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Purpose of Exposure Draft 

!  This Exposure Draft proposes important 
enhancements to SSARS  
•  In response to small business owners, 

users and CPAs who serve small 
businesses, the review standards are 
being modified to permit a review if 
independence is impaired for certain 
nonattest services that are designed to 
improve the reliability of the entity’s 
financial statements. 
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Purpose of Exposure Draft (Cont) 

!  This Exposure Draft proposes important 
enhancements to SSARS  
•  Harmonize U.S. review standards to 

international review standards and U.S. 
attestation review guidance. 

•  Codify compilation and review standards 
so that compilation standards will be 
separate from review guidance. 
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Relationship Between Existing SSARSs 
and Independence 

!  Current compilation and review 
framework: 

•  If not independent, can perform compilation 
engagement but must include statement that 
the accountant lacks independence in the 
report (known as a reporting condition). 

•  If not independent (for any reason), cannot 
perform review engagement (known as a 
precondition). 
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Proposal re: Assurance Standards 
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Proposed SSARSs   
!  Proposed standard would create a new term 

“internal control services”.  
•  At September 2009 meeting, the ARSC determined 

to revise the proposed definition as follows: 
"  An internal control service is a nonattest service performed 

by the accountant to establish or maintain internal controls, 
including performing ongoing monitoring activities for a 
client.  Pursuant to Interpretation 101-3, Performance of 
nonattest service of Section 101 of the AICPA Code of 
Professional Conduct, establishing or maintaining internal 
controls for a client impairs the accountant’s independence.  
If pursuant to Interpretation 101-3 the performance of a 
nonattest service does not impair the accountant’s 
independence, the nonattest service is not an internal 
control service. 
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Additional Resources 

!  White paper “Understanding Internal 
Control and Internal Control Services” 
available at: 

http://www.journalofaccountancy.com/
Issues/2009/Sep/White+Paper
+Understanding+Internal+Control+and
+Internal+Control+Services.htm  
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Proposed SSARSs 

!  Because under our independence 
standards, these services would impair 
independence, the ED would reposition 
this type of impairment in a review 
engagement to a reporting condition 
rather than a precondition. 

!  Other types of impairments (e.g. 
ownership or relationships impairments) 
would remain as a precondition for a 
review. 
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Proposed SSARSs 
!  A basic premise underlying the 

performance of a compilation or review 
engagement is that the accountant is 
performing an attest service on subject 
matter that is the responsibility of the 
client’s management.  Therefore, an 
accountant is precluded from compiling 
or reviewing financial statements when 
management is unwilling to accept 
responsibility for the financial 
statements.  
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Proposed SSARSs   

!  The proposed ED would require full 
disclosure of this matter in a separate 
paragraph to the review report.   

!  ARSC believes the proposed ED is 
responsive to the needs of smaller 
businesses and their CPAs, and it 
provides for full transparency in the 
report so that users are fully informed of 
the condition. 



12 12 

Incorporation of Recodification Project 

!  ED would also reorganize the SSARSs 
Codification into separate chapters for 
compilation and review engagements. 
•  Intended that practitioners would be able 

to more easily identify the requirements 
and guidance specific to their individual 
engagements. 

•  Intended to enhance the quality of 
compilation and review engagements. 
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Harmonization with ISRE 2400 

!  The ED proposes to harmonize review 
standard with those of the IAASB and 
ASB attestation review guidance. 

!  Basic concepts and terms from ISRE 
2400 are incorporated. 
•  Requirement to obtain an engagement 

letter 
•  Terms such as evidence; nature, timing, 

and extent of review procedures; 
materiality; and risk 
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The Review is an Assurance 
Engagement 

!  The review is not an AUP engagement. 
!  A review requires the accumulation of 

review evidence that will provide a 
reasonable basis for obtaining limited 
assurance that there are no material 
modifications that should be made to the 
financial statements in order for the 
statements to be in accordance with the 
applicable FRF. 



15 15 

The Review is an Assurance 
Engagement 

!  The accountant applies professional 
judgment in determining the specific 
procedures. 
•  Analytical procedures and inquiries will 

ordinarily provide the necessary 
evidence. 
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The Review is an Assurance 
Engagement 

!  The accountant designs and performs 
procedures based on: 
•  The accountant’s understanding of the 

industry 
•  The accountant’s knowledge of the client 
•  The accountant’s awareness of the risk 

that he or she may unknowingly fail to 
modify the accountant’s review report on 
financial statements that are materially 
misstated 
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The Review is an Assurance 
Engagement 

!  The accountant focuses the analytical 
procedures and inquiries in those areas 
where the accountant believes that there 
is an increased risk of inconsistencies 
between the financial statements and the 
accountant’s knowledge of the client. 
•  The risk awareness may be revised during 

the engagement. 
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The Review is an Assurance 
Engagement 

!  If the accountant discovers an 
inconsistency, then either the financial 
statements or the accountant’s 
understanding require adjustment. 
•  Perform additional procedures to 

determine whether the financial 
statements are materially misstated OR 

•  Adjust the understanding 
•  Process ends when the financial 

statements are consistent with the 
accountant’s understanding 
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Proposed SSARS, Compilation 

!  Requirement to obtain an engagement 
letter 

!  Documentation requirements 
!  Discussion of internal control services 
!  Allows accountants to disclose a 

description of the reasons for the lack of 
independence 
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Proposed SSARS, Review 
!  Requirement to obtain an engagement letter 
!  Expanded guidance with respect to analytical 

procedures in a review engagement 
!  Requirement to document management’s 

responses to inquiries  
•  Analytical procedures 
•  Significant matters 

!  Revised reporting requirements when 
independence is impaired due to the 
performance of internal control services 
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ARSC Timeline 
!  Proposed SSARSs exposed for public comment 

on April 28, 2009 
!  Comment period ended on July 31, 2009 

•  169 comment letters received 
!  ARSC considered comments received during 

meeting in September 2009 
!  ARSC to consider voting to issue at final 

SSARSs meeting in November 2009 
!  Proposed effective date: 

•  Compilations and reviews of financial statements 
for periods beginning after December 15, 2010, 
with early application permitted 


