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In the world of financial reporting and assurance services, understanding the nuances
between different types of engagements is crucial for organizations, auditors, and
stakeholders alike. Among these, attestation engagements and direct reporting
engagements are two foundational concepts that often intersect but serve distinct
purposes. Grasping their differences is essential for ensuring compliance, clarity, and the
effective conveyance of financial information.

In this article, we will explore these two engagement types in detail, starting with their
definitions, the nature of the work involved, the parties responsible, and the implications
for organizations. We will also highlight how these engagements relate to audits, which
are among the most comprehensive forms of assurance services.

Understanding Attestation Engagements

What Is An Attestation Engagement?

An attestation engagement is a professional service in which a practitioner (usually an
accountant or auditor) is engaged to issue a report or statement that expresses a
conclusion about a subject matter, based on the evidence obtained. The key characteristic
of an attestation engagement is that it involves the practitioner providing assurance on the
reliability or validity of information that is the responsibility of another party.

Common Types of Attestation Engagements:

- Financial statement audits
- Review engagements
- Agreed-upon procedures engagements
- Examination of internal controls
- Compliance attestations

Key Features:

- The client (responsible party) prepares the subject matter.
- The practitioner performs procedures to gather evidence.
- The practitioner provides a written report that expresses a conclusion or findings.
- The scope of work is agreed upon beforehand, ensuring clarity about what is being



attested.

Purpose and Scope of Attestation Engagements

The primary goal of an attestation engagement is to enhance the degree of confidence of
intended users regarding the subject matter—whether it’s financial statements, controls,
or compliance. These engagements help users make informed decisions based on the
assurance provided.

For example, an independent auditor’s report on a company’s financial statements
enhances credibility and trustworthiness, facilitating investments, loans, or regulatory
compliance.

Parties Involved in Attestation Engagements

- Responsible Party: Usually management or those charged with governance who prepare
the subject matter.
- Practitioner: An independent auditor or accountant conducting procedures and issuing
the report.
- Users: Investors, regulators, creditors, or other stakeholders relying on the report.

Understanding Direct Reporting Engagements

What Is A Direct Reporting Engagement?

A direct reporting engagement involves the practitioner providing a report directly to a
specified third party, often bypassing the organization’s management or those responsible
for preparing the information. Unlike traditional attestation engagements, where the
client prepares the subject matter and the practitioner provides assurance, direct
reporting engagements often entail the practitioner producing the final report for a third
party without the client’s direct involvement.

Examples of Direct Reporting Engagements:

- Reports to regulators, such as the SEC or other authorities.
- Management reports delivered directly to a board of directors.
- Reports to lenders or investors based on specific data or controls.
- Certain compliance or performance reports where the practitioner acts as the primary
communicator.

Key Features:

- The practitioner’s report is addressed directly to a third party.



- The engagement is often tailored to meet the specific needs of that third party.
- The client organization may have limited or no role in the reporting process.
- Emphasis on delivering a report that provides assurance or information directly to an
external stakeholder.

Purpose and Scope of Direct Reporting Engagements

The objective here is to furnish a specific third party with relevant, reliable information or
assurance, often related to compliance, operational performance, or other areas where
direct communication from the practitioner adds value and clarity.

For example, a cybersecurity firm providing a report directly to a regulator on an
organization’s security posture is engaging in a direct reporting engagement.

Parties Involved in Direct Reporting Engagements

- Practitioner: Conducts procedures and prepares a report.
- Third Party: The recipient of the final report, such as regulators, investors, or lenders.
- Client Organization: May be involved indirectly, especially in providing data, but typically
does not issue the report.

Key Differences Between Attestation and Direct
Reporting Engagements

Understanding the distinctions is critical for selecting the appropriate engagement type
based on organizational needs, regulatory requirements, and stakeholder expectations.

1. Responsibility for the Subject Matter

- Attestation Engagements: The responsible party prepares the subject matter (e.g.,
financial statements, controls). The practitioner evaluates and reports on this information.
- Direct Reporting Engagements: The practitioner often gathers and evaluates data
directly, sometimes without the responsible party’s involvement, and reports directly to a
third party.

2. Report Recipients

- Attestation Engagements: The report is generally addressed to the client organization,
and its primary purpose is to provide assurance to the client, who then shares it with other
stakeholders.



- Direct Reporting Engagements: The report is addressed directly to a third party, such as
regulators or investors, and is often intended to fulfill specific external requirements.

3. Nature of the Engagement

- Attestation Engagements: Focus on providing assurance on a subject matter prepared by
the client.
- Direct Reporting Engagements: Focus on delivering findings or assurance directly to an
external stakeholder, sometimes independently of the client’s internal controls or
processes.

4. Level of Assurance Provided

Both engagements can provide varying levels of assurance—reasonable or
limited—depending on the scope and nature of procedures performed.

- Attestation Engagements: Typically involve a higher level of assurance, such as in audits.
- Direct Reporting Engagements: Assurance level varies and is often tailored to the
specific needs of the third party.

5. Regulatory and Professional Standards

- Attestation Engagements: Governed by standards such as SSAE (Statements on
Standards for Attestation Engagements) or ISAE (International Standards on Assurance
Engagements).
- Direct Reporting Engagements: May follow specific standards depending on the nature of
the report and the industry, including government regulations or sector-specific
standards.

Relationship Between Audits, Attestation, and
Direct Reporting Engagements

What is an Audit in Context?

An audit is a specific type of attestation engagement, typically a comprehensive
examination of an organization’s financial statements conducted in accordance with
generally accepted auditing standards (GAAS). It provides a high level of assurance that
the financial statements are free from material misstatement.

Key characteristics:



- Conducted by independent auditors.
- Follows strict standards.
- Results in an audit report expressing an opinion.

How Audits Relate to Attestation and Direct Reporting

- Attestation Engagements encompass audits: Audits are a subset of attestation services,
distinguished by their scope and rigor.
- Direct Reporting Engagements may include audits or other assurance services: When
practitioners report directly to third parties, they may perform audits or other procedures
tailored to stakeholder needs.

Choosing Between Attestation and Direct
Reporting Engagements

Organizations should consider several factors when deciding which engagement type suits
their needs:

- Purpose of the Engagement: Is the goal to provide assurance to internal management or
external stakeholders?
- Recipient of the Report: Will the report be shared internally or directly with external
parties?
- Regulatory Requirements: Are there legal mandates requiring specific reporting
standards?
- Nature of Information: Is the information prepared by the organization or gathered
directly by the practitioner?
- Level of Assurance Needed: Is a reasonable or limited level of assurance sufficient?

Conclusion

Understanding the differences between an attestation and a direct reporting engagement
is vital for organizations seeking assurance or reporting services. Attestation engagements
are generally centered around providing assurance on information prepared by the
organization, with reports often shared internally or with stakeholders via the
organization. In contrast, direct reporting engagements involve the practitioner delivering
reports directly to third parties, often tailored to specific external needs, sometimes with
less reliance on the organization’s internal preparations.

Both engagement types serve important roles in fostering transparency, accountability,
and stakeholder confidence. Selecting the appropriate engagement depends on the
specific circumstances, regulatory environment, and stakeholder expectations. Ultimately,
clear communication and understanding of these distinctions enhance the effectiveness
and credibility of assurance services.
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Frequently Asked Questions

What is an attestation engagement in the context of an
audit?
An attestation engagement involves a practitioner providing a written conclusion or
assertion about a subject matter, based on the evidence obtained, but does not involve
performing an audit or review of the underlying data directly.

How does a direct reporting engagement differ from an
attestation engagement?
A direct reporting engagement involves the auditor directly assessing and reporting on
specific financial information or compliance, often with more extensive procedures,
whereas an attestation engagement generally involves evaluating the reliability of a
subject matter based on evidence gathered from another party.

In what scenarios would an organization choose an
attestation engagement over a direct reporting
engagement?
Organizations typically choose attestation engagements when they need independent
verification of specific assertions or controls without a full audit, such as for internal
controls reports or compliance certifications, rather than a comprehensive audit report.

What are the primary responsibilities of an auditor in a
direct reporting engagement?
In a direct reporting engagement, the auditor is responsible for directly examining the
financial statements or subject matter, performing procedures to gather sufficient
evidence, and issuing a report based on their findings.

How do the levels of assurance differ between an
attestation and a direct reporting engagement?
A direct reporting engagement often provides a higher level of assurance, such as
reasonable assurance in an audit, while an attestation engagement may offer a lower level
of assurance, such as limited or moderate assurance, depending on the scope.



What standards govern attestation and direct reporting
engagements?
Both types of engagements are governed by professional standards issued by bodies like
the AICPA (American Institute of CPAs), IAASB (International Auditing and Assurance
Standards Board), with specific guidelines outlining procedures, reporting, and assurance
levels.

Can an attestation engagement be part of a broader
audit process?
Yes, an attestation engagement can be a component of an overall audit process, such as
when verifying specific controls or compliance aspects, but it is distinct from the
substantive audit procedures that form the core of an audit.

What are some common examples of attestation
engagements related to audits?
Common examples include reports on internal controls over financial reporting (ICFR),
compliance with laws and regulations, and sustainability or sustainability assurance
reports.

What key factors should organizations consider when
choosing between an attestation and a direct reporting
engagement?
Organizations should consider the level of assurance required, the scope of the
engagement, regulatory requirements, cost, and the intended use of the report when
deciding between the two engagement types.

Additional Resources
Explain The Differences Between An Attestation And Direct Reporting Engagement.
Assuming An Audit Is a common question among professionals navigating the complex
landscape of financial and compliance reporting. While these terms are often used
interchangeably in casual conversation, they embody distinct concepts, procedures, and
implications in the realm of assurance services. Understanding the nuances between an
attestation engagement and a direct reporting engagement is crucial for auditors,
management, and stakeholders to ensure proper scope, expectations, and compliance with
relevant standards.

---

Introduction

In the world of financial reporting and assurance services, clarity around engagement



types is vital. When discussing engagements related to audits, reviews, or other
attestations, professionals must distinguish between attestation engagements and direct
reporting engagements. Each serves a different purpose and involves different
responsibilities, procedures, and standards.

In this guide, we explore explain the differences between an attestation and direct
reporting engagement with a focus on scenarios where an audit is involved. By the end,
you'll have a comprehensive understanding of these engagement types, the contexts in
which they are used, and their implications for stakeholders.

---

What Is an Attestation Engagement?

Definition

An attestation engagement is an engagement in which a practitioner (usually an
accountant or auditor) issues a written communication that expresses a conclusion about a
subject matter, based on the evidence obtained. The key characteristic is that the
practitioner provides assurance on a subject matter that is the responsibility of another
party, often management.

Purpose and Scope

The primary purpose of an attestation engagement is to enhance the degree of confidence
of intended users, providing an independent opinion or conclusion about the subject
matter, which could include financial statements, internal controls, or compliance with
laws and regulations.

Common Types of Attestation Engagements

- Audit of Financial Statements: The most comprehensive form of attestation, providing
reasonable assurance.
- Review of Financial Statements: Less extensive than an audit, providing limited
assurance.
- Examinations, agreed-upon procedures, and compliance attestations: Focused on specific
subject matters like internal controls, sustainability reports, or internal policies.

Standards Governing Attestation Engagements

In the United States, attestation engagements are governed primarily by the Statements
on Standards for Attestation Engagements (SSAEs) issued by the AICPA. Internationally,
the International Standards on Assurance Engagements (ISAE) are used.

Key Features

- Subject Matter Responsibility: Management is responsible for the subject matter.
- Practitioner’s Role: To evaluate the subject matter against criteria and issue a
conclusion.
- User Reliance: Intended users rely on the practitioner's report for decision-making.
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What Is a Direct Reporting Engagement?

Definition

A direct reporting engagement involves the practitioner providing a report directly on the
subject matter, often without the intermediary step of an opinion or conclusion about the
subject matter itself. The practitioner reports on the specific data or information as
presented, typically without evaluating it against external criteria or standards.

Purpose and Scope

Direct reporting engagements are often used when the practitioner’s role is to report on
specific facts or data rather than provide an assurance opinion. These engagements are
common in situations where the practitioner is engaged to verify or confirm specific
information based on procedures performed, but does not evaluate the subject matter
against established criteria to form an opinion.

Examples of Direct Reporting Engagements

- Agreed-Upon Procedures Reports: Where the practitioner performs specific procedures
and reports findings directly to users.
- Compilation Engagements (less common for direct reporting): Where the accountant
compiles financial data without providing assurance.
- Confirmation procedures: Directly reporting on the results of specific procedures.

Standards Governing Direct Reporting Engagements

Depending on jurisdiction and context, these may be governed by different standards,
such as SSAEs, Statements on Standards for Accounting and Review Services (SSARS), or
other professional guidelines.

Key Features

- No Opinion or Assurance: The practitioner does not provide an opinion but reports
factual findings.
- Procedures are Defined: Scope is often limited to specific procedures agreed upon
beforehand.
- User Reliance: Users are informed of the exact procedures performed and findings, but
the report does not express assurance.

---

Key Differences Between Attestation and Direct Reporting Engagements

| Aspect | Attestation Engagement | Direct Reporting Engagement |
|---------|--------------------------|------------------------------|
| Purpose | To provide assurance or an opinion on a subject matter | To report factual data
or findings without expressing assurance |
| Responsibility for Subject Matter | Management is responsible | The practitioner reports



on specific procedures or data provided |
| Nature of Report | Opinion or conclusion (reasonable or limited assurance) | Factual
report on procedures performed or data verified |
| Standards Applied | SSAEs, ISAE, or relevant assurance standards | Varies; often
procedures-based standards or guidance |
| Scope | Broader, evaluating subject matter against criteria | Narrow, focused on specific
procedures or data |
| User Expectations | Increased confidence, reliance on the assurance | Information about
specific facts or procedures |

---

Assuming An Audit Is Conducted: How Do These Engagements Differ?

When an audit is involved, the distinctions become more nuanced:

Attestation Engagements in the Context of an Audit

- An audit of financial statements is a quintessential example of an attestation
engagement. The auditor provides reasonable assurance that the financial statements are
free of material misstatement, based on compliance with applicable financial reporting
frameworks.
- The auditor evaluates management’s assertions and provides an opinion, which is
communicated through the auditor’s report.
- The scope is comprehensive, covering the overall financial statements, internal controls,
and compliance.

Direct Reporting Engagements in the Context of an Audit

- While audit reports themselves are a form of direct reporting (the auditor directly
reports their opinion on the financial statements), the term "direct reporting engagement"
more accurately refers to specific procedures performed within or outside an audit.
- For example, an auditor might perform confirmation procedures with third parties and
report directly on those findings without evaluating the entire financial statements.
- Alternatively, a practitioner might be engaged to verify specific data points, such as
inventory counts or receivables, and report directly on those findings, independent of or
supplementary to the audit.

Key Distinction in Audit Context

- Attestation relates to the overall opinion on financial statements or a subject matter, with
the auditor providing assurance.
- Direct reporting involves reporting on specific procedures or data points obtained during
or outside of the audit process, often without forming a broader opinion.

---

Practical Examples to Clarify

Example 1: Audit of Financial Statements (Attestation)



A company hires a CPA firm to conduct an audit of its annual financial statements. The
CPA firm evaluates management’s assertions regarding assets, liabilities, revenues, and
expenses, and issues an audit report that provides reasonable assurance that the financial
statements are free from material misstatement. This is a classic attestation engagement.

Example 2: Confirming Accounts Receivable (Direct Reporting)

During the audit, the CPA performs a confirmation procedure with a third-party customer
to verify the amount owed. The CPA reports directly on the confirmation results, stating
which balances were confirmed, which were not, and any discrepancies. No opinion on the
financial statements is provided here; the report is factual about the specific procedure.

Example 3: Agreed-Upon Procedures Report (Direct Reporting)

A client requests a report on specific internal control procedures related to cash handling.
The CPA performs procedures agreed upon with the client and reports findings directly to
management and stakeholders. The report details the procedures performed and the
observed results but does not offer an opinion or assurance.

---

Implications for Stakeholders

Understanding whether an engagement is attestation or direct reporting has significant
implications:

- Stakeholders relying on the report should understand the level of assurance provided.
- Management must recognize their responsibilities—attestation engagements require
management to prepare the subject matter, while direct reporting engagements often
involve the practitioner performing procedures on data provided.
- Regulatory compliance may dictate the type of engagement required for certain
reporting obligations.

---

Summary: Key Takeaways

- Attestation Engagements involve the practitioner evaluating a subject matter against
established criteria and issuing an opinion or conclusion, providing assurance to users.
- Direct Reporting Engagements involve the practitioner reporting directly on specific
procedures, data, or facts without providing an assurance opinion.
- In the context of an audit, the audit itself is a form of attestation engagement, offering
reasonable assurance on financial statements.
- Specific procedures within an audit, such as confirmations or tests, may be considered
direct reporting engagements, as they report on particular aspects without an overall
opinion.

---

Final Thoughts



Recognizing the differences between an attestation and a direct reporting engagement is
critical for professionals involved in assurance services. Whether providing confidence in
financial statements or reporting on specific data, selecting the appropriate engagement
type ensures compliance with standards, clarity of communication, and appropriate
management of stakeholder expectations.

Understanding these distinctions helps ensure that all parties are aligned on the scope,
responsibilities, and level of assurance involved—ultimately leading to more effective and
trustworthy reporting.

---

If you're considering engaging an auditor or assurance provider, clarify whether you need
an attestation engagement (offering assurance) or a direct reporting engagement
(reporting on specific data), so that your expectations align with the service provided.
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