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I ntroduction

1. The purpose of this International Standard on Review Engagements (ISRE) is to establish

standards and provide guidance on the auditor’s professional responsibilities when an auditor
undertakes an engagement to review interim financial information of an audit client, and onthe
form and content of the report. The term “auditor” is used throughout this I SRE, not because
the auditor is performing an audit function but because the scope of this ISRE islimited to a
review of interim financial information performed by the independent auditor of the financial
statements of the entity.*

. For purposes of this ISRE, interim financia information is financial information that is

prepared in accordance with an applicablefinancial reporting framework® and comprises either
a complete or a condensed set of financial statements for a period that is shorter than the
entity’s financial year.

. An-The auditor ef-an-entity-who is engaged to perform a review of interim financial

information should perform thereview in accor dancewith thisl SRE. Through performing
theaudit of theannual financial statements, the entity*s-auditor obtains an understanding of the
entity and itsenvironment, including itsinternal control. When the auditor isengaged to review
theinterim financial information, Fhisthis understanding; whieh-is updated through inquiries
madein the course of the review-ef-the interim-frnaneia-rfermation, and assiststhe auditor in
focusing the inquiriesto be made and the analytical and other review proceduresto be applied.
A practitioner who is engaged to perform areview of interim financial information and whois
not the auditor of the entity performsthe review in accordance with | SRE 2400, “ Engagements
to Review Financial Statements’. As the practitioner does not ordinarily have the same
understanding of the entity and its environment, including itsinternal control, asan auditor, the
practitioner needs to carry out different inquiries and procedures to meet the objective of the
review.

General Principles of a Review of Interim Financial Information

4. Theauditor should comply with therelevant ethical requirementsrelating to the audit of

the annual financial statements of the entity. relating-to-a-_review-of-nterim-financial
mfermation: These ethical requirements govern the auditor’s professional responsibilitiesin
thefollowing areas: independence, integrity, objectivity, professional competence and due care,
confidentiality, professional behavior and technical standards.

. Theauditor should implement thesequality control proceduresthat are--thecontext-of

the-pelicies-and-proecedures-of the-firm—appropriate applicable to areview-of-taterim
firanciaHnfermation theindividual engagement. Asdescribed in International Standard on

For example, International Financial Reporting Standards as issued by the International Accounting Standards
Board.
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Quality Control 1, “Quality Control for Firms that Perform Audits and Reviews of Historical
Financial Information, and Other Assurance and Related Services Engagements’ elements of
Fhesequality control preceduresthat are relevant to an individual engagement includerelateto
leadership and-responsibilitiesfor quality on the engagement, ethical requirements, acceptance
and continuance of client rel ationshi ps and specific engagements, human+resadreesass gnment
of engagement teams, engagement performance, engagement—guatity—controlreview—and

monitoring.

6. The auditor should plan and perform the review with an attitude of professional
skepticism recognizing that circumstances may exist that cause the interim financial
information to require a material adjustment for it to be in accordance with the
applicablefinancial reporting framework. An attitude of professional skepticism meansthat
the auditor makes a critical assessment, with a questioning mind, of the validity of evidence
obtained and is alert to evidence that contradicts or brings into question the reliability of
documents or representations by management of the entity.

Objective of an Engagement to Review Interim Financial Information

7. Theobjective of an engagement to review interim financial information isto enablethe auditor
to expressaconclusion whether, on the basis of the inquiries made and the anal ytical and other
review procedures applied, anything has cometo the auditor’s attention that causes the auditor

to belleve that the interim flnanC|aI mformatlon is not theuauel%er—lsmare{)f—any—matenal

9.8.The objective of areview of interim financial information differs significantly from that of an
audit conducted in accordance with I1SAs. A review of interim financia information does not
provide abasisfor expressing an opinion whether thefinancia information givesatrueandfair
view, or is presented fairly in all material respects, in accordance with an applicable financial
reporting framework. In a review of interim financial information, the auditor reduces to a
moderate level the risk of expressing an inappropriate conclusion when the interim financial
information is materially misstated. The review provides the auditor with abasisto express a
conclusion whether anything has come to the auditor’s attention that causes the auditor to

belleve that the interim fmanmal mformatlon IS not t—heuauel&er—%ﬁalaeuef—any—mateﬁal

W|th an appl |cable flnanC|aI report| ng framework.

8Xx. A review, in contrast to an audlt elee&net—enabte%heuaudﬁe# |s not desqned to obtaln
reasonable assurance that thea awal 3
identified-H-an-audit-the interim flnanC|aI mformatlon is free from materlal mlsstatement
whether caused by fraud or error. A review consists of making inquiries of personsresponsible
for financial and accounting matters and applying analytical and other review procedures. A
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review may bring significant matters affecting theinterim financial information to the auditor’s

attention, but it does not provide all of the evidence that would be required in an audit.

Agreeing on the Terms of the Engagement

0.

10.

The auditor and the client should agree on the terms of the engagement.

The agreed terms of the engagement are ord|nar|Iy recorded in an engagement Ietter

Such a communlcatlon helps to avoid mlsunderstandlngs regardlng the nature of the
engagement and in particular, the objective and scope of the review, management’s
responsibilities, the extent of the auditor’s responsibilities, the assurance obtained and the
nature and form of the report. The communication ordinarily covers the following matters:

e Theobjectiveof areview of interim financial information, whichisto enablethe auditor to
express a conclusion whether, on the basis of the inquiries made and analytical and other
review procedures applied, anvthl ng has come to the auditor’s attention that causes the
auditor to believe that is-aw = \ ae
interim financial information ter—rt—te—bers not in accordance wrth an applicable financial
reporting framework.

e The scope of the review, including the fact that it consists of making inquiries of persons
responsible for financial and accounting matters and applying analytical and other review
procedures and does not, ordinarily, require corroboration of the information obtained and
does not enable the auditor to obtain assurance that the auditor will become aware of all
significant matters that might be identified in an audit.

e The scope of a review is substantially less than the scope of an audit conducted in
accordancewith | SAs, the objective of whichisto enable the auditor to express an opinion
whether the financial statements are prepared, in all material respects, in accordance with
an applicable financial reporting framework.

e Management’s responsibility for the interim financial information.
e Management’s responsibility for establishing and maintaining effective internal control.

e Management’s responsibility for making all financial records and related information
available to the auditor.

e Management’s agreement to provide written representations to the auditor to confirm
representations made orally during thereview, aswell asrepresentationsthat areimplicitin
the entity’s records.

e The anticipated form and content of the report to be issued, including the identity of the
addressee of the report.

« Management’'s agreement that, where any document containing interim financial
information indicates that the interim financial information has been reviewed by the
entrty saudrtor the review report will also be included in the document or management

Agenda ltem 12-B
Page 4 of 40



Draft | SRE 2410 (Markup)
IAASB Main Agenda (June 2005) Page 2005-1505

HAn illustrative engagement letter is set out in Appendix 1 to this ISRE. The terms of
engagement to review interim financial information can also be combined with the terms of
engagement related to the audit of the annual financial statements.

Proceduresfor a Review of Interim Financial | nformation

UNDERSTANDING THE ENTITY AND ITS ENVIRONMENT, INCLUDING ITS INTERNAL
CONTROL

11.

12.

13.

14.

Theauditor should have an under standing of theentity and itsenvironment, including its
internal control, as it relates to the preparation of both annual and interim financial
information, sufficient to plan and conduct the engagement so asto be ableto:

(@ Identify thetypesof potential material misstatement and consider thelikelihood of
their occurrence; and

(b) Select theinquiries, analytical and other review procedures that will provide the
auditor with a basis for reporting whether anything has come to the auditor’s
attention that causestheauditor to believethat tsawareof-any-material-adjustment
that-sheuld-be-made-to-the interim financial information fer—+-te-be is not -in
accor dance with the applicable financial reporting framework.

As required by I1SA 315, “Understanding the Entity and its Environment and Assessing the
Risks of Material Misstatement” the auditor who has audited the entity’s financial statements
for one or more annual periods has obtained an understanding of the entity and itsenvironment,
includingitsinternal control, asit relatesto the preparation of annual financial information that
was sufficient to conduct the audit. In planning areview of interim financial information, the
auditor updates this understanding. The auditor also obtains a sufficient understanding of
internal control asit relatesto the preparation of interim financial information asit may differ
from mternal control asitrel atesto annual fi nanc:|a| mformatlon —ﬁepexampLe%gﬁeateFuseef

The auditor uses the understanding of the entity and its environment, including its internal
control, to determine the inquiriesto be made and the analytical and other review proceduresto
be applied, and to identify the particular events, transactions or assertions to which inquiries
may be directed or analytical or other review procedures applied.

The procedures performed by the auditor to update the understanding of the entity and its
environment, including itsinternal control, ordinarily include:

e Reading the documentation, to the extent necessary, of the preceding year’s audit and
reviewsof prior interim period(s) of the current year and corresponding interim period(s) of
the prior year, to enable the auditor to identify matters that may affect the current-period
interim financial information.

e Considering any significant risks, including the risk of management override of controls
that were identified in the audit of the prior year’s financial statements.

e Reading the most recent annual and comparable prior period interim financial information.
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15.

16.

17.

o Considering materiality to assist in determining the nature and extent of the procedures to
be performed and evaluating the effect of misstatements.

e Considering the nature of any corrected material misstatements and any identified
uncorrected immaterial misstatementsin the prior year’s financial statements.

e Considering significant financial accounting and reporting matters that may be of
continuing significance such as material weaknessesin internal control.

o Considering theresults of any audit procedures performed with respect to the current year’s
financia statements.

o Considering theresultsof any internal audit performed and the subsequent actionstaken by
management.

« Inquiring of management about the results of management’s assessment of therisk that the
interim financial information may be materially misstated as aresult of fraud.

« Inquiring of management about the effect of changesin the entity’s business activities.

« Inquiring of management about any significant changesin internal control and the potential
effect of any such changes on the preparation of interim financia information.

e Inquiring of management of the process by which the interim financial information has
been prepared and the reliability of the underlying accounting recordsto which theinterim
financia information is agreed or reconciled.

The auditor determines the nature of the review procedures, if any, to be performed for
subsidiaries, divisionsor branches. Factorsto be considered include the materiality of, and risk
of misstatement in, the interim financial information of subsidiaries, divisionsor branchesand
the auditor’ sunderstanding of the extent to which internal control over the preparation of such
information is centralized or decentralized.

In order to plan and conduct a review of interim financial information, a recently
appointed auditor-ef-the-entity, who has not yet performed an audit of the annual
financial statements in accordance with I SAs, should obtain an understanding of the
entity and itsenvironment, including itsinternal control, asit relatesto the preparation
of both annual and interim financial infor mation.

Thisunderstanding enablesthe auditor to focustheinquiries made and the anal ytical and other
review procedures applied in performing a review of interim financial information in
accordance with this ISRE. As part of obtaining this understanding, the auditor ordinarily
makes inquiries of the predecessor auditor and, where practicable, reviews the predecessor
auditor’sdocumentation for the preceding annual audit and for any prior interim periodsin the
current year, that have been reviewed by the predecessor auditor. In doing so, the auditor
considers the nature of any corrected misstatements, and any uncorrected misstatements
aggregated by the auditor, any significant risks, including the risk of management override of
controls and significant accounting and any reporting matters that may be of continuing
significance, such as material weaknessesin internal control.

Agenda ltem 12-B
Page 6 of 40



Draft | SRE 2410 (Markup)
IAASB Main Agenda (June 2005) Page 2005-1507

MATERIALITY

18.

The auditor’s consideration of materiality for a review of interim financial information is
generally based on theinterim period financial data. However, if the entity’ sbusinessis subject
to cyclical variations or if the financia results for the current period show an exceptional
decrease or increase compared to prior interim periods and expected resultsfor the current year,
the auditor may concludethat materiality ismore appropriately determined using anormalized
figure for the interim period.

INQUIRIES, ANALYTICAL AND OTHER REVIEW PROCEDURES

19.

20.

21.

The auditor should make inquiries of persons responsible for financial and accounting
matters and perform analytical and other review procedures to enable the auditor to
conclude whether, on the basis of the procedures performed, anything has come to the
auditor’sattention that causestheauditor to believe-isawareof-any-rmaterial-adjustment
that-sheould-be-made-to-that the interim financial information is not fer-+te-be-in
accor dance with the applicable financial reporting framework.

A review ordinarily does not require tests of the accounting records through inspection,
observation or confirmation. Procedures for performing a review of interim financial
information are limited to making inquiries of personsresponsiblefor financial and accounting
matters and applying analytical and other review procedures, rather than corroborating
information obtai ned concerning significant accounting mattersrelating to theinterim financial
information. The auditor’s understanding of the entity and its environment, including its
internal control, the results of the risk assessments relating to the preceding audit and the
auditor’'s consideration of materiality as it relates to the interim financial information,
influencestheinquiries made and analytical and other review procedures applied. For example,
if the auditor becomes aware of a significant change in the entity’s control activities at a
particular location, the auditor may consider:

(&) Making additional inquiries, such asinquiring whether management monitored the changes
and considered whether they were operating as intended; or

(b) Applying additional or more extensive analytical procedures.

The auditor ordinarily performs the following procedures:

« Reading the minutes of the meetings of shareholders, those charged with governance and
other appropriate committees to identify matters that may affect the interim financial
information and inquiring about matters dealt with at meetings for which minutes are not
available, that may affect the interim financial information.

o Considering theeffect, if any, of mattersgiving riseto amodification of theaudit or review
report, accounting adjustments or unadjusted misstatements, at the time of the previous
audit or reviews.

e Communicating, where appropriate, the auditor’s requirements to with-other auditorswho
are performing a review of the interim financia information of the reporting entity’s
significant subsidiaries or associates.
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Inquiring of members of management responsible for financial and accounting matters
about the following:

(0]

Whether the interim financial information has been prepared_and presented in
accordance with the applicable financial reporting framework.

Whether there have been any changes in accounting principles or in the methods of
applying them.

Whether any new transactions have necessitated the application of a new accounting
principle.

Whether the interim financial information contains any known uncorrected
mi sstatements.

Unusual or complex situationsthat may have affected theinterim financial information,
such as a business combination or disposal of a segment of the business.

Significant assumptions that are relevant to the fair value measurement or disclosures
and management’sintention and ability to carry out specific courses of action on behalf
of the entity.

Whether related party transactions have been appropriately accounted for and disclosed
in the interim financial information.

Significant changes in commitments and contractual obligations.
Significant changes in contingent liabilities including litigation or claims.
Compliance with debt covenants.

Matters about which questions have arisen in the course of applying the review
procedures.

Significant transactions occurring in the last several days of the interim period or the
first several days of the next interim period.

Knowledge of any fraud or suspected fraud affecting the entity involving:

+— Management;

+— Employees who have significant rolesin internal control; or

+—  Others where the fraud could have a material effect on the interim financial

information.

Knowledge of any allegations of fraud, or suspected fraud, affecting the entity’sinterim
financial information communicated by employees, former employees, analysts,
regulators or others.

Knowledge of any actual or possible noncompliance with laws and regulations whose
effects could have a material effect on the interim financial information.

Applying analytical procedures to the interim financial information designed to identify
relationships and individual itemsthat appear to be unusual and that may reflect amaterial
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misstatement in the interim financial information. Analytical proceduresmay includeratio
anaysisand statistical techniques such astrend analysisor regression analysis and may be
performed manually or with the use of computer-assisted techniques. Appendix 2 to this
ISRE contains examples of analytica procedures the auditor may consider when
performing areview of interim financial information.

e Reading theinterimfinancial information to consider whether, on the basis of information
coming to the auditor’s attention, anythr ng has come to the audltor s attention that causes
the auditor to believe that tsaw g
interim financial information is not: not #eHHebel n accordance Wlth the appl i cabI e f| nancial
reporting framework.

The auditor may perform many of the review procedures before or simultaneously with the
entity’s preparation of theinterim financial information. For example, it may be practicableto
update the understanding of the entity and its environment, including itsinternal control, and
begin reading applicable minutes before the end of the interim period. Performing some of the
review procedures earlier in the interim period also permits early identification and
consideration of significant accounting matters affecting the interim financial information.

Theauditor performing the review of interim financial information is aso engaged to perform
an audit of the annual financial statements of the entity. For convenience and efficiency, the
auditor may decideto perform certain audit procedures may-be-performed-concurrently with the
review of interim financial information. For example, information gained from reading the
m| nuteﬁ of meeti ngs of the board of directorsin connectl on with the review of the mterrm

avien which The auditor
may also decr de to perform at thetime of the |nter| m review, audltl ng proceduresthat would
need to be performed for the purpose of the audit of the annual financial statements, for
example auditing procedures on significant or unusual transactrons that occurred durr nq the

period
examplresuch as; busr ness combinations, restructurl ngs or significant revenue transactlons

A review of interim financial information ordinarily doesnot require corroborating theinquiries
about litigation or claims. It is, therefore, ordinarily not necessary to send an inquiry letter to
the entity’slawyer. Direct communication with the entity’slawyer with respect to litigation or
claimsmay, however, be appropriateif theauditeramatter comesto the auditor’s attention that
causes becomes-aware-ef-Hnformation-that-teads-the auditor to question whether a-material
adiustment-shedldbemadefor-the interim financial information te-beisin accordance with the
applicablefinancial reporting framework, and the auditor believesthe entity’slawyer may have
pertinent information.

The auditor should obtain evidence that the interim financial information agrees or
reconcileswith theunderlying accounting recor ds. The auditor may obtain evidencethat the
interim financial information agrees or reconciles with the underlying accounting records by
tracing the interim financial information to:
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26.

27.

28.

29.

(@ Theaccounting records, such asthe general ledger;
(b) A consolidating schedule derived from the accounting records; or

(c) Other supporting data in the entity’s records.

Theauditor should inquirewhether management hasidentified all eventsup tothedate of
the review report that may require adjustment to or disclosurein theinterim financial
information. It is not necessary for the auditor to perform procedures to identify events
occurring after the date of the review report.

The auditor should inquire whether management has changed its assessment of the
entity’sability to continueasagoing concern. When, astheresult of thisinquiry or other
review procedures, the auditor becomes aware of events or conditions which may cast
significant doubt on theentity’sability to continueasa going concer n theauditor should:

(@ Inquireof management astoitsplansfor futureactionsbased on its going concern
assessment, thefeasibility of these plansand whether management believesthat the
outcome of these planswill improve the situation; and

(b) Consider theadequacy of the disclosure about such mattersin theinterim financial
information.

Events or conditions which may cast significant doubt on the entity’s ability to continue as a
going concern may have existed at the date of the annual financial statements or may be
identified as aresult of inquiries of management or in the course of performing other review
procedures. When the-additor-becomesawareof-such events or conditions cometo the auditor’s
attention, the auditor inquires of management asto its plansfor future action, such asits plans
to liquidate assets, borrow money or restructure debt, reduce or delay expenditures, or increase
capital. The auditor also inquires as to the feasibility of management’s plans and whether
management believesthat the outcome of these planswill improvethe situation. However, itis
not ordinarily necessary for theauditor to corroborate thefeasibility of management’s plansand
whether the outcome of these plans will improve the situation.

When amatter comesto theauditor’sattention becomesawareof-trformation-that leads
the auditor to question whether a material adjustment should be made for the interim
financial information to be in accordance with the applicable financial reporting
framework, theauditor should makeadditional inquiriesor perform other proceduresto
enabletheauditor toexpressaconclusion in thereview report. For example, if theauditor’s
review procedures lead the auditor to question whether a significant sales transaction is
recorded in accordance with the applicablefinancial reporting framework, the auditor performs
additional procedures, such asdiscussing theterms of the transaction with senior marketing and
accounting personnel or reading the sales contract, to resolve the auditor’s questions.
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Evaluation of Misstatements

30.

31

32.

33.

The auditor should evaluate, individually and in the aggregate, whether uncorrected
misstatementsefwhich-thethat have cometotheauditor’shasbecomeawareattention are
material to theinterim financial information.

A review of interim financial information, in contrast to an audit engagement, isnot designed to
obtain reasonable assurance that the interim financial information is free from material
misstatement. However, misstatements ef-which come to the auditor’s attention-has-becerme
aware, including inadequate disclosures, are evaluated individually and in the aggregate to
determine whether a material adjustment is required to be made to the interim financial
information for it to be in accordance with the applicable financial reporting framework.

Theauditor exercises professional judgment in evaluating the materiality of any misstatements
that the entity has not corrected. The auditor considers matters such as the nature, cause and
amount of the misstatements, whether the misstatements originated in the preceding year or
interim period of the current year and the potential effect of the misstatementson futureinterim
or annual periods.

The auditor may designate an amount below which misstatements need not be
aceumulatedaggregated, because the auditor expectsthat the aceurdtation-aggregation of such
amounts clearly would not have a material effect on the interim financial information. In so
doing, the auditor considersthe fact that the determination of materiality involves quantitative
aswell asqualitative considerations and that misstatements of arelatively small amount could
nevertheless have a material effect on the interim financial information.

Management Representations

34.

The auditor should obtain written representations from management that:

(@ Itacknowledgesitsresponsibility for thedesign and implementation and-eperation-of
accounting-and-internal control systems-that-are-designed-to prevent and detect

fraud and error;

(b) Theinterim financial information isprepared and presented in accordancewith the
applicablefinancial reporting framework;

(c) It believestheeffect of those uncorrected misstatementsidentified-agaregated by the
auditor duringthereview areimmaterial, both individually and in the aggregate, to
the interim financial information taken as a whole. A summary of such items is
included in or attached to thewritten representations,

(d) It hasdisclosed totheauditor all significant factsrelatingto any fraudsor suspected
frauds known to management that may have affected the entity;

(e) It hasdisclosed totheauditor theresultsof itsassessment of therisk that theinterim
financial information may be materially misstated as a result of fraud:2
Paragraph 35 of | SA 240 explainsthat the nature, extent and frequency of such an assessment vary from entity to

entity and that management may make a detailed assessment on an annual basis or as part of continuous
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35.

(f) It hasdisclosed totheauditor all known actual or possible noncompliancewith laws
and regulations whose effects are to be considered when preparing the interim
financial information; and

(g) Ithasdisclosed totheauditor all significant eventsthat have occurred subsequent to
the balance sheet dateand through to thedate of thereview report that may require
adjustment to or disclosurein the interim financial information.

The auditor obtains additional representations as are appropriate related to matters specific to
the entity’s business of industry. An illustrative management representation letter is set out in
Appendix 3 to thisISRE.

Auditor’s Responsibility for Accompanying Information

36.

37.

The auditor should read the other information that accompanies the interim financial
information to consider whether any such information ismaterially inconsistent with the
interim financial information. If an amendment is necessary in the other information that
accompanies the interim financial information, and management refuses to make the
amendment, the auditor considers including in the review report an additional paragraph
describing the material inconsistency or the auditor considers taking other actions such as
withholding the issuance of the review report or withdrawing from the engagement. For
example, management may present aternative measures of earnings that more positively
portray financial performance than the interim financial information, and such alternative
measures are given excessive prominence, are not clearly defined, or not clearly reconciled to
the interim financial information and-such that they are confusing and potentially misleading.

If a matter comesto the auditor’s attention that causes the auditor to believe -becomes
aware- that the other infor mation appear stoinclude a material misstatement of fact, the
auditor should discussthe matter with the entity’s management. While reading the other
information for the purpose of identifying material inconsistencies, the-auditer-may-become
aware-ef-an apparent material misstatement of fact may come to the auditor’s attention (i.e.
information, not related to matters appearing in the interim financia information, that is
incorrectly stated or presented). When discussing the matter with the entity’s management, the
auditor considers the validity of the other information and management’s responses to the
auditor’s inquiries, whether valid differences of judgment or opinion exist and whether -to
request management to consult with aqualified third party to resol ve the apparent misstatement
of fact. If an amendment is necessary to correct a material misstatement of fact and
management refuses to make the amendment, the auditor considers taking further action as
appropriate, such as notifying those charged with governance and obtaining legal advice.

Communication
42. When, as aresult of performing the review of interim financial information, a matter

comes to the auditor’s attentionbecemes-aware-of matters-that causes give-the auditor

monitoring. Accordingly, thisrepresentation, insofar asit relatesto theinterim financial information, istailored to
the entity’s specific circumstances.
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reason-to believe that a material adjustment should be made to the interim financial
information for it to bein accordancewith theapplicablefinancial reporting framework,
theauditor should communicatethismatter assoon aspracticabletotheappropriatelevel
of management.

When, in the auditor’s judgment, management does not respond appropriately within a
reasonableperiod of time, theauditor should inform those char ged with governance. The
communication is made as soon as practicable, either oraly or in writing. The auditor’s
decision whether to communicate orally or inwriting is affected by factors such asthe nature,
sengitivity and significance of the matter to be communicated and the timing of such
communications. If the information is communicated orally, the auditor documents the
communication.

When, in the auditor’s judgment, those charged with governance do not respond
appropriately within areasonable period of time, the auditor should consider:

(@ Whether to modify thereport; or
(b) The possibility of withdrawing from the engagement; and

(c) The possibility of resigning from the appointment to audit the annual financial
statements.

When, as a result of performing the review of interim financial information, a matter
comestotheauditor’sattention that causestheauditor to believein the existence becoemes
aware-of fraud or noncompliance by the entity with laws and regulations the auditor
should communicate the matter as soon as practicable to the appropriate level of
management. The determination of which level of management is the appropriate one is
affected by the likelihood of collusion or the involvement of a member of management. The
auditor also considers the need to report such matters to those charged with governance and
considers the implication for the review.

Theauditor should communicaterelevant matter sof gover nanceinterest arisingfromthe
review of interim financial information to those char ged with gover nance. As aresult of
performing the review of the interim financial information, the auditor may become aware of
mattersthat in the opinion of the auditor are both important and relevant to those charged with
governance in overseeing the financial reporting and disclosure process. The auditor
communicates such matters to those charged with governance.

Reporting the Nature, Extent and Results of the Review of Interim Financial Information

47.

The auditor should issue awritten report that containsthe following:
(8 An appropriatetitle.

(b) Anaddressee, asrequired by the circumstances of the engagement.

(c) Identification of theinterim financial infor mation reviewed including identification
of the title of each of the statements contained in the complete or condensed set of
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(d)

()

(f)

()

(h)

(i)

financial statements and the date and period covered by the interim financial
information.

A statement that management isresponsiblefor the prepar ation and presentation of
the interim financial information in accordance with the applicable financial
reporting framework.

A statement that the auditor i |srespons blefor expr ng aconclusion astewhethep

FepeFth#amewepk—on thelnterlm flnanc:|a| mformatlon based on therewew

A statement that thereview of the interim financial infor mation was conducted in
accordance with International Standard on Review Engagements (I SRE) 2410
stahelapelsRewew of Interim Informatlon Performed bv the IndependentAudltor of the

auel+tep and a statement that that such areview conssts of maklng inquiries of
per sonsresponsiblefor financial and accounting matter sand applying analytical and
other review procedures.

A statement that a review is substantially lessin scope than an audit conducted in
accor dance with International Sandards on Auditing and consequently does not
enable the auditor to obtain assurance that the auditor would become awar e of all
significant matter sthat might beidentified in an audit and that accor dingly no audit
opinion is expressed.

If theinterim financial infor mation iscomprised of acomplete set of general purpose
financial statements prepared in accor dance with a financial reporting framewor k
designed to achievefair presentation, a conclusion asto whether anything has come
totheauditor’sattention that causestheauditor to believethat theinterim financial
information does not give a true and fair_view, or _does not present fairly in all
material respectsin accordance with the applicable financial reporting framework
(including the reference to the jurisdiction or _country of origin of the financial
reporting framework when the financial reporting framework used is not
International Financial Reporting Sandards); or

In other circumstances A-a conclusion as to whether anything has come to the

auditor’s attention that causes the auditor to believe that is-aware-of-any-matertal
adjustment-that should-bemadetotheinterim financial infor mation fer-t-te-beisnot
in accordance with the applicable financial reporting framework (including
identifying the reference to the jurisdiction or_country of origin of the financial
reporting framework when the financial reporting framework used is not
Inter national Financial Reporting Standar ds).

(1)) The date of thereport.
(k) Thelocation in the country or jurisdiction wherethe auditor practices.
ga() The auditor’s signature.
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_AnlHlustrative review reports for is-are set out in Appendix 4 to this ISRE.

In some jurisdictions, law or regul ation governing the review of interim financial information

may prescribewording for the auditor’s conclusion that i s different than the wording described
in paragraph 47. Although the auditor may be obliged to use the prescribed wording, the
auditor’s responsibilities as described in this ISRE for coming to the conclusion remain the

Same.

QUAHHHED-OR-ABVERSE-CONCEUSION-DEPARTURE FROM THE APPLICABLE FINANCIAL
REPORTING FRAMEWORK

49.

50.

ol.

Theauditor should expressa qualified or adver se conclusion when a matter hascometo
the auditor’s attention that causes the auditor to believe that a material adjustment
should be made to the interim financial information for it to be in accor dance with the
applicable financial reporting framework.

If matters have cometo the auditor’s attention that cause the auditor to believe that the interim
financia information is or may be materially affected by a departure from the applicable
financia reporting framework, and management does not correct the interim financial
information, the auditor modifies the review report. The modification describes the nature of
the departure; and, if practicable, states the effects on the interim financial information. If the
information that the auditor believesis necessary for adequate disclosureisnot included in the
interim financial information, the auditor modifies the review report and, if practicable,
includesthe necessary informationin the review report. The modification tothereview report is
ordinarily accomplished by addrng an explanatory paragraph to the revlew report, and

apphealeLe—ﬁnaneral—repertmg—tramewerk An—lrllustratrve review reports wrth a qualrfled

conclusion is-are set out in Appendix 5 to this ISRE.

When the effect of the departure is so material and pervasive to the interim financial
information that the auditor concludes a qualified conclusion is not adequate to disclose the
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misleading or incomplete nature of the |nter|m f| nancral mformatl on, the audrtor express an
adverse conclusio

theappheabte#naneral—repertmg#ameﬁerk A—H—|+| I ustratrve review reports W|th an adverse

conclusion is-are set out in Appendix 6-7 to this ISRE.

LIMITATION ON SCOPE

51a. Theauditor should expressaqualified conclusion when thereisalimitation on the scope

of theauditor’swor k about oneor morematter sthat areor could bematerial, but in the
auditor’sjudgment, are not pervasive, to theinterim financial infor mation.

unable to complete the review, 51b An audrtor does not accept an enqaqement to review

the interim financial information if the auditor’s preliminary knowledge of the engagement
circumstancesindicates that the auditor would be unable to complete the review, for example,
becausetherewill be alimitation on the scope of the auditor’sreview imposed by management
of the entity.

If after accepting the engagement, the auditor becomes aware that management hasimposed a

5lc.

limitation on the scope of the review, the auditor requests the removal of that limitation. If
management refuses to do so, the auditor will be unable to complete the review and issue a
review report.

If thereisalimitation on scope dueto circumstances such asalack of information or becauseit

51d.

isimpractical to obtain satisfactory information and the auditor is unable to conclude whether
some or _al of the interim financia information is not in accordance with the applicable
financia reporting framework, the auditor modifiesthe review report. The modification to the
review report is ordinarily accomplished by indicating that, except for the departure which is
described in an explanatory paragraph to the review report, the review was conducted in
accordancewith thisISRE, and by qualifying the conclusion. lllustrativereview reportswith a
qualified conclusion are set out in Appendix 6 to this ISRE.

The auditor may have expressed a qualified opinion on the audit of the latest annual financial

statements because of alimitation in the scope of that audit. The auditor considers whether the
scope limitation still exists, and, if so, the implications for the review report.

INABILITY TO COMPLETEA REVIEW

38.

40.

When an auditor isunableto complete thereview and issue areview report, the
auditor should communicate the reason why thereview cannot be completed to the
appropriate level of management and to those char ged with gover nance.

The auditor is unable to complete the review and issue the review report when there is a
limitation on the scope of the auditor’s work that is imposed by management or when the
limitation of the scope of the auditor’s work is pervasive to the interim financial information.
When an auditor isunableto perform the proceduresthe auditor considers necessary to achieve
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the objective of a review of interim financia information, or when management does not
provide the written representations the auditor believes are necessary, the review will be
incomplete. For example, the review would be incomplete if the entity’s interna control
appears to contain deficiencies so significant that it would be impracticable for the auditor to
effectlvely perform review procedures that would prowde a bass for Fepemng express ng a

If the auditor cannot complete the review, the auditor considers the professional and legal
responsibilitiesin the circumstances, including whether thereisarequirement for the auditor to
report to the person or persons who made the appointment or in some cases to regulatory
authorities. If that isthe case, the auditor communicates in writing with the person or persons
who made the appointment or, if applicable, the regulatory authorities, stating that because the
auditor was unable to complete the review, the auditor is unable to express a conclusion as to
whether anything has come to the auditor’s attention that causes the auditor to believe that is

aware-of-any- the interim financial information does not give atrue and fair view, (or does not
present fairly in all material respects) in accordance with the applicable financial reporting
framework material-adjustment-that-should-be-made-to- (or, if applicable, that the interim
financial information fer-+-te-beis not in accordance with the applicable financial reporting
framework). Nevertheless, if a matter comes to the auditor’s attention that causes the auditor
has-become-aware-ofto believe that a material adjustment that-should be made to the interim
financial information for it to be in accordance with the applicable financial reporting
framework the auditor communicates such matters in accordance with the guidance in
paragraphs 42 — 44.

GOING CONCERN AND SIGNIFICANT UNCERTAINTIES

52.

53.

In certain circumstances, an emphasis of matter paragraph may be added to a review report,
without affecting the auditor’s conclusion, to highlight a matter that isincluded in anoteto the
interim financial information that more extensively discussesthe matter. The paragraph would
preferably be included after the conclusion paragraph and ordinarily refersto the fact that the
conclusion is not qualified in this respect.

If adequate disclosure is made in the interim financial information, the auditor should
add an emphasis of matter paragraph to the review report to highlight a material
uncertainty relating to an event or condition that may cast significant doubt on the
entity’s ability to continue as a going concern.

The auditor may have modified a prior audit or review report by adding an emphasis of matter
paragraph to highlight a material uncertainty relating to an event or condition that may cast
significant doubt on the entity’s ability to continue as a going concern. If the material
uncertainty still exists and adequate disclosureismadein theinterim financial information, the
auditor modifies the review report on the current interim financial information by adding a
paragraph to highlight the continued material uncertainty.
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54a If, asaresult of inquiriesor other review procedures, the-auditor-becomes-aware-of-amaterial

55.

56.

uncertainty relating to an event or condition comes to the auditor’s attention which may cast
significant doubt on the entity’ s ability to continue asagoing concern, and adequate disclosure
ismadeintheinterimfinancial information the auditor modifiesthe review report by adding an
emphasis of matter paragraph.

| f adequatedisclosureisnot madein theinterim financial infor mation, theauditor should
express a qualified or adverse conclusion, as appropriate. The report should include
specificreferencetothefact that thereisamaterial uncertainty that may cast significant
doubt about the entity’s ability to continue as a going concern.

The auditor should consider modifying the review report by adding a paragraph to
highlight asignificant uncertainty (other than a going concer n problem) that comestothe
auditor’s attention, the resolution of which is dependent upon future events and which
may affect theinterim financial infor mation.

OTHER CONSIDERATIONS

S7.

58.

58a

The terms of the engagement include management’s agreement that where any document
containing interim financial information indicates that such information has been reviewed by
the entlty S audltor the review report will also be included in the document.-er-management

0 Hed. If management has not
|ncI uded the review report in the documenteehe&net—mdteateel—whepe#etepeﬁ—ean—be
obtained, the auditor considers seeking legal advice to assist in the determination of the
appropriate course of action in the circumstances.

If the auditor hasissued amodified review report and management issuestheinterim financial
information without including the modified review report in the document containing the
interim financial information, the auditor considers seeking legal advice to assist in the
determination of the appropriate course of action in the circumstances and the possibility of
resigning from the appointment to audit the annual financial statements.

Interim financial information consisting of a condensed set of financial statements does not

necessarily include all of the information that would be included in a full set of financia
statements but may rather present an explanation of the events and changesthat are significant
to an understanding of the changesin the financial position and performance of the entity since
the annual reporting date. Thisis becauseit is presumed that the users of the interim financial
information will have accessto the latest audited financial statements, such asisthe case with
listed entities. | n other circumstances, the auditor discusses with management the need for such
interim financial information to include astatement that it isto be read in conjunction with the
latest audited financial statements. In the absence of such a statement, the auditor considers
whether, without a reference to the latest audited financial statements, the interim financial
information is misleading in the circumstances and the implications for the review report.
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Documentation

59. The auditor should prepare review documentation matters-that is sufficient and
appropriateto provide a basrsfor the auditor’s conclusion and to demonstratethat the
review was performed a
ev+deneethat—therevrew—waseamed—eut—|n accordance with thls ISRE and appllcable
qual and requlatorv requrranentslhedeeumentaﬂeneensstsef—werkmgrpapersthabare

a view. The
documentatlon enables an experlenced audltor haw ng NO_previous connectlon with the
engagement to understand the nature, extent and timing of the inquiries made and analytical

and other review procedures applied, w

information obtained, and any significant matters consi dered durrng the performance of the

Haterim-review, including the disposition of such matters. Fhe-extent-of-working papersisa
matter-of-professiona-tudgment.

Effective Date

60. ThisISRE iseffectivefor thereview of interim financial information for periods beginning on
or after [dateto-betnsertedDecember 15, 2006]. Earlier adoption of the ISRE is permissible.
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Appendix 1
Example of an Engagement L etter for a Review of Interim Financial Information

The following letter is to be used as a guide in conjunction with the consideration outlined in
paragraph 10 of this ISRE and will need to be adapted according to individual requirements and
circumstances.

To the Board of Directors (or the appropriate representative of senior management):

We are providing this letter to confirm our understanding of the terms and objectives of our
engagement to review the company’s interim balance sheet as at June 30, 20X 1 and the related
statements of income, changes in equity and cash flows for the six-month period then ended.

Our review will be conducted in accordancewith | SRE 2410, the-trternational Standard-for-Review
of Interim Financial Information Performed by the_Independent Auditor of the Entity with the
objective of providing uswith abasisfor reporting whether anything has come to our attention that
causes us to belleve that the interim flnanC|al information is not we-are-aware-of-any-material
a be-in accordance with the [applicable
f| nanC|aI report| ng framevvork] Such areview consists of making inquiries of personsresponsible
for financial and accounting matters and applying analytical and other review procedures and does
not, ordinarily, require corroboration of the information obtained. The scope of areview of interim
financia information is substantially less than the scope of an audit perfermed-conducted in
accordance with International Standards on Auditing whose objectiveisthe expression of an opinion
regarding the financial statements and accordingly, we shall express no such opinion.

We expect to report on the interim financial information as follows:
[To include text of sample report]

Responsibility for the interim financial information, including adequate disclosure, is that of
management of the company. This includes designing, implementing and maintaining internal
control relevant to the preparation of interim financial information that is free from material
misstatement, whether dueto fraud or error, sel ecting and applying appropriate accounting policies;
and making accounting estimatesthat are reasonablein the circumstances. As part of our review, we
will request written representations from management concerning assertions made in connection
with the review. We will also request that where any document containing interim financial
information indicates that the interim financial mformatlon has been reviewed, our report will also
be included in the document. A e 3

A review of interim financial information does not provide assurance that we will become aware of
all significant mattersthat might beidentified in an audit. Further, our engagement cannot berelied
upon to disclose whether fraud or errors, or illegal acts exist. However, we will inform you of any
material matters that come to our attention.
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We look forward to full cooperation with your staff and we trust that they will make availableto us
whatever records, documentation and other information are requested in connection with our review.

This letter will be effective for future years unless it is terminated, amended or superseded (if
applicable).

Please sign and return the attached copy of this letter to indicate that it is in accordance with your
understanding of the arrangements for our review of the financial statements.

Acknowledged on behaf of ABC Company by
(signed)

NameandT|t|e

Date
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Appendix 2

Analytical Procedures the Auditor May Consider When Performing a Review of Interim
Financial Information

Examples of analytical procedures the auditor may consider when performing areview of interim
financial information include:

Comparing the interim financial information with the interim financial information of the
immediately preceding interim period, with the interim financial information of the
corresponding interim period of the preceding financial year, with the interim financial
information that was expected by management for the current period, and with the most recent
audited annual financial statements.

Comparing current interim financial information with anticipated results, such as budgets or
forecasts (for example, comparing tax balances and the relationship between the provision for
income taxes to pretax income in the current interim financial information with corresponding
information in (a) budgets, using expected rates, and (b) financial information for prior periods).

Comparing current interim financial information with relevant non-financial information.

Comparing the recorded amounts, or ratios devel oped from recorded amounts, to expectations
developed by the auditor. The auditor devel ops such expectations by identifying and applying
relationships that are reasonably expected to exist based on the auditor’s understanding of the
entity and of the industry in which the entity operates.

Comparing ratios and indicatorsfor the current interim period with those of entitiesin the same
industry.

Comparing relationships among elements in the current interim financial information with
corresponding relationships in the interim financial information of prior periods, for example,
expense by type as a percentage of sales, assets by type as a percentage of total assets, and
percentage of change in salesto percentage of change in receivables.

Comparing disaggregated data. The following are examples of how data may be disaggregated.

o By period, for example, revenue or expenseitemsdisaggregated into quarterly, monthly, or
weekly amounts.

o By product line or source of revenue.
o By location, for example by subsidiary.

o By attributesof thetransaction, for example, revenue generated by designers, architects, or
craftsmen.

o By severd attributes of the transaction, for example, sales by product and month.
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Appendix 3

Example of a Management Representation L etter

Thefollowing letter isnot intended to be astandard | etter. Representations by management will vary
from entity to entity and from one interim period to the next.

(Entity Letterhead)
(To Auditor) (Date)

Opening paragraph if interim financial information is comprised of condensed financial statements.

Thisrepresentation letter is provided in connection with your review of the condensed bal ance sheet
of ABC Entity as of March 31, 20X 1 and the related condensed statements of income, changesin
equrty and cash flowsfor thethreemonth period then ended for the purposes of eleten%nmgwhether

s ( be expressing a
concl usion Whether anything has come to your attention that causes you to believe that the interim
financial information is not in accordance with (indicate applicable financial reporting framework,
including areference to thejurisdiction or +dentifyingthecountry of origin of thefinancia reporting
framework when the financial reporting framework used is not International Financial Reporting
Standards).

Opening paragraph if interim financial information comprised of complete set of general purpose
financial statements prepared in accordance with aframework designed to achievefair presentation:

This representation letter is provided in connection with your review of the balance sheet of ABC
Entity asof March 31, 20X 1 and the rel ated statements of income, changesin equity and cash flows
for the three-month period then ended and a summary of the significant accounting policies and
other explanatory notes for the purposes of expressing a conclusion whether anything has come to
your attention that causes you to believe that the interim financial information does not give atrue
and fair view of, (or doesnot present fairly in al material respects) thefinancial position asat March
31 20X1 and the results of it operatr ons and cash flows determrnrng—whether—any—matenal
in accordance with
(|nd|cate appllcable flnanC|al reportl ng framework |ncI ud| ng +dentrifymg—a reference to the
jurisdiction or the-country of origin of the financial reporting framework when the financia
reporting framework used is not International Financial Reporting Standards).

We acknowledge our responsibility for the fair presentation of the interim financial informationin
accordance with (indicate applicable financial reporting framework).
We confirm, to the best of our knowledge and belief, the following representations:

e The interim financia information referred to above has been prepared and presented in
accordance with (indicate applicable financial reporting framework).
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We have made available to you all books of account and supporting documentation and all
minutes of meetings of shareholders and the board of directors (namely those held on [insert
applicable dates]).

Thereare no material transactionsthat have not been properly recorded in the accounting records
underlying the interim financial information.

There has been no known actual or possible noncompliance with lawsand regulationsthat could
have a material effect on the interim financial information in the event of noncompliance.

We acknowl edge responsibility for the design and implementati on and-operations of accounting
ane-internal control systemsthat-are-designed-to prevent and detect fraud and error.

We have disclosed to you all significant facts relating to any known frauds or suspected frauds
that may have affected the entity.

We have disclosed to you the results of our assessment of the risk that the interim financia
information may be materially misstated as the result of fraud.

We believethe effects of uncorrected misstatements summarized in the accompanying schedule
areimmaterial, both individually and in the aggregate, to theinterim financial information taken
asawhole.

We confirm the compl eteness of the information provided to you regarding the identification of
related parties.

The following have been properly recorded, and when appropriate, adequately disclosed in the
interim financial information:

o Related party transactions, including sales, purchases, loans, transfers, leasing
arrangements, and guarantees, and amounts receivable from or payable to related parties;

o  Guarantees, whether written or oral, under which the entity is contingently liable; and
o  Agreements and options to buy back assets previously sold.

The presentation and disclosure of the fair value measurements of assets and liabilities arein
accordance with (indicate applicable financia reporting framework). The assumptions used
reflect our intent and ability to carry specific courses of action on behalf of the entity, where
relevant to the fair value measurements or disclosure.

We have no plans or intentions that may materially affect the carrying value or classification of
assets and liabilities reflected in the interim financial information.

We have no plans to abandon lines of product or other plans or intentions that will result in any
excess or obsolete inventory, and no inventory is stated at an amount in excess of realizable
value.

Theentity has satisfactory titleto all assetsand thereareno liensor encumbranceson theentity’s
assets.

We have recorded or disclosed, as appropriate, al liabilities, both actual and contingent.

Agenda ltem 12-B
Page 24 of 40



Draft | SRE 2410 (Markup)
IAASB Main Agenda (June 2005) Page 2005-1525

e [Add any additiona representations related to new accounting standards that are being
implemented for the first time or any additiona representations that are required by a new
International Standard on Auditing.]

To the best of our knowledge and belief, no events have occurred subsequent to the balance sheet
date and through the date of this letter that may require adjustment to or disclosure in the
aforementioned interim financia information.

(Senior Executive Officer)

(Senior Financial Officer)
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Appendix 4

Examples of a Review Report on Interim Financial | nformation
Complete Set of General Purpose Financia Statements Prepared in Accordance with a Financid
Reporting Framework Designed to Achieve Fair Presentation (see paragraph 47(h))

Report on Review of Interim Financia Information

(Appropriate addressee)

Introduction

We have reviewed the accompanying balance sheet of ABC Entity as of March 31, 20X1 and the
related statements of income, changes in equity and cash flows for the three-month period then
ended and asummary of significant accounting policies and other explanatory notes.”* Management
is responsible for the preparation and presentation and of this interim financia information in
accordance with [applicable financial reporting framework]. Our responsibility is to express a
conclusion on this interim financial information based on our review.

Scope of Review

We conducted our review in accordance with I nternational Standard on Review Engagements 2410,
Review of Interim Financial Information Performed by the Independent Auditor of the Entity. A
review of interim financial information consists of making inquiries of persons responsible for
financial and accounting matters and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International Standards on
Auditing and consequently does not enable us to obtain assurance that we would become aware of
al significant matters that might be identified in an audit. Accordingly, we do not express an audit

opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim financia information does not give atrue and fair view of (or “ present fairly
inall material respects,”) the financial position of the entity asat March 31, 20X1, and the results of
its operations and its cash flows for the three-month period then ended in accordance with
[applicable financial reporting framework (including the reference to the jurisdiction or country of
origin of the financial reporting framework when the financial reporting framework used is not
International Financial Reporting Standards)].

AUDITOR
Date
Address

A The auditor may wish to specify the regulatory authority or equivalent with whom the interim financial information isfiled.
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loof . ) . ol It )
Other Interim Financial Information (see paragraph 47(i))

Report on Review of Interim Financia Information

(Appropriate addressee)

Introduction

We have reviewed the accompanying (condensed) balance sheet of ABC Entity as of March 31,
20X 1 and the related (condensed) statements of income, changes in equity and cash flows for the
three-month period then ended.”* Management isresponsible for the preparation and presentation of

thisinterim financial information in accordance with [applicable financial reporting framework]. ©
Our responsi b|||ty isto express aconcl usion on this mterlm financial information based on our

Scope of Review

We conducted our review in accordance with | nternational Standard on Review Engagements 2410
Review of Interlm Financial Information Performed by the Independent Auditor of the

flnanC|aI mformatlon consists of mak| ng inquiries of persons reﬁpons ble for financial and
accounting matters and applying analytical and other review procedures. A review is substantially
less in scope than an audit conducted in accordance with International Standards on Auditing and
consequently does not enabl e us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Ba%d on our rewew nothl ng has come to our attention that causes us to believe that we-are-net
a ‘ ( the accompanying interim financial
i nformatl onisnot: not #eHHebel n accordanceW|th [appl icablefinancia reporting framework (identify
including the reference to the jurisdiction or country of origin of the financial reporting framework
when the financial reporting framework used is not International Financial Reporting Standards)].

AUDITOR
Date
Address

A The auditor may wish to specify the regulatory authority or equivalent with whom the interim financial information isfiled.

B
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Appendix 5

Examples of a Review Report with a Qualified Conclusion

DEPARTURE FROM THE APPLICABLE FINANCIAL REPORTING FRAMEWORK

Complete Set of General Purpose Financia Statements Prepared in Accordance with a Financia
Reporting Framework Designed to Achieve Fair Presentation (see paragraph 47(h))

Report on Review of Interim Financia Information

(Appropriate addressee)

Introduction

We have reviewed the accompanying balance sheet of ABC Entity as of March 31, 20X1 and the
related statements of income, changes in equity and cash flows for the three-month period then
ended and asummary of significant accounting policies and other explanatory notes. * Management
isresponsiblefor the presentation and preparation of thisinterim financial information in accordance
with [applicablefinancial reporting framework]. Our responsibility isto expressaconclusiononthis
interim financial information based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410,
Review of Interim Financial Information Performed by the Independent Auditor of the Entity. A
review of interim financial information consists making inquiries of personsresponsiblefor financial
and accounting matters and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International Standards on
Auditing and consequently does not enable us to obtain assurance that we would become aware of
al significant matters that might be identified in an audit. Accordingly, we do not express an audit

opinion.

Basis for Qualified Conclusion

Based on information provided to us by management, ABC entity has excluded from property and
long-term debt certain lease obligations that we believe should be capitalized to conform with
[applicablefinancial reporting framework]. Thisinformationindicatesthat if theselease obligations

were capitalized at March 31, 20X 1, property would be increased by $ , long-term debt by
$ ., and net income and earnings per share would be increased (decreased) by $
$ . $ ,and $ . respectively, for the three-month period then ended.

Qualified Conclusion

Based on our review, with the exception of the matter described in the preceding paragraph, nothing
has come to our attention that causes us to believe that the accompanying interim financia
information does not give a true and fair view of (or “present fairly in all material respects,”) the
financial position of the entity asat March 31, 20X 1, and of the results of its operations and its cash
flows for the three-month period then ended in accordance with [applicable financial reporting
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framework (including thereferenceto thejurisdiction or country of origin of thefinancial reporting
framework when the financia reporting framework used is not International Financial Reporting

Standards)].

AUDITOR
Date
Address

A The auditor may wish to specify the requlatory authority or eguivalent with whom the interim financial
information isfiled.

Agenda ltem 12-B
Page 29 of 40



Draft ISRE 2410 (Markup)
IAASB Main Agenda (June 2005) Page 2005:1530

Other Interim Financial Information (see paragraph 47(i))

Report on Review of Interim Financial Information

(Appropriate addressee)

Introduction

We have reviewed the accompanying (condensed) balance sheet of ABC Entity as of March 31,
20X1 and the related (condensed) statements of income, changes in equity and cash flows for the
three-month period then ended. * Management is responsible for the preparation and presentation of

thisinterim financial information in accordance with [applicable financial reporting framework]. ®
Our respons b|||ty isto express aconcl usion on this |nter|m financial information based on our

Scope of Review
We conducted our review in accordance with | nternational Standard on Review Engagements 2410,

Review of Interim Financial Informatlon Performed by the Independent Audltor of the Entlty

information consi sts maki ng mqw ries of persons responsible for fi nanC|aI and accounting matters
and applying analytical and other review procedures. A review issubstantially lessin scopethan an
audit conducted in accordance with International Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.

Basis for Qualified Conclusion

Based on information provided to us by management, ABC entity has excluded from property and
long-term debt certain lease obligations that we believe should be capitalized to conform with
[applicablefinancial reporting framework]. Thisinformation indicatesthat if theselease obligations

were capitalized at March 31, 20X 1, property would be increased by $ , long-term debt by
$ , and net income and earnings per share would be increased (decreased) by $ ,
$ , $ ,and $ , respectively, for the three-month period then ended.

Qualified Conclusion

Based on our review, with the exception of the matter described in the preceding paragraph, nothing
has come to our attention that causes usto believe that we-are-not-aware-of-any-material-adjustment
that-sheuld-be-made-to-the accompanying interim financial information is not fer-+te-be-in
accordance with [applicable financial reporting framework (+dentiy-including the reference to the
jurisdiction or country of origin of the financial reporting framework when the financial reporting
framework used is not International Financial Reporting Standards)].

AUDITOR
Date

Address
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The auditor may wish to specify the regulatory authority or equivalent with whom the interim financial
information is filed.
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Appendix 6

Examples of a Review Report with a Qualified Conclusion

LIMITATION ON SCOPE

Complete Set of General Purpose Financia Statements Prepared in Accordance with a Financia
Reporting Framework Designed to Achieve Fair Presentation (see paragraph 47(h))

Report on Review of Interim Financia Information

(Appropriate addressee)

Introduction

We have reviewed the accompanying balance sheet of ABC Entity as of March 31, 20X1 and the
related statements of income, changes in equity and cash flows for the three-month period then
ended and asummary of significant accounting policies and other explanatory notes. * Management
isresponsiblefor the presentation and preparation of thisinterim financial information in accordance
with [applicablefinancial reporting framework]. Our responsibility isto expressaconclusion onthis
interim financial information based on our review.

Scope of Review

Except as explained in the following paragraph, we conducted our review in accordance with
International Standard on Review Engagements 2410, Review of Interim Financial Information
Performed by the Independent Auditor of the Entity. A review of interim financia information
consists making inquiries of personsresponsiblefor financial and accounting matters and applying
analytical and other review procedures. A review is substantially less in scope than an audit
conducted in accordance with International Standards on Auditing and consequently doesnot enable
usto obtain assurance that we would become aware of al significant mattersthat might beidentified
in an audit. Accordingly, we do not express an audit opinion.

Basis for Qualified Conclusion

As aresult of afirein abranch office on (date) that destroyed its accounts receivable records, we
were unable to complete our review of accounts receivable totaling $.... included in the interim
financial information. The company isin the process of reconstructing these recordsand isuncertain
as to whether these records will support the amount shown above and the related allowance for
uncollectible accounts. Had we been able to complete our review of accounts receivable, matters
might have come to our attention indicating that adjustments might be necessary to the interim
financial information.

Qualified Conclusion

Except for the adjustmentsto theinterim financial information that we might have become aware of
had it not been for the situation described above, based on our review, nothing has come to our
attention that causes usto believe that the accompanying interim financial information doesnot give
atrueandfair view of (or “present fairly in all material respects,”) thefinancial position of the entity
as at March 31, 20X 1, and of the results of its operations and its cash flows for the three-month
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period then ended in accordance with [ applicable financia reporting framework (including the
reference to the jurisdiction or country of origin of the financia reporting framework when the
financial reporting framework used is not International Financial Reporting Standards)].

AUDITOR
Date
Address

A The auditor may wish to specify the regulatory authority or equivalent with whom the interim financial
information isfiled.
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Other Interim Financial Information (see paragraph 47(i))

Report on Review of Interim Financial Information

(Appropriate addressee)

Introduction

We have reviewed the accompanying (condensed) balance sheet of ABC Entity as of March 31,
20X 1 and the related (condensed) statements of income, changes in equity and cash flows for the
three-month period then ended. * M anagement isresponsible for the preparation and presentation of
thisinterim financial information in accordance with [applicablefinancia reporting framework]. Our
responsibility isto express a conclusion on this interim financial information based on our review.

Scope of Review

Except as explained in the following paragraph, we conducted our review in accordance with
International Standards on Review Engagements 2410, Review of Interim Financial Information
Performed by the Auditor of the Entity . A review of interim financial information consists making
inquiries of persons responsible for financial and accounting matters and applying analytical and
other review procedures. A review is substantialy less in scope than an audit conducted in
accordance with I nternational Standards on Auditing and consequently does not enable usto obtain
assurance that we would become aware of all significant mattersthat might beidentified in an audit.
Accordingly, we do not express an audit opinion.

Basis for Qualified Conclusion

As aresult of afirein abranch office on (date) that destroyed its accounts receivable records, we
were unable to complete our review of accounts receivable totaling $.... included in the interim
financial information. The company isin the process of reconstructing these records and isuncertain
as to whether these records will support the amount shown above and the related allowance for
uncollectible accounts. Had we been able to complete our review of accounts receivable, matters
might have come to our attention indicating that adjustments might be necessary to the interim
financia information.

Qualified Conclusion

Except for the adjustmentsto theinterim financial information that we might have become aware of
had it not been for the situation described above, based on our review, nothing has come to our
attention that causes us to believe that the accompanying interim financial information is not in
accordance with [applicable financia reporting framework (including the reference to the
jurisdiction or country of origin of the financial reporting framework when the financia reporting
framework used is not International Financial Reporting Standards)].

AUDITOR

Date
Address

A The auditor may wish to specify the regulatory authority or equivalent with whom the interim financial

information isfiled.
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Appendix 67

Examples of a Review Report with an Adverse Conclusion

DEPARTURE FROM THE APPLICABLE FINANCIAL REPORTING FRAMEWORK

Complete Set of General Purpose Financia Statements Prepared in Accordance with a Financia
Reporting Framework Designed to Achieve Fair Presentation (see paragraph 47(h))

Report on Review of Interim Financia Information

(Appropriate addressee)

Introduction

We have reviewed the accompanying balance sheet of ABC Entity as of March 31, 20X 1 and the
related statements of income, changes in equity and cash flows for the three-month period then
ended and asummary of significant accounting policies and other explanatory notes. * Management
isresponsiblefor the preparation and presentation of thisinterim financial information in accordance
with [applicablefinancial reporting framework]. Our responsibility isto expressaconclusion onthis
interim financial information based on our review.

Scope of Review

We conducted our review in accordance with I nternational Standard on Review Engagements 2410,
Review of Interim Financial Information Performed by the Auditor of the Entity. A review of interim
financial information consists making inguiries of personsresponsiblefor financial and accounting
matters and applying analytical and other review procedures. A review issubstantially |essin scope
than an audit conducted in accordance with International Standards on Auditing and consequently
does not enable us to obtain assurance that we would become aware of all significant matters that
might be identified in an audit. Accordingly, we do not express an audit opinion.

Basis for Adverse Conclusion

Commencing this period, management of the entity ceased to consolidate the financial statements of
its subsidiary companies since management considers consolidation to be inappropriate because of
the existence of new substantial non-controlling interests. Thisisnot in accordance with [applicable
financial reporting framework (identified country of origin of the financia reporting framework
when the framework used is not International Financial Reporting Standards]. Had consolidated
financial statements been prepared, virtually every account in the interim financial information
would have been materially different.

Adverse Conclusion

Our review indicatesthat, because the entity’ sinvestment in subsidiary companiesis not accounted
for on a consolidated basis, as described in the preceding paragraph, this interim financia
information does not give a true and fair view of (or “present fairly in all material respects,”) the
financia position of the entity asat March 31, 20X 1, and of the results of its operations and its cash
flows for the three-month period then ended in accordance with [applicable financial reporting
framework (including the referenceto the jurisdiction or country of origin of thefinancial reporting
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framework when the financia reporting framework used is not International Financial Reporting

Standards)].

AUDITOR
Date
Address
A The auditor may wish to specify the regulatory authority or equivalent with whom the interim financial information isfiled.
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Other Interim Financial Information (see paragraph 47(i))

Report on Review of Interim Financial Information

(Appropriate addressee)

Introduction

We have reviewed the accompanying (condensed) balance sheet of ABC Entity as of March 31,
20X 1 and the related (condensed) statements of income, changes in equity and cash flows for the
three-month period then ended. * Management is responsible for the preparation and presentation of

thisinterim financial information in accordance with [applicable financial reporting framework].”
Our responsi b|||ty isto express aconcl usion on this |nter|m financial information based on our

Scope of Review
We conducted our review in accordance with | nternational Standard on Review Engagements2410,

Review of Interim Financial Informatlon Performed bv the Independence Audltor of the Entltv

information consi sts maki ng |an| ries of persons responsible for fi nanC|aI and accounting matters
and applying analytical and other review procedures. A review issubstantially lessin scope than an
audit conducted in accordance with International Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.

Basis for Adverse Conclusion

Commencing this period, management of the entity ceased to consolidate thefinancial statements of
its subsidiary companies since management considers consolidation to be inappropriate because of
the existence of new substantial non-controlling interests. Thisisnot in accordance with [applicable
financia reporting framework (identified country of origin of the financial reporting framework
when the framework used is not International Financial Reporting Standards]. Had consolidated
financial statements been prepared, virtually every account in the interim financia information
would have been materially different.

Adverse Conclusion

Our review indicatesthat, because the entity’ sinvestment in subsidiary companiesis not accounted
for on a consolidated basis, as described in the preceding paragraph, this interim financial
information isnot in accordance with [applicablefinancial reporting framework (identify-including
the reference to the jurisdiction or country of origin of the financial reporting framework when the
financia reporting framework used is not International Financial Reporting Standards)].
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AUDITOR
Date
Address
A The auditor may wish to specify the regulatory authority or equivalent with whom the interim financial information isfiled.
B einteri I ral-Hafo 1o onsists-of-condensed-fin 1al-statemen e following-sentenceis-added: A isi
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Conforming changesto other 1 SAs

|SA 210 TERMS OF AUDIT ENGAGEMENTS
The following bullet point will be added to paragraph 6:

e Management’sresponsibility for establishing and maintaining effectiveinternal control.

|SRE 2400 ENGAGEMENTS TO REVIEW FINANCIAL STATEMENTS

1. The purpose of this International Standard on Review Engagements (ISRE) is to establish
standards and provide guidance on the additers practitioner’s professional responsibilities
when a practitioner, who is not the auditor of an entity, undertakes an engagement to review
financial statements is-undertaken and on the form and content of the report that the auditer
practitioner issues in connection with such areview. A practitioner, who is the auditor of the
entity, engaged to perform areview of interim financial information performssuch areview in
accordance with ISRE 2410 “Review of Interim Financia Information Performed by the
Entity’sIndependent Auditor of the Entity.”

All referencesto “auditor” in ISRE 2400 would be replaced by the term “ practitioner.”
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