Standards for Accounting
and Review Services
(SSARS 21-25)

5th Edition

Steven C. Fustolo, CPA



Table of Contents

Chapter 1 — Overview of the New Standards..............coooviiiiiiiiiiiii s 1
LArNiNG ODJECHVES ....ceiii ittt ettt e e e e e e ettt e e e e e e e e aneeeeeeaaaeaaannnbeeeeeaaeeeaannrneeeaaaeas 1
1SS U= o TR 1
=Yt B = | =P PPPPPPPPPNS 1
L@ o] =T 117 S PURETR R PT 1
S FTod (o (o 10 o T [T TP PP P TP PP P PP PP PPPPPPPTPPPPPPIRS 1
Key Changes Made by SSARS NO. 27 ... it e e e e e e e e e e e s annreeeeaaaeas 3

Issuance of SSARS No. 22, Compilation of Pro Forma Financial Information ................................... 5
Issuance of SSARS No. 23, Omnibus Statement on Standards for Accounting and Review
SEIVICES—20T6 ......eueueeieeeeeeeeeeeeeeeeeeetteataeette ettt eeesssessesseste s s e et et s e e s s sttt sttt sttt sttt sttt ettt ettt et st it s s nnnnnnnnnnnnn 6
Issuance of SSARS No. 24, Omnibus Statement on Standards for Accounting and Review
SOIVICES—20T8 ... ettt e st e e es e s st e ettt ettt ettt sttt sttt sttt s sttt s ettt ettt st it s et nnnnnnnnnnnn 7
Issuance of SSARS No. 25, Materiality in a Review of Financial Statements and Adverse
CONCIUSIONS ...ttt ettt e e e e e e e e e e e e e e e e e ettt e e e e e et e e e e e e e e e e e e e e aaaaaaaeeeees 7
REVIEW QUESHIONS ...ttt e e e e ettt et e e e e e s e a et e e e e e e e e e as e annbaeeeeaaeeaaannnnnneeaaaeas 9
REVIEW ANSWETS ... ..ottt oo oottt e oo e e e et ttta e e e e e eeeeetaan e e eeaeeentannaeeeaeeennsnnnaaaaaaaees 10

Chapter 2 — AR-C Section 60—General Principles for SSARS ...........coo oo iiiieeiiiccereeersre e 1
=TT g1 Lo IO o] [=Tex V=L SRR 11
g (e T U1 i o] o 1R 11
Key Changes Made in AR-C B0 ........coiiiiiiiiie ettt e e e e e ettt e e e e e e e s e annneeeeeaaaeeaaaanneeeees 11
=1 0T 1T L PP PPPR PPN 12
Requirements for Performing SSARS ENGagements ..........cooiiuiiiiiiiaeiiiiiiiiiiee e e e 14

Financial Statement REQUIrEMENES. ... ....uuuuiiiiiiiiiiiiiieiiieiiiieieeeeereeeeeeeeeeeaeereeeeerereereeeeeeseeesesesesrerssrnnes 14
Ethical REQUIFEMENES ... ..o e e e e e e et e e e e e e eneean e eeas 15
Professional JUAGMENT ... ...ttt e et e e e e e e s e e e e e e e e e e nneeees 16
Conduct of Performing the Engagement in Accordance with SSARSS ..........ccoooviiiiiiiiiiieiiee e, 16
Engagement Level Quality CONrOl...........ueiiiiiiiiiiee e 19
Acceptance and Continuance of Client Relationships and Engagements..............ccccoccvieeiiniiinnnee. 20
REVIEW QUESHIONS ...ttt e e e e e oottt e e e e e e s e ae b et e e e e e e e s e anbtaeeeeaaeeaaansneeeas 24
REVIEW ANSWET'S ...ttt oottt oo e et ettt oo oo e e e et ttta e e e e eeeeataan e e eaeeeentan e eeeaeeennsnnnaaaaaaaaees 25

Chapter 3 — AR-C Section 70: Preparation of Financial Statements ...............ooooicciiiiccccceennns 27
[T a1 Lo IO o] [=Tex 1)Y= TR 27
=Yt 1A= B = | L= PPPPPPPPPPPNS 27
T eTo 0T i o] o 1SR 27
RS Teo 0T T o N 4 27
=1 0T 1T L PP PPPR PPN 33

Definition of Special PUrpOSE FrameEWOTK............uuuuuuuuuiiiiieieiieiiiiueiiereeereereaerrrnreeeeeeerrrrrerer.. 34
Summary of a Preparation of Financial Statements Engagement ..., 34

A Preparation Engagement and Peer REeVIEW............ccovviiiii 35
General Rules—Preparation Engagement under AR-C 70 ..........ouiiiiiiiiiiiiiiiie e 36
Specific Rules for Preparing Financial Statements per AR-C 70 ........coooiiiiiiiiiiiiicecccee e 38

Preparing Prospective Financial INformation .................uuuuiuiiiiiiiiiiiiiiiiiiiiiiieieieeeeeeeeeeeeeeereeeree. 46
Documentation in a Preparation ENGagemMeENnt ............uuuuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieieeeeeeeeeeseeeeeeeeeeeeeeeeeenneee 46
Engagement Letter—Preparation of Financial Statements Engagement..............ccoociiiiiiiiniiinne. 47
lllustrative Engagement Letters—Preparation Engagement............ccccco 47
lllustrative Financial Statements—AR-C 70...........cooviiiiiiiiieie e, 52
Preparation of Personal Financial Statements..............uuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieieeieeeeeeeeeeeerereeerenenees 68
REVIEW QUUESHIONS ...ttt e e e e oottt e e e e e e s e abbeeeeaaaeeesaanbbaeeeeaaeeaaannneneas 76
REVIEW ANSWETS ... ..ottt oo oottt e oo e e e et ttta e e e e e eeeeetaan e e eeaeeentannaeeeaeeennsnnnaaaaaaaees 79

Chapter 4 — AR-C Section 80: Compilation Engagements............ccccriiiiiniimmmmnmnninssssnnsssnsssssssnens 83
=TT g1 Lo IO o] [=Tex 1)Y= TR 83

) ifo o [UTox (o] o TP 83



Table of Contents

=Yt 1A= B = | L= PPPPPPPPPPPNS 84
Scope of AR-C 80—Compilation ENGagemMeNts.............uuiiiiaiiiiiiiiiiii et e e 84
Compiling Prospective Financial Information ...........ccoooiioiiiiiiiiice e 85
Objective of a Compilation ENGagemMENT..........cooii et a e e 86
= 1 0T 1T L3P PPPR PPN 86
Requirements for Performing a Compilation Engagement under AR-C 80 ...........coooiiiiiiiieeeeieiniiiinne. 87
Engagement Letter—Compilation ............eeiiiiiii e 88
Performing a Preparation Engagement at Interim—Independence ISSUES ...............uvvvvevivvvvvvveeininnnns 101
Entity’s Financial Reporting Framework—Compilation Engagement.............ccccceoiiiiiiiiiiiiee e, 103
1070) 0 0] 011 =110 I8 0 To7=Te (U= 103
The Accountant’'s Compilation REPOIt ...........cooviiiiiiieee e, 104
General Rules for the SSARS No. 21 Compilation RePOrt.........ccooiiiiiieiiiiiieeccee e 106
Accountant’s Compilation Report on Financial Statements Prepared in Accordance with a
Special PUrpose FrameWorK ...........ccoiiiiiiiiiieeeeee 107
Reporting When the Accountant Is Not Independent ..., 110
Reporting on Financial Statements That Omit Substantially All the Disclosures Required by
the Applicable Financial Reporting Framework ... 111
Reporting Known Departures from the Applicable Financial Reporting Framework—Compilation
BN GG EIM N .. 112
Reporting on Supplementary INnfOrmation ................uuuuiuiiiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeee . 112
Elimination of Management-Use Only Financial Statements.............cccooiiiiiiiie e, 116
Examples of the Accountant’'s Compilation Reports on Financial Statements ...................ccccceee.. 116
Documentation in a Compilation Engagement..............ooiiii i 125
Change from an Audit or Review Engagement to a Compilation Engagement...............ccccccceeeiinie 126
Compilation of Personal Financial Statements..........coooiiioiiiiiiiicceee e 126
REVIEW QUESHIONS ...ttt e e e e e ettt e e e e e e e e nnb e e et e e e e e e e e aantbsaeeeaaeeaaannnnnneas 132
REVIEW ANSWETS ...ttt et e e e e et ettt e e e e e et ettt e e e e e eeeeeteaaa e e e eeeeeessan e e eaaaaeennsnnnaeenn 135
Chapter 5 — AR-C Section 90: Review of Financial Statements...........ccccccouuciiiiiiiiiccccc e, 139
T T a1 To IO o] [=Tex 1)Y= PRSP 139
T (e T 0T i) o 1P 139
=Yoo PPPPPPPPP 139
L0 o] =T 117 PP PEPRRPR 140
Scope of AR-C 90—Review ENGagemeENts...........coo i 140
=1 0T 1T LR PPPPRPRPPP 141
Requirements for Performing a Review Engagement Under AR-C 90............coooeiiiiiiiiiiiniieniiiiee, 143
General Principles for Performing and Reporting on Review Engagements...............ccccccceeeeennne. 143
Engagement Letter—Review ENGagemeEnt............uuuuuiiuiiiiiiiiiiiiiiiiiiiiiiiiiieieeieeeeeeeeseeeseeeeeereeeeeeeenee 146
lllustrative Engagement LEters.........oooiviiiiiii 147
Communication with Management and Those Charged with Governance...........ccccccooiiiiiieiieannnn. 155
Communicating Matters Concerning the ReVIEW ............cooiiiiiiiiiiiiii e 156
Communication With Third Parti©s.......cccooeeieiiieeeeceeeeeeee e 156
Understanding of the INAUSHIY ........ooo it e e e e 157
Knowledge of the ENtity .........eeeeiiiee e e e e e 157
Designing and Performing Review ProCedUres.............couiii i 157
Materiality in a Review Engagement (NEW per SSARS NO. 25) .....ooooiiiiiiiiiiiiiieieeeee e 158
ANAIYVHCAlI PrOCEAUIES .....cooiiiiiiiiiiiiii e 160
Inquiries of Management (NEW per SSARS NO. 25) ..ot 162
Revised List of INQUIrES—SSARS NO. 25 ... .uuuiiiiiiiiiiiiiiiiiiiiiieiiiiieieieeeeeeeeeeeeeeaeeeesseerrerrrrerrrrrrrranee 162
Revised List of Unusual or Complex Transactions, Events, or Matters...............cccccvveeeeeeiiiiinnnnnnn. 163
Reading the Financial Statements..............eiiiiiiii e 164
Related Party TranSACONS ........uuuuuuiiiiiiiitiiitiiiietbbeebbee bbb eeeeesee e be e bbb bbb bbb e s e e e es s e e e s seseseseebbbenenenee 164
Using the Work of Others and Other ACCOUNEANES .........ooiiiiiiiiiiiiiii e 164
Additional Procedures When the Accountant Becomes Aware That the Financial Statements
May Be Materially Misstated (NEW per SSARS NO. 25) .....cooiiiiiiiiiiiiiee e 164
Reconciling the Financial Statements to the Underlying Accounting Records .............cccceeeeeiiiiineeee. 166
Evaluating Review Evidence Obtained from the Procedures Performed ...............uvvvvvvivivvivveninnnnnnnns 166

i



Table of Contents

Written Representations in a Review Engagement............oo 166
Written Representations as Review EVIAENCE ... 166
Management from Whom Written Representations Are Requested ..............uvviiiiiivviiiviiiviininiiinnnn. 166
Specific Written Representations (NEW per SSARS NO. 25) .....coooiiiiiiiiiiiccecceecee e 167
Concerns About the Reliability of Written Representations and Requested Written

Representations Not Provided............... e 169

Reporting on the Financial Statements. ... 172
Reporting: Forming the Accountant’s Conclusion on the Financial Statements .............ccccvvvvvnenee. 172
Reporting: Management Bias and Whether Financial Statements are Materially Misstated............ 172
o Tay oI e (oY= I O] o Tox 013 o] o PPNt 173
Accountant’s Review Report on Financial Statements Prepared in Accordance with a Special

PUIPOSE FramEWOTK ... ...ttt e ettt e e e e e e e e eeaaa e e e aaeeeeennnnns 177
Comparative Financial Statements........ccoooiiiiieeeeceeee 178
Emphasis-of-Matter and Other-Matter Paragraphs in the Accountant’s Review Report................. 187
Restricting the Use of the Accountant’s Review Report ...........c.ueiiiiiiiiiiiiieeee e, 190
Going Concern in @ Review ENGagemMeNt...........cooiiiiiiiiiiiia et e e e e e 192
Fraud and Noncompliance with Laws and Regulations....................uuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieeeeees 208

ReVIEW DOCUMENTALION ...t oo e et e e e e e e e e ettt e e e e e e eaeenn e eeas 209

REVIEW QUESTIONS ... .uuiiiiiiiiiiiieiiieeeeeeeetteee ettt e e s e se s e sttt et e st s e s st e s s s st s s s s s st s s s s s s s e s sssssenssnsnnnnnnn 210

REVIEW ANSWETS ...ttt e oo e e et ettt e e e e e e et ettta e e e e e eeeeetana e e e eaaeeesenn e e eaaaaeeensnnnnaeenn 214

Chapter 6 — AR-C Section 100 — Special Considerations—International Reporting Issues........... 221

T T a1 To IO o] [=Tex 1)Y= PRSP 221

T (e T 0T i) o 1P 221

Details on New International Reporting Guidance (SSARS NO. 24) ..., 221
International REPOrtiNg ISSUES........cciiiiiiiiiiiiii 222

REVIEW QUESTIONS ... .uuiiiiiiiiiiiieiiieeeeeeeetteee ettt e e s e se s e sttt et e st s e s st e s s s st s s s s s st s s s s s s s e s sssssenssnsnnnnnnn 228

REVIEW ANSWETS ...ttt et e e e e et ettt oo e e e et ettt e e e e e eeeeeeaaa e e eeeaeeessan e e eaaeaeeensnnnnaaenn 229

L€ o =TT 1 231
L T =N 235

il





