
 

 

 710/2 York Street 
  Sydney NSW 2000 
17 September 2014 

 
The Chairman 
Accounting Professional & Ethical Standards Board Limited 
Level 7, 600 Bourke Street 
Melbourne  VIC  3000 
enquiries@apesb.org.au 

 
Dear Sir 
 
Proposed Standard APES 315 (ED 02/14) Compilation of Financial Information 
 
Westworth Kemp Consultants values the opportunity to provide feedback into the consultative process 
surrounding the proposed amendments to APES 315.  We are a boutique consultancy specialising in 
financial reporting, assurance and compliance issues, particularly in the context of litigation and dispute 
resolution and have on a number of occasions encountered the situation where a member firm has 
provided compilation services to a failed business.  The ensuing litigation is complicated by the addition of 
an additional layer of professional service provider, being the compilation firm, between the client’s 
bookkeeper and the audit firm. 
 
Generally we support the amendments proposed in the exposure draft.  The additional definitions bring 
the standard into line with recent assurance literature and the two new Appendices are helpful in 
determining the nature of different compilation services.  However, we are puzzled as to why compilation 
of financial statements for a tax return is excluded from the scope of a compilation report.  These 
statements also require the knowledge of standards and regulations and exercise of judgement and are 
more than the relaying of information excluded by subparagraph (c) of the definition of a compilation 
engagement.  In our view, (c) would constitute the only reason for a disclaimer report. 

 
Throughout the exposure draft (and also the current APES 315), there seems to be an uncomfortable 
tension between the assertion that a compilation engagement provides no assurance and the fact that 
clients are paying a member firm for a professional service and the comfort of that professional firm’s 
expertise in financial reporting and the preparation of financial statements.  The removal of the Objectives 
section (Section 4) in the current version of the standard exacerbates this tension, as the Objectives of a 
Compilation Engagement is a succinct positive statement that sets the tone for the standard that follows.  
The section sets out what the engagement was designed to achieve and clarifies from the outset why such 
an engagement is not an assurance engagement.  While much of the material is also in 1.1 of the ED, the 
impact is lost within the objectives of the standard as a whole. 
 
As an example of the inherent tension, on the one hand, paragraph 9.2 states that the member should 
inform the client “that the Client retains responsibility for the reliability, accuracy and completeness of the 
accounting records and disclosure to the Member of all material and relevant information.”  On the other 
hand, paragraph 7.2 states that the member “shall assess whether the Compiled Financial Information in 
respect of the Compilation Engagement is appropriate in form and content and free from Misstatements”.  
In our experience, member firms have been emphasising the client’s responsibility for the financial 
information and focussing less on their firm’s obligation to prepare financial statements that make sense in 
the context of the client’s business.  Applying accounting standards to compile financial statements with 
meaningful disclosures requires the exercise of professional skill and judgment, but in a different way from 
auditing. 
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When a client pays a firm of chartered accountants to compile a set of financial statements, there is an 
expectation of expertise in the application of accounting standards and principles, preparation of financial 
statements, use of disclosures to provide meaningful information to users and the associated exercise of 
professional judgement where necessary.  The reports function in a bookkeeping package such as MYOB is 
capable of generating basic financial statements from primary data.  The accountant’s judgment comes 
into play and adds value for the client in determining whether the client has met more complex accounting 
standards requiring estimation, such as AASB 136 and AASB 139 relating to impairment, or standards 
relating to accounting for groups of entities.  In exercising professional judgment, the accountant does not 
need to perform the verification work required by an audit, but he or she does need to apply common 
sense and make sufficient enquiries to be satisfied that the standards have been complied with.  There is 
already a requirement to do this in Sections 8 and 9 of the current APES 315, but in our experience these 
Sections are not given the attention they deserve at present. 
 
With the increasing complexity of accounting standards, there may be a knowledge gap between the 
competencies of the client’s bookkeeper who keeps the books of prime entry, often on a system like 
MYOB, and the qualified member in public practice doing the compilation.  The bookkeeper may not in fact 
know whether they have disclosed to the member all the relevant financial information.  For example, 
when an impairment provision is needed, the raw material to calculate the provision is unlikely to reside 
within the bookkeeping function, but might lie with management.  We have encountered instances under 
the current standard where accountants doing compilation work have omitted impairment provisions or 
made inadequate provision, on the basis that the client is responsible for the financial information, when 
the accountants had been exposed to information that made it clear that assets were impaired.   
 
While a compilation engagement is not an assurance engagement, it is important for practitioners to 
recognise that they may need occasionally to challenge their client, for example, have they been told 
everything they need to know and do the client’s raw figures require adjustment?  In our view, to prevent 
this unquestioning acceptance of raw client information continuing under the revised standard, an 
Appendix containing some case studies to assist members in assessing “whether the Compiled Financial 
Information in respect of the Compilation Engagement is appropriate in form and content and free from 
Misstatements” and assist with compliance with Section 7 of the new standard would be helpful. 
 
We note that Section 5 encourages a member in public practice to consider his/her obligations under APES 
320 Quality Control for Firms if he or she is of the view that the financial framework selected by the client is 
not appropriate.  In our view, it would also be helpful if members were reminded that they have the option 
to decline to issue a compilation report where the client wants a general purpose financial report, but is 
unwilling to comply with accounting standards. 
 
We also welcome the expansion of Section 8 to give further guidance in paragraphs 8.2 and 8.3 as to how 
the documentation requirements might be complied with.   

 
If you wish to discuss any of these matters further, please contact me at 
stephanie@westworthkemp.com.au.  
 
Yours faithfully 

 
  Stephanie Kemp MA, FCA 
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