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The A-to-Z of Compilation Engagements

YOUR KEY TO THE TAX COMMUNITY



The uses for a compilation 
engagement

2Source: IFAC Guide to Compilation Engagements



Compilation engagement 
objectives

• The practitioner’s TWO objectives in a compilation 
engagement under this ISRS are to: 

• Apply accounting and financial reporting expertise to   
assist management in the preparation and presentation of 
financial information in accordance with an applicable 
financial reporting framework based on information 
provided by management; and

• Report in accordance with the requirements of this ISRS.
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The role of management 
and TCWG (those charged with governance)

• Preparation and presentation of the FS
• Selection and application of appropriate accounting 

policies
• Developing reasonable accounting estimates, where 

needed (provisions, depr./amort, allowances for doubtful debt/impairment, etc.)

• Deciding on the AFRF (applicable financial reporting framework)

The practitioner may assist management with 
significant judgments during the course of the CE
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Make sure that this is stated, communicated and reported



Managing expectations of 
intended users of FS

• Practitioner may be associated with the FS; involvement 
may be misunderstood by users of the FS

• Two aspects become important in the CE:

• Emphasis on the practitioner’s ethical requirements
• Integrity, objectivity, professional competence, due care, confidentiality 

and professional behaviour

• Management remains ultimately responsible for the preparation 
and presentation of FS in accordance with an AFRF that are 
acceptable to the needs of the intended users of the FS 
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Source: IFAC Guide to 

Compilation Engagements

Differences

between

engagement
types
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Planning

ReportingPerforming

Accepting

The four distinct phases of 

a compilation engagement



Phase 1: Accepting

Is the firm ready?
Understand ISRS 4410 (Revised)
Ethical requirements
Professional judgement
Competence
Quality control

Can the engagement be accepted/continued?
Best suited purpose = no reliance
Appropriateness of engagement (refer slide)
Refer checklist

Agree terms of engagement
Acceptable Financial Reporting Framework (AFRF)
Agree terms of engagement
Other matters to include in the engagement letter
Sample detailed engagement letter in ISRS 4410

8

The firm has the necessary 

competencies and has designed and 

implemented a system of quality 

control relevant to CE’s.

Signed engagement letter was 

obtained before work commences.
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Source: IFAC Guide to Compilation Engagements

Which engagement is most suited?



10Source: IFAC Guide to Compilation Engagements



Phase 2: Planning

Ongoing communications
TCWG

Modes of communication

Consideration of materiality
Consider materiality

Understand the entity
Why?

Uses and benefits of planning

Procedures
Types of procedures – discussions, understanding, explanations
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There is a plan of action for compiling 

financial statements that are not to be 

incomplete, inaccurate, or otherwise 

unsatisfactory.



Phase 3: Performing

Perform procedures
Procedures

Management approval

Consider FS obtained
Required amendments, or withdrawal from engagement

Supervision and review

Documentation
Documentation (see checklist)

File assembly (time limit)
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Procedures have been completed 

and properly documented in the 

engagement file.



13Source: IFAC Guide to Compilation Engagements



Phase 4: Reporting

Forming the report
Communicate the nature of the 

engagement

Special purpose FS?

Wording of the report
Report dating
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Prepare a compilation report on the 

financial statements that is 

appropriately worded.
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Source: IFAC Guide to 

Compilation Engagements
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SUMMARY

The four major elements of

a compilation engagement...

in a nutshell

Source: IFAC Guide to Compilation Engagements



Thank you for attending!
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