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Our System of Audit Quality at a Glance

Establishing, maintaining and adhering to a system of audit quality is a critical component to the success of any audit
firm. A strong system of audit quality helps the firm and its professionals not only comply with professional standards,
but with those applicable legal and regulatory requirements necessary to reasonably ensure that reports issued by the
firm are appropriate under the circumstances.

Audit quality is part of the fabric of our culture here at Withum and adherence to our system of audit quality helps ensure
that we meet all relevant professional standards related to the clients that we serve. Our system of audit quality has the
following major elements:

Leadership Responsibilities for Quality within the Firm (the Tone at the Top)
Relevant Ethical Requirements
Acceptance and Continuance of Client Relationships and Specific Engagements
Our Professional Talent (Human Resources)
Engagement Performance
Monitoring

Each of these elements serve a distinct purpose in the successful completion of an attest engagement and are designed
in such a manner so that compliance with them helps us achieve the appropriate threshold with respect to the opinions
we render and the conclusions that we reach for the engagements that we perform.

Our system of audit quality has been designed to comply with today’s professional standards for the clients that we
serve.
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Leadership Responsibilities for Quality Within the Firm 
(the “Tone at the Top”)

Quality is essential in the engagements that we perform and for
Withum, that quality starts with our firm’s leadership. Withum’s CEO
and the firm’s management committee establishes the direction of the
firm, including adherence to quality and professionalism by those who
represent the firm. This “tone at the top” is apparent in the core values
that the firm exemplifies in the everyday servicing of our clients. Our
commitments to integrity, objectivity and our dealings with our clients
in a fair and ethical manner is a requirement to work at Withum. As our
founding partner and subsequent CEOs have always said since the
founding of the firm in 1974; “Our services are for sale, but our integrity
is not!”

Our firm has a designated partner, who is a member of the firm’s management’s committee and oversees the firm’s
accounting and auditing practice. As part of that practice, the firm has also established a dedicated quality control group,
who provides requisite levels of review for the audit engagements that we perform.

Withum’s commitment to quality is apparent in the people that we hire, the training initiatives that we provide to our
people, the ethical requirements that we follow, the manner in which we perform our engagements, the ongoing way in
which we strive to continually improve our performance, the service that we provide to our professional organizations
and communities and the entities that we accept as our clients. These are the fundamentals exemplified and demanded
by our leadership.
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Relevant Ethical Requirements

True professionalism requires that first and foremost we conduct ourselves in the upmost, ethical manner. The principles
of serving our clients with integrity, performing our services with due care and maintaining independence and objectivity
in the engagements that we perform help guide us towards true professionalism, which is critical to both building a
relationship of trust with our clients and serving the public interest. At Withum, we have policies and procedures in place
to help ensure that these requisite principles are met on our client engagements. 

We conduct periodic training on professional ethics and monitor that our professionals are meeting their periodic
licensing requirements in that regard. We also periodically train our professionals to adhere to the independence
standards of the AICPA, SEC, GAO, and other relevant regulatory authorities. This training includes, but is not limited to
the firm’s policies regarding maintaining personal independence, understanding the di�erences between prohibited and
permitted non-attest services, partner and other rotation requirements for certain engagements and their responsibilities
for reporting potential independence issues to the firm’s oversight group for such matters.

We maintain a restricted entity list (representing SEC issuers and a�iliates of SEC issuers), which we require our
professionals to consult, prior to making investments in a publicly traded company or fund. We require our professionals
to certify annually that they have reviewed their underlying investments and business relationships with the firm’s
restricted entity list and our client list and that they are independent with respect to the firm’s clients. In additions, as part
of the audit of our SEC issuer clients and certain other engagements, we require our engagement teams to specifically
evaluate the entity and its a�iliates for adherence with relevant independence rules.

Engagement teams are required to comply with the AICPA Code of Professional Conduct for other matters, such as
confidential client information, avoidance of conflicts of interest, or other matters that might be in violation of the Code
of Conduct.
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Acceptance and Continuance of Client Relationships and 
Specific Engagements

High quality audit engagements begin with high quality clients! At
Withum, our policies and procedures for initially accepting or continuing
a relationship with a client are an important part of our ability to provide
quality professional services to our clients.

Prior to accepting an engagement, our firm policies require that the
prospective client go through an initial evaluation process whereby the
competency and character of management is evaluated. The nature of
the prospective client’s business, industry and operations, along with
any potential independence matters related to the prospective
engagement are also evaluated. Typically, this evaluation process also
includes performing background checks on the entity’s chief decision
makers. A�er this initial evaluation, the prospective engagement is then
either presented to the partner in charge of the o�ice, or the partner in
charge of the industry niche for their approval.

Prior to acceptance, certain types of prospective engagements,
including but not limited to SEC audit engagements, financial service
engagements and engagements in other designated industries are also
presented to the firm’s client acceptance committee, (“CAC”), for further
evaluation and acceptance. Members of the CAC include experienced
audit partners in the firm, along with the firm’s A&A and Quality Control
Group leaders and the firm’s Chief Executive O�icer. 

For recurring clients, the lead audit engagement partner is required to
evaluate the existing client audit relationship for the purpose of
determining whether to continue with the engagement. This evaluation,
includes but is not limited to audit findings related to prior completed
engagements with the entity, changes in the ownership or management
of the entity, new legal or regulatory developments, changes in the
entity’s business and conditions that could a�ect our engagement or its
reporting. Recurring SEC audit clients are also presented annually to the
CAC for their approval, prior to agreeing to continue our relationship
with the client.
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Our Professional Talent

High quality, educated and dedicated professionals are the foundation of a successful audit engagement! At Withum, we
recognize the importance identifying and retaining individuals possessing characteristics for long-term success in our
firm through our e�ective internship programs, hiring practices, and professional retention programs. These carefully
managed programs have resulted in low voluntary turnover, which surpass industry norms, allowing us to retain top
talented professionals.

We develop and enhance competencies in our professional sta� through various methods including core training
programs, continuing professional development programs, annual firm accounting and auditing updates on new and
emerging pronouncements, on-the-job engagement training, professional sta� feedback mechanisms, such as
engagement specific and annual performance evaluations, a formal mentoring program whereby our more experience
professional sta� will mentor less experienced sta� and periodic independence training for our professionals.

Individuals are assigned to engagements based upon their competencies and skills related to the clients that they
service. The engagement quality review process may also identify opportunities for engagement teams to improve those
competencies and skill sets.
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Engagement Performance

Withum’s platform for conducting its audit engagements encompass three overall objectives:
1. Designing appropriate audit procedures to allow us to execute our audit engagements in accordance with all relevant

professional standards;
2. Opining on the fairness of financial reporting in accordance with professional standards; and
3. Conveying recommendations for improvement regarding processes utilized by the client, which can serve enhance

the client’s internal financial reporting infrastructure and better protect the users of the financial statements.

In that regard, our audit platform encompasses the following major phases:

Risk Assessment in Planning Phase 

During this phase of the audit engagement, certain information gathering procedures are performed in an e�ort to
gain requisite understandings to assess the risk of material misstatement (ROMM) with respect to specific audit
assertions for financial statement accounts. Based on this detailed assessment of ROMM, a plan of execution is
determined. This information gathering process is synthesized by a formal engagement team discussion, including the
engagement partner and key engagement team members to discuss the nature, timing and extent of procedures to be
performed. During this engagement team discussion, team members are reminded about the importance of
exercising professional skepticism during the conduct of the engagement and concludes in the documentation of a
summary risk assessment, which assesses risks for financial statement accounts and links the specific procedures to
be performed, based on those assessed risks. 

In connection with this risk assessment phase of the engagement, the engagement team will gain an understanding of
the design and implementation of internal controls utilized by the client and may elect to test the operating
e�ectiveness of such controls, (using appropriate sampling criteria based on relevant professional standards). The
decision to test operating e�ectiveness of controls is based on the engagement team’s judgment.

Audit Execution Phase 

The results of our specific detailed assessment of ROMM determined during the risk assessment phase a�ects the level
of focus we place on the execution of our audit engagement. In connection with this phase of the engagement, the
engagement team will conduct a series of either substantive analytical procedures, substantive tests of details, or a
combination of both, based on the aforementioned risk assessment process. This execution process is fluid in the
respect that if additional findings come to our attention, the nature of the planned audit execution procedures may be
modified to consider these additional findings. This audit execution phase is supported through our working paper
documentation, which includes tailored audit programs, specific practice aides, and other working paper
documentation and memoranda.
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Audit Completion Phase

During this phase of the engagement, we perform a re-evaluation of our preliminary risk assessments and the results
and findings of all work performed for the purpose of considering whether su�icient appropriate audit evidence has
been obtained during the engagement and whether adequate audit procedures have been performed. This phase of
the engagement also includes final reviews of our engagement testing and financial statement presentation and
disclosures, in accordance with professional standards. This phase will also include making certain formal
communications with the audit committee and obtaining written representations for management.

Client Communications 

During our audit engagement, we maintain an open and ongoing dialogue with client management and those in
charge of governance, as needed. We believe these communications are critical to the successful and timely
completion of the engagement. Towards that end, we remain available to conduct both live meetings and web-based
telephonic meetings to maximize convenience to the client’s sta�.

For each of the aforementioned phases of the audit engagement we utilize sophisticated data analytic tools, as
appropriate, and exercise appropriate supervision and review procedures to determine that significant issues are being
raised on a timely basis and that auditing and accounting matters are appropriately addressed. In the event that the
Company has certain significant accounting, auditing or financial reporting matters, our policies and procedures
require engagement teams to consult, as needed, with our subject matter experts. In that regard, we have established
consultation groups for certain complex transactions for our engagement teams to consult. In the event of a di�erence of
opinion between the engagement partner, engagement quality reviewer, the pre-issuance reviewer, or members of the
engagement team, we have established protocols to deal with such matters.

Working paper documentation is completed and assembled in accordance with firm policy and such working papers are
retained for a period of time in accordance with firm policy, which is also in accordance with relevant professional
standards and regulations.
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Monitoring

We have established a monitoring process designed to provide reasonable assurance that our quality control policies
and procedures are relevant, adequate, and operating e�ectively. In addition to the engagement team's and engagement
partner’s detailed reviews of the engagement, we require our quality control group to perform a review of all of the firm's
financial reporting engagements, the level of which can vary based on the nature and complexity of the engagement.
Other engagements, such as SEC engagements, also have an additional engagement quality review, performed by an
experienced partner, in accordance with PCAOB and other relevant auditing standards.

In addition to the aforementioned monitoring procedures, Withum also performs an annual internal inspection, which is
led by an experienced A&A partner, who has served on the AICPA National Peer Review Committee. This internal
inspection evaluates each of the six aforementioned elements of internal control and the results of the inspection are
communicated on a timely basis to the firm’s A&A engagement partners, quality control group members, engagement
quality reviewers, and other appropriate individuals within the firm. This communication serves to enable the firm and
these individuals to take prompt and appropriate action in accordance with their defined roles to address the findings of
the inspection.

Withum is also subject to a periodic inspection by the PCAOB, which serves to assist us in addressing specific areas of
focus to enhance our overall audit quality. Our most recent inspection report can be found on the PCAOB’s website [See
Internal and External Inspections for a more detailed discussion].

In compliance with the requirements of the AICPA, GAO, and state boards of accountancy, Withum also undergoes a
triennial peer review. For the firm’s most recent peer review, we received a peer review rating of pass. The peer review
report and AICPA’s acceptance letter are accessible on the AICPA’s website. [See Internal and External Inspections for a
more detailed discussion].

In an e�ort to obtain client feedback regarding the quality of our professional services, the firm circulates surveys to each
of our clients. This feedback proves to be invaluable in improving our overall quality of our professional services. 

In the event of any complaint or allegation regarding work performed by the firm, non-compliance with the firm’s system
of audit quality or deficiency in design of the system of audit quality, any employee of the firm can communicate with the
partner in charge of their o�ice, who in turn will determine the need for any further communication with the firm’s
management committee, or will determine the need for any further investigation of the matter.
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Internal and External Inspections

Withum embraces a culture of commitment to quality in the performance of our audit and other attest engagements.
Internal and external inspections provide an opportunity to identify areas for improvement, in both the execution of our
audits and in our quality control processes.

Annual Internal Inspections

Our firm undergoes a rigorous internal inspection program, in an e�ort to promote continuous improvement in the
quality of our attest engagements. This inspection is run by one of our lead audit partners, who served on the AICPA
National Peer Review Committee and encompasses a representative cross-section of the firm’s accounting and auditing
practice. Inspection teams are carefully selected to maximize our ability to identify opportunities for improvement.

Triennial Peer Review

We participate in the AICPA Peer Review Program, which serves to assess the quality of our work in the private entity audit
market. Our most recent peer review, for the year ended June 30, 2019, was performed by the firm of Cherry Bekaert. The
peer review covered a wide variety of industries and encompassed a representative cross section of our private entity
engagements. The firm received a peer review rating of pass in connection with this review, the highest rating that is
o�ered under the AICPA Peer Review Program.

PCAOB Inspection

Inspections performed by the Public Company Accounting Oversight Board (PCAOB) play an integral role in protecting
the public interest and serve to provide us with important information to improve the quality of our public company
audit practice. In that regard, Withum has been subject to the PCAOB's inspection process since the PCAOB's inception as
an oversight organization.

Our most recent inspection was performed by the PCAOB during the 4th quarter of 2019 and as of the date of this audit
quality report, the final report on that inspection has not yet been issued. Our most recently issued inspection report by
the PCAOB was issued on December 15, 2016 and can be found on their website at www.pcaobus.org. We continue to use
information learned from the PCAOB inspection process to identify and implement improvements to our audit practice.
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