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Statement on Standards
for Management
Advisory Services

Issued by the Management Advisory Services Executive Committee
AICPA American Institute of Certified Public Accountants

MAS Engagements

Introduction

1. Statement on Standards for Management Advisory Services (SSMAS)
no. 1, Definitions and Standards for MAS Practice, categorizes man-
agement advisory services (MAS) as MAS engagements or MAS con-
sultations." It defines an MAS engagement as

That form of MAS in which an analytical approach and process is
applied in a study or project. It typically involves more than an inci-
dental effort devoted to some combination of activities relating to
determination of client objectives, fact-finding, opportunity or problem
definition, evaluation of alternatives, formulation of proposed action,
communication of results, implementation, and follow-up.

2. This statement provides guidance on the application of certain of the
standards set forth in SSMAS no. 1.

Nature of MAS Engagements

3. MAS engagements generally involve gathering and analyzing appro-
priate information concerning the client's business, operating results,
financial condition, systems and procedures, or other matters needed for
the development of conclusions and recommendations to assist a client
to achieve its objectives.

1. Recommendations and comments prepared as a direct result of observations made
while performing an audit, review, or compilation of financial statements or while providing
tax services, including tax consultations, are not MAS as defined in SSMAS no. 1.
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4. Engagements performed by MAS practitioners vary widely in size,
complexity, staffing and time requirements, and technical subject matter.
An MAS engagement may require the joint participation of the MAS
practitioner, the client, and other personnel with the skills required to
achieve the engagement objectives.

5. While performing an MAS engagement, a practitioner may be asked
to respond to a client inquiry on an MAS matter that is not related to the
engagement. The nature of the inquiry and the response in such circum-
stances may fall within the definition of an MAS consultation, in which
case the standards for MAS consultations would apply.

Professional Competence in MAS Engagements

6. Professional competence in performing MAS engagements includes
an ability to identify and define client needs, select and supervise appro-
priate staff, apply an analytical approach and process appropriate to the
engagement, apply knowledge of the technical subject matter under con-
sideration, communicate recommendations effectively, and, when re-
quired, assist in implementing recommendations.

7. An MAS engagement may require more than one individual and di-
verse technical skills. The MAS practitioner should carefully assess the
combined abilities, education, and experience of the individuals on his
staff, or otherwise engaged by him, who are to participate in a specific
MAS engagement. In deciding whether he or his firm can reasonably
expect to complete the engagement with professional competence, the
MAS practitioner may also give consideration to the skills, education,
and experience of client personnel and personnel from other organiza-
tions who have assumed responsibility for tasks related to the engage-
ment.

Planning and Supervision in MAS Engagements

8. The MAS practitioner should plan and supervise an MAS engage-
ment in a manner that provides reasonable assurance that the work is
conducted in accordance with the understanding with the client and with
the professional standards set forth in Statements on Standards for Man-
agement Advisory Services and the AICPA Rules of Conduct.

9. |If staff is needed, the MAS practitioner should determine that a suf-
ficient number of persons with appropriate skills and experience are
available to perform the work.

10. A plan should be developed to guide the conduct, supervision, con-
trol, and completion of the engagement. The plan should be modified, if
necessary, turing the course of the engagement. Engagement planning
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should include consideration of the approach and tasks required to
achieve the engagement objectives.

11. Throughout an MAS engagement, the MAS practitioner should ex-
ercise professional judgment concerning the level of documentation and
the amount of supervision required, based on the experience of the per-
sons involved and the complexity and duration of the assignment.

12. An MAS engagement should be directed by an individual who is
competent to supervise the personnel assigned, evaluate the quality and
completeness of the work performed, and accept responsibility for suc-
cessful completion of the engagement.

Sufficient Relevant Data in MAS Engagements

13. The MAS practitioner should obtain sufficient relevant data to com-
plete an MAS engagement in a manner consistent with the understanding
with the client. Sufficient relevant data may be obtained by interview,
observation, review of client documents, research, computation, and
analysis. The nature and quantity of information that constitutes sufficient
relevant data will vary with the scope and circumstances of each en-
gagement. It normally consists of information needed to analyze the
courses of action that might be considered. Sufficient relevant data in-
clude information that supports conclusions or recommendations.

14. The MAS practitioner should exercise professional judgment in de-
termining the nature and quantity of information required to develop
conclusions or recommendations that fulfill the objectives of the MAS
engagement. In making this determination, the MAS practitioner should
consider the objectives, nature, and scope of the engagement, the costs
of data gathering versus the benefits of added data, the intended use of
the engagement results, and related circumstances. The source, reliabil-
ity, and completeness of the data, and any limitations thereof, should be
considered in forming and reviewing conclusions and recommendations.

Role of Practitioner in MAS Engagements

15. A pervasive characteristic of the practitioner’s role in an MAS en-
gagement is that of being an objective adviser. In performing an MAS
engagement, the practitioner should not assume the role of manage-
ment.? Because of the various advisory services that may be performed

2. An Institute member or his employee might at times serve in the role of management
for a client. The Statements on Standards for MAS do not apply to situations in which the
member or his employee serve in that role, but, under rule 101 of the AICPA Rules of Conduct
and Statement on Standards for Accounting and Review Services no. 1, independence might
be impaired for the purpose of an audit, review, or compilation of financial statements.
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by the MAS practitioner and the singular responsibility of the client to
make all management decisions, the roles and responsibilities of all
parties should be clearly defined in the understanding with the client.

16. An MAS engagement should be structured to enable management
to make decisions on matters requiring action by providing for review
and approval of the engagement findings, conclusions, recommenda-
tions, and other results. The implementation of any course of action
recommended during an MAS engagement must be authorized by
management.

Understanding With Client in MAS Engagements

17. Prior to undertaking an MAS engagement, the practitioner should
consider such matters as the following in reaching an appropriate under-
standing with the client:

* Engagement objectives
* Nature of the services to be performed

® Engagement scope, including areas of client operations to be ad-
dressed and limitations or constraints, if any

* Respective roles, responsibilities, and relationships of the MAS prac-
titioner, the client, and other parties to the engagement

* The anticipated engagement approach, including major tasks and ac-
tivities to be performed and, if appropriate, methods to be used

® The manner in which engagement status and results are to be com-
municated

* Work schedule
®* Fee arrangements

18. The MAS practitioner should exercise professional judgment in
determining the nature and extent of documentation appropriate in
the circumstances. MAS engagements normally include a documented
understanding with the client, which may be in the form of an ac-
cepted proposal letter, a confirmation letter, an engagement arrange-
ment letter, a contract, or a file memorandum documenting an oral
understanding.

19. Written documentation of the understanding may not be appropriate
in some situations. Client confidentiality requirements or other engage-
ment circumstances might explicitly preclude such documentation.

20. If circumstances require a significant change in the nature, scope,
or limitations of the services to be performed, the MAS practitioner should
modify his understanding with the client.
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Client Benefit in MAS Engagements

21. Before beginning an MAS engagement, the MAS practitioner should
obtain an understanding of the possible benefits, both tangible and in-
tangible, that the client wishes to achieve.

22. The MAS practitioner should not guarantee results either explicitly
or implicitly. The ultimate achievability of results will depend on the ef-
fectiveness of client management in implementing the MAS practitioner’s
recommendations and on client management’s ability to address changes
or uncertainties. The MAS practitioner should communicate to the client
reservations concerning the achievability of the anticipated benefits.

23. If potential benefits are quantified, they should be described as esti-
mates, and the support for such estimates should be disclosed. If esti-
mated benefits or estimated costs change significantly during an en-
gagement, the client should be informed.

Communication of Results in MAS Engagements

24. The principal findings, conclusions, recommendations, or other
results of an MAS engagement, including the major facts and assump-
tions upon which results are based, should be communicated to the
client, together with limitations, reservations, or other qualifications.

25. During lengthy or complex engagements, interim client communi-
cation is desirable. Interim communication encourages client involve-
ment and decision-making and keeps the client informed of results and
progress.

26. Final reports to a client may be written or oral depending on factors
such as

® The understanding with the client.

®* The degree to which the engagement results are provided to the
client as the engagement progresses.

* The intended use of engagement results.
® Sensitivity or significance of material covered.
* The need for a formal record of the engagement.

27. When an MAS practitioner does not issue a written report to the
client, a memorandum to the file should be considered, outlining matters
such as results achieved and documentation provided to the client.

Effective Date

28. This statement is effective for MAS engagements undertaken on or
after May 1, 1983.
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The statement entitled MAS Engagements was adopted by an affirmative vote
of fourteen of the fifteen members of the committee. Mr. Varley dissented to
issuance of the statement because he believes there is no need for this standard,
in view of the requirements of rule 201 of the AICPA Rules of Conduct and the
absence of any evidence of significant current or potential abuses.

Management Advisory Services Executive Committee (1981-1982)

Merle S. Elliott, Chairman Edward G. Pringle
Whit L. Brown, Jr. Leonard Prose
Michael A. Carrozza, Jr. Joseph A. Puleo
Donald A. Curtis Robert O. Redd
Lawrence P. Gelfond Carl J. Varley

William W. Gerecke
Charles Kaiser, Jr.

Paul M. Koren Monroe S. Kuttner
Victor E. Millar Director, Management
Russell F. Peppet Advisory Services

MAS Practice Standards Subcommittee (1981-1982)

George J. Krahm, Chairman Marvin C. Kelly
Joseph A. Becker James A. Korreck
William A. Broadus, Jr. Jack Martin

Peter N. Chase Richard P. Moore
Richard B. Donahue James P. Ross
William G. Farrow 0. Creed Spann, Jr.
Paul Goodstat Wesley N. Stark

Note: Statements on Standards for Management Advisory Services are issued
by the AICPA Management Advisory Services Executive Committee, the senior
technical committee of the Institute designated to issue pronouncements in con-
nection with management advisory services. Members should be aware that
they may be called upon to justify departures from this statement.
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