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AT-C Section 9205A

Examination Engagements: Attestation
Interpretations of Section 205A

1. Reporting on Attestation Engagements Performed in

Accordance With Government Auditing Standards!

.01 Question — Chapter 5, "Standards for Attestation Engagements," of
the 2011 revision of Government Auditing Standards (referred to herein as the
Yellow Book) sets forth additional fieldwork and reporting standards for attes-
tation engagements performed pursuant to generally accepted government au-
diting standards (GAGAS). Practitioners performing attestation engagements
under GAGAS are also required to follow the general standards set forth in
chapter 3, "General Standards," of the Yellow Book, as well as the guidance
and requirements in chapter 1, "Government Auditing: Foundation and Ethical
Principles," and chapter 2, "Standards for Use and Application of GAGAS." For
examination attestation engagements performed pursuant to GAGAS, para-
graph 5.18 of the Yellow Book prescribes additional reporting standards? that
go beyond the standards of reporting set forth in section 205A, Examination
Engagements, and section 210A, Review Engagements.®> When a practitioner
performs an attestation examination in accordance with GAGAS, how should
the report be modified?

.02 Interpretation — The practitioner should modify the scope paragraph
of the attestation report to indicate that the examination or review was "con-
ducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants and the standards applicable to at-
testation engagements contained in Government Auditing Standards issued
by the Comptroller General of the United States."

.03 Additionally, GAGAS requires the practitioner's attestation report to
disclose any matters (often referred to as findings) that are set forth in para-
graphs 5.20-.26 of the Yellow Book. Paragraphs 5.27—.28 of the Yellow Book
set forth the presentation requirements that the practitioner should use, to the
extent possible, in reporting a finding. The following illustration is a standard
examination report modified to make reference to a schedule of findings when
any of the matters set forth in paragraphs 5.20-.26 have been identified. This

L Although separate interpretations for other AT-C sections have not been issued to address at-
testation engagements performed in accordance with Government Auditing Standards, a practitioner
may use this guidance to help the practitioner appropriately modify an attestation report pursuant
to other AT-C sections.

2 Paragraph 5.18 of the Yellow Book sets forth the additional reporting requirements: (a) report-
ing auditors' compliance with generally accepted government auditing standards, (b) reporting defi-
ciencies in internal control, fraud, noncompliance with provisions of laws, regulations, contracts, and
grant agreements, and abuse, (c) reporting views of responsible officials, (d) reporting confidential
or sensitive information, and (e) distributing reports. [Footnote revised, January 2008, to reflect con-
forming changes necessary due to the issuance of the 2007 revised Government Auditing Standards.
Footnote revised, December 2012, to reflect conforming changes necessary due to the issuance of the
2011 revision of Government Auditing Standards.]

3 Paragraphs .61-.84 of section 205A, Examination Engagements, and paragraphs .44—.60 of sec-
tion 210A, Review Engagements.
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report pertains to subject matter for which suitable criteria exist and are avail-
able to all users through inclusion in a clear manner in the presentation of
the subject matter. A written assertion has been obtained from the responsible
party. Although the following illustrative report modifications would comply
with the Yellow Book requirement, this illustration is not intended to preclude
a practitioner from complying with these additional Yellow Book reporting re-
quirements in other ways. In this illustrative report, the practitioner is report-
ing on the subject matter.

Independent Accountant's Report

We have examined [identify the subject matter, for example, the accompanying
schedule of performance measures of XYZ Agency for the year ended December
31, 20XX 1.4 XYZ Agency's management is responsible for presenting the [iden-
tify the subject matter, for example, the schedule of performance measures] in
accordance with [identify the criterial. Our responsibility is to express an opin-
ion on [identify the subject matter, for example, the accompanying schedule of
performance measures of XYZ Agency for the year ended December 31, 20XX],
based on our examination.

Our examination was conducted in accordance with attestation standards es-
tablished by the American Institute of Certified Public Accountants and the
standards applicable to attestation engagements contained in Government Au-
diting Standards issued by the Comptroller General of the United States. Those
standards require that we plan and perform the examination to obtain reason-
able assurance about whether management's [identify the subject matter, for ex-
ample, the accompanying schedule of performance measures of XYZ Agency for
the year ended December 31, 20XX ] is in accordance with [identify the criterial,
in all material respects. An examination involves performing procedures to ob-
tain evidence about [identify the subject matter, for example, the accompanying
schedule of performance measures of XYZ Agency for the year ended December
31, 20XX]. The nature, timing, and extent of the procedures selected depend on
our judgment, including an assessment of the risks of material misstatement
of the [identify the subject matter, for example, the accompanying schedule of
performance measures of XYZ Agency for the year ended December 31, 20XX],
whether due to fraud or error. We believe that the evidence we obtained is suf-
ficient and appropriate to provide a reasonable basis for our opinion.

[Additional paragraph(s) may be added to emphasize certain matters relating
to the attestation engagement or the subject matter.]

In our opinion, the schedule referred to above presents [identify the subject mat-
ter, for example, the performance measures of XYZ Agency for the year ended De-
cember 31, 20XX], in accordance with [identify criteria, for example, the criteria
set forth in Note 1], in all material respects.

[When any of the matters set forth in paragraphs 5.20-.26 of the Yellow Book
have been identified, the following paragraph would be added.]

In accordance with Government Auditing Standards, we are required to re-
port all deficiencies that are considered to be significant deficiencies or mate-
rial weaknesses in internal control; fraud and noncompliance with provisions

4 If the practitioner is reporting on an assertion about the subject matter, the practitioner would
identify the assertion, rather than the subject matter, for example, "management's assertion that
the accompanying schedule presents the performance measures of XYZ Agency for the year ended
December 31, 20XX, in conformity with the criteria in Note 1." [Footnote added, December 2012, to
reflect conforming changes necessary due to the issuance of the 2011 revision of Government Auditing
Standards.]
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of laws or regulations that have a material effect on [identify the subject matter,
for example, XYZ Agency's schedule of performance measures]; and any other in-
stances that warrant the attention of those charged with governance; noncom-
pliance with provisions of contracts or grant agreements, and abuse that has a
material effect on the subject matter.” We are also required to obtain and re-
port the views of responsible officials concerning the findings, conclusions, and
recommendations, as well as any planned corrective actions. We performed our
examination to express an opinion on whether [identify the subject matter, for
example, XYZ Agency's schedule of performance measures] is presented in ac-
cordance with the criteria described above and not for the purpose of expressing
an opinion on the internal control over [identify the subject matter, for example,
reporting of performance measures] or on compliance and other matters; accord-
ingly, we express no such opinions. Our examination disclosed certain findings
that are required to be reported under Government Auditing Standards and
those findings, along with the views of responsible officials, are described in
the attached Schedule of Findings.®

[Practitioner's signature]
[Practitioner's city and state]
[Date of practitioner's report]

Illustrative Schedule of Findings

XYZ Agency
Schedule of Findings’
Year Ended December 31, 20XX

Finding No. 1
Criteria
Condition
Cause

Effect or Potential Effect

Management's Response

5 Note that paragraph 5.25 of the Yellow Book states that when auditors detect instances of non-
compliance with provisions of contracts or grant agreements or abuse that have an effect on the subject
matter or an assertion about the subject matter that is less than material but warrant the attention
of those charged with governance, they should communicate those findings in writing to entity offi-
cials. When auditors detect any instances of fraud, noncompliance with provisions of laws, regulations,
contracts, or grant agreements, or abuse that do not warrant the attention of those charged with gov-
ernance, the auditors' determination of whether and how to communicate such instances to audited
entity officials is a matter of professional judgment. [Footnote added, January 2008, to reflect con-
forming changes necessary due to the issuance of the 2007 revised Government Auditing Standards.
Footnote renumbered and revised, December 2012, to reflect conforming changes necessary due to the
issuance of the 2011 revision of Government Auditing Standards.]

6 [Footnote renumbered and deleted to reflect conforming changes necessary due to the issuance

of the 2007 revised Government Auditing Standards. Footnote renumbered, December 2012, to re-
flect conforming changes necessary due to the issuance of the 2011 revision of Government Auditing
Standards.]

7 Refer to paragraphs 5.11-.15 of the Yellow Book regarding the content of the schedule of find-
ings. [Footnote renumbered and revised: January 2008, to reflect conforming changes necessary due to
the issuance of the 2007 revised Government Auditing Standards. Footnote renumbered and revised,
December 2012, to reflect conforming changes necessary due to the issuance of the 2011 revision of
Government Auditing Standards.]

©2021, AICPA AT-C §9205A.03



2080 Level of Service

Finding No. 2
Criteria
Condition
Cause

Effect or Potential Effect

Management's Response

[Issue Date: December 2004; Revised: January 2008; Revised: December 2012;
Revised: April 2016, effective for practitioners' reports dated on or after
May 1, 2017.]

2. Reporting on the Design of Internal Control

.04 Question — A practitioner may be asked to report on the suitability®
of the design of an entity's internal control over financial reporting (internal
control) for preventing, or detecting and correcting, material misstatements of
the entity's financial statements on a timely basis. Such requests may be made
by, for example,

® an entity applying for a government grant or contract that is
required to submit a written pre-award survey by management
about the suitability of the design of the entity's internal control
or a portion of the entity's internal control, together with a prac-
titioner's report thereon.

® anew casino applying for a license to operate that is required by a
regulatory agency to submit a practitioner's report on whether the
entity's internal control that it plans to implement is suitably de-
signed to provide reasonable assurance that the control objectives
specified in the regulatory agency's regulations would be achieved.
(In this situation, the casino would not yet have begun operations,
and audited financial statements or financial data relevant to the
period covered by the engagement may not exist.)

May a practitioner report on the suitability of the design of an entity's inter-
nal control based on the risk assessment procedures the auditor performs to
obtain a sufficient understanding of the entity and its environment, including
its internal control, in an audit of the entity's financial statements?

.05 Interpretation — No. In a financial statement audit, the purpose of the
auditor's understanding of the entity and its environment, including its inter-
nal control, is to enable the auditor to assess the risk of material misstatement
of the financial statements whether due to error or fraud, and to design the
nature, timing, and extent of further audit procedures. The understanding ob-
tained in a financial statement audit does not provide the practitioner with a
sufficient basis to report on the suitability of the design of an entity's internal
control or any portion thereof.

.06 Question — How may a practitioner report on the suitability of the
design of an entity's internal control or a portion thereof?

8 In this interpretation, the suitability of the design of internal control means the same thing
as the design effectiveness of an entity's internal control. [Footnote renumbered, December 2012, to
reflect conforming changes necessary due to the issuance of the 2011 revision of Government Auditing
Standards.]
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.07 Interpretation — The practitioner may perform an examination of the
suitability of the design of an entity's internal control under section 205A or
apply agreed-upon procedures to that subject matter under section 215A. AU-
C section 940, An Audit of Internal Control Over Financial Reporting That Is
Integrated With an Audit of Financial Statements, does not directly apply when
a practitioner is engaged to examine the suitability of design of an entity's in-
ternal control. However, it may be useful in planning and performing such en-
gagements. Paragraphs .33 and .A61-.A62 of AU-C section 940 discuss how the
auditor evaluates the design effectiveness of controls.

.08 When the engagement involves the application of agreed-upon proce-
dures related to the suitability of the design of an entity's internal control over
compliance with specified requirements, the practitioner should follow the pro-
visions of section 315, Compliance Attestation.’

.09 The following is an illustrative report a practitioner may issue when
reporting on the suitability of the design of an entity's internal control that
has been implemented. The report may be modified, as appropriate, to fit the
particular circumstances.

Independent Accountant's Report

[Introductory paragraph]

We have examined the suitability of the design of W Company's internal control
over financial reporting to prevent, or detect and correct, material misstate-
ments in its financial statements on a timely basis as of December 31, 20XX.10
W Company's management is responsible for the suitability of the design of
W Company's internal control over financial reporting, based on [identify the
criterial. Our responsibility is to express an opinion on the suitability of the
design of W Company's internal control over financial reporting based on our
examination.

[Scope paragraph]

Our examination was conducted in accordance with attestation standards es-
tablished by the American Institute of Certified Public Accountants. Those
standards require that we plan and perform the examination to obtain rea-
sonable assurance about whether W Company's internal control over financial
reporting was suitably designed based on [identify the criterial, in all material
respects. An examination involves performing procedures to obtain evidence
about the suitability of the design of W Company's internal control over finan-
cial reporting. The nature, timing, and extent of the procedures selected depend
on our judgment, including an assessment of the risks of a material weakness in
the suitability of the design of W Company's internal control over financial re-
porting. We believe that the evidence we obtained is sufficient and appropriate
to provide a reasonable basis for our opinion. We were not engaged to examine
and report on the operating effectiveness of W Company's internal control over
financial reporting as of December 31, 20XX, and, accordingly, we express no
opinion on operating effectiveness.

[Inherent limitations paragraph]

Because of its inherent limitations, internal control over financial reporting
may not prevent or detect and correct misstatements. Also, projections of any

9 Paragraphs .01-.05, .07—.08, and .23—.26 of section 315, Compliance Attestation.

10 This report assumes that the control criteria are both suitable and available to users as dis-
cussed in paragraph .255(ii) of section 105A, Concepts Common to All Attestation Engagements. There-
fore, the use of this report is not restricted. [Footnote renumbered, December 2012, to reflect conform-
ing changes necessary due to the issuance of the 2011 revision of Government Auditing Standards.]

©2021, AICPA AT-C §9205A.09



2082 Level of Service

evaluation of the suitability of the design or effectiveness of W Company's in-
ternal control over financial reporting to future periods are subject to the risk
that controls may become inadequate because of changes in conditions or that
the degree of compliance with the policies or procedures may deteriorate.

[Opinion paragraphl

In our opinion, W Company's internal control over financial reporting was suit-
ably designed to prevent, or detect and correct, material misstatements in the
financial statements on a timely basis as of December 31, 20XX, based on [iden-
tify criterial.

[Practitioner's signature]
[Practitioner's city and state]
[Date of practitioner's report]

.10 When reporting on the suitability of the design of an entity's internal
control that has not yet been implemented, the practitioner would be unable to
confirm that the controls have been implemented and should disclose that in-
formation in the practitioner's report. In those circumstances, the practitioner
should modify (1) the scope paragraph of the illustrative report in paragraph
.09 to inform readers that the controls identified in the report have not yet been
implemented and (2) the inherent limitations paragraph to reflect the related
risk. Following are modified illustrative report paragraphs for use when con-
trols have not yet been implemented.

(New language is shown in boldface italics. Deleted language is shown in
strikethrough.)

Our examination was conducted in accordance with attestation standards es-
tablished by the American Institute of Certified Public Accountants. Those
standards require that we plan and perform the examination to obtain rea-
sonable assurance about whether W Company's internal control over financial
reporting was suitably designed based on [identify the criterial, in all material
respects. An examination involves performing procedures to obtain evidence
about the suitability of the design of W Company's internal control over finan-
cial reporting. The nature, timing, and extent of the procedures selected depend
on our judgment, including an assessment of the risks of a material weakness
in the suitability of the design of W Company's internal control over financial
reporting. We believe that the evidence we obtained is sufficient and appropri-
ate to provide a reasonable basis for our opinion. Because operations had not
begun as of December 31, 20XX, we could not confirm that the specified
controls were implemented. Accordingly, our report solely addresses the
suitability of the design of the Company’s internal control and does not
address whether the controls were implemented. Furthermore, because
the specified controls have not yet been implemented, we were unable
to test, and did not test, the operating effectiveness of W Company's internal
control over financial reporting as of December 31, 20XX, and, accordingly, we
express no opinion on operating effectiveness.

[Inherent limitations paragraph]

Because of its inherent limitations, internal control over financial reporting
may not prevent, or detect and correct, misstatements. Also, projections of any
evaluation of the suitability of the design or effectiveness of W Company's in-
ternal control over financial reporting to future periods are subject to the risk
that controls may not be implemented as intended when operations begin
or may become inadequate because of changes in conditionsyer-that-the-degree

.11 Question — A practitioner may be asked to sign a prescribed form de-
veloped by the party to whom the form is to be submitted regarding the design
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of an entity's internal control. What are the practitioner's responsibilities when
requested to sign such a form if it includes language that is not consistent with
the practitioner's function or responsibility or with the reporting requirements
of professional standards?

.12 Interpretation — In the circumstances described in paragraph .11 of
this interpretation, section 105A, Concepts Commeon to All Attestation Engage-
ments, requires the practitioner to reword the prescribed form of report or at-
tach an appropriately worded separate report.!! Section 105A indicates that
some report forms can be made acceptable by inserting additional wording to
include the report elements required by the applicable section.'? However, some
report forms required by law or regulation can be made acceptable only by com-
plete revision because the prescribed language of the practitioner's report calls
for statements by the practitioner that are not consistent with the practitioner's
function or responsibility, for example, a report form that requests the practi-
tioner to "certify" the subject matter. When reporting on the suitability of the de-
sign of an entity's internal control under section 205A, the practitioner's report
should contain all of the report elements required by section 205A, which can
be accomplished by either rewording the prescribed form of report or attaching
an appropriately worded separate report in place of the prescribed form.!3

.13 Question — An entity may be required to submit a practitioner's re-
port about an entity's ability to establish suitably designed internal control (or
its assertion thereon). May a practitioner issue such a report based on (a) the
risk assessment procedures related to existing internal control that the auditor
performs in an audit of an entity's financial statements or (b) the performance
of an attestation engagement?

.14 Interpretation — No. Neither the risk assessment procedures the audi-
tor performs in an audit of an entity's financial statements nor the performance
of an attestation engagement provide the practitioner with a basis for issuing a
report on the ability of an entity to establish suitably designed internal control.
There are no suitable criteria for evaluating an entity's ability to establish suit-
ably designed internal control. The requesting party may be willing to accept a
report of the practitioner on a consulting service. The practitioner may include
in the consulting service report

a. a statement that the practitioner is unable to perform an attes-
tation engagement that addresses the entity's ability to establish

suitably designed internal control because there are no suitable
criteria for evaluating the entity's ability to do so;

b. adescription of the nature and scope of the practitioner's services;
and

c¢. the practitioner's findings.
The practitioner may refer to the guidance in CS section 100, Consulting Ser-
vices: Definitions and Standards.

[Issue Date: December 2008; Revised: December 2012; Revised: April 2016, ef-
fective for practitioners' reports dated on or after May 1, 2017.]

11 Paragraph .18 of section 105A.
12 Paragraph .A28 of section 105A.
13 Paragraph .63-.66 of section 205A.
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