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Guidance on the IRBA Rule on Enhanced Auditor Reporting for
the Audit of Financial Statements of Public Interest Entities

This publication has been prepared with the assistance of the Independent Regulatory Board
for Auditors’ (IRBA) Committee for Auditing Standards. It does not constitute an authoritative
pronouncement from the IRBA; nor does it amend or override the International Standards on
Auditing, the South African Auditing Practice Statements or the South African Guides or the
IRBA Rule on Enhanced Auditor Reporting for the Audit of Financial Statements of Public
Interest Entities (collectively called pronouncements).

Furthermore, this publication is not meant to be exhaustive. Reading it is not a substitute for
reading the abovementioned pronouncements, as they are the authoritative texts.
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INTRODUCTION

1.  The Independent Regulatory Board for Auditors’ (IRBA) Board approved and prescribed an
IRBA Rule on Enhanced Auditor Reporting for the Audit of Financial Statements of Public Interest
Entities (EAR Rule) (refer to Appendix 1). The EAR Rule prescribes additional disclosures in the
independent auditor’s report on the audit of annual financial statements of public interest entities
(PIEs), as defined in the IRBA Code of Professional Conduct for Registered Auditors (Revised
April 2023) (IRBA Code), as amended.

2. Refer to Board Notice 475 of 2023 and Government Gazette No. 49309 of 15 September 2023,
for the publication of the EAR Rule.

3. Emanating from the development of the EAR Rule, the CFAS then approved a project to develop
and issue guidance on application of the EAR Rule, in the form of a Staff Audit Practice Alert
(the Alert). This Alert contains guidance on how auditors may apply the EAR Rule in their
independent auditor’s report on the audit of financial statements of PIEs.

4.  The table below provides an overview of the guidance contained in the Alert.

‘ Aspect of the EAR Rule Nature of the Guidance

(a) Final materiality An explanation of the final materiality disclosed and how the auditor
may describe the significant judgements applied in determining

materiality, using language that is understandable to all users.

Scope of the audit of group
financial statements

This describes considerations in disclosing the scope of the audit in the
context of group audits, as defined in the International Standard on
Auditing (ISA) 600 (Revised), and the significant judgements applied by
auditors in determining the group audit scope.

(c)

A description of how the auditor
evaluated management’s assess-
ment of the entity’s ability to
continue as a going concern,
where a material uncertainty
related to going concern exists

The Alert uses the existing guidance on Key Audit Matters (KAMs)
contained in ISA 701 when describing how the auditor evaluated
management’s assessment.

(d)

KAMs for public interest entities,
as well as outcomes and
observations for Key Audit Matters

A consideration of existing guidance on KAMs and guidance on avoiding
discrete opinions on separate elements of the financial statements by
giving examples of how outcomes and/or observations can be
described in the KAMs, as well as the wording that can be avoided.

()

Fee-related matters

The Alert applies the International Ethics Standards Board for
Accountants’ (IESBA) guidance on fee-related matters, including
considerations of what defines “fees”. It also describes the application
of the EAR Rule on fees for group audit and joint audit situations.

SCOPE OF THE EAR RULE

5. The EAR Rule applies to the audit of annual financial statements of PIEs, as defined in the IRBA
Code. The term “annual financial statements” refers to the financial statements prepared by the

Page 3 of 32



Staff Audit Practice Alert 9: IRBA Rule on Enhanced Auditor Reporting for the Audit of Financial Statements

entity on an annual basis, in accordance with either a general purpose framework or a special
purpose framework (whichever may be applicable).

6. The corresponding figures' approach, as defined in ISA 710, Comparative Information —
Corresponding Figures and Comparative Financial Statements, is generally applied in South
Africa. Accordingly, the auditor’s opinion on the financial statements only refers to the current
period figures. The inclusion of the comparative information when making disclosures arising
from the EAR Rule in the independent auditor’s report is not required.

7. Examples of comparative information that may be included in an independent auditor’s report,
for the benefit of a user’s understanding, include the:

e Prior-period final materiality amounts;
e Prior-period materiality benchmark applied, where there is a change in the benchmark; and
¢ Number of components in the scope in a group audit in the prior-period.

The above list is not exhaustive. Auditors may apply their professional judgement in determining
which other comparative information would be of benefit to users.

ENHANCED AUDITOR REPORTING FOR ENTITIES THAT ARE NOT PUBLIC INTEREST ENTITIES

8. While the EAR Rule is not applicable to audits of entities that are not PIEs, auditors of non-PIEs
may make voluntary additional disclosures in the independent auditor’s report, as set out in the
EAR Rule. In those circumstances, the guidance in this Alert may be applied without making
reference to the EAR Rule.

PLACEMENT OF ADDITIONAL PARAGRAPHS IN THE INDEPENDENT AUDITOR’S REPORT

9. The additional disclosures required by the EAR Rule are other reporting responsibilities, as
described in ISA 700.43-45. Also, ISA 700.43 allows for the other reporting responsibilities to
be presented under the same section as the related report elements required by the ISAs, where
the other reporting responsibilities address the same topics. Where the other reporting
responsibilities do not address the same topics as those presented under the reporting
responsibilities required by the ISAs, then the other reporting responsibilities are disclosed in
the Other Legal and Regulatory Requirements section of the independent auditor’s report.
Additionally, ISA 700.44 allows for other reporting responsibilities to be presented in the same
section as the related report elements required by the ISAs, provided the independent auditor’s
report clearly differentiates the other reporting responsibilities from the reporting required by
the ISAs.

10. ISA 700.28(b) requires the Basis for Opinion section to refer to the section of the auditor’s report
that describes the auditor’s responsibilities under the ISAs. Paragraphs 37-40 in ISA 700 contain

' ISA 710.6(b) defines corresponding figures as comparative information where amounts and other disclosures for the
prior period are included as an integral part of the current period financial statements, and are intended to be read only
in relation to the amounts and other disclosures relating to the current period (referred to as “current period figures”).
The level of detail presented in the corresponding amounts and disclosures is dictated primarily by its relevance to the
current period figures.
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the requirements for the information to be included in the Auditor’s Responsibilities for the Audit
of the Financial Statements section of the independent auditor’s report.

Accordingly, the matters noted below may therefore be disclosed, as required by the EAR Rule,
under the Basis for Opinion section or in the Auditor’'s Responsibilities for the Audit of the
Financial Statements section of the independent auditor’s report:

e The final materiality amount determined by the auditor for the financial statements as a
whole and an explanation of significant judgements made by the auditor in determining this
materiality. The related reporting elements would be those described in ISA 700.38(c).
Application paragraph A53 further explains that an auditor may also consider it useful to
provide additional information in the description of the auditor’s responsibilities, beyond
what is required by ISA700.38(c).

e The scope of the audit of group financial statements, as defined in ISA 600 (Revised), and
any significant judgements applied in this determination may be disclosed under the Basis
for Opinion section. Where ISA 600 (Revised) applies, the related reporting elements would
be those described in ISA 700.39(c), which requires the auditor to further describe their
responsibilities in a group audit engagement by stating certain matters. Such matters
include the auditor’s responsibilities to plan and perform the group audit to obtain sufficient
appropriate audit evidence regarding the financial information of the entities or business
units within the group as a basis for forming an opinion on the group financial statements.

Where the auditor has concluded that the going concern assumption is appropriate, but a
material uncertainty related to going concern exists, the additional disclosure and the
description of how the auditor evaluated management’s assessment of the entity’s ability to
continue as a going concern can be disclosed with the related reporting elements required by
ISA 570.22.

Additional disclosures about the outcome of audit procedures or key observations with respect
to KAMs can be disclosed in the KAMs section in the independent auditor’s report, as these are
related reporting elements, and this is permissible per ISA 701.A46. The introductory paragraph
in the KAMs section of the independent auditor’s report should clearly indicate that the
disclosure of the outcomes of audit procedures or key observations is prescribed through the
EAR Rule.

The disclosure of certain fee-related matters is not a specific requirement of the ISAs or linked
to other reporting elements required by the ISAs in the independent auditor’s report. As such,
the reporting of these fee-related matters would still be an “other reporting responsibility” and
the requirements of ISA 700.43 and ISA 700.45 would then be applicable. Therefore, the
additional disclosure in the independent auditor’s report may be included under the “Report on
Other Legal and Regulatory Requirements” section of the independent auditor’s report.

IMPACT ON THE EAR RULE WHERE THE INDEPENDENT AUDITOR’S OPINION IS MODIFIED

15.

Set out below are considerations of circumstances that are appropriate to make the disclosures
required by the EAR Rule when a modified audit opinion is expressed.
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EAR Rule Qualified Adverse Disclaimer
Opinion Opinion of Opinion

Final materiality Yes Yes No®
Group audit scope Yes Yes No"
Auditor’s evaluation in response to a material uncertainty Yes™ Yes™ No™
KAM outcomes and observations Yes™ Yes™ No®
Fee-related matters Yes Yes Yes

* ISA705.26 states that when an auditor disclaims an opinion, no reference is made to the section of the auditor’s
report where the auditor’s responsibilities are described; thus, the disclosure of the EAR Rule in respect of final
materiality and the group audit scope would not be appropriate. ISA 705.29, read together with ISA 705.A26,
states that unless required by law or regulation, no KAMs are permitted to be included in the auditor’s report
when a disclaimer of opinion is expressed; therefore, the EAR Rule with regard to KAMs would not be applicable.

** The International Auditing and Assurance Standards Board commented, in paragraphs 88-89 of the ISA 570
(Revised) Exposure Draft, that, in its view, where a disclaimer of opinion is expressed, the auditor should not
provide further information about going concern; thus, disclosures regarding the auditor’s response to a material
uncertainty in respect of the EAR Rule would not be appropriate.

*** |SA 701.12 states that the auditor shall not communicate a KAM where the basis for modifying the audit report is
directly related to the matter that would be communicated as a KAM. ISA 701.15 expands further to state that
although a matter giving rise to a modification or where a material uncertainty related to events or conditions that
may cast significant doubt on the entity’s ability to continue as a going concern, in accordance with ISA 570
(Revised), are by their nature KAMs, these shall not be described in the KAMs section of the independent auditor’s
report. Accordingly, only KAMs that are not linked to the modifications nor to a material uncertainty related to
going concern are disclosed in the independent auditor’s report to which the EAR Rule would apply.

Final Materiality

The EAR Rule requires auditors of PIEs to disclose, in the independent auditor’s report for audits
of annual financial statements, the final materiality amount determined by the auditor for the
financial statements as a whole. The auditor is also required to disclose an explanation of
significant judgements made in determining this materiality.

Final materiality is the amount referred to in ISA 450.10, Evaluation of Misstatements Identified
During the Audit. The ISAs require the auditor to reassess materiality for the financial statements
determined in accordance with ISA 320, to confirm whether it remains appropriate in the context
of the entity’s actual financial results, so as to form an opinion on the financial statements. It is
thus the final reassessed materiality that is disclosed in the independent auditor’s report, as
required by the EAR Rule.

In the context of final materiality disclosed, the auditor is required to disclose an explanation of
the significant judgements made in determining final materiality. Examples of significant
judgements may include:

e The benchmark applied in determining materiality;
e The rationale for the chosen benchmark; and
e The percentage applied to the benchmark.

The above list is not exhaustive. Auditors can apply their professional judgement in describing
the significant judgements made.
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19. Refer to Appendix 2 for examples of how the final materiality and the explanation of significant
judgements may be disclosed in the independent auditor’s report.

20. To avoid confusion, the EAR Rule does not require disclosure regarding performance materiality
thresholds applied in audits of financial statements or group financial statements.

(b) Scope of the Audit of Group Financial Statements

21. The EAR Rule requires auditors of PIEs to disclose, in the independent auditor’s report for audits
of annual financial statements, the scope of the audit in the context of group financial
statements? and any significant judgements applied in this determination.

22. The scope of the group audit is tailored to the particular circumstances of the group that is
subject to an audit. Examples of disclosures about the scope of the group audit may include:

e The number of components and the type of audit work performed on the financial
information of those components, which may also include whether the group relies on
shared service centres and the extent of testing performed by those centres.

e The coverage of revenue, total assets and profit before tax or other relevant materiality
benchmarks achieved.

e Procedures performed over residual components not scoped in for group reporting.

This list is not exhaustive. Auditors can apply their professional judgement in describing the
scope of a group audit.

23. An explanation of significant judgements may also include the examples that are described in
of ISA 600.A51 (Revised).

24. Refer to Appendix 2 for examples of how the scope of the group audit and the explanation of
significant judgements may be disclosed in the independent auditor’s report.

(c) Evaluation of Management’s Assessment Where a Material Uncertainty related to Going
Concern Exists

25. The EAR Rule requires auditors of PIEs to disclose, in the independent auditor’s report for audits
of annual financial statements, a description of how the auditor evaluated management’s
assessment of the entity’s ability to continue as a going concern. This applies where the
auditor, in accordance with ISA 570 (Revised), has concluded that the going concern
assumption is appropriate, but a material uncertainty exists related to events or conditions that
may cast significant doubt about the entity’s ability to continue as a going concern and adequate
disclosure about the material uncertainty is made in the financial statements.

26. A material uncertainty related to going concern is an uncertainty related to events or conditions
that, individually or collectively, may cast significant doubt on the entity’s ability to continue as
a going concern, where the magnitude of its potential impact and the likelihood of occurrence
are such that appropriate disclosure of the nature and implications of the uncertainty is
necessary for:

2 Group financial statements are defined in ISA 600 (Revised).
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In the case of a fair presentation financial reporting framework, the fair presentation of the
financial statements; or

In the case of a compliance framework, the financial statements not to be misleading®.

Application material in ISA 570 (Revised) gives examples of events or conditions (financial,
operating and other, such as legal) that, individually or collectively, may cast significant doubt
on the entity’s ability to continue as a going concern. These examples (which are not all-
inclusive, while the existence of one or more does not always signify that a material uncertainty
exists*) include the following:

Net liability or net current liability position;

Indications of withdrawal of financial support by creditors;

Negative operating cash flows indicated by historical or prospective financial statements;
Adverse key financial ratios;

Substantial operating losses or significant deterioration in the value of assets used to
generate cash flows;

Management intentions to liquidate the entity or cease operations;
Loss of a major market, key customer(s), franchise, license or principal supplier(s);
Shortages of important supplies; and

Pending legal or regulatory proceedings against the entity that may, if successful, result in
claims that the entity is unlikely to be able to satisfy.

The following elements could be utilised in describing how management’s assessment of the
entity’s ability to continue as a going concern® was evaluated by the auditor:

Reference to the related disclosure(s) about material uncertainty related to going concern.
An overview of the procedures performed.
An indication of the outcome of the auditor’s procedures.

Aspects of the auditor’s response or approach that were most relevant to the events or
conditions that may cast significant doubt on the entity’s ability to continue as a going
concern.

Key observations with respect to the events or conditions that may cast significant doubt
on the entity’s ability to continue as a going concern.

The amount of detail to be provided in the independent auditor’s report is a matter of
professional judgement. Thus, the auditor may consider factors such as the nature and extent
of the audit procedures performed, as well as the level of subjectivity, complexity and estimation
uncertainty involved in management’s assessment®.

ISA (UK) 570 Going Concern, paragraph 9-2(b).

ISA 570 Going Concern, paragraph A3.

ISA 570 Exposure Draft: Proposed International Standard on Auditing 570 (Revised 202X) Going Concern and Proposed
Conforming and Consequential Amendments to Other ISAs, paragraph A73.

ISA 570 Exposure Draft 2023, paragraph A74.
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30. The auditor may describe how management’s assessment of the entity’s ability to continue as a
going concern was evaluated by using language that is specific to the entity’s circumstances,
responsive to the related disclosure(s) in the financial statements, does not contain or imply
discrete opinions on separate elements of the financial statements, and does not obscure that
a material uncertainty exists’.

31. Care may be necessary to avoid providing original information about the entity in the description
of how the auditor evaluated management’s assessment of the entity’s ability to continue as a
going concern. Original information is any information about the entity that has not otherwise
been made publicly available by the entity (e.g. what has not been included in the financial
statements or other information available at the date of the independent auditor’s report or
addressed in other oral/written communications by management or those charged with
governance (TCWG), such as a preliminary announcement of financial information or investor
briefings®). If additional information is considered necessary to enhance users’ understanding,
the auditor may encourage management or TCWG to disclose the information in the annual
financial statements or make it publicly available, rather than the auditor providing it in the
independent auditor’s report.

32. Appendix 2 includes examples of how to describe the evaluation made by management in the
assessment of the entity’s ability to continue as a going concern. These examples of disclosures
are not specifically in the context of a material uncertainty, as required by the EAR Rule, but can
still be used as guidance on how to describe management’s assessment.

(d) Communicating Key Audit Matters and the Outcome of Audit Procedures or Key
Observations with respect to the Key Audit Matters

33. The EAR Rule requires auditors of PIEs to disclose, in the independent auditor’s report for audits
of annual financial statements, Key Audit Matters, as defined in and in accordance with ISA
701, Communicating Key Audit Matters in the Independent Auditor’s Report, and the outcome
of audit procedures or key observations with respect to the KAMs.

34. ISA 701 applies to audits of complete sets of general-purpose financial statements of listed
entities and when the auditor otherwise decides to communicate KAMs in the independent
auditor’s report. This ISA also applies when the auditor is required by law or regulation to
communicate KAMs in the independent auditor’s report®. In communicating KAMs for public
interest entities, the auditor can therefore apply the requirements of ISA 701.

35. Disclosure of the outcome of the audit procedures performed or key observations made in
addressing the KAMs is permissible, but is not a requirement in ISA 701. The extent of detail
that may be provided in the independent auditor’s report to describe how a KAM was addressed
in the audit is a matter of professional judgement. The auditor may describe the following:

e Aspects of the auditor’s response or approach that were most relevant to the matter or
specific to the assessed risk of material misstatement.

o A brief overview of the procedures performed.

7 ISA 570 Exposure Draft 2023, paragraph A75.
8 ISA 701, paragraph A35.
® ISA 701, paragraph 5.
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¢ An indication of the outcome of the auditor’s procedures.
e Key observations with respect to the matter™.

KAMs that have key observations or outcomes of the audit procedures performed could be
more useful than those without, as the user is then able to identify what the auditor found after
responding to the matters that were of most significance in the audit. Examples of key
observations that have been included in the KAMs section of independent auditor’s reports are
as follows:

¢ No material differences were noted.
e We found management’s model to be consistent with industry practice.
e We did not note any aspect requiring further consideration in this regard.

e We accepted management’s assumptions as falling within acceptable ranges of our
independent calculation.

e Based on our work performed, we accepted management’s basis for determining the
incremental borrowing rate.

ISA 701.A46 provides guidance on the extent of detail to be provided in the independent
auditor’s report in describing how a KAM was addressed. This paragraph also states that law,
regulation or national standards may prescribe a specific form or content of the descriptions,
which may include an indication or outcome of the auditor’s procedures and key observations
with respect to the matter.

The auditor may include key observations or outcomes in each KAM by using language that is
specific to the entity’s circumstances and responsive to the related disclosure(s) in the financial
statements.

Professional judgement needs to be applied, to consider whether including outcomes and
observations for certain audit procedures may not be appropriate, and that could entail:

¢ Providing an outcome or observation in respect of controls tested where the auditor does
not express an opinion on the entity’s controls.

¢ Including audit procedures in a KAM related to matters that have resulted in an adverse
opinion.

In accordance with ISA 701.A47, care may be necessary so that the language used by the
auditor does not contain or imply discrete opinions on separate elements of the financial
statements; and does not imply that the matter has not been appropriately resolved by the
auditor in forming an opinion.

Examples of the wording that might imply discrete opinions on separate elements of the financial
statements or give a qualitative view on areas of the financial statements may include:

e “As aresult of all the above procedures, we agreed with management’s assessment that
no impairment of goodwill is required to be recognised at 30 June 20XX.”

0 Paragraph A46 of ISA 701.
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e “Based on our procedures performed, we concluded that revenue was recognised in
accordance with the requirements of IFRS 15, Revenue from Contracts with Customers.”

Whether an outcome or observation is to be included for every procedure or an overall
outcome/observation is to be included for the KAM is a matter of professional judgement; and
the outcome/observation should provide insight into the audit.

When the outcome or observation to be included relates to a specific procedure, it would be
aligned to the related procedure. For example:

e Where the auditor recomputes management’s calculation for mathematical accuracy, an
appropriate outcome or key observation may be articulated as follows: “We tested the
mathematical accuracy of the calculation and found no material differences.”

e When testing a valuation, where the auditor has developed a range of acceptable discount
rates, the auditor could give insight by stating the following: “We found that the discount
rate used by the directors fell within our range of acceptable discount rates.”

e Care should be taken that in forming an opinion, the auditor does not imply that the matter
has not appropriately been resolved. An example would be: “The earnings multiples used
in the valuation were not reasonable when compared with those of comparable entities in
the same industry, taking into account recent market transactions.” In such an instance,
the outcome of the auditor’'s procedures may need to describe how differences were
resolved or how this impacted their audit approach, where relevant. That could then be
expressed as follows: “The earnings multiples originally used in the valuation were not
reasonable when compared with those of comparable entities in the same industry, taking
into account recent market transactions. We discussed this with management, which
subsequently revised the earnings multiples in its valuation.”

When an overall outcome or observation is to be included for the KAMs, care should be taken
not to conclude on any individual elements of the financial statements or the KAM, and to avoid
giving qualitative views. Examples of an overall outcome or observation may be:

e “Based on the procedures performed on the impairment assessment of goodwill arising
from business combinations, as listed above, we did not identify any matters requiring
further consideration.”

o “We found no material errors from our testing.”

The auditor may avoid general conclusions such as “we concluded that revenue recognition
was reasonable”.

If the auditor identified material errors related to the KAMs that were not corrected in the
financial statements, this would be considered in the modification of the audit report, in terms of
ISA 705. If the errors found are not material, they may be included in the list of uncorrected
audit misstatements.

Refer to Appendix 2 for examples of how the key observations and outcomes of procedures on
KAMs may be disclosed in the independent auditor’s report.
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Fee-Related Matters

The EAR Rule requires auditors of PIEs to disclose, in the independent auditor’s report for audits
of annual financial statements, specific fee-related matters, where the preparer has not
disclosed these in the annual financial statements or the annual report.

The required disclosures are intended to operationalise the requirements of R410.31 of the IRBA
Code.

In January 2022, the IESBA released guidance for professional accountants in public practice
(IESBA Staff Q&A: Revised Fee-Related Provisions of the Code) that, explains aspects of the
revised fee-related provisions in the IESBA Code.

Audit fees in relation to a joint audit include the total audit fees for the joint audit, as well as the
fees charged by all the auditors involved in the audit. If these have not been disclosed in the
financial statements, the auditor may disclose an aggregate of the fees and indicate their portion
of the total fees in the independent auditor’s report.

Fees for non-audit/assurance work (including work that is required by laws and regulations) form
part of the required disclosure.

The Institute of Chartered Accountants in England and Wales published a technical release titled
Disclosure of Auditor Remuneration. Although the document is aimed at giving guidance on how
preparers would disclose auditor’s remuneration in the financial statements, an appendix
provides useful insights that the auditor may consider in disclosing fees in the independent
auditor’s report, where management has not disclosed the fees in the financial statements.

The auditor may consider the need to reconcile the “fees” disclosed in the independent auditor’s
report to the fees reported to the IRBA in the firm’s annual declaration.
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APPENDIX 1

Board Notice 475 of 2023 and Government Gazette No. 49309 of 15 September 2023

IRBA RULE ON ENHANCED AUDITOR REPORTING FOR THE AUDIT OF FINANCIAL
STATEMENTS OF PUBLIC INTEREST ENTITIES

In accordance with Section 10 of the Auditing Profession Act No. 26 of 2005, as amended (the Act),
the Independent Regulatory Board for Auditors (IRBA) may, by notice in the Government Gazette,
prescribe rules with regard to any matter that is required or permitted to be prescribed in terms of the
Act. The IRBA hereby prescribes the IRBA Rule on Enhanced Auditor Reporting for the Audit of
Financial Statements of Public Interest Entities (The EAR Rule).

The EAR Rule'

For audits of annual financial statements of public interest entities, as defined in the IRBA Code of
Professional Conduct for Registered Auditors (Revised April 2023), as amended (IRBA Code), the
audit firm shall disclose in the independent auditor’s report:

a.

The final materiality amount determined by the auditor for the financial statements as a whole?.
The auditor shall also disclose an explanation of significant judgements made by the auditor in
determining this materiality.

The scope of the audit of group financial statements, as defined in the International Standard on
Auditing (ISA) 600 (Revised) Special Considerations — Audits of Group Financial Statements
(Including the Work of Component Auditors), and any significant judgements applied in this
determination.

A description of how the auditor evaluated management’s assessment of the entity’s ability to
continue as a going concern, where the auditor, in accordance with ISA 570 (Revised) Going
Concern, has concluded that the going concern assumption is appropriate, but a material
uncertainty exists related to events or conditions that may cast significant doubt about the entity’s
ability to continue as a going concern and adequate disclosure about the material uncertainty is
made in the financial statements.

Key Audit Matters (KAMs), as defined in and in accordance with ISA 701 Communicating Key
Audit Matters in the Independent Auditor’s Report, and the outcome of audit procedures or key
observations with respect to the KAMs.

Where the disclosure has not been made by the preparer in the annual financial statements or
the annual report, the following fee-related matters?:

i. Fees paid or payable to the firm and network firms for the audit of the financial statements
on which the firm expresses an opinion.

i. Fees, other than those disclosed under (e)(i), charged to the client for the provision of
services by the firm or a network firm during the period covered by the financial statements
on which the firm expresses an opinion. For this purpose, such fees shall only include fees
charged to the client and its related entities over which the client has direct or indirect
control that are consolidated in the financial statements on which the firm will express an
opinion.
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iii. Any fees, other than those disclosed under (e)(i) and (ii), charged to any other related
entities over which the audit client has direct or indirect control for the provision of services
by the firm or a network firm, when the firm knows or has reason to believe that such fees
are relevant to the evaluation of the firm’s independence.

iv. If applicable, the fact that the total fees received by the firm from the audit client represent,
or are likely to represent, more than 15% of the total fees received by the firm for two
consecutive years, and the year that this situation first arose.

Effective Date

This IRBA Rule is effective for audits of financial statements for periods ending on or after
15 December 2024. Early adoption is permitted.

Notes

" This IRBA Rule should be considered in the context of the ISAs.

2 Paragraph 10 of ISA 450, Evaluation of Misstatements Identified During the Audit, requires the auditor to reassess
materiality for the financial statements determined in accordance with ISA 320, to confirm whether it remains appropriate
in the context of the entity’s actual financial results. The materiality to be disclosed should be the materiality for the
financial statements as a whole.

3 This IRBA Rule is in alignment with R410.31 of the IRBA Code. The exception in R410.32 will apply, where applicable.
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APPENDIX 2

EXAMPLES OF ADDITIONAL DISCLOSURES

The illustrations provided below have been included as guidance on how the additional disclosures
required by the EAR Rule can be disclosed in the independent auditor’s report. They, however, are
not specific or limited to the EAR Rule; therefore, professional judgement would need to be applied,
to ensure that only the disclosures applicable to the EAR Rule are included in the independent
auditor’s report. These illustrations will age, may be superseded with latest auditor’s reports and may
not be copied.

(@) Final Materiality

Materiality disclosures in the Rolls-Royce Plc Annual Report

Materiality

The scope of our audit was influenced by our application of materiality. We set certain quantitative thresholds for materiality. These,
together with qualitative considerations, helped us to determine the scope of our audit and the nature. timing and extent of our audit
procedures on the individual financial statement line items and disclosures and in evaluating the effect of misstatements, both
individually and in aggregate on the financial statements as a whole.

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows:

Financial statements - group Financial statements - company
Overall £80m (2021: £80m). £70m (2021: £76m).
materiality
How we Based on approximately 0.6% of five year average Based on approximately 1.0% of five year average
determined it | underlying revenues from continuing operations (2021: | revenues (2021: Based on approximately 1.0% of four
approximately 0.6% of four year average underlying year average revenues)
revenues from continuing and discontinued
operations)
Rationale for We have consistently used underlying revenue to We determined our materiality based on total assets,
benchmark determine materiality as opposed to a profit based which iIs more applicable than a performance-related
applied benchmark. This is because there is considerable measure as the company is an investment holding
volatility in profit before tax as a result of revenue company for the group. The higher company
recognition under IFRS 15 and from the fair value materiality level was used for the purposes of testing
movement in the group’s derivatives. Underlying balances not relevant to the group audit, such as
revenue continues to be a key performance metric for investments in subsidiary undertakings and
the group and is more stable than the profit metric. intercompany balances.
However, from 2020 COVID-19 introduced additional
volatility that impacted benchmarks. To mitigate this
we have used a five year average underlying revenue
measure to calculate materiality. ITP Aero, which was
classified as a discontinued operation, has now been
sold and therefore we have excluded its contribution
to revenue over this five year period in determining
our materiality.

For each component in the scope of our group audit, we allocated a materiality that is less than our overall group materiality. The range
of materiality allocated across components was between £4m and £67m. Certain components were audited to a local statutory audit
materiality that was also less than our overall group materiality.

Source: Rolls-Royce Plc Annual Report 2022, page 152.""

" https://www.rolls-royce.com/~/media/Files/R/Rolls-Royce/documents/annual-report/2022/rr-plc-annual-report-2022.pdf.
Accessed 08/08/2023.
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Materiality disclosures in the Harbour Energy Plc Annual Report

Materiality

The magnitude of an omission or misstatemant that, individually or in the aggragate, could masonably be axpected to influence the economic
decisions of the users of the financial stataments. Matariality provides a basis for determining the natuna and exdent of our audit procedures.

O key criterion in deterrmining matarality remains our paception of the needs of Harbour's stakeholders. We consider which eamings, actiity or
capital-basad messure aigns bast with the expectations of the usars of Harbour's financial staterments. In doing 50, we apply a ‘masonabla imestor
perspectiva’, which reflects our understanding of the common financial information needs of the members of Harbour &3 a group, We consider EBITD8,
adusted far the impact of any nan-recuming tems, to ba consistent with the type of maasures that are tha primary focus of Harbaur's imestors,

We determined that the basis of planning materiality should be earmings before interast tax, depreciation, impairmants and amaortization,
adusted to exclude exploration cost wite-off but inchuding exploration and evaluation expenses and new vertures (adjusted EBITDA),
normalised to reflect the price volatility seen in 2022 [normalised adjusted EBITDA). W believe that adjustad EBITDA prosides us with &
measure that is of particular focus to sharsholders and is closely linked to baoth the metric used in the covenant included in the Group's
major loan agreement and the key parformance indicator for the Group, EBITDAY. Messures such as EBITDAY are a primary indicator of
compary valuation and cash flow generation across the upstream oil and gas sactor.

In datermining the use of a normalised measure, we recognised oil and gas prices have been at particularty high levels during 2022 as e
result of high demand caused by the pandemic receding and the war in Ukraine. The views of ecanomist and market participants are that

T4 Hartaur Exergy plc
Anmual Bepori & kooounts 2027

Elrategic report Govermnanoe Financial statemens Additional information

this short-tarm increase in oil prices i from the management of supply of oil and gas in the market which will be addressad over tima.
Given this, we beliews a normalizad measure is most approprists to evold setting our materiality &t & leved that is not representative of
a maore normal level of ol and gas pricing anticipated ower the medium term.,

Based on the abovwe, we determined materiality for the Group to be $93 milion (2021: 57 million], which is 2.9% of normalised adjusted
EBITD of 3,185 milion (2021: 2 4% of adustad EBITOW of $2,384 million}, The reason for the increasad materiality from |ast year relstes
tothe increased profitability of the Group, even allowing for the impact of price normalisation.

'We datermined materiality for the parent compary to be $46.7 milion (2021; $37.9 milian), which is 0.7% (2021; 0.5%) of total assats.

m 54,011 million [EBITOWK)

w Less amustments reated (oo N
= Exploration and evaiusticn EXpeSes and naw ventures af $3:0 million

= Nommalisation of §78E million J

"

w Basis noamalksan aopusied EBITDA of $3,1B5 mmon
w Materimity ar $93 million |2,9% of matedaiy basis)

During the cownse of cur sudit, we roassessed initial materiality and found no reason 1o change fram our oniginal assessmant ot planning,

Source: Harbour Energy Plc Annual Report & Accounts 2022, pages 114-115."?

12 https://www.harbourenergy.com/media/w4lcauvd/hbr-ara-22-new.pdf. Accessed 08/08/2023.
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Materiality disclosures in the Marks and Spencer Group Plc Annual Report

6. DUR APPLICATION OF MATERIALITY
6.1. Materiality
we define materiality as the magnitude of Materiality £24.0 million (2072 £25.0 million) £21.6 million (2022: £332 5 million)

Group financial statements Farent Company firancial statements

misstatermnent in the financial statements Basls o We consider the following We have uged 3K of net assets in
that makes it probable that the economic determining  metrics in the current and bath the current and the prior
decisions of a reasonably knowledgeable materiality pricr period: peried, capped at 90% of Croup
personwould be changed arinfluenced. ~ profit before tax and materiality, s the basis for

We use materiality both in planning the ajusting items; raterialicy.

scope of our audit work and inevaluating - earnings before Interest, bax,

the results of ourwork depreciation and amartisation

Based on our professional judgerment, we . gﬁ:ﬁ:‘l and

determined materiality for the financial

statements as a whole as follows: In the current period we 2lzo
considered profit before e,
Lizing professional judgement,
we determined materiality to be

£24.0m.
Ratlonale Indetermining our benchmark  Net assets s used as the
Tar the Fosr mEtEnEllry.“mﬂSldErEﬂE Eenchirmark as the Parent
benchmark nurmnber of differant metrics Cormpany operates primarily as a
applied used by irvestors and other helding company for the Croup
regders af the and we therefore consider this as
fimarcial statements. thie HE‘}"mEt”E'ﬂr thie Parent
C o pant.
Metric % pan
We capped materiality at 90% of
Profit before tax 50 | GCroupmateriality to reduce the
risk of & materlal error arising as a
:r,"g't BRI 50 reguitef the conselidation of the
Parent Companys resultin the
adjuating ems Croup tinancial statements.
EBITDA 23
Rewvenue oz

Source: Marks and Spencer Group Plc Annual Report & Financial Statements 2023, page 140."3

18 https://corporate.marksandspencer.com/sites/marksandspencer/files/2023-06/M-and-S-2023-Annual-Report.pdf.
Accessed 08/08/2023.
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Materiality disclosures in the Barclays Plc Annual Report

Materiality
(Item 6 below)

The scope of aur work is influenced by our
view of materiality and our assessed risk of
rmaterial misstaterment.

We have determined overall materiality for
the Barclays PLC Group to be £275m
(FY21: £230m).

Akey judgernent in determining materiality
land performance materiality) is the
appropriate benchmark to select, based on
our perception of the needs of
shareholders. We considered which
benchrnarks and key perfarmance
indicators have the greatest bearing on
shareholder decisions.

We determined that profit before tax
remains the key benchmark for the
Barclays PLC Group. For FY21 we
normalised profit before tax downward by
£2.3bn to adjust for the fact that ECL
charges were considered abnormally low
as the economy recoverad from the
COVID-19 pandemic. For FY22 we did not
norrmalise profit before tax. This is
reflective of the impact of COVID-190on
ECL being less pronounced in the current
period. This change is a driver of the
increasein materiality in 2022, As such, for
FY22 we based our materiality on profit
before tax, of which it represents 3.9%
IFY21: 3.8% of normalised FBT)

We have determined overall materiality for
the Parent Company to be £260m (FY21:
£225m). Materiality for the Parent
Company financial statements was
determined with reference to a benchmark
of net assets of which it represents 0.5%
(FY21:0.4%).

Normalised profit before tax from
continuing operations €7,012m
(2021 normalised PET-£6.071m)

W Frofit before

tax rom
cantingirg
operations

u Group
materiaity

£7,012

E275

E£275m

Wirole financial
staternants materalty
2021 E230m|

E170m

Highest companent rmateriaity
Ranne af materiality Tor

the Fhee companents
|E100m-E170m|

1202 1: EPSrm-ELT0m)

EL3m
Mgt atarnanits regorted o the
Board Auwdt Corrmittes

C 2021 €11l

I I waith cur audit rmsthodalegy, our proceduras an
ndividual sccount balances and disclosures were performed
to & lewer threshold, perfarmance materality, o as to educe
Lo an acceptabke eee] the risk that ndvidually rnmaterial
misstaterments inindrmdual account balanoss addup to a
materal amount aorass the Mmancial stalarments as awivla

Perfarmance matenalty was sl at 65% (2021 74%) of
matenally for the financial statements as 8 whoks, which
ecpuates Uo E179m 021 E170vm) for the group and £16%m
12021: E16Srn| for the parent comparry. We appled this
parcantagein our determination of performance matenally
baged on the level ol contrel defciences dunmng the prior

period

Source: Barclays Plc Annual Report and Accounts 2022, page 400."

14 https://home.barclays/content/dam/home-barclays/documents/investor-relations/reports-and-events/annual-reports/

2022/AR/Barclays-PLC-Annual-Report-2022.pdf. Accessed 08/08/2023.
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Materiality disclosures in the Barclays Plc Annual Report

6. Qur determination of
materiality

The scope of cur audit was influenced by
our apolication of materiality. We set
quantitative thresholds and overlay
qualitative considerations to halpus
determine the scope of ouwr audit and the
nature, timing and extent of our
procedures, and in evaluating the effect of
rmisstatements, both ndividually and in the
aggregate, on the financial statementsas a
whoke.

Materiality for the financial statements
as awhole

2022: €275m 2021 £230m

What we mean

A guantitatrve reference for the purpose of
planning ard performirg our audit

Basis for determining materiality and
judgements applied

Wi have determined overall materiality fior
the Barclays PLC Group to be £275m
(Fy21: £230m).

A key judgerment in determining materiality
land performance materiality] is the
appropriate benchimark to select, based on
our perception of the needs of
sharehalders. We considered which
benchmarks and key performance

indicators have the greatest bearing on
sharehalder decisions.

‘Wi determined that profit before tax
rermnairs the key banchmark for the
Barclays PLC Group. For FY21 we
normalised profit before tax downward by
E2.3bn to adust for the fact that ECL
charges were considered abnormally kow
as the economy recovered from thea
COVID-19 pandernic. For FY22 we did not
normalise profit before tax. Thisis
reflective of the mpact of COVID=1% on
ECL being less pronounced in the current
period. We determined that no
adjustments to profit before tas were
required for FY22. This change is a driver of
the increase inmateriality in 2022,

The overall materiality for the Grouwp of
E275m {2021 £230m| compares as
follows to the other main financial
statement elements amounts in the table
belowr

Group Materiality as % of caption

Cur rateriality of £E275m (2021 £230m)
was determined by applying a percentage
to Profit Before Tax. When using a profit-
related measure to determire overall
materiality, KPMG's approachis to apply a
percentage between 3% and 5% to the
pre-tax measure. In setting owverall
materiality, we apphed a rate of 3.9%
|2021: 3 8% which s lower than the top
end of the allowable percentage range.
Materislity for the Parent Company
financial staterments was set at £260m
[2021: £225m), determined with refererce
to a benchrmark of Parent Company net
assets (ofwhich it represents 0.5% (2021

0.4%ah).
Total Revenus Total Aassts Bt Aanets
0% el iert 021 2022 021
£24.956m £21940m £1,513,699m E13EB4 2E5m €69,260m E70041m
1.10% 105% 0.03%, 002% 0.40% 0 33%

Source: Barclays Plc Annual Report and Accounts 2022, page 412.'°

15 https://home.barclays/content/dam/home-barclays/documents/investor-relations/reports-and-events/annual-reports/

2022/AR/Barclays-PLC-Annual-Report-2022.pdf. Accessed 08/08/2023.

Page 19 of 32


https://home.barclays/content/dam/home-barclays/documents/investor-relations/reports-and-events/annual-reports/2022/AR/Barclays-PLC-Annual-Report-2022.pdf
https://home.barclays/content/dam/home-barclays/documents/investor-relations/reports-and-events/annual-reports/2022/AR/Barclays-PLC-Annual-Report-2022.pdf
https://home.barclays/content/dam/home-barclays/documents/investor-relations/reports-and-events/annual-reports/2022/AR/Barclays-PLC-Annual-Report-2022.pdf

Staff Audit Practice Alert 9: IRBA Rule on Enhanced Auditor Reporting for the Audit of Financial Statements

Materiality disclosures in the ABN AMRQO Bank N.V. Integrated Annual Report

Materiality
Y determined matariality end identified and assessed the

risks of matarial misstatement of the financial statements,
whether dua to fraud or emror in order to design audit
procedures responsive to those risks and to obtain audit
avidenca that ks sufficient and appropriate to provide & basis
for our opinion.

We have also taken into account misstatements andior
poseile misstatemeants that i our openecn are material for

the users of the fmancaal statements for gualitative reasons.

‘Wiz agread with the supervisory board that misstatements
n excess of EUR B milion, which are identihed during

the sudit, would be reported to them, as well as smaller
miesstatements that in owr view must be reported an
qualitative grownds.

Materiality EUR 160 milbon {2021: EUR 1R} milkan)

Benchmark applied 0.7% of total egeity (H1F]: 1.7% of total =guity]

Based on our professional judgment, & benchmark of 7% of total equity is an approprate quantitative indicator of maberiality
as equity best reflects the finencial position of ABM AMBD and is the basis for determining evaileble regelatory oapital

[Explasation 'W¥e determined materiakty consisbently with the previous financial year.

Source: ABN AMRO Bank N.V. Integrated Annual Report 2022, pages 351-352."°

Materiality disclosures in the ING Groep N.V Annual Report

Materiality

Based on our professional judgement we determined the materiality for the financial statements as a whole at EUR 250
million (2021: EUR 250 million). The materiality is determined with reference to profit before taxation from continuing
operations and represents 4.5% (2021: 3.7%) of that balance. We consider profit before tax from continuing operations
as the most appropriate benchmark based on our assessment of the general information needs of the users of the
financial statements and given the fact that ING Group is a profit-oriented listed entity. We have also taken into account
misstaternents and/or possible misstatements that in our opinion are material for the users of the financial statements for

gualitative reasons.

We agreed with the Audit Committee of the Supervisory Board that misstatements identified during our audit in excess of
EUR 12.5 million (2021: EUR 12.5 million) would be reported to them, as well as smaller misstatements that in our view

must be reported on qualitative grounds.

Source: 2022 Annual Report ING Groep N.V., page 314."7

16 https://www.annreports.com/abn-amro/abn-amro-ar-2022.pdf. Accessed 08/08/2023.
17 https://www.ing.com/web/file?uuid=7b77643e-8ef1-49c0-b470-7af37fcf43c2&owner=b03bc017-e0db-4b5d-abbf-
003b12934429&contentid=59254. Accessed 08/08/2023.
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(b) Scope of the Audit of Group Financial Statements

Group Audit Scope disclosures in the Rolls-Royce plc Annual Report

How we tailored the audit scope
We tailored the scope of our audit to ensure that we performed enough work to be able to give an opinion on the financial statements

as a whole, taking into account the structure of the group and the company, the accounting processes and controls, and the industry
in which they operate.

Our scoping Is based on the group's consolidation structure. We define a component as a single reporting unit which feeds into the
group consolidation. Of the group's 422 reporting components, 33 individual components (including three joint ventures) were subject
to full scope audits for group purposes, which following an element of sub-consolidation, equates to 16 group reporting opinions; and
nine components performed targeted specified audit procedures.

In order to achieve audit coverage over the financial statements, under our audit methodology, we test both the design and operation
of relevant business process controls and perform substantive testing over each financlal statement line item.

The group operates Finance Service Centres (FSCs) to bulk process financial transactions in Derby (UK), Indianapolis (US) and Bengaluru
(India). Based on our assessment It is not possible to fully test revenue and profit centrally as certain key processes, such as long-term
contracting, remain within the business due to their nature and are not handled by the FSCs.

Our audit covered 98% of revenue, 79% of loss before tax from continuing operations and 90% of total assets. All entities that contribute
in excess of 1% of the group's revenue were included in scope.

Further specific audit procedures over central functions, the group consolidation and areas of significant judgement (Including
corporate costs, taxation, certain goodwill balances, intangible assets, treasury and post-retirement benefits) were directly led by the

group audit team.

Where work was performed by component auditors, we determined the level of involvement we needed to have in the audit work at
those reporting units to be able to conclude whether sufficient appropriate audit evidence had been obtained as a basis for our opinion
on the consolidated financial statements.

We issued formal written instructions to all component auditors setting out the audit work to be performed by each of them and
maintained regular communication with the component auditors throughout the audit cycle. These interactions included attending
certain component clearance meetings and holding regular conference calls, as well as reviewing and assessing any matters reported.
The group engagement team also reviewed selected audit working papers for certain component teams to evaluate the sufficiency of
audit evidence obtained and fully understand the matters arising from the component audits.

In addition, senior members of the group engagement team have visited component teams across all group segments in the UK, US and
Germany. These visits were In-person for these locations. They Included meetings with the component auditor and with local management.

Source: Rolls-Royce plc Annual Report 2022, pages 150-151."8

8 https://www.rolls-royce.com/~/media/Files/R/Rolls-Royce/documents/annual-report/2022/rr-plc-annual-report-2022.pdf.
Accessed 08/08/2023.
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Group Audit Scope disclosures in the Vodafone Group Plc Annual Report

An overview of the scope of the Company

and Group audits

Tailering the scope

Cur assessment of audit risk, our evaluation of materiality and our
allacation of performance materiality detesming our audit scope for
each component within the Group. Taken together, this enables us to
fearn an opinion on the consolidated financial statements We take into
account size, risk profile, the orgarisation of the Groop and effectieness
of group-wide controls, changes in the business erwironment and ather
factors such as recent internal audit results when assessing the level of
wiork to be perforrmed at each cormponent.

In assessing the rish of material missiaternent to the consolidated financial
staternents, and to ersure we had adequate quantitative coverage of
significant acoownis in the consolidated finandial staterments, of the

311 reporting components of the Group, we selected 1% companents
cowering enlities within Gemmany, South Africa, Italy, United Hingdom,
Spain, Turkey, Czech Republic, Hungary, Egypl, Lukernboung and
corporatie entities, which represent the principal business units within
the Group.

Of the 15 components selected, we performed an audit of the complete
financial infernation of 9 cempanents (Yull scape cormpenentswhich
were selected based on their size or rish characteristics.

For 4 compenents (specific scope components™, we perforrmed full
audil procedures on specific accounts within that companent that we
consdered had the patential for the greatest impact on the significant
accowrts in the consolidated financial staternents either because of

thie size of these accounts or their risk profile. For the remaining &
cormpanents specified procedures components™), we perfanmed

certain audit procedures an specific acoounts within that component that
wie considered had the potential for the greatest impact on the significant
accounts in the financial statements, either because of the sze of these
accownts ar their rish profile. Depending on the component o type of
procedures, these procedures were undertaken by the primary audit team
or separate cornpanent audit tearm under the primany audit tearm’s direction.
The it scope of these cormponents may not have induded testing of all
significant acoouwnts of the component, but will have contriboted to the
coverage of significant accounts tested for the Group.

For the 302 cornpaonents where we did not perform full aodt procedures,
logether these represent 255 of the Group™s Adjusted EBITDAaL. and
none ane indiidually greater thar 538 of the Groop’s Adusted EBITDAaL.
For the remaining 292 components which are not full scape, specific
scope or specified procedures scope, we performed ather procedures,
ircluding anabytical review at both the Group and indhidual cormpanent
levels and the use of customised data analytics tools over the purchase
1o pay process, fived assets to profile trends and identily iterms for further
irvestigation, inguiry of managernent, testing entity level controls, testing
graup-wide controls and testing of journals across the Group, incuding
these remaining components, in order 1o respond 1o any potential risks
of material misstaternent to the consolidated financial staterments.

Theie table below illustrates the coverage obtained from the work performed by our audit tearns.

A Fr Fael]

Aot P rikead
Full seope 7% 125 el 7%
Spedific scope [4-4 3
Spedilied procedures TH 245 12 =4 g%
Full and specified procedures coverage 7B 21 T TR
Rermaining companents 252 259 2% 5T H 43 2405 21%
Total reporting components 311 100% 100% 364 1008 1008

Hoaes

2 of the'd ful scope companents selate 1o the Company 2nd another conporate entty whaose actiities include consolidabion ad ustments, which 2ne sucied oy the primary audt team Procedures on
I of the omer full Scope Kcatons ane Lndernaken by COMponent uCr eams based in Gemmany and the remaining 4 ful scope companen s ane aly, South Amcs, Spain, and the UK

2 The Group sudit risks in selagon to revenwue recognRon wene subject o sudit procedures af each of the full and speciied procedunes scope locations with significant revenue streams (being 7 full scope
companents and 5 spedfied procedures compa nents)

5 The primany sud i tesm perdurmed Sl sudi procedune: on specific scoouns in respectof 4 inance and corporabe entiies sonces 8 ange of sgrificant acocunts. The audi procecunes did notinclude
testing of all signifcant accounts of the components but will have contributed %o the coverage of significant accounts selecied for testing by the primany audit isam

4 Forthe Turkey, Coech Repubibc 2nd Hungany components, specilied procecunes wene defined by the Group beam in respect of Revenue Cos of sales Operatingespenses inkangiole axets Property,
Flant 2nd Equipment Trade recerables Trade and cther payabies and Cash. For the Equpt component, speciied proceduses wene performed in respect of certain Intangible Assets 2nd Cash, The primary
@it team 3l perfo e spechisd procescunes over a further 2 enties acruss a range of significant acocents. Thie aud R procedunes did not nclude tesing of al Sgnfcant accounts of the components
bt il rerie contrisibed bo thecovemge of sigrificant scocunts sslected for testing by the: primany audt Seam.

5 The Group audt risks in selaSon o 'Carying va e of cach generating units including goodwil’ and Reccg rition and recovershilify of defermed tac assebs on ta looses = Luemisoung wene subjsct in
@it procedures by thee primary sud i team on fe entine balance, with support {rom component audi beams on cerain procedures

The contribuiion of speciied procedures components o Group Adusied EEMDGaL s ncluded within remaining com ponents’ as audit procedunes wese perionmed on certan but not all signicant
accounts of the specfed procedunes components tonirisuting 1o Group Adjusted ERTDMAL

Inciuded within e 311 reporting components ane the Group’s pintventure imestments in Yodafone 2ggo 2nd IWIT, and Satancom, an aesocirte, which wene subject to reviesy procedures
Changes in the number ol remaining components compared 1o prior year reflect decreases in The number of entties within the Group's consolication sysem
*  Adusted ESTOAA a5 defined in Ourapplication of materialty’ section of this report Adusted EBITOAsL was refermed to as Ad usted ESTOA N prior years. The metnics hase the same definition

3

Source: Vodafone Group Plc Annual Report 2022, pages 120-121."°

19 https://investors.vodafone.com/sites/vodafone-ir/files/2022-05/vodafone-2022-annual-report.pdf. Accessed 08/08/2023
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Staff Audit Practice Alert 9: IRBA Rule on Enhanced Auditor Reporting for the Audit of Financial Statements

Group Audit Scope disclosures in the Marks and Spencer Group Plc Annual Report

T. AN OVERVIEW OF THE SCOPE

OF OUR AUDIT

Tl identification and scoping

of components

Qur audit was scoped by obtaining

an understanding of the Group and

its ervironment, including group-wide
controls, and aszessing the risks

af material misstaternent at the
Croup level.

Components were selected toprovide an
appropriate basis for undertaking audit
work bo address the risks of material

The Croup holds 50% of the ardinary
shares of Ocado Retail Ltd (O®RL).

This interest is accounted for as an
investment in associate in accordance
with |AS 28 on the basis that the
shareholders agreement gives contral
over DRL to Ocade Sroup ple. Inthe
current period the Group recorded a
share of loss of associate from ORL of
£43 5 million (2022: £18.6 million) and
was subject to specified audit procedures.

At aGroup level, we tested the
consolidation and performed analytical
review procedures over components ok
in scope.

REVENUE

\

@ Full audit scope 93%
@ Specified audit

procedures 0%
@ Review at
graup lewel %

ADJUSTED PROFIT BEFORE TAX

\

@ Full audit scope 90%
@ Specified audit

procedures 0%
& Review at
graup level 0%

PROFIT BEFORE TAX

.

@ Full audit scope B1%
@ Specified audit

procedures o%
§ Review at
group level 9%

TOTAL ASSETS

4

@ Full audit scope TEX
@ Specified audic

procedures <1%
i Review at
graup lewel 2%

TOTAL LIABILITIES

-

@ Full audit scope BA%
@ Specified audit

procedures 0%
@ Review at
group lavel 16%

Source: Marks and Spencer Group Plc Annual Report & Financial Statements 2023, pages 140-141.%°

misstatement identified. Based on our
assessment we have focused aur audit
on the UK and India businesses which
were subject to full audit procedures and
specified audit procedures on individual
balance sheet accounts respectively. We
heve performed our full audit scope of
the UK component using a materiality of
£21.6 million {or 90% of Group materiality}
(2022 £22.5 million), and our specified
audit proceduras in India using a
migteriality of £3.5 milliom {or 14.6% of
Group materiality (2022: specified audit
procedures were not performed).

T.2.0ur consideration of the control
environment

Our audit strategy is bo rely on controls
over Certain processes within a number
aof business cycles. These included
procurement within UK Clothing & Home
and Food, imventory, and fixed assets
including IFRS 16 Leases. As part of

aur controls testing, we cbtained an
understanding of the Group's processes
and tested controls throwgh a combination
of tests of inquiry, observation,
inspecticn and re-performance.

On certain business cycles, we obtained
an understanding of, but did nat rely on,
contrals. These included inventory
provisions, food rebates and fimancial
close and reporting.

Civen the importance of information
technology (MIT7) to the recording of
financial information and transactions,
we have tested General IT contrals
relating to certain of the Group's T
systemns where relevant to our audit work.
‘W have been able to place IT controls
reliance across thesa systems to support
thie audit of & number of business cycles,
such as payables, procurement, lease
accounting, property plant and
eguipment and inventory.

T3, Our consideration of climate-
related risks

The Group continues to develop its
asseszment of the potential impacts of
clirnabe charge and set targets which
rmanagement considers to be aligned
with the Paris Agreement. Management
has identified a number of milestones,
including the target of net zero carbon
emissions by 2040, as discussed in the
Task Force on Climate-Related Financial
Lisclosures report on pages 44 to 55.
This assessment focused on property,
fleet and bwo of the Group's key
resaurces” prateir and cattan.

Management considers that the most
likely impact on the financial statements
will be in relation to its three-year cash
flow forecasts, including those described
as part of our key audit matters in section
&, and has included the impact within
thiese forecasts where appropriate.
Whilst at this stage there is significant
uncertainty regarding what the long-
term impact of climate change initiaties
may be, the farecasts reflect
management's best estimate of the
impact on the financial staterments as
explained innate 1.

As a part of our audit procedures, we
have obtained management's climate-
related risk assessment and held
discussions with management bo
understand the process of identifying
climate-ralated risks, the determinatian
of mitigating actions and the impact on
the Group's financial statements. \We
performed our own gualitative risk

assessment of the potential impact of
clirmate change on the Croups account
balances and classes of transaction and
did nat identify any reasonably possible
rizks of material misstatement. Sur
procedures were performed with the
involverment of cur climate-change
specialists and included reading
disclosures included in the Strategic
Report to consider whether they ane
materially consistent with the financial
statements and cur knowledoge cbtained
inthe audit.

‘We did not identify climate-related risk
as a geparate Key Audit Matter inour
audit given the nature of the Croup’s
operations and knowledge gained of its
impack oncritical accounting estimates
and judgements during our risk
assessment procedures and audit
pracedures.

‘We have not been engaged to provide
assurance over the accuracy of these
disclosures.

7.4, \Working with ether auditors

‘We have two compaenent audit teams:
ORL; and Deloitte India. We have issued
detailed instructions to both component
audit teams to perform specified audit
pracedures. Due ba the non-co-terminus
wear-end of ORL, we hawve performed a
review of the component auditor's files
for the pericd ended 27 Novemnber 2022
and the reporting received from the
comgponent auditer for the period
subsequent to 27 Movernber 2022

‘We have engaged regularly with the
component auditers throughout the
audit process, determining the nature,
tirmimg and extent of the specified audit
procedures to be performed and to
review their companent reparting.

A dedicated member of the Croup audit
teamn is assigned to facilitate an effective
and consistent approach to component
oversight.

B.OTHER INFORMATION

The other information comprizes the
information included in the annual report
ather than the financial staterments and
our auditor's report thereon. The directors
are responsible for the other information
contained within the annual report.

Our opinion on the financial staternents
does not cover the other information and,
except to the extent ctherwise explicitly
stated in our report, we do not express amy
form of assurance conclusion thereon.

Our responsibility is to read the ather
information and, in doing so, consider
whether the ather informationis
miaterially inconsistent with the financial
staternents or cur knowledge cotained in
the course of the audit, or otherwise
appears to be rmaterially misstated.

20 https://corporate.marksandspencer.com/sites/marksandspencer/files/2023-06/M-and-S-2023-Annual-Report.pdf.

Accessed 08/08/2023.
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Staff Audit Practice Alert 9: IRBA Rule on Enhanced Auditor Reporting for the Audit of Financial Statements

Group Audit Scope disclosures in the Barclays Plc Annual Report

7. The scope of our audit

Group scope

What we mean

How the Group audit team determined the
procedures to be performed across the
Group

Wi have subjected four [2021: three| of
the Group's five components to full scope
audits for Grown purposes. Our approach
to scoping the four components was as
follows: for two components, Barclays
Bank UK. PLC ard Barclzys Execution
Services Limited Solus, we directly
instructed the comporent audit teams to
conduct and report to us on full scope
audits; the third full scope component
Barclays PLC Soluswas subject to a full
scope audit by us (2021 awdit of account
balance), and the fourth component,
Barclays Bank PLC Group, was subject toa
full scope audit by us and for which we
specified seven {202 1: seven| components
within that group.

Wi have subjected one {2021: two) of the
Eroun’s components, Barclays PLC
Subsidiaries, to audits of certain account
balances carried out by us, this component
represents less than 1% of total Barclays
PLC Group assets

Within the Barclays Bank PLC Group we
specified the components as follows;
Barclays Bank Solus to be subject to a full
scope audit carried out by us; Barclays
Bank Delaware and Barclays Capital Inc to
be subject to a full scope audit as
instructed by us: and Barclays Bank Ireland
PLC and Bardays Capital Securities
Lirited to be subject to an audit of certain
account balances as instructed by us. We
have subjected Barclays Bank Subsidiaras
and Barclays Bank Intermediate Holding
Companies {THC| Subsidiaries to an audit
of certain account balances carned out by
us, these components represent less than
2% of total Barclays Bark PLC Group
assets.

The components within the scope of our
wiork accounted for the percentagas
illustrated in section 2 = {Group scope

The materiality kevels apolied to the audits

of the components of Barclays PLC are as
follows:

Seope
Full scope audit 4
Audit of sccount balance 1

Source: Barclays Plc Annual Report and Accounts 2022, page 413.2"

Murnber of components

Barclays PLC has centralised certain .
Group-wide processes a shared service
centre in Irdia, the outputs of which are
ncluded in the financial mformation of the
reparting components it seraces and
therefore it is not a separate reporting
component. This service centre is subject
to specified audit procedures
predominantly the testing of transaction
processing, reconciistions and resiew
controls. Additional procedures are
performed at certain reparting
components to address the audit risks not
covered by the work performed by the
shared service centre.

The Group audit team has also performed

audit procedures on the following areas on
behalf of the components:

= Testing of IT systems ard automated
business controls; and

» QOpersting expenses and Group
recharges

The Group team communicated the

results of these procedures to the

component teams.

In addition, we have performed Group level

analysis on the remaining components to

determine whethear further risks of material

misstatement exist in those comporents.

Wewere able to rely upon the Group's
mternal cortrol over financial reporting in
all areas of our audit, and where our
controls testing supported this approach,
which enabled us to reduce the scope of
our substantive audit work.

Group audit team oversight

What we mean

The extent of the Group audit team's

meoheement in comporent audits.

A hybrid commurecation and oversight

strategy was implemented between the

‘Group audt tearn and the comporents

during the year as opposed tovirtual

owersight during the COVID 19 pandemic

This ircluded:

= Avirtual globsl planning conference lad
by the Group audit tesm to discuss key
audit risks and obtan input from
component teams and othar
participating locations;

Range of materiality appdied
ELDOm - E170m

E100m

21 https://home.barclays/content/dam/home-barclays/documents/investor-relations/reports-and-events/annual-reports/

The comporents in scope for Group
reporting purposes were either visited
by thie Group audit team to assess the
audit risk and strateqgy, or such review
ocourred remotely to assess the audit
risk and strategy. Conference meetings
and calls were also held with these
component auditors throughout the
conduct of the audit. At these visits and
meetings, wereviewed the
components’ key working papers, the
findings reported to the Group team
wera discussedin more detall, and any
further work reguired by the Group team
wias then performed by the component
auditors;

Instructions isswed by the Group audit
team to comporent auditors setting out
the significant areas to be coverad,
including the relevant key audit matters
identified abowe and the information to
be reported back to the Group audit
team. For example, minimum crteria for
high=risk journals were sat by the Group
teamand appbed consistently across
the audit;

Review and spproval by the Group audit
team of the component materiality for
all components;

Rizk assessment and challenge sessions
with each component audit team were
hield in the planning, mterim and final
phases of the audit, led by the Group
engagement partner and audit guality
partrer;

Fortnightly video conferences with the
partners and directors of the Group and
component audit teams along with
reqgular ad-hoc contact in person and wvia
videa calls and email exchanges to
challenge the component audit
approach and firdings;

Stuart Crisp, the Grouwp Lead
Ergagemnent Partrner |and Saricr
Statutony Auditor], sttended each Board
Audit Cornmittee for Barclays Bank PLC
and at least ore Board Audit Committes
for each of Barclays Bank UK, the [HC
cowering Barclays Capital Inc. and
Barclays Bank Delsware, and Barclays
Bank Europe;

Review of key working papers within
component audit files [both inperson
andusing remate technology
capabilities] to understard and
challenge the audit approach and audit
findings of each component.

2022/AR/Barclays-PLC-Annual-Report-2022.pdf. Accessed 08/08/2023.
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Staff Audit Practice Alert 9: IRBA Rule on Enhanced Auditor Reporting for the Audit of Financial Statements

Group Audit Scope disclosures in the ABN AMRO Bank N.V. Integrated Annual Report

Scope of the group audit Total azsats
ABM AMRD is &t the head of & group of entities lin %]
'components’). The financial information of this group is

ncluded in the consobdated annual financial statements

Bacause we are ultimately responsible for the opinion, we
are glso respansible for directing, supervising and performing

. . . Full =
the group audit. In this respect we have daterminad the [ SP:I:::DF;
nature and extent of the sudit procedures 1o be carmied out I Pviow soopa
for components. Decisive wara the size andior the risk Ceher
profile of the components. On this basis, we selected
components for which an audit ar reviews had to be camed
out on the complete ==t of financial information or on
specific tems.
Our group audit mainly focused on significant components -
. . Operating income
of ABN AMRO in the Metherlands, France, Germany and lin%|
the United States. We have:
» performed swdit procedues curseles at the central
group lavel and &t the components in tha Natherlands;
» uzad the work of other auditors within our EY netweark
when auditing the components in France, Germany and
the United States; ful s
. B Sposiic scope
» performed review procedures or specific swdit n -
Feviow scopa
procaduras at other components. Ofer

e sent instructions 1o companent auditors, covering the
significant areas and the information required to be reported
to us. Basad on our risk assessment, wa determinad the
evel of imvolvement in component sudits. We have visited
the component teams in Franca, Germany and the United
States, revievwed key local working papers and conclusions,
met with local management teams and obtained an
understanding of key processas. We interacted regularly
with the component teams during vanows stages of the
audit, using widecconferencing facilities. Where deemed
appropriste, we sttended compaonant closing meetings
with managament. We reviewad key working papers of
component auditors using the EY electronic audit file
platfarm, screen sharing or copies of work papers
submitted to the group audit team.

By performing the procedures mentioned shave st
components, agather with additional procedures at group
lawel, we have baen abla to obtain sufficient and appropriate
audit evidence about the group's financial mformation 1o
prowide an opinion on the consobdated financial statements.

Through these procedures we covered in total 96% of
the group's total assets and 82% of operating income.

Source: ABN AMRO Bank N.V. Integrated Annual Report 2022, page 352.%?

22 nhttps://www.annreports.com/abn-amro/abn-amro-ar-2022.pdf. Accessed 08/08/2023.
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Staff Audit Practice Alert 9: IRBA Rule on Enhanced Auditor Reporting for the Audit of Financial Statements

Group Audit Scope disclosures in the ING Groep N.V. Annual Report

Scope of the group audit

ING Group is at the head of a group of components. The financial information of this group is included in the
consolidated financial statements of ING Group.

ING Group is structured in & segments: Retail Netherlands, Retail Belgium, Retail Germany, Retail Other, Wholesale
Banking and Corporate Line Banking, each comprising of multiple legal entities and/or covering different countries.

Because we are ultimately responsible for the group audit, we are responsible for directing, supervising and performing
the group audit. In this respect, we have determined the nature and extent of audit procedures to be carried out for group
entities or so-called components.

Our group audit mainly focused on significant components. These components are either individually financially
significant due to their relative size in the group or because we identified a significant risk of material misstatement for
one or more account balances of these entities. In addition, we included certain other non-significant components in the
scope of our group audit in order to arrive at a sufficient coverage over all significant account balances.

This resulted in a full or specific scope audit for 41 components globally, in total covering 17 countries. This resulted in a
coverage of 83% of profit before tax from continuing operations and 92% of total assets. For the remaining 17% of profit
before tax from continuing operations and the remaining 8% of total assets, procedures were performed at the group

level including analytical procedures in order to corroborate that our scoping remained appropriate throughout the audit.

The consolidation of components in the group, the disclosures in the financial statements and certain accounting topics
that are performed on a group level were further covered by the group audit team. Procedures performed by the group
audit team included, but were not limited to, substantive procedures with respect to equity and hyperinflation accounting,
and certain elements of the expected credit loss provisioning process.

All components in scope for group reporting are audited by KPMG member firms. We sent detailed audit instructions to
all component auditors, covering significant areas such as the identified risks of material misstatement on a group level
and further set out the information that is required to be reported to the group audit team.

We perfarmed site visits with local management and local audit teams, also to perform file reviews in The Netherlands,
Belgium, Germany, Italy, Luxembourg, Poland, South Korea, and Turkey. We performed a remote file review for the USA
and Australia. We visited Singapore and Australia during the year to meet local management and local audit teams to
discuss the design and progress of their audit work.

For all components in scope of the group audit, we held our annual planning conference in The Netherlands. This was
the first time after the COVID-19 period. Our component auditors were directly informed by the Group CFO, Group CRO,
Global Head of Sustainability and Head of CSl on current developments. In addition, we had conference calls with these
component audit teams and we attended closing meetings with management for components in The Netherands,
Belgium and Germany. During these meetings and calls, the planning, risk assessment, procedures performed, findings
and observations reported to the group auditor were discussed in detail and any further work deemed necessary by the
group audit team was then performed.

The group audit team set component materiality levels which ranged from EUR 20 million to EUR 95 million, based on
the mix of relative size and financial statement risk profile of the components within the group in order to reduce the
aggregation risk to an acceptable level.

By performing the procedures mentioned above together with additional procedures at group level, we have been able to
obtain sufficient and appropriate audit evidence about the group's financial information to provide an opinion about the
financial statements.

Our procedures as described above can be summarized as follows:

Profit before tax from continuing operations

83% 17%

Covered by audit Covered by additional
procedures performed by procedures performed at
component auditors group level
Total assets
92% 8%
0 0
Covered by audit Covered by additional
procedures performed by procedures performed at
component auditors group level

Source: 2022 Annual Report ING Groep N.V., pages 314-315.%

2 https://www.ing.com/web/file?uuid=7b77643e-8ef1-49c0-b470-7af37fcf43c2&owner=b03bc017-e0db-4b5d-abbf-

003b12934429&contentid=59254. Accessed 08/08/2023.
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Staff Audit Practice Alert 9: IRBA Rule on Enhanced Auditor Reporting for the Audit of Financial Statements

(c) Evaluation of Management’s Assessment of the Entity’s Ability to Continue as a Going
Concern

The EAR Rule specifically requires disclosure where a material uncertainty exists in relation to events
or conditions that may cast significant doubt about the entity’s ability to continue as a going concern.
The examples given below are not in the context of a material uncertainty but can still be utilised as
guidance as they illustrate how the auditor performed audit procedures performed to evaluate the
entity’s ability to continue as a going concern .

Going Concern disclosures in the Rolls-Royce Plc Annual Report

Conclusions relating to going concern
Our evaluation of the directors’ assessment of the group's and the company’s ability to continue to adopt the going concern basis of
accounting included:

- Testing the model used for management's going concern assessment which is primarily a liquidity assessment given there are no
significant financial covenants In its committed debt facilities. Management's assessment covered the 18 months to August 2024. We
focussed on this period and also considered the subsequent four months to the end of 2024,

- Management's base case forecasts are based on its normal budget and forecasting process for each of its businesses for the next
five years. We understood and assessed this process by business including the assumptions used for 2023 and 2024 and assessed
whether there was adequate support for these assumptions. We also considered the reasonableness of the monthly phasing of cash
flows. A similar assessment was performed of both downside and stressed downside cash flows, including understanding of the
scenarios modelled by management, how they were quantified and the resultant monthly phasing of the downside and stressed
downside cash flow forecasts.

- We have read and understood the key terms of all committed debt facilities to understand any terms, covenants or undertakings
that may impact the availability of the facility.

- Using our knowledge from the audit and assessment of previous forecasting accuracy we calculated our own sensitivities to apply
to management's cash flow forecasts. We overlaid these on management’s forecasts to arrive at our own view of management's
downside forecasts. This included consideration of management's assessment of the impact of climate change and the likelihood of
any downside risks crystallising in the period to August 2024.

- We considered the potential mitigating actions that management may have available to it to reduce costs, manage cash flows or
raise additional financing and assessed whether these were within the control of management and possible in the period of the
assessment.

- We assessed the adequacy of disclosures in the Going Concern statement and statements in note 1 of the consolidated and company
financial statements and found these appropriately reflect the key areas of uncertainty identified.

Source: Rolls-Royce Plc Annual Report 2022, pages 152-153.%

24 https://www.rolls-royce.com/~/media/Files/R/Rolls-Royce/documents/annual-report/2022/rr-plc-annual-report-2022.pdf.
Accessed 08/08/2023.
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Staff Audit Practice Alert 9: IRBA Rule on Enhanced Auditor Reporting for the Audit of Financial Statements

Going Concern disclosures in the Harbour Enerqgy Plc Annual Report

Conclusions relating to going concern

In auditing tha financial statemants, we have concluded that tha diractors’ use of the going concarn baeis of accounting in the preparation
of the financial statemens s appropriate. Our evaluation of the directors’ assassmant of the Group and parent compary's ability to continue
1o adapt the going concam basis of acoownting included:

m confirming our understanding of managament’s going concern assassment procass in conjunction with ow walkthrough of the Group's
finencial closa process, and engaging with managemant to confirm all relavant assumptions ware considerad,

m obtaining the cash flow forecests prepared by managament for the Graup, including the base case and downside scenarios;

m testing the integrity of managemeant’s going concern model by ensuring the forecasts were consistent with the budget approved by the
Board and with other areas of the audit such as the mpairment assessments;

m challenging the key assumptions included in the model, inchuding managemant's ol and gas price assumptions. Dur assessment of
thesa price assumptions inchuded a comparison of management’s price assumptions with recant broker and coneuitant estimates
together with estimates usad by other market participants, incheding those estimates that reflect the potential impact of the climate
transition risks;

m evaluating the reasonableness of all other key assumptions, such as production profiles and operating and capital expenditure
forecasts, through sssassing their consistency with ather areas of the audit, including management's impairment assessmants.

Wie also ensured these sssumptions weare consistant with the budpget approved by Harbour Energy’s Board;

m ingpacting the Group's loan agreements, ensuring that the cash outfiows relating to interest and repayments are consistent with tha
agreaments, verifying that no covenants hawe been breached and evaleating whether there is any forecast covenant breach in either
the bese case or downside case scenarios during the going concarn period;

m verifying that the cash flow forecasts included estimeted outfiows in respect of the Energy Profits Levy (EPL) and ensuring such outflows
were consistant with our work on managemeant’s impairment assessmants;

B reviewing management’s reverse stress test in order 10 identify what factors would kead to the Group not meeting the financial covenants
during the gaing concern period, including the minimum quidity requirerment as set in the reserves-based lending loan agreemsant, and
pesassing the likalihood of ccowrence of such a scanario;

m evaluating any impact of Rusaia’s invasion of Ukraine on the Group's eperations and on the going concarn assessmant; and

m eveluating the appropriatenass of the going concarn disclosunes in the financial stetemants to datarming whether they are scounata
and in line with 1AS 1 - Prasentation of financial statements and our expectations given the procedures we have performed,

Source: Harbour Energy Plc Annual Report & Accounts 2022, pages 108-109.2°

25 https://www.harbourenergy.com/media/w4lcauvd/hbr-ara-22-new.pdf. Accessed 08/08/2023.
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Staff Audit Practice Alert 9: IRBA Rule on Enhanced Auditor Reporting for the Audit of Financial Statements

Going Concern disclosures in the Vodafone Group Plc Annual Report
Conclusions relating to going concern

n auditing the finandal staterments we have concluded that the directors’
use of the going concern bases of accounting inthe preparation of the
linancial statements is appropriate. Qur evaluation of the directors’
assesgrnent of the Group and Parent company’s ability 1o cantinue

1o adopt the gaing concem basis of accounting included:

cenfirming our understanding of the directors’ going cancemn
assegsment process, including the controls ower the review and
approval of the budget and long-range plan;

assessng the appropriateness of the duration of the going cancenm
assessment period o 30 June 2023 and corsidering the exstence of
any signilicant events or conditions beyond this period based onour
procedures an the Group's long-range plan and kroasledge arising
frorn ather areas of the audit;

werilying inputs against board-approved Torecasts and debt Tacility
tesrre and reconciling the opening liquidity position to the prior year
end and hall year intesim going concem assessments;

reviewing borrowing Tacilities 1o confirn both ther avalability to the
Graup and the lorecast debl repayments thrcugh the gaing concern
assessment period and to validate that thene is no financial cowenant
in relation to any of loan arrangerments;

evaluating management™s historical lorecasting acouracy and the
consstency of the going concem assessment with infermation
obtained from other areas of the audit, such as our audit procedures
on the lang-range plans, which underpin managerment’s goodwill
impairment assessments;

testing the assessment, including forecast Bquidity. for clerical accuracy;

assessing whether assumptions made wene reasonable and appropriately
e, in light al the Group's relevant pancipal risks and uncertainties
and our own independent assessment of those risks;

evaluating the amaount and timing of identified mitigating actions avalable
to respand to asevere downside scenaria, and whether those actions
are feasible and within the Group’s contral;

— consdering the appropriateness of management's ‘reverss stress test’
dowrside scenario, 1o understand how severe conditions wauld have
Lo b to breach liquidity and whether the reduction in EBITDWAL reguined
has fo mane than arermote possibility of acourring;

perfarming independent sensitivity analysis on management’s
assurmnptions including applying incremental adverse cashfiow
sertivities. These sensitivities included the impact of cenain severne
but plausile soenarios, evaluated as part ol management’s work on
e Group's Lang terrm viability ncluding the war in Ulraine, materialising
within the going concem assessment peicd; and

assessing the appropriateness of the going concerm disclosure an
page 118,

Source: Vodafone Group Plc Annual Report 2022, page 119.%

26 https://investors.vodafone.com/sites/vodafone-ir/files/2022-05/vodafone-2022-annual-report.pdf. Accessed 08/08/2023.
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Staff Audit Practice Alert 9: IRBA Rule on Enhanced Auditor Reporting for the Audit of Financial Statements

(d) Communicating Key Audit Matters and the Outcome of Audit Procedures or Key
Observations with Respect to the Key Audit Matters

Key Observations and Outcomes of Procedures in the Vodafone Group Plc Annual Report

Revenue recognition
Asrmare fully deseribed in Mote 2, Nate 14 and Mote 15 ta the consobdated financial statements, the Group reported revenue of £45,580 million
(FY21: £43.809 million), contract assets of £3551 million (FY21:£3,566 millien) and centract liabilities of £2.521 million (FY21: £2420million) far the

including following the S-step madel therein Under IFRS 15, management must determine if there are separate performance obligations for the
sefices and goods il prosides 1o customess and assign values thereta, based on the selling prices of goods or senices in separate transactions
under similar conditions to similar custemers (the “stand-alone selling price’).

Auditing the revenue recorded by the Group is complex due o the multiple 1T systermns and tools utilised in the initiation, processing and recarding

of transactions, which includes a high volurme of individually kew rmonetany value transactions. Furthermnene, judgerment and the imalvement of [T
professionals was required 1o determine the audit approach to test and evaluate the relevant data thatl weas caplured and aggregated, and 1o assess the
sulficiency of the awdit evidence abtained. In addition, determining the stand-alone selling price and therefore the allocation of revenue to the different
perforrnance obbgations, which impacts timing of the related revenue recognition, is cormplex and judgemental, particutarly on new product olfesings
and non-standard enterprize contracts

‘We have also identified a risk of managerment overide through inappropriate manual tapside revenoe joumal entries, given revenue is a key
perlorrnance indicatar, bath in external communication and for management incentives.

Our response to the risk

We performed Tull or specilied audit procedures over this sk area in 7 Tull scope and 3 specified procedure cormponents with signdficant revenue
streams, which covered 78% of the Group's revenue.

Cur audit procedures at full scope companent locations induded, amang others, ablaining an understanding of, evaluating the design and testing the
operating effectiveness of controls over the Group's revenue recognition process, which includes management’s review of contracts, ther identilication
of performance obligations, the estimation af the relative standalone selling price for each performance obligation, and the deterrmination of the timing
of revenue recorded. With the support af our IT professionals, we also evaluated the desion and tested the aperating elfectiveness of controls over

the appropriate Row of ransactional data throwgh the | T ystems and tools and the reconoliation of the transactional data to the accounting records.
For specified procedures companents, we ablained an understanding of the design of cantrols over the revenue recognition process.

‘We pvaluated managerment’s accounting podicies and the methodeledy used by management 1o determine the standalone selling price, where

relevant o the requirements of IFRS 15

For signilicant reveniue strearms, our audil procedures included the following. on a sample basis

— We cblained a let of new propositions:Lanll plans introduced during the period and tested the completeness of the listing We evaluated
management’s assessment of the accounting treatrnent far new propasitions:tarifl plans for compliance with FRS 15,

— For each significant revenue | T systern, we obtained the bdling data to general ledges reconciliation wiich included the relevant adjustments to
delerred and accrued revenue balances. We reperformed these end-to-end reconcliations, including assessing the accuracy of the datainputs
o undertying source documentation including contraciual agreements where applicable. In addition, we tested the mathernatical acouracy
and completeness of the reconciliations and any material reconciling fems including significant revenue postings outside of the billing systerms.

W recaleulated the revenoe recognised o evaluate whether the processing of the rewenue frecognition by the Group’s [T systems was
materially comect

We corroborated the standatone selling price allocated to individual elements of bundled contracts, including to observable market pricing
wheene available.

— We used data anabylic tools to identify revenue related manual journals posted to the general ledger and traced these back to source systems.
This included analytical procedures to corsider the completensess of journal postings. We cbtained and evaluated underlying source documentation
to test the completeness and accuracy of the pestings including those journals we considered unussalin nature.

Wie also assessed the adequacy of the Group’s disclosures in respect to the accounting policies on revenue recognition.

Hey cbservations communicated to the Audit and ittee
Based on the procedures perforred, including these in respect of manual adjustrments ta revenue, we did notidentily any evidence of material
misstatement in the revenue recognised in the wear nor in amaunts capitalised or deferred as at 31 March 2022,

Source: Vodafone Group Plc Annual Report 2022, page 123.%7
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Staff Audit Practice Alert 9: IRBA Rule on Enhanced Auditor Reporting for the Audit of Financial Statements

Key Observations and Outcomes of Procedures in the Harbour Energy Plc Annual Report

Impairment of tangible oil and gas properties and associated goodwill

Risk

mm mmnmnmmm
Report (page 69); Accounting poicies
|pages 129 and 130); Notes 10 and
12 af the Consolidated Financial
Statemants (page 143 and paje 146,
TESOECLIELY),

In the curent pariod, management
noted imparment and impairment
Teversal indicatoes for certain of the
Grougp's assets and racorded a nat
pre-tax impaiment reversat of $160.6
milban (2021 impaiment charge of
$117.2 mitien).

Maragemant prepares the tanginle
asset impairment tasts unoer the Fair
Vil Less Cost 10 Sell methodology.
The impakmant models inchioa a
number of estimates including: utuee
Ol and EAs prices: disoount rates;
INNGtion rates; promuction KICasts;
aparting expanctures; and capital
axgendiiLres % ach CGU, Chinges
10 ary of these ey nputs couk kad
10 @ matecil changs in an imoalrment
Of 4 revarsal of (mparment, henos
NS 8 CONNARTEn a hay aust mattar,
Following the entincation of
Ingcators of Imparmant fr twa of
1he Geoun's CGUS and ingicatans of
Impairment reversal or cortain of the
Group's gas producing assats, these
WOND tast BOCONngy.

Our response to the risk

Our um'es)mmmucmwmepmryamltmmam
Inganesia and Vietnam component auit leams, covenng all assets at
risk of material imparment. We perfarmed the following audn procedures
with respect to managemeant’s imparment assessment:

= confrmed our uncarstanding of Harbour's impairment assessmant
Procass, as well as the controls Implementad by management;

= Considared the nemal and external Soures of Information Inchded i WS
36 to ioantify any potentisl naicators of mparment ss and/or reversal,
PICAKIING 2Ty OOATEYRIES IN O And gAs r8serve estmates or sustanad
ncraase / decrease In ol and gas prices compared 1o the price year;

= Tolowng managament's idantifcation of mpaimment ndicators and
IMpErment reversal ndicatoes, we obtained the dscounted casn fow
model for eacn of thase CGUS and tested the meoas for negrity which
NCLea the use of EY technologly tools 1o eviluane spraaashact intagnty,

® N conunetion with cur EY valustions specilists, we assessed the
appropnatenass of managamant's ol And gas price assumptions
througn companson with the estimates of market paeticipants,
Reflective of B narrowing of the range of Jong-term oll price forecasts,
management Mected 1o revise its NBP gas price estimates to 85p/
nerm {raal) fram 2026 (2021: 60p/theem (ram) from 2025) during
ne current pevied;

w10 CONMRAICN with our EY valuntiony Spacialists, we assessed the
approprataness of managemant’s impalrment discount rates based
anan indepencant re-calculation of tha Group's waighied average
OBt of coptat

WO VUG MANSEEM Nt FrOCUCHON profkes Mough reconchiation
110 FOSLILS Of Out UKL WOrK 1N FOSPOCT OF G DK 0% Fesor Vs esimutior:

» WO WALOA the ARIONTEtoness of otner COSMOW ANSUMBtans such as
QP COpeK And decamm W S0t by i dganst Board
ROV [ANS AN ACtunl CORLS FICUTTEd, We COMpAred Intaticn ana
17X rtes to recant mirket Krecasts 10 asnees thel reascratienans,

 Whore thero were nacatons of IMmrmant reverss, we assessod the

of tha for the CGAS by poetorming &

SONavity anmysis ncorporating pliusbie reouctions in both prces
any proguction; ang

u W0 performad hoamroom analyms for the matanal proft makng
CGUs as part of our assassment of the recavaratdity of the goodwill
racognised in the Group Nnancial statements.

Wee also evaluated the accuricy and complktenaess of the impaimment
disciasures nchxied in the notes 1o the Srancisé statemesnts.

In aesassig the impact af climate transition rsk on imparmant, we

pertarmed 1he folowing procacures:
= comparson of Harbour's long term ol and gas price sssurration to
Internationat Enargy (EA) Ar Pledies

{APS) and Net Zero Emissions (NZE) Soenaria;

= reasonableness assessmant of carbon prices and sensithwty of
Tuture carbon costs in the cash flow models, Nciuting comparisan of
prices 1o 1EA APS and NZE scenarios;

= undersiood how managemant intend to acteeve thelr planned Scope
1 and 2 emissions reductions and whether these actions have baen
rafacted in the cash fow forecasts;

= analysad the emissions, reserves and production data to understand
the current and future carbon intensity of assets to identify highar
fisk assets;

= avaluatad the stranded asset nek arising from useful economic Ives
af assets post 2035; and

= checkad the sppeogriatenass of the climate change sensithity in rote

2of the insncial statemerts,

Hey observations communicated
1o the Audit and Risk Committee

We reported 1o the Audit and Rk
Commitiee In its Marcn 2023 meeting
that the key assumptions used within

the impaimment meoals ware winin a
reasONabIE range and, basad ofl our 1esting
parformed, we Conskiered the recognition
and valuation af the curment periad nat
Impaiment reversal 1 be reasonabie,

Spacicaly reiated ¥ cur pIocaILIES

an clmata change, we reported that
Harbour's oF And gas price assumplions
are i ling wah commadity prioas in the
1EA APS soenano from 2023 cowards,

W CONDUT WIth MBNagement, that carton
Ccosts pee not B material assumption in
he cash Now Rrecasts; the results of our
Independent SensRty anayss indicated
et appiying tha IEA NZES0 woukt not
a0 %0 B matanal impact on tha valation
Of o ) gas ansels,

For assets with a haghar risk af impact
110 clemnta Charngye, we ssossad the
NEAIOOMM N 11 most recent impalmesnt
MEds and Also cnecked the
rRanananiness of he casted pans
DIACe L Gocartensg he assoty, Overall,
Wi CONILKOd thisra wam no Imgalrmest
AT ansing from the impact of climate
chargo n the 2022 tmancial satemants,

Source: Harbour Energy Plc Annual Report & Accounts 2022, page 113.28
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Staff Audit Practice Alert 9: IRBA Rule on Enhanced Auditor Reporting for the Audit of Financial Statements

Key Observations and Outcomes of Procedures in the ING Groep N.V. Annual Report

Assessment of expected credit losses on loans and advances to customers and loans and advances
to banks

Description

As discussed in the Credit Risk section on pages 117-148 and in Note 3 and Note 7 in the consolidated financial
statements, the loans and advances to customers amount to EUR 636 billion and loans and advances to banks amount
to EUR 35 billion as at 31 December 2022. These loans and advances are measured at amortized cost, less expected
credit losses (‘ECL") of EUR 6.0 billion.

Management estimated ECL using three components: probability of default (PD'), loss given default ('LGD") and
exposure at default ‘EAD’). Management applied forward looking economic scenarios with associated weights. Relevant
macroeconomic factors include the gross domestic product (‘'GDP'), house price index (‘HPI') and unemployment rate.
The recent economic conditions are outside the bounds of historical experience used to develop ECL model
methodologies and result in greater uncertainties to estimate ECLs. These uncertainties are addressed by judgmental
overlays by management.

Our response

We identified the assessment of ECL on loans and advances to customers and loans and advances to banks as a key
audit matter because of the significant and complex auditor judgment and specialised skills and knowledge required to
evaluate the following elements of the overall ECL estimate:

—  The judgements used to develop the PD, LGD, EAD, including model or manually determined expected future
recovery cash flow assessments of individual loan provisions for impaired loans.

—  Use of forward-looking macroeconomic forecasts in ECL, including GDP, HPI and unemployment rate.

—  The consistent identification and application of criteria for significant increase in credit risk ('SICR") in an
increased uncertain and worsened macroeconomic environment and geopolitical situation.

—  (Calculation of management overlays to the modelled ECL due to the increased uncertainty in the macroeconomic
outlook in the global economy. These management overlays included economic sector-based adjustments in the
Netherlands, second order impact adjustments for both wholesale bank and retail bank, and overlays to
residential mortgages.

The following are the primary procedures we performed to address this key audit matter.

— We evaluated the design and tested the operating effectiveness of certain internal controls related to the ECL
process for loans and advances to customers and loans and advances to banks. This included controls related to
the assumptions (including PD, LGD, EAD and macraeconomic forecasts), review of model outputs, the
application of the definition of default, the update of data history, governance and monitoring of the ECL,
reconciliations, determination of credit risk ratings, the estimated future recovery cash flows of individual loan
provisions and management overlays to the modelled ECL.

—  We involved credit risk professionals with specialised skills and knowledge who assisted in evaluating the
assumptions to determine the PD, LGD, and EAD parameters in models used by the Company to determine the
collective provisions including the evaluation of the recalibrated and redeveloped credit risk models. This included
reperforming back-testing of certain models to evaluate the current model performance. In addition, we tested
management overlays recorded to the ECL, including economic sector-based adjustments in the Netherlands,
second order impact adjustments for both wholesale bank and retail bank, and overlays to residential mortgages.
We considered the impact these overlays have on model calculations and results when reaching our conclusions.

— We involved economic professionals with specialised skills and knowledge, who assisted in assessing the
Company's methodology to determine the macroeconomic forecasts used in the ECL. We tested the
reasonableness of management's forecasts against other external benchmarks and our own internal forecasts.

— We involved corporate finance professionals with specialised skills and knowledge, who assisted in examining the
methadologies, cash flows and collateral values used in expected future recovery cash flow assessments of
individual loan provisions for impaired loans. We challenged nent's use of recovery scenarios and
expected cash flows considering industry trends and comparable benchmarks, recalculated recovery amounts
and performed reconciliations.

— We evaluated the identification of SICR in loans by challenging the scope of management's criteria used in
staging assessments, consistent application of the thresholds applied within each criterion, and the ability of
staging criteria to identify SICR prior to loans being credit impaired.

—  We assessed whether the credit risk management disclosures appropriately reflect and address the uncertainties
which exist in determining the ECL.

Our observation

Based on our procedures performed, we found management's overall assessment relating to the valuation of loans and
advances to customers and banks within an ptable range and adeq ly disclosed in Note 3 and Note 7 of the
financial statements.

Source: 2022 Annual Report ING Groep N.V., pages 317-318.%°
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2 https://www.ing.com/web/file?uuid=7b77643e-8ef1-49c0-b470-7af37fcf43c2&owner=b03bc017-e0db-4b5d-abbf-
003b12934429&contentid=59254. Accessed 08/08/2023.

Page 32 of 32


https://www.ing.com/web/file?uuid=7b77643e-8ef1-49c0-b470-7af37fcf43c2&owner=b03bc017-e0db-4b5d-abbf-003b12934429&contentid=59254
https://www.ing.com/web/file?uuid=7b77643e-8ef1-49c0-b470-7af37fcf43c2&owner=b03bc017-e0db-4b5d-abbf-003b12934429&contentid=59254
https://www.ing.com/web/file?uuid=7b77643e-8ef1-49c0-b470-7af37fcf43c2&owner=b03bc017-e0db-4b5d-abbf-003b12934429&contentid=59254

