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Agenda Item 7G 
 

Amendments to AU-C Section 806, Reporting on Compliance With Aspects of Contractual 

Agreements or Regulatory Requirements in Connection With Audited Financial Statements 

 

The following are amendments to AU-C section 806, Reporting on Compliance With Aspects of 

Contractual Agreements or Regulatory Requirements in Connection With Audited Financial 

Statements, to align AU-C 806 with SAS No. 134, Auditor Reporting and Amendments, 

Including Amendments Addressing Disclosures in the Audit of Financial Statements.   

 

These materials were presented with the auditor reporting (AU-C 700) materials at the January 

2019 ASB meeting. However, The ASB directed the Auditor Reporting Task Force to move 

these amendments to the AU-C 800 series project.  

 

New language is shown in bold italics; deleted language us shown in strikethrough. 

 

AU-C Section 806, Reporting Compliance With Aspects of Contractual Agreements or 

Regulatory Requirements in Connection With Audited Financial Statements 

 

[No amendments to paragraphs .01–.A7.] 

.A8 

Exhibit—Illustrations of Reports on Compliance With Aspects of Contractual 

Agreements or Regulatory Requirements in Connection With Audited Financial 

Statements (Ref: par. .12-.13) 

[No amendments to illustrations 1-4] 

 
Illustration 5 — A Report on Compliance With Aspects of Contractual Agreements 

Given in a Combined Report, and No Instances of Noncompliance Were Identified 

Independent Auditor’s Report  

[Appropriate Addressee] 

[City and state] 

Report on the Financial Statements1 
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Opinion 

We have audited the accompanying financial statements of ABC Company, which 

comprise the balance sheet as of December 31, 20X1, and the related statements of income, 

changes in stockholders’ equity, and cash flows for the year then ended, and the related 

notes to the financial statements. 

In our opinion, the accompanying financial statements present fairly, in all material 

respects, the financial position of ABC Company as of December 31, 20X1, and the 

results of its operations and its cash flows for the year then ended in accordance with 

accounting principles generally accepted in the United States of America. 

Basis for Opinion  

We conducted our audit in accordance with auditing standards generally accepted in the 

United States of America (GAAS). Our responsibilities under those standards are further 

described in the Auditor’s Responsibilities for the Audit of the Financial Statements section 

of our report. We are required to be independent of ABC Company and to meet our other 

ethical responsibilities, in accordance with the relevant ethical requirements relating to our 

audit. We believe that the audit evidence we have obtained is sufficient and appropriate 

to provide a basis for our audit opinion. 

 

Management’s Responsibilities of Managementy for the Financial Statements  

Management is responsible for the preparation and fair presentation of thethese financial 

statements in accordance with accounting principles generally accepted in the United States 

of America, and for ; this includes the design, implementation, and maintenance of internal 

control relevant to the preparation and fair presentation of financial statements that are free 

from material misstatement, whether due to fraud or error. 

In preparing the financial statements, management is required to evaluate whether there 

are conditions or events, considered in the aggregate, that raise substantial doubt about 

ABC Company’s ability to continue as a going concern [insert the time period set by the 

applicable financial reporting framework]. 

Auditor’s ResponsibilityResponsibilities for the Audit of the Financial Statements  

Our objectives are to obtain reasonable assurance about whether the financial 

statements as a whole are free from material misstatement, whether due to fraud or error, 

and to issue an auditor’s report that includes our opinion.responsibility is to express an 

opinion on these financial statements based on our audit. We conducted our audit in 

accordance with auditing standards generally accepted in the United States of America. 

Those standards require that we plan and perform the audit to obtain reasonable assurance 

about whether the financial statements are free from material misstatement. Reasonable 

assurance is a high level of assurance but is not absolute assurance and therefore is not 

a guarantee that an audit conducted in accordance with generally accepted auditing 

standards will always detect a material misstatement when it exists. The risk of not 

detecting a material misstatement resulting from fraud is higher than for one resulting 

from error, as fraud may involve collusion, forgery, intentional omissions, 
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misrepresentations, or the override of internal control. Misstatements are considered 

material if, individually or in the aggregate, they could reasonably be expected to 

influence the economic decisions of users made on the basis of these financial 

statements.  

In performing an audit in accordance with GAAS, we:  

 Exercise professional judgment and maintain professional skepticism 

throughout the audit.  

 Identify and assess the risks of material misstatement of the financial statements, 

whether due to fraud or error, and design and perform audit procedures 

responsive to those risks. Such procedures include examining, on a test basis, 

evidence regarding the amounts and disclosures in the financial statements.  

 Obtain an understanding of An audit involves performing procedures to obtain 

audit evidence about the amounts and disclosures in the financial statements. The 

procedures selected depend on the auditor’s judgment, including the assessment of 

the risks of material misstatement of the financial statements, whether due to fraud 

or error. In making those risk assessments, the auditor considers internal control 

relevant to the audit entity’s preparation and fair presentation of the financial 

statements in order to design audit procedures that are appropriate in the 

circumstances, but not for the purpose of expressing an opinion on the effectiveness 

of the entity’s internal control.22 Accordingly, we express no such opinion is 

expressed.3 

 An audit also includes Evaluate evaluating the appropriateness of accounting 

policies used and the reasonableness of significant accounting estimates made by 

management, as well as evauateevaluating the overall presentation of the financial 

statements. 

                                                           

In circumstances when the auditor also has responsibility to express an opinion on the effectiveness of internal control 

in conjunction with the audit of the financial statements, this sentence would be worded as follows: “In making 

those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair 

presentation of the financial statements in order to design audit procedures that are appropriate in the 

circumstances.” In addition, the next sentence “Accordingly, we express no such opinion,” would not be included. 

3 In circumstances in which the auditor also has a responsibility to express an opinion on the effectiveness of 

internal control in conjunction with the audit of the financial statements, omit the following “but not for the 

purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, no such 

opinion is expressed.” 
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 Conclude whether, in our judgment, there are conditions or events, considered in 

the aggregate, that raise substantial doubt about ABC Company’s ability to 

continue as a going concern for a reasonable period of time.  

We are required to communicate with those charged with governance regarding, among 

other matters, the planned scope and timing of the audit, significant audit findings, and 

certain internal control related matters that we identified during the audit.  

We believe that the audit evidence we have obtained is sufficient and appropriate to provide 

a basis for our audit opinion. 

Opinion 

In our opinion, the financial statements present fairly, in all material respects, the financial 

position of ABC Company as of December 31, 20X1, and the results of its operations and 

its cash flows for the year then ended in accordance with accounting principles generally 

accepted in the United States of America. 

Other Matter  

In connection with our audit, nothing came to our attention that caused us to believe that 

ABC Company failed to comply with the terms, covenants, provisions, or conditions of 

sections XX to YY, inclusive, of the Indenture dated July 21, 20X0 with XYZ Bank, insofar 

as they relate to accounting matters. However, our audit was not directed primarily toward 

obtaining knowledge of such noncompliance. Accordingly, had we performed additional 

procedures, other matters may have come to our attention regarding the Company’s 

noncompliance with the above-referenced terms, covenants, provisions, or conditions of 

the Indenture, insofar as they relate to accounting matters. 

Restricted Use Relating to the Other Matter  

The communication related to compliance with the aforementioned Indenture described in 

the Other Matter paragraph is intended solely for the information and use of the boards of 

directors and management of ABC Company and XYZ Bank and is not intended to be and 

should not be used by anyone other than these specified parties. fn 3  

 

[Signature of the auditor’s firm] 

[City and state where the auditor’s report is issued] 

[Date of the auditor’s report] 
 

https://publication.cpa2biz.com/content/link/ps/ad_806_exhibit#ftn.ad_806_fn12

