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Dear Ms Kelsall

Exposure Draft 02/11 Proposed Standard on Assurance Engagements ASAE 3450
Assurance Engagements involving Corporate Fundraisings and/or Prospective
Financial Information (Re-issuance of AUS 804)

We are pleased to have the opportunity to comment on ED 02/11.

We are supportive of the need to re-issue AUS 804 The Audit of Prospective Financial
Information, however, we have a number of concerns with the ED 02/11 that we would like to
bring to the Board’s attention.

Detailed below are our key concerns as well as our response to the specific questions included
in the exposure draft. We have also provided additional detailed comments on certain
paragraphs in the exposure draft in Appendix Two of this letter.

A. Key concerns

The following are our key concerns which we believe require further thought prior to the
proposed standard being issued.

1. Consistency with international pronouncements and overlap with ASIC guidance

It is important that Australian practitioners have a standard that works in the context of ASIC’s
guidance and that promotes international consistency. Given the increasing globalisation of
capital markets, international consistency in assurance standards will assist in the efficiency of
capital markets, particularly for those operating across multiple jurisdictions and will ensure that
users of public documents prepared by Australian companies are underpinned by an assurance
process equivalent to that of other jurisdictions.
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ISAE 3420

At the IAASB September 2011 meeting, the IAASB approved the new International Standard
on Assurance Engagements (ISAE) 3420 Assurance Engagements to Report on the Compilation
of Pro Forma Financial Information Included in a Prospectus (ISAE 3420). The current
drafting of ED 02/11 diverges from ISAE 3420 mainly due to the fact that ED 02/11
contemplates that an assurance practitioner can form a conclusion on pro forma financial
information, whereas ISAE 3420 only covers compilation of pro forma financial information.

It is current practice in the Australian market to provide limited assurance that pro forma
financial information included in a public document is prepared in accordance with the
recognition and measurement principles contained in the Australian Accounting Standards
applied to:

e the base financial information; and

e pro forma adjustments, as if the transactions and events to which those adjustments relate
had occurred as at a specified date or during a specified period.

Whilst we appreciate that current practice in Australia does not conform with ISAE 3420, we do
have some concerns with the AUASB issuing a standard which diverges from ISAE 3420,
because it will leave Australian practitioners out of step with international practice. We also
perceive potential public interest disadvantages in that users of assurance reports in jurisdictions
other than Australia will be unfamiliar with ED 02/11 and the form of reporting it envisages,
leading to potential confusion in cross-border transaction scenarios. In our view, the AUASB
should carefully consider the appropriateness of issuing a standard which diverges from
international practice.

In this regard we refer the AUASB to the comment letters received by the IAASB on its
Exposure Draft on proposed ISAE 3420. The IAASB asked respondents to comment on
whether they believe that it would be desirable for the IAASB to also develop a separate
standard on reporting on the pro forma information itself. Notwithstanding that the IAASB
ultimately decided that there was insufficient justification at this time for a project to develop a
standard on reporting on pro forma information, the comment letters received by the IAASB
contain commentary on conceptual issues associated with reporting on pro forma information.
As noted in point 10 below, if the AUASB elects to proceed to issue a standard on reporting on
pro forma information itself, we encourage it to publish its basis for conclusions on these
conceptual issues to assist (i) practitioners in interpreting/applying the proposed standard and
(ii) users in understanding the assurance reports prepared thereunder, particularly given the
potential for confusion which may arise from the existence of two different assurance
frameworks for reporting on pro forma information.

Please note that the remainder of this letter has been prepared on the basis that the AUASB does
deem it appropriate to diverge from ISAE 3420, as per the current drafting of ED 02/11.
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CP 150

ASIC has released Consultation Paper 150 Disclosing financial information other than in
accordance with accounting standards (CP 150) which is directly relevant to ED 02/11. CP
150 indicates that ASIC is proposing to set some guidelines as to what are, and are not,
acceptable transactions and events for which pro forma adjustments may be made.

It is critical that ED 02/11 does not diverge from CP 150 in this regard. Any such divergence
could cause confusion for assurance practitioners, or the capital markets more generally. In our
view, the discussions of, and examples of, transactions or events which may be the subject of
pro forma adjustments, and discussions of the required characteristics of a pro forma adjustment
should be removed from ED 02/11. This matter is discussed further below in point 4 of the
“Key concerns” section of this letter. :

2. Document structure and length

We have a general concern that ED 02/11 is overly complicated and too lengthy. This issue is
exacerbated by the fact that individuals performing engagements under this proposed standard
must also comply with ASAE 3000 and ASRE 2405 where relevant. We recommend the
following initiatives be considered to address these issues:

e removal of the section on Historical Financial Information as, in our view, there is sufficient
guidance available in existing AUASB standards to address reporting on historical financial
information. If deemed necessary, the AUASB could consider issuing Guidance Statement
to assist assurance practitioners to fulfil the objectives of an assurance engagement relating
to historical financial information in connection with fundraisings;

e removal of the Prospective Financial Information section. In our view, prospective financial
information can be more effectively dealt with in a separate standard which replaces AUS
804. The guidance on prospective financial information needs to cater for scenarios which
are in connection with a fundraising and those which are not. In our view, there is a
significant risk of this proposed standard being perceived as a standard applicable only to
corporate transaction scenarios, and practitioners would benefit from having one easily
identifiable source of guidance in relation to prospective financial information; and

e removal of the section on Pro Forma Forecast. A pro forma forecast is a forecast to which
pro forma adjustments have been made. Practitioners engaged to review a pro forma
forecast should be able to apply the sections of the standard which deal with pro forma
financial information and the separate standard on prospective financial information
respectively.

ASAE 3450 Response on Exposure Draft_14Nov11_22142478 1(Admin) (4) 3



N~ AMH

In summary these actions would result in:
e ED 02/11 dealing with the review of:

— the compilation of pro forma financial information. We also recommend that this
section on the compilation of pro forma financial information is aligned with ISAE 3420
to facilitate consistent approach and reporting by practitioners across jurisdictions; and

— pro forma financial information;
e aseparate standard dealing with the review of prospective financial information; and

e the existing body of AUASB standards being used by assurance practitioners in connection
with assurance on historical financial information.

Also, the Application and Other Explanatory Material paragraphs should be critically reviewed
to determine the extent to which they are required as there seems to be significant repetition.

3. Assurance conclusions

There is lack of consistency as to the nature of the assurance conclusions the practitioner is
expected to provide throughout ED 02/11 and its associated appendices. We also have concerns
with the nature of the wording of the assurance conclusions in certain areas.

The approach we have taken in providing comment on this area is to provide our views on the
most appropriate wording for the assurance conclusions in relation to each type of financial
information, which are shown in Appendix One to this letter, and to also describe below the key
matters we have considered in drafting those assurance conclusions.

Once the AUASB has finalised the wording of the assurance conclusions, an exercise should be
performed to review the entire standard in detail to ensure all references to the assurance
conclusions, the assurance practitioner’s responsibilities, the scope of work and all the
associated guidance on these areas is consistent, as this is not currently the case. As an
example, one of the key inconsistencies in ED 02/11 is that the wording of the assurance
conclusions are not always consistent in relation to the description of the responsibilities of the
assurance practitioner. An example which highlights this inconsistency is shown below — this is
in relation to the Illustrative Assurance Report shown in Illustration 2 of Appendix 4:

e Under the “Our Responsibility” section on page 185, for the “Financial Forecast™ it states
that “We have conducted our engagement....in order to state whether, on the basis of the
procedures described, anything has come to the our attention that causes us to believe that
the financial forecast Statement of Financial Performance is not prepared, in all material
respects, in accordance with the stated basis of preparation, as described in the scope
section of this report.” There is no specific reference as to the conclusions the assurance
practitioner draws later in the assurance report regarding the fact that nothing has come to
the attention of the assurance practitioner which causes them to believe that the best-
estimate assumptions do not provide a reasonable basis for the forecast. Also, under the
“Scope” section (on page 184), we do not believe the stated basis of preparation (as referred
to under “Our Responsibility™) is clearly defined.
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The key matters we have considered in drafting our recommended wording for the assurance
conclusions, which are shown in Appendix One to this letter, are as follows:

(i) “prepared” or “presented fairly”

There is varying market practice as to whether the assurance practitioner should opine as to
whether financial information has been “prepared in accordance with” a particular stated basis
of preparation or framework, or “presented fairly in accordance with” a particular stated basis of
preparation or framework.

We suggest that the AUASB provides guidance to practitioners in this area to achieve
consistency with the concepts used in the Auditing Standards (ASAs) around “Fair
Presentation” and “Compliance” frameworks.

The inability of an assurance practitioner to opine on presentation/disclosure was considered by
the APES Board in the development of APES 350 Participation by Members in Public Practice
in Due Diligence Committees in connection with a Public Document. We would request the
AUASB to consider the comments of the APES Board in the “Basis for Conclusions” document
which was issued in December 2009 “Basis for Conclusions: APES 350 Participation by
Members in Public Practice in Due Diligence Commitiees in connection with a Public
Document”.

(ii) “in all material respects”

In the assurance conclusions provided in connection with prospective financial information and
pro forma forecast financial information, the second limb is introduced by stating “in all
material respects...”. This reference to “in all material respects” needs to apply to all three
limbs of the assurance conclusion, which is in line with the wording in the “Our Responsibility”
section of the relevant [llustrative Assurance Reports in Appendix 4.

(iii) The forecast itself is not unreasonable

The statement that the forecast itself is not unreasonable has been included in ED 02/11 as the
final limb of the assurance practitioner’s conclusion in relation to prospective financial
information. As well as this statement being inconsistent with ISAE 3400 The Examination of
Prospective Financial Information and extant AUS 804, we are concerned that its inclusion as a
stand-alone statement in an assurance standard will be interpreted to imply that the assurance
practitioner is providing some form of additional comfort over and above the preceding two
limbs of the conclusion and, in turn, that the assurance practitioner has undertaken some specific
additional procedures to enable them to provide the statement. Such a statement can only be
made as a consequence of the preceding two limbs of the conclusion.

ASAE 3450_Response on Exposure Draft_14Novl11_ 22142478 1(Admin) (4) 5
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We appreciate this statement is included in AGS 1062 Reporting in Connection with Proposed
Fundraisings and also in RG170 in the context of guidance for issuers as to the type of
assurance opinion which may support an issuer to demonstrate it has reasonable grounds for the
inclusion of prospective financial information in a disclosure document. However, this is
guidance only and does not provide grounds for including it in this proposed standard. It should
also be noted that paragraph 36 of RG170 acknowledges that this statement is not covered by
professional standards.

In our view, this statement should be removed. It is inconsistent with ISAE 3400 and extant
AUS 804, and it is superfluous as the assurance it conveys has already been conveyed by the
preceding limbs of the assurance conclusion.

If the AUASB concludes that the statement should be retained, we recommend the words “and
consequently that” be added to the end of the second limb of the assurance practitioner’s
conclusion, to clarify that the final statements is made only as a consequence of the preceding
two limbs and not as a result of any additional procedures performed by the assurance
practitioner.

4. Responsibility for providing guidance on appropriate pro forma adjustments

In various places throughout ED 02/11 there are discussions of, or examples of, transactions or
events which may be the subject of pro forma adjustments, or discussions of the required
characteristics of a pro forma adjustment.

Preparation of pro forma financial information is the role of the preparer of that information
(being the responsible party) and, in our view, it is the role of regulators to provide guidance on
appropriate and inappropriate pro forma adjustments. ASIC has issued CP 150 Disclosing
financial information other than in accordance with accounting standards, which we
understand ASIC plans to finalise this month. CP 150 indicates that ASIC is proposing to set
some guidelines as to what are, and are not, acceptable transactions and events for which pro
forma adjustments may be made. Therefore it is critical there is nothing in this standard which
is inconsistent with CP 150 so that it does not result in confusion for assurance practitioners, or

the capital markets more generally.

In our view, the discussions of, and examples of, transactions or events which may be the
subject of pro forma adjustments, and discussions of the characteristics a pro forma adjustment
should be removed from ED 02/11 in their entirety. If ED 02/11 does ultimately include any
guidance in this regard, in our view, it should be that adjustments for transactions or events need
to be compiled on a basis consistent with the applicable reporting framework of the reporting
entity and its accounting policies under that framework.
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5. Further clarity in the use of “applicable criteria” and “basis of preparation”

In our view, further guidance on the definition of “applicable criteria” is required and the term
needs to be distinguished from the definition of “the basis of preparation”. We note that the
definition of “applicable criteria” in ED 02/11 diverges from that in ISAE 3420 which may lead
to confusion and potentially heighten the expectation gap in circumstances in which assurance is
being provided in connection with transactions which are undertaken across multiple
jurisdictions.

We also note that throughout ED 02/11, the terms “applicable criteria” and “assumptions” are
used in relation to both pro forma financial information and prospective finance information,
and there generally seems to be confusion in the use of the terms applicable criteria and
assumptions throughout ED 02/11. Pro forma information is not based on assumptions, it is
based on applicable criteria determined by the entity to illustrate a hypothetical situation. We
suggest rewording is required in this area in order to clarify this matter.

In our view:
e “applicable criteria” is relevant to the preparation of pro forma financial information;
e “assumptions” are relevant to the preparation of prospective financial information; and

e “basis of preparation” (being the applicable financial reporting framework of the entity such
as the recognition and measurement principles of Australian Accounting Standards) is
relevant to both pro forma financial information and prospective financial information.

In the context that prevailing market practice in Australia for making pro forma adjustments is
divergent, and often inconsistent with those allowable in other jurisdictions, the need for the
assurance practitioner to make reference to these criteria in the assurance report, and the
resultant need for the applicable criteria to be clearly disclosed in the public document, may
contribute to both an improvement in the quality of disclosure by responsible parties and a
reduction in the expectation gap (and resultant risk) when the assurance practitioner’s report is
distributed in multiple jurisdictions as part of a cross-border transaction.

6. Requirement for a Subsequent Events paragraph in the Assurance Report

In our view, there should not be a requirement for a subsequent events paragraph in the
assurance report because the assurance practitioner has an obligation to consider such matters in
forming their conclusion on the relevant financial information in the report. If the responsible
party has not made appropriate adjustments for a material adjusting event after the reporting
period, the assurance practitioner would need to qualify their assurance conclusion. Therefore,
the subsequent events considerations are inherently incorporated into the assurance conclusion.

ASAE 3450_Response on Exposure Draft_14Nov11 22142478 1(Admin) (4) i
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Also, the inclusion of a subsequent events paragraph is inconsistent with the approach taken for
other types of assurance reports (e.g. reports under Clarity Standard ASA 700 Forming an
Opinion and Reporting on a Financial Report and Clarity Standard ASA 800 Special
Considerations — Audits of Financial Reports Prepared in Accordance with Special Purpose
Frameworks). In addition the subsequent events paragraph could also lead to an expectation
gap between the role of the responsible party and the role of the assurance practitioner as it
appears to place an obligation on the assurance practitioner to assess the adequacy of disclosure
in the public document generally, which is not the responsibility of the assurance practitioner
(as described above in point 3(i)).

We strongly recommend that the subsequent events paragraph be removed from the Illustrative
Assurance Reports in Appendix 4 of ED 02/11.

In the event that the AUASB does deem it appropriate to include a subsequent events paragraph
in the assurance report, we have included below the matters we want to highlight in connection
with the wording of the subsequent events paragraph and the procedures the assurance
practitioner should perform in connection with subsequent events:

Reference to misleading or deceptive

If the AUASB ultimately decides to retain a subsequent events paragraph in ED 02/11, we are
strongly opposed to the inclusion of the final part of this paragraph which states “...or that
would cause such [financial information] to be misleading or deceptive”. The assurance
practitioner does not conclude in relation to such matters in their assurance report, and indeed
cannot conclude on such matters because there is no framework for doing so (as described
above in point 3(i) above). The assurance practitioner can only conclude on compliance with
the recognition and measurement requirements of accounting standards or some other stated
basis of preparation.

Having reference to the phrase “...or that would cause such [financial information] to be
misleading or deceptive” may have the implication of extending the responsibilities and
obligations of the assurance practitioner to ensuring the disclosure of the financial information
satisfies the requirements of the Corporations Act 2001. That responsibility correctly rests with
the responsible party (i.e. the issuer of the public document), not the assurance practitioner. To
the extent that an assurance practitioner does address this issue, the guidance for doing so is
provided in APES 350 and the reporting is by way of a due diligence sign-off, but only if the
practitioner has been a member of the Due Diligence Committee associated with the transaction.

It is critical that the references to “misleading or deceptive” are removed from ED 02/11.

Procedures in connection with Subsequent Events

ED 02/11 does not explain what procedures the assurance practitioner should perform with
regard to Subsequent Events. If the paragraph on subsequent events is to be retained, there
needs to be a clearer link between the requirements of the standard and the resultant reporting.

ASAE 3450_Response on Exposure Draft_14Nov11 22142478 1(Admin) (4) 8
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Separately reporting on one element of the assurance practitioners work

It appears to be inconsistent to draw out one specific area of the assurance practitioner’s work
that the assurance practitioner is required to carry out to arrive at its conclusion, and report on it
separately in the form of a subsequent events paragraph.

Issues with specific words used in the Subsequent Events paragraph

The term “comment on” is not consistent with the terminology used in AASB 110 Events afier
the Reporting Period. We suggest the words “comment on, or” are removed from the
subsequent events paragraph.

The term “outside the ordinary business” is not defined in ED 02/11, and it is unclear what the
boundary of “inside” versus “outside” the ordinary business would mean to an intended user
giving rise to the potential for an expectation gap. Additionally, it is not clear why only
subsequent events “outside the ordinary business” are relevant given that presumably
subsequent events both inside and outside the ordinary business could be misleading if not
adequately disclosed. Therefore we recommend that reference to “outside the ordinary
business” are removed from the subsequent events paragraph.

7. Extension of the practitioner's responsibilities to matters of disclosure

There are instances in ED 02/1 1of the assurance practitioner being stated to be responsible for
ensuring certain matters are appropriately disclosed. As described above, there is no framework
against which an assurance practitioner can assess disclosure in a public document context. It is
very much a subjective test at law based on the expectations of a reasonable investor.
Responsibilities for ensuring such disclosure requirements should remain entirely with the
responsible party (i.e. the issuer of the public document).

References which imply the assurance practitioner has a responsibility to consider, gather
evidence in relation to, or conclude on, the disclosure of the financial information in the public
document must be removed from ED 02/11. Examples of such references which need to be
deleted are as follows: paragraph 144(e), the final three lines of paragraph 156, paragraph
159(g)(iii) and Appendix 4 (1* paragraph of page 204 and 1* paragraph page 208).

8. Independence

We are of the view that ED 02/11 should make reference to APES 110 Code of Ethics for
Professional Accountants. This would include referring to the fact that APES 110 provides a
framework of principles that assurance practitioners must use to identify threats to
independence, evaluate the significance of the threats and identify and apply safeguards to
eliminate the threats or reduce them to an acceptable level.

ASAE 3450 Response on Exposure Draft 14Nov11 22142478 _1(Admin) (4) 9



9.

Reporting to those charged with governance

We suggest that it would be helpful for ED 02/11 to clarify the responsibilities of assurance
practitioners in connection with reporting to those charged with governance. This matter is not
currently covered by ED 02/11, but it is covered by ASRE 2405 and ASAE 3000, both of which
may be applicable to engagements which will be the subject of ED 02/11. We recommend that
appropriate content is taken from ASA 260 Communication of Audit Matters with Those
Charged With Governance and included in ED 02/11 — this could be as part of the standard
itself or as part of the Application and Other Explanatory Materials.

10. Basis for conclusions

We encourage the AUASB to share the views it formed and conclusions it made in preparing
ED 02/11 (for example in connection with differences with international pronouncements) by
publishing a “Basis for Conclusions” document. We are of the view that such a document will
be very helpful to assurance practitioners and the wider market.

B.

1.

Requested comments

Have applicable laws and regulations been appropriately addressed in the proposed
standard?

There are no applicable laws and regulations applicable to the expression of assurance on
financial information in this context. The only authoritative literature that exists is
regulatory guides issued by ASIC which provide guidance for the responsible party not the
assurance practitioner.

Are there any references to relevant laws or regulations that have been omitted?

See above.

Are there any laws or regulations that may, or do, prevent or impede the application
of the proposed Standard, or may conflict with the proposed Standard?

Not to our knowledge.

What, if any, are the additional significant costs to/benefits for auditors and the
business community arising from compliance with the requirements of this proposed
Standard on Assurance Engagements? If there are significant costs, do these outweigh
the benefits to the users of assurance services?

Ongoing divergence from international pronouncements increases the cost for responsible
parties given assurance engagements covered by ED 02/11 are increasingly in connection
with cross-border transactions. Additionally, divergence from international
pronouncements has the potential to increase the expectation gap and engagement risk
profile for assurance practitioners working on cross-border transactions.
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S. Are there any other significant public interest matters that constituents wish to raise?

In our view, a number of key concerns discussed earlier in this letter have public interest
implications. Our concerns in relation to consistency with international pronouncements,
overlap with ASIC guidance and clarity of assurance conclusions collectively relate to the
clarity of the role and reporting of assurance practitioners which has a significant public
interest implication.

6. Should this proposed Standard be split according to the type of financial information?

As discussed in point 2 of the “Key concerns” section of this letter, we are of the opinion
that the proposed Standard should be split according to the following types of financial
information:

e the compilation of pro forma financial information; and

e pro forma financial information.

As described in further detail in questions 8 and 9 below, we are of the view that this
proposed Standard should not cover:

e historical financial information; or
e prospective financial information.

7. Should the section covering assurance on the compilation of pro forma financial
information be included in a separate Standard? The AUASB notes that the IAASB
will be issuing ISAE 3420 Assurance Engagements to Report on the Compilation of
Pro Forma Financial Information Included in a Prospectus late in 2011 and this
proposed ASAE 3450 has incorporated, where appropriate, requirements and related
guidance from the ISAE 3420 Exposure Draft. The AUASB will consider making
further consequential changes to the proposed ASAE 3450 when ISAE 3420 is issued.

In our view, ED 02/11 should cover assurance on the compilation of pro forma financial
information, and this section should be strictly aligned with ISAE 3420.

8. Should the section covering assurance on historical financial information be included
in the proposed Standard?

In our view, the proposed Standard should not cover assurance on historical financial
information. As discussed in point 2 of the “Key concerns” section of this letter, we are of
the opinion that there is sufficient guidance available in existing AUASB standards which
address the role of the assurance practitioner in relation to conducting both limited and
reasonable assurance engagements in relation to historical financial information.
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9.

10.

11.

Should the section covering assurance on prospective financial information be
included in the proposed Standard?

In our view, the proposed Standard should not cover assurance on prospective financial
information. As discussed in point 2 of the “Key concerns” section of this letter, we are of
the opinion that prospective financial information should be dealt with in a separate
standard which replaces AUS 804. The guidance on prospective financial information
needs to cater for scenarios which are in connection with a fundraising and those which are
not. In our view, there is a significant risk of this proposed standard being perceived as a
standard applicable only to corporate transaction scenarios, and practitioners would benefit
from having one easily identifiable source of guidance in relation to prospective financial
information

Are there any public sector issues which should be addressed in this proposed
Standard?

Not to our knowledge.
Are there any SME issues which should be addressed in this proposed Standard?

Not to our knowledge — we expect that the application of ED 02/11 to an SME would be
rare and in any case the proposed Standard would need to be applied identically irrespective
of the size of the entity.

We would be pleased to discuss our submission with members of the AUASB or its staff. If
you wish to do so, please contact me on (02) 9335 8749.

Yours sincerely

- ”‘\—Q

Julian Bishop
Partner
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Appendix One

Proposed wording for Limited Assurance Conelusions used in ED 02/11

Historical financial information
Based on our review, which is not an audit, nothing has come to our attention, which causes us

to believe that the Historical Financial Information, set out in Section [X] of the document, has
not been prepared, in ali material respects, in accordance with the recognition and
measurement principles prescribed in Australian Accounting Standards, and accounting
policies adopted by ABC Company as disclosed in Section [X] of the document.

Pro forma historical financial information
Based on our review, which is not an audit, nothing has come to our attention which causes us

to believe that the Pro Forma Historical Financial Information, set out in Section [X] of the
document, has not been prepared, in all material respects:

¢ on a basis consistent with the [applicable criteria]/[stated basis of preparation]® set out in
Section [X] of the document; and

» given the [applicable criteria]/[stated basis of preparation]® set out in Section [X] of the
document, in accordance with the recognition and measurement principles prescribed in
Australian Accounting Standards, and accounting policies adopted by ABC Company as
disclosed in Section [X] of the document.

Prospective financial information
Based on our review, which is not an audit, nothing has come to our attention which causes us

to believe, in all material respects, that:

. the Directors’ best-estimate assumptions as set out in Section [X] of the document do
not provide a reasonable basis for the preparation of the forecast; and

. the Financial Forecast is not prepared:

{a)  on the basis of the best-estimate assumptions as set out in Section [X] of the
document; and

! Please refer to point 5 of the “Key concerns™ section of this letter for further discussion on the use of the terms
“applicable criteria” and “basis of preparation”.
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(b}  inaccordance with the recognition and measurement principles prescribed in
Australian Accounting Standards, and accounting policies adopted by ABC
Company as disclosed in Section [X] of the document.

Pro forma forecast financial information

Based on cur review, which is not an audit, nothing has come to our attention which causes us

to believe, in all material respects, that:

. the Directors’ best-estimate assumptions as set out in Section [X] of the document do
not provide a reasonable basis for the preparation of the pro forma forecast in the
context of the [applicable criteria]/[stated basis of preparation}’; and

] the pro forma forecast is not prepared:

a) on the basis of the best-estimate assumptions as set out in Section [X] of the
document; and

b} given the [applicable criteria]/[stated basis of preparation]” set out in Section [X] of
the document, in accordance with the recognition and measurement principles
prescribed in Australian Accounting Standards, and accounting policies adopted by
ABC Company as disclosed in Section {X] of the document.

Proper compilation of pro forma financial information

Limited assurance

Based on our review, which is not an audit, nothing has come to our attention, which causes us
to believe that the pro forma historical/forecast financial information has not, in all material
respects, been properly compiled on the basis stated in Section {X] of the document.

? Please refer to point 3 of the “Key concerns” section of this letter for further discussion on the use of the terms
“applicable criteria” and “basts of preparation™.
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