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. Documentation . . . . . . . . . . . . . . . 19.11–.18

. Engagement letters . . . . . . . . . . . . . . . 19.05
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. Generally . . . . . . . . . . . . . . . . . . . . 19.01–.04

. Nonparticipant parties . . . . . . . . . . . . . 19.24

. Partial presentations . . . . . . . . . 23.21, 23.23
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. Procedures to be performed . . . . . 19.06–.10
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AGREED-UPON PROCEDURES ENGAGEMENTS,
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. . financial projections . . . . . . . . . . . . . 20.01P

. Representation letters . . . . . . . . . . 20.02–.04

. . financial projections . . . . . . . . . 20.02P–.03P
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REPORTS. . . . . . . . . . . . . . . . . . 21.01–.09
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CONDUCT . . . . . . . . . . . . . . . . . . . . . 14.05
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. Attestation Standards See under AT
. Auditing Standards See under AU

AICPA PROFESSIONAL
STANDARDS—continued

. Clarified Audit Standards Updates See under
AU-C

AMOUNTS, PRESENTATION OF . . . . . 8.18–.21

APPROPRIATE CARE . . . . . . . . . . . . . . 6.11–.12

ASSEMBLY, DEFINED . . . . . . . . . . . . . . . . 3.16

ASSUMPTIONS
See also hypothetical assumptions

. Alternative . . . . . . . . . . . . . . . . . . . . . . . 6.35

. Capitalization rate . . . . . . . . . . . . . 8.38, 8.43

. Documenting . . . . . . . . . . . . . . . . . . . . . 6.40

. Evaluating . . . . . . . . 15.20–.20P, 15.53–.53P

. Examination procedures See under
examination procedures

. Partial presentations . . . . . . . . . . . . . . 23.11

. Preparation guidelines . . . . . . . . . . . 6.30–.36

. Presentation guidelines . . . . . . . . . . 8.22–.30

. Reasonably objective basis . . . . . . . 7.03–.06,
. . . . . . . . . . . . . . . . . . . . . . . . . exhibit 7-1

. Responsibility for . . . . . . . . . . . . . . . 5.03–.04

. Sensitive . . . . . . . . . . . . . . . 8.24–.25, 13.01

. Summary of significant . . . . . . . 10.11, 10.20

. Support for . . . . . . . . . . . . . . . . 6.34, 12.11,
. . . . . . . . . . . . . . . . 15.23–.31, 15.53–.53P

. Tax

. . sensitive . . . . . . . . . . . . . . . . . . 16.01–.01P

. . support for . . . . . . . . . . . . . . . . . 15.32–.34

. User-dependent . . . . . . . . . . . . . . . . . . 15.40

. Variations in. . . . . . . . . . . . . . . . . . . 6.37–.38

ASSURANCE . . . . . . . . . . . . . . . 14.07, 15.13P

AT SECTION 101, ATTEST
ENGAGEMENTS. . . . . . . . . . . . . . . . . 22.06

AT SECTION 301, FINANCIAL FORECASTS
AND PROJECTIONS

. Client-prepared documents . . . . . . . . . . 10.21

. Compilation procedures . . . . . . . . . 12.03–.05

. Compilation reports . . . . . . . . . . . . . . . 14.01

. Examination reports . . . . . . . . . . . . . . . 17.01

. Internal use only . . . . . . . . . . . . . . . . . 22.05

. Practitioners’ services . . . . . . . . . . . . . . 2.10

. Relationship to text . . . . . . . . . . . . . . . . 1.08

. Responsible party . . . . . . . . . . . . . . . . . 5.03
AT SECTION 701, MANAGEMENT’S

DISCUSSION AND ANALYSIS . . . . . . . 1.11
ATTEST DOCUMENTATION See

documentation
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AU-C SECTION 920, LETTERS FOR
UNDERWRITERS AND CERTAIN OTHER
REQUESTING PARTIES . . . . . . . . . . . 19.01

AUDITING STANDARDS
. AICPA See under AU and AU-C
. PCAOB See under PCAOB Auditing Standard

B
“BESPEAKS CAUTION” DOCTRINE . . . . . . 8.25

BUDGETS. . . . . . . . . . . . . . . . . . . . . . . . . 10.20

C
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ASSUMPTIONS . . . . . . . . . . . . . 8.38, 8.43

CHANGES MADE TO TEXT FROM PREVIOUS
EDITION . . . . . . . . . . . . . . . . . . appendix E

CLIENT-PREPARED DOCUMENTS . . 10.21–.31

COMFORT LETTERS . . . . . . . . . . . . . . . . 18.10

COMMERCIAL ENTITIES . . . 9.01, exhibit 9-1,
. . . . . . . . . . . . . . . . . . . . . . . . . . exhibit 9-2

COMPARATIVE HISTORICAL FINANCIAL
INFORMATION . . . . . . . . . . . . . . . . . . 17.19

COMPARISON OF FINANCIAL FORECASTS
WITH RESULTS . . . . . . . . . . . . . . . 6.42–.43

COMPILATION AND EXAMINATION
PROCEDURES, FOR PARTIAL
PRESENTATIONS . . . . . . . . . . . . . . . . 23.20

COMPILATION OF PROSPECTIVE FINANCIAL
INFORMATION, DEFINED . . . . . . . . . . 3.15

COMPILATION PROCEDURES . . . . . 12.01–.13
. Documentation . . . . . . . . . . . . . . . 12.12–.13
. Financial projections. . . . . . . . . 12.03P, 12.11
. Generally . . . . . . . . . . . . . . . . . . . . 12.01–.04
. Materiality . . . . . . . . . . . . . . . . . . . . . . 12.05
. Planning compilation engagements 12.07–.10
. Steps . . . . . . . . . . . . . . . . . . . . . 12.11–.11P
. Training and proficiency . . . . . . . . . . . . 12.06

COMPILATION REPORTS . . . . . . . . 14.01–.18
. Assurance in . . . . . . . . . . . . . . . . . . . . 14.07
. Date of completion . . . . . . . . . . . . . . . 14.04
. Examples, other . . . . . . . . . . . . . . 14.14–.18
. Financial projections. . . . . 14.01P–.02P, 23.23
. Generally . . . . . . . . . . . . . . . . . . . . 14.01–.18
. Historical financial statements in . . . . . 14.06
. Independence of practitioner . . . . . . . . 14.05
. Modifications of standard compilation

reports . . . . . . . . . . . . . . . . . . . . 14.09–.13
. Partial presentations . . . . . . . . . . . . . . 23.23
. Periods beyond forecast period,

example . . . . . . . . . . . . . . . . . . . 14.17–.18
. Practitioners’ services, types of . . . 10.04–.05
. Presentation deficiencies or omitted

disclosures . . . . . . . . . . . . . . . . . 14.09–.11
. Presentation guidelines . . . . . . . . 14.02–.02P
. Range, financial forecasts containing . . 14.03
. Real estate investments, projected sale of,

example . . . . . . . . . . . . . . . . . . . . . . 14.16

COMPILATION REPORTS—continued
. Reporting on information accompanying

financial forecast in practitioner-submitted
documents . . . . . . . . . . . . . . . . . 14.12–.13

COMPILATIONS, ILLUSTRATIVE LETTERS
FOR . . . . . . . . . . . . . . . . . . . . . . 13.01–.04

. Engagement letters . . . . . . . . . . . 13.01–.01P

. . financial projections . . . . . . . . . . . . . 13.01P

. Representation letters . . . . . . . . . . 13.02–.04

. . financial projections . . . . . . . . . . . . . 13.02P

COMPLETION DATE . . . . . . . . . . . . . . . . 14.04

CONFIDENTIALITY. . . . . 15.46–.47, 19.16–.17

CONSENT, PRACTITIONER’S. . . . . . 18.06–.08

CORRECTION AND UPDATING OF FINANCIAL
FORECASTS. . . . . . . . . . . . . . . . . . 8.46–.51

. Errors . . . . . . . . . . . . . . . . . . . . . . . 8.46–.47

. Updating . . . . . . . . . . . . . . . . 8.46, 8.48–.51

COST OF INFORMATION ACQUISITION . . 6.21

COVERED OPINIONS. . . . . . 11.01–.02, 11.06,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.10

D
DATE

. Completion . . . . . . . . . . . . . . . . . . . . . 14.04

. Effective . . . . . . . . . . . . . . . 1.14, 18.02–.05

. Presentation guidelines . . . . . . . . . . . . . 8.11

. Report. . . . . . . . . . . . . . . . 18.02–.05, 21.07

. Signed representation vs. forecast
preparation . . . . . . . . . 13.04, 16.04, 20.04

DEFICIENT PRESENTATIONS 8.08, 14.09–.11

DEFINITIONS . . . . . . . . . . . . . . . . . . . . 3.01–.16

DEPARTMENT OF THE TREASURY See
Treasury Department tax shelter opinions

DESCRIPTION OF ADDITIONAL
PROCEDURES . . . . . . . . . . . . . . . . . . 18.10

DETAIL, APPROPRIATE LEVEL OF . . . 6.24–.25

DISCLAIMER OF OPINION. . . . . . . . 17.11–.14

DISCLOSURE ITEMS, MINIMUM . . . . . . . . 9.02,
. . . . . . . . . . . . . . . . . . . . . . . . . exhibit 9-3

DISCLOSURES, OMITTED . . . . . . . . 14.09–.11

DOCUMENTATION
. Agreed-upon procedures . . . . . . . . 19.11–.18
. Compilation procedures . . . . . . . . . 12.12–.13
. Examination procedures . . . . . . . . . 15.41–.48

E
EFFECTIVE DATE. . . . . . . . . . 1.14, 18.02–.05

EMPHASIS OF A MATTER . . . . . . . . . . . . 17.17

ENGAGEMENT LETTERS
. Agreed-upon procedures, application of 19.05
. Agreed-upon procedures engagements,

illustrative . . . . . . . . . . . . . . . . . 20.01–.01P
. . financial projections . . . . . . . . . . . . . 20.01P
. Compilations, illustrative. . . . . . . . 13.01–.01P
. . financial projections . . . . . . . . . . . . . 13.01P
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ENGAGEMENT LETTERS—continued
. Examinations, illustrative . . . . . . . 16.01–.01P
. . financial projections . . . . . . . . . . . . . 16.01P

ENGAGEMENTS
. Change in, to lower level of

service . . . . . . . . . . . . . . . . . . . . 10.16–.18
. Planning . . . . . . . . . . . 12.07–.10, 15.08–.11
. Withdrawing from. . . . . . . . . . . . . . . . . 12.11

ENTITIES
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . 3.07
. Manufacturing/commercial . . 9.01, exhibit 9-1,

. . . . . . . . . . . . . . . . . . . . . . . . . . exhibit 9-2
. Plans of . . . . . . . . . . . . . . . . . . . . . 6.26–.27
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EVALUATING ASSUMPTIONS . . . . 15.20–.20P,
. . . . . . . . . . . . . . . . . . . . . . . . . 15.53–.53P

EXAMINATION OF PROSPECTIVE FINANCIAL
INFORMATION, DEFINED . . . . . . . . . . 3.14

EXAMINATION PROCEDURES . . . . 15.01–.54P
See also examination reports

. Assumptions See examination procedures,
assumptions

. Documentation . . . . . . . . . . . . . . . 15.41–.48

. Financial projections

. . assumptions, assurance on . . . . . . . 15.13P

. . assumptions, evaluating . . . . . . . . . . 15.20P

. . assumptions, support for . . . . . . . . . 15.24P

. . generally . . . . . . . . . . . . . . . . . . . . . 15.02P

. . preparation and presentation,
evaluating . . . . . . . . . . . . . . . 15.35, 15.38P

. Generally . . . . . . . . . . . 15.01–.04, 15.12–.14

. Illustrative . . . . . . . . . . . . . . . . . . 15.49–.54P

. Materiality . . . . . . . . . . . . . . . . . . . . . . 15.05

. Planning examination engagement 15.08–.11

. Preparation and presentation,
evaluating . . . . . . . 15.35–.38P, 15.54–.54P

. Prospective period. . . . . . . . . . . . . 15.16–.17

. Responsible party’s experience in preparing
financial forecasts . . . . . . . . . . . . . . . 15.15

. Responsible party’s financial forecast
development process. . . . . . . . . . 15.18–.19

. Specialists. . . . . . . . . . . . . . . . . . . . . . 15.39

. Tax assumptions, support for. . . . . 15.32–.34

. Training and proficiency . . . . . . . . . 15.06–.07

EXAMINATION PROCEDURES, ASSUMPTIONS
. Assurance about . . . . . . . . . . . . . . . . 15.13P
. Development of . . . . . . . . . . . . . . . 15.21–.22
. Evaluating . . . . . . . . 15.20–.20P, 15.53–.53P
. Support for . . . . . . . . . . . . . . . . . . 15.23–.31
. User-dependent . . . . . . . . . . . . . . . . . . 15.40

EXAMINATION PROCEDURES,
ILLUSTRATIVE . . . . . . . . . . . . . 15.49–.54P

. Assumptions, evaluating. . . . . . . . 15.53–.53P

. Generally . . . . . . . . . . . . . . . . . . . . 15.49–.51

. Preparation and presentation of financial
forecast, evaluating . . . . . . . . . . 15.54–.54P

EXAMINATION PROCEDURES,
ILLUSTRATIVE—continued

. Scope of examination, determining. . . . 15.52

EXAMINATION REPORTS . . . . . . . . 17.01–.28
. Financial projections. . . 17.01P–.02P, 17.06P,

. . . . . . . . . . . . . . . . . . . . . . . 17.10P, 23.23
. Generally . . . . . . . . . . . . . . . . . . . . 17.01–.05
. Modifications to practitioner’s

opinion . . . . . . . . . . . . . . . . . . . . 17.06–.15
. Other modifications to standard examination

reports . . . . . . . . . . . . . . . . . . . . 17.16–.28
. . real estate investment, projected sale

of . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.20
. Partial presentations . . . . . . . . . . . . . . 23.23
. Practitioners’ services, types of . . . 10.06–.07

EXAMINATION REPORTS, OTHER
MODIFICATIONS TO STANDARD
EXAMINATION REPORTS . . . . . 17.16–.28

. Disclosures about periods beyond forecast
period . . . . . . . . . . . . . . . . . . . . . 17.21–.22

. Examination as part of larger
engagement . . . . . . . . . . . . . . . . 17.26–.27

. Generally . . . . . . . . . . . . . . . . . . . . 17.16–.19

. Independence, lack of . . . . . . . . . . . . . 17.28

. Information accompanying financial forecast in
practitioner-submitted document 17.23–.25

. Real estate investment, projected sale
of . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.20

EXAMINATIONS, ILLUSTRATIVE LETTERS
FOR . . . . . . . . . . . . . . . . . . . . . . 16.01–.04

. Engagement letters . . . . . . . . . . . 16.01–.01P

. . financial projections . . . . . . . . . . . . . 16.01P

. Representation letters . . . . . . . . . . 16.02–.04

. . financial projections . . . . . . . . . 16.02P–.03P

EXAMINATIONS AS PART OF LARGER
ENGAGEMENT . . . . . . . . . . . . . . 17.26–.27

EXPERTS SECTION OF 1933 ACT
FILINGS . . . . . . . . . . . . . . . . . . . . . . . 18.09

EXPLANATORY LANGUAGE. . . . . . . . . . . 21.06

F
FACT, MATERIAL MISSTATEMENT

OF . . . . . . . . . . . . . . . . . 10.25–.29, 17.24

FASB ASC 230, STATEMENT OF CASH
FLOWS. . . . . . . . . . . . . . . . . . . . . . . . . 8.06

FASB ASC 250, ACCOUNTING CHANGES AND
ERROR CORRECTIONS . . . . . . . 6.17, 8.16

FEASIBILITY STUDIES . . . . . . . . . . . . . . . . 2.06

FINANCIAL ACCOUNTING STANDARDS BOARD
(FASB) ACCOUNTING STANDARDS
CODIFICATION See under FASB ASC

FINANCIAL FORECASTS, DEFINED. . . . . . 3.04

FINANCIAL PROJECTIONS
. Agreed-upon procedures See agreed-upon

procedures
. Compilation procedures . . . . . . 12.03P, 12.11
. Compilation reports . . . . . 14.01P–.02P, 23.23
. Conventions in text pertaining to . . . . . . 1.07
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FINANCIAL PROJECTIONS—continued
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . 3.05
. Examination procedures See examination

procedures
. Examination reports . . . 17.01P–.02P, 17.06P,

. . . . . . . . . . . . . . . . . . . . . . . 17.10P, 23.23
. Internal use reports . . . . . . . . 22.06P, 22.08P
. Letters See engagement letters;

representation letters
. Names for. . . . . . . . . . . . . . . . . . . . . . . 2.02
. Partial presentations . . . . . . . . . . . . . . 23.23
. Plant construction example . . 9.04, exhibit 9-6
. Practitioners’ services, types

of . . . 10.11P–.12P, 10.14P, 10.22, 10.25P
. Preparation guidelines . . 6.10P, 6.18P, 6.26P,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.32P
. Presentation guidelines . . . . . . . 8.02P, 8.05P,

. . . . . . . . . . . . . . . . . . 8.13P, 8.23P, 8.29P
. Reasonably objective basis . . . . . . . . . 7.01P

FINANCIAL REPORTING
FRAMEWORK. . . . . . . . . . . . . . . . . 8.14–.15

FINDINGS. . . . . . . . . . . . . . . . . . . . . 21.02–.05

FORECAST PERIOD, END OF . . . . . . . 8.35–.39

FORECAST PERIOD, PERIODS BEYOND
. Compilation reports . . . . . . . . . . . . 14.17–.18
. Examination reports . . . . . . . . . . . . 17.21–.22
. Practitioners’ services, types of . . . . . . 10.19
. Presentation guidelines . . . . . . . . . . 8.40–.43

FORMAL SYSTEM . . . . . . . . . . . . . . . . 6.03–.05

FORMAT. . . . . . . . . . . . . . . . . . . . . . . . 8.06–.10

G
GOOD FAITH . . . . . . . . . . . . . . . . . . 6.09–.10P

GUIDE STRUCTURE . . . . . . . . . . . . . . . 1.06–.07

H
HISTORICAL FINANCIAL STATEMENTS

. Accounting principles . . . . . . . 16.02P, 20.02P

. Client-prepared documents . . . . . . . 10.21–.23

. Comparative . . . . . . . . . . . . . . . . . . . . 17.19

. Compilation reports . . . . . . . . . . . . . . . 14.06

. Distinguishing from . . . . . . . . . . . . . 8.44–.45

. Practitioner-submitted documents . . . . . 10.20

HYPOTHETICAL ASSUMPTIONS
See also assumptions

. Agreed-upon procedures engagements 20.02P

. Appropriateness of . . . 6.32P, 7.01P, 10.14P

. Defined . . . . . . . . . . . . . . . . . . . . . . . . . 3.08

. Examinations . . . . . . . . . . . . . . . . . . . 16.03P

. Identifying . . . . . . . . . . . . . . . . . . . . . . 8.23P

. Improbable . . . . . . . . . . . . . . 16.03P, 20.02P

. Reasonably objective basis . . . 7.01P, 10.14P

. Representation letters . . . . . . 13.02P, 16.03P,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . 20.02P

I
IMPROBABLE HYPOTHETICAL

ASSUMPTIONS . . . . . . . . . 16.03P, 20.02P

INDEPENDENCE . . . . . . . . . . . . . 14.05, 17.28

INFORMATION
. Best available . . . . . . . . . . . . . . . . . 6.20–.25
. Client-prepared documents . . . . . . . 10.24–.31
. Comparative historical financial . . . . . . 17.19
. Cost of acquiring. . . . . . . . . . . . . . . . . . 6.21
. Materially inconsistent . . . . . . . . . . 10.24–.27
. Practitioner-submitted documents . . 17.23–.25
. Preponderance of . . . . . . . . . . . . . 15.24–.25

INTERIM AUDITING STANDARDS, PCAOB See
under AU

INTERNAL USE, PROSPECTIVE FINANCIAL
STATEMENTS FOR . . . . . . . . . . 22.01–.09

. Financial projections. . . . . . . . 22.06P, 22.08P

. Generally . . . . . . . . . . . . . . . . . . . . 22.01–.02

. Procedures . . . . . . . . . . . . . . . . . . 22.03–.04

. Reporting . . . . . . . . . . . . . . . . . . . 22.05–.09

INTRODUCTION PRECEDING SUMMARY OF
ASSUMPTIONS . . . . . . . . . . . . . . . 8.28–.30

INVESTMENT CONSEQUENCES, EVALUATING
LONG-TERM . . . . . . . . . 9.03, exhibit 9-3

IRS CIRCULAR 230, REGULATIONS
REGARDING TAX SHELTER
OPINIONS . . . . . . . . . . . 11.01–.05, 11.07,
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