
 
 

December 10, 2008 
 
 
 
 
Mr. James Sylph 
Executive Director, Professional Standards 
International Federation of Accountants 
545 Fifth Avenue – 14th Floor 
New York, NY 10017 
 
By e-mail to reviewengagements@ifac.org 
 
RE: September 2008 Consultation Paper: Matters to Consider in a Revision of International 

Standard on Review Engagements 2400, Engagements to Review Financial Statements   
 
To the Members of the International Auditing and Assurance Standards Board: 
 
We appreciate the opportunity to offer comments to the International Auditing and Assurance 
Standards Board on the “September 2008 Consultation Paper  – Matters to Consider in a 
Revision of International Standard on Review Engagements 2040” (the Paper). The National 
Association of State Boards of Accountancy’s (NASBA) mission is to enhance the effectiveness 
of the licensing authorities for public accounting firms and certified public accountants in the 
United States and its territories.  In furtherance of that mission, NASBA offers the following 
comments in response to the questions posed in the paper. 
 
Q1.  Is the concept of a ‘moderate level of assurance’ meaningful for practitioners? 
 
A “moderate level of assurance” is not a useful term for practitioners.  This is very clear from the 
range of responses concerning moderate level of assurance in the Paper.  While it may be what 
users of financial statements seek, a “moderate level of assurance” is meaningless since it would 
require the practitioner to make an internal guess about the anonymous external party’s 
expectations.  The definition of the level of assurance requires careful consideration by standard 
setters in a formal standard. 
 
It is suggested that “limited assurance” be the term used as an alternative.  “Limited assurance” 
would then be defined as “the form of the financial statements and applicable disclosures comply 
with the basis of accounting presented and that based on the limited procedures performed and 
the knowledge of the practitioner from other interactions with the entity that the practitioner has 
no knowledge that the financial statements which are the representations of management (or 
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alternatively, the engaging party) are materially misstated.”  Other similar wording that conforms 
to what is expected of a review with limited procedures would be acceptable as well. 
 
Stating the responsibility of practitioner as providing “limited assurance” clearly communicates 
the responsibility of the practitioner to users and to others since the procedures performed are 
less than those which would be performed in an audit.  It underscores that the readers of the 
financial statements must recognize the limits of procedures performed when using the financial 
statements for their purposes – whether the purposes be investment decisions, credit decisions, or 
other decision making. 
 
We do not believe the use of the word “moderate” is in the public’s interest. 
 
Q2.  How should a practitioner determine what constitutes a moderate level of assurance for a 
review of financial statements? 
 
The change to “limited assurance,” suggested above, means that a determination of “moderate 
assurance” is not required of a practitioner.  The issue then is what procedures would be needed 
in a review.  This would require some explanation of when the inquiry and analytical procedures, 
and possible other specified requirements, provide a reasonable basis for meeting the definition 
of “limited assurance.” 
 
Q3.  Should ISRE 2400 contain requirements and guidance to assist practitioners’ judgments at 
the pre-acceptance stage as to whether a request to undertake a review of an entity’s financial 
statements is: (a) practicable; and (b) appropriate, in the sense of being likely to meet the needs 
and expectations of the engaging party and those parties who are intended users of the report? 
 
General guidance on the issues to be weighed by the practitioner when considering acceptance of 
a review engagement is appropriate.  The guidance must, however, be of the type that aids the 
practitioner in determining whether to accept the engagement, not a set of requirements 
necessary to be met at the pre-acceptance stage. Clearly, the considerations in paragraphs 29 and 
34 of the Paper are the relevant issues for a practitioner in accepting any engagement concerning 
assurance, whether audits or reviews.  In the United States, these issues are covered in quality 
control requirements for an accounting firm for acceptance and continuance of clients.  Adding 
considerations would not be objectionable, but the question is whether they would meaningfully 
add to the standard beyond what is already required in the International Framework. 
 
The practitioner should obtain an understanding with the engaging party, preferably in writing, 
regarding the services to be performed.  The appropriateness of the type of engagement is a 
decision of the engaging entity, not the practitioner.  For example, there could be situation where 
a contract requires that the engaging party provide audited financial statements to a user,  but the 
engaging party wants the practitioner to issue a review report on the financial statements.  The 
report may not meet the needs of the user, but that is an issue for the engaging party to consider -
- and not the practitioner. 
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Q4.  Should ISRE 2400 explicitly describe the respective obligations of the entity’s management 
and those charged with governance, and of the practitioner performing the review of the entity’s 
financial statements? 
 
The engaging party, which includes both those charged with governance and management, 
clearly has responsibility for the financial statements presented.  The practitioner’s responsibility 
seems already provided within the requirements of ISRE 2400.  Beyond this, there seems to be 
little to be added.  However, it would not be objectionable to add the Paper’s paragraph 37 to 
recognize the obligations of those within the engaging party. 
 
The U.S. Statements on Standards for Accounting and Review Services (U.S. SSARS) clearly 
state the responsibilities of management for the financial statements: “These financial statements 
are the responsibility of the [entity’s] management.”  This could be added to the review report.  
In addition, U.S. SSARS states the type of procedures performed and that the practitioner 
performed these procedures in accordance with professional standards, to put the reader on 
notice of the limitations of a review. 
 
Q5. To achieve the objective of a review engagement, what factors influence the practitioner’s 
assessment of the work effort required to provide a reasonable basis for reporting the 
practitioner’s conclusion(s) on the financial statements?  To what extent are the illustrative 
detailed procedures contained in Appendix 2 to ISRE 2400 in practice? 
 
There seems to be a belief in the paragraphs leading up to this question that the engagement risk 
is higher for a review engagement than for an audit engagement.  We don’t believe that the 
engagement risk is higher for a review.  Clearly the risk that a material misstatement might not 
be detected is higher for a review engagement than for an audit due to the limited procedures 
which are performed.  However, this does not lead to a higher engagement risk due to the type of 
report and the noting of the limitation of assurance that is included in the review report.  The risk 
of material misstatement being detected does not, therefore, translate into a higher engagement 
risk. 
 
We note that the word “evidence” was used in the paragraphs leading up to Question 5 and 
wonder whether the word “evidence” is appropriate in a review engagement.  The responses to 
inquiries and the results of analytical procedures performed do not appear to meet the 
requirements of “evidence” as generally understood in assurance engagements.  
 
ISRE 2400 Appendix 2 is fine as is. The only additional factors that may apply would be in 
specialized industries. In addition to Appendix 2, a practitioner should tailor enquiries and 
analytical procedures to take into account matters unique to a specialized industry. 
 
Q6.  How should a practitioner performing a review of financial statements address engagement 
risk when performing the review? 
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The practitioner performing a review addresses engagement risk in five ways: 
 

" Was adequate acceptance or continuance addressed? 
" Were the enquiries appropriately tailored to the entity? 
" Were the analytical procedures appropriately tailored to the entity? 
" Were representations requested from the entity appropriately tailored to the entity? 
" Was any practitioner knowledge gained in other interactions used in determining 

whether the financial statements were materially misstated? 
 
The practitioner should also consider whether the client requires additional services in order to 
prepare the financial statements that are to be reviewed by the practitioner.  Whether those 
services can be provided without impairing the practitioner’s independence, or if they must be 
provided by others, needs to be considered too.   
 
Q7.  Would the nature, timing and extent of review engagement procedures be significantly 
different between a review engagement based on performance of procedures without an explicit 
assessment of risk of misstatement in the financial statements, and a review engagement where a 
risk-based approach is applied to assess and respond to those risks?  Would the costs of the 
engagement differ significantly? 
 
The answer to this question really depends on what is meant by “risk assessment” and what, if 
any, specific risk assessment procedures must be specifically performed beyond the assessment 
for acceptance or continuance of the engagement. Review standards should require a specific risk 
assessment, beyond the initial assessment of whether a practitioner has the relevant experience to 
accept the engagement. An experienced practitioner is always assessing risk, but review 
standards should not require the type of formal risk assessment that is required in an audit. 
 
Q8. In general terms, what procedures are needed to obtain an understanding of the entity’s 
internal control over financial reporting for purposes of performing a review of financial 
statements? 
 
The accountant should obtain an understanding of the accounting framework in which the books 
and records and financial statements are prepared. Adding a requirement for identification and 
assessment of the internal control would significantly increase the cost of a review engagement.  
The question is whether adding such a requirement would create a different type of review 
engagement than is currently used in the United States and whether adding such a requirement 
would result in a reduction of the risk of material misstatement being detected.  Since 
understanding (that is, identification and assessment) cannot be used to reduce substantive audit 
procedures in the United States, we believe requiring identification and assessment, which would 
not result in a change in procedures performed for review engagements, would not be 
meaningful. 
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Q9.  If the entity does not have internal controls that would prevent or detect occurrence of 
misstatements in the entity’s financial statements, what are the implications for the practitioner 
regarding the entity’s internal controls for the purpose of the review? 
 
It is possible that an entity could lack strong transactional controls, yet still be able to produce 
GAAP basis financial statements at the end of a period. A review is not intended to formally 
assess internal controls and should remain that way. 
 
Q10.  Does ISRE 2400 place appropriate emphasis on the use of enquiry as a source of evidence 
in a review engagement? 
 
ISRE places appropriate emphasis on enquiry procedures given the limited assurance 
contemplated in a review. The basic enquiries in ISRE 2400 Appendix 2 are sufficient.  
 
Q11.  Does ISRE 2400 provide sufficient guidance on how to apply analytical review procedures 
effectively in an engagement to review financial statements?  If not, what additional guidance 
might be provided to assist practitioners? 
 
Appropriately tailored analytical procedures, including the development of expectations and the 
comparison of actual with expectations, is important for providing limited assurance.  Clearly, 
expansion of the guidance in ISRE 2400 to include the requirement of developing expectations 
would be beneficial.  
 
Q12.  To what extent, if at all, do you think use of analytical review procedures in a review 
engagement should differ from that in an audit engagement? 
 
In audits, analytical procedures are only one type of audit evidence.  This being said, the 
analytical procedures should not differ between the two types of engagements. 
 
Q13.  What situations might require a practitioner performing a review to consider, based on the 
results of procedures performed to obtain evidence for the conclusion on the financial 
statements, whether performance of additional procedures is necessary to ensure that the 
engagement risk is reduced to an acceptable level? 
 
The practitioner should consider other procedures only when the enquiries, analytical 
procedures, and other representations of management lead to the conclusion that the financial 
statements may be materially misstated and other procedures are required to determine the 
adjustment to the financial statements necessary to make them not materially misstated. 
 
Often, to ensure that engagement risk is reduced to an acceptably low level, a practitioner will 
perform additional steps to determine if the books and records are prepared using a framework 
different from the financial statements.  For example, if the books and records are on a cash or 
tax basis and the financial statements are on a GAAP basis, then the accountant would need to 
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perform additional procedures to determine that appropriate modifications were made to the 
financial statements in order for them to be in conformity with the reporting framework. 
 
Q14. What factors should the practitioner consider to determine the nature and extent of further 
procedures required to reduce the engagement risk sufficiently to be able to express the 
conclusion on the financial statements? 
 
See response to Q13. 
 
Q15.  How, if at all, should a review of financial statements performed by a practitioner who is 
the entity’s auditor differ from a review of financial statements performed by a practitioner who 
is not the entity’s auditor? 
 
The review of interim financial information by an auditor includes other requirements that are 
usual for an auditor to obtain or perform for audits.  A written representation from management 
is required for review engagements in the United States.  Requiring this for all review 
engagements would clearly indicate the responsibility of the engaging entity (management and 
those charged with governance) for the financial statements.  Thus, this change to ISRE 2400 
could be beneficial in more than one way.  However, there should be no difference in the review 
itself.  In either case, the practitioner must be satisfied that sufficient evidence has been 
accumulated for a determination to be made that there is a reasonable basis for the review report.   
 
Q16.  How, if at all, should the nature, scope and extent of the work carried out for an 
engagement to review financial statements differ depending on whether or not the report issued 
for the review engagement will be made public, or be published together with the financial 
statements reviewed? 
 
There should be no difference. A review report is usually a general purpose report and the entity 
is free to distribute (“publish”) to any person.   In addition, the “For internal use” concept should 
not be used as a basis for different standards because the concept has been, and will continue to 
be, subject to abuse.   
 
Q17.  What are the key matters a practitioner performing a review of historical financial 
statements should be required to communicate with those charged with governance of the entity? 
 
The financial statements are addressed to those charged with governance.  The only other matter 
that should be required to be communicated is a finding of fraud by management.  The 
practitioner may communicate other comments and recommendations developed during the 
course of the review engagement. 
 
Q18.  How can a practitioner effectively communicate the concept of a level of assurance that is 
less than high, as obtained in a review engagement, to the intended readers or users of a review 
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report, so that they will be able to properly estimate the level of confidence they can associate 
with the review conclusion? 
 
The accountant’s report effectively communicates the responsibility of the practitioner so that 
any knowledgeable user should be aware of the level of assurance.  U.S. SSARS states explicitly 
that a review is substantially less in scope than an audit.  The responses of practitioners to 
questions on degree of confidence shown in the tables on pages 9 and 10 of the Paper illustrate 
the impossibility of communicating a level of confidence in terms of percentages or other 
numerical amounts.  The concept of “substantially less” is easy to comprehend, even though 
there would likely be differences in views as to how much less qualifies as “substantially less.” 
 
Q19.  Can the term ‘moderate level of assurance’ usefully be restated as a ‘plain language’ term 
in order to assist users of review reports to better understand the underlying message conveyed 
by the conclusion expressed in the review report? 
 
The term “moderate level of assurance” is in and of itself a “plain language term”; there is 
nothing abstruse or technical in the language.  However, the word “moderate” has several 
definitions.  One definition is “within reasonable limits, not excessive or extreme.”  Common 
usage includes “a moderate price” or “moderate temperature.” This does not define a “moderate 
level of assurance.”  Another definition is “of medium or average quantity, quality, or extent: 
mediocre.”  This latter definition does not apply to reviews unless you believe that they are 
mediocre in quality.  Thus, the term “moderate level of assurance” should not be used.  See the 
alternative in our answer to Question 1.  As stated above, we do not believe the use of the word 
“moderate” is in the public’s interest. 
 
Q20.  What form of expression of the conclusion on the financial statements in the review report 
might increase the perceived usefulness of a review as an alternative form of assurance 
engagement? 
 
No alternative form appears feasible to provide increased usefulness of the report.   
 
Q21. Given the limited work effort ordinarily undertaken for a review engagement (i.e. enquiry 
and analytical review procedures), what level of detail is appropriate to properly inform readers 
or users of the review report about the scope of the review engagement and the work undertaken 
for the engagement?  Should practitioners be permitted to use a flexible format for their review 
reports to communicate the nature of work undertaken? 
 
Practitioners should not be able to use a flexible format for their report.  The report should 
provide limited assurance with no additional detail.   
 
Q22.  Do the review engagement standards need to be complete in themselves so that they ‘stand 
alone’ as standards separate from ISAs?  If so, which aspects of the ISAs should be incorporated 
into the review engagement standards? 
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The International Standards on Review Engagements should be complete within themselves with 
no references to International Standards on Auditing.  This would clearly delineate the two types 
of engagements and remove any belief by either practitioners or users that the review 
engagement is associated with an audit engagement.  Recently, the American Institute of 
Certified Public Accountants’ Accounting and Review Services Committee did this for SSARS, 
to completely remove any references to U.S. Statements on Auditing Standards.  This would also 
aid practitioners in using standards. 
 
We appreciate the opportunity to comment on the “Consultation Paper: Matters to Consider in a 
Revision of the International Standard on Review Engagements 2400,” and hope our suggestions 
will prove helpful to you. 
 
Sincerely, 

 
Thomas J. Sadler, CPA 
NASBA Chair  

 
David A. Costello, CPA 
NASBA President & CEO 
 
 


