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Clearline Consulting has been involved in the development of key resources for the new Canadian Standard
for Review Engagements. We have contributed as a taskforce committee member in the development of
CPA Canada’s Review Engagement Guide, participated in technical review of the new CPA Canada
checklists, and have provided internal and external training sessions through CPABC, CPA Saskatchewan
and CPA Manitoba.
Assisting firms with an efficient and effective implementation of the new standard is one of our key
priorities for 2017 – 2018.

Introduction

In this special report, we will delve further into the details of a firm’s implementation of CSRE 2400,
the new review engagement standard, which we first highlighted in our Special Report CSRE 2400 – When
is the Right Time to Train?
This special report is for all firms that complete review engagements. In this report, you will find:
• Considerations for implementing new CSRE 2400 engagement checklists.
• Considerations for comparing the current standard to the new standard.
• Three key areas for successful implementation.
• Resources and support to help your firm’s transition.
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New Standard > New Checklists…What else is there to change?

We have presented and discussed the new standard with practitioners in several venues and forums
over the last year. During these sessions, a few practitioners have asked us why we believe this change
is substantive. New checklists will be published by the profession, the engagement file will be rolled
forward, old checklists will be exchanged with the new, leaving the rest of the file relatively unchanged.
Voila, new standard implemented! Right?
You only need to ask a firm who performs audit engagements how effective a similar transition plan was
when the Canadian Audit Standards (CAS) were adopted. The audit engagement was rolled forward
and new forms and checklists were added to the front of the file, however, the audit work performed
continued to reflect the old audit methodology. Here we are in 2017, with firms still struggling to meet
risk-based standards compliance and attempting to ‘correct’ files section by section. In hindsight, many
would agree that had additional time been invested into ensuring the methodology of the CAS was
understood, and had engagement files been re-planned and re-performed under the new standard, the
cost of transition would have been significantly less, although concentrated in the first few years. Firms
are at risk of a similar result with CRSE 2400 if focus is not placed on understanding the new standard.
In general terms, just like the CAS, the new review engagement standard will require many firms to spend
additional time on the front end or planning sections of the file, documenting the client’s procedures
and processes. The goal is to ensure that this is done well in the first year so firms can gain efficiencies
in subsequent years.

How Long Will it Take to Transition One File?

We are asked this question often and of course, the answer is: it depends. If we draw from experience
with the transition to the CAS, a conservative estimate would be 3 - 5 hours per review engagement file.
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Comparing the Old and the New

Comparisons been the old and new standard have been completed and many training sessions focus on
these differences. One such example is the CPA Canada alert summarizing the differences between CSRE
2400 and the current Handbook Section 8000 series. Although this summary is a good place to start,
consider the following as you review this document:
•

•

•

The alert assumes that the firm is currently performing review engagements in accordance with
Handbook Section 8200. This fails to recognize both the areas of the engagement where your
firm has adopted best practices, such as the documentation of materiality, as well as the common
deficiencies currently noted by practice review, such as the inadequate documentation of the
knowledge of the business.
The alert does not contemplate the requirements in CSQC1, including the professional bylaws and
code of professional conduct, which all firms performing assurance engagements were required to
adopt in 2009.
Conclusions reached include ‘less rigorous, less extensive or no comparable requirement’ to
provide little guidance on the specific engagement file effects.

The Risks of Relying On Comparisons
We agree that a fundamental understanding of
the differences and similarities is of utmost
importance in the comprehension of the new
standard. However, it should not be the focus of the
transition. The risk of relying upon comparisons is
that this form of training encourages a
search-and-replace type of transition plan. If the
files are transitioned in this manner, it is likely that
procedures and work that have always been
completed will continue to be completed regardless
of the additional planning time. With this type of
approach, your time charges are likely to be the only
noticeable result of transition.
We encourage all firms to focus their training
efforts on understanding the new standard not on
highlighting the differences.
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Three Key Areas for Successful Implementation

Assuming the firm will either implement the new CSRE 2400 engagement checklists issued by CPA Canada,
or develop their own tools and templates, we have identified three areas of the new standard which, in our
opinion, are critical to an efficient implementation of the new standard.

1. Understand the entity, environment and the applicable financial reporting framework.

Obtaining the understanding of the entity and its environment, in sufficient depth and breadth to “identify
areas of the financial statements where material misstatements are likely to arise”, is in our opinion the key
to successful implementation of the new standard. It is from this understanding that the planned review
engagement procedures can be directed.
Without a sufficient understanding of each area and item of the financial statements, firms will be in the
position to complete a set of generic review engagement procedures in each area of an engagement.
This historically has led to more than the necessary amount of work performed in areas of low risk and
underperformance of procedures in higher risk areas.
The extent of documentation of the understanding of the entity and its environment is a question all firms
must answer. Based on our experience as quality control monitors and EQCRs, we have identified areas
where the current documentation in understanding the entity is likely to fall short under the new standard.

Engagement Documentation

Considerations For Implementing the
New Requirements

Relevant industry, regulatory, and other
external factors including the applicable
financial reporting framework

Identification of relevant industry, regulatory and
other external factors is an area where junior
team members struggle to provide appropriate
documentation. This section tends to include
documentation such as ‘N/A’ or a generic response
such as the BC Companies Act.
More than half of the deficiencies we note in
review engagement files are due to accounting-related
matters. The misstatements may be recognition,
measurement, presentation or disclosure issues, or it
may be a lack of documentation addressing the
relevant accounting issue. We encourage firms to take
this opportunity to include a quality control review
of the financial statements to identify any potential
accounting issues.
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Engagement Documentation

Considerations For Implementing the
New Requirements

The nature of the entity and its operations

A detailed understanding of the client business in the partner’s head will not meet the documentation
requirements. Ensure that the file documentation
answers these basic questions: What, why, when, where,
with whom and how is the entity conducting business transactions?

Entities governance structure

A review engagement where all owners are active in the
business vs. inactive or passive investors should result in
different communication decisions. Given the new communication requirement (see item #3), it will be important to
understand the governance structure at the beginning of
the engagement. This will allow the firm to develop an initial
plan for how and when to communicate with directors,
when the communication is required.

The entity’s accounting systems and accounting
records

Where the firm has not documented the client’s
processes in significant areas such as cash, revenue, purchases, inventory and/or payroll there will be work to do.
We believe that this is the one requirement of the new
standard that is likely to take the most time to update or
complete, depending on the firms starting point.

The entity’s selection and application of
accounting policies

Although, it may be tempting to summarize the client’s
procedures very quickly and in a generic manner, it is in this
work effort where specific review engagement procedures
may be reduced. Time spent here at
implementation will be recovered over subsequent years,
allowing for detailed review engagement
procedures to be customized to the specific
engagement.
If there is one area where we would recommend a
detailed look at the application of appropriate
accounting policies, it is revenue recognition. In many instances revenue as recorded by the client is not
compliant with the accounting framework and the review
engagement procedures are required to identify this.

The more in-depth the understanding of the entity is, the easier it will be to assess the areas of the
financial statements where material misstatements are likely to arise. This will help firms design the most
effective procedures to address these areas in the engagement scoping.
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Identifying areas of the financial statements where
material misstatements are likely to arise ≠ risk…or does it?

The standard is very careful not to intermingle the concept of risk
assessment (CAS) and the identification of areas of the financial
statements where material misstatements are likely to arise.
Noting the difference between providing an opinion in an audit
and providing a conclusion that “nothing has come to our
attention” in a review engagement, it is important that there is
this differentiation in the work effort related to identification of
risk. This does not take away from a fundamental basis that a
review engagement is a risk-based engagement and the
procedures identified during the scoping stage of the engagement
are in response to this engagement risk, not to be confused with
the firm’s risk of client/engagement acceptance.

2. Engagement scoping.

Engagement scoping requires significant knowledge of the client, a good understanding of the applicable
accounting framework and experience in assurance engagements. This planning section, especially in the
transition year, should be completed by senior staff.
It is at this stage in transition where the firm has the opportunity to rethink all of the procedures being
performed for the engagement. In areas where there is no or a low likelihood of misstatement assessed,
the review engagement procedures required should be nominal, perhaps limited to ensuring amounts
reconcile to underlying accounting information.

Consider This

If work effort or procedures performed on the account
balances and transactions are the same as in the prior
year, you can conclude one of two things:
1. There was insufficient time put into understanding the
entity and its processes and linking this information to the
engagement scoping; or
2. Your firm was already performing engagements in an
efficient and effective manner based on an understanding
of the entity and assessment of its procedures, focusing
your work in the resulting areas of potential misstatement.
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3. Communication with those charged with governance.

The need to communicate with those charged with governance will be new to many practitioners,
especially those who are not familiar with the CAS. Many practitioners have become very comfortable
dealing with one key individual within the entity. This may no longer be appropriate when there are
issues or concerns that should be brought to the attention of all directors.
Firms should reach a conclusion as to how they will meet the requirements to communicate, as well as
the related documentation.
We recommend two approaches:
1. Owner-managed entities – a memorandum based approach with documentation including what
was discussed, with whom, when and the follow-up or response received where required.
2. For entities such as NFPOs with a Board of Directors or where there are multiple shareholders with
varying degrees of involvement in the daily operations – a more formal approach including the
issuance of a letter and/or presentation to the directors.
At the file transition stage, senior staff can conclude on which approach is appropriate for the entity and
include the appropriate template and/or instructions.

File Transition

A firm’s file transition plan will differ significantly depending on its size and scope. If you are a sole
practitioner and you complete review engagements yourself, you may physically transition a file just prior
to or during the engagement performance. However, if you have a number of review engagements and/or
junior staff involved in review engagements, a more formalized transition plan is recommended to control
administrative time and other transition costs.
See our special report on CSRE 2400: Review Engagements File Transition for further details.
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How Clearline Consulting Can Help

Clearline Consulting provides training and consulting services to sole practitioners and small to medium
sized public practice firms. Our approach to training is to develop the necessary competencies within your
firm. Here’s how we can help:
•
•

•
•
•

For firms with sufficient senior staffing resources, we can create a customized transition plan
including overseeing the completion of the transition of files to the new engagement template.
For firms with a limited number of engagements and limited staffing resources, we can transition
your current engagement file to the new engagement template, highlighting the areas where
additional documentation or procedures are likely to be required.
We can deliver in-house official CPA professional development courses for CSRE 2400 tailored to
your client base and firm’s needs.
We can assist in developing or modifying a new review engagement template to meet the needs
of your staff and the firm’s client base.
We can review a current sample of review engagement files for compliance and efficiency
recommendations which can be implemented into the firm’s transition plan to a new engagement
template.
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About Clearline Consulting
Clearline Consulting provides practitioners and their staff
with the tools, training and advice they need to succeed
and build thriving accounting firms. From compliance,
file monitoring and audit planning to professional
development courses, staff training and customized
consulting solutions, our team exists to serve the needs
of small to mid-sized public practice firms. Our
collaborative, integrated approach means clients have
access to and support from knowledgeable people who
are in front of the ever-changing standards environment.

For more information about our services and
how we can tailor them to meet your needs,
please call us directly at 778-375-3101.
Clearline Consulting CPA
1010-789 West Pender St.
Vancouver, BC
V6C1H2
info@clearlineconsulting.ca
www.clearlineconsulting.ca

Bridget Noonan, CPA, CA – Director
Bridget is a director at Clearline Consulting and also a CPA professional
development instructor and consultant to CPABC and CPA Canada. She has
over 15 years of experience in public practice with a mid-size firm in
Vancouver and as a professional standards advisor with CPABC. Bridget
applies her experience to empowering CPA firms and practitioners with
technical competencies, professional development, regulatory compliance,
and practice management matters.

Tom Gillespie, CPA, CA – Director
Tom has over ten years of dedicated accounting and assurance experience
having worked with several public practice firms and as the associate director
of practice review with CPABC. Tom provides file monitoring, training, audit/
assurance planning and on-going consulting services to CPA firms and
practitioners, easing their workload and facilitating their success. In addition
to his role at Clearline Consulting, Tom instructs professional development
courses with CPABC and also serves as a consultant and advisor to CPABC and
CPA Canada.
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