally be completed in the order presented. Place an "X" in the space to indicate the step has been completed or "N/A" if the step is not applicable.
.03 Questions regarding the use of this checklist, any other materials, or about the review in general should be
directed to the staff of the administering entity or to such other individuals the administering entity may identify for
that purpose.
.04 This checklist must be completed on System Reviews, whether those reviews are conducted by a review
team formed by a firm engaged by the firm under review or by an authorized association of CPA firms.
.05 This form should be completed for System Reviews commencing on or after April 1, 2014.
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PLANNING & PERFORMING
Completed
I.

Prior to Accepting Peer Review Client
1. Determine that reviewing firm, the review team, and any other individuals who participate on the peer review are independent and free from any obligation to, or interest in,
the reviewed firm or its personnel.
2. Determine your capability to perform a peer review:
 Obtain and consider information about the firm to be reviewed, including size, nature
of practice, industry specializations, and levels of service compared to your firm
 Determine availability of peer reviewers with appropriate levels of expertise and
experience to perform the review


Determine that all team members meet the qualifications to perform a peer review

3. Consult with the administering entity concerning any of the following matters which
may affect your ability to perform the peer review.
 If any proposed peer review team members have received any communications
from regulatory, monitoring, or enforcement bodies relating to allegations or investigations of a peer reviewer or reviewing firm's accounting and auditing practice,
and notifications of limitations or restrictions on a peer reviewer or reviewing firm
to practice
 If you or your firm performed an inspection, engagement review, quality control
consulting, or other monitoring activities to the firm during the peer review year or
the immediately preceding year
 If you or any members of the review team provided the reviewed firm with quality
control materials that have not undergone an independence review under the
Standards for Performing and Reporting on Peer Reviews
II. Planning the Review (see AICPA Standards for Performing and Reporting on Peer
Reviews (sec. 1000) (Standards) paragraph .106)
4. Communicate with the firm about the peer review timing, responsibilities, and administrative matters. Consider the following:


Confirm peer review year-end date.




Timing of review fieldwork and expected date of exit conference.
Due date of peer review, and whether it will need to request an extension from the
administering entity (AE) or U.S. Government Accountability Office (GAO).



Confirm that the AE has confirmed receipt of peer review arrangements.



Ability to support electronic MFC form completion, and that it registered.
If the firm has had an acquisition of another practice or portion thereof, or divestiture of a significant portion of its practice, including the sale of any portion of the
firm’s non-attest practice to a non-CPA owned entity during or subsequent to the
peer review year, consult with the administering entity prior to the commencement
of the review to determine the appropriate scope of the review and other actions
that should be taken.
If it is cost prohibitive or extremely difficult to arrange for the review to be performed at the reviewed firm’s office, consider whether the circumstances can support requesting approval from the administering entity to perform the review at a
location other than the reviewed firm’s offices. This request should be made prior
to the commencement of fieldwork and will be approved by administering entities
only in rare situations. A copy of the administering entity approval should be kept
with the peer review documents.
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5. Obtain the results of the prior peer review (see Standards paragraph .39):


Consider whether the issues discussed in those documents require additional emphasis in the current review and, in the course of the review, evaluate the actions of
the firm in response to the prior report. Document your considerations in the Summary Review Memorandum.



Prior peer review report.



The letter of response, if applicable.



The letter of acceptance, all from the reviewed firm.



Obtain the prior FFC forms, if applicable (from the administering entity if the team
captain's firm did not perform the prior peer review).

6. Inquire of the firm about the areas to be addressed in the written representations (see
Standards paragraph .40):


Consider whether the areas discussed require additional emphasis in the course of
the review.



Discuss with firm management the recent clarification of noncooperation provisions regarding the omission or misrepresentation of the firm's accounting and
auditing engagements. Ensure that the firm understands its responsibility for confirming in the representation letter the completeness of the engagement listing provided. Emphasize that failure to properly include engagements on the list could be
deemed as failure to cooperate. This may result in termination from the peer review program and referral to the AICPA Professional Ethics Division for investigation of a possible violation of the AICPA Code of Professional Conduct (see
Interpretation 5h-1).



Discussions should be with members of management whom the team 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 control. Such members of management normally include the managing
partner and partner or manager in charge of the firm’s system of quality control.

7. Obtain a sufficient understanding of the nature and extent of the firm's accounting and
auditing practice and related quality control system to plan the review (see Standards
paragraphs .41–.45):


Understanding of the firm’s accounting and auditing practice and system of quality
control through inquiries of appropriate management and other personnel, review
of the firm’s internal policies and procedures, and review of the firm’s responses to
questionnaires developed by the board.



Request the firm provide a copy of its completed Quality Control Policies and Procedures Questionnaire (section 4300 or section 4400, as applicable). Firms that
have developed a comprehensive quality control document as contemplated by
SQCS No. 8 may generally provide that document to the peer reviewer in lieu of
completing this questionnaire. However, the team captain may request that a firm
complete this checklist even if it has a quality control document.



Request the firm to complete section 4750, Managing Partner/Chief Executive
Officer Interview.



Understanding should include knowledge about
— the reviewed firm’s organization and philosophy, and
— the composition of its accounting and auditing practice.
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Sufficient understanding of the reviewed firm’s system of quality control with respect to each of the quality control elements in SQCS No. 8 to plan the review.
Quality control policies and procedures applicable to a professional service provided by the firm should encompass the following elements:
— Leadership responsibilities for quality within the firm (the tone at the top)
— Relevant ethical requirements (such as independence, integrity, and objectivity)
— Acceptance and continuance of client relationships and specific engagements
— Human resources
— Engagement performance
— Monitoring
Note: The nature, extent, and formality of such policies and procedures should
be comprehensive and suitably designed in relation to the firm’s size, the
number of its offices, the degree of operating autonomy allowed its personnel
and its offices, the knowledge and experience of its personnel, the nature and
complexity of the firm’s practice, and appropriate cost-benefit considerations.






Knowledge about the design of the reviewed firm’s quality control policies and
procedures in accordance with quality control standards established by the AICPA
and how the policies and procedures identify and mitigate risk of material noncompliance with applicable professional standards.
Understanding of monitoring policies and procedures since its last peer review and
their potential effectiveness.
Request the firm to provide
— an engagement list. The list should contain all engagements (by name or by
blind code number) with periods ending during the year under review whether
issued or not and covered by the definition of an accounting and auditing practice for peer review purposes. The list should contain the data described in
question 8 of paragraph .36 in section 4100, Instructions to Firms Having a
System Review, for each engagement. Discuss with the firm the process and
related controls in place to ensure completeness of the engagement listing
population including, but not limited to, all must-select engagements.
— a list of the firm’s personnel, showing name, position, and years of experience
(a) with the firm and (b) in total.

8. Assess peer review risk (see Standards paragraphs .46–.52):
 Consider assessed level of inherent and control risk when selecting offices and
engagements to be reviewed.



Assessment of risk is qualitative and not quantitative.
Evaluate the firm’s quality control policies and procedures over its accounting and
auditing practice in relation to the requirements contained in SQCS No. 8.

9. Use the knowledge obtained from the foregoing to select the offices and the engagements to be reviewed and to determine the nature and extent of the tests to be applied in
the functional areas (see Standards paragraphs .53–.63):
 Tests should be performed at the practice office(s) visited, and should include the
following:
— Review highest risk areas on selected engagements, including accounting and
auditing documentation, and reports
— Review evidential material to determine whether the firm has complied with
its policies and procedures for monitoring its system of quality control
— Review other evidential matter as appropriate
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Office selections—consider the following factors when assessing peer review risk
at the office level:
— Number, size, and geographic distribution of offices
— Degree of centralization of accounting and auditing practice control and supervision
— Review team’s evaluation, if applicable, of the firm’s monitoring procedures
— Recently merged or recently opened offices
— Significance of industry concentrations and of specialty practice areas
— Extent of non-audit services to audit clients
— Significant clients’ fees to practice office and partners



Engagement selections:
— Attestation engagements with report dates during the year under review.
— Reasonable cross selection of the reviewed firm’s accounting and auditing
practice, with greater emphasis on those engagements with higher assessed
levels of peer review risk.
— Provide the reviewed firm with the initial selections no earlier than three
weeks prior to the commencement of the peer review procedures at the related
practice office or location. Request the firm to complete the profile sheets in
the engagement checklists and to assemble the working papers and reports
before the review begins.
— At least one engagement from the initial selection to be reviewed should be
provided to the firm once the review commences and not provided to the firm
in advance. This engagement would ordinarily be an audit.



If the firm performs any of the following types of engagements, then at least one of
each of the following types that the firm performs is required to be included in the
sample of engagements selected for review (Interpretation 63-1 [sec. 2000]):
— Engagements subject to the Government Auditing Standards (the Yellow
Book). (If the engagement selected is of an entity subject to GAS but not subject to the Single Audit Act/OMB Circular A-133 and the firm performs engagements of entities subject to OMB Circular A-133, at least one such
engagement should also be selected for review. The review of this additional
engagement may exclude those audit procedures strictly related to the audit of
the financial statements. See Interpretation 63-1a.)
— Audit engagements pursuant to the Employee Retirement Income Security Act
(ERISA).
— Federally insured depository institution engagements with more than $500
million in total assets subject to Section 36 of the Federal Deposit Insurance
Act.
— Audits of carrying broker-dealers. It is also expected that if a firm’s audits of
broker-dealers include only non-carrying broker-dealers, the team captain
should be aware of and give special consideration to the risks associated with
such broker-dealer audits in making engagement selections.
— Examinations of service organizations (Service Organization Control [SOC] 1
and 2 engagements).



Confirm that the firm understands its responsibilities concerning engagement(s) or
certain aspects of functional areas it wishes to exclude from selection. If in a rare
situation the firm has legitimate reasons for the exclusion, confirm that it has requested and obtained a waiver for the exclusion(s) from the administering entity
prior to the commencement of the review.
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III. Performing the Review:
10. Review the firm's design and compliance with its system of quality control. The review
should cover all organizational or functional levels within the firm (see Standards paragraphs .53–.54):
 Prepare the applicable checklist in section 4500, Guidelines for Review of Quality
Control Policies and Procedures for Sole Practitioners, or section 4600, Guidelines for Review of Quality Control Policies and Procedures for Firms With Two
or More Personnel.
 Interview firm professional personnel at various levels and, if applicable, other
persons responsible for a function or activity to assess their understanding of, and
compliance with, the firm’s quality control policies and procedures. Complete section 4700, Staff Interview Questionnaire, as applicable.
 Develop a general plan for the nature and extent of conducting compliance tests of
engagements.
 Prepare, if applicable, the checklist, section 5200, Guidelines for Review of Quality
Control Policies and Procedures For Non-CPA Owned Entities Closely Aligned
With a CPA Firm.
11. Review highest risk areas on selected engagements, including the relevant accounting,
audit, and attestation documentation and reporting (see Standards paragraphs .64–.65):


Perform procedures to determine the reviewed firm has appropriately
— identified the highest risk areas on each audit engagement selected for the peer
review,
— performed the necessary audit procedures related to the identified highest risk
areas, and
— documented the auditing procedures performed in these highest risk areas.

12. Conclude on the review of engagements (see Standards paragraphs .66–.67):
 Conclude the review by documenting whether anything came to its attention that
caused it to believe that the engagement was not performed and/or reported on in
conformity with applicable professional standards in all material respects. (Int. 66-1)
 Promptly inform the firm when an engagement is not performed and/or reported on
in conformity with applicable professional standards, and remind the firm of its
obligation under professional standards to take appropriate action. (Int. 67-1)
13. Obtain the written representations from the reviewed firm (see Standards paragraph
.05(f) and appendix B):


Describe matters significant to the peer review.



Ensure the minimum applicable representations are made. (Appendix B, .208.1)
Should be obtained for the entire firm and not for each individual engagement the
firm performs:
— Firm management's refusal to furnish written representations to the team captain or review captain constitutes a failure to cooperate with the reviewer and
thus the administering entity and with the AICPA Peer Review Board, and the
firm would be subject to fair procedures that could result in the firm's enrollment in the program being terminated. (Int. 5h-1)





The written representation should be
— addressed to the team captain.
— dated the same date as the peer review report.
— signed by those members of management whom the team captain believes are
responsible for and knowledgeable about matters covered in the representations, the firm, and its system of quality control.

AICPA Peer Review Program Manual

PRP §4900.07

System Reviews

4908

00-9 APR 2014

Completed
14. Reassess the adequacy of the scope of the review based on the results obtained to determine whether additional procedures are necessary (see Standards paragraph .68):


If the review team concludes there was a failure to reach an appropriate conclusion
on the application of professional standards in all material respects on one or more
of the reviewed engagements, the review team should consider whether the application of additional peer review procedures is necessary.



Document this consideration in the working papers.



Apply additional procedures to determine whether the failure is indicative of a
pattern of such failures, whether it is a significant deficiency in the design of the
reviewed firm’s system of quality control or its compliance with the system, or
both. Procedures may include the following:
— Expansion of scope to review all or relevant portions of one or more additional
engagements or aspects of functional areas
— Same industry
— Supervised by same individual
— Other characteristics associated with the failure to perform and/or report in
conformity with professional standards



Reviewer may conclude that further procedures are unnecessary because of compensating controls or other reasons.

15. Prepare the MFC forms and Disposition of MFC (DMFC) forms (see Standards paragraphs .73–.74):


The MFC forms are subject to review and oversight by the administering entity:
— Access PRISM to create MFC form(s) or indicate no MFCs are necessary

16. Aggregate and systemically evaluate the matters (see Standards paragraphs .75–.86):


Review team must aggregate matters noted during the peer review, and determine
whether the matters were the
— result of the design of the reviewed firm’s system of quality control, or
— failure of its personnel to comply with the firm’s quality control policies and
procedures.



Design matters exist when the reviewed firm’s system of quality control is not designed properly. For example, the system of quality control
— is missing a quality control policy or procedure, or
— existing quality control policies and procedures, even if fully complied with,
would not result in engagements performed and/or reported on in accordance
with professional standards in some respect.



Compliance matters exist when a properly designed quality control policy or procedure does not operate as designed because of the failure of the personnel of the
reviewed firm to comply with it:
— The review team should consider the likelihood that noncompliance with a
given quality control policy or procedure could have resulted in engagements
not being performed and/or reported on in conformity with applicable professional standards in all material respects.



Where there is indication that a matter(s) could be a finding, and/or the firm failed
to perform and/or report in conformity with applicable professional standards in all
material respects, the review team must determine the cause of the finding or failure (Int. 83-1). Causes that may be systemic and affect the type of peer review report issued include the following:
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— 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.
— 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.
— The failure should have been detected if the firm's quality control policies and
procedures had been followed.
— The failure should have been detected by the application of quality control
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 administering entity before reaching such a conclusion.


A finding or failure may be the result of an isolated human error, and therefore,
would not necessarily mean that a peer review report with a peer review rating of
pass with deficiencies or fail should be issued.



The review team must consider the pattern and pervasiveness of matters and their
implications for compliance with the firm's system of quality control as a whole, in
addition to their nature, causes, and relative importance in the specific circumstances in which they were observed.

17. Determine the relative importance of matters (see Standards paragraphs .69–.72):


A matter is a result of the peer reviewer’s evaluation of the design of the reviewed
firm’s system of quality control and/or tests of compliance with it.
— Tests of compliance include inspection, inquiry, and observation performed by
the reviewing engagements and testing other aspects of the reviewed firm’s
system of quality control.
— Matters are typically one or more “no” answers to questions in peer review
questionnaire(s) that a reviewer concludes warrants further consideration in
the evaluation of a firm’s system of quality control.
— A matter is documented on a MFC form.



Depending on the resolution of a matter and the process of aggregating and evaluating peer review results, a matter may develop into a finding. Findings will also be
evaluated and, after considering the nature, causes, pattern, pervasiveness, and relative importance to the system of quality control as a whole, may not get elevated to a
deficiency. A matter may develop into a finding and get elevated to a deficiency.
That deficiency may or may not be further elevated to a significant deficiency.



A finding is one or more related matters that result from a condition in the reviewed firm’s system of quality control or compliance with it such that there is
more than a remote possibility that the reviewed firm would not perform and/or
report in conformity with applicable professional standards.
— A peer reviewer will conclude whether one or more findings are a deficiency
or significant deficiency.
— If the peer reviewer concludes that no finding, individually or combined with
others, rises to the level of deficiency or significant deficiency, a report rating
of pass is appropriate.
— A finding not rising to the level of a deficiency or significant deficiency is
documented on a FFC form.
— Administering entity will evaluate FFC form responses for appropriateness
and responsiveness, and determine if any further action is necessary.
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A deficiency is one or more findings that the peer reviewer has concluded, due to
the nature, causes, pattern, or pervasiveness, including the relative importance of
the finding to the reviewed firm’s system of quality control taken as a whole, could
create a situation in which the firm would not have reasonable assurance of performing and/or reporting in conformity with applicable professional standards in
one or more important respects.
— It is not a significant deficiency if the peer reviewer has concluded that except
for the deficiency or deficiencies, the reviewed firm has reasonable assurance
of performing and reporting in conformity with applicable professional standards in all material respects.
— Such deficiencies are communicated in a report with a peer review rating of
pass with deficiencies.
A significant deficiency is one or more deficiencies that the peer reviewer has concluded results from a condition in the reviewed firm’s system of quality control or
compliance with it such that the reviewed firm’s system of quality control taken as
a whole does not provide the reviewed firm with reasonable assurance of performing and/or reporting in conformity with applicable professional standards in all
material respects.
— Such deficiencies are communicated in a report with a peer rating of fail.

18. Form conclusions on the type of report to issue (see Standards paragraphs .87–.90):
 The team captain must use professional judgment in determining the type of peer
review report to issue. This judgment requires the consideration of several factors,
including
— an understanding of the firm's system of quality control and the nature, causes,
pattern, and pervasiveness of matters, and
— their relative importance to the firm's system of quality control taken as a
whole, including limitations on the scope of the review.
 A report with a peer review rating of pass should be issued when the team captain
concludes that the firm's system of quality control 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.
— There are no deficiencies or significant deficiencies that affect the nature of
the report and, therefore, the report does not contain any deficiencies, significant deficiencies, or recommendations.
— In the event of a scope limitation, a report with a peer review rating of pass
(with a scope limitation) is issued.
 A report with a peer review rating of pass with deficiencies should be issued when
the team captain concludes that the firm's system of quality control 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.
— These deficiencies are conditions related to the firm's design of and compliance with its system of quality control that could create a situation in which
the firm would have less than reasonable assurance of performing and/or reporting in conformity with applicable professional standards in one or more
important respects due to the nature, causes, pattern, or pervasiveness, including the relative importance of the deficiencies to the quality control system
taken as a whole. In the event of a scope limitation, a report with a peer review
rating of pass with deficiencies (with a scope limitation) is issued.
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A report with a peer review rating of fail should be issued when the team captain
has identified significant deficiencies and concludes that the firm's system of quality control 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 control
to provide the firm with reasonable assurance of performing and reporting in conformity with applicable professional standards in all material respects:
— In the event of a scope limitation, a report with a peer review rating of fail
(with a scope limitation) is issued.

19. Conduct an exit conference with senior members of the reviewed firm to discuss the
review team's comments; matters, findings, deficiencies, and significant deficiencies
identified; recommendations; MFCs and related FFCs; and the type of report to be issued and the deficiencies or significant deficiencies to be included in such report and to
resolve any disagreements (see Standards paragraphs .91–.92):


Ordinarily the team captain should be physically present at the exit conference:
— Representatives of the administering entity, the board, AICPA staff, or other
board authorized organizations with oversight responsibilities may also attend.



The exit conference should be postponed if there is any uncertainty about the report to be issued or the deficiencies or significant deficiencies to be included in the
report.



The review team should communicate that the firm will be required to respond to
the findings documented on the FFC form(s), and/or the deficiency(ies) or significant deficiencies included in the peer review report.



The review team should communicate that the firm may be required, if applicable,
to (1) take certain actions to correct the deficiencies or significant deficiencies noted in the report and/or (2) complete an implementation plan to address the findings
noted in the FFC form(s).



The review team should discuss with the reviewed firm the implications of these
steps on the acceptance and completion of the peer review and the reviewed firm's
enrollment in the program.



The exit conference is the appropriate vehicle for providing suggestions to the firm
that are not included in the report, FFC form(s), or MFC form(s).



The reviewed firm should not publicize the results of the review or distribute copies of the report to its personnel, clients, or others until it has been advised that the
report has been accepted by the administering entity.



Notify the administering entity promptly if there is a change in the date of the exit
conference.

20. Prepare a written report on the results of the review and provide a copy to the reviewed
firm within 30 days of the exit conference date, or by the firm’s peer review due date
(whichever is earlier) (see Standards paragraphs .94–.96).
21. Review and provide comments to the reviewed firm on its response to the report, and
FFC forms, if applicable (see Standards paragraphs .97–.101):


If the reviewed firm receives a report with a peer review rating of pass with deficiencies or fail, the reviewed firm should respond in writing to the deficiencies or
significant deficiencies and related recommendations identified in the report.
— The letter of response should be addressed to the administering entity's peer
review committee.
— The letter should describe the actions planned (including timing) or taken by
the reviewed firm with respect to each deficiency in the report.
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— The reviewed firm should submit a copy of the report, and its letter of response, to the administering entity within 30 days of the date it received the
report from the team captain or by the firm's peer review due date, whichever
date is earlier.
— Prior to submitting the response to the administering entity, the reviewed firm
should submit the response to the team captain for review, evaluation, and
comment (Int. 97-1).


The reviewed firm should respond to all findings and related recommendations not
rising to the level of a deficiency or significant deficiency on the related FFC
forms.
— Responses should describe the plan the reviewed firm has implemented or will
implement (including timing) with respect to each finding.
— The team captain should review and evaluate the responses on the FFC forms
before they are submitted to the administering entity.



Illustrative letters of response are located in Appendixes F, H, J, and L.

22. Send the appropriate working papers to the administering entity within 30 days of the
exit conference or by the firm’s peer review due date, whichever is earlier.


For all reviews, submit a copy of the following:
— The report and letter of response, if applicable. (Reminder: The reviewer is not
expected to delay submission of peer review documents to the administering
entity for receipt or review of the letter of response from the firm.)
— Summary Review Memorandum.
— DMFC form, if not submitted via PRISM.
— The FFC forms, as applicable.
— The MFC forms, if not submitted via PRISM.
— The 22,100-Part A, Supplemental Checklist(s) for Review of Single Audit Act/
A-133 Engagement(s) (if applicable).
— The engagement profile(s) for A-133 engagements reviewed (if applicable).
— The firm's representation letter.



Note that other working papers on these reviews are subject to oversight procedures, which may be requested at a later date.



For reviews administered by the National PRC, also include all other working papers incorporated by reference, including the engagement checklists, Quality Control Policies and Procedures Questionnaire, quality control document and related
practice aids, Team Captain Checklist, Managing Partner/Chief Executive Officer
Interview, staff interview, focus group, or other interview sessions, planning documents, and any other relevant documents.
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