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PREFACE

Reasons for Issuing ASAE 3450

The AUASB issues Standard on Assurance Engagements ASAE 3450
Assurance Engagements involving Corporate Fundraisings and/or
Prospective Financial Information, pursuant to the requirements of the
legislative provisions explained below.

The AUASB is an independent statutory board of the Australian Government
established under section 227A of the Australian Securities and Investments
Commission Act 2001, as amended (ASIC/Act). Under section 227B of the
ASIC Act, the AUASB may formulate assurance standards for other
purposes.

ASAE 3450 -9-
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Main Features

This Standard on Assurance Engagements establishes requirements and
provides application and other explanatory material regarding the reporting
on-assurance-engagementsrelating-toon financial information -cerperate
fundraisings-and/or-prospective-financial-information-included in, or to be
included in, a public or non-public document-er-ether-document and and the
reportrnq on prospective financial information prepared for other purposesas

ASAE 3450 -10-
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AUTHORITY STATEMENT

The Auditing and Assurance Standards Board (AUASB) formulates this
Standard on Assurance Engagements ASAE 3450 Assurance
Engagements involving Corporate Fundraisings and/or Prospective
Financial Information, pursuant to section 227B of the Australian
Securities and Investments Commission Act 2001.

This Standard on Assurance Engagements is to.be read in conjunction
with ASA 100 Preamble to AUASB Standards, which sets out the
intentions of the AUASB on how.the AUASB Standards are to be
understood; interpreted and.applied.

ASAE 3450 -11-



STANDARD ON ASSURANCE ENGAGEMENTS
ASAE 3450

Assurance Engagements involving Corporate
Fundraisings and/or Prospective Financial
Information

Application

1. This Standard on Assurance Engagements applies to-assuranee

engagements-relating-te_reporting on:

@ the-reporting-en-historical_financial information; pro forma
historical financial information, -ahd/er-prospective
financial information and/or pro forma forecast in
connection with a corporate-fundraising, and included in, or
to be included in, a public or non-public document; and

{e)(b) thereporting-on-prospective financial information,
includi_nq a pro forma forecast rot-in-connection-with-a

fundraisingfor any other purpose.:-and

@—WW“WW : e I Pro

et —e-theonib
Operative Date

2. This Standard on Assurance Engagements is operative for
engagements commencing on or after 1 March 2013engagements

commencing-on-or-after1-July-2012,

ASAE 3450 -12 -
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Introduction
Scope of this Standard on Assurance Engagements

3——This ASAE deals with the responsibilities of the assurance
practitioner when undertaking an engagement to report on the
responsible party’s preparatlon of certain financial information
related to a corporate fundraising,
prospective financial’information

or respectof-corperate-fundraisings
prepared for other purposes{ifuﬂdfaimngs—}meladrmg+nmakpubl+e

4, In some circumstances, the assurance practitioner may also have
separately agreed to further reporting responsibilities in respect of
the corporate fundraising, such as the due diligence committee.
Such responsibilities are outside the scope of this ASAE.*

5——The assurance practitioner may be requested to provide assurance on
a single type of financial information;_or er-a combination-ef

wnformation. Furthermore, the financial information may relate to a
single entity or multiple entities (in the case of a merger or
acquisition transaction). The types of financial information covered
by this ASAE include historical financial information (with a subset
being pro forma historical information) and prospective (with a
subset being a pro forma forecast)

financial-information-include:. Prospective financial information
that includes a projection or material hypothetical assumptions is not
covered by this ASAE. Historical financial information is included
in this ASAE for completeness as it may be included as part of the

! See APES 350 Participation by Members in Public Practice in Due Diligence Committees
in connection with a Public Document (March 2011, as amended) issued by the Accounting
Professional and Ethical Standards Board for the assurance practitioners professional
responsibilities in these circumstances.
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assurance engagement reporting, along with non-historical financial
information.

6. This ASAE sets out the requirements and related application and
other explanatory material for each type of financial information in
three distinct, stand-aloneseparate sections:

(a) —Section A — Historical financial information; and
(b) Section B~ Prospective financial information;
+ however it is acknowledged that assurance engagements

covered by this ASAE related-to-fundraisings-may-often involve the

assurance practitioner being-asked-to-undertake-and-reporting on a

combination of different types of flnanual information.

In such cwcumstances the assurance
practitioner conducts the assurance engagement in accordance with
the requirements (and related application and other explanatory

material) relotodtotheopronrinte e o ipancaprermationin
the appropriate section_ (A or B), and reports the assurance
conclusion for each type in an individual assurance reports, or a
composite assurance report covering all types.-

ASAE 3450 -14 -
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Types of Assurance

8.7. Assurance engagements related-to-fundraisingswithin the scope of
this ASAE may involve the assurance practitioner the reporting of

limited assurance, or reasonable assurance on the financial
information, or in some cases, a mixture of limited and reasonable
assurance on certain aspects of the financial information. An
example of a limited assurance engagement is a review of historical
or non-historical financial information, and an example.of a
reasonable assurance engagement includes an audit of historical
financial information onlv The assurance practitioner exercises
professional Judgement in determining the type of assurance that is
appropriate in individual engagement circumstances.
Notwithstanding the application.of applicable Australian Auditing
Standards or.Standards on Review Engagements to the audit or
review of historical financial information, this ASAE includes
subject matter specific requirements and related application and
other explanatory material when such work is aqreed within a
corporate fundraising engagement terms.

mdeuaLengagemen%eweumstanee&(Ref Para AL -0)

Non-Assurance Services

9.8. The assurance practitioner may be requested by the responsible party
to perform both assurance and non-assurance services. This ASAE
applies only to assurance services. (Ref: Para. A2-A3)

2 See ASA 200 Overall Objectives of the Independent Auditor and the Conduct of an Audit in

Accordance with Australian Auditing Standard, paragraph 12(k) for guidance on
“professional judgement”.
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Relationship with Other AUASB Standards

10:9.  This ASAE deals with specific considerations in the application of
ASRE 2405 Review of Historical Financial Information Other than
a Financial Report and/or ASAE 3000 Assurance Engagements
Other than Audits or Reviews of Historical Financial Information to
assurance engagements relating to reporting on financial information
related to fundraisings and/or the examination-reporting onef
prospective financial information.

12:10. This ASAE does not override the requirements of ASRE 2405,
~ ASAE 3000, applicable Australian Auditing Standards, or Standards
on Assurance Engagements which-may apply in the engagement
circumstances. It does not purport to deal with all the considerations
that may be relevant inthe engagement circumstances.

Objectives

12———1In conducting an assurance engagement relating to fundraisings, the
overall objectives of the assurance practitioner are:is

{a)——— to obtain assurance-gvidence about whether the financial
information is presented fairly on the stated basis of preparation to

enable the reporting on the fmanmal information in accordance with

Definitions

13.12. For the purposes of this Standard on Assurance Engagements, the
following terms have the meanings attributed below:

ASAE 3450 -16 -
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@ Assumptions mean best-estimates made by the responsible
party as to future events and actions expected to take place
at the date the prospective financial information is prepared.

(b) Assurance report means a written report prepared by an
independent assurance practitioner which may be either:

Q) included in a public document related to a
fundraising. 1t may also beln-these-circumstances;
s referred to as an Investigating
Accountant’s Report; or

(i) not included in a public document, but in another
document (“non-public” document) that may be
related to a fundraising_or the preparation of
prospective financial information for other
purposes—for-distribution-ta-users-external-to-the
Fescommen s rooredio o Priente Bonort

(© AUASB Standards means standards issued by the Auditing
and Assurance Standards Board (AUASB) comprising:

0] Australian Auditing Standards;

(i) Standards on Review Engagements;-and
(iii) Standards on Assurance Engagements:; and
{Hb(iv) Standards on Related Services.

{e)———Base financial information means financial information that
is unadjusted, and is the starting point to which pro forma
adjustments are applied by the responsible party. Base
financial information is ordinarily historical in nature,
however, it can also be prospective (for example a profit

ASAE 3450 -17 -
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forecast). It may also be referred to as unadjusted or source
financial information.

(e Corporate fundraising (‘fundraising’’) means any

transaction involving shares, debentures, units or interests
in a2 management investment'scheme undertaken to raise
debt or equity funds, or issue equity, and/or offer and/or
respond to an offer of, cash and/or scrip consideration to
effect a transaction through the issuance of a public or non-
public deeumem—er—nen-pubhedocument{ﬁehe

It includes initial public offerings,
fundralsmgs takeovers, schemes of arrangement or other
corporate restructures.

{g)(f) __Document means a public document or non-public
document related to a corporate fundraising and/or the
reporting on prospective financial information for other

purposes.Fundraisings-may-include-transactionsrelated-to
shares-debentures-or-interests-tn-a-registered-managed
investmentscheme-

{h)(q) Engaging party means the body or person(s) that requested
the services of the assurance practitioner for the assurance
engagement. The engaging party is ordinarily the
responsible party, as defined in paragraph (z) of this ASAE.
References in this ASAE to “responsible party” are taken to
include the engaging party unless otherwise stated.

4 See ecion 7 of th orpoyrts At201.
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{)(h)  Entity means the entity responsible for the preparation and
issuance of the public document or other document.

() Event(s) or transaction(s) means underlying event(s) or
transaction(s) that:

(i) is (are) primarily the subject of the’document; or
(i) is (are) not the subject of the documentbut the

effect(s) of which #mpact-have been reflected in
the financial information.

() Financial information means information of a financial
nature prepared by-the responsible party in the form of:

(M historical-financial-information;

(i) pro forma historical-financial-information;
(iii) prospective-firaneia-information; or

(iv) a pro forma forecast;

prepared on a standalone, or aggregated basis.

(k) Historical financial information means information
expressed in financial terms in relation to a particular
entity, which is derived primarily from that entity’s
accounting system and relates to events occurring in past
time periods or about conditions or circumstances at points
in time in the past.’

{m)()  Hypothetical assumptions means assumptions made by the
responsible party in preparing prospective financial
information in the form of a projection about future events
and management actions which are not necessarily expected
to take place_or that are expected to take place but are not
based on reasonable grounds;-suech-as-when-seme-entities

Staaalards paragraph Aus 13.1, for gundance on an&ma%be%e#ptu#mdetermmmg the
nature of historical financial information for an assurance engagement.
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{n(m) Limited assurance engagement means an assurance
engagement in which the assurance practitioner-reduces the
assurance engagement risk to a level that is acceptable/in
the circumstances of the assurance engagement, but where
the risk is greater than for a reasonable assurance

engagement. Fhe-assurancepractitioner s-eonelistonis

expressed-in-a-form-that conveys;-based-on-the-procedures

sopbzemednathine b tohenores S pima s 2
; re I

—The
set of procedures performed in a limited assurance
engagement is limited compared with that necessary ina
reasonable assurance engagement, but is planned to obtain a
level of assurance that is; in the assurance practitioner’s

professional judgement meanipgful-to-the-intended-usersare

acceptable in the circumstances of the assurance

engagement.
i An example of a
limited assurance engagement is a review.-

{e}(n) .« Management means the person(s) with executive
responsibility for the conduct of the operations or
individual business units of the entity. For some entities, in
some circumstances, management includes some or all of
those charged with governance, for example, executive
members of a governance board, or an owner-manager.

{p}(0) Materiality means that if certain information is omitted,
misstated, or not disclosed, it has the potential to affect
decisions of users of the document, or the discharge of
accountability by the responsible party of the entity.

{e)(p)  Material inconsistency means information within the
document that materially contradicts the financial
information that is the subject of the assurance report.

(q)  Misstatement of fact means information that is incorrectly
stated or presented in the document. A material

6 See RG 170 Prospective Financial Information issued by the Australian Securities and

Investments commission (ASIC) (April 2011) for further guidance on hypothetical
assumptions.
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misstatement of fact may undermine the credibility of
financial information that is the subject of the assurance

report.

{s}(r) ___Non-public document means a document provided to
internal or external parties in relation to a fundraising_or the
reporting on prospective financial information, which'is not

included ila public document. Refefeﬂees—te—the

(s) Pro forma adjustments means-adjustments selected by the
responsible party to maketo made-to-unadjusted financial

information:

(i)

todillustrate the impact of an significant'event or

(ii)

transaction (“‘event” or “transaction”) as if the
event had occurred or:the transaction had been
undertaken at an earlier date than actual or not
occurred at all, for the purposes of the illustration;
or

to eliminate the effects of unusual or non-recurring

(iii)

transactions that are not part of the normal
operations of the entity; or

to correct errors uncertainties.

Pro forma adjustments include the relevant

financial information of a business that has been, or is to be,

acquired, or a business that has been, or is to be, divested,

to the extent that such information is used in compilin_q the

pro forma financial information.-based-en-therespensible
: o - E E i ial

{3(t) _ Pro forma financial information means non-1FRS financial
information that is intended to show the effects of proposed
or .completed transactions_ for illustrative purposes’.

The non-1FRS financial

information is adjusted by pro forma adjustments -to

T See RG 230 Disclosing non-IFRS financial Information (December 2011) issued by ASIC
for further guidance on pro forma information included in transaction documents such as

those covered by this ASAE.
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illustrate the impact of an event(s) or transaction(s) on that
financial information as if the event had occurred, or the
transaction had been undertaken, at an earlier date selected
for the purposes of the illustration, ordinarily the beginning
of the reporting period. Itis subject to assumptions
inherent in the responsible party’s stated basis of
preparation.

{4(u)  Prospective financial information means financial
information of a predictive character, prepared based on

assumptions-{apphicable-eriteria) made by the responsible
-about-future-events-that-may-occur-in-the-future;

party
. Prospective
financial information may be either a:

(i) forecast; which is prepared based on ef-the
responsible party’s best-estimate-assumptions as to
future events, expected to take place on the dates
described, and the actions expected to be taken at
the date the financial information is prepared. It is
commonly referred to as a “director’s forecast”; or

(i) a projection® which is prepared based on
hypothetical assumptions, or a mixture of best-
estimate-and hypothetical assumptions.

(V) Public document means a disclosure document, product
disclosure statement or other documentation provided to
shareholders, unit holders,

8 See SeeLRG 170 WhICh contalns #er—meregwdanc m#ermaﬂen thaten—p;espeewe_

i ion i ] i i i FAEH prospectlv
flnanual |nformat|0n that |ncludes a prOJectlon (t hat |s supported by materlal hypothetical
assumptions) rather than is-unlikely-to-have-reasonable grounds is likely to be misleading

and therefore is and-as-such-is-ordinarily-not permitted to be included in a public
document.
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security-helders-or holders of a relevant interest in an the
entity (or which is provided to management of an or
another-entity) in relation to a scheme of arrangement under
Part 5.1 of the Corporations Act 2001, or a takeover or
compulsory acquisition under Chapter 6 of the

Corporations Act 2001. -relatingto-the-entity’s-securities;
or-othersecurities-of-another-entity-on-which-an-investment

eExamples ef—pebhedeeememsinclude:

0] A Pprospectus;
in-fundraisings prepared by an entity that is a
corporation in accordance Wlth relevant sections of
the Corporations Act 2001.°

(i) ASshort-Form Prospectus; this-

i i lodged
with the Australian Securities and Investments
Commission (ASIC), instead of including in the
body of the praspectus the relevant information
discussed in such materials.*

cowsdesumone iR,
{w)(iii) Scheme Booklets.
(A(iv) Target Statements.
{vi)(v) Bidder Statements.
{viby(vi) Profile Statement; this is a brief statement that may

be sent out with offers, with ASIC’s approval,
instead of a prospectus.™

Lo (vii) Offer Information Statement; this is a
document that may be used instead of a prospectus

o See Sections 710, 711, and 713 of the Corporations Act 2001.
10 See Section 712 of the Corporations Act 2001.
1 See Sections 705 and 721 of the Corporations Act 2001.
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under certain criteria set by the Corporations Act
2001.%

{ix)(viii) Product Disclosure Statement (PDS) is-a-type-of
o .

inguseds where the
entity is a trust or other type of managed
investment scheme.

(w) Reasonable assurance engagement means an assurance
engagement where the assurance practitioner reduces the
assurance engagement risk to an acceptably low level in the
circumstances of the assurance engagement as the basis for
the assurance practitioner’s conclusion. Fhe-assuranee

st eanel e s madbin e - el

| .. > e |
outcomeofthe/measurement or-evaluationofthe
uhderhying-subject-mattefAn example of.a reasonable
assurance engagement s an audit of historical financial
information.

x) Reasonable grounds means in relation to a statement made,
that there must be a sufficient objective foundation for the
statement.™

) Relevant Date means as applicable:
0] the allotment date;
(i) the effective date of the relevant proposed
fundraising;

(iii) the implementation date of the relevant proposed
merger transaction; or

(iv) in the case of a scheme of arrangement, the date of
the shareholders or unit-holders meeting to vote on
the scheme.

2 Responsible party means those charged with governance of

the entity (ordinarily the Board of Directors), who are also
responsible for the preparation and issuance of the financial

12 See Section 709 of the Corporations Act 2001 for the criteria as to when an Offer

Information Statement may be used instead of a prospectus.

¥ See RG 170 for further guidance on the concept of reasonable grounds.
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information included in the document. It may mean the
management of the entity in circumstances where the
assurance practitioner has been required to provide
assurance to those charged with governance in relation to
financial information prepared by management.«Fhe

; -The
responsible party may be different from the party that is the

engaging party.

{aa)——Scheme-of arrangement-means-an-arrangement-undertaken

(aa) Stated basis of preparation means the basis on which the
responsible party has chosen.to prepare the financial
information that is acceptable in view of the nature of the
entity, the objective of the public or non-public document,
or is required by applicable law or requlation. An example
of a basis may be the recognition and measurement
principles contained in the Australian Accounting
Standards (but not all the presentation and disclosure
requirements) and the entity’s adopted accounting policies,
or a basis‘selected by the responsible party.

{bb)=—Subsequent events means events either:

QHWWW%P&M%MW i L ing - i | |
{H——or facts that become known to the assurance practitioner

after the date of the assurance report and prior to the
relevant date.

(bb) Subseguentoventsmm-also-beknown-as—new
eiretmstanees -

receive-the-assurance-report-and-who-are-not-the
‘blo f - f the i e ion.
{de)(cc) Takeover means the acquisition of control of listed or

unlisted entities conducted in accordance with Chapter 6 of
the Corporations Act 2001.
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Requirements

Ethical Requirements

14-13. The assurance practitioner shall comply with relevant ethical
reqmrements including independence, in accordance with
ASA 102.*

Quality Control

15:14. The assurance practitioner shall establish and maintain a system of
quality control in accordance with ASQC1.%

Professional Scepticism
16:15..The assurance practitioner shall plan and perform the engagement

exist-that-causeengagement \}vith professional scepticism,
recognising that circumstances may-exist that causes the financial

information to be materially misstated;-or-the-pro-formafinancial
information-net-to-be-compiedin-all-materialrespects;-on-the-basis

Professional Judgement

17.16. — The assurance practitioner shall exercise professional judgement in
planning and performing assurance engagements involving reporting
on financial information _;-er-the-compilation-ef-finaneial

or reporting on prospective
financial information prepared for other purposes.

Complying with Standards that are Relevant to the Engagement

18:17. The assurance practitioner shall comply with this ASAE, and other
AUASB Standards applied as appropriate to the engagement.

18. The assurance practitioner shall not represent compliance with this
ASAE, unless the assurance practitioner has complied with the
requirements of both this ASAE, and other AUASB Standards
applied as appropriate to the engagement.

1 See ASA 102 Compliance with Ethical Requirements when Performing Audits, Reviews

and Other Assurance Engagements.
See ASQC 1 Quality Control for Firms that Perform Audits and Reviews of Financial
Reports and Other Financial Information, and Other Assurance Engagements.

15
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19. The assurance practitioner shall have an understanding of the entire
section(s) of this ASAE that are applicable in the engagement
circumstances, including its application and other explanatory
material, to understand its objectives and to apply its requirements

properly.

Inability to Comply with the Requirements of this ASAE or Other
AUASB Standards

20. Where in rare and exceptional circumstances, factors outside the
assurance practitioner’s control prevent the assurance practitioner
from complying with an essential procedure contained within a
relevant requirement™® in this ASAE, the assurance practitioner

shall:
@ if possible, perform appropriate alternative procedures;
(b) document in the working papers:
0] the circumstances surrounding the inability to
comply;
(i) the reasons for the inability to comply; and
(© justification of how alternative procedures achieve the

objective(s) of the requirement.

21. When the assurance practitioner is unable to perform the appropriate
alternative procedures, the assurance practitioner shall consider the
implications for the assurance engagement. (Ref: Para. A4)

1 The concepts and discussion on which requirements are relevant in the circumstances of

the audit engagement are contained in ASA 200 Overall Objectives of the Independent
Auditor and the Conduct of an Audit in Accordance with Australian Auditing Standards
(paragraphs 22 and Aus 23.1), and may be helpful in determining how to ensure
compliance with relevant requirements for assurance engagements related to a corporate
fundraising.
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Section A: Historical Financial Information

22, Paragraphs 231 to 74 inclusive of this ASAE deal with special
considerations in an assurance engagement related to the regortmg

on a-fundraising-that-invelves-historical financial information_in

connection with a corporate fundraising.

Assurance Engagement Acceptance

Preconditions for Acceptance (Ref: Para. A5-A6)

24.23. In order to establish whether the preconditions for the engagement

are present, the assurance practitioner shallThe-assurance
ez 0 L F ol

they:

@ obtain agreement from the responsible party that they
understand and accept the terms of the assurance
engagement, including the assurance practitioner’s
reporting responsibilities and the type of assurance to be
expressed;

(b) acknowledge and understand their responsibility for:

(i) the preparation of the historical financial
information-fer-the-periods-stated; in accordance
with the apphicable-criteriastated basis of
preparation;

(i) the selection, development and adequate disclosure
of the
frameworkstated basis of preparation in the
document,

(iii) determining the applicable time period to be
covered by the historical financial information;

{HB(iv) ensuring the consistent application of the stated
basis of preparation;
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{iv)(v) _the preparation and issuance of the document’ in
which the historical financial information will be
presented, as well as all other information that is
not the subject of the assurance engagement, but
which is included in the document;

£A(vi) complying with the requirements of all applicable
laws and regulations;*

{vB(vii) such internal control as the responsible party
determines is necessary to enable the preparation
of the financial information that is free from
material misstatement; and

(© will.provide the assurance practitioner with:

Q) unrestricted access to all information relevant to
the historical financial information requested by
the assurance practitioner;

(i) unrestricted access to those within the entity from
whom the assurance practitioner determines its
necessary to obtain evidence; or the responsible
party’s experts; and

(iii) a listing of all known uncorrected misstatements in
the historical financial information, together with
an acknowledgement that the responsible party is
responsible for confirming that such misstatements
are immaterial;_and

(iv) a written representation letter covering all matters
requested by the assurance practitioner in relation
to the engagement within the timeframe required.

Other Factors Affecting Engagement Acceptance

25.24. The assurance practitioner shall accept the engagement only when:

v The Corporations Act 2001 places specific requirements on directors in relation to the

preparation of public documents, including presentation of financial information included
therein.
® _For example, See RG 228 Prospectus: Effective Disclosure for retail investors (November
2011) issued by ASIC for further guidance in respect of public documents.
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€)] on the basis of preliminary knowledge of the assurance
engagement circumstances, nothing has come to the
assurance practitioner’s attention to indicate that:

M the requirements of the relevant ethical-principles
described in ASA 102; will not be satisfied;

(i) the apphicablefinancial-reporting-framewerkstated
basis of preparation chosen by the responsible
party and to-be-apphied-in-theused in the
preparation of the historical financial information
is uhaceeptablemisleading or deceptive;

(iii) there will-be significant limitations on the scope of
the assurance practitioners’ work; and

(iv) the responsible party intends to.associate the
assurance practitioner’s name with the financial
information in an.inappropriate manner;

(b) the preconditions for the engagement, as stated in
paragraph 23 of this ASAE are present;

(© the assurance engagement has a rational purpose;*

(d) the type of assurance requested by the responsible party is

26:25.

acceptable to the assurance practitioner;

itioner.is satis "

()

()

the assurance practitioner has the capabilities, competence
and necessary qualifications to perform the engagement;
and

the assurance practitioner believes that the assurance report
will be used for its intended purpose.

If the preconditions for the assurance engagement or other factors
affecting engagement acceptance, as set out in paragraphs 1 to
paragraph 24 of this ASAE are not present, the assurance
practitioner shall discuss the matter with the responsible party. If
changes cannot be made to meet the preconditions, the assurance

19 See ASAE 3000, paragraph 17(b)(v) for further guidance
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practitioner shall not accept the engagement as an assurance
engagement unless required by applicable law or regulation.

2/——Fhe-assurance practitioner shall-agree-to-perform-any-Ron-assurance I 3 | ical k
Agreeing on the Terms of the Assurance Engagement

28.26. The assurance practitioner shall agree the terms'of the assurance
engagement with the responsible party-inwriting. (Ref: Para. A7-A8)

29.27. The agreed terms of the assurance engagement shall include_at a

minimum:
(Ref: Para. A9-A11)

@ the objective(s) and scope of the assurance engagement,
including:

(M the assurance practitioner’s understanding of the
purpose of the assurance engagement and the
intended users of the assurance report;

(i) confirmation that the assurance practitioner will
conduct the engagement in accordance with this
ASAE;

(iii) the nature, source, time period covered and
purpose of the historical financial information;

(iv) a statement that the assurance practitioner is not
responsible for the preparation of the historical
financial information_or for the selection of the
stated basis of preparation;

(v) in connection with a non-public document, a
statement that the assurance practitioner will
disclaim responsibility for any reliance on the
assurance report by any party other than intended
users, for any purpose other than that for which the
assurance e report was prepared;
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{y(vi) if applicable, a statement that an audit is not being
performed and that consequently, an audit opinion
will be not be expressed;

{4 (vii) the type(s) and proposed wording of the assurance

conclu5|on1a4E}el—ty|9€L94&assb|4cat|4ee—€h4qq4ﬁéeel—e+t

{vB)(viii) a statement that the engagement cannot-be relied
upon to identify fraud(s),error(s), -illegal action(s)
or other irregularities that may exist within the
entity;

{b)——a-summary-of-assurance procedufes-to-be-performed::
{e)(b) the responsibilities of the assurance practitioner; including:

0] compliance with relevant ethical requirements,
including independence;

(i) performing assurance procedures on the historical
financial information t&dete#wn&lf—whas%een

criteriato obtain sufficient appropriate evidence for
the type of assurance required;

(iii) issuing a written assurance report_and any other
reporting agreed with the responsible party~;

(iv) where applicable, and once satisfied it is
appropriate to, providing consent in the required
form to the responsible party to irelude-the
inclusion of the assurance practitioner’s name and
assurance report in the document;

{e)(c) the responsibilities of the responsible party including those
set out in paragraphs 1 and 23 of this ASAE; and

2 See ASA 260 Communication with Those Charged with Governance for guidance on
specific matters that may be communicated in an audit engagement that may be helpful in an
assurance engagement involving reasonable assurance on historical financial information.
Additionally, ASRE 2410 Review of Historical Financial Information Other than a
Financial Report provides guidance on specific matters that may be communicated in a
review engagement that may also be helpful in an assurance engagement involving a review
of historical financial information.
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{e)(d)__such other terms and conditions that the assurance
practitioner determines are appropriate in the assurance
engagement circumstances.

Changes in the Terms of the Assurance Engagement

30:28. The assurance practitioner shall not agree to a change in the terms.of
the assurance engagement where there is no reasonable justification
for doing so. If such a change is made, the assurance practitioner
shall not disregard evidence that was obtained prior to the change.
(Ref: Para. A12)

31.29. If the terms of the assurance engagement are to change, the
assurance practitioner and the responsible party shall agree on, and
record; the new terms of the assurance.engagement in an
engagement letter or other suitable form of written agreement. (Ref:
Para. A13)

32.30. If the assurance practitioner is unableto agree to a change in the
terms of the assurance engagement, and is not permitted by the
responsible party to continue the original assurance engagement, the
assurance practitioner shall:

@ withdraw from the assurance engagement where possible
under applicable law or regulation; and

(b) determine whether there is any obligation, either
contractual or otherwise, to report the circumstances to
ether-parties_ other than the responsible party;-such-as-these

Planning the Assurance Engagement

31. The assurance practitioner shall plan the assurance engagement in
accordance with this ASAE_by obtaining an understanding of the
historical financial information, its preparation, and other assurance
engagement circumstances in order to identify and understand
events and transactions that may have a significant impact on the
historical financial information and/or on the assurance report. Such
an- understanding shall be sufficient to enable the assurance
practitioner to:

(a) perform an assessment of any risks that the historical
financial information may be materially misstated; and
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(b) design assurance procedures to enable the assurance
practitioner to be able to express the required type of
assurance. (Ref: Para. Al4)

33—

Planning Activities

32. If the assurance practitioner does not have a prior knowledge of the

entity, Fthe assurance practitioner shall, at a minimum, obtain an

understanding of:

@ the nature of the entity,

i -any acquiree

or divestee whose historical financial information is

included in the financia

information that is the subject of

the assurance report inc

uding:

————up stopdh - Hhepoturenpdbaosoreatibsinelndines

() “ncluding-its size, complexity, type of operations,
ownership, financial and regulatory structure,
strateqgies, industry, key products/services,

competitors, regulatory environment, management

structure, and financial resources: or:

(ii) ilf it is in a start-up phase, or has been in operation

for a number of years. If the entity is in start-up

phase, the assurance practitioner ordinarily

expands the planning activities so as to be able to

obtain sufficient knowledge and understanding of

the entity; and

{——theiroperations;

{i(iii) their assets and liabilities;
| | . ;
{v)(b) relevant industry, legal and regulatory and other external

factors pertaining to the
and
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Al—the applicablefinancial-reporting-frameworkstated basis of
preparation of the entity and of any acquiree or divestee. H-the

33. Notwithstanding any prior knowledge, the assurance practitioner, at
a minimum, shall obtain an understanding of:

(a) the stated basis of preparation chosen by the responsible
party for the historical financial information, if it is
different from prior audited or reviewed historical financial
information also included in the document and if so, why;
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(b) the historical financial information, including:

(i)

the reason for the time period covered;

(ii)

if the entity’s financial report has a

ready been

(iii)

audited or reviewed, and if so whether

he audit or

review was conducted in accordance w

th

Australian Auditing Standard
audit opinion or review conc

in the auditor’s report;

whether the-historic

s; and what type of
usion wasexpressed

included-inthe decument it has been prepared on a

is-consistent basis wi

h that 0

f any the-prior period

t
audited<or reviewed historical financial

information _included in the document.~For
example, suchthe audited or reviewed

comgaratives may have been restated-and/or

adjusted-by the responsible party to ensure
consistency of basis of preparation~*; and

2 Refer RG 230 and RG 228 f

or further guidance on the nature and type of comparatives that

should be included in a pub

ic document.

b : ¥ :
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()]

(iv) [PPLIAP2]whether there-is-a-need-to-make
adjustments have been made that were previously
considered immaterial'in the prior period audit or
review of the financial report;

if available, the nature and type of other information to be

(e)

included in'the document sufficient to enable the
assessment of whether it is consistent with the historical
financial information;

ing-the requirements of any applicable law or

regulation that may impact the historical financial

information;-~"

the expertise of the preparers of the historical financial

(f)

information; and

internal control over the process used to prepare the

historical financial information.

36:34. The assurance practitioner’s planning procedureseensiderations shall

include:

(Ref: Para. A16)

24

Prospective financial information included in a public document under the Corporations

ASAE 3450

Act 2001 is required to be based on reasonable grounds to be considered not misleading.

See section 728(2) and section 769C of the Corporations Act 2001. See ASIC’s RG 170

Prospective Financial Information for further guidance on what constitutes “reasonable

grounds”, as well as some non-exhaustive examples of indicative factors that may suggest

or demonstrate reasonable grounds.
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{b)(a) setting the scope, timing and direction of the assurance
engagement;

{H(b)  assessing whether the assurance practitioner will need to
contact the entity’s auditor in respect of the latest audit
opinion or review conclusion expressed on the financial
report;

(c) assessing whether there are any going concern issues;

ASAE 3450 -38-



Standard on Assurance Engagements ASAE 3450

Assurance Engagements involving Corporate Fundraisings and/or
Prospective Financial Information (Re-issuance of AUS 804 and
AGS 1062)

{y(d)  setting materiality levels for planning and performing the
engagement and evaluating the likelihood of material
misstatements;?® (Ref: ParaA20)

{B(e)  consideration-ofassessing assurance engagement risk; (Ref:
Para. A17)

{m)(f) evaluatingen of whether the use of (an) expert(s) is/are
required; and

{n)}———considering the required engagement team resources for the
engagement and-how they will'be managed, directed and

supervised.consideration-of-the-expertise-of the-preparers-of
na bistorical f oL ing o

Reliance on the work performed by othersef-another-Expert-or-Assurance
by

35.

The assurance practitioner shall consider whether to use the work of

any expert, the responsible party’s expert or other assurance _
practitioner for the purposes of the assurance engagement, taking
into account the following:

(a) whether the assurance practitioner can obtain access to the
relevant working papers supporting the assurance
practitioner’s or expert’s report;

26

The concepts and discussions on méteriality in an audit engagement are contained in
ASA 320 Materiality in Planning and Performing an Audit and may be helpful in
determining the materiality levels for assurance engagements.
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(b) the purpose for which the work was performed and the risks
of material misstatement to which the expert’s work relates:

(c) the significance of the assurance practitioners or experts
work in the context of the assurance engagement;

(d) any prior knowledge of and experience of the work
performed by that expert;

(e) if applicable, audit or review materiality levels set;

(f) if applicable, audit or review.approach taken;

(q) if applicable, any audit or review differences identified;

(h) the type of-audit opinion, review conclusion or-report
issued, and if applicable,the reasons/for.any modification;
and

(i) if applicable, whether the base financial information has

been prepared in accordance with the stated basis of
preparation of the entity.

37.36. If the assurance practitioner does intends to place reliance* on the

work of an expert®®,_the responsible party’s expert®® or other
assurance practitioner for the purposes of the assurance engagement,
the assurance practitioner shall consider if a written
acknowledgement by the expert or other assurance practitioner is
required in order for the assurance practitioner to rely on the work
performed; and if so, shall request such an acknowledgement--.

(Ref: Para. Al)

28

extent of reliance in an assurance engagement.
The concepts and discussions on auditors using the work of other experts are contained in

29

ASA 620 Using the Work of an Auditor’s Expert and may be helpful in determining the

extent of reliance by an assurance practitioner in an assurance engagement.

The concepts and discussions on auditors assessing and placing reliance on the work

performed by the entity’s expert are contained i i istori
nan a n on-Otha nan nan

500 Audit Evidence and may be helpful in determining the extent of reliance by“an
assurance practitioner in an assurance engagement.

ASAE 3450 -40 -



Standard on Assurance Engagements ASAE 3450

Assurance Engagements involving Corporate Fundraisings and/or
Prospective Financial Information (Re-issuance of AUS 804 and
AGS 1062)

38.37.  If the expert or other assurance practitioner does not provide a
required written acknowledgement, the assurance practitioner shall
consider what additional procedures, if any, are required for the
assurance practitioner’s purposes in order to place reliance on the

other-assurance practitioner’s-Work. (Ref: Para. A18)

39:38. If the expert or other assurance practitioner does permit reliance to
be placed on the work performed, the assurance practitioner shall
request access to the working papers in order to:

@ evaluate the competence, capabilities, objectivity and
independence of that expert or-other assurance practitioner;

(b) obtain-an-understapdingunderstand -of-the scope, timing,
type of work performed and outcome-sef-the-work
performed,;

(© evaluate the appropriateness of the work performed as
evidence for the purposes of the assurance engagement;

(d) determine based on the
i “s-work performed whether additional assurance
procedures are required to be performed on the historical
financial information in order i
to-obtain sufficient appropriate evidence on which to
provide-base the required assurance conclusion;

(e if applicable, evaluate whether the other assurance
practitioner’s audit opinion or review conclusion was
modified and determine the implications for the assurance
engagement, including considering:

(i) the assurance practitioner’s ability to undertake the
engagement in accordance with the agreed terms;
and

(i) the potential impact, if any, on the assurance

procedures to be performed.
Performing the Assurance Engagement
Assurance Procedures (Ref: Para. A1-A22)

39. The assurance practitioner shall use professional judgement to
design and perform procedures to obtain sufficient appropriate
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evidence on the historical financial information appropriate to the

type of assurance to be obtamed Such procedures shaII mclude—

(a) if applicable, in respect of comparative information:

(i) ifcomparative-informationisincluded.comparing,
for consistency, its basis of preparation against the
entity’s previously audited or reviewed historical
financial information; assessing the reasons for any
differences, and ensuring any restatements made

are appropriate;
(ii) comparing, for consistency, where-apphicable;

reading-the-the comparable prior time period
financial report, and as-apprepriateif applicable,
the most recent annual or interim financial report;

Hnot-why net;

(b) ensuring the historical financial information:

()] has been has-been-prepared from underlying,
reliable accounting records;

(ii) has been has-been-aqgreed or reconciled to
underlying accounting records;

(iii) reflects any changes made to the stated basis of
preparation from the prior audited or reviewed
financial statements; and

reflects the results of any identified misstatements
from the prior year’s financial report;
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(c)

where applicable, reading the most recent audit.ore review

(d)

working papers relating to the entity’s financial report it
identify any mattes that may affect the historical financial
information;

performing analytical procedures on the historical financial

(e)

information;

: ; : T B
assessing the suitability of the whetherthe-stated basis of

(f)

preparation including:

(F———if applicable, the nature and effect of any changes
made to it as compared to that in the prior audited
or reviewed financial statements; andassessing-the

cu|fah|||hl of the stated basis-of Drepara ion-forthe

I 0 I f 0 0 F : =
(i) whetherit-and

(ii) whether it provides a reasonable basis for
presenting the significant effects attributable to the
event(s) or transaction(s) that is the subject of the
document;

assessing the appropriateness and suitability of any

(o)

adjustments made as compared to the stated basis of
preparation; and

assessing whether the stated basis of preparation is

(h)

adequately described in the document; and

performing consistency checks in the application of the

ASAE 3450

stated basis of preparation to the historical financial
information;
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(i) enquiring of the responsible party and/or other parties®
relating to whether there were:

(i) any changes in accounting policies, financial
reporting practices and other reporting
requirements that occurred during the time period
under examination;

(ii) any adjustments required to convert the basis of
the financial report presentation from an overseas
jurisdiction’s generally accepted accounting
principles to the stated basis of preparation;

(iii) any unadjusted audit differences from the most
recently audited or reviewed financial report that
may be material for the purposes of the'document;
and

(iv) __ the treatment of any provisions and other
significant accounting estimates (such as asset
revaluations) in the historical financial
information;

() any significant transactions with related parties, (for
example, assets purchased from an associated entity); and

(k) making enquiries of the responsible party, other experts and

relevant parties.

% The concepts and discussions on using the work of another auditor or internal auditor

relevant to an audit engagement are contained in Auditing Standard ASA 600 Special
Considerations-Audits of a Group Financial Report (including the Work of Component
Auditors) and Auditing Standard ASA 610 Using the Work of Internal Auditors which
may be helpful in considering the work of other auditors for the purposes of an assurance
engagement.

ASAE 3450 44 -



Standard on Assurance Engagements ASAE 3450

Assurance Engagements involving Corporate Fundraisings and/or
Prospective Financial Information (Re-issuance of AUS 804 and
AGS 1062)

AL0.40. JARLWhen-the assurance practitioner obtains oral representations
from the responsible party in respect of matters supporting the
historical financial information, the assurance practitioner

ordinarHyshall:
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€)] evaluates their reasonableness and consistency with other
evidence obtained, including other representations;

(b) considers whether those making the representations can be
expected to be well informed on the particular matters;

(©) obtains appropriate corroborative evidence;* and

(d) documents the key aspects of the oral representation.

* The concepts and discussions on corroborative evidence relevant in investigating unusual

fluctuations relevant to an audit engagement are contained in Auditing ASA 520
Analytical Procedures, and may be helpful in determining appropriate corroborative
evidence in an assurance engagement.
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41.

The assurance practitioner considers the adequacy, relevance and

42.

reliability of the information obtained as a result of performing
assurance procedures to be used as evidence.*

Where the assurance practitioner identifies matters requiring further

43.

investigation, additional assurance procedures shall be performed to
reduce the assurance engagement risk to an appropriate level to the
required level of assurance.

ASRE-2405;-or

: | . . .
ASAE-3000-

The assurance practitioner’s assessment of risk may change during
the course of the assurance engagement as additional evidence is
obtained. In circumstances where the assurance practitioner obtains
evidence from performing further assurance procedures, or if new
information is obtained, either of which is inconsistent with the
evidence on which the assurance practitioner originally based the
assessment, the assurance practitioner shall revise the assessment
and modify the further planned assurance procedures accordingly.

40—

41.44. The assurance practitioner shall remain alert throughout the

engagement for any event(s), condition(s), transaction(s), or error(s)
that may:

@ cast doubt over the reliability, accuracy, or completeness of
the information used as evidence for the historical financial
information; and/or

36

The concepts and discussions on obtaining evidence relevant to an audit engagement are

contained in ASA 500 Audit Evidence which may be useful to assurance practitioners

when determining the extent of the evidence required to be obtained in the conduct of an

assurance engagement.
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(b) require changes, or additions, to the assurance procedures
in order to obtain sufficient appropriate evidence on which
to base an assurance conclusion on the historical financial
information.

Adjustments Identified by the Assurance Practitioner _(Ref: Para./A20)

42——When, during the conduct of the assurance engagement, a matter(s)
come(s) to the assurance practitioner’s attention that cause(s) the
assurance practitioner to believe that it is necessary to make a
material adjustment to the historical financial information for it to be
prepared in accordance with the applicable financialreporting
framewerkstated basis of preparation, the assurance practitioner
shall communicate this matter(s)‘as soon as practicable to the
responsible party.

43:45. If Where-the responsible party refuses to make the adjustment, the
assurance practitioner shall express an adverse conclusion in
accordance with paragraph 64 of this ASAEdetermine-the

Evaluating the Sufficiency and Appropriateness of Evidence Obtained
(Ref: Para. A21-A22)

44.46. The assurance practitioner shall evaluate whether the assurance
practitioner has obtained sufficient appropriate evidence® on which
to express an assurance conclusion on the historical financial
information.

Other Information Included in the Document (Ref: Para. A23)

45.47. When the document containing the historical financial information
and assurance report includes other information, the assurance
practitioner shall request from the responsible party a copy of that
document and read its entire contents for the sole purpose of
identifyingte-identify any material inconsistencies with, or material
misstatements of fact in relation to, the historical financial
information.

46.48. If the assurance practitioner:

s The concepts and discussions on the sufficiency and appropriates of evidence related to an

audit engagement are contained in ASA 500 Audit Evidence and may be helpful in
evaluating the evidence for an assurance engagement.
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€)] identifies a material inconsistency between the other
information and the historical financial information; or
(b) becomes aware of a material misstatement of fact in that
other information that is related to the historical financial
information; or
(© identifies a potentially misleading or deceptive statement in

relation to the historical financial information;

the assurance practitioner discusses the matter(s) identified with the
responsible party ané-tak i tate i

47-(d) iif the-assurance-practitioner-and-the responsible party

agrees to a revision of the document arevision-the

assurance practitioner shettd-shall request an updated copy
of the document in order to ensure the revisions have been
made; or-

48:(e) « iff the responsible party refuses to make the revisions, the
assurance practitioner shall considers whether to:

{a)(i) __ obtain legal advice on the appropriate course of-the
action for the assurance practitioner;

{b)(ii) _include in the assurance report an Other Matter
paragraph®® that describes the material
inconsistency and/or misstatement of fact;

{e)(iii) withdraw consent for the responsible party to
include the assurance report in the document;
and/or

{eh(iv) withdraw from the assurance engagement, where
the withdrawal is possible under applicable law or
regulation.

38

The concepts and discussion on the use of an Other Matter paragraph relevant to an audit
engagement are contained in ASA 706 Emphasis of Matter Paragraphs and Other Matter
Paragraphs in the Independent Auditor’s Report, paragraphs 8-Aus 8.1, and may be
helpful in determining its form, content and location in the Investigating Accountant’s
Report applicable to an assurance engagement.
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Going Concern Considerations

49.

50.

51.

The assurance practitioner shall perform an assessment of the
entity’s ability to continue as a going concern, unless in the
assurance engagement circumstances, the assurance practitioner
determines that such an assessment is not relevant.® (Ref: Para. A24)

The assurance practitioner shall obtain sufficient appropriate
evidence regarding the appropriateness of the responsibleparty’s use
of the going concern assumption in the preparation of the historical
financial information. (Ref: Para. A25-A26)

If the assurance practitioner concludes the entity is not a going
concern;concern or if there.is.a material 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, the
assurance practitioner shall consider the implications for the
assurance engagement and the assurance report. (Ref: Para. A27)

Consideration of Events Up to the Date of the Assurance Report
(Ref: Para. A28)

52.

53.

The assurance practitioner shall consider the impact of any event,
transaction, or error of which the assurance practitioner becomes
aware, that may materially affect the historical financial information,
for the time period up to and including the date of the assurance
report.

The assurance practitioner shall discuss with the responsible party
any such event, transaction; or error identified during the assurance
engagement with a view to concluding as to whether the effect on
the historical financial information is material, and has been or
requires adjustment needs-to-be-adjustedfer-and/or disclosed in the
historical financial information and/or elsewhere in ~tthe document;
andforthe-assurance-report. If the required adjustment is not made,
the assurance practitioner shall consider the implications for the
assurance report, including modifying the assurance conclusion.

39

40

The concepts and discussions on the going concern assessment relevant to a financial
report audit engagement are contained in ASA 570 Going Concern, and may be helpful in
performing a going concern assessment in an assurance engagement relating to financial
information. Australian Accounting Standard AASB 101 Presentation of Financial
Statements, paragraphs 25-26 contains relevant guidance on the going concern
assessment.

The concepts and discussions on the subsequent events relevant to a financial report audit

engagement are contained in ASA 560 Subseguent Events and may be helpful in assessing

subsequent events in an assurance engagement relating to historical financial information.
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Consideration of Events Identified After the Date of the Assurance
Report (Ref: Para. A29-A30)

54.

55.

If the assurance practitioner becomes aware of events, transactions
or errors after the date of the issuance of the assurance report and
before the relevant date that may have caused the assurance
practitioner to amend the assurance report, had the assurance
practitioner known of such matters at the date of that assurance
report, the assurance practitioner shall:

@ discuss such events and/or transactions with the responsible
party; and
(b) consider what further action is appropriate in the

engagement circumstances, including the implications for
the assurance report.

The assurance practitioner shall/revoke. any consent previously
provided, to include the assurance report in the document, if the
matter(s) referred to in paragraph 54 of this ASAE are not, in the
assurance praetitioner’s-practitioner’s professional judgement,
appropriately addressed by the responsible party.

Written Representations (Ref: Para. A31-A35)

56.

The assurance practitioner shall request written representations from
the responsible party at the completion of the assurance engagement
containing the following:

(a) those described in paragraph 24 of this ASAE;

{&)(b) an acknowledgement of the intended use of the historical
financial information;

{b)(c) confirmation that the going concern basis of preparation of
the historical financial information is appropriate in the
document;

{e)(d) _confirmation that there are no currently anticipated material
changes to be made to the historical financial information
between the date of the assurance report and the relevant
date;

n 6 rmation. that 1 . » l
accounting-policies-have-beenconsistently-applied;-and
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(e) confirmation that there has been advising-the-assuranee
practitionerof-anyno matter, event or issue that has arisen
or been discovered subsequent to the preparation of the
historical financial information that may impact, or require
adjustment to, the historical financial information;

{e)(f) __ providing the assurance practitioner with a listing of all
known uncorrected immaterial misstatements in the
historical financial information, together with an
acknowledgement that the responsible party is responsible
for confirming that such misstatements are immaterial; and

{H(g) _ such other written representations that the assurance
practitioner determines are appropriate in the engagement
circumstances:

57 The date of the representation letter shall be as near as practicable to,
but not after, the date of the assurance report.

58— If The-assurance practitioner-shall-evaluate the representations

59.58. H-one-ormore-oftherequested-written-representations-are-not
provided -or-the assurance practitioner has sufficient doubt about the
competence, integrity, ethical values, or diligencerehiabiity of those
providing the written representations_or if the representations
received are inconsistent with other evidence,; the assurance
practitioner shall:

(@) discuss the matter with the responsible party;

(b) perform other procedures to attempt to resolve any
inconsistencies;

{b)(c) re-evaluate the integrity of the responsible party and
evaluate the effect this may have on the reliability of
representations (oral or written) and evidence in
generalimplications-for-the-rehability-of-evidence-obtained,;
and

(d) take appropriate action, including determining the possible
effect on the assurance conclusion inand the assurance
report.
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{€)59. If the representations remain inconsistent with other evidence, the
assurance practitioner shall reconsider the assessment of the
competence, integrity, ethical values, or diligence of the responsible
party or of its commitment to an enforcement of these, and shall
determine the effect that this may have on the reliability.of
representations (oral or written) and evidence in general.

Forming the Assurance Conclusion

60. The assurance practitioner shall form a conclusion.on the historical
financial information. In forming the conclusion the assurance
practitioner shall consider:

(@) the assurance practitioner’s conclusion regarding the
sufficiency and appropriateness of evidence obtained; and

(b) an evaluation of whetheriany uncorrected misstatements are
material, either individually orin aggregate, to the
historical financial information.

Unmodified Conclusions

61. The assurance practitioner shall express an unmodified conclusion in
the assurance report, when the assurance practitioner concludes:

() in a limited assurance engagement, that, based on the
procedures performed, nothing has come to the attention of
the assurance practitioner that causes the assurance
practitioner to believe that the historical financial
information is not presented fairly, in all material respects,
in accordance with the i i i i
frameworkstated basis of preparation; or

(b) in a reasonable assurance engagement, that the historical
financial information is preparedpresented fairly, in all
material respects, in accordance with the apphicable
financialreporting-frameworkstated basis of preparation.

Emphasis of Matter Paragraphs

62. The assurance report shall include an Emphasis of Matter paragraph
alerting users of the assurance report that the historical financial
information is prepared in accordance with the stated basis of

ASAE 3450 -54 -



Standard on Assurance Engagements ASAE 3450

Assurance Engagements involving Corporate Fundraisings and/or
Prospective Financial Information (Re-issuance of AUS 804 and
AGS 1062)

62.63.

preparation and that, as a result, the assurance report may not be
suitable for another purpose.**

The assurance practitioner shall include an Emphasis of Matter
paragraph in the assurance report when the assurance practitioner
concludes it is necessary to draw users’ attention to a matter
disclosed in the historical financial information or accompanying
explanatory notes on the basis that the matter is of such importance
that it is fundamental to users’ understanding of the historical
financial information.*

Modified Conclusions

63.64. The assurance practitioner shall Subject to paragraph 65 of this

ASAE, -express a modified conclusion™ in the assurance report if:

@ having obtained sufficient appropriate evidence, the
assurance practitioner concludes that the effects, or possible
effects, of a matter are not so'material or pervasive as to
require an adverse conclusion or a disclaimer of conclusion,
(qualified conclusion);

(b) having obtained sufficient appropriate evidence, the
assurance practitioner concludes that misstatements,
individually or in the aggregate, are both material and
pervasive to the historical financial information (adverse
conclusion); er

(c) the assurance practitioner is unable to obtain sufficient
appropriate evidence on which to base an assurance
conclusion, and concludes that the possible effects on the
historical financial information of undetected
misstatements, if any, could be both material and pervasive
(disclaimer of conclusion); or

{ey——express a qualified or adverse conclusion, as appropriate, in
the assurance report when the responsible party has not

41

See ASA 800 Special Considerations — Audits of Financial Reports Prepared in Accordance

with Special Purpose Frameworks for further guidance.

42

The concepts and discussions on the circumstances under which an emphasis of matter is

included in an auditor’s report are contained in ASA 706 Emphasis of Matter Paragraphs

and Other Matter Paragraphs in the Independent Auditor’s Report. 1t may be helpful in

assisting the assurance practitioner decide if an Emphasis of Matter paragraph is appropriate

for an assurance engagement relating to fundraisings.

43

See ASA 705 Modifications to the Opinion in the Independent Auditors Report for further

guidance.
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made required disclosures relating to material uncertainties
in respect of going concern™, in the document.

(Ref: Para. (a))
(d) :

64— The assurance practitioner shall discuss with the responsible party
any conclusion that is intended to be modified prior to preparing the
assurance report. If the responsible party does not agree to‘make the
necessary changes to appropriately resolve the matter, the assurance
practitioner shall include the modified conclusion in the assurance
report and consider any other implications for the assurance
engagement. (Ref: Para. A36)

Preparing the Assurance Report

66. The assurance practitioner shall provide a written assurance report to
the responsible party containing a clear expression of the assurance
practitioner’s conclusion on the historical financial information
included in the document. (Ref: Para. A38)

67. If applicable, the assurance practitioner’s conclusion on the
historical financial information shall be clearly separated from other

2 See ASA 570 Going Concern for further guidance.
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types of financial information within the assurance report.
(Ref: Para. A39)

Basic Elements of the Assurance Report

68. The assurance report shall include the following basicelements:
(Ref: Para. A40-A41)

(@)

(b)
(©

(d)

ASAE 3450

a statement that clearly indicates the report is an
independent assurance report;

an addressee;

a background section that identifies the purpose of the
assurance report; and where applicable, ané-the fact that it
will be included in the document;

a scope section that:

M identifies the entity(s) whose historical financial
information is the subject of the assurance report,
and where applicable, the responsible party;

(i) identifies the source of the historical financial
information being reported on, ineluding-the time
period covered; and where applicable, an statement
that the assurance report has been prepared for
inclusion in the document, and that as a result, the
historical financial information may not be suitable
for another purpose;

{i———describes

idontifi i whi ictorical

{hv)(iii) defines-the applicable financial-reporting
frameworkstated basis of preparation selected by
the responsible party usee-in the preparation of the

historical financial information-as-therecognition
inain] e
Australian-Accounting-Standards;

(iv) states that the assurance engagement was
performed in accordance with this ASAE;
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(V) whether it has been previously audited or reviewed
and by whom, and the type of conclusion
expressed,;

{vi——describes the type of engagement conducted by the
assurance practitioner, the level of assurance and
the type of conclusion planned;

{e)——if applicable, a statements that the assurance engagement

did not include :

{———ifapphicable;-updating or re-issuing any previous hy-audit or
review report-on effinancial information used as a source

of the historical financial information:—or

(e by o6 08 icioricallfinanoflint ion:

{g)}(f) __the assurance practitioner’s conclusion on the historical
financial information:

ASAE 3450

0] in a limited assurance engagement:

Qe

if the conclusion is unmodified, that
nothing has come to the assurance
practitioner’s attention that causes the
assurance practitioner to believe that the
historical financial information as
described in section [X] of the document
is not presented fairly, in all material
respects, in accordance with the

framewserkstated basis of preparation as
described in the scope section of this
report; or
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(o)

oo if the conclusion is modified, a clear
description of all the reasons for the
modification in a Basis for Modification
qualification paragraph, with the effects
appropriately quantified, to the extent
reasonably practical, and disclosed in the
assurance report; or

(i) in a reasonable assurance engagement:

Se if the conclusion is unmodified, that the
historical financial information is
presented fairly, in all material respects,
in-accordance with the applicable

i i i stated basis
of preparation, being [insert.details]as-in

the-scope-section-of-this-report; or

oo if the conclusion is modified, a clear
description of all the reasons for the
modification in a Basis for Modification
qualification paragraph, with the effects
appropriately quantified, to the extent
reasonably practical, and disclosed in the
assurance report; and

if applicable, an Emphasis of Matter paragraph alerting

(h)

ASAE 3450

users of the assurance report that the historical financial
information has been prepared in accordance with the stated
basis of preparation for inclusion in the document and that
as a result, the historical financial information may not be
suitable for another purpose;

where the assurance practitioner has identified a-section

covering-events-up-to-and-ncluding-the-date-of-the
el e
whetherany-material event(s) or transaction(s)-er-events
have-come-to-the

outside the entity's ordinary business

assurance-practitioner’s-attention-that in the assurance
practitioner’s professional judgement would-require
comment, or adjustment to, the historical financial
information, and-if-applicablebut are not adequately
addressed in the historical financial information, and/or
offering document, the assurance practitioner shall include
a section covering such material event(s) or transaction(s)
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and if applicable, -their potential impact to the extent it can
be reasonably estimated;
(M an independence, or disclosure of interest, statement;
() the assurance practitioner’s signature;
(k) the date of the assurance practitioner’s report that shall be
the date the assurance practitioner signs the report; and
) the assurance practitioner’s address.
69. If the assurance practitioner is required by law or regulation to use a

70.

specific layout or wording in-the‘assurance report, the assurance
practitioner shall evaluate whether theassurance report is acceptable
in the circumstances of the assurance engagement, and.if not, users

i i ineek i-so-whether
additional explanation in the assurance practitioner’s report can
mitigate possible misunderstanding.

The assurance practitioner shall not report compliance with this
ASAE or other AUASB Standards in the assurance report unless it
includes,ata minimum, each of the elements identified in
paragraph_-68 of this ASAE.

Consent to the Inclusion of the Assurance Report in a Public Document
(Ref: Para. A1-Al)

71.

72.

The assurance practitioner shall consider applicable law or
regulation when providing consent in writing for the inclusion of the
assurance report in the document.

Where the assurance practitioner considers it inappropriate for the
assurance report to be included in the document, consent shall either
not be provided, or be revoked prior to the relevant date of the
document’s release.

Documentation

73.

74.

The assurance practitioner shall prepare documentation on a timely
basis.

The assurance practitioner shall prepare documentation that is
sufficient to enable an experienced assurance ;practitioner, having
no previous connection with the assurance engagement, to
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understand:
(Ref: Para. A43-A44)

€)] the nature, timing and extent of the assurance procedures
performed to comply with this ASAE and applicable legal
and regulatory requirements;

(b) the results of the procedures performed, and the evidence
obtained; and

(© significant matters arising during the assurance
engagement, the conclusions.reached thereon, and
significant professional judgements made in reaching those
conclusions.
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Subsection: Pro Forma Historical Financial Information

75.

This section applies when the assurance practitioner is required to
provide assurance on the pro forma historical financial information
itself. When the assurance practitioner is requested to provide
assurance on whether the pro forma financial information has been
properly compiled, refer to ASAE 3420 Assurance Engagements to
Report on the Compilation of Pro Forma Financial Information
Included in a Prospectus. Paragraphs 76 to 84 inclusive of this
ASAE deal with additional special considerations-in the application
of the hHistorical Ffinancial tinformation requirements in
paragraphs 22 to 74 inclusive of this ASAE to historical financial
information that-has-hadwith pro forma adjustments applied to it,
resulting in pro forma historical financial information. (Ref: Para. A45)

Assurance Engagement Acceptance

Preconditions for Acceptance

76.

In addition to the requirements in paragraphs 23 and 2423 of this
ASAE, the assurance practitioner shall, prior to agreeing the terms
of the assurance engagement, obtain agreement from the responsible
party that it accepts its responsibility for-selecting:

€) selecting the base historical financial information seurce-6f
the-historical-financial-information-uused forthe
preparation-of-thfor thee pro forma historical financial
information;

(b) selecting and determining the pro forma adjustments-te-be

(c) selecting the basis of preparation of the pro forma historical
financial information;

(d) complying with the requirements of all applicable laws and
regulation;™ and

(e) the preparation of pro forma historical financial information

for the time period(s) stated in accordance with the stated
basis of preparation.

46

For example refer RG 228 and RG 230 Disclosing non-1FRS financial information

(December 2011) issued by ASIC.
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Other Factors Affecting Engagement Acceptance

{e)77. _In addition to the requirement in paragraph 24 of this ASAE, the
assurance practitioner shall only accept the engagement when the
level of assurance to be provided on the pro forma historical
financial information is not higher than the level of assurance
expressed on the base financial information, if it was previously
audited or reviewed.-

Agreeing on the Terms of the Assurance Engagement

7478. _In addition to the requirements in paragraphs 26 and 27 of this
ASAE, the agreed terms of the assurance engagement shall include
that the assurance practitioner is responsible for performing
assurance procedures on the pro formahistorical financial
information that are-applicable to the engagement-ane-that-a-Hmited

asstrance-conclusion-is-being-provided. (Ref: Para. A47)

Planning the Assurance Engagement
Planning Activities

#8:79. In addition to the requirements in paragraphs 31 to 33 inclusive of
this ASAE, the assurance practitioner’s planning eensiderations
procedures shall include: (Ref: Para. (a)(i))

@ determining the source of the base financial information
used in the preparation of the pro forma historical financial
information, whether it has been previously audited or
reviewed, and the type of audit opinion or review
conclusion was-issued; and

(i) if the audit opinion/review conclusion was
modified, understand the implications, if any, for
the engagement; and/or

{a)}——determine the additional procedures required if the
base financial information has not been previously
audited or reviewed;and

(i) understanding-the-basis for-and-calculations
underlying,-the-pro-forma-adjustments. and
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(b) determining any applicable law or regulation covering the
preparation of the pro forma historical financial
information.”’

Performing the Assurance Engagement
Assurance Procedures

79.80. In addition to the requirements in paragraphs 39 to 44 inclusive of
this ASAE, the assurance practitioner shall design.and perform the
following procedures, at a minimum, on the pro forma historical

financial information: (Ref: Para. A1)

@ if the source of the base historical financial information has
not-been previously audited or reviewed, performing such
procedures as is necessary.in the assurance praetitioner’s
professional judgement to obtain sufficient appropriate
evidence on which to rely for the assurance engagement
pUrposes;

(b) considering the reasonableness and appropriateness of the
stated basis of preparation and time period covered by the
pro forma historical financial information;

{B)(c) _ determininge the differences, if any, between itsthe basis of

preparation

i ton’s-withand that of the cerresponding-most recent
audited or reviewed historical financial information, and
assessing the reasons for any differences;

(d) ingunderstanding the basis for, and calculations underlying,
the pro forma adjustments;

{e)———determininge whether the pro forma adjustments selected
and applied by the responsible party are:

{)——supported-by-appropriateevidence;
. | le basis:

4" Refer RG 230 for further guidance.
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(! [) GQFFEEI e::eFS G: qEE:-taiqtiES'
(e) are consistent with the stated basis of preparation, eesrest

errors-erunscertatntiesssupported by appropriate evidence,
and are arithmetically correct;*

(f) determininge whether the resultant pro forma financial
information reflects the results of applying the pro forma
adjustments to the base financial information;

(a) assessing whether the stated basis of preparation of the pro
forma historical financial information is adequately
described in the financial information section of the
document;

% Refer RG 170 and RG 228 for further guidance on the nature of pro forma adjustments.
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{e)———assessing whether the stated basis of preparation provides a
reasonable basis for presenting the significant effects
attributable to the event(s) or transaction(s).

h " » is-notmadled .

shall-consider-the-implications-for-the-assurance
engagement-and-the-assurance-repert:
81. If the assurance practitioner is not satisfied that the pro forma

adjustments:

(a) have been made in accordance with the stated basis of
preparation, and/or

(b) lack sufficient appropriate evidence; and/or

et the assurance practitioner shall consider the implications for

the assurance engagement and the assurance report.

Written Representations

81—In addition to the requirements in paragraphs 56 to 58 inclusive of
this ASAE, the assurance practitioner shall request the responsible
party to include in the written representation letter an
acknowledgement of the responsible partiesparty’s responsibility for
those matters described in paragraph 76 of this ASAE:.
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(6)82. where-applicable ensuring-that-any-assumptions dsedhave-a |

Forming the Assurance Conclusion

82.83. - The assurance practitioner shall form a conclusion on thepro forma
historical financial information_in‘accordance/with the agreed terms

of engagement. In forming the conclusion, the assurance
practitioner shall consider it 2

ing-the sufficiency and
appropriateness of evidence obtained.

Preparing the Assurance-Report
Basic Elements of the Assurance Report

83:84. In addition to the requirement in paragraph 68 of this ASAE, the

assurance report shall include:
@ statements in the scope section that:

0] identify the pro forma historical financial
information being reported on, including the time
period covered;

(i) identify whether the historical financial
information used as the base for the pro forma
historical financial information has been
previously audited or reviewed; and

{H——identifydefine the stated basis of preparation
selected by the responsible party for efthe pro
forma historical financial information; (Ref: Para.

AS51) as-being-the-recognition-and-measurement
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(b)

(©

(d)

ASAE 3450

if applicable, a statement that the firm which the assurance
practitioner is a member of holds an Australian Financial
Services License under the Corporations Act 2001;

if applicable, a-statements that the assurance engagement
did not include updating or re-issuing any previously issued
audit or review report on the‘historical ffinancial
information used in the preparation of the pro forma

historical financial information;-er-an-audit-of the-pro-forma
iBtorical fi il inf ion itself:

the assurance practitioner’s conclusion on the pro forma
historical financial information:

0] in a limited assurance engagement:

o with an unmodified conclusion, a
statement that nothing has come to the
assurance practitioner’s attention that
causes the assurance practitioner to
believe that the pro forma historical
financial information is not presented
fairly, in all material respects, in
accordance with the stated basis of
preparation being [insert details]as

report; Or (Ref-Para0)

e with a modified conclusion, a clear
description of all the reasons for the
modification, with the effects
appropriately quantified, to the extent
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ASAE 3450

reasonably practical, and disclosed in the
assurance report; or

(i) in a reasonable assurance engagement:

oe

Qe

with an unmodified conclusion, a
statement that the assurance practitioner
believes that the pro forma historical
financial information is presented fairly,
in all material respects,.in accordance
with the stated basis of preparation_being
[insert details]-as-deseribed-in-the-seope
section-of-thisreport; or

with a modified conclusion, a clear
description of all the reasons.for the
modification, with the effects
appropriately quantified, to the extent
reasonably practical, and disclosed in the
assurance report.
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Section B: Prospective Financial Information

84.85. Paragraphs 86 to 140 inclusive of this ASAE deal with the special
considerations in performing assurance engagements in relation to
prospective financial information in the form of a forecast, prepared
based on the responsible party’s best-estimate-assumptions. For
prospective financial information that has had pro forma adjustments
applied to it, resulting in a pro forma forecast, refer'to the
requirements in paragraphs 141 to 149 inclusive of this ASAE.

Assurance Engagement Acceptance

Preconditions for Acceptance (Ref: Para. A52<A54)

86. In order to establish whether the preconditions for the engagement
are present, the The-assurance practitioner shall-ebtain-agreement
from-the-respensible-party-that-the-respensible-party:

@ obtain agreement from the responsible party that they
understands and accepts the terms of the assurance
engagement, including the assurance practitioner’s
reporting responsibilities and type of assurance to be
expressed_on the different elements of the prospective

financial information-being-tmited;

(b) acknowledges and understands theirits responsibility for:

{H———the preparation and-presentation-of the prospective
financial information in accordance with the stated
basis of preparation and =

:based on
assumptions> thathav&aprowd e reasonable

% See ASA 540 Auditing Accounting Estimates, Including Fair Value Accounting Estimates,

and Related Disclosures for further guidance on assessing the reasonableness of
assumptions.
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basisgrounds™ for the prospective financial
informatio_n, and whi_ch are not misleadinq and-net

on-the-basis-eF-material-hypothetical-assumptions:

(i) thatis-not-misleadingor deceptive,having regard.-to
applicable law and regulation;*

(Ref: Para. A55)

(ii) the selection ,development and adequate disclosure
of the stated basis of preparation in the document;

(iii) determining the applicable time period to be
covered by the prospective financial information;

4(iv) _ ensuring the consistent application of the stated
basis of preparation;and

licablet le hasis f
inclusion-in-a-public-document:>°
(i)(v) the preparation and issuance of the document® in
which the prospective financial information will be
presented, as well as all other
information that is not the subject of the assurance

engagement, but which is included in the
document;

{HB(vi) complying with the requirements of all applicable
laws and regulations;” and

5t See paragraph 12(z) of this ASAE for the definition. What constitutes-a “reasonable

basisgrounds” for preparation depends on the specific circumstances of the assurance
engagement, but ordinarily does not include material hypothetical assumptions. Where
the prospective financial information is intended to be included in a public document,
refer-see RG 170 for mere-further guidance.-

52 In relation to public documents, see S728 or S769C of the Corporations Act 2001 and RG

170.

men afa ») Ofo nah a) a)
The Corporations Act 2001 and the Corporations Regulations place specific requirements
on directors in relation to the preparation of documents that are public documents,
including presentation of financial information included therein.

For example, see RG 228 and RG 230 in relation to public documents.
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{y(vii) such internal control as the responsible party
determines is necessary to prepare the prospective
financial information;

(© will provide the assurance practitioner with:

(i) unrestricted access to all information relevant to
the prospective financial information;-including-the

used: requested by the assurance practitioner (Ref:
Para—A56)

(ii) unrestricted access to those within the entity from
whom the-assurance practitioner determines is
necessary to obtain evidence; or the responsibly
party’s experts; and

{vi)(iii) a written representation letter covering all matters
requested by the assurance practitioner within the
timeframe required.

Other Factors Affecting Engagement Acceptance

87. The assurance practitioner shall accept the engagement only when:

(@)

ASAE 3450

on the basis of preliminary knowledge of the assurance
engagement circumstances, nothing has come to the
assurance practitioner’s attention to indicate that-the:
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(i) the requirements of the relevant ethical principles
described in ASA 102, will not be satisfied; (Ref:
Para-A58)

(i) the prospective financial information_is:not

prepared based on assumptions that have -hasbeen

have-a-reasonable grounds, basisor ony-is a.
projection, or includes
assumpnenssr—materlal hypothetical
assumptions;® (Ref:-Para-A57)

(iii) the stated basis of preparation of the prospective
financial information_chosen by the responsible

party--is unaceeptablemisleading or deceptive;

(iv) there will be significant limitations on the scope of
the assurance practitioners’ work: and

(V) the responsible party intends to associate the
assurance practitioner’s name with the prospective
financial information in an Inappropriate manner;

{r(vi) the time period covered by the prospective
financial information is not acceptable;> -6+

{i)(vii) any historical financial information used as the-a
seuree-base for efa-portien-of-the prospective
financial information -has ret-been previously
audited or reviewed, or is net-planned to be
reviewed as part of the agreed terms of the
assurance engagement; and will be included in the
document;

(Ref: Para. A58)

(b)
the preconditions;
for the engagement, as stated in as-set-eutin-paragraphs 864

57

what constitutes reasonable grounds for inclusion.
See RG 170 for further guidance on what is an acceptable time period. It is ordinarily the

case that the longer the period the less likely it is that there are reasonable grounds for
disclosed it because the grounds for longer terms prospective financial information become
less verifiable.
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and-88-of this ASAE;foran-assurance-engagement are

present;

: | . . e
whe-are-to-perform-the-assurance-engagement-possess-the
hecessary-professional-competencies;

{e)(c) the assurance engagement has a rational purpose;

(Ref: Para. A59)

(d) the type of assurance required-on.different elements of the
prospective financial information by the responsible party
are acceptable to the assurance practitioner;

(Ref:.Para. A60)

(e =
j the assurance

practitioner has the capabilities, competence and necessary
gualifications to perform the engagement; and-

U —the assurance practitioner believes that the assurance
report will be used for its intended purpose.

88. If the preconditions for the assurance engagement or other factors
affecting engagement acceptance, as set out in -as-set-eutin

paragraph 86 of this ASAE are not present, the assurance
practitioner shall discuss the matter with the responsible party. If
changes cannot be made to meet the preconditions, the assurance
practitioner shall not accept the engagement as an assurance
engagement unless required by applicable law or regulation.
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Agreeing on the Terms of the Assurance Engagement

90.89. The assurance practitioner shall agree the terms of the assurance
engagement with the responsible party in writing. (Ref: Para. A61-A62)

91.90. The agreed terms of the assurance engagement shall include at a
minimum:
(Ref: Para. AB5)

(@)

ASAE 3450

the objective(s) and scope of the assurance engagement,
including:

(i) the assurance practitioner’s understanding of the
purpose of the assurance engagement and the
intended users of the-assurance report;

(i) confirmation that the assurance practitioner will
conduct the engagement in accordance with this
ASAE;

(iii) the nature, source, time period covered and
purpose of the prospective financial information;

{a(iv) a statement that the assurance practitioner is not
responsible for the preparation of the prospective
financial information, or for the selection of the

selection-of-the-assumptions-used-in-tsstated basis
of preparation;

{vi)(v) in connection with a non-public document, a
statement that the assurance practitioner will
disclaim responsibility for any reliance on the
assurance report by any party other than the

i the intended users, or for any
purpose other than that for which the assurance
report was prepared;
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;a
statement that an audit is not being performed and
that consequently, an audit opinion will not be

expressed;

(vii) the type(s) and proposed wording of the assurance
conclusion on the different elements of the
prospective financial information;

(viii)  astatement that the-fact-that-the engagement

cannot be relied upon to identify fraud(s), error(s),
illegal action(s) or otherirregularities that may
exist within the entity;

by ———a-summary of assurance-procedures-to-be-performed;

{e)(b) the responsibilities of the assurance practitioner, including:

(i)

(i)

compliance with relevant ethical requirements,
including independence;

performing assurance procedures on the
prospective financial information_to obtain
sufficient appropriate evidence for the type of
assurance required;;

(iii) issuing a written assurance report and any other

reporting agreed vggth the responsible partyfer-the
intended-purpose;>

’

(iv)

where applicable, and once satisfied it is
appropriate to, providing consent in the required
form to the responsible party to the inclusion fer
iof neluding-the assurance practitioner’s name and

59

See ASA 260 Communication with Those Charged with Governance for guidance on

specific matters that may be communicated in an audit engagement that may be helpful in an

assurance engagement involving assurance on prospective financial information.

Additionally, ASRE 2410 Review of Historical Financial Information Other than a

Financial Report provides guidance on specific matters that may be communicated in a

review engagement that may also be helpful in an assurance engagement involving

assurance reporting on prospective financial information.

ASAE 3450
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assurance report in the document; (Ref: Para.
AB4(c)(v))

{e)(c) the responsibilities of the responsible party including those
set out in paragraph 86 of this ASAE; and

{e)(d) _ such other terms and conditions that the assurance
practitioner determines are appropriate in the circumstances
of the assurance engagement. (Ref: Para. A64)

Changes in the Terms of the Assurance Engagement

92.91. The assurance practitioner shall not'agree to a change in the terms of

93-92.

94.93.

the assurance engagement where there is not-a reasonable
justification for doing.so./ If such a change is made, the assurance
practitioner shall not disregard evidence that was obtained prior to
the change. (Ref: Para. AG6)

If the terms of the assurance engagement_are to change, the
assurance practitioner and the responsible party shall agree on, and
record, the new terms of the assurance engagement in an assurance
engagement letter or other suitable form of written agreement.

(Ref: Para. /A67)

If the'assurance practitioner is unable to agree to a change in efthe
terms of the assurance engagement, and is not permitted by the
responsible party to continue the original engagement, the assurance
practitioner shall:

{a)——withdraw from the assurance engagement where possible
under applicable law or regulation-where-pessible-under
hicablol Tt

; and

(a)

(b) determine whether there is any obligation, either
contractual or otherwise, to report the circumstances to
other-parties-such-as-those-charged-with-governance;
owners-orregulators other than the responsible party.

Planning the Assurance Engagement

94.

. ol )
accordanece-with-this ASAEJPPL]The assurance practitioner shall

plan the assurance engagement in accordance with this ASAE by
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obtaining an understanding of the prospective financial information,

its preparation, and other assurance engagement circumstances to

identify and understand event(s) and transaction(s) that may have a

significant impact on the prospective financial information, or on the
assurance report. Such an- understanding shall be sufficient to
enable the assessment of any risks that the prospective financial
information may not be prepared in accordance with'the stated basis
of preparation, or that the assumptions used do not provide a
reasonable basis for the prospective financial information, or that the
prospective financial information is itself unreasonable.

Planning Activities (Ref: Para. A68-A73)

95.

If the assurance practitioner-does not have a prior knowledge of the
entity, Fthe assurance practitioner shall, at a minimum, obtain an
understanding of:

@ the nature -of the entity, -and-where-applicable--any

acquiree or divestee whose financial information is
included in the prospective financial information that is the
subject of the assurance report including including:

(i) its size, complexity, type of operations, ownership,
financial and regulatory structure, strategies,
industry, key products/services, competitors,
requlatory environment, management structure and
financial resources;

(ii) if it is in a start-up phase, or has been in operation
for a number of years. If the entity is in start-up
phase, the assurance practitioner ordinarily
expands the planning activities so as to be able to
obtain sufficient knowledge and understanding of

the entity; and
{)—theiroperations;
{i(iii) their assets and liabilities;
| i ;

{v)(b) relevant industry, legal and regulatory and other external
factors pertaining to the entity and any acquiree or divestee;
and
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{d)(c) the applicable-financial-reporting-frameworkstated basis of
preparation of the entity and of any acquiree or divestee.

96. Notwithstanding any prior knowledge, the assurance practitioner
shall obtain, as a minimum, an understanding of:

(a) the stated basis of preparation chosen by the responsible
party for the historical financial information;

(b) the historical financial information, including the time
period covered, any adjustments made, intended use and the
extent to which it is affected by the responsible party’s
judgements, sufficient to design assurance procedures to
enable the assurance practitioner to be able to express the
required type of assurance;

(c) if available, the nature of other information to be included
in the document sufficient to assess whether it is consistent
with the historical financial information;

(d) an-understanding-the requirements of any applicable law or
requlation that may impact the historical financial
information:-*

(e) the expertise of the preparers of the historical financial
information; and

() internal control over the process used to prepare the
historical financial information.

60 Prospective financial information included in a public document under the Corporations

Act 2001 is required to be based on reasonable grounds to be considered not misleading.
See section 728(2) and section 769C of the Corporations Act 2001. See ASIC’s RG 170
Prospective Financial Information for further guidance on what constitutes “reasonable
grounds”, as well as some non-exhaustive examples of indicative factors that may suggest
or demonstrate reasonable grounds.
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97. The assurance practitioner’s i i iopsplanning
procedures shall include:

@ setting the scope, timing and.direction of the assurance
engagement;

{b)——assessing whether the assurance practitioner will need to
contact theentity’s auditorin respect of the latest audit
opinion or review conclusion expressed on the financial

report;

nformation;-and/or
prospective-financiabinformation-as-compared-to-actual
results:

(c) assessing whether there are any going concern issues;

; oo i " he roliability of
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{y(d)  setting materiality levels for planning and performing the
engagement and evaluating the likelihood of material
misstatements;®?

{h(e)  assessing eensideration-of-assurance engagement risk;
(Ref. Para. A71)

{m)(f) evaluating ien-ef-whether the use of (an) expert(s) is/are
required;_and

2 The concepts and discussions on materiality in an audit engagement are contained in

ASA 320 Materiality in Planning and Performing an Audit and may be helpful in
determining the materiality levels for an assurance engagement.
The concepts and discussions on assurance engagement risk relevant to an audit
engagement are contained in ASA 315 Identifying and Assessing the Risks of Material
Misstatement through Understanding the Entity and Its Environment, and may be helpful
to assurance practitioners when determining assurance engagement risk in the conduct of
an assurance engagement.

63
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e)(q)

prospective-financia-information;

considering the required engagement team resources for the

engagement and how such resources will be managed,
directed and supervised.;-and

: .

e Finaneial ind 1

Reliance on the work performed by othersef-anetherExperter-Assuranee

Practitioner

98. The assurance practitioner shall consider whether to use the work of

any.expert, the responsible party’s expert or other assurance

practitioner for the purposes of the assurance engagement, taking

into account the following:

(a)

whether the assurance practitioner can obtain access to the

(b)

relevant working papers supporting the assurance
practitioner’s or expert’s report;

the purpose for which the work was performed and the risks

(c)

of material misstatement to which the expert’s work relates:

the significance of the assurance practitioners or experts

(d)

work in the context of the assurance engagement;

any prior knowledge of and experience of the work

(e)

performed by that expert;

if applicable, audit or review materiality levels set;

(f)

if applicable, audit or review approach taken;

(o)

if applicable, any audit or review differences identified;

(h)

the type of audit opinion, review conclusion or report

(i)

issued, and if applicable, the reasons for any modification;
and

if applicable, whether the base financial information has

ASAE 3450

been prepared in accordance with the stated basis of
preparation of the entity.
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98:99.

If the assurance practltloner does intends to place reliance® on the
~ workofan expert, ® the responsible party’s expert® or er-other
assurance practitioner for the purposes of the assurance engagement,
the assurance practitioner shall consider if a written
acknowledgement by the expert or other assurance practitioner is
required in order for the assurance practitioner to rely.on the work
performed; and if so, shall request such an acknowledgement. {Ref:
Para-AT76)

99.100. If the expert or other assurance practitioner does not provide a

required written acknowledgement, the assurance practitioner shall
consider what additional procedures, if any, are required for the
assurance practitioner’s purposes in order to place reliance on the

other-assurance-practitioner>s-WOrk. (Ref: Para. A74)

100.101:If the expert or other assurance practitioner permits reliance to be

placed on the work performed, the assurance practitioner shall
request access to the work in order to:

@ evaluate the competence, capabilities, objectivity and
independence of that expert or other assurance practitioner;

(b) obtainan-understanding-of the scope, timing, type of work
performed and outcome of the work performed;

(c) evaluate the appropriateness of the work performed as
evidence for the purposes of the assurance engagement;

(d) determine; based on the expert-er-other-assurance
praetitioner’s-work performed, whether additional
assurance procedures are required to be performed on the
historical-prospective financial information in order for-the
asstranee-practitioner-to obtain sufficient appropriate
evidence on which to previde-base the required assurance
conclusion;

64

The concepts and discussions on auditor’s using the work of other experts are contained in

ASA 620 Using the Work of an Auditor’s Expert and may be helpful in determining the

65

extent of reliance in an assurance engagement.
See ASRE 2405 Review of Historical Financial Information Other than a Financial

Report, paragraph 28; ASAE 3000 Assurance Engagements Other than Audits or Reviews
of Historical Financial Information, paragraphs 47-55, and ASA 620 Using the Work of

66

an Auditor’s Expert.
The concepts and discussions on auditors assessing and placing reliance on the work

performed by the entity’s expert are contained in ASA 500 Audit Evidence and may be

helpful in determining the extent of reliance by an assurance practitioner in an assurance

engagement.
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(€)

if applicable, evaluate whether the other assurance
practitioner’s audit opinion or review conclusion was
modified and determine the implications for the assurance
engagement including considering:

Q) the assurance practitioner’s ability to undertake the
engagement in accordance with the agreed terms;
and

(i) the potential impact, if any, on the assurance

procedures to be performed.

Performing the Assurance Engagement

Assurance Procedures

The assurance practitioner shall use professional judgement to

design and perform procedures to obtain sufficient appropriate
evidence on the different elements of the prospective financial

information appropriate to the type of assurance to be obtained.

Such procedures shall include-ineluding: (Ref: Para. A75)

ensuring the prospective financial information reflects any

changes made to the stated basis of preparation from the
prior audited or reviewed period, and if so, the nature of the
change and its effect; and determining the differences, if
any, between the basis of preparation of the prospective
financial information and that of other financial information
included in the document and assessing the reasons for any
differences;

if the source of the base financial information has not been

previously audited or reviewed, perform such procedures as
is necessary in the assurance practitioner’s professional
judgement to obtain sufficient appropriate evidence on
which to rely for the assurance engagement purposes;

. . tability of

> S
preparation;

102
(a)
104-(b)
ASAE 3450
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()]

has-been—has-been—and[PL3]}where applicable, reading the

(d)

most recent audit ore review.working papers relating to the
entity’s financial report itddentify any mattes that may
affect the historical-financial information;

considering the reasonableness of the time period covered

(e)

by the prospective financial information;

performing analytical procedures on the prospective

financial information, where possible;

2 : . ;

{ay——1FPL2Jassessing whether the i

the-suitability of the- whether
the-stated basis of preparation of the prospective financial
information i i i itabih

—{PL3}whetherit-and

(f)

I . iability of any-adi

b))

: is
adequately described in the financial information section of
the document; and

assessing whether the stated basis of preparation provides a

(h)

reasonable basis for presenting the significant effects
attributable to the event(s) or transaction(s); (Ref: Para. A78)

performing consistency checks in the application of the

ASAE 3450

stated basis of preparation to the histericalprospective
financial information;
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(i) making enquiries of the responsible party, other experts and
relevant parties.

{&)(j) _ verifyingunderstanding; if the source of the base financial
information includes historical financial information;

whether such-historical financial information has been
previously-audited or reviewed and the type of audit
opinion or review conclusion expressed;.and (Ref: Para. A76)

{£)———determining whether the assumptions used in the
preparation are_consistent with the stated basis of

preparation, :(Ref-Para—A78)
{H———supported’by appropriate evidence, ;
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103, fRPLAHARIIWHen-tthe assurance practitioner obtains oral
representations from the responsible party in respect of matters
supporting the histerical-prospective financial information, the
assurance practitioner erdinaribyshall:

€)] evaluates their reasonableness and consistency with other
evidence obtained, including other representations;

(b) considers whether those making the representations can be
expected to be well informed on the particular matters;
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(c) obtains appropriate corroborative evidence;®® and
(d) documents the key aspects of the oral representation.
AL3:104.  Htheassurance-engagementterms-include-the asstirance

nformationT-the nature, timing, and extent of review-assurance
procedures to be carried out may be influenced by various factors,

including: {Ref:-Para: 38)

@ whether the historical financial information included in the
document if the-entity’s-finaneiabreport-has already been
audited or reviewed, and if so whether the audit or review
was conducted in accordance with Australian Auditing
Standards; and what type of audit opinion or review
conclusion‘was expressed in the auditor’s report;

(b) whether the prospective financial information included in
the document is prepared on:the same basis of preparation

whether-the-histerical-financial-information-included-in-the

decumentis-eonsistent-with that of the prior period audited

or reviewed historical financial information;—Ferexample;
' > ; i

(© whether the source
and time period covered by the hﬁteneal—p_rospectlv
financial information are appropriate under the applicable
stated basis of preparation.
The evaluation of the appropriateness of the source and the
time period used should include an assessment of whether

there are any inconsistencies with the applicable-financial
reporting-framework

stated basis of preparation;

68

The concepts and discussions on corroborative evidence relevant in investigating unusual
fluctuations relevant to an audit engagement are contained in Auditing ASA 520
Analytical Procedures, and may be helpful in determining appropriate corroborative
evidence in an assurance engagement.
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105.

(€)

{or-other-applicablefinancial-reporting-framework);

(d) [PL2HAR2}whether there is a need to make adjustments
previously considered immaterial in the prior period audit
or review of the financial report;

responses received from the responsible party and/or 0t7r(1)er

parties

Such enquires may relate to whether there were:

(i)

(i)

(iii)

(iv)

any changes in‘accounting policies, financial
reporting practices and other reporting
requirements that.occurred during the.time period
under examination;

any adjustments required to convert the basis of
the financial report presentation from an overseas
jurisdiction’s generally accepted accounting
principles to i i

other-apphicable-Australian-reporting
framework)the stated basis of preparation;

any unadjusted audit differences from the most
recently audited or reviewed financial report that
may be material for the purposes of the document;

the treatment of any provisions and other
significant accounting estimates (such as asset
revaluations) in the financial report; and

(V) any significant transactions with related parties,

(for example, assets—purchasedassets purchased
from an associated entity).

The assurance practitioner considers the adequacy, relevance and

reliability of the information obtained to be used as evidence.”*

70

ASAE 3450

The concepts and discussions on using the work of another auditor or internal auditor
relevant to an audit engagement are contained in Auditing Standard ASA 600 Special
Considerations-Audits of a Group Financial Report (including the Work of Component
Auditors) and Auditing Standard ASA 610 Using the Work of Internal Auditors which
may be helpful in considering the work of other auditors applicable to an assurance
engagement.
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106.

If the responsible party’s assumptions on which the prospective

107.

financial information lack supporting evidence, and are based-are
determined by the assurance practitioner not to be-reasonable
grounds, the assurance practitioner shall consider thesuch
assumptions to be hypothetical and shall determine the implications

for the assurance engagement and the assurance report, taking into

account any applicable law or regulation.

Where the assurance practitioner identifies matters requiring further

investigation, additional assurance procedures shall be performed to
reduce the assurance engagement risk to an appropriate level to the
required level of assurance.

71

The concepts and discussions on obtaining evidence relevant to an audit engagement are

72

contained in ASA 500 Audit Evidence which may be useful to assurance practitioners

when determining the extent of the evidence required to be obtained in the conduct of an

assurance engagement.
See RG 170.

ASAE 3450 -90 -



Standard on Assurance Engagements ASAE 3450

Assurance Engagements involving Corporate Fundraisings and/or
Prospective Financial Information (Re-issuance of AUS 804 and
AGS 1062)

102.108.The assurance practitioner’s assessment of risk may change during
the course of the assurance engagement as additional evidence is
obtained. In circumstances where the assurance practitioner obtains
evidence from performing further assurance procedures, or if new
information is obtained, either of which is inconsistent with the
evidence on which the assurance practitioner originally based the
assessment, the assurance practitioner shall revise the assessment
and modify the further planned assurance procedures accordingly.

103:109.The assurance practitioner shall remain alert throughout the
engagement for any event(s), condition(s), transaction(s), or error(s)
that may:

@ cast doubt over thereliability, accuracy or completeness of
the information used as evidence for the prospective
financial information or underlying assumptions; and/or

(b) require changes, or additions, to the assurance procedures
in order to obtain sufficient appropriate evidence on which
to base an assurance conclusion on the prospective financial
information.

Adjustments Identified by the Assurance Practitioner

104-110.When during the conduct of the assurance engagement a matter(s)
come(s) to the assurance practitioner’s attention that cause(s) the
assurance practitioner to believe that it is necessary to make a
material adjustment to the prospective financial information erthe
i tons;-for it ivefi iaki i
i  to be prepared in accordance with the
stated basis of preparation, the assurance practitioner shall
communicate this matter(s) as soon as practicable to the responsible
party.
(Ref: Para. A81)

105:111.1f\Where- the responsible party refuses to make the adjustment, the
assurance practitioner shall i implicati
express an adverse conclusion in
accordance with paragraph 130 of this ASAE-assurance-report.
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Evaluating the Sufficiency and Appropriateness of Evidence Obtained
(Ref: Para. A82-A83)

106-——The assurance practitioner shall evaluate whether the assurance

practitioner has obtained sufficient appropriate evidence’ on which
to express an Hmited-assurance conclusion on the prospective
financial information. (Ref:Para—A84)

Other_ Information Included in'the Document

108.113.When the document containing the prospective financial information

and assurance report includes other.information, the assurance
practitioner shall request from the responsible party a copy of that
document and read its entire contents for the sole purpose of
identifying any to-enstre-there-are-ne-material inconsistencies_with,
or -emissiens;material misstatements of fact_in relation to,-or
misleading-or deceptive statements-that- may-relate-to-the the
prospective financial information-and/orthe-assurancereport. (Ref:

Para. A84)

409.114.1f the assurance practitioner: (Ref: Para. A85)

@ identifies a material inconsistency between the other
information and the prospective financial information; or

(b) becomes aware of a material misstatement of fact in that
other information that is related to the prospective financial
information; or

(© identifies a potentially misleading or deceptive statement in
relationrelated to the prospective financial information;

the assurance practitioner shatl-discusses the matter(s) identified
with the responsible party and:

73

The concepts and discussions on the sufficiency and appropriateness of evidence related to
an audit engagement are contained in ASA 500 Audit Evidence and may be helpful in
evaluating the evidence for an assurance engagement.
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110-(d) -Hf the assurance-practitionerand-the-responsible party
agrees to a revision of the document, the assurance

practitioner shall request an updated copy of the document
in order to ensure the revisions have been made; or-

if the responsible party refuses to make the revisions, the
assurance practitioner shall consider whether to:take further

112.(e) Htheresponsible party refusesto-make-therevisions-the
assurance-practitionerconsiderwhether to:

{a)(i)  obtain legal advice on the appropriate course of the
action for the assurance practitioner;

£B)(ii) __include in_the assurance report an Other Matter
paragraph’® that describes the material
inconsistency and/or misstatement of fact;

{e)(iii) withdraw consent for the responsible party to
include the assurance report in the document;
and/or

{e)(iv) withdraw from the assurance engagement, where
withdrawal is possible under applicable law or
regulation.

Going Concern Considerations
113:115.The assurance practitioner shall determine if an assessment of the

entity’s ability to continue as a going concern is relevant to the
assurance engagement.’® (Ref: Para. A86)

™ The concepts and discussion on the use of an Other Matter paragraph relevant to an audit

engagement are contained in ASA 706 Emphasis of Matter Paragraphs and Other Matter
Paragraphs in the Independent Auditor’s Report, paragraphs 8-Aus 8.1,and may be
helpful in determining its form, content and location in the Investigating Accountant’s
Report applicable to an assurance engagement.
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114.116.If the assurance practitioner determines that an assessment of the
entity’s ability to continue as a going concern is relevant, the
assurance practitioner shall perform such an assessment in order to
obtain sufficient appropriate evidence regarding the appropriateness
of the responsible party’s use of the going concern assumption in the
preparation of the prospective financial information.
(Ref: Para. A87-A88)

115:117.1f the assurance practitioner concludes the entity is not a.going
cencern;concern or if there is a material uncertainty related to
event(s)_or condition(s) that individually or collectively may cast
significant doubt on the entity’s ability-to continue as a going
concern, the the-assurance practitioner shall consider the
implications for the assurance engagement and the assurance report.
(Ref:Para. A89)

Consideration of Events Up to the Date.of the Assurance Report
(Ref: Para. A91-A92)

116:118.The assurance practitioner shall'consider the impact of any event,
transaction, assumptien.-or error of which the assurance practitioner
becomes aware, that may materially affect the prospective financial
information, for the time period up to and including the date of the
assurance report. £

117:119.The assurance practitioner shall discuss with the responsible party
any such event(s), transaction(s), assumption;-or error(s) identified
in
paragraph 118 of this ASAE, with a view to concluding as to
whether its effect on the prospective financial information is
material, and has been or requires i I
adjustment ed-fer-and/or disclosed in the prospective financial
information, and/or elsewhere in the document..-and/or-the-assurance
report_If the required adjustment is not made, the assurance
practitioner shall consider the implications for the assurance report,
including modifying the assurance conclusion.

7 The concepts and discussions on the going concern assessment relevant to an audit

engagement are contained in ASA 570 Going Concern, and may be helpful in performing
a going concern assessment in an assurance engagement. Australian Accounting Standard
AASB 101 Presentation of Financial Statements, paragraphs 25-26 contains relevant
guidance on the going concern assessment.
The concepts and discussion on the subsequent events relevant to a financial report audit
engagement are contained in ASA 560 Subsequent Events and may be helpful in assessing
subsequent events in an assurance engagement related to prospective financial information.

7
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Consideration of Events lIdentified After the Date of the Assurance
Report (Ref: Para. A93-A94)

118.120.1f the assurance practitioner becomes aware of event(s),
transaction(s) or error(s) after the date of the issuance of the
assurance report and before the relevant date that may-have caused
the assurance practitioner to amend the assurance report, had the
assurance practitioner known of such events-transactions-or
errorsmatters -that-existed-at the date of that assurance report, the
assurance practitioner shall:

@ discuss such event(s) and/or transaction(s) with the
responsible party; and

(b) consider what further action is'appropriate in the
engagement circumstances; including the implications for
the assurance report.-

119.121.The assurance practitioner shall revoke any consent previously
provided, to include the assurance report in the document, if the
matter(s) referred to in paragraph 120 of this ASAE are not, in the
assurance practitioner’s professional judgement, appropriately
addressed by the responsible party.

Written Representations

120:122.The assurance practitioner shall request written representations from
the responsible party at the completion of the assurance engagement
containing the following: (Ref: Para. A95)

(a) those described in paragraph 86 of this ASAE;

(b) an acknowledgement of the intended use of the prospective
financial information;

(c) confirmation that the going concern basis of preparation of
the prospective financial information is appropriate in the
document;

(d) confirmation that there are no currently anticipated material

changes to be made to the prospective financial information
between the date of the assurance report and the relevant
date;
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{&)(e) _confirmation that there has been no advisingthe-assurance
practitionerofany-matter(s), event(s) or issue(s) that has

arisen or been discovered subsequent to the preparation of
the prospective financial information that may impact, or

require adjustment to, the prospective financialinformation;

() providing the assurance practitioner with a listing of all
known uncorrected immaterial misstatements in the
prospective financial information, together with-an
acknowledgement that the responsible party is responsible
for confirming that such misstatements are immaterial;

{b}———confirmation of the completeness of material assumptions
used; i i ieati
in'the preparation of the prospective financial information
and that they ;

jons-remain appropriate,
even though the underlying.information may have been
accumulated over a period of time;_and

{g)(h) _such other written representations that the assurance
practitioner determines are appropriate in the engagement
circumstances.

121.123.The date of the representation letter shall be as near as practicable to,
but not after, the date of the assurance report. (Ref: Para. A96)
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122.—If The assurance practitionershall-evaluate the representations
ved T bl A i bl I
G@H%mﬂey—wmmm—mﬁdm i } i i i O

124, [P H-one-o-more-ef-the-requested-written-representations-are-not
provided;-or-the assurance practitioner has sufficient doubt about the
competence, integrity, ethical values, or diligencereliability of those
providing the written representations_or if the representations
received are inconsistent with other evidence,; the assurance
practitioner shall:

@ discuss the matter with the responsible party;

(b) perform other procedures to attempt to resolve any
inconsistencies;

{b)(c) re-evaluate the integrity of the responsible party and
evaluate the effect this/may have on the reliability of
representations (oral or written) and evidence in
generalimplications-for-the rehiability-of evidence obtained;
and

(d) take appropriate action, including determining the possible
effect on the assurance conclusion inand the assurance
report.

125. If the representations remain inconsistent with other evidence, the

assurance practitioner shall reconsider the assessment of the
competence, integrity, ethical values, or diligence of the responsible
party or of its commitment to an enforcement of these, and shall
determine the effect that this may have on the reliability of
representations (oral or written) and evidence in general
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s | . ion_inchudi . e
the-asstranee-conclusionand-the-assurance-repert:

Forming the Assurance Conclusion

126.

The assurance practitioner shall form a conclusion on each ‘aspect of
the the-prospective financial information. In forming that
conclusion, the assurance practitioner shall-censider:

125:(a) consider the assurance practitionet’s conclusion in
Fthi regarding the
sufficiency and appropriateness of evidence obtained; and-

126-(b) evaluate whether there/are any-uncorrected misstatements
are material, either individually or in aggregated, to the
prospective financial information.}f-applicablethe
ﬁnaneraLu#ermaHenshaﬂ-be%leaﬂyéepara{eﬂfmmmel - . ol i : i
the-assurance-report:

Unmodified Conclusions

127.

The assurance practitioner shall express an unmodified conclusion in
the assurance report on each aspect of the prospective financial
information when the assurance practitioner concludes:

@ with in-a-limited assurance engagement-that, based on the
procedures performed, nothing has come to the assurance

practitioner’s attention_that the causes the assurance
practitioner to believe that:

i the
assumptions used in the
preparation of the prospective financial
information do not provide reasonable grounds for
the prospective financial information,

(ii) in all material respects, the believethatthe
Q%WMW e i al o " ‘
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(b)

(a)(iii)

the-prospective financial information is prepared in
accordance with the i i i i
frameworkstated basis of preparation and on the
basis of the assumptions, and

the prospective financial information'is itself

unreasonable, oror

with a mixture of limited and ir-a-reasonable assurance, that

based on the procedures performed:

(i)

nothing has come to.the assurance practitioner’s

(ii)

attention that causes the assurance practitioner to
believe that.the assumptions used in the
preparation of the prospective financial
information do not provide reasonable-grounds for
the prospective financial information;

in all material respects, the prospective financial

b)(iii)

information is prepared in accordance with the
stated basis of preparation and on the basis of the

assumptions; and

nothing has come to the assurance practitioner’s

attention that causes the assurance practitioner to
believe that the prospective financial information

is itself unreasonable.engagement;-that-the
WW I I i l' e\Ne (.

Emphasis of Matter Paragraphs

128.

The assurance report shall include an Emphasis of Matter paragraph

129.

alerting users of the assurance report that the prospective financial

information is prepared in accordance with the stated basis of

preparation and that, as a result, the assurance report may not be

suitable for another purpose.”

The assurance practitioner shall include an Emphasis of Matter

paragraph in the assurance report when the assurance practitioner

concludes it is necessary to draw users’ attention to a matter

78

See ASA 800 Special Considerations — Audits of Financial Reports Prepared in Accordance

with Special Purpose Frameworks for further guidance.

ASAE 3450
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disclosed in the prospective financial information or accompanying

explanatory notes on the basis that the matter is of such importance

that it is fundamental to users’ understanding of the prospective

financial information.”

Modified Conclusions

129.130:The assurance practitioner shall express a modified conclusion if:

(@)

(b)

having obtained sufficient appropriate evidence, the
assurance practitioner concludes that the effects, or possible
effects, of a matter are not so material or pervasive as to
require an adverse conclusion or a disclaimer of conclusion
(qualified conclusion);

having obtained sufficient appropriate evidence, the
assurance practitioner concludes that one or more material
assumptions do not previde-have a reasonable basis for

jons-or areinclude-material

best-estimate-assumptions,-
hypothetical assumptions-(adverse conclusion); or

(c) the assurance practitioner is unable to obtain sufficient

e)(d)

appropriate evidence on which to base an assurance
conclusion, and concludes that the possible effects on the
prospective financial information of undetected
misstatements, if any, could be both material and pervasive
(disclaimer of conclusion); or

express a qualified or adverse conclusion, as appropriate, in

the assurance report when the responsible party has not

9

The concepts and discussions on the circumstances under which an emphasis of matter is

included in an auditor’s report are contained in ASA 706 Emphasis of Matter Paragraphs
and Other Matter Paragraphs in the Independent Auditor’s Report. 1t may be helpful in

assisting the assurance practitioner decide if an Emphasis of Matter paragraph is appropriate

for an assurance engagement relating to fundraisings.

ASAE 3450
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made required disclosures related to material uncertainties
in respect of going concern® in the document. (Ref: Para. X)-

130.——The assurance practitioner shall discuss with the responsible party
any conclusion that is intended to be modified prior to preparing the
assurance report. If the responsible party does not agree to make the
necessary changes to appropriately resolve the matter, the assurance
practitioner shall include the modified conclusion in the assurance
report and consider any other implications for the assurance
engagement. (Ref: Para. X)

(b)131. includean-Emphasis-of-Matter-Paragraph-in-the-assurance-report

document.®*

Preparing the Assurance Report

132. The assurance practitioner shall provide a written assurance report to
the responsible party containing a clear expression of the assurance
practitioner’s conclusion on the prospective financial information
included in the document. (Ref: Para. A101)

133.  If applicable, the assurance practitioner’s conclusion on the
prospective financial information shall be clearly separated from
other types of financial information within the assurance report.
(Ref: Para. A102)

80
8T

See ASA 570 Going Concern for further guidance.
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Basic Elements of the Assurance Report

134.  The assurance report shall include, at a minimum, each of the
following elements: (Ref: Para. A103-A104)

(@)

(b)
()]

a statement that clearly indicates the report is‘an
independent assurance report;

an addressee;

a background section that identifies the purpose of the

assurance report, and where applicable, the fact that it will
be included in the document;

{e)(d)~ ascope section that:

ASAE 3450

Q) identifies the entity(s) whose prospective financial
information is'the subject of the assurance report
and where applicable, the responsible party;

{H)(ii) identifies the nature-and-source of the prospective
financial information being reported on, and-the
time period covered; and where applicable, an
statement that the assurance report has been
prepared for inclusion in the document, and that as
a result, the prospective financial information may
not be suitable for another purpose;

(iii) defines-describes the applicable-financial-reporting
frameworkstated basis of -used-in-the-preparation
selected by the responsible party in the preparation
of the prospective financial information-as-the

in-Australian-Accounting-Standards;

{)——identifies the type of assurance required on
different elements of the prospective financial
information and the nature and extent of
procedures performed supporting that type of
assurance;
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{vi)(v) includes-a-statesment that the assurance
engagement was performed in accordance with this
ASAE;

{vi——if applicable, a-statementstates that the firm which
the assurance practitioner is a member of holds an
Australian Financial Services License under the
Corporations Act 2001;

i pl

i indl ‘
performed:

{)——if‘applicable, a statement that the assurance statements-by

: el not include:

oerengagement did not include updating or re-issuing any

&(e) applicableupdating-any-previoushy audited or review
report onwed financial information used as the source of the
prospective financial information;-and

N e financialing .
represent-the-entity’s-actualresults;

e)(f)__the assurance practitioner’s assurance conclusion_on the
different elements of the prospective financial information:

(i) with #-a-limited assurance_ and -
an unmodified conclusion, that nothing has come
to the assurance practitioner’s attention that causes
the assurance practitioner to believe:
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o that the best-estimate-assumptions do not
provide a-reasonable basis-grounds for the
prospective financial information;

oo in all material respects, that the
prospective financial information'is not
properly prepared on the basis of the
best-estimate-assumptions as described in
section [X] of the document,.and is not
presented fairly in accordance with the

frameworkstated basis of preparation
being [insert details]-as-described-inthe

seepe-section-efreport; and_consequently
that

Lo that-the prospective financial information
itself/is unreasonable; or

(i) inawith limited assurance engagemem—wmand a

moadified conclusion,

clear description of all the reasons for the
modification, with the effects appropriately
quantified, to the extent reasonably practical, and
disclosed in the assurance report; or

(iii) n-an-asstrance-engagement-which-expresseswith
both reasonable and limited assurance on different
elementsaspeets of the prospective financial
information:

oo reasenable-limited assurance that nothing
has come to the the-assurance
practitioner’s attention that causes the
assurance practitioner to -believes-in-al
material-respects; that the best-estimate
assumptions do not provide a-reasonable
groundsbasis for the prospective financial
information;

e reasonable assurance that in all material
respects, the prospective financial
information is preperhy-prepared on the
basis of the best-estimate-assumptions as
described in section [X] of the document;
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and is presented fairly in accordance with
the i i } i
frameworkstated basis of preparation
being [insert details];-as-deseribed-in-the
scope-section-of-this-repert; and

oo limited assurance that that nothing has
come to the assurance practitioner’s
attention that causes the assurance
practitioner to believe the prospective
financial information‘itself is
unreasonable; or

{iv)——with reasonable assurance and a with-a-modified

(iv)

conclusion(s), statements that-provide-a clear
description of all the reasons for the
moadification(s); related-te:

related to a particular aspect of the prospective

financial information, with the effects
appropriately quantified, to the extent reasonably
practical, and disclosed in the assurance report;
and

9(q) if where-applicable, an Emphasis of Matter includesa

paragraph alerting users of the assurance report that the

prospective financial information has been prepared in
accordance with the stated basis of preparation for inclusion

H(h)

in a-specific-the document and that as a result, the

prospective financial information may not be it-is-ret

suitable for any-otheranother purpose;

where the assurance practitioner has identified a-section

ASAE 3450
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whether-any-material event(s) or transaction(s) outside the
entity's ordinary business that in the assurance practitioner’s
professional judgement have-come-to-the-assurance
praetitioner’s-attention-that-weuld-require comment, or
adjustment to, the prospective financial information, but are
not adequately addressed in the professional financial
information and/or offering document, the assurance
practitioner shall include a section covering such material
event(s) or transaction(s) and if and-where-applicable, their
potential impactt to the extent it can be reasonably
estimated;

{g)(i) _ statements that:

@) actual results are likely to be different from the
prospective financial information since-anticipated
event(s) or transaction(s) frequently do not occur
as expected and the variation could be material;
and

(ii) disclaim the assurance practitioner’s responsibility
for the achievability of the results indicated by the
prospective financial information; and

—if applicableé clearly identify any hypothetical
assumptions® in thethe prospective financial

information ineludes-hypothetical-assumptions
onds

—and
confirmation that they have

no
significant impact I
informationupon the projected outcome;

MWWW ion:

() anindependence, or disclosure of interest, statement;

8  See RG 170.
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(k) the assurance practitioner’s signature;

da() _ the date of the assurance practitioner’s report that shall be
the date the assurance practitioner signs the report; and

{h(m) the assurance practitioner’s address.

135. If the assurance practitioner is required by law or regulation to use a
specific layout or wording in the assurance report, the assurance
practitioner shall evaluate whether the assurance report is acceptable
in the circumstances of the assurance engagement if not, whether

whether-additional explanation in the assurance practitioner’s report
can mitigate possible misunderstanding.

135.136:The assurance practitioner shall not.-report compliance iathe
assurance-repert-with this ASAE or other AUASB Standards in the

assurance report unless it the-assurance+epert-includes, at a
minimum, each of the elements identified in paragraph 134 of this

ASAE.

Consent to the Inclusion of the Assurance Report in a Public Document
(Ref: Para. A105-0)

136:137.The assurance practitioner shall consider the requirements of:

@ applicable law or regulation when providing consent in
writing to the inclusion of the assurance report in the
document; and

(b) tFhe results of the assurance practitioner’s consideration of
other information included in the document as required by
paragraphs 113 to 114(e) inclusive of this ASAE

137.138.Where the assurance practitioner considers it inappropriate for the
assurance report to be included in the document, consent shall either
not be provided, or be revoked prior to the relevant date of the
document’s release.

Documentation (Ref: Para. A106-A107)

138:139.The assurance practitioner shall prepare documentation on a timely
basis.
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139.140.The assurance practitioner shall prepare documentation that is
sufficient to enable an experienced assurance practitioner, having no
previous connection with the assurance engagement, to understand:

@ the nature, timing and extent of the assurance procedures
performed to comply with this ASAE and applicable legal
and regulatory requirements;

(b) the results of the procedures performed, and the-evidence
obtained; and

(© significant matters arising during the assurance
engagement, the conclusions reached thereon, and
significant professional judgements made in reaching those
conclusions.
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Subsection: Pro Forma Forecast

1en
the assurance practltloner 1S requwed to provide assurance on the pro

forma forecast financial information itself. When the assurance
practitioner is requested to provide assurance on whether the pro
forma financial information has been properly compiled, refer to
ASAE 3420 Assurance Engagements-to Report on the Compilation
of Pro Forma Financial Information Included in a Prospectus.
Paragraphs 142 to 149 inclusive/of this ASAE deal with additional
special considerationsdn.the application lof the prospective financial
information requirements in paragraphs 85 to 140 inclusive of this
ASAE to prospective financial information with that-have-had-pro

forma adjustments applied to it/resulting in'a pro forma forecast.

Assurance Engagement Acceptance
Preconditions for Acceptance (Ref: Para. A108-0)

140:142.1n addition to the requirements in paragraphs 231 and 2423 of this
ASAE, the assurance practitioner shall, prior to agreeing the terms
of the assurance engagement, obtain agreement from the responsible
party that it accepts its responsibility for-selecting:

€)] selecting the base financial information seurce-efthe
historical-financial-information-uused for-the-preparation-of

thfor thee pro forma historical financial information;

(b) selecting and determining the pro forma adjustments-te-be

(c) selecting the basis of preparation of the pro forma histerical
financial-informationforecast;
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(d) complying with the requirements of all applicable laws and
requlation;” and

(e) the preparation of the pro forma forecast for the time
period(s) stated, in accordance with the stated basis of

preparation.

Other Factors Affecting Engagement Acceptance

143. In addition to the requirement in paragraph 94 to 101 inclusive of
this ASAE, the assurance practitioner shall only accept the
engagement when the level of assurance to be provided on the pro
forma forecast is not higher than the level of assurance expressed on
the base financial information, ifit was previously audited or

reviewed.

Planning the Assurance Engagement
Planning Activities

143.144.1n addition to the requirements in paragraphs 94 31-to 9633 inclusive
of this ASAE, the assurance practitioner’s planning considerations
procedures shall include: (Ref: Para. {a)()X)

@ determining the source of the base financial information,
whether it has been previously audited or reviewed, and the
type of audit opinion or review conclusion was issued;

8 For example refer RG 228 and RG 230 Disclosing non-1FRS financial information

(December 2011) issued by ASIC.
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{&)(b) determining the additional procedures required if the base
financial information has not been previously audited or
reviewed;and

(9] understanding the basis for, and calculations underlying, the
pro forma adjustments:; (Ref: Para. A109-A110) and

(d) determining any applicable law or requlation covering the
preparation of a pro forma forecast.**

Performing the Assurance Engagement

Assurance Procedures

146:145.1n addition to the requirements in paragraphs 102 to 109 inclusive of
this ASAE, the assurance practitioner shall design and perform the
following procedures, at a minimum, on the pro forma forecast:

@ if the source of the base financial information has not been
previously audited or reviewed, perform such procedures as
IS necessary in the assurance practitioner’s professional
judgement to obtain sufficient appropriate evidence on
which to rely for the assurance engagement purposes;

(b) determininge the differences, if any, between the basis of
preparation of the pro forma histerical-financial
nformationforecast *s-withand that of the corresponding
most recent audited or reviewed historical financial
information, and assessing the reasons for any differences;

(c) consider the reasonableness and appropriateness of the
stated basis of preparation and time period covered by the
pro forma forecast;

8 Refer RG 230 for further guidance.
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{e)——determininge whether the pro forma adjustments selected
and applied by the responsible party are:

(d) [RL2]are consistent with the stated basis of preparation,
correcterrors-or-uncertainties:supported by appropriate
evidence, and are arithmetically correct;®

% Refer RG 170 and RG 228 for further guidance on the nature of pro forma adjustments.
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(e) [PE2}determininge whether the resultant pro forma
financial-informationforecast reflects the results of applying
the pro forma adjustments to the base financial information
and is itself reasonable;

(A assessing whether the stated basis of preparation of the pro
forma forecast is adequately described in the financial
information section of the document;

assessing whether the stated basis of preparation provides a
reasonable basis for presenting the significant effects
attributable to the event(s) or.transaction(s).
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146.

If the assurance practitioner is not satisfied that the pro.forma

adjustments:

(a) have been made in accordance with the stated basis of
preparation, and/or

(b) lack sufficient appropriate evidence; and/or

13y the assurance shall consider the implications for the
assurance engagement and the assurance report.

Written Representations

147.

In addition to the requirements in paragraphs 122 to 1252 inclusive
of this ASAE, the assurance practitioner shall request the
responsible party to include in the written representation letter an
acknowledgement of the responsible party’s responsibilities for:

€)] the preparation and presentation of the pro forma forecast
based on the underlying assumptions and the stated basis of
preparation;

(b) determining the applicable time periods to be covered by
the pro forma forecast; and

(© selecting and applying the pro forma adjustments used in
the preparation of the pro forma forecast.
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Forming the Assurance Conclusion

148. In addition to the requirements in paragraphs 126 to 131 L-inclusive
of this ASAE, the assurance practitioner shall form a conclusion on
the pro forma forecast.

Preparing the Assurance Report
Basic Elements of the Assurance Report

149. In addition to the requirement in paragraphs 134 and 135 of this
ASAE, the assurance report enpro-forma-forecast-shall include, at a

minimum, each of the following elements:
€)] a a-scope section that:

Q) identifies identifies-the-the pro forma forecast
being reported on, including the time period
covered:;

(ii) if applicable, identifies whether any historical
financial information used as the base for the pro
forma forecast has been previously audited or
reviewed; and
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{H(b) the assurance practitioner’s assurance conclusion_on the pro
foma forecast:

Q) with #-a-limited assurance and ;
an unmodified conclusion, a statement that nothing
has come to the assurance practitioner’s attention
that causes the assurance practitioner to believe
that:
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ASAE 3450

(i)

(iif)

Qe

Qe

oe

that the best-estimate-assumptions do not

provide a-reasonable grounds -basis-for
the
pro forma forecast;

in all material respects, that the pro forma
forecast is not properly prepared on/the
basis of the best-estimate-assumptions;
including-pro-forma-adjustments,- as
described in section{s} [X] of the
document; and is not'presented fairly in
accordance with the stated basis of
preparation;;

—as-described-in-the-scope
seetiop-ofthisreport; and_consequently
that

the proforma forecast itself is
unreasonable; or

with in-a-limited assurance engagemem—wmorand a

modified conclusion,

clear description of all the reasons for the
modification, with the effects appropriately
quantified, to the extent reasonably practical, and
disclosed in the assurance report; or

with both

in-an-assurance-engagement-with
reasonable and limited assurance expressed-on
different elementsaspeets of the pro forma

forecast:

Qe

Qe

limited reasenable-assurance that nothing

has come to the assurance practitioner’s
attention that causes the assurance
practitioner to believe thatthe-assurance

practitioner-believes—in-all-material
respects,-that-the best-estimate
assumptions do not provide-a reasonable
basis-grounds for the pro forma forecast;

reasonable assurance that in all material
respects, the pro forma forecast is
properhy-prepared on the basis of the best-
esthmate-assumptions as described in
section [X] of the document; and is
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presented fairly in accordance with the
stated basis of preparation-as-described-in
the-scope-section-of thisreport;, and

Qe limited assurance that nothing-has come
to the assurance practitioner’s attention
that causes the assurance practitioner to
believe the pro forma forecast itself is
unreasonable; or

{iv)——with reasonable assurance with-and a modified
conclusion(s), statements-that-previde-a clear description of
all the reasons for the maodification(s), related to_a particular

aspects of the :
& the best-estimate-assumptions—andior-pro forma forecast

O he pro formafore Beina nroneihy nrenared-on-the

——withwith the effects appropriately quantified, to the extent
reasonably practical, and disclosed in the assurance report.

- ilati EProF Ei ialin .
Assurance-Engagement-Acceptance
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Application and Other Explanatory Material
Scope of this Standard on Assurance Engagements
Type of Assurance (Ref: Para. -Errorl Reference-source-notfound:7)

Al. The assurance practitioner uses professional judgement in
determining what type of assurance is appropriate to provide on the
financial information or aspects of it and take into account factors
such as evidence available to support the financial-information,
nature and purpose of the financial information and engagement
circumstances. The assurance practitioner.ordinarily undertakes
engagements to report on non-historical financial information related
to a fundraising as a limited assurance engagement. Historical
financial information.may be limited or reasonable. Additionally,
some non-historical financial information may involvediffering
levels of assurance on different elements depending on entity

requirements.

Non-Assurance Services (Ref: Para. 83)

A2. The assurance practitioner may agree to provide non-assurance
services in accordance with the agreed terms of an engagement.

i 8 Non-assurance services are not within the scope of
this ASAE. The assurance practitioner should consider relevant
ethical requirements (including independence), and the requirements
of applicable law, requlation or professional standards when

& Refer-See Framework for Assurance Engagements (April 2010) for further guidance on

the elements of an assurance engagement (Para. 20) and consulting engagements
(paragraphs 12-Aus 16.1).
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A3.

con3|der|nq whether to agree to provide such non-assurance
services. The-assurance-practitioner-may-decide thatsuchlf -non-
assurance services are agreed to be provided, they may be-included

in a separate engagement letter from the assurance services, or
comblned into a single engagement Ietter N@H%\%%H%%%&%%
D

Examples of non-assurance services thatmay be performed by the
assurance practitioner include:

(@) the preparation and issuance of a Materiality Advice Letter
to an entity’s due diligence'committee related to'the
fundraising;

(b) participation in the entity’s due diligence committee®’;

{b)(c) the preparation of taxation information to be disclosed in
the document;and

(d) agreed upon procedures engagements, where no assurance
conclusion is expressed (for example, a report of factual
findings in respect of subsets of financial information
included in the public document or the document; or
earnings per share calculations)-;*

(e) comfort letter engagements performed by an assurance
practitioner who is also the appointed auditor of the

entity;”

{e)(f)__accounting services such as compiling financial information
that the assurance practitioner will not provide any
assurance on.

87

See APES 350 for further guidance.

See ASRS 4400 Agreed-Upon Procedures Engagements to Report Factual Findings,
issued by the AUASB.

% See ASRS 4450 Comfort Letter Engagements
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Inability to Comply with the Requirements of this ASAE or Other
AUASB Standards (Ref: Para. 21)

Ad. Implications for the assurance engagement include considering
whether to continue to perform the assurance engagement, issuing a
modified conclusion in the assurance report or refusing to issue the
assurance report. The assurance practitioner discusses the

implications with the responsible party. and-any-otherrelevant

parties:
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Section A: Historical Financial Information
Assurance Engagement Acceptance
Preconditions for Acceptance (Ref: Para. 1-23)

Ab. The responsible party is ultimately responsible for the preparation
and presentation of all information (i i i

ion)-in the document.~The responsible
party may engage other experts (for example, tax advisors, business
advisors, or legal counsel) who may.prepare, assist with the
preparation of, or provide independent advice on, the information
included.in the document. It is however the responsible party who
retains responsibility for/such information. The only exception to
this is that the responsible party is.not responsible for the content of
reports prepared by other parties/experts, which.are included, by
consent, in the document.

A6. If the responsible party is not also the engaging party, the assurance
practitioner ordinarily considers the effect this may have on their
ability to access records, documentation and other information that
may be needed by the assurance practitioner to complete the
assurance engagement.

Agreeing on the Terms of the Assurance Engagement

A8:A7. Acknowledgement by the responsible party in writing avoids
misunderstandings of the agreed terms, that the responsible party
accepts its responsibilities and establishes a basis for a common
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A9-A8

understanding of the responsibilities of each party. Italse-aveids
The responsible party who
is requested to sign the assurance engagement letter should be the
ultimate responsible party of the entity, or an authorised
representative/officer being those parties —tn-certain-cirgumstances;

-which will take responsibility for the
document. If these parties are not the same parties which initially
agreed the engagement terms or signed the engagement letter, the
assurance practitioner should.re-issue the engagement letter for their

signature. (Ref: Para. 26)

. Ifthe

by-the-responsible party does not agree to sign the engagement
letter, ~the
assurance practitioner needs to consider whether it is appropriate to
accept the assurance engagement taklnq |nto account that appllcable

Iaw regulation, or a Qre eX|st|ng contract may ;
acknowledge or indicate such responsibility in sufficient detail the
enga ement terms. For example, under the Corporations Act
2001, the directors of an entity are deemed responsible for the
financial information included in a public document used in offering
securities. In such circumstances, the assurance practitioner may,

using professional judgement agree to accept the engagement terms.
(Ref: Para. 26)

AZL0-A9. The assurance practitioner exercises professional judgement as to

what assurance procedures may be are-summarised in the assurance
engagement letter, taking into account the nature of the financial
information, and the assurance engagement circumstances.
Examples of procedures that could be detailed-included areinchude:

@ analytical review procedures;
(b) review and consideration of key work papers, accounting

records and other documents prepared by the responsible
party and other experts;

90

See Section 717 of the Corporations Act 2001 for an overview of the procedures for

offering securities.
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(©)

(d)

()

ALTLALO.

enquiry of, and discussion with, the responsible party and
other parties related to the source and i i i

reporting-frameworkstated basis of preparation used in-the
preparation-of-for the historical financial information;

the examination of, on a test basis, evidence supporting the
historical financial information; and

consistency checks in the application-ofrecegniticn-and
roinles of licable fi ial
reperting-framewerk-asstated basis of preparation compared

to the accounting policies used by the entity in the
preparation of the historical financial information, and
disclosed in the document.

The assurance practitioner.may include such terms and

conditions as in the assurance practitioners’ professional judgement
are appropriate to the assurance ‘engagement. They may include:

(@)

(b)

(©

important deadlines/timelines for the completion of the
assurance engagement. This may include deadlines such as
the expected date of publication of the document and when
the assurance practitioner’s consent is required;

arrangements regarding the planning and performance of
the assurance engagement, including the composition of the
assurance engagement team (including any experts);

arrangements for the assurance practitioner to:

(i) attend meetings such as the due diligence
committee meetings (if appropriate under the terms
of the assurance engagement);™*

(i) receive draft and final versions of the document in
a timely manner when requested;

(iii) use the service(s) of the responsible party’s experts
and/or the assurance practitioner’s experts; and

91

See APES 350-_for further guidanceParticipation-by-Members-in-Public Practice-in-Due
Diigence- Committees-in-Connectio

nwith-a Public Document-{March

ASAE 3450
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(iv) communicate directly with the entity’s external
auditor and/or other professional advisers
regarding matters relevant to the historical
financial information;

(v) provide consent to the inclusion of the assurance
practitioners’ assurance report in the document. If
the document is a prospectuspublie-document,
prepared in accordance with the Corporations Act
2001,% the form of the consent must be consistent
with how the decurment-prospectus is intended to
be distributed. For example, entities intending to
distribute the dogtment-prospectus in both
electronic-and paper forms must also obtain the
assurance practitioner’s consent to the inclusion of
their assurance report in both forms.**

ALZALL Appendix 2 provides an illustrative example engagement
letter for an assurance engagement.

Changes in the Terms of the Engagement

AL3AL2. Examples‘of when requests from the responsible party to
change the terms of the engagement may be received include where
there‘has been a change in circumstances affecting the need for the
service or a misunderstanding of the nature of the assurance services
to be provided. The assurance practitioner considers the justification
for the proposed change on the conduct and reporting of the
assurance engagement, as well as any evidence that was obtained
prior to the assurance practitioner agreeing to the change. Changes
that may be unacceptable to the assurance practitioner include: (Ref:

Para. 28)

€)] a change that relates to historical financial information that
is incorrect, incomplete or otherwise unsatisfactory;

(b) limiting time available to perform the assurance
engagement;

(© preventing access to all relevant documents or persons

requested; and/or

92 See Section 716 of the Corporations Act 2001.

% See ASIC RG 107 Electronic Prospectuses.
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(d) not providing documents when requested, leading to time
constraints that make the satisfactory completion of the
assurance engagement by the date required unachievable.

AL4.AL3. It is important that all changes agreed to by the responsible
party and the assurance practitioner be documented in‘writing to
ensure no misunderstanding occurs between the parties of what has
been agreed.

(Ref: Para. 29)

Planning the Assurance Engagement

Al15:Al4. Planning-the-assurance-engagement-ordinariby-involves
preparation-and-otherasstifance Bhgagement circumstances to fohify and  avents and ctio .
—The assurance practitioner i&Feqa#ed-’t&useg
professional judgement to determine.the extent of the understanding
that is needed of the nature of the historical financial information
and other assurance engagement circumstances.* —Fhe-assuranee

practitioner-ordinarihy-considers-whether-that understanding-is
i : ‘storical fi ol inf .
may-besmateriathy-misstated.-(Ref: Para. 3131)

PlanningActivities

Al6.——The type of planning activities the assurance practitioner performs
depends on the level of understanding of the entity the assurance
practitioner hasmay-already-have. Such an understanding may have
been obtained from prior audit or review engagements performeds.

understanding would ordinarily include knowledge of the entity’s
management skills and resources, and information technology
systems (including financial systems). This understanding would
need to be updated to ensure it had not changed in the current time
period. . ; i

I : . )
in-the-preparation-of the-prospective-financial-information—Note that

The concepts and discussions on complete set of financial statements relevant to an audit
engagement are contained in ASA 200 Overall Objectives of the Independent Auditor and
the Conduct of an Audit in Accordance with Australian Auditing Standards, paragraph
Aus 13.1, and may be helpful in determining the components of a complete set of
financial statements applicable to an assurance engagement.

94
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in certain engagement circumstances, the assurance practitioner may
not be able to obtain such aan-detailed understanding. For example,
in a takeover or merger fundraising transaction, the assurance
practitioner may not be able to access some of the entities’ financial
information, other than that available in the public domain. Hence,
the level of understanding will be necessarily more limited, as will
the nature of the assurance conclusion--. The entity’s document is
also unlikely to be drafted and/or finalised at the time of engagement

planning, so gaining an understanding of the other information to be

included in the document is unlikely. (Ref: Para. 32)

AL8ALG.
(Ref: Para. 33)

(@)

(b)

(©)

ASAE 3450

Understanding the historical financial information involves:

understanding the source of the historical financial
information (audited/reviewed financial information or
otherwise);

understanding the applicable-financial-reporting
frameworkstated basis of preparation used by the
responsible party to meet their requirements in the
preparation of the historical financial information, including
its relevance, completeness, reliability,-reutratity; and
understandability;

understanding the basis of preparation of the historical
financial information (including the extent to which
statistical-mathematical and computer-assisted techniques
are used) and comparisons between this and the most
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recently audited or reviewed historical financial
information;

(d) obtaining an understanding of whether comparative
information is to be included in the document, and whether
it will be restated;

(e) identifying relevant financial information available in the
public domain; and

()] developing expectations for use when performing analytical
procedures.

A20:AL7. Assurance engagement risk comprises inherent risk, control
risk and detection risk and the assurance practitioner considers these
risk.components in terms of the assurance engagement
circumstances; in particular the nature of the financial information
and whether a reasonable or limited assurance conclusion is sought.
These considerations are then reflected in the extent of the planned
procedures to be performed and the evidence-gathering process.
(Ref: Para. 34(e))

Reliance on the work efanetherExpert-or-Assurance-Practitionerperformed
by others
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A22.A18. It is often the case that the other assurance practitioner will
not permit reliance on a previously issued audit or review report.
This is due to the fact that the audit or review report is prepared and
issued for a purpose other than the subject of the current assurance
engagement. In the absence of the assurance practitioner being able
to place reliance, the assurance practitioner considers what
additional assurance procedures may be required on the basesource
financial information, in order to obtain sufficient and appropriate
evidence necessary for the assurance engagement.* -(Ref: Para. 37)

9 The concepts and discussions on placing reliance on the work of another auditor relevant

to an audit engagement are contained in ASA 620 Using the work of an Auditor’s Expert
and ASA 600 Special Considerations - Audit of a Group Financial Report (Including the
Work of Component Auditors) which may be useful to assurance practitioners when
determining the extent, if any, of such reliance in the conduct of an assurance engagement.
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Performing the Assurance Engagement

Assurance Procedures_(Ref: Para. 39)

obtained - \Whan desianing
obtaiea: ReR-aes 16
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©9A19. The stated basis of preparation chosen by the responsible party is
ordinarily represented by the recognition and measurement
accounting principles contained in Australian Accounting Standards
and_the accounting policies adopted by the entity.

Adjustments Identified by the Assurance Practitioner

A27-A20. Such a communication may be oral or in writing, and
should be done as soon as the matter is identified to enable the
responsible party to investigate the matter(s). The responsible party
is then able to advise the assurance practitioner of their findings,
provide supporting evidence and their decision on whether the
adjustment(s) will be made to the historical financial information.
The assurance practitioner is then able to evaluate the evidence
provided to consider if the responsible party’s decision on the
adjustment(s) is acceptable to the assurance practitioner. (Ref: Para. 1)

Evaluating the Sufficiency and Appropriateness of Evidence Obtained
(Ref: Para. 46)

A28-A21. The assurance practitioner uses professional judgement in
determining the sufficiency and appropriateness of the evidence
obtained based on the procedures performed. The quantity of
evidence obtained by the assurance practitioner is a measure of the
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sufficiency of the evidence, whilst the quality of the evidence
obtained is a measure of its appropriateness; that is, its relevance and
its reliability.'

A29.A22. If the assurance practitioner identifies that the historical
financial information may be materially misstated, and hence its
disclosure in the document potentially misleading, the assurance
practitioner carries out additional procedures, or performs more
extensive procedures to enable the assurance practitionerto form a
conclusion, including whether a modified conclusion is required.

Other Information Included in the Document (Ref: Para. 47-48(e))

A30:A23. The assurance practitioners’ reading of the other
information does not infer any assurance on that information, as the
assurance practitioner reads it only to establish if there are any
material inconsistencies or misstatement which may impact the
historical financial information on which the assurance practitioner
provides assurance. Further, the assurance practitioner performs the
assessment as if the event(s)_or transaction(s) giving rise to the
fundraising or report on prospective financial information had
occurred. /Material inconsistencies in other information that come to
the assurance practitioner’s attention may raise doubt about the
conclusions drawn from evidence previously obtained and possibly,
about the basis for the assurance practitioner’s conclusion in the
assurance report. Assurance practitioners need to pay particular
attention to the form and content of the other information (for
example if it is in graphical or table form) when looking for
inconsistences. When discussing an apparent material misstatement
of fact with the responsible party, the assurance practitioner may not
be able to sufficiently evaluate the validity of certain information
and the responsible party’s responses to the assurance practitioner’s
enquiries, and may conclude that valid differences of opinion or
judgement exist.

Going Concern Considerations

A3LA24. The assurance practitioner considers the appropriateness of
the going concern assumption of the entity when the nature of the
assurance engagement means that such an assessment could have
implications for the assurance report. Ordinarily the assessment of

L The concepts and discussions on evidence relevant to an audit engagement are contained

in Auditing Standard ASA 500 Audit Evidence, and may be helpful in determining the
evidence applicable to an assurance engagement.
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going concern is appropriate for assurance engagements relating to
historical financial information;

—a-bpos-eipreo-forma-Raneial
informationand-prospective-financiaHinformation. (Ref: Para. 49)

A32.A25, When considering whether the entity is a going.concern'®,
the assurance practitioner ordinarily takes into account the entity’s
prepared forecasts, forward cash flow statements, financial position
and any other event(s) or condition(s) that are relevant to the
assessment. For example, if the prospects for profitability are not
supported by adequate cash flows, then both the forecast financial
performance statement and the ongoing viability of the entity are at
risk. There may also be mitigating factors.that in the assurance
practitioner’s professional judgement eliminate the going concern
uncertainty. These factors may include: (Ref: Para. 50)

(a) A review of recently prepared forecasts, cash flow
statement, working capital statement/or statement of
financial performance;

{2)(b) unequivocal financial support provided from another entity
which has the capacity to provide support, or

{b)(c) the underlying event(s) or transaction(s) giving rise to the
document (for example, a capital raising) which will, if
completed successfully, raise sufficient funds to result in
the entity becoming a going concern.

A33.A26. Mitigating factors should be supported by appropriate
written evidence. In such circumstances, the assurance practitioner
needs to evaluate and document how the unequivocal financial
support or proceeds from the fundraising issue will provide funding
for future operations of the entity that will result in the entity
becoming a going concern. Consideration should be given to any
proposed underwriting of any capital raising, and the circumstances
in which the proposed underwriting may not occur. The assurance
practitioner should also consider requesting a written representation
from the responsible party regarding the appropriateness of the
going concern assumption. (Ref: Para. 50)

A34-A27. If the assurance practitioner does not consider the going
concern assumption to be appropriate to the entity, the implications

102 The concepts and discussions on performing a going concern assessment of an entity,

relevant to an audit engagement are contained in Auditing ASA 570 Going Concern, and
may be helpful in performing an going concern assessment in an assurance engagement.
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for the assurance report depend on whether the responsible party has
modified the basis of preparation of the financial information from
that of a going concern: (Ref: Para. 51)

(@)

(b)

if the assurance practitioner does not consider the basis,to
be appropriate, then the conclusion in the assurance report
should be modified (adverse conclusion) on'the basis.of the
going concern assumption being inappropriate to the
historical financial information; or

if the assurance practitioner considers the basis to be
appropriate, then the assurance report may include an
eEmphasis of Mmatter paragraph in-the-asstrance
conclusion-to draw-attention to the disclosure of this fact.-in

Consideration of Events up to the Date of the Assurance Report

(Ref: Para. 52-53)

A35:A28.

The extent of consideration by the assurance practitioner of

event(s) or transaction(s) occurring after the date of performing
assurance procedures and before the date of the assurance report
(commonly referred to as subsequent events) depends on:

(a)

(b)

(©

(d)

ASAE 3450

the agreed terms of the engagement for reporting of
subsequent events;

the potential for such events to materially affect the
historical financial information in the document in terms of
requiring comment on, or adjustment to, the historical
financial information;

whether such event(s) or transaction(s) cause the historical
financial information to be potentially misleading or
deceptive;

whether such event(s) or transaction(s) are within the
ordinary business of the entity; and
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(e) the requirements of applicable law, regulation, or
professional standards.'®

Consideration of Events Identified after the date of the Assurance
Report (Ref: Para. 54- 55)

A36.A29. If there are material deficiencies or significant matters
omitted from the document, which come to the assurance
practitioner’s attention_after:

@ after-the document has been lodged with the appropriate
regulatory body, if it is a public:document; or

(b) after-the document-has been finalised and issued to its
intended user(s)and before the relevant date, if it is not a
public document;

the assurance practitioner considers the.implications for the
assurance report, as well as any reporting obligations the assurance
practitioner may have to inform the entity issuing the document.

A3IZA30. If such significant matters with a potentially material
impact on the prospective-historical financial information come to
the assurance practitioner’s attention prior to the relevant date, the
assurance practitioner discusses the omissions with the responsible
party. If the responsible party refuses to correct such omissions, the
assurance practitioner ordinarily withdraws consent for the entity to
include the assurance report in the document, and evaluates if there
are any applicable law, regulation, agreement or professional
responsibilities that impose particular reporting obligations on the
assurance practitioner (for example, reporting such matters to the
entity’s due diligence committee).

Written Representations (Ref: Para. 56-58)
A38-A31. The assurance practitioner requests and obtains a written

representation letter from the responsible party at the completion of
the assurance engagement.’®* If the responsible party is those

103 The concepts and discussions on subsequent events relevant to an audit engagement are

contained in Auditing Standard ASA 560 Subsequent Events, and may be helpful in
determining the principles applicable to an assurance engagement.

The concepts and discussions on obtaining written representations relevant to an audit
engagement are contained in Auditing Standard ASA 580 Written Representations, and
may be helpful in determining the form and content of written representations applicable
to an assurance engagement.

104
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charged with governance in the entity, the representation letter
should be provided by them and not management. The assurance
practitioner ordinarily provides the responsible party with a specific
list of representations required. Such matters may already be
contained in documentation reviewed by the assurance practitioner,
including minutes of meetings, written acceptance of the assurance
engagement terms, and due diligence committee reports, and
therefore the assurance practitioner only needs to request the
inclusion of such matters in the written representation letter if the
assurance practitioner considers it appropriate in the assurance
engagement circumstances.

A39:A32. Appendix 3 provides an illustrative written representation
letter.

A40-A33. Oral or written representations made by the responsible
party cannot replace other evidence the.assurance practitioner could
reasonably expect to be available. For example, relevant minutes of
meetings of the Board of Directors, or a published statement by the
Board of Directors acknowledging responsibility for the preparation
and presentation of historical financial information, may be
considered sufficient appropriate evidence under the circumstances.
To the extent the other evidence obtained is inconsistent with the
responsible party’s provided oral or written representations, the
assurance practitioner investigates and evaluates such
inconsistencies in terms of their impact on the assurance report and
whether additional procedures are required in order to resolve the
inconsistencies and obtain sufficient appropriate evidence.

A4 A34. If the responsible party does not provide such a written
representation letter, or refuses to provide it, the assurance
practitioner may qualify or issue a disclaimer of conclusion in the
assurance report, based on a limitation on the scope of the assurance
engagement. The assurance practitioner may also include a
restriction paragraph on the distribution of, or use of, the assurance
report.

A42.A35. An inability to obtain sufficient appropriate evidence
regarding a matter that has, or may have, a material effect on the
evaluation of the historical financial information in the document,
when such evidence would ordinarily be available, constitutes a
limitation on the scope of the assurance engagement, even if a
written representation from the responsible party has been received
by the assurance practitioner on the matter.
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Forming the Assurance Conclusion (Ref: Para. 1)

A36.  Applicable law or regulation may preclude the assurance practitioner
from expressing a modified conclusion in an assurance report that is
included in a public document. Where this is the case, and the
assurance practitioner concludes that a modified conclusion'is
nevertheless appropriate, the assurance practitioner discusses the
matter with the responsible party. If the responsible party does not
agree to make the changes required to enable the assurance
practitioner to issue an unmodified conclusion, the assurance
practitioner considers whether they are able to withhold the
assurance report, withdraw from the assurance engagement, or
obtain legal advice._If the responsible party decides to omit the
modified assurance report from the document, the assurance
practitioner considers any other professional reporting obligations
they may have, for example to the eatity’sentities due diligence
committee.

Emphasis of Matter Paragraph (Ref: Para. X)

A43——An example of a matter that may give rise to an emphasis of matter
paragraph./is when the assurance practitioner believes the going
concern assumption is appropriate, but a material uncertainty exists.
In suchdircumstances, H-a-material-uncertainty-exists;the assurance
practitioner ordinarily considers the adequacy of the going concern
related disclosures in the document. —and-:

&— If the whetherthe-responsible party has adequately disclosed a
description of the principal event(s)_or condition(s)_that cast
significant doubt on the entity’s going concern ability, and the fact
that a material uncertainty exists related to the event(s) or

condition(s) and therefore the entity may be unable to realise its
assets and discharge its liabilities in the normal course of business.

If-the responsible party has-included such-disclosures, tThe
assurance practitioner then is able to expresses an unmodified

conclusion, with an Emphasis of Matter paragraph—Fhe-Emphasis
of Matter paragraph-is-intended to highlight the existence of the

material uncertainty and to draw attention to the responsible party’s
disclosures. rer

A44-A37. ilf the responsible party has not, in the assurance
practitioner’s professional judgement, included adequate disclosures
then; the assurance practitioner expresses a qualified conclusion or
adverse conclusion, as appropriate.
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Preparing the Assurance Report

A45.A38. The assurance report may be prepared solely in respect of
historical financial information or be a composite report where two
or more of types of financial information are the subject.of the
assurance report (for example historical and prospective financial
information).

(Ref: Para. 66)

A46.A39. If the assurance practitioner is preparing a composite
assurance report the assurance practitioner needs to ensure that:

€)] the different types of financial information are clearly
identified in the document, and separately referred to in the
assurance report; and

{b)———the assurance report clearly identifies and segregates the
work carried out, and type of assurance expressed, on the
each types of financial information. (Ref: Para. 66)

(b)

ASAE 3450 -151 -



Standard on Assurance Engagements ASAE 3450

Assurance Engagements involving Corporate Fundraisings and/or
Prospective Financial Information (Re-issuance of AUS 804 and
AGS 1062)

Basic Elements of the Assurance Report (Ref: Para. 68)

A48.A40. In respect of an assurance report that is being included in a
public document prepared in accordance with the Corporations Act
2001, the assurance practitioner also needs to ensure that:the

assurance report is_appropriately:

@ appropriately-cross referenced and consistent with other
information disclosed in the public document;.and

(b) appropriately-positioned in the public document in relation
to the historical financial information on which the
assurance practitioner provides a conclusion.’®

A49:A41. Appendix 4 contains illustrative examples of assurance
reports.

Consent to the Inclusion of the Assurance Report in a Public Document
(Ref: Para. 71-72)

A50.——For assurance reports in connection with a public document prepared
in accordance with the Corporations Act 2001, the assurance
practitioner is required to consent to the form and context |n which
the assurance report is included in that public document.’® Such
consent is ordinarily provided by way of separate consent letter -
issued to the entity prior to the assurance efthe-assurance-report.
Consequently, the assurance practitioner ordinarily reads all other
information included in the public document-tc

for
consistency. If there are

example:

material inconsistencies, or material misstatements
fact related to -between-the historical financial information and-other
formation-which remain uncorrected by the responsible party, ;

1% See ASIC’s RG 170.
106 See Section 716 of the Corporations Act 2001.
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. .
{b)——where-there-are-material-misstatements-of-fact relevant to-the L 1 ing > . . - .
unesrrected-by-the-respansible-party—or

{e)A42. where-the assurance practitioner does not consider the assurance
report will be used for the intended purpose, the assurance
practitioner may not provide consent.-

Documentation (Ref: Para. 73-74)

A52.A43. Sufficient appropriate documentation'®” should include a
record of the assurance practitioner’s reasoning on all significant
matters that required the exercise of professional judgement,
together with the assurance practitioner’s conclusions on the matters.
In areas involving difficult questions of estimate, principle or
judgement, the documentation should include the relevant facts that
were known by the assurance practitioner at the time the conclusion
was reached.

A53.A44. In applying professional judgement to assessing the extent
of documentation to be prepared and retained, the assurance
practitioner ordinarily considers what would be necessary for
another experienced assurance practitioner who has no previous
experience with the assurance engagement to obtain an
understanding of the work performed and the basis of the significant
decisions taken. It is, however, neither necessary nor practicable to
document every matter the assurance practitioner considers during
the assurance engagement.

107 The concepts and discussions on documentation relevant to an audit engagement are

contained in Auditing Standard ASA 230 Audit Documentation, and may be helpful in
determining appropriate documentation to be obtained in an assurance engagement.
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Subsection: Pro Forma Historical Financial Information

A45.

In Australia, assurance practitioners are ordinarily requested to

express a conclusion on the pro forma financial information itself
and it is compilation. In circumstances where the assurance
practitioner cannot access the pro forma financial information itself,
it may be appropriate for the assurance practitioner and responsible
party to agree that the engagement will be on the compilation of the
pro forma financial information. Refer ASAE 3420 Assurance
Engagements to Report on the Compilation of Pro-Forma Financial
Information Included in a Prospectus. (Ref: Para 75)

Agreeing on the Terms of the Assurance‘Engagement (Ref: Para. 78)

A46.

There may be circumstances in which-undertaking an engagement to
report on pro forma historical financial information itself is not
possible. For example, the fundraising may involve a takeover
where the assurance practitioner or the responsible party of the
entity is not able to dees-not-have-access to-the other entity’s
financial information, which —Sueh-finaneial-information-may or
may not have been subject to an audit or review, by another
assurance practitioner, or there is insufficient time in which to
perform the work to enable a report on the pro forma historical

financial information;-depending-on-the-source-of the-base financial
wformation. In such circumstances, the responsible party may
request the assurance practitioner to undertake an engagement to
report on the compilation of the pro forma historical financial

information, rather than the pro forma historical financial
information itself.

AB5.A47. Ordinarily the assurance practitioner only provides limited
assurance on pro forma historical financial information, as the
adjustments made to the base financial information (which is
historical) are based on a stated basis of preparation, which are
selected by the responsible party. The assurance practitioner has no
responsibility under the terms of the assurance engagement to
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perform an assessment of the appropriateness or otherwise of the
selected stated basis of preparation.

Planning the Assurance Engagement

Planning Activities (Ref: Para. 79)

AS6-A48.

In addition to the application and other explanatory material

in paragraphs Al and A21 inclusive, the following planning
activities assist the assurance practitioner in the planning process:

(@)

(b)

(©

(d)

()

()

()]

understanding what historical financial information has
been selected to use as the'base for the preparation of the
pro forma historical-financial information;

understanding whether the base financial information has
been audited or reviewed, and if so, the extent of work
performed, and the type(s) of audit opinion or review
conclusion expressed;

discussing with the responsible party what recegnition-and
rmeasurementaccounting policies have been used-adopted

in as-the stated basis of preparation;

understanding any recent key changes in the entity’s
business activities, and how they affect the pro forma
historical financial information;

identifying the pro forma adjustments that have been made,
and the event(s) or transaction(s) or events the effects of
which they intend to record;

understanding the methodology used by the responsible
party for adjusting the base financial information by the pro
forma adjustments;

considering whether the use of experts'® or other persons
with specialised skills is required for the assurance
engagement. They may be used, for example, in
determining:

108

The concepts and discussions on placing reliance on the work of another auditor relevant

to an audit engagement are contained in ASA 620 Using the Work of an Auditor’s Expert,
which may be useful to assurance practitioners when determining the extent, if any, of
such reliance in the conduct of an assurance engagement.

ASAE 3450

- 155 -



Standard on Assurance Engagements ASAE 3450
Assurance Engagements involving Corporate Fundraisings and/or
Prospective Financial Information (Re-issuance of AUS 804 and

AGS 1062)

ASAE 3450

(i) evaluating pro forma adjustments, including
whether they-pre-forma-adjustments- were
prepared in accordance with the stated basis of
preparation;

(i) the suitability of the stated basis of preparation;
and

(Hi)——evaluating-pro-forma-adjustments;-and

{)——assessing the impact of certain contractual
provisions on the pro-forma historical financial
information.
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Performing the Assurance Engagement (Ref: Para. 8081)

Assurance Procedures
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A49.

If the assurance practitioner cannot obtain sufficient appropriate

atdit-evidence on the base historical financial information, the
assurance practitioner considers the implications for the assurance
engagement, including whether to withdraw from the engagement.

(Ref: Para. 80(a))

ASAE 3450 -159 -



Standard on Assurance Engagements ASAE 3450
Assurance Engagements involving Corporate Fundraisings and/or

Prospective Financial Information (Re-issuance of AUS 804 and
AGS 1062)

AB0-A50. Ordinarily the most recent audited or reviewed financial
statements will also be included in the document, together with the
audit opinion or review conclusion

Preparing the Assurance Report
Basic Elements of the Assurance Report: (Ref: Para. 84(a)(ii)84))

ABLASLL. The stated basis of preparation described in the-document
should include the extent to which the entity has been consistent
with that basis selected by the responsible party. The basis is
ordinarily e-applicable-financial-reporting-framework-{ordinarily-the
recognition and measurement principles contained in the Australian
Accounting Standards), and-the accounting policies adopted by the
responsible party, applied to the base unadjusted historical financial
information and the @xeeptfor-the-pro forma adjustments.-made-to

fi ; L ; I h
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Section B: Prospective Financial Information
Assurance Engagement Acceptance
Preconditions for Acceptance (Ref: Para. 1-86)

Ab52. _ The responsible party is ultimately responsible for the preparation
and presentatlon of all information

in the document The
responsible party may engage other experts (for example, tax
advisors, business advisors, or legal.counsel) who may prepare,
assist with the preparation of, or provide independent advice on, the
information included in the document; however it is the responsible
party who retains responsibility for such information. The only
exception to this isthat the responsible party is not responsible for
the content of reports prepared by other parties/experts, which are
included, by consent, in the document.

AB2.A53. If the responsible party is not also the engaging party, the
assurance practitioner ordinarily considers the effect this may have
on their ability to access records, documentation and other

information that may be needed by the assurance practitioner to
complete the assurance engagement. (Ref:Para-88(c)(i))

A54. The nature of prospective financial information being related
prepared based on te-events and actions that have not yet occurred,
and may not occur, means that the engagement-engagement may
beis- conducted as a eembination-ef-a-limited assurance engagement
or if evidence permits, a combination of a ard-limited assurance and
reasonable assurance on different elements of the prospective
financial informationengagement. Evidence may be available to
support the underlying best-estimate-assumptions, however such
evidence is itself generally future orientated and, therefore,
speculative in nature. Due to this, the assurance practitioner is not
able to express any assurance as to whether the results shown in the
prospective financial information will be achieved. Further, given
the nature of the evidence available in assessing the reasonableness
of the best-estimate-assumptions on which the prospective financial
information is based, it is ordinarily difficult for the assurance
practitioner to obtain a level of satisfaction sufficient to be able to
express reasonable assurance that the best-estimate-assumptions are
free of material misstatement, -—Cconsequently, the-assurance

L inaril T
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doeument—Tthe assurance practitioner is ordinarily able to express
reasonable assurance that the prospective financial information has
been properhy-prepared on the basis of those best-estimate
assumptions, or presented fairly in accordance with the entity’s

chosen-apphcable financial-reporting-frameworkstated basis of
preparation.

AB3-A55. The assurance practitioner use professional judgement in
assessing whether the responsible party has reasonable grounds for
preparing the prospective financial information, taking into account
the engagement circumstances, the stated basis of preparation,
available evidence, the responsibleparty’s purpose in preparing the
prospective financial information, and the degree of uncertainty
around key assumptions used, given their forward
orientated/speculative nature. (Ref: Para. 1(a)(i))

Other Factors Affecting Engagement Acceptance

A56. ncircumstances where the assurance practitioner is a member of a
firm which is also providing to the entity non-assurance services in

respect of the document, the assurance practitioner should consider
relevant ethical requirements (including independence), and the
requirements of applicable law, regulation or professional standards
when considering whether to accept the assurance engagement.

Examples of non-assurance services commonly provided include the

preparation of taxation information and other consulting services.
The provision of such non-assurance services by the assurance

practitioner is not within the scope of this ASAE."® (Ref: Para. 860)

AB5.A57. In obtaining an preliminary understanding of whether the
assumptions have a reasonable basis, the assurance practitioner
considers matters such as: (Ref: Para. 87(a)(ii))

109 see APES 350 Participation by Members in Public Practice in Due Diligence Committees
in Connection with a Public Document (March 2011), issued by the Accounting
Professional and Ethical Standards Board.
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€)] the nature of the assumptions (best-estimate or
hypothetical), and whether their impact are material to the
prospective financial information;

(b) the economic viability, stability and financial strength of
the entity;
(© the economic viability and substance of the fundraising and

the assumptions related to it;

(d) the availability and quality of the data supporting the best-
estimate-assumptions (for example the data is sourced from
statistical, mathematical or computer-assisted techniques);
and

(e) if applicable , the assurance practitioner’s past.experience
with the accuracy of the entity’s previous prospective
financial information, as against actual results.

AB6.-A58. If the-base flnanual mformatlon is historical and that-is-the

has not been
previously audited or reviewed,
review-conelusion-dssued;-the assurance practitioner is less likely to
be ableto erdinariy-unable-te-provide any assurance on the
prospective financial information_unless the responsible party agrees
to'include a review of such financial information as part of the
assurance engagement terms. |If the base financial information is not
historical, the assurance practitioner either designs procedures to
obtain sufficient appropriate evidence to support the best-estimate
assumptions, or discusses with the responsible party performing an
engagement to report on the compilation of the prospective financial

mformatlon rather than the prospective fmanual mformatlon

(Ref: Para. 87(a)(vii))

AB7-A59. The assurance practitioner should be satisfied based on

preliminary knowledge that the assurance engagement has a rational
purpose. Examples where this may not be the case include: (Ref: Para.
87(c)
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€)] the prospective financial information does not have a
reasonable basis for inclusion in a public document (for
example it is a projection);*'°
(b) the prospective financial information is materially affected
by hypothetical assumptions;
(© there will be significant limitations on the scope of the
assurance practitioner’s work; or
(d) the engagement circumstances lead the assurance
practitioner to believe that the responsible party intends to
associate the assurance practitioner’s name with the
prospective financial information in an inappropriate
manner.
AB0.  The type of assurance that the assurance practitioner agrees to

provide on certain aspects of the prospective financial information
may include an assessment of the following: (Ref: Para. 87(d))

(a) the engagement circumstances, including the nature (e.qg.
complexity or simplicity) and type of the entity (start up or
ongoing); timeframe covered; and overall purpose of
including the prospective financial information in the
document;

(b) the assurance practitipner’s pro_fe_ssional iud,q_ement_in
whether there is or will be sufficient appropriate evidence
available to support the level of assurance requested; and

{&)———any prior experience the assurance practitioner may have
with the entity in terms of the accuracy, completeness and
timeliness of financial information prepared by the

responsible party.

110

For prospective financial information included in a public document, see the Corporations
Act 2001 and Corporations Regulations for requirements. See RG 170 for guidance on
what constitutes reasonable grounds for inclusion.
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Agreeing on the Terms of the Assurance Engagement

AB9-A61. Acknowledgement by the responsible party in writing

avoids misunderstandings of the agreed terms, that the responsible
party accepts its responsibilities and establishes a basis for a
common understanding of the responsibilities of each party. ialse

The responsible
party-who is requested-to/sign the assurance engagement letter
should be the ultimate responsible party of the entity, or-an
authorised representative/officer being those parties which will take
responsibility for the document,_If these parties are not the same
parties which initially agree the engagement terms or signed the
engagement letter, the assurance practitioner should re-issue the
engagement letter for their signature. In-certain-circumstances-the
dirpelerso

responsible-party-(Ref: Para. 89)

A7O-AB2. In the absence of a written acknowledgement of

responsibility by the responsible party by acceptance of the
assurance engagement letter, the assurance practitioner needs to
consider whether it is appropriate to accept the assurance
engagement. Acceptance may be appropriate when, for example,
other sources, such as applicable law, regulation, or a contract,
acknowledge, or indicate such responsibility in sufficient detail the
engagement terms. For example, under the Corporations Act
2001,™? the directors of an entity are deemed responsible for the
financial information included in a public document used in offering
securities. (Ref: Para. 89)

112

See Section 717 of the Corporations Act 2001 for an overview of the procedures for
offering securities.
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AL AGS.

The assurance practitioner exercises professional judgement

as to what assurance procedures are summarised in the assurance
engagement letter, taking into account the nature of the financial
information, and the assurance engagement circumstances.

Examples of procedures that could be detailed are: (Ref: Para. 1(a))

(@)
(b)

(©)

(d)

()

AF2.AG4.

analytical review procedures;

review and consideration of key work papers, accounting
records and other documents prepared by.the responsible
party and other experts;

enquiry of, and discussion'with, the responsible party, those
charged with governance, management, experts, and other
parties related to'the prospective financial information;

examination, on a test basis, of evidence supporting the
prospective financial information, and the best-estimate
assumptions used; and

consistency checks in the application ef-recognition-and
measurement-principles-contained-in-of the apphicable

stated basis of preparation as
compared to the accounting policies adopted by the entity
in the preparation of the prospective financial information,
and disclosed in the document.

The assurance practitioner may include such terms and

conditions as in the assurance practitioners’ professional judgement
are appropriate to the assurance engagement. They may include:
(Ref: Para. 90(d))

(@)

(b)

(©)

ASAE 3450

important deadlines/timelines for the completion of the
assurance engagement. This may include deadlines such as
the expected date of publication of the document and when
the assurance practitioner’s consent is required;

arrangements regarding the planning and performance of
the assurance engagement; including the composition of the
assurance engagement team (including any experts);

arrangements for the assurance practitioner to:
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(i) attend meetings such as the due diligence
committee meetings (if appropriate under the terms
of the assurance engagement);**3

(i) receive draft and final versions of the document in
a timely manner when requested; and

(iii) use the service(s) of the responsible party’s experts
and/or the assurance practitioner’s experts; and

(iv) communicate directly with the entity’s external
auditor and/or other professional advisers
regarding matters relevant to the prospective
financial information.

(v) provide consent to'the inclusion of the-assurance
practitioners’ assurance report in'the document. If
the document is a public document, prepared in
accordance with the Corporations Act 2001, the
form of the consent must be consistent with how
the document is intended to be distributed. For
example, entities intending to distribute the
document in both electronic and paper forms must
also obtain the assurance practitioner’s consent to
the inclusion of their assurance report in both
forms.™® (Ref: Para. 90(b)(iv))

AF3-AB5. Appendix 2 provides an illustrative example engagement
letter for a fundraising assurance engagement. (Ref: Para. 90)

Changes in the Terms of the Assurance Engagement (Ref: Para. 91-93)

A74-AG6. Examples of when requests from the responsible party may
be received include a change to reflect a change in circumstances
affecting the need for the service_or -a misunderstanding of the
nature of the assurance services to be provided. The assurance
practitioner considers the justification for the proposed change on
the conduct and reporting of the assurance engagement, as well as
any evidence that was obtained prior to the change, prior to the

3 See APES 350 Participation by Members in Public Practice in Due Diligence Committees
in Connection with a Public Document (March 2011), issued by the Accounting
Professional and Ethical Standards Board.

114 See Section 716 of the Corporations Act 2001.

115 See ASIC RG 107 Electronic Prospectuses.
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assurance practitioner agreeing to the change. Changes that may be
unacceptable to the assurance practitioner include:

€)] a change that relates to prospective financial information
that is incorrect, incomplete or otherwise unsatisfactory;

(b) limiting time available to perform the assurance
engagement; preventing access to all relevant documents or
persons requested; and/or

(© not providing documents when requested, leading to time
constraints that make the satisfactory completion of the
assurance engagement by-the date required unachievable.

A75.A67. It is.important that all changes'agreed to by the responsible
party and the assurance practitioner-be documented in writing to
ensure no misunderstanding exists between the parties of what has
been agreed.

(Ref: Para. 92)

Planning the Assurance Engagement
Planning Activities (Ref: Para. 95-97)

A76-A68. Planning the assurance engagement ordinarily involves
obtaining an understanding of the nature of the prospective financial
information, its preparation, and other assurance engagement
circumstances to identify and understand event(s) and transaction(s)
that may have a significant impact on the prospective financial
information, or on the assurance report. The assurance practitioner
is required to use professional judgement to determine the extent of
the understanding that is needed of the nature of the prospective
financial information and other assurance engagement
circumstances. The assurance practitioner ordinarily considers
whether that understanding is sufficient to assess the risks that the
prospective financial information may be materially misstated, and
in order to be able to evaluate all significant assumptions used in its
preparation.

AF7ABY. The type of planning activities the assurance practitioner
performs depends on the level of understanding of the entity the
assurance practitioner may already have. Such an understanding
may have been obtained from prior audit or review engagements
performed. If this is the case, the assurance practitioner would
ordinarily have acquired an understanding of the entity and its
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operations. This understanding would ordinarily include knowledge
of the entity’s management skills and resources, information
technology systems (including financial systems). This
understanding would need to be updated to ensure it had not
changed in the current time period. It could then be used; for
example, to provide a measure for assessing the reasonableness of
the best-estimate-assumptions used in the preparation of the
prospective financial information. Note that in certain engagement
circumstances, the assurance practitioner may not be able'to obtain
such a detailed understanding. For example, in a takeover or merger
fundraising transaction, the assurance practitioner may not be able to
access one of the entities’ financial information, other than that
available in the public domain. Hence, the level of understanding
will be necessarily more limited, as will the nature of the assurance
conclusion.

AZ8-A70. If the assurance practitioner does not'have a prior

AT1.

understanding of the entity, the following planning activities assist
the assurance practitioner in determining the nature, timing and
extent of procedures to be performed:

€)] understanding whether the entity is in a start-up phase, or
has beenin operation for a number of years. If the entity is
in start-up phase, the assurance practitioner ordinarily
expands their planning activities so as to be able to obtain
sufficient knowledge and understanding of the entity; and

(b) understanding the nature and type of entity including its
size, complexity, ownership and regulatory structure,
strategies, industry, key products/services, competitors,
regulatory environment, management structure, and
financial resources.

If the entity is relying on raising capital as part of the fundraising to

ensure its going concern in future periods, the assurance practitioner
takes this into consideration when planning the nature, timing and
extent of procedures to be performed on the prospective financial
information. For example, a signed underwriting agreement may be
a mitigating factor.

AT9AT2. Understanding the prospective financial information

involves:
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€)] understanding whether the prospective financial
information is a forecast, a projection, or a combination of a
forecast and projection;

(b) understanding the apphicable-financial-reporting
frameworkstated basis of preparation used by the
responsible party to meet their requirements in the
preparation of the prospective financial information;
including its relevance, completeness, reliability; neutrality,
and understandability;

(© understanding the basis of preparation of the prospective
financial information (including the extent to which
statistical, mathematical'and computer-assisted techniques
are used) and-.comparisons between this and the most recent
historical financial information;

(d) determining the accuracy of any forecast(s) prepared in
prior time periods, and the reasons for material variances;

(e) obtaining an understanding of whether comparative
information isto be included in the document, and whether
it will be-restated;

U identifying relevant financial information available in the
public domain; and

(9) developing expectations for use when performing analytical

procedures.

ASLATS.

Assurance engagement risk comprises inherent risk, control

risk and detection risk and the assurance practitioner considers these

ASAE 3450
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risk components in terms of the assurance engagement
circumstances; in particular the nature of the prospective financial
information and whether a reasonable or limited assurance
conclusion is sought. These considerations are then reflected in the
extent of the planned procedures to be performed and theevidence-
gathering process.

Reliance on the work performed by Othersef-another-Expert-er-Assurance
o
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A83-AT4. It is often the case that the other assurance practitioner will

not permit reliance on a previously issued audit or review report.
This is due to the fact that the audit or review report is prepared and
issued for a purpose other than the subject of the current assurance
engagement. In the absence of the assurance practitioner-being able
to place reliance, the assurance practitioner considers what
additional assurance procedures may be required on the souree-base
financial information, in order to obtain sufficient and appropriate
evidence necessary for the assurance engagement.™*’ (Ref: Para. 100)

Performing the Assurance Engagement

Assurance Procedures

A84-AT5. The assurance procedures ordinarily involve performing

analytical review of the prospective financial information, enquiries
of the respansibleparty and other-relevant parties,/and obtaining
evidence. Where the assurance practitioner identifies matters
requiring further investigation, further assurance procedures are
designed and performed, to reduce assurance engagement risk to an
appropriate level. (Ref: Para. 102)

Source of the Prospective Financial Information (Ref: Para. 102(j))

A85.AT6. The extent of procedures and evidence required depends on

the agreed terms of the assurance engagement, and type of assurance
to be obtained. When designing and performing assurance
procedures, the assurance practitioner considers the adequacy,
relevance and reliability of the information obtained to be used as
evidence.™® The assurance practitioner ordinarily performs the
following assurance procedures on the source of the prospective
financial information:

{a)——evaluating the adequacy and reliability of the base financial
information, including the extent of evidence (if any)
provided by prior audits or reviews;

117

118

The concepts and discussions on placing reliance on the work of another auditor relevant
to an audit engagement are contained in ASA 620 Using the work of an Auditor’s Expert
and ASA 600 Special Considerations - Audit of a Group Financial Report (Including the
Work of Component Auditors) which may be useful to assurance practitioners when
determining the extent, if any, of such reliance in the conduct of an assurance engagement.
The concepts and discussions on obtaining evidence relevant to an audit engagement are
contained in ASA 500 Audit Evidence, which may be useful to assurance practitioners
when determining the extent, if any, of evidence required in the conduct of an assurance
engagement.
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()(a) understanding-how-theforecast-and-projection-have-been
combined-and-consistency-checked;-or

{e)(b) if the source of the prospective financial information is a

forecast:

(i)

(i)

(iif)

evaluating the accuracy of any prospective
financial information prepared In prior time
periods as compared to actual financial results, and
the reasons provided for significant variances;

considering the basis of preparation of the forecast;
and

understanding the extent to which statistical, and
mathematical modelling, computer-assisted
techniques and other techniques have been used,
and the reliability thereof; or

{e)(c) if the source of the prospective financial information is a
mixture of a forecast and historical financial information:

ASAE 3450

(i)

considering if the historical financial information
has been previously audited or reviewed, assessing
the impact of the type of audit opinion or review
conclusion expressed; and where possible, reading
the associated audit or review working papers
relating to the entity’s financial report to identify
any matters that may affect the source of the
prospective financial information or the
prospective financial information itself; or
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(i) evaluating the appropriateness and reliability of the
historical financial information if it has not been
previously audited or reviewed, and agreeing the
source of the prospective financial information to
underlying accounting records.

Best-estimate-Assumptions

AS6-ATY.
party’s

The assurance practitioner’s procedures on responsible
assumptions

the-best-estimate-
nformationto satisfy themselves of their reasonable grounds
ordinarily include: (Ref: Para. 1(a))

(@)

(b)

ASAE 3450

reading the comparable financial report and, as appropriate,
the most recent annual or interim financial information, as
this may bea useful starting point for assessing-the
reasonableness of the assumptions used in the preparation
of the prospective financial information; and

understanding the source and reliability of the evidence
supporting the best-estimate-assumptions, including:

(i) if it is verifiable;

(i) considering the evidence-facts or circumstances in
light of historical financial information; including
whether any reclassifications or adjustments have
been made to reflect unusual or non-recurring
items, or to correct known errors and uncertainties;

(iii) understanding the methods used to develop and
apply assumptions, and the extent to which they
are affected by the responsible party’s judgement
or are particularly sensitive to variation;

{iB(iv) _evaluating the extent of reliance by the responsible
party on the assumptions used to support the
prospective financial information;

{H)(v) reviewing the entity’s work papers accounting
records and other documents supporting the
underlying assumptions;

{iv)(vi) evaluating the degree of reliability of the
assumptions, including their validity, the
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likelihood of the assumptions actually occurring, if
they are objectively reasonable,; and the effect on
the prospective financial information if the
assumptions vary;

{1)(vii) evaluating the risks or factors that may or may not
be within the responsible party’s control that could
result in the forecast not being achieved. A'high
risk that there may be a significant difference
between the prospective financial information and
actual results may call into question the suitability
and reasonableness of the assumptions used as the
basis for the preparation of the prospective
financial information and their characterisation as
best-estimatereasonable;

{vb(viii) evaluating whether the assumptions are within the
entity’s capacity to achieve;

{(vib(ix) considering-evaluating the documentation
available to support the assumptions;-including

ensure-there-is-a-basisfor their-inclusion; ;’and
{viB(x) if there aredetermining-whetherany hypothetical

assumptions included, ensure they are imused-are

material-or-are-notclearly-realistic-in-the-context
: ‘ o fi e

Prospective Financial Information

AST-ATS.

The assurance practitioner’s procedures on the prospective

financial information itself ordinarily include: (Ref: Para. 1-1)

(@)

(b)
(©)

ASAE 3450

where applicable, considering the interrelationships of
elements within the prospective financial information (for
example, the statement of financial performance and the
cash flow statement);

performing analytical procedures;
evaluating the length of i

time covered by the prospective financial information,
taking into account thatitthat information ordinarily
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(d)

becomes more speculative and less verifiable as the length
of the period covered increases;"*: and by

(i) enquiring of the responsible party on the reasons
for the choice of time period;

(i) considering whether the time period is consistent
with the entity’s normal reporting period so as to
make it comparable; ists
e T L et
prospeets;

(iii) considering the operating cycle of the entity;

(iv) considering the degree of reliability of
assumptions given the time period;

(S —cofiSitiering théTheeds@Igae-intended-users-of the N fon:

{vB(v) considering whether any elapsed portion of the
currenttime period is included in the prospective
financial information;

performing or reviewing the responsible party’sa sensitivity
analysis to test the responsiveness, or otherwise, of the
prospective financial information to material changes in key
assumptions underlying the information;

(e) making clerical checks such as re-computations and

(f)

reviewing internal consistency of assumptions including
those with common variables (that is, the actions the
responsible party intends to take are compatible with each
other and there are no inconsistences in the determination
of the amounts that are based on common variables, such as
interest rates);

considering any forward contracts in place that may

confirm certain revenue or expense items in the prospective
financial information;

119

For example, see ASIC’s RG 170 for guidance regarding what timeframe ASIC considers

is reasonable for the inclusion of prospective financial information.

ASAE 3450
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{e)(g)__consider the responsible party’s reliance on the work of
experts in relation to the prospective financial information
or assumptions underlying it and if any facts are verifiable;

{H(h)  assessing the accuracy of any prospective financial
information prepared in prior time periods as©compared to
actual financial results and the reasons provided for
significant variances; and

{g)(Q) _ performing an assessment of whether the prospective
financial information is prepared on a reasonable basis,
based on evidence obtained throughout the assurance
engagement.

A88-AT9. The assurance practitioner determines the appropriateness
of the stated basis of preparation H

accounting-pehicies-used by the responsible party by:

€)] understanding the process for their-its selection and
approval;

{b)——understanding the differences, if any, between-the-policies

compared to the most recent financial report;

{d)(c) assessing the suitability of the-recognition-and-measurement

frameworkstated basis of preparation for the preparation of
the prospective financial information.

A89-A80. When the assurance practitioner obtains oral
representations from the responsible party in respect of matters
supporting the prospective financial information, the assurance
practitioner ordinarily:

@ evaluates their reasonableness and consistency with other
evidence obtained, including other representations;

(b) considers whether those making the representations can be
expected to be well informed on the particular matters;
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(c) obtains appropriate corroborative evidence;**® and
(d) documents the key aspects of the oral representation.
Adjustments Identified by the Assurance Practitioner

AS0-A81. Such a communication may be oral or in writing, and
should be done as soon as the matter is identified to enable the
responsible party to investigate the matter(s). The responsible party
is then able to advise the assurance practitioner of their findings,
provide supporting evidence and their decision on whether the
adjustments will be made to the histerieal-prospective financial
information. The assurance practitioner is then able to evaluate the
evidence provided to consider if the responsible party’s decision on
the adjustment is acceptable to the assurance practitioner. (Ref: Para.
110)

Evaluating the Sufficiency and Appropriateness of Evidence Obtained
(Ref: Para. +-112)

ASLA82. The assurance practitioner uses professional judgement in
determining the sufficiency and appropriateness of the evidence
obtained based on-the procedures performed. The quantity of
evidence obtained by the assurance practitioner is a measure of the
sufficiency of the evidence, whilst the quality of that evidence
obtained is a measure of its appropriateness; that is, its relevance and
its reliability.’** The assurance practitioner ordinarily expresses a
limited assurance conclusion in respect of both the prospective
financial information and use of the best-estimate-assumptions as a
reasonable basis for the prospective financial information, due to the
nature of the evidence available. Factors to consider include:

@ while evidence may be available to support the underlying
best-estimate-assumptions, such evidence is itself generally
future oriented and, therefore, speculative in nature, as
distinct from the evidence ordinarily available in the audit
or review of historical financial information. Consequently,
when reporting on the reasonableness of the responsible

120 The concepts and discussions on corroborative evidence relevant in investigating unusual

fluctuations relevant to an audit engagement are contained in Auditing ASA 520
Analytical Procedures, and may be helpful in determining appropriate corroborative
evidence in an assurance engagement.

The concepts and discussions on evidence relevant to an audit engagement are contained
in Auditing Standard ASA 500 Audit Evidence, and may be helpful in determining the
evidence applicable to an assurance engagement.

121
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party’s assumptions, the assurance practitioner ordinarily
provides only limited assurance on the assumptions;

(b) the assurance practitioner is not in a position to conclude as
to whether the results shown in the prospective financial
information will be achieved. If the results are expressed as
a range, the assurance practitioner cannot conclude, or
provide any assurance that actual results will fall within the
range;

(© the assurance practitioner obtains evidence to support an
assessment of whether any uncorrected misstatements or
adjustments are material, individually or in aggregate, to
the prospective financial information; and

(d) the assurance practitioner obtains evidence as.to'whether
the entity has complied with the recognition-and

measurements-reguirements-of-the-apphicable-financial
Feperting framework (Whichdn-Australiais-ordinariy-these licabl i ;
Standards)stated basis of preparation.
AS2.A83. If the assurance practitioner identifies that the prospective
financial information may be materially misstated the assurance
practitioner carries out additional procedures, or performs more

extensive procedures to enable the assurance practitioner to form a
conclusion, including whether a modified conclusion is required.

Other Information Included in the Document

A93.A84. Material inconsistencies and misstatements of fact in other
information that come to the assurance practitioner’s attention may
raise doubt on the conclusions drawn from evidence previously
obtained and possibly, about the basis for the assurance
practitioner’s conclusion in the assurance report. Assurance
practitioners need to pay particular attention to the form and content
of the other information (for example if it is in graphical or table
form) when looking for inconsistencies. The assurance practitioner
pays particular attention to areas such as: (Ref: Para. 113)

@ summarised financial information and its cross referencing
and consistency with the assurance report;

(b) other financial information not subject to the assurance
engagement;
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(c) the details disclosed of the assumptions used in the
preparation of the prospective financial information and
level of assurance obtained;

(d) management discussion and analysis of historical and
forecast results;

(e) the terms of the fundraising, such as the nature and amount
of the securities, their value and rights, as well.as any
minimum subscription;

()] the purpose of the fundraising;as well as how the proceeds
will be applied;

(9) the risks associated with the fundraising;

(h) other relevant and material information, such as:
(i) explanations of how revenue would be generated,

included relevant contracts;

(i) other forward looking statements on the prospects
of the entity in the document that may be of a
qualitative nature;

(iii) nature and extent of related party disclosures;
(iv) valuation of assets; and
(V) subsequent losses.

AS4-A85. When discussing an apparent material misstatement of fact
with the responsible party, the assurance practitioner may not be
able to sufficiently evaluate the validity of certain information and
the responsible party’s responses to the assurance practitioner’s
enquiries, and may conclude that valid differences of opinion or
judgement exist. (Ref: Para. 114)

Going Concern Considerations

AS85.A86. Ordinarily in an engagement to report on prospective
financial information, the going concern assumption is not relevant
to the assurance practitioner’s conclusion as the nature of the
information is subjective, prospective (based on anticipated event(s)
or transaction(s) that have not occurred) and its preparation requires
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the exercise of considerable judgement by the responsible party.
(Ref: Para. 115)

AS6-A8T. If the assurance practitioner considers that performing a
going concern assessment*? is relevant, the assurance practitioner
ordinarily performs the assessment as if the event(s) or transaction(s)
giving rise to the corporate fundraising or reporting on prospective
financial information had occurred, and considers the entity’s
prepared future forecasts, cash flow statements, directors” working
capital statements, and financial position and any other event(s) or
condition(s) that are relevant to the assessment. For example, if the
prospects for profitability are not supported by adequate cash flows,
then both the forecast financial performance statement and the
ongoing viability of the entity are at risk. There may also be
mitigating factors thatin the assurance practitioners’ professional
judgement eliminate the going concern uncertainty. These factors
may include: (Ref: Para. 116)

€)] unequivocal financial support provided from another entity
which has the capacity to provide support, or

(b) the underlying event(s) or transaction(s)-e+event giving rise
to the document (for example, a capital raising) will raise

sufficient funds to result in the entity becoming a going
concern:; and

{b)(c) asigned underwriting agreement in place.

AS7-A88. Mitigating factors should be supported by appropriate
written evidence. In such circumstances, the assurance practitioner
needs to evaluate and document how the unequivocal financial
support or proceeds from the fundraising issue will provide funding
for future operations of the entity that will result in the entity
becoming a going concern. Consideration should be given to any
proposed underwriting of any capital raising and the circumstances
in which the proposed underwriting may not occur. The assurance
practitioner should also consider requesting a written representation
from the responsible party regarding the appropriateness of the
going concern assumption. (Ref: Para. 116)

12 The concepts and discussions on performing a going concern assessment of an entity,

relevant to an audit engagement are contained in Auditing ASA 570 Going Concern, and
may be helpful in performing a going concern assessment in an assurance engagement.
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A89.

If there are going concern issues, this may cast doubt on the

reliability of the prepared forecast or other future financial
information.

A98.A90. If the assurance practitioner does not consider the going

concern assumption to be appropriate to the entity, the'implications
for the assurance report depend on whether the responsible party has
modified the basis of preparation of the prospective financial
information from that of a going concern: (Ref: Para. 117)

@ if the assurance practitioner does not consider the basis to
be appropriate, then the conclusion in the assurance report
should be modified (adverse conclusion) on the basis of the
going concern assumption being inappropriate to the
financial information; or

(b) if the assurance practitioner considers the basis to be
appropriate, then the assurancereport may include an
emphasis of matter paragraph in the assurance conclusion
to draw attention to the disclosure of this fact in the
prospective financial information.

Consideration of Events Up to the Date of the Assurance Report
(Ref: Para. 118-119)

AS9-A91. The extent of consideration by the assurance practitioner of

event(s) or transaction(s) occurring after the date of performing
assurance procedures and before the date of the assurance report
(commonly referred to as subsequent events) depends on the agreed
terms of engagement for reporting of subsequent events and the
requirements of applicable law, regulation, or professional
standards.'?

AL00-A92. The type of areas to be considered include:

@ the potential for such event(s) or transaction(s) to materially
affect the prospective financial information in the document
in terms of requiring comment on, or adjustment to, the
prospective financial information;

123

The concepts and discussions on subsequent events relevant to an audit engagement are
contained in Auditing Standard ASA 560 Subsequent Events, and may be helpful in
determining the principles applicable to an assurance engagement.
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(b) whether such event(s) or transaction(s) are within the
ordinary business of the entity; and

(c) whether such event(s) or transaction(s) cause the
prospective financial information to be potentially
misleading or deceptive.

Consideration of Events Identified After the Date of the Assurance
Report (Ref: Para. 120-121)

AL0LA93. If there are material deficiencies or significant matters
omitted from the document, which cometo the assurance
practitioner’s attention after:

@ after-the document has been lodged with the appropriate
regulatory.body, if it is a public document; or

(b) after-the document has/been finalised and issued to its
intended user(s) and before the relevant date, if it is not a
public document;

the assurance practitioner considers the implications for the
assurance report, as well as any reporting obligations the assurance
practitioner may have to inform the entity issuing the document.

AL02.A94. If such significant matters with a potentially material
impact on the prospective financial information come to the
assurance practitioner’s attention prior to the relevant date, the
assurance practitioner discusses the omissions with the responsible
party. If the responsible party refuses to correct such omissions, the
assurance practitioner ordinarily withdraws consent for the entity to
include the assurance report in the document, and evaluates if there
are any applicable law, regulation, agreement or professional
responsibilities that impose particular reporting obligations on the
assurance practitioner (for example, reporting such matters to the
entity’s due diligence committee).

Written Representations

AL03.A95. The assurance practitioner requests and obtains a written
representation letter from the responsible party at the completion of
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the assurance engagement.'® The assurance practitioner ordinarily
provides the responsible party with a specific list of representations
required. Such matters may already be contained in documentation
reviewed by the assurance practitioner, including minutes of
meetings, written acceptance of the assurance engagement terms,
and due diligence committee reports. Therefore, the assurance
practitioner only needs to request the inclusion of such matters'in the
written representation letter if the assurance practitioner considers it
appropriate in the assurance engagement circumstances.

(Ref: Para. 122)

AL04.A96. Appendix 3 provides an illustrative written representation
letter.
(Ref: Para. 123)

AL05.A97. Oral or written representations made by the responsible
party cannot replace other evidence the assurance practitioner could
reasonably expect to be available. For example, relevant minutes of
meetings of the Board of Directors;.or a published statement by the
Board of Directors acknowledging responsibility for the preparation
and presentation of prospective financial information, may be
considered sufficient appropriate evidence under the circumstances.
To the extent the other evidence obtained is inconsistent with the
responsible party’s oral or written representations, the assurance
practitioner investigates and evaluates such inconsistencies, in terms
of their impact on the assurance report and whether additional
procedures are required in order to resolve the inconsistencies and
obtain sufficient appropriate evidence. (Ref: Para. 1)

AL06.A98. If the responsible party does not provide such a written
representation letter, or refuses to provide it, the assurance
practitioner may qualify or issue a disclaimer of conclusion in the
assurance report, based on a limitation on the scope of the assurance
engagement. The assurance practitioner may also include a
restriction paragraph on the distribution of, or use of, the assurance
report. (Ref: Para. 0X)

ALO7-A99. An inability to obtain sufficient appropriate evidence
regarding a matter that has, or may have, a material effect on the
evaluation of the prospective financial information in the document,
when such evidence would ordinarily be available, constitutes a

124 The concepts and discussions on obtaining written representations relevant to an audit

engagement are contained in Auditing Standard ASA 580 Written Representations, and
may be helpful in determining the form and content of written representations applicable
to an assurance engagement.
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limitation on the scope of the assurance engagement, even if a
written representation from the responsible party has been received
by the assurance practitioner on the matter. (Ref: Para. 126)

Forming the Assurance Conclusion

AL08.A100. Applicable law or regulation may preclude the assurance
practitioner from expressing a modified conclusion/in an assurance
report that is included in a public document. Where this:is the case,
and the assurance practitioner concludes that a modified conclusion
is nevertheless appropriate, the assurance practitioner discusses the
matter with the responsible party. If the responsible party does not
agree to make the changes requiredto enable the assurance
practitioner to issue an unmodified conclusion, the assurance
practitioner considers whether the assurance practitioner is able to
withhold the assurance report, withdraw from the assurance
engagement, or obtain legal advice. (Ref: Para. 126)

Preparing the Assurance Report

ALOS.A101. The assurance report may be prepared solely in respect of a
particular type of financial information (prospective financial
information) or be-a composite report where two or more of types of
financial information are the subject of the assurance report (for
example historical financial information and prospective financial
information). (Ref: Para. 132)

ALI0.A102. If the assurance practitioner is preparing a composite
assurance report the assurance practitioner needs to ensure: (Ref: Para.
133)
@ that the different types of financial information are clearly

identified in the document and separately referred to in the
assurance report; and

(b) that the assurance report clearly identifies and segregates
the assurance procedures conducted and type of assurance
expressed, on each type of financial information.

Basic Elements of the Assurance Report (Ref: Para. 134)

ALILA103. In respect of an assurance report that is being included in a
public document prepared in accordance with the Corporations Act
2001, the assurance practitioner also needs to ensure that the
assurance report is:
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€)] appropriately cross referenced and consistent with other
information disclosed in the public document; and

(b) appropriately positioned in the public document in relation
to the prospective financial information on which the
assurance practitioner provides a conclusion.*®

ALI2.A104. Appendix 4 contains illustrative examples of assurance
reports.

Consent to the Inclusion of the Assurance Report in a Public Document
(Ref: Para. 137-138)

AL13.A105. For assurance reports in‘connection with a public document
prepared in-accordance with the Corporations Act 2001, the
assurance practitioner is required to-consent to the form-and context
in which the assurance report is included in that public document.'?
Such consent is ordinarily provided by way of spate consent letter
issued to the entity prior to the assurance report. Consequently, the
assurance practitioner ordinarily reads all other information included
in the public document for consistency. If there are to-consider

material inconsistencies or material
misstatements of fact related to the prospective financial information
which remain uncorrected by the responsible party, or the assurance
report does not consider the assurance report will be issued for the
intended purposes, the assurance practitioner may not provide

consent.as-compared-to-the-prospective-financial-information-

% See ASIC’s RG 170.
126 See Section 716 of the Corporations Act 2001.
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Documentation (Ref: Para. 139-140)

AL15.A106. Sufficient appropriate documentation*?’ should include a
record of the assurance practitioner’s reasoning on all significant
matters that required the exercise of professional judgement,
together with the assurance practitioner’s conclusions/on the matters.
In areas involving difficult questions of estimate, principle or
judgement, the documentation should include the relevant facts that
were known by the assurance practitioner at the time the.conclusion
was reached.

AL16.A107. In applying professional judgement to assessing the extent
of documentation to be prepared and retained, the assurance
practitioner ordinarily considers what would be necessary for
another experienced assurance practitioner who has no previous
experience with the-assurance engagement to obtain an
understanding of the work performed and the basis of the significant
decisions taken. It is, however, neither.necessary nor practicable to
document every matter the assurance practitioner considers during
the assurance engagement.

Subsection: Pro Forma Forecast
Assurance Engagement Acceptance

Preconditions for Acceptance (Ref: Para. 142-0)

ALL7AL08. The responsible party is ultimately responsible for the
preparation and presentation of all information (including all best-
estimate assumptions and pro forma adjustments) used in the
preparation of the pro forma forecast in the document.

27 The concepts and discussions on documentation relevant to an audit engagement are

contained in Auditing ASA 230 Audit Documentation, and may be helpful in determining
appropriate documentation to be obtained in an assurance engagement.
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Planning the Assurance Engagement

Planning Activities (Ref: Para. 144)

AL20.A100. In addition to the application and other explanatory material
in paragraphs A68 to A73 inclusive, the following planning
activities assist the assurance practitioner in the planning process:

@ understanding the nature of the pro forma adjustments,
including:

0] if the adjustments reflect actual event(s) or
transaction(s)-er-events achieved in the actual time
period in which they occurred, they are historical
adjustments; or

(i) if the adjustments reflect anticipated event(s) or
transaction(s)-er-events that have not yet happened,
or will not happen, or are the indirect results of
events or transactions as if they had been achieved
in a prior time period or earlier in the current
period, rather than when they were actually
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achieved they are known as “as if” adjustments;
and

(b) understanding the methodology used by the responsible
party for the combination of the prospective financial
information and the pro forma adjustments.

AL21L.A110. Pro forma adjustments may be historical, or a mixture of
historical and prospective, and ity
I i I I should be in
accordance with the stated basis of preparation.” The assurance
practitioner ordinarily has no responsibility to perform an
assessment of the appropriateness,or otherwise, of the selected
stated basis of preparation.

Performing the Assurance Engagement

Assurance Procedures
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111.  fARLIf the assurance practitioner cannot obtain sufficient
appropriate audit-evidence on the base financial information, the
assurance practitioner considers the implications for the assurance

engagement, including whether to withdraw from the engagement.

(Ref:Para. 86(a)X)

AL23.A112. Ordinarily the most recent audited or reviewed financial

statements will also be included'in the document, together with the
audit opinion or review conclusion

Preparing the Assurance Report
Basic Elements of'the Assurance Report: -(Ref: Para. X84(e)(i))

The stated basis of preparation described in the document should
include the extent to which the entity has been consistent with that
basis selected by the responsible party. The basis is ordinarily e

i i i i inarHy-the recognition
and measurement principles contained in the Australian Accounting
Standards), and the accounting policies adopted by the responsible
party, applied to the base unadjusted historical financial information

and the exceptforthe-pro forma adjustments.
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Conformity with International Standards on Assurance
Engagements

This Standard on Assurance Engagements has been made for Australian
legislative-public interest purposes, and accordingly there is no equivalent
International Standard on Assurance Engagements issued by the International
Auditing and Assurance Standards Board (IAASB), an independent standard-
setting board of the International Federation of Accountants (IFAC).

Compliance with this Standard on Assurance Engagements does not affect
compliance with the ISAEs.
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Appendix 1
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Appendix 21
(Ref: Para. Al1)

ILLUSTRATIVE ENGAGEMENT LETTER

The following illustrative engagement letter

engagement-circumstances:is not authoritative but is intended only to be a
guide that may be used in conjunction with the considerations outlined in this
ASAE. It will need to be varied according to individual requirements and
circumstances.

Engagement Circumstances are:

ABC Company proposes a takeover of XYZ Target company

Limited assurance engagement on historical financial information,
compiled pro forma historical financial information and a forecast.

Introduction

This letter confirms our understanding of the terms of engagement requiring
our serwces as |lnvest|gat|ng acecountant |n respect of the—hksteneal—ﬁﬂanerai
ivecertain

fmanual mformatlon m—th%femq—ef—a—feiteeas{—@fe%eeasti)—to be included in
the proposed Bidder Statement of ABC Company Limited (“ABC
Company’ ) to be issued in connection with

> the proposed acquisition of X'YZ Target Limited
(“Target”)]—} The purpose of this letter is to outline the role and approach of
[firm name] and the assurance report we will deliver.

Scope of our work

Our firm will:
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. perform procedures, described below, to enable us to report on the
ABC Company’s historical Statement of Financial Position as at
30 June 20X1, Statements of Financial Performance for the years
ended 30 June 20XX and 20X1 and Statements of Cash Flows for the
years ended 30 June 20XX and 20X1 (the “historical financial
information”);

. perform procedures, described below, to enable us to /report on/ABC
Company’s the-compilation of ABC-Cempany>s-pro formahistorical
Statement of Financial Position-, shown with pro forma adjustments to
show the forthe-effect of events and transactionss related to the
takeover as if they had occurred as-at 30-June 20XX, Pro Forma
Historical -Statements of Financial Performance for the years ended
30 June 20XX and 20X1 and-Pro Forma Historical Statements of Cash
Flows for the years ended 30 June 20XX and 20X1 (the “pro forma
historical financial information”);

0 perform procedures, described below, to enable us to report on
ABC Company’s the-compilation of ABC-Cempany’s-forecast
Statements of Financial Performance for the combined ABC
Company/XYZ Target group for the year ending-ended 30 June
20XX (“the aggregated forecast™); and

o perform procedures, described below, to enable us to report on
the-ABC Company’s forecast Statement of Financial
Performance for the year ending 30 June 20XX (“the
forecast”);

. collectively referred to as the “financial information”.-

We will conduct our engagement in accordance with ASAE 3450 Assurance
Engagements involving Corporate Fundraisings and/or Prospective
Financial Information.

Review of ABC Company’s historical financial information

We will review the historical financial information of ABC Company,
comprising the Statement of Financial Position as at 30 June 20X1,
Statements of Financial Performance and Statements of Cash Flows for the
years ended 30 June 20XX and 20X1, in order to state whether on the basis
of the procedures described, anything has come to our attention that would
cause us to believe that the historical financial information is not prepared, in
all material respects, in accordance with the recognition and measurement
principles contained in Australian Accounting Standards and the entity’s
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adopted accounting policies, as described in the proposed Bidder Statement
(the “applicable-financial-reporting-frameworkstated basis of preparation™).

The review procedures will include, but may-are not be-limited to:

. analytical procedures on the unaudited Statement of Financial Position
of ABC Company as at 30 June 20X1, -and-Statements of Financial
Performance and and-Statements of Cash Flows of ABC Company for
the years ended 30 June 20XX and 20X1;

. a consistency check in the application of the stated basis of

preparation
Accounting-Standards-as described in the proposed Bidder Statement;
to the preparation-ef-the-historical financial information;

. areview of ABC Company’s work papers, accounting records and
other documents; and

o enquiry of directors, management and.others in relation to the
historical financial information.

Our review procedures will not provide all the evidence that would be
required in an audit, thus the level of assurance-assurance (limited assurance)
provided will be‘less than given in an audit. Our review is not an audit and,
accordingly, we will not express an audit opinion.

Review of ABC Company/XYZ Target’s the-compiled compHation-of-pro
forma historical financial information

We will review the Director’s compilation of

the combined ABC Company/XYZ
Target in order to state whether, on the basis of the procedures described,
anything comes to our attention that would cause us to believe that the pro
forma historical financial information is not compiled, in all material
respects, by the directors on the basis of the applicable criteria. The
applicable criteria are:

. the historical financial information of ABC Company extracted from
the audited financial statements of ABC Company for the years ended
30 June 20XX and 20X1;

. the historical financial information of XYZ Target extracted from the

audited financial statements of XYZ Target for the years ended 30
June 20XX and 20X1; and
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. the pro forma adjustments applied to the historical financial
information from ABC Company and XYZ Target to illustrate the
effects of the takeover described in section [X] of the proposed Bidder
Statement.

The review procedures will include, but may-are not be-limited'to:

. consideration of work papers, accounting records and other
documents, including those dealing with the extraction of
historical financial information of ABC Company from its
audited financial statements for the years ended 30 June
20XX and 20X1, and those dealing with the extraction of
historical financial information of XY Z Target from its
audited financial statements for the years ended 30 June
20XX and 20X1;

) consideration of the pro forma adjustments described in
section [X] of the proposed Bidder Statement;

o enquiry of directors, management, personnel and advisors;

. the performance of analytical procedures applied to the pro

forma historical financial information;

o a review of work papers, accounting records and other
documents of ABC Company and its auditors-{where-the
asstrance-practitioneris-notthe-auditor); and

. a review of accounting policies for consistency of
application, and identification of any adjustments necessary
to align the accounting policies of XYZ Target to those of
ABC Company.

The procedures will not provide all the evidence that would be required in an
audit, thus, the level of assurance provided (limited assurance) will be less
than given in an audit. Our review is not an audit and, accordingly, we will
not express an audit opinion.

We will not have sufficient access to fXYZ Target} to be able to audit or
review the historical financial information extracted from the financial
statements of XYZ Target for the years ended 30 June 20XX and 20X1, and
accordingly, we will not express any opinion; as to whether the pro forma
historical financial information is presented fairly,prepared; in all material
respects, in accordance with the recegnition-and-measurementprinciples

n-A aidTalal ng a ng ountina-nolicie
S oo, o Ol g0
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Review of ABC Company forecast

We will review the ABC Company forecast and the directors’ best-estimate
assumptions underlying itthe - ABC-Company-forecast in order to state
whether, on the basis of the procedures described, anything has come.to our

attention that causes us to believe that—naH-material-respectsthat:

° the directors’ best-estimate assumptions do not provide a-reasonable
groundsbasis for the ABC Company forecast;

° in all material respects:

P

o the ABC Company-forecast is not preperhy-prepared on the
basis of the directors’ best-estimate assumptions as described
in section [X] of the proposed bidder statement; and

.0 is not presented fairly in accordance with the stated basis of
predation, being the recognition and measurement principles
contained in Australian Accounting Standards, applied to the
forecast and the company’s adopted accounting policies;

. the ABC-Company-forecast itself is unreasonable.

The review procedures will include, but may-are not be-limited to enquiry,
comparison, and other such analytical review procedures we consider
necessary.

Our review of the ABC Company forecast will be limited primarily to:

. comparison and analytical review procedures;

o discussions with management and Directors of ABC Company of the
factors considered in determining their assumptions; and

o examination, on a test basis, of evidence supporting:

o the assumptions and amounts in the ABC-Cempany-forecast;
and
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o the evaluation of accounting policies used in the ABC

Company-forecast.

We will require written representations and confirmations from the Directors
and management to be provided to ensure the assumptions appliediin the
preparation of the ABC Company forecast are consistent with the Directors’
knowledge and expectation.

Our review of the ABC Company forecast will be substantially less in scope
than an audit examination conducted in accordance with Australian Auditing
Standards. A review of this nature provides less assurance than an audit.
Our review is not an audit and we will not express-an audit opinion on the
ABC Company forecast or the directors’ best-estimate assumptions. Our
Firm will not express any opinion as-to whether the ABC Company forecast
will be achieved, or warrant or.guarantee any statements as to the future
prospects of ABC Company:

Review of the ABC company/XYZ Target’s Hat compiled
aggregated pro forma forecast 6f ABC-Company-and X Y-Z Target

We will review the Directors’ compilation of the ABC Company’s/XYZ
Targets’ aggregated pro forma forecast; (“aggregated forecast™)

—in order to state
whether based on the procedures performed anything has come to our
attention that.causes us to believe that the aggregated forecast is not
compiled; in all material respects by the directors, on the basis of the
applicable criteria. The applicable criteria are:

. the ABC Company forecast;

o [publicly] available fForecast information of XYZ Target; and
. the directors’ best-estimate assumptions underlying the aggregated
forecast.

Our review procedures will include, but may-netbe-are not limited to
enquiry, comparison, and other such analytical review procedures we
consider necessary.

agore The procedures
WI|| not prowde aII the ewdence that Would be re U|red in an audit, thus, the
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level of assurance (limited assurance) provided will be less than give in an
audit. Our review is not an audit and, accordingly, we will not express an
audit opinion. —We will not express any opinion or assurance-, in relation to
the [publicly] available forecast information of XYZ Target, or the directors’
best-estimate assumptions underlying the aggregated forecast, or.whether the
financial information complies with the applicable criteria, and'we will make
this clear in our report.””

Reporting

As a result of the above work procedures we intend to issue an Independent
Assurance Report to the dlrectors of ABC Company eHhe—msteHeaJ

Reliance on information
The directors of ABC Company are responsible for:

. the content of the proposed Bidder Statement, other than the content
of ourdndependent Assurance Report, and any other experts’ reports;

. issuing the proposed Bidder Statement;

. the preparation and presentation of the histerical-finaneial
information-the-pro-forma-historical-financial information;-the-ABC
included in the
proposed Bidder Statement;

o the directors’ best-estimate assumptions on which the ABC Company
forecast is based;

. the directors’ best-estimate assumptions on which the aggregated
forecast is based; and

. the inclusion in the proposed Bidder Statement of information
regarding the sensitivity of the ABC Company forecast and the
aggregated forecast to changes in key assumptions.

125 If sufficient access is granted to the XYZ Target’s forecast and assumptions underlying

the forecast, the wording can be amended.
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We do not assume any liability for information or statements included in the
bidder statement other than our Independent Assurance Report.

We will require written representations from ABC Company that all material
information relevant to istor i kel ion;
histerical-the financial information;

within your-the company’s possession has been provided
prior to the finalisation of our reports, and that no material changes have
occurred between the date of our reports and the date of lodgement of the
proposed bidder statement with the Australian Securities and Investments
Commission (“ASIC”) which could affect our findings.

Consents

Prior to the issue of the proposed Bidder Statement, we will review the
document in its entirety, to consider whether-we consent to the form and
context in which we are named as Investigating Accountant, and to consider
whether we consent to the inclusion of our Independent Assurance Report in
the form and context in which it is included..Our consent will be issued on
the letterhead of [firm name] and should then be quoted in the proposed
bidder statement.

The consent relates to the use of our name and report in the context of the
whole proposedBidder Statement. Our name or report, or any extract, may
not be included in any analysts’ briefings, in any display on an internet site or
in any other media without our prior consent. [Firm name] will be giving the
consent pursuant to section 636(3) of the Corporations Act 2001 but will not
otherwise be authorising or causing the issue of the Bidder Statement.

In the event of any misuse of our name or our reports, [firm name] reserves
the right to withdraw its consent by written notification to ABC Company at
its registered office and to ASIC.

[Insert other information such as fee arrangements, billings and other specific
terms and conditions, as appropriate.]

Acceptance of Engagement Terms

We look forward to working closely with the directors of ABC Company in
relation to this fimpertant}-engagementassighment.

Please sign and return the attached copy of this engagement letter to indicate

your acknowledgement of, and agreement with, the terms and conditions
detailed in this engagement letter, including our respective responsibilities. If
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you wish to discuss any aspect of this letter, please do not hesitate to contact
me.

Yours Faithfully

[Firm name]

[Name of partner]

Partner

Client Acceptance

I have read and understood the terms and conditions of this letter-and the

attached Appendix 1, and I agree to and accept them for and on behalf of
ABC Company, by whom | am duly authorised:

SIgNature Ll

Name e,

Position =
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Appendix 32
(Ref: Para. A32)

ILLUSTRATIVE REPRESENTATION LETTER

The following illustrative representation letter is not authoritative butis
intended only to be a guide that may be used in conjunction with the
considerations outlined in this ASAE. It will need to be varied according to
individual engagement requirements and circumstancesthe-foHowing

Engagement Circumstances include the following:

ABC Company proposesto issue a prospectus

Limited assurance engagement reporting on historical financial
information, pro forma historical financial information and a directors
forecast

9

Entity Letterhead

Firm Name

Address

[Date]

Dear Sirs

Letter of Representation

This letter is provided in connection with your engagement to provide an
independent assurance report i i igati

on the financial information (comprising historical financial information, pro

forma historical financial information and the Directors’ forecast included in
the prospectus of ABC Company Limited (“ABC Company”) to be dated on
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or around [31 October 20XX], in accordance with the terms and conditions
contained in your engagement letter dated [insert date].

Expressions and terms defined in the prospectus have the same meaning in
this letter.

General Representations

We acknowledge that your engagement has been conducted in accordance
with Standard on Assurance engagement ASAE 3450 Assurance
Engagements involving Corporate Fundraisings and/or Prospective
Financial Information. We understand that your engagement involved a
review of the financial information in order-to provide limited assurance, and
consequently the procedures performed were limited primarily to enquiries of
ABC Company personnel and analytical review procedures applied to the
financialinformation, and thus provide less assurance than in an-audit. You
have not performed an audit and accordingly you do not express an audit
opinion. [Note that this paragraph will need to be amended if the assurance
engagement involves providing reasonable assurance in relation to any of the
financial information.]

We acknowledge our responsibility for the preparation of the prospectus,
including the preparation and presentation of all financial information
contained therein, in accordance with the Corporations Act 2001 (the Act).

We _confirm that, to the best of our knowledge and belief (having made such
enquiries as we considered necessary for the purposes of appropriately
informing ourselves):

° ABC Company’s financial information has been prepared on a going
concern basis. Having considered the circumstances likely to affect
ABC Company during the next 12 months, and the circumstances
that we know will arise thereafter, we are satisfied that the going
concern basis of preparing the financial information is appropriate.

° All material financial information, financial records, related data and
other information relevant to the historical financial information and
pro forma historical financial information within the possession of
ABC Company have been provided to [Firm Name] prior to the
finalisation of the lndependent-Aassurance Rreport. [Firm Name] is
entitled to rely on the information provided by ABC Company and
to assume that the information provided is, to the best knowledge
and belief of management and the directors, accurate and, except
where otherwise indicated, complete.
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e In the performance of the assurance engagement, [Firm Name] has
been entitled to rely on the information provided by ABC Company
and to assume that the information provided is, to the best
knowledge and belief of management and the directors of ABC
Company, accurate and, except where otherwise indicated,

complete.

P —

. Our-responsibiity-for-advising fFirm-Name}-of-aAny material
changes that may have occurred between the date of the ndepen
Aassurance Rreport and the lodgement-date of the prospectus wit

the Australian Securities and Investments Commission (“ASIC”)

have been advised to [Firm-Name].

D

. All material eventsand transactionsshave been properlty-recorded in

the accounting records underlying the histerical-financial
information-and proferma-historical financial information.

° We are responsible for, and have established and maintained, an
adequate internal control structure to facilitate the preparation of
reliable financial information. We acknowledge our responsibility
for the implementation and operation of accounting and interna

controls systems that are designed to prevent and detect fraud and
error

. There has been no fraud or suspected fraud involving any member
of management or employee with a significant role in monitoring or
implementing ABC Company’s system of internal controls, or any
other employee, that could have had a material effect on the

historical financial-information or nro-forma-historical financial
HSteHEaHRaRCla HHOHMaHeR-6F proHorma-HStoHEaH]

information.

. [Other than detailed in the prospectus], there have been no

violations, or possible violations, of laws, regulations or contractual
agreements, the 9ffgqts of which should pe considered as the basis
for recording a liability or for disclosure in the prospectus.

. [Other than detailed in the prospectus], there have been no

communications from governmental or other requlatory authorities

concerning non-compliance with, or deficiencies in, the group’s
adherence to relevant legislation. ABC Company has put in place
appropriate procedures to ensure compliance with such legislation
and the procedures have been applied throughout the financial
periods under review.
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. [Other than detailed in the prospectus], there has been no changes in
accounting policies, or the application of the accounting policies,
that have a material effect on the historical financial-informationor
pro-forma-historical-financial information. The accounting policies
have been consistently applied in the orenaratlon of the historica

i talH i financial information.

° We believe there have been no uncorrected misstatements that are
material, both individually and in aggregate, to any. of the'financial
information under review. The uncorrected misstatements

symmarisedcontained in [Appendix 1] are, we believe, immaterial,

pboth individually and in aggregate to the historical financial
nformation-and-pro-forma-historical financial information to which
it relates.

. All material risks that may impact on the business have-been
adequately disclosed in the prospectus and con5|dered in relation to

their impact on the historical fi
historical-financial information.

° Other than those already adjusted for, and/or disclosed, there have
been no matters or events that have arisen, or been discovered,
subsequent to the preparation of the histerical-financiabinformation
and-proforma-historical-financial information that would require
adjustment to that historical financial-information-and-pro-forma

historical-financial information or disclosure in the prospectus.

. There will not be any deficiencies or encumbrances attaching to the
title of ABC Company’s assets during the period covered by the
financial information, other than those already reflected in the

prospectus.

° ABC Company has no plans or intentions that could materially
affect the book value or classification of assets or liabilities during
the period of the financial information that are not already reflected
therein.

° The ABC Company’s board of directors are not aware of any breach
or non-compliance with the terms of any contractual arrangements,
however caused, that could initiate claims against ABC Company,
and which would have a material effect on the financial information.

*—
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[Include any other matters that the assurance practitioner considers

necessaryappropriate].

Historical financial information and pro forma historical financial
information

With respect to the historical financial information and pro forma historical
financial information_of ABC Company for the years ended 30 June 20XX
and 20X1, we acknowledge our responsibility for the preparation and
presentation of that financial information on which the independent assurance
report is based;-bei i i

j . These financial statements
include the Statement of Financial Position, Statements of Financial
Performance, Statement of Cash flows and related notes.
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We confirm that, to the best of our knowledge and belief (having
made such enquiries as we considered necessary for the purposes of
appropriately informing ourselves):

3 ABC Company’s historical financial information included in the
prospectus has been prepared in accordance with the applicable
. i o

stated basis of preparation, being the
recognition and measurement principles preseribed-contained in
Australian Accounting Standards and the adopted accounting policies
adopted-by-ABC-Company-as described in section [X] of the

prospectus.

. ABC Company’s pro forma historical financial information included
in the prospectus has been prepared in accordance with the stated
basis of preparation, being the recognition and measurement
principles contained in Australian Accounting Standards and the
adopted accounting policies applied to:

o ABC Company’s historical financial information, as described
in section [X] of the prospectus; and

o pro forma adjustments; as described in section [X] of the
prospectus; as if those adjustments had occurred as at the date
of ABC Company’s historical financial information.

o Disclosures not included in the prospects with respect to the financial
information have been determined by us to be not material to users of
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the prospectus.A
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Directors’ forecast

With respect to the directors’ forecast prepared in respect of the financial
period 30 June 20XX to 20 June 20X2, we acknowledge our responsibility
for the preparation and presentation of that information, the best-estimate
assumptions adeptedused therein and its- compliance with the stated basis of

preparationrecognition-and-reasurement-principles-contained-in-the

5

We confirm that, to the best of our knowledge and belief (having made such

enquiries as we considered necessary for the purposes of appropriately
informing ourselves):
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. The best-estimate assumptions described in section [X] of the
prospectus have been agreed by the ABC Company’s board of
directors, and, taken as a whole provide a reasonable basis for the
directors’ forecast.

. The best-estimate assumptions underlying the directors’ forecast are
have reasonable_grounds, supportable and consistent between
themselves and with ABC Company’s strategic plans, and have been
consistently applied.

. The Ddirectors’ forecast has been prepared using the best-estimate
assumptions, based on present circumstances, as to both the most
likely set of economic, operating, developmental, and trading
conditions and the course of action ABC Company is most likely to
take. Accordingly, the Ddirectors’ forecast is appropriately called a
forecast.

° All liabilities which will arise out of the activities of ABC Company
have been included in the directors’ forecast.
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o During your review we have made available to you all records and
information that was available to us at the time and from which we
have based our financial model.

. The accounting policies adopted in preparing the directors’ forecast
for the year ending 30 June 20XX are those that are expected to be
used for reporting historical financial information for the
corresponding.period.

f ial : Ieineluced | . ,
forecast:

. No transactions(s) or event(s) have occurred to the time of signing this
letter that would necessitate adjustment to the directors’ forecast, or
disclosure in the prospectus, which we have not brought to your
attention.

o [Include any other matters that the assurance practitioner considers

necessaryappropriate].
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Conclusion

This representation is provided to [Firm Name], [its Directors and
employees], in connection with the prospectus dated 30 June 20XX to be
issued by ABC Company.

Yours faithfully

ABC Company Limited

Name

Director
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Appendix 43
(Ref: Para. A41 and A104)

ILLUSTRATIVE ASSURANCE REPORTS

The following illustrative assurance reports can be tailored for specific
engagement circumstances.

o [lustration 1: Independent Assurance Report on historical financial
information and pro forma historical financial information included in
a public document, with an-unmodified limited assurance conclusions

. Illustration2: Independent Assurance Report {Private-Repert)-on
jvefi taH jon+ a forecast; and
pro forma forecast agtincluded in apublic document, with an
unmodified limited assurance eenelusien-conclusions

«—|llustration 3: Independent Assurance Report on prospective financial

information in the form of a forecast and-a-pro-forma-forecast-not

included in a public document, with an an-unmodified limited
assurance conclusion
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lllustration 1: Engagement Circumstances include the following:

. ABC Company proposes to issue a prospectus which
includes historical financial information and pro.forma
historical financial information.

o Limited assurance engagement on historical financial
information and pro forma historical financial
information, with an-unmodified conclusions:

[Date]**

The Directors

ABC Company Limited
[Address]

Dear Directors™®

Independent Assurance Report on ABC Company historical and pro
forma historical financial information

We have reviewed-been engaged to report on the historical financial
information-and pro forma historical financial information of ABC Company
Limited (“ABC Company”) [as at/for the period [date]] for inclusion in the
prospectus dated on or about [insert date] and relating to the issue of [X]
shares in ABC Company (“the prospectus”).

Expressions and terms defined in the prospectus have the same meaning in
this report.

The nature of this report is such that it can only be issued by an entity which
holds an Australian Financial Service License (AFSL) under the
Corporations Act 2001. [Firm name] holds the appropriate AFSL under the
Corporations Act 2001.

[Insert any background information relating to ABC Company and/or the
proposed fundraising deemed relevant; if any.]

%0 The date of both the hard copy and electronic version of the report should be the same.

See ASIC’s RG 107 Electronic Prospectuses.

181 Or other title as appropriate in the circumstances of the assurance engagement.

ASAE 3450 -230 -



Standard on Assurance Engagements ASAE 3450
Assurance Engagements involving Corporate Fundraisings and/or
Prospective Financial Information (Re-issuance of AUS 804)

Scope

Historical Financial Information

You have requested [Firm Name] to review the following historical financial
information of ABC Company included in the prospectus:

. the Statement of Financial Performance e--ABC-Company-for.the
[year(s)/period(s)] ended [insert date];-and

° the Statement of Financial Position as at [insert date];

. the Statement of Cash Flows for the {(year(s)/period(s)] ended [insert

date];

date}—The historical financial information has been prepared in accordance
with the stated basis of preparation, being the recognition and measurement
principles contained in Australian Accounting Standards and the company’s
adopted accounting policies. The historical financial information has been
extracted from the financial report of ABC Company for the year(s) ended
[insert date], which was audited by [Firm Name] in accordance with the
Australian Auditing Standards. [Firm Name] issued a [modified/unmodified]
audit opinion on the financial report. The historical financial information is
presented in the prospectus in an abbreviated form, insofar as it does not
include all of the presentation and disclosures required by Australian
Accounting Standards and other mandatory professional reporting
requirements applicable to general purpose financial reports prepared in
accordance with the Corporations Act 2001.
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Pro Forma historical financial information

You have requested [Firm Name] to review the pro forma historical
Statement of Financial Position as at [insert date] referred to as “the pro
forma historical financial information”.

. The pro forma historical financial information has been derived from
the historical financial information of ABC Company, after adjusting for the
effects of the-pro forma adjustments described in section [X] of the
prospectus. The stated basis of preparation

financial-information-is the recognition and measurement principles
contained in Australian Accounting Standards applied to the historical
financial information and the event(s) or transaction(s) to which the

pro fand-pro-forma adjustments_relate; as.described in section [X] of the
prospectus, as-if those adjustments-event(s) or transaction(s) had occurred as
at the date of the historical financial information. Due to its nature, the pro
forma historical financial information does not represent the company’s
actual or prospective [financial position]; [financial performance], and/or [e+
cash flows].

[Insert any other information relating to the underlying event(s) or
transaction(s), which is deemed relevantappropriate.]

Directors’ responsibility

The directors of ABC Company are responsible for the preparation of the
historical financial
information and pro forma historical financial information, fincluding the
selection and a-determination of the-pro forma adjustments made to the
historical financial information_and included in the pro forma historical
financial information}. -This includes responsibility for i

such internal control as the directors determine are necessary
to enable relevantte-the preparation of the historical financial information
and pro forma historical financial information that is-are free from material
misstatement, whether due to fraud or error.

Our responsibility
istorical fi ialind .

Our responsibility is to express a limited assurance conclusion (review) on
the histerical-financial information based on eurreviewthe work performed.
We have conducted our engagement in accordance with the Standard on
Assurance Engagement ASAE 3450 Assurance Engagements involving
Corporate Fundraisings and/or Prospective Financial Information-in-erder
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A review-_consistss of making enquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit.conducted in
accordancedinghy with Australian Auditing Standards and consequently does
not enable us to obtain reasonable assurance that we would become aware of
all significant matters that might be identified in-an audit. Accordingly, we
do not express an audit opinion.

Conclusions

Historical financial information

Based on our review, which is not an audit, nothing has come to our attention
that causes us to believe that the historical financial information, as described
in section [X] of the prospectus, and comprising:

o the historical-Statement of Financial Performance of ABC Company
for the [year(s)/period(s)] ended [insert date]; and
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° the histerical-Statement of Financial Position as at [insert date]; and

. the Statement of Cash flows for the [year(s)/period(s)] ended [insert

date];s

is-are not presented fairly, in all material respects, in accordance with the

apphicable financialreporting-frameworkstated basis of preparation,-as
described-in-the-scope-section-of-this-repert being the recognition and

measurement principles contained in Australian Accounting Standards and
the company’s adopted accounting policies.™

Pro forma historical financial information

Based on our review, which is not an-audit, nothing has come to our attention
that causes us-to believe that the pro forma historical financial information
being the Statement of Financial Positions as‘at [insert date-set-out-in-section
;1 is not presented fairly; in all material respects, in
accordance with the stated basis of preparation being the being the
recognition and measurement principles contained in Australian Accounting
Standards and the company’s adopted accounting policiesas-deseribed-in-the

Restriction on Use

Without modifying our conclusions, we draft attention to section [X] of the
prospectus, which describes the purpose of the financial information
prepared, being for inclusion in the prospectus. As a result the financial
information may not be suitable for another purpose.

%2 |dentify any departures from the recognition and measurement principles contained in the

Australian Accounting Standards.
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Liability

[Firm name] has consented*2 to the inclusion of this report in the prospectus
in the form and context in which it is included. The liability of [Firm name]
is limited to the inclusion of this report in the prospectus. [Firm name]
makes no representation regarding, and has no liability for, any other
statement or other material in, or any omissions from, the prospectus.
[Wording amended as necessary for individual Firm practice.]

Independence or Disclosure of Interest

[Firm Name] does not have any interest in the outcome of this [transaction]™**

other than in [state interest] for which normal professional fees will be
received.

Yours faithfully

[Firm Name] Date

133
3%

Consent is ordinarily provided in a separate consent letter, which can be referenced here.
Identify the nature of the event(s) or transaction(s), for example, the issue of shares or
scheme of arrangement.
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lllustration 2: Engagement Circumstances include the following:

ABC Company proposes to issue a prospectus which includes
prospective financial information’

Limited assurance engagement on prospective financial information in
the form of a forecast and a pro forma forecast, with unmodified
conclusions.

[Date]'*

The Directors

ABC Company Limited
Address]

Dear Directors™®

Independent Assurance Report on the-ABC Company firancial-forecast
and pro forma forecast

We have reviewed-been engagement to report on the financial
forecastforecast Statement of Financial Performance (“forecast”) and pro
forma forecast -Statement of Financial Performance (“pro forma forecast™)
[for the period ending] 30 June 20X0 of ABC Company Limited E‘ABC
Company”] for inclusion in section [X] of the [public document]™’ dated on
or about [insert date] and relating to the issue of [X shares/units] in ABC
Company.

135 The date of both the hard copy and electronic version of the report should be the same.
See ASIC’s RG 107 Electronic Prospectuses.

Or other title as appropriate in the circumstances of the assurance engagement.
Specify the type of the public document.

136
137
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Expressions and terms defined in the fpublic-decument}prospectus have the
same meaning in this report.

The nature of this report is such that it can only be issued by an entity which
holds an Australian Financial Service License (AFSL) under the
Corporations Act 2001. [Firm name] holds the appropriate AESL under/the
Corporations Act 2001.

[Insert any background information relating to ABC Company and/or the
proposed fundraising deemed relevantappropriate; if any.]

Scope

You have requested [Firm Name] to review the foIIowmg financial
information included in the prospectus

o the forecast Statement of Financial Performance of ABC Company for

the period(s) ending [insert date]-“the financial-forecast™), as

described in section [X] of the fpublic-document]prospectus. The
directors’ best-estimate assumptions underlying the financial

forecastforecast are-described out in section [X] of the fpublic
documentprospectus. The

framewerkstated basis of preparation used in the preparation of the
financial-forecastforecast is the recognition and measurement
principles contained in Australian Accounting Standards_and the
entity’s adopted accounting policies; and

. the pro forma forecast Statement of Financial Performance of ABC
Company for the period(s) ending [insert date],
forecastdescribed in section [X] of the prospectus. The pro forma
forecast has been derived from the-ABC Company’s finaneiat
forecastforecast-eF-ABC-Company, after adjusting for the effects of
the pro forma adjustments described in section [X] of the fpublic

document]prospectus. Fhe-stated-basis-of-preparation-of-the-pro
formaforecastis-the-recognition-and-measurement-principles
GWMWWWW ; : it : I
occurred-as-at-the-dateof the financial forecast—The stated basis of
preparation is the recognition and measurement principles contained
in Australian Accounting Standards applied to the forecast and the
event(s) or transaction(s) to which the pro forma adjustments relate, as

described in section [X] of the prospectus, as if those event(s) or
transaction(s) had occurred as at the date of the forecast. Due to its
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nature, the pro forma forecast does not represent the company’s actual
or prospective [financial position], [financial performance], and/or [er
cash flows]_[for the period(s) ending/as at] [insert date].-

Directors’ Responsibility

. ialf

The Directors of ABC Company are responsible for the preparation of the
forecast [for the perlod(s) ending/as at] [lnsert date]

mcIudmg the best estlmate assumptlons underlymg the nhanetarl
forecastforecast-Statement-of Financial- Perfermanee. They are also
responsible for the preparation of the-pro.forma forecast for the period ending
[insert date],.including the selection and determination of the pro forma
adjustments made to the forecast'and included in the pro forma forecast. This
includes responsibility for such internal control as the directors determine are
necessary to enable the preparation of the forecast and the pro forma forecast
that are free from materlal misstatement, whether due to fraud or error ilihts

Our Responsibility

) ialf

Our responsibility is to express a-limited assurance conclusions (review) on
the financial-forecastforecast and pro forma forecast, the best-estimate
assumptions underlying the forecast and pro forma forecast, and the
reasonableness of the forecast and pro forma forecast itself, Statement-of
Financial-Performance-based on our review. We have conducted our
engagement in accordance with the Standard on Assurance Engagements
ASAE 3450 Assurance Engagements involving Corporate Fundraisings
and/or Prospective Financial Information-.in-erderte-state-whether-on-the
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A review consisted of making enquiries, primarily of persons responsible for

financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in
accordance with Australian Auditing Standards and consequently does not
enable us to obtain reasonable assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do
not express an audit opinion.
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Conclusions

FinancialforecastForecast

Based on our review, which is not an audit, nothing has come to our attention
which causes us to believe that:

J the directors’ best-estimate assumptions do not provide a-reasonable
basis-grounds for the financial-forecastforecast Statement of Financial
Performance of ABC Company [for the year(s)/period(s) ending]

[insert date]; and
o in-all material respects, the financial-forecastforecast-Statement-of
Firaneial-Perfermanee:

o is not -preperhy-prepared on the basis of the director>s’
best-estimate assumptions as described in section [X] of the

[public-document]prospectus; and

o is not presented fairly in accordance with the applicable
i i i stated basis of preparation, being
the recognition and measurement principles contained in
Australian Accounting Standards and the entity’s adopted
accounting policies; i i i i
report; and_consequently that
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. the financial-forecastforecast Statement-of Financial Performance
itself is unreasonable.
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Pro Forma Forecast

Based on our review, which is not an audit, nothing has come to our attention
that causes us to believe that:

. the directors’ best-estimate assumptions_used in the preparation of the
pro forma forecast Statement of Financial Performance of ABC
Company [for the year(s) ended/period(s) ending] [insert date]does
not provide-a reasonable basis-grounds for the pro forma forecast
Statement-of Financial Performance; and

. in all material respects, the pro forma forecast-Statement-ef-Financial
Performance:

o is not properky-prepared on the basis of the director’s
best-gstimate assumptions, incltiding pro-forma-adjustments;-as

described in‘section [X] of the [public-decument]prospectus;
and

o is not presented fairly in accordance with the stated basis of
preparation, being the recognition and measurement principles
contained in Australian Accountinq Standards, applied to the
forecast and the company’s adopted accounting policies, and
the pro forma adjustments as if those adjustments had occurred

as at the date of the forecastas-described-in-section-pPX}-ofthis
report; and_consequently that

. the pro forma forecast Statement-ofFinaneial-Performance-itself is
unreasonable.

thaHheseuFepFesemaHen&areﬂfals&Forecast and Pro Forma Forecast

The forecast and pro forma forecast has been prepared by management and
adopted by the directors in order to provide prospective investors with a
guide to the potential financial performance of the ABC Company [for the
period(s)/year(s) ended] [insert date]. There is a considerable degree of
subjective judgement involved in preparing forecasts since it relates to
event(s) and transaction(s) that have not yet occurred and may not occur.
Actual results are likely to be different from the forecast and pro forma
forecast since anticipated event(s) or transaction(s) frequently do not occur as
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expected and the variation may be material. The Directors’ best-estimate
assumptions on which the forecast and pro forma forecast are based relate to
future event(s) and/or transaction(s) that management expect to occur and
actions that management expect to take and are also subject to uncertainties
and contingencies, which are often outside the control of the ABC Company.
Evidence may be available to support the Directors’ best-estimate
assumptions on which the forecast is based however such evidence is
generally future-oriented and therefore speculative in nature. We are
therefore not in a position to express a reasonable assurance_conclusion on
those best-estimate assumptions, and accordingly, provide a lesser level of
assurance on the reasonableness of the directors’ best-estimate assumptions.
The limited assurance conclusion expressed in.this:report has been formed on
the above basis.

Prospective_investors should be-aware of the material risks and uncertainties
relationto an investment in the ABC Company, which are detailed in the
prospectus, and the inherent uncertainty relating to the/forecast. Accordingly,
prospective investors should have regard to the investment risks and
sensitivities as described in section [X] of the prospectus. The sensitivity
analysis described in section [X] of the prospectus demonstrates the impact
on the forecast of changes in key best-estimate assumptions. We express no
opinion as to whether the forecast will be achieved.

The forecast and pro forma forecast have been prepared by the directors for
the purpose of [insert description].™™ We disclaim any assumption of
responsibility for any reliance on this report, or on the forecast or pro forma
forecast, to any person other than to the directors, or for any purpose other
than that for which it was prepared.*™ We have assumed, and relied on
representations from certain members of management of ABC Company that
all material information concerning the prospects and proposed operations of
ABC Company has been disclosed to us and that the information provided to
use for the purpose of our work is true, complete and accurate in all respects.
We have no reason to believe that those representations are false.

: :
‘%%Mwﬁm&mw e Finarcial Part ; A

140 Indicate the Directors’ purpose for preparing the forecast, for example: “to provide

prospective investors with a guide to the potential financial performance of ABC
Company for the year(s) ending [insert date].”

When the Independent Assurance Report has been prepared for users other than the
Directors, this sentence should be amended to state: “We disclaim any assumption of
responsibility for any reliance on this report or on the forecast to which it relates for any
purposes other than that for which it was prepared.”

141
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Liability

[Firm name] has consented to the inclusion of this

rReport in the [public-decument}prospectusiin the form and context in which
itisincluded. The liability of [Firm.name] is limited to the inclusion of this
report in the fpublic-document}prospectus. [Firm name] makes no
representation regarding, and has no liability-for, any other statement or other
material in, or any omissions from, the fpublic-decument}prospectus.
[Wording amended as necessary for individual Firm practice.]

Independence or Disclosure of Interest

[Firm Name] does not have any interest in the outcome of this [transaction]'*?
other than in [state interest]for which normal professional fees will be

received.
Yours faithfully

[Firm Name] Date

12 |dentify the nature of the event(s) or transaction(s), for example, the issue of shares or

scheme of arrangement.
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lllustration 3: Engagement Circumstances include the following:

ABC Company has prepared a non-public document for the bank
supporting a loan application, which includes prospective financial
information.

o | imited assurance engagement on prospective financial
information in the form of a forecast, with an unmodified limited
assurance conclusion.

[Date] **®

The Directors
[Name of Entity]
[Address]

The Directors

Privaterindependent Assurance Report on ABC Company financial
forecastforecast

We have reviewed-been engaged to report on the forecast Statement of
Financial Performance for the period ending 30 June 20X0financial
infermation-of ABC Company Limited (“ABC Company”)-bei
Statement-of-Financial-Performanee-_for inclusion in section [X] of the
[describe document], dated on or about [insert date], and relating to the issue
of [X ordinary shares/units] in ABC Company (“the document™). As agreed
in our engagement letter dated [insert date], this report is report prepared
solely for distribution to users specified in section [X] of the document.

¥ The date of both the hard copy and electronic version of the report should be the same.

See ASIC’s RG 107 Electronic Prospectuses.
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Expressions and terms defined in the document have the same meaning in
this report.

[Insert any background information relating to ABC Company and/or the
proposed fundraising deemed relevantappropriate; if any.]

Scope

You have requested [Firm Name] to review the ABC Company forecast
included in the document-and-prepared

The i
frameworkstated basis of preparatlon used in the preparation of the finaneial
forecastforecast Statement-of-Financial-Performanee-is the recognition and
measurement-principles contained in Australian’/Accounting Standards_and
the company’s adopted accounting policies.

Managements’ Responsibility

The management of ABC Company is responsible for the preparation of the
financial-forecastforecast Statement-of-Financial-Performance-for the
period(s) ended [insert date], including the best-estimate assumptions
underlying the financial-forecastforecast-Statement-of-Financial-Performance.
This includes responsibility for such internal control as management
determines is necessary to enable the preparation of the forecast that is free
from material misstatement, whether due to fraud or error.Fhis+espensibility

includes-establishing-and-maintaining-internal-control-relevant-to-the

. f the fi Lt : fEi 1 Parf

Our Responsibility
. ial £
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[PPL]OUr responsibility is to express a-limited assurance conclusions
(review) on the financial-forecastforecast and pro forma forecast, the best-
estimate assumptions underlying the forecast and pro forma forecast, and the
reasonableness of the forecast and pro forma forecast itself, Statementof

Finanetal-Performance-based on our review. We have conducted-our
engagement in accordance with the Standard on Assurance Engagements
ASAE 3450 Assurance Engagements involving Corporate Fundraisings
and/or Prospectlve Fmanual Information-.i ;
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fPRLIA review consisted of making enquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and
other review procedures. A review is substantially less in scope than an audit
conducted in accordance with Australian Auditing Standards and
consequently does not enable us to obtain reasonable assurance that we
would become aware of all significant matters that might be identified in an
audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, which is not an audit, nothing has come to our
attention, which causes us to believe that:
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. Managements’ best-estimate assumptions
of the-document-do not provide a-reasonable basrsrgrounds for the
financial-forecastforecast Statement of Financial Performance of ABC
Company [for the year(s)/period(s) ending] [insert date]; and

. in all material respects, the financial-forecastforecast-Statement-of
Financial-Performance:

o is not preperly-prepared on the basis of managements’
best-estimate assumptions as described in section [X] of the
document; and

o is not presented fairly in accordance with the
stated basis of preparation, being
the recognition and.measurement-principles contained in
Australian Aceounting Standards and the company’s adopted
accounting policies;
report; and_consequently that

° the financial forecastforecast Statement-of Financial Rerformance
itself is unreasonable.

The forecast has been prepared by management and adopted by the
directors in order to provide prospective investors with a guide to the
potential financial performance of the ABC Company [for the
period(s)/year(s) ending] ended [date]. There is a considerable degree of
subjective judgement involved in preparing a forecast since it relates to
event(s) and transaction(s) that have not yet occurred and may not occur.
Actual results are likely to be different from the forecast since anticipated
event(s) or transaction(s) frequently do not occur as expected and the
variation may be material.

Managements’ best-estimate assumptions on which the forecast is based
relate to future event(s) and/or transaction(s) that management expect to

occur and actions that management expect to take and are also subject to
uncertainties and contingencies, which are often outside the control of the
ABC Company. Evidence may be available to support managements’ best-
estimate assumptions on which the forecast is based, however such evidence
is generally future-oriented and therefore speculative in nature. We are
therefore not in a position to obtain the level of assurance necessary to
express a reasonable assurance conclusion on those best-estimate
assumptions, and accordingly provide a lesser level of assurance on the
reasonableness of managements’ best-estimate assumptions. The limited
assurance conclusion expressed in this assurance report has been formed on
the above basis.
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Prospective investors should be aware of the material risks and
uncertainties relation to an investment in the ABC Company, which are
detailed in the [public document], and the inherent uncertainty relating to the
forecast. Accordingly, prospective investors should have regard to the
investment risks and sensitivities as described in section [X] of the document.

The sensitivity analysis as described in section [X] of the document
demonstrates the impact on the forecast of changes in key best-estimate
assumptions. We express no opinion as to whether the forecast will be
achieved.

The forecast has been prepared by management'for. [the purpose of].
We disclaim any assumption of responsibility for-any reliance on this report,
or on the forecast to which it relates to any person other than management, or
for any purpose other than that for which it was prepared. \We have assumed,
and relied on.representations from certain members of management of ABC
Company that all material information concerning the prospects.and
proposed operations of ABC Company has been disclosed.to us and that the
information provided to use for the purpose of our work is true, complete and
accurate in all respects. We have no reason.to believe that those
representations are false.
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Reliance on this report

This report is addressed to the directors of ABC Company (as responsible
party for ABC Company) and [specify].

We have not taken instructions from the above parties (other than
XXX [specify]), nor have they confirmed the suitability of our engagement
letter for their individual purposes.

This report may be disclosed on a confidential basis to [specify] for the
purposes of [specify]. In permitting this report to be shown to [specify] we
make no representation that it is adequate for their purposes and do not
assume any responsibility or duty to them for the consequences of any
reliance they may choose to place on this report, or our work.

[Include any other matters that the assurance practitioner considers

neeessaryappropriate].
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Liability

[Firm name] has consented to the inclusion of this report in the document in
the form and context in which it is included. The liability of [Firm name] is
limited to the inclusion of this report in the document. [Firm name] makes
no representation regarding, and has no liability for, any other statement or
other material in, or any omissions from, the document. [Wording amended
as necessary for individual Firm practice.]

Independence or Disclosure of Interest

[Firm Name] does not have any interest in the outcome of this [transaction]
other than in [state interest] for which normal professional fees will be
received.

Yours faithfully

[Firm Name] Date
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m . £ ~ include the following:
o ABC Company-hasprepared-a-document for the bank
; | eation.

imited ivefi ial
- F . I - - F E - . ’;44 - I

[Date}*
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[Eirm Namel Data
=HR-Naey ate
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