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CHAPTER 1 : QUALITY CONTROL 

3. 

•	 Applicable to – all firms 
•	 Nature of P&Ps – depends on various factors 

such as: 
(a)	 Size 	 (b) Network Firms 
(c)	 Operating characteristics of the firm, etc. 

1. 
 Objective

AND

Definition

(b) 
Reports issued 
by – Firm / EP is
appropriate in 
circumstances 

The firm should 
establish a 

system of QC

4. System of QC

The firm’s system of QC – P&Ps  to be 

to firm’s personnel and cover: 

Monitoring 

Leadership Responsibilities 
for Quality with the firm

Ethical Requirements

Acceptance and Continuance 
of Client Relationships and  
Specific Engagements

Human Resources

Engagement Performance

A

C

E

B

D

F

(iii) 
Listed Entity 

An entity whose – Shares / 
 Stock / Debt

Quoted or 
listed on 

RSE

Traded under 
regulation of RSE 
or other equiva-

lent body

OR 

(i)  
Engagement Documentation

• Record of

Work  
performed

Result 
obtained

Conclusions 
reached

• Documentation - 	for specific  
    engagement is assembled in an     
    engagement file. 

Excludes 
Individuals with  

client’s IAF (SA 610)

(ii) 
Engagement Team

All personnel 
performing 

engagement

Including,  
experts contracted 

by firm

Partners & staff 

(iv)
 Partner 

Any individual with authority 

to bind the firm 

w.r.t. performance of 
 professional services  

engagement

(v) 
Suitably qualified  
external person 

 

An individual – outside the 
firm with C-C to act as EP

Eg: Partner / Employee (with 
appropriate experience)  

of another firm 

with regard to its personnel

Development    Documentation Support 

of its QCPP

Firm’s CEO or 
Managing Partners 

Communicated  
in many ways

Have sufficient & appropriate:

Develop a 
culture 

Internal 
Documentation

Training 
Materialsand

that quality 
is essential

in performing 
engagement

i

iv v vi

ii iii

to achieve quality in all engagements. 
Accordingly, firm need to:

ASSIGN

MGT Responsibilities 

So that 
commercial 

considerations

Do not 
override

Quality 
of work 

performed

Performance 
Evaluation

Compen-
sation

Promotion

ADDRESS DEVOTE 
Issue on Sufficient resources for

assume ultimate  
responsibility for  
system of QC

Documented in 
internal docs&

Incorporated in firm’s Firm’s business strategy Person with operational responsibility

Responsibility Experience

Ability Authority

Leadership Responsibilities for Quality within the firm

2. Applicability

(a) 
Firm & its  
personnel 

comply with  
PS – R&L

LEGEND: QC = Quality Control | RA = Reasonable Assurance | P&Ps = Policies & Procedures | IAF = Internal Audit Function |  C-C = Capabilities and Competence  

Quality Control for Firms that Perform Audits and Reviews of Historical  
Financial Information, & Other Assurance and Related Services Engagements

SQC 
 1

4.A

to provide 
RA that

Documented Communicated&
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Ethical  
Requirements

4.BRelevant Ethical 
requirements

(4) Familiarity Threat

Process for 
dealing  
with non-  
compliance

Monitoring

Education 
& training

Leadership 
of Firm

P&Ps -  
to emphasize 

Fundamental  
principles, rein-

forced by

Firm, its personnel &  
others (if any) need to: P&Ps to require

Familiarity Threat: 

(a) 
Communicate 

independence 
requirements 

to personnel 
& others

or
by 

(c) Take appropriate action 
↓

to eliminate/reduce threats 
↓

to an acceptable level

applying 
safeguards withdrawal

Accumulate & communicate 

Info to appropriate personnel 

To determine  
whether they  

satisfy  
independence  
requirements

Firm can 
maintain 
& update 

info

To take action 
regarding  
identified 

threats

EP to provide 
firm with 

relevant info. 
about client 
engagements

Personnel to promptly notify 

Circumstances & relationships 

that create threat 

to take appropriate action

EP & Other → Firm  

Personnel → firm 

Personnel to promptly notify 

firm of breach

of which they become aware 

Firm → EP 

Firm to promptly communicate 

identified breaches of P&Ps 

to EP & other relevant  
personnel

Obtain annual written  
confirmation 

of compliance with  
independence requirements 

	
from all firm personnel 

EP & other individuals to 
promptly communicate 

to firm of actions taken to 
resolve the matter 

Nature of 
engagement

Extent 
of public 
interest 
involved

Length of 
service of 

senior on an 
engagement

Set out criteria to reduce familiarity 
threat to an acceptable level,  

considering 

1 2

4

Independence

Rotate EPs after 
a pre-defined 

period 
(Normally, upto 
7 years except, 

proprietors)

Such auditors   

subjected to   

mandatory peer 
review. 

(b)  
Identify & Evaluate 

circumstances &  
relationships 

that create threats  
to independence

Objectivity;

Professional 
behavior

 Integrity;

Professional  
competence and 

due care;

Confidentiality; 
and

b

d

a

c

e

Comply with relevant 
ethical requirements 

which includes 
In case of breaches of independence  

requirements P&Ps include requirements for:3

 For, listed entities audits

CHAPTER 1 : QUALITY CONTROL 

SQC 1
LEGEND: PS-R&L = Professional Standards, Regulatory & Legal Requirements  | EP = Engagement Partner | RSE = Recognised Stock Exchange
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Acceptance and Continu-
ance of Client Relationship 
and Specific Engagements

4.C
Establish P & P to provide firm with RA

(i)

that it will undertake or continue relationships & 
               engagements only where:

(a) Client integrity 
has been considered

(b) Is competent to 
perform engagement w.r.t. 

(c) Can comply with ethical requirements

(a) MGT Integrity w.r.t. Integrity of Client 
Consider:

Attitude
Business reputation

Identity 

Proposed  
appointment

Non- 
reappointment

Limitation in 
scope of work 

Client in money 
laundering

4 	 Client’s Principal owners, KMP etc 
			 

4	 Nature of client’s operations 
4	 Indications of 
	

4	 Reasons for – firm’s 
		
	

4	 Aggression to keep firm’s fees low

(b) Capabilities, Competence, Time & Resources : Firm’s Personnel 

Criteria Eligibility requirement

4	 Knowledge of relevant industries or subject matters 
4	 Experience with regulatory or reporting requirements 
4	 Sufficient personnel with capabilities & competence 
4	 Availability of experts 
4	 Individuals meeting 

			    
4	 Ability to complete the engagement within deadline 

(a)  Recruitment 

(b)  Performance evaluation;

(c)  Capabilities;

(d)  Competence;

(e)  Career development;

(f)   Promotion;

(g)  Compensation; and

(h) Estimation of personnel needs.

Address following personnel issues:

                How to develop? 
(a)	 Professional education,
(b)	Continuing professional 

development, including 
training,

(c)	 Work experience,
(d)	Coaching by more  

experienced staff.

Commitment 
to ethical 
principles

• Responsibility of EP

C-C

• Firm has sufficient personnel with 

Clearly defined 

Communicated
&

Be Provided
Evaluation of &  
counseling on:
4	Performance 
4	Progress 
4	Career development 

Understand 
4 Performance quality 
4 Adherence to ethical principles 
4 Disciplinary action on failure to 

comply with firm’s P&Ps. 

Be Aware 

of firm’s  
expectation w.r.t. 
performance & 
ethical principles

(ii)
EP

CommunicatedClearly
defined

Identity 
& Role 
of EP is

commu-
nicated 

to

client’s 
MGT & 
TCWG

&

EP has appropriate 

C-C      Authority      Time

(d) Technical  
knowledge, of 

IT as well 

(e) Knowledge 
of relevant 
industries 

(f) Ability to 
apply PJ

(iii) Assignment of ET  
(Responsibility assigned to EP)

Understanding of -
(a) PS – R & L 
(b) Firm’s QCPP
(c)	Practical experience  

of engagements  
(Similar nature &  
complexity) through 

  training  &  participation 

(ii)
Obtain info. 

R&L = Regulatory & Legal | ET = Engagement Team | QCPP = Quality Control Policies and Procedures  |

Firm personnel to:

Communication with 
existing or previous 
accounting service 

providers

Discussion with 
3rd parties

Inquiry personnel/ 3rd 
parties such as bankers, 
legal counsel & industry 

peers

Background 
searches of rele-
vant databases

4	  Source of info on client integrity:

Capability     
Time
Resources

Possibility of 
withdrawal from 
engagement/ 
relationship

Professional 
&  

Legal Resp. to re-
port to appointing 
authority or regula-

tory body, and 

Co
ns

id
er

:

Leading to decline an 
engagement 

If firm obtains info.  
subsequently 

a

Obtaining Info. Causing  
Decline an Engagement 

Whenever issues 
have been  
identified

Document how 
issues were resolved  

relating to 

Acceptance or con-
tinuance of client 

relationship

(iii)

(i) Establish 
P&Ps  to RA that :

Note: 

b

EP Resp. c

Establish P&Ps requiring that a
The C-C considered in : 
(a) assigning ET, and 

(b) determining level of supervision required, 
includes knowing about ET’s: 

Denotes Topics not in ICAI SM but part of Bare Text of SA on which Qs were framed by ICAI in old course.

4.D
Human 

Resources

 	 Performance evaluation, Compen-
sation and Promotion procedures 

Discuss
 

Appropriate 
action with 

client’s MGT & 
TCWG

Withdraw
 

Discuss with 
MGT with  
reasons

P&Ps on withdrawal, from 
an engagement

Consider 

Professional, 
R&L  

requirement

Document
 

•	Significant 
issues 

•	Consultations 
•	Conclusions 

b

CHAPTER 1 : QUALITY CONTROL 

SQC 1
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Includes discussion  
within or outside 
the firm, having 
special expertise 
on difficult or 

contentious matter

Documentation. 
•	 Issue on which 

consultation sought 
•	 Results of consultation 
•	 Decisions taken basis 

& how they were 
implemented

Establish P&P to provide RA that: 
(a) 	 Appropriate consultation taken place 
(b) 	 Sufficient resources are available for 

such consultation to take place
(c) 	 Nature & scope of such consultations
(d) 	 Conclusions - documented & 

implemented.

Effective 
consultation 

needs 
disclosure of 
all relevant 

facts

May seek advisory 
services provided by.
a. 	other firms; or
b. professional and 

regulatory bodies If 
internal sources not 
appropriate

Compliance 
with PS – R&L

EP issues reports apt in 
circumstances

(4) Methods of reviewing* work performed 
(5)  Documentation of 

(1)  
Process for 
complying 

with 
applicable 

eng. standards

(2)  
Process 
of eng. 

supervision*, 
staff training, 

etc.

(3)  
Process to 

keep all 
policies & 

procedures 
current

Timing & extent 
of review

Work 
performed

*Supervision: Refer SA – 220 
*Review: Refer SA – 220

(i) Establish P&Ps to obtain reasonable assure 	
     w.r.t.

(ii) Consistency in quality is achieved through 
addressing matters that include briefing the 
eng. team on: 

Within 
ET

With those 
consulted with

4 Report not to be issued – until matter is resolved
Documented 	 &	 Implemented

Differences of Opinion 

Engagement Performance

EQC review 
(Required 

before 
report is 
issued)

Establish P&Ps for 
apt. engagements 
on EQC review.  

Such P&Ps should: 
•	 Nature of eng. (whether 

involves public interest) 
•	 Unusual circumstances or risks 
•	 Whether LorR require EQC 

Review. 

•	 NTE of EQC review 
•	 Eligibility criteria for 

EQCR 
•	 Documentation

Criteria to include eng.  
(other than audit of LE) include:

Require EQC review for all 
• 	 Audits of FS of LE 
• 	 Engagements meeting criteria 

established in QCPP

Set out criteria against which all other 
audits & reviews services be evaluated 

Establish P&Ps on:

4   Establish    For dealing with &
        P&Ps          resolving differences 
	           of opinion 

EQC Review involves

•	 Discussion with EP 
•	 Review of 

Significant 
judgments 

made FSs or 
other info. & 

report

Selected 
working papers

Depends on

Complexity   &   Risk

•	 Extent of review

•	 Review does 
not reduce EP 
responsibilities

reflect work performed
support conclusion reached

LE-EQC Review includes considering: 

5.	Significance and disposition of 

MGT

6.	Matters to be communicated to

7.	Whether working papers

8.	Appropriateness of report issued

Regulatory bodies, etc.TCWG

1.	Firm’s independence 
2.	Significant risks & responses identified 
3.	Judgments made w.r.t. 

4.	

and    

Misstatements identified

Materiality Significant risks 

Differences of opinion Difficult matters

Whether apt. consultation 
taken on matters with

Conclusions from 
those consultations 

whether implemented 
and

Corrected uncorrected

NTE of EQC Review

Firm’s P&Ps to establish eligibility through:

Maintain EQCR’s objectivity 

EQCR: 
(a) 	 Is not selected by the EP;
(b) 	 Does not otherwise participate in the 

engagement during the period of review;
(c) 	 Does not make decisions for the ET; and
(d) 	 Is not subject to other considerations that 

would threaten the reviewer’s objectivity.
EP consultation with EQCR 

↓
Permitted, provided EQCR eligibility 

(objectivity) not compromised 

Technical 
Qualifications 

Degree to which EQCR 
can be consulted without 
compromising reviewer’s 

objectivity

Differences of opinion: Discussed earlier. 

Sole practitioners: Suitably qualified 
external person can be the EQCR

If objectivity threatened: Replace.

Reviewer not aware of 
unresolved matters 

That cause him to 
believe that 

Significant judgments & 
conclusion reached

not apt.

EQC Review 

Completed before 
report is issued 

Procedures required on 
EQC review 

Performed

EQC Policies and Procedure

4.E
(a)

(c)

EQCR = Engagement Quality Control Reviewer | EQC = Engagement Quality Control | LE = Listed Entities 

(d)

(e)

4  Conclusion reached 

Consultation 
in difficult & 
contentious 

matters

(b)

Documentation of EQC reviewCriteria for eligibility of EQCR  

B/W EP & EQCR  
(if applicable)

SQC 1

CHAPTER 1 : QUALITY CONTROL 
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• 	 Establish P&Ps to complete 
assembly timely, after 
reports have been finalized 

• 	 In case of audit, time limit – 
upto 60 days 

• 	 Where diff reports issued for 
same info. 

↓
Firm’s P&Ps relating to time 
limits addresses each report 
– as separate eng. 

(i) Completion of assembly  
of final eng. files

Maintain 
confidentiality, safe 
custody, integrity, 
accessibility and 
retrievability of ED

(ii) Establish  
P&Ps designed to

(iii) Control to include

Engagement Documentation

a. 	 Use of a password,
b. 	 Appropriate back-up,
c. 	 Procedures for distributing 

ED to the team members; 
and

d. 	 Restricting access to it.

(v) Scanned documentation 

a. 	 Scan entire content of the original 
paper documentation, including 
manual signatures, cross-references 
and annotations;

b. 	 Integrate the scanned copies into the 
engagement files, including indexing; 
and signing off on scanned copies

c. 	 Enable the scanned copies to be 
retrieved and printed as necessary

	 when original paper doc. is scanned 

(iv) Firm Designs & Implements 
Controls for ED to:

 Created     Changed       Reviewed 
b.	 Protect integrity of info at all stages 
c.	 Prevent unauthorized changes 
d.	 Allow access to 

to properly discharge their resp.

a.	 Determine – when & by whom 
documentation   

ET Other authorized parties

Sufficient to meet 
firm’s needs*

as required by 
LorR

Need & period of doc. vary with: 
•	 Nature of eng. & 

circumstances 
•	 Depend on local LorR 
•	 For Audit eng: Atleast 7 years 

from date of AR 
•	 Procedures for retention to: 

(b) Provide record of changes 
made to ED after eng. files 
have been completed. 

(a) Enable 
•	 Retrieval of & access to ED 
•	 Authorized external parties to 

access & review specific ED

•	 Firm’s property 
(unless otherwise 
specified by LorR) 

•	 The firm may, 
↓

at its discretion, 
↓

make portions of, 
↓

or extracts from ED

(2) 	 Ownership of ED 

(vi) Retention of ED

Manner in which inspection 
cycle is organized depends on:

•	 Taking appropriate remedial action against non-
conforming personnel.  

•	 Taking action when 

4.F Monitoring (& inspection)  

(1) Establish P&Ps to RA that QC P&Ps are:

of firm’s system of QC include periodic 
inspection of completed engagements.

(2)  P&Ps include ongoing

and    

andApt. 
designed

Effectively 
Implemented

apt. 
applied

(3)	Purpose of monitoring compliance with 
QCPP is to provide evaluation of: 

(5)	 Inspection  (6)	Deficiencies Noticed 

(4) Factors affecting monitoring QC of engagement:

•	 Whether QC 
system

apt . designed and

effectively implemented
•	 Whether new 

developments 
in PS – R & L

Reflected in QC policies

•	 Entrusting 
monitoring 
process resp. 

To partner or other persons 
has sufficient experience and 
authority

•	 Dealing with complaints & allegations (against 
firm / employee)

 ordeficiencies non – compliances

identified

1. 	 The firm determine whether they are either:
(a) 	 Instances that indicate that the firm’s system of QC is 

insufficient to meet the objectives, or
(b) 	Systemic, repetitive or other significant deficiencies 

that require prompt corrective action.

2. 	 The firm should communicate to relevant EPs and 
other appropriate personnel – Deficiencies noted in the 
monitoring process and recommendations for appropriate 
remedial action.

3. 	 Recommendations on each type of deficiency includes:
(a) 	Taking appropriate remedial action in relation to an 

engagement or personnel;
(b) 	Communication of the findings to person engaged in 

training and development;
(c) 	 Changes to the QC policies and procedures; and 
(d) 	Disciplinary action.

Complied 
with in 
practiceAdequate

Relevant OE

Consideration evaluation

Adherence 
to PS – R & L

Whether QC 
system

Whether Firm’s 
QC P&Ps 

(f)

Require ET to:

• 	 The size of the firm.
• 	 The number and 

geographical location of 
offices.

• 	 The results of previous 
monitoring procedures.

• 	 The degree of authority 
both personnel and offices 
have.

• 	 The nature and complexity 
of the firm’s practice and 
organization.

• 	 The risks associated with 
the firm’s clients and 
specific engagements.

ED = Engagement Documentation | OE =  Operating Effectiveness 

(1) 	 Establish P&Ps for retention of ED for a period 

CHAPTER 1 : QUALITY CONTROL 

SQC 1
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(8)  Complaints and Allegations

•	 Complaints & Allegations 
		  May originate from
	 	              Within or outside the firm 
4	 Made by – firm personnel, clients, or 3rd parties 

4	 Received by 	
ET Members 	

	 	 	 Other Firm Personnel 
4	 Establishment of clear defined channels 
		  Enables firm personnel 
	 	 	 to raise concerns (if any) 
•	 Investigation of Complaints & Allegations

•	 Establish P&Ps to address:

4	 Small firms 	 and 	 Sole practitioners 

4	 If results of investigations indicate deficiencies 

take apt. action

Qualified external Person Another Firm

may use services of

for investigation

AR – Audit Report  | AD – Audit Documentation

Cont. Point (6)......

Complaints & Allegations 

that work performed by firm 

fails to comply with PS – R&L 

as per  
P&Ps

- 	 Supervised by partner (Sufficient 
& apt experience & authority) 

- 	 May involve legal counsel

SA 220 
Quality Control for an Audit of FS

2 3
Role of Engagement 
Teams w.r.t. Quality 

Control & its procedures. 

Is it mandatory for ET to  
rely on the firm’s system of QC?

Resp. to-

Implement 
QCPP  

(as per 
SQC1)

Provide 
firm with 
relevant 
info.

ET to rely on firm’s system of QC in relation 
to (unless specified otherwise)

Personnel 
competence

Independence

Client relationships

Adherence to R&L 
requirements

The partner or other 
person in the firm who is 
a member of the ICAI of 
India and is in full time 
practice and is responsible 
for the engagement and its 
performance, and for the 
report that is issued on behalf 
of the firm, and who, where 
required, has the appropriate 
authority from a professional, 
legal or Regulatory body.

A sole 
practitioner/
proprietor, 
partnership, or 
any such entity 
of professional 
accountants, 
as may be 
permitted by 
law.

1 3 4

8 9

52Engagement Partner

6 7Engagement Quality 
Control Review 

Engagement Quality Control 
Reviewer 

Network Firm Network

Inspection Monitoring (SQC 1) 

Relevant Ethical 
Requirements 

Firm
A firm or entity that belongs to a 
network. 
As per ICAI Network firm defined 
as “Networking amongst two or 
more firms under common control, 
ownership or management with 
the firm or having affiliation with 
an accounting entity or any entity 
that a reasonable and informed 
third party having knowledge of 
all relevant information would 
reasonably conclude as being part 
of the firm nationally”.

A larger structure: 
i. 	 That is aimed at cooperation, 

and 
ii. 	 That is clearly aimed at 

profit or cost-sharing or 
shares common ownership, 
control or management, 
common quality control 
policies and procedures, 
common business strategy, 
the use of a common brand 
name, or a significant part of 
professional resources.

Ethical requirements to 
which the engagement 
team and engagement 
quality control reviewer 
are subject, to which 
ordinarily comprise the 
Code of Ethics of the 
ICAI related to an audit 
of FS.

A process designed to 
provide an objective 
evaluation, before the 
report is issued, of the 
significant judgments the 
engagement team made 
and the conclusions they 
reached in formulating 
the report.

A partner, other person in the firm, suitably 
qualified external person, or a team made up of 
such individuals, with sufficient and appropriate 
experience and authority to objectively evaluate, 
before the report is issued, the significant 
judgments the engagement team made and 
the conclusions they reached in formulating the 
report. However, in case the review is done by a 
team of individuals, such team should be headed 
by a member of the Institute.

In relation to completed 
engagements, procedures 
designed to provide 
evidence of compliance 
by engagement teams 
with the firm’s quality 
QCPP. 

A process comprising an ongoing 
consideration and evaluation 
of the firm’s system of quality 
control, including a periodic 
inspection of a selection of 
completed engagements, 
designed to enable the firm to 
obtain reasonable assurance 
that its system of quality control 
is operating effectively.

Definitions  

To implement QCPP to 
obtain RA that:

1

Objective

Audit 
complies 
with PS- 
R&L

Report 
issued apt. in 
circumstances

a.	 Sets out monitoring procedures, 
including procedure for selecting 
engagements to be inspected;

b. 	 Records the evaluation of:
(i) 	 Adherence to PS- R&L 
(ii) 	Whether QC system has been 

appropriately designed and 
effectively implemented; and

(iii) 	Whether the firm’s QC P&Ps 
appropriately applied,

c. 	 Identifies the deficiencies noted, 
evaluates their effect, and 
determining whether & what 
further action is necessary.

4

Allegations of 
non-compliance  

with firm’s 
system of QC

CHAPTER 1 : QUALITY CONTROL 

SQC 1 & SA 220

(7) Monitoring Documentation-Appropriate documentation:
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Leadership Responsibilities 
for Quality on Audits

5

on each eng. 
assigned

EP to take

Resp.* for overall quality

* Emphasis ET about 

(c)  Issue apt. AR
(d)   Raise concerns without fear

Relevant Ethical  
Requirement

6 7 8

EP resp. to-

Report to 
relevant persons 
within firm to 
determine apt 

action*

Identify 
threats to 

independence

* Actions like: 
•	 Eliminate activity / interest, or 
•	 Withdraw (if permitted)

Independence

1. Obtain relevant info. from 
– firm/ network firm on 
threats to independence. 

2.  Evaluate info. on     
      identified breaches. 

3. 	Take apt. action to 
eliminate / reduce such 
threats.

Refer SQC 1

Acceptance and Continuance of Client 
Relationships and Audit engagements

C-C to

Issue report apt. 
in circumstances 

Perform eng. as 
per PS – R&L 

Assignment of ET 9
(1)  	 EP to              satisfy that 
		
team & external auditor’s expert are

Direction10.A

Includes informing the 
members of engagement 
team on matters such as:
(1) 	 Comply with relevant 

ethical requirements & 
apply PS 

(2) 	 Responsibilities of 
respective partners

(3) 	 Detailed approach to 
the performance of 
engagement 

(4) 	 Problem that may arise 
(5) 	 Risk related issues 
(6) 	 Objectives of work to 

perform 
(7) 	 Nature of entity’s 

business

Direction

Supervision

Scope of EP’s 
Review of work

Consultation

Reviews-define & 
explain its objectives

A

B

C

D

E

10 Engagement performance

(2) EP to → seek consultation (within 
/ outside firm)

   Compliance with 
(a)  PS – R&L 
(b)  Firm’s QC policies 

  Quality is 

Essential    &   Indispensable

in eng. performance

10.D Scope of EP’s 
Review of work

Other 
imp. 
areas

Critical 
areas of 
judgment

Significant Risks

Note:         EP need not 
to review all AD but may 
do so. 

Seeking 
advice on

Implemented

From

From professionals 
or agencies

Meaning   

Within 
the firm

outside 
the firm

EP shall

Take resp. for 
ET undertaking 

apt. 
consultation

Be satisfied that 
ET members 

undertaken apt. 
consultation

Resulting conclusions 
from consultations

Agreed with party 
consulted 

It refers to

•	 Technical
•	 Ethical or 
•	 Other Matters

or

10.E Consultation10.C Reviews Define &  
Explain its objectives

apt. 
documented

supports conclusions 
reached 

conclusions documented
implemented

(1) 	 Review – Resp. of EP – to check if audit 
as per firm’s P&Ps 

(2) 	 Near end of audit – EP be satisfied that 
– SAAE obtained to draw conclusion 

A review consists of consideration whether, 
for eg:-
1.	 Objectives of audit achieved. 
2.	 Work performed - as per- PS-R&L 
3.	 Significant matters raised matters raised 

for further consideration
4.	 Apt. consultations - taken place & 

5.	 SAAE obtained to support AR 
6.	 Work performed

7.	 Revise NTE of work performed.

10.B

(1)
Tracking 

progress of 
Audit eng.

(2) Consider C-C of ET 
individual members, 
include whether

Matter include such as

Sufficient 
time to carry 

out work

They understand 
instruction

Work carried out 
as per planned 

approach

(4) 
Identifying 
matters for 
consultation 

or 
consideration 

by more 
experienced 
ET member.

(3) 
Addressing 
significant 
matters

Supervision

CHAPTER 1 : QUALITY CONTROL 
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11 12 15

13

14

Engagement QC review  
(Also Covered in SQC 1)

Differences of Opinion SQC 1 vs SA 220 – Key Differences in Nature, Scope and Applicability 

Monitoring 

Documentation 

 Where eng. QC review is 
required, EP shall 1

2

3

Reviewer 
↓

Has been 
appointed

  Significant matter 
↓

Discussed with EQCR

AR not issued 
↓

Until eng. QC review completed 

EQCR perform objective 
evaluation* of 

For audits of FS of listed entities, 
EQCR shall consider

*It involves

Discuss 
of significant 

matters with EP 
Review of -

  Evaluation of 
conclusions reached 

in forming AR  

FS
Selected AD  
relating to SJ

SJ made conclusions reached

 conclusions arising from 
such consultations

ET’s evaluation of 
firm’s independence

Whether

Differences 
of opinion

Difficult 
contention 
matters

Reflects work 
performed 

w.r.t. SJ made 
Supports 
conclusion 

reached

 AD selected 
for review

Apt. consultation 
taken place on

(a) Within ET	
(b) with those consulted
(c) between EP & EQCR

May arise
1.

(1) 
Why monitoring ?

(2) 

EP to consider

Results of  
firm’s   
  monitoring 
        process

To obtain RA that 
QCPP are     Whether 

deficiencies 
noted affects 
Audit eng. 

To monitor QC policies

Adequate

Operating 
Effectively

Relevant

• Procedures for eng. QC review performed 
• Eng. QC review completed – on or before date of AR 
• Reviewer documents 

EQCR

Appropriateness of 
conclusions reached

Unresolved 
matter

By

from 
consultations 
undertaken

Issues 
identified 
w.r.t. 

compliance 
with – ethical 
req. & how 
they were 
resolved

Conclusions on: 
• 	Independence 

req. 
• 	Acceptance & 

Continuance 
of Client 
Relationships 
& Audit 
Engagements

•	 Nature 
•	 Scope 
•	 Resulting 

conclusions 

Auditor

S.No Base SQC 1 SA 220

1. Scope
Applies to entire firm 
Responsibility - CEO or Managing 
partners

Specific audit engagement &
engagement partner takes 
responsibility

2. Applicability

→ 	 Audits
→ 	 Reviews of historical financial info.
→ 	 Other assurance & 
→   Related services engagements

Audit engagements only

3. Deals with Setting up QC system consisting of 
P&Ps for entire firm.

ET responsibilities to 
implement QCPP applicable to 
audit engagements

4. Purpose

Establish QC system to provide firm 
with RA that - firm & its personnel 
comply with PS - R&L & reports issued 
are appropriate.

Firm is subject to SQC 1.
SQC 1 is a sine qua non 
(indispensable) for SA 220 
applicability

Enhance quality of professional work

4 	 It means examination & review 
4	 of systems & procedures
4	 to determine whether same have 

been put in place by PU
4	 to ensure quality of assurance 

services
4	 as envisaged by technical, 

professional & ethical standards or 
regulatory req. 

Records related to peer review period to 
be examined & reviewed by Peer Reviewer.

“Peer Review Certificate” is issued  in case 
of unqualified report is issued by Peer 
Reviewer. 

1   Constituted by - Council of ICAI 2
   	 Objective- In carrying out assurance 

assignments, ensure - 
3    Purpose 

4    Definition 

6    Certificate 

7    Qualified Report- 

5    Peer Reviewer 

Technical, professional 
& ethical standards 
(include regulatory 

req.) complied by ICAI 
members

Proper systems 
in place include 

documentation to 
demonstrate quality 

by members

Inform the PU – 
Qualified report 
cannot be issued 
and reasons for 

same.  

Due-date of 
follow – on 

review as decided 
by Board

&

(A) Peer Review Board

 AND

or

SJ = Significant Judgments | PU = Practice Unit 

a

c

a

a

b c

c
d

b

b

Mechanisms for review of QC

2.
ET to follow firm’s 
P&Ps for dealing 
with & resolving 
differences of 

opinion.

SA 220

CHAPTER 1 : QUALITY CONTROL 
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Selection review 

1 Constituted by 
•	 Central Govt. 
•	 Members nominated by 

4 Central Govt. 
	    &
4 Council of ICAI 

Constituted –
In terms of S.132(1) 
of Companies Act, 
2013

Include 
• 	Listed company 
• 	Insurance company 
• 	Banking company 
• 	Other company  

(Rule 3 of NFRA 
Rules, 2018) 

National Financial 
Reporting Authority 

(NFRA) 

1

4
2

3

Monitor & enforce 
compliance with 
Accounting & 

Auditing Standards 

Oversee the quality of 
service of professions 

& recommend 
improvements. 

Duties 

• Monitor & enforce– 
compliance with–Accounting 

& Auditing Standards 
•  Oversee the quality of service  

u/s 132(2) 
•  Undertake investigation 

u/s 132(4) of auditors 
of certain class of 

companies.

Powers 

Scope

Referred to QRB by NFRA 
under relevant rules.

Other than mentioned 
under Rule 3 of NFRA 

Rules, 2018 

NFRA Oversees 
- 	 Quality 

of audit 
services 

 	 of listed Cos. 

QRB Review 
- 	 Quality of audit 

services provided  
by members of  
ICAI 

-	 of entities that are:  

5
NFRA vs QRB:

(C) 

Technical reviewers 
– empaneled by QRB – 
conducts review. 

Risk – based approach is 
adopted to select auditors 
to be received 

Recommend 
Council 

about quality 
of services 
provided by 

members

Guide members 
on quality 

improvement 
& adherences 
to statutory & 
other regulatory 
requirements

Review quality of services 
provided include audit services

2 Functions  -

3

(B) Quality Review Board

CHAPTER 1 : QUALITY CONTROL 
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