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PREFACE

Reasons for Issuing ED XX/11

The AUASB issues Standard on Assurance Engagements ASAE 34XX
Auditors’ Comfort Letters 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.
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Main Proposals

This proposed Standard on Assurance Engagements establishes requirements
and provides application and other explanatory material for undertaking and
reporting in comfort letter engagements that have assurance and non-
assurance elements provided in respect of financial and information prepared
by the entity in an offering. i i

Proposed Operative Date

It is intended that this proposed Standard on Assurance Engagements will be
operative for i i i imilari i i
commence-comfort letter engagements commencing on or after 1 January
2012.

New Standard on Assurance Engagements

This proposed Standard on Assurance Engagements is‘a new pronouncement
of the AUASB and accordingly does not'supersede a pre-existing Standard
on Assurance Engagements.

Request for Comments

Comments are invited on this Exposure Draft of the proposed -issuance of
ASAE 34XX Auditors” Comfort Letters by no later than 31 October 2011.
The AUASB'is seeking comments from respondents on the following
questions:

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

2. Avre there any references to relevant laws or regulations that have
been omitted?

3. 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?

4, 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 Auditing Standard? If there are
significant costs, do these outweigh the benefits to the users of audit
services?

ED XX/11 -6- EXPOSURE DRAFT
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5. Avre there any other significant public interest matters that
constituents wish to raise?

The AUASB prefers that respondents express a clear opinion on whether the
proposed Standard on Assurance Engagements, as a whole, is supported and
that this opinion be supplemented by detailed comments, whether supportive
or critical, on the above matters. The AUASB regards both supportive and
critical comments as essential to a balanced review of the Standard on
Assurance Engagements.
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AUTHORITY STATEMENT

The Auditing and Assurance Standards Board (AUASB) formulates this
Standard on Assurance Engagements ASAE 34XX Auditors’ Comfort
Letters 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 <FypeNe><TypeTFitle=ASA 100 Preamble to AUASB Standards, [f [Formatted: Font: Italic

which sets out the intentions of the AUASB on how the AUASB
Standards are to be understood, interpreted and-applied.

Dated: <TypeHere> M H Kelsall
Chairman - AUASB
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STANDARD ON ASSURANCE ENGAGEMENTS
ASAE 34XX

Auditors’ Comfort Letters

Application
1. This Standard on Assurance Engagements applies to_assurance
engagements i ity i

transactions-relating to the preparation-of a comfort letter by the
auditor of an entity in respect of ceftain-financial and/orother-non-
financialinformation prepared by the entity’s responsible party for
issuance to certain parties in connection with -a debt or equity

offering.offerings
Operative Date

2. This Standard on Assurance Engagements is operative for comfort
letter engagements commencing on or after 1 January 2012.

Introduction
Scope of this Standard on Assurance Engagements
3. This ASAE deals with the responsibilities -of the-auditer-of-an

entityan entity’sauditor of an Australian incorporated entity
i when requested to_prepare

and issue a comfort letter to i

requesting-certain parties in connection with_an international
offerings-and-similarinternational-transactions. These parties may be
external to the entity or another auditor, in the case of an entity that

is part of a group.

s of ofernqs coveed by th i SE

e
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4. Simiartnternational Transactions4—The following types of — { Formatted: ParaLevell
offerings transactions-are -included within the scope of this ASAE:
(a) Initial public offerings; <+~ | Formatted: Outline numbered +
. . . Level: 2 + Numbering Style: a, b, ¢, ...
(b) Overseas private placements of equity or debt securities; + Start at: 1 + Alignment: Left +
. . . Aligned at: 1.25 cm + Tab after: 2.5
() Offerings of debt securities that are issued or backed by cm + Indent at: 2.5 cm

government entities in overseas jurisdictions; and

(d) Acquisition of, or merger with, another entity domiciled in
an overseas jurisdiction, where there is an exchange of
equity shares between the two entities.

* | Formatted: ParalLevel2, Indent: Left:
1.25cm
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regardless of whether or not the offering Is the%areexempt from the

registration requirements of an @verseas/jurisdiction’s applicable
laws and regulations.

5. This ASAE applies regardless of whether the requesting party has a
due diligence defence orfiot. In circumstances where no such due
diligence that-a-written-representationletter be provided-by-the
requestingpartiesto-the auditor covering-certain-mattersexists, this
ASAE requires that a written representation letter be provided by the
requesting parties to the auditor covering certain matters.-

i Offori

59

etfertnesdifferent comparecto-mamaverseasturischetions—
Australia, auditors do the-auditordoesnot ordlnarllv issue comfort
Ietters wpelatlenrelatmq to domestic offerlnqs :

. Notwjthstandinq this,

this ASAE applies to engagements-wherein-the-auditor-has-been
requested-to-the issue of anya comfort letters by auditors relating to
in-connection-with-domestic offerings.

Relationship with Other AUASB Standards

ED XX/11 -11- EXPOSURE DRAFT
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This ASAE deals with specific-additional considerations in the

application of ASRE 2410 Review of a Financial Report Performed { Formatted: Font: Italic

by the Independent Auditor of the Entity and ASRS 4400

Aagreed-upon Procedures Engagements to Report Factual Findings [ Formatted: Font: Italic
-relating-to-efferings—in

to comfort letter engagements, w:
particulaWhwhere the purpose of the assurance engagement is to:

(&) Obtain negative assurance on historical financial — ( Formatted: ParalLevel2

information, the engagement is performed in accordance
with this ASAE, in conjunction with ASRE 2410; and/or

(b) Perform-and-rReport factual findings the engagement is
performed, in accordance with this ASAE, in conjunction
with ASRS 4400.

This ASAE does not override the requirements of ASRE 2410, or

ASRS 4400, which applyin the engagement circumstances.- It does
not purport to deal with all the considerations that may.be relevant in
the engagement circumstances.

Relationship with the_ Applicable Standards.of Other Jurisdictions « ( Formatted: Heading 7

4.9.

This ASAE acknowledges that overseas jurisdictions may have their
own applicable Auditing or Assurance Sstandard(s) for auditor>s’
comfort letters-engagements. In certain circumstances, the auditor
may berequested to perform and repert-issue en-thea comfort letter

engagement in accordance with such a standardthe-standard-of-the

In-these-circumstancesWhere the auditor agrees to such a agrees-te
this-request, the auditor must needs-to-comply with the minimum
requirements set out in paragraphss 22-2519-21— of this ASAE.

Effective Date

510 [Deleted by the AUASB. Refer paragraph 21.]

Objectives

1611.

The objectlvess of the aumer—wkeenelugmg—areemfeﬁt—lette# ) “ [ Formatted: Bullets and Numbering

)

Memauenal-tmnsaenensapemaudltor when enqaqed to prepare

and issue a comfort letter are to-ene-arequesting-party-in-connection

ED XX/11 -12 - EXPOSURE DRAFT
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W‘I . TR :

16(a)  obtain negative or reasonable assurance, and/or factual D — [ Formatted: ParaLevel2

findings on certain financial information, thereby enabling
the auditor to express an assurance conclusion or factual
findings, on whether certain financial information is
prepared on the basis stated; and

Issue-aletter with the appropriate form and-content] | comment [AC1]: As per revised SAS

72
16(b)  rReport Express-a-conclusién-on certain financial
information included in@an offering document and
communicategas required by this ASAE, in accordance

with the auditor’s findings;and/reperten:
. | .

Formatted: ParalLevel3

Formatted: Font: Italic

Formatted: Font: Italic

Formatted: Font: Italic

Formatted: Font: Italic

Formatted: Font: Italic

Formatted: Font: Italic
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Formatted: Bullets and Numbering
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(Hinrespectofotherfinancial-information: “ [Formatted: Bullets and Numbering J

Formatted: ParalLevel3, No bullets or
numbering, Tab stops: Not at 1.27 cm

Definitions

| 44.12. Forthe purposes of this Standard on Assurance Engagements, the
following terms have the meanings attributed below:

(a) Applicable criteria means the criteria used by the requesting

partiesy in the preparation of the financial information
included in the offering document. The criteria used
depend on the nature of the financial information.

(b) Applicable financial reporting framework means the
financial reporting framework adopted by management and,
where appropriate, those charged with governance, in the
preparation of the offering document, that is acceptable in

ED XX/11 -14 - EXPOSURE DRAFT
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(c)

view of the nature of the entity and the objective of the
offering document, or as required by law or regulation. In
Australia, an applicable financial reporting framework that
may be used in preparing financial information is
represented by the Australian Accounting Standards,: or
applicable law, such as the Corporations Act 2001.

Assurance engagement means an engagement in which the

(d)

auditor expresses a conclusion in the comfort letter
designed to enhance the degree of confidence of the
requesting parties about the reliability of certain
information disclosed in the offering document.

Assurance engagement risk means the risk that the auditor

(€)

expresses an inappropriate‘conclusion when the financial
information is materially misstated.

Assuranceprocedures means priocedures condueted by the

ED XX/11

auditor to evaluate or measure a subject matter against-an
apphicablecriteriaagainst applicable criteria. Assurance
procedures may include management enquiries and other
substantive procedures.

-15- EXPOSURE DRAFT
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ioct of fort I

| table critoria
* | Formatted: Paralevel2, Indent: Left:
) i i 1.25 cm, Hanging: 1.25 cm

{e)Assurance-engagementrisk-means-therisk-that the-auditor «

expresses-an-inappropriate-conclusion-when-the financial ( Formatted: Bullets and Numbering |

it : ) a A fort | .
()] Auditor means the person or persons-condueting-anthe

irmfirm

appointed to audit an ‘ent}ty’s financial ’report. The auditor
may be an incoming or existing auditor of the entity.

H(9)- Auditor’s letter means a letterprepared by the auditor in < [Formatted: Bullets and Numbering J
which no assurance is expressed on any financial
information, and a reportof factual findings tabled.

{g)(h) _ Bring down comfort letter means a letter prepared by the
auditor-ef-the-entity; subsequent to the issuance of thean
initial comfort letter; that updatesing and reaffirms the
procedures described in that i i

comfort letter atto a certain dates-usualhy-priorto-the
Elosing date-of the-offering—Hs purpese-is-to-state-whether | cort | i i :
Bring-down-comfortletter.
{hy(i)  Change period means the period afterthe-date-ofthe-mest
g / Lintorim fi ial
comfortletter procedures being-concluded-(also-referred-to
as-the-subseguentperiod).ending on the date as of which

certain procedures described in the comfort letter are
performed (“cut-off date) and ordinarily beginning
immediately after the date of the latest interim financial
statements prepared by the responsible party.

(i) Closing date means the date on which a securities the-issuer
delivers the securities to the underwriter in exchange for the
proceeds of the offering.

(k) Comfort letter means a letter prepared by the auditor ef-an
entity-and issued to certainrequesting partiess (for-example;

the-issuing-entity-whe-has-previeusly-appeinted-the-auditer
and-an-appeinted-underwriter)-in respect of the results of

ED XX/11 -16 - EXPOSURE DRAFT
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certain procedures performed in connection with-a
seeumles&ﬁenﬂgtwnh financial information included in an

offering detahled—ma#eﬁenng#document %%e%eﬁ

(1) Comfort letter engagement means an engagement relating
where te-the-issuance-of a-comfortletter-by-the auditor
issues a comfort letter on certain financial'information to

requesting parties

intematienthFansefeﬁensg:

therequestingparties-specify- thebased on procedures
specified by the requesting parties.-that-the-auditor performs
and-areresponsible-for determining-their-sufficiency-for the

{ky(m) Cross-border offering means an offering or listing efa
seeurity-that occurs in a jurisdiction other than thatin-which
the entity’s-is-domiciled domicile, and which may or may
not occur concurrently in the entity’s jurisdiction.

{a(n)  Cut-off date means the date to which certain procedures
described in the comfort letter are to relate.

)

o > { Formatted: RefParas

{h(0)  Domestic offering means an_-offering that occurs in | Formatted: Indent: Left: 1.25 cm,
Australia ; No bullets or numbering

{m)(p) Due diligence means the process_conducted by the
requesting parties toof investigateting the entity’s affairs to
determine an@eensrdepthemgmflcant risks, rewards, and

issues relating to the entity’s offering,

underwriter-and-other requesting-parties-before- they
rakeprior to making -a decision_of being associated with
being-made regarding-such an_-offering.
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{"Due diligence defence means a legal defence having
conductedthatis-available to certain requesting parties
jon-in particular overseas of

a-jurisdictions -

~to-undenwriters-and-entitiescertain
reguesting-parties-based on their-the requesting parties
having conducted conducting-a reasonable investigation

that-the-otfering-documentrelating-te-an-nternational
public-offering-of the entity’s offering to ensure it does not

have material omissions, or contain misleading or deceptive
information.

@ - [Formatted: ParalLevel2 ]

(n Effective date means the date on.which the offering “« [Formatted: Bullets and Numbering j
becomes effective.

(o)(s)-="Entity means the entity-undertaking the-international

party
whose financial statements and/or other financial
information are the subject of the Comfort Letter
engagement| Comment [AC2]: As per revised SAS
72

{p)(t) _ Existing auditor means the current auditor of the entity who
has already performed an audit or review of the entity’s
financial report; prior to being requested to provide a
comfort letter.

(u) Financial information means financial-information of a
financial nature that is the subject matter of the comfort
letter, on which the auditor, uhderin accordance with the

terms-of the comfortletter-engagement;termsengagement
terms may-express-efexpresses -eithereither a
negativehmited assurance conclusion, or report on factual
findings-based-on-the-agreed-upon-procedures. Such
Ffinancial mformanonmeladed—ma#eﬁeﬂn&deeumem is

ordinarily in the form of:

(i) Historical financial information, which means
informationis information expressed in financial
terms in-relation-to-a-particularentity-derived
primarily from that entity’s accounting system
about events occurring in past time periods or
about conditions or circumstances at points in time
in the past. Historical-financial-information-may
oF-may-netbe-audited-orreviewed—Examples of

ED XX/11 -18- EXPOSURE DRAFT
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historical financial information incorporated in the
offering documents include:

Le Audited or reviewed financial -

statements;’2>

2:¢  Unaudited-orunreviewed interim
" financial statements-that-will reviewee as
partofthe comfortletter engagement;

and/or

. . L ial
account-balaneesSelected-Ffinancial
information prepared” during the change

period; for example, net current assets,met
assets, total assets, netand net sales.

* -

(i) Other Ffinancial information otherthanfinancial <
statements-which-means financial information
other than the-financial-statementsfinancial
informationlistedthat described in paragraph
16124(qur)(i) of this ASAE, including forecast
financialinformation-and pro forma financial

information:-
Le Forecast financial information is means <

R L
prepared on the basis of assumptions as to
future events which the responsible party
expects to take place, and the actions the
responsible party expects to take as of the
date when the financial information is
prepared.

* Pro forma financial information, means
ﬁnane&al—mf—epmanen—thai—l&elther
historical or forecast financial

The concepts and discussions on what constitutes 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 he financial statements that may be the subject

matter-of-a comfort letter engagement.
ap = 405 Raview L ical-Finan

ED XX/11 -19- EXPOSURE DRAFT
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informationin nature-, is adjusted in
accordance with the responsible party’s
basis of preparation and applicable
criteria, to illustrate the effects of an
event(s) or transaction(s) on that financial
information,; assuming that the event(s)
or transaction(s) had occurred.at an earlier
date, a later date, or not at all, during/the
financial period used for the illustration.

o larelormantor oo e the

{(v) _ Financial statements means a structured representation of = « [Formatted: Bullets and Numbering

historical financial information, intended to communicate
an entity’s.€conomic resources 0Or obligations at-a point in
time, or the changes therein for a period-gf-time period in
accordance with an applicable fafinancial reporting

framework. Underthe Corpeorations-Act 2001 a-complete
5 ial - ; i

{s)(w) Incoming-auditor means a_newly appointeds auditor who
i i has not performed an audit or
review of a financial report of the entity prior to being
requested to provide a comfort letter.

T [Formatted: ParalLevel2

J

“ [ Formatted: Bullets and Numbering

)
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laws or regulations (for example, exchange of
(x) Interim financial statements means financial statements
prepared for a time period shorter than the entity’s financial
year._References to “unaudited interim financiak

statements” in this ASAE are taken to mean uhaudited
interim financial statements included in the®ffering

document.

Formatted: Indent: Left: 1.25 cm,
No bullets or numbering

Formatted: Bullets and Numbering

(
[Formatted: Indent: Left: 1.25cm
(

Formatted: Bullets and Numbering

2)(y) _Misstatement of fact means information that is incorrectly <
stated or presented in the -offering document. A material
misstatement of fact may undermine the credibility of the
offering document containing the auditor’s audit report.

) [Formatted: Bullets and Numbering J
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{)(z)  Negative assurance means a statement made by the auditor
of an entity in a comfort letter that; based on thespecified
procedures performed, nothing has come to the auditor’s
attention that has caused the auditor to believe that the
information does not meet specified criteria.|

-| comment [AC3]: As per revised SAS ’
72

[Formatted: Bullets and Numbering J

(aa) Offering means the making available of the-equity or debt

securities of an entity to parties who may beare in overseas
jurisdictions, ordinarily through:

(i) the sale of securities to the public under a
prospectus;
(ii) an exempt offering (for example, a private

placement of equity or debt securities to a limited
number of investors, or an offering of debt
securities {e-g-bends)-issued or backed by
government entities);

(iii) certain securities transactions covered by specific
laws or requlatl_ons (for example, _exchanqe of
shares of stock in merger transactions);

{bb)(iv) acquisition of, or merger with, another entity - ( Formatted: ParaLevel3 )
domiciled in an overseas jurisdiction, where there -
is an exchange of equity shares between the two [F°rmatt3d= Bullets and Numbering J

orentities; or

(v) hcquisition transaction(s) -in which there is an
exchange of stock.|

Comment [AC4]: As per revised SAS ’
72

{my(bb) Offering document means a document prepared by the
responsible parties partyrelating to-the-entity s-offeringthat
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contains details of the offering, information about the
entity, its management and those charged with governance,
financial statements and other; financial information-and
non-financialether |nformat|on—as4eresenbeeLby—lawer

regu#atren It may be erdinarihy-comes-isprepared-in the
form of a prospectus (for sale of securities), information

circular (for an exchange of shares orf stock) or.an offering
memorandum (for a private placement or other exempt
offering). It does not include the auditor’s ¢omfort letter.

{y(cc) Other information means information infermatien{financial

nen—ﬂnaneral}mcluded in the offering document that is
doees-not ferm-part of the_comfort letters
the-comfortletter-engagement.

{p)(dd) Private placement means securities offered for sale or
exchange to a limited number of investors, in-a-particular
which are exempt, by law or
regulation ( “exempt offering”) from the requirement for the

investors’ terms to be circulated inte-use a prospectus
documentinthe-offerprocess. Instead, the-seeuritiesy may
be offered through %heereparaﬂenef—an offering

memorandum or similar document. A-private-placementis

Pu-procedures means
assurance-procedures of an assurance nature earried

outperformed by the auditor-ina-comfortletterengagement,

agreed-towhich are specified by the requesting parties. The
audltor does not determine whether the extent of the
such procedures is sufficient for the
purposes of the requesting parties
. They may also be referred to as agreed-upon

procedures.

assess-whethertheresults-of-the-agreed-upon-procedures
i A ' -

j j j 0

%M%M%%W hasion :
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(ee)
(ff) Prospective financial information means financial

information of a predictive character based on assumptions
made by the responsible party about future events and/or
expected actions by the entity.

{5 (gg) Prospectus means a.document issued pursuant to legal or~ <«
regulatory requirements efajurisdiction-relating to the
entity’s sale orissuance of securities; on which.it is
intended that investors sheuld-make aan investment
decision.

(gg)Prospective-finaneial-information-means-financial informatio
ofap ed’llel HE8 characte ﬁbased OR-assUmpHons a.dle by-the

{t)(hh) Reasonable assurance means the_type of assurance obtained
and-previded-by the auditor in an assurance engagement
where the auditor’s objective is a reduction in assurance
engagement risk to an acceptably low level in the
circumstances of the assurance engagement as the basis for
a positive form of expression of the auditor’s conclusion.
Reasonable assurance means a high, but not absolute, level
of assurance.

{u3(i1)  Representation letter means a letter prepared and-provided
by the responsibleguesting parties_for erresponsibilitiesto
the auditor confirming a~varietyspecific-of matters relating
to the engagement.

(i) Requesting partyiesy means anthe underwriter and/or other
suehparties, such asfinancialas financial intermediariesns,
buyers, sellers, brokers or selling agents) who have
requested the auditor to provide a comfort letter in certain
financial information respect of an offering. T-the
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requesting party may or may not have a due diligence
defence, available by law.—(Ref:-Para_A6(5))

() DN {Formatted: No bullets or numbering ]
@)—A-representation-letter from-those-charged-with ( Formatted: Bullets and Numbering |
et : ;
responsibility-for:

spreparing-the-offering-documentincluding the < [Formatted: Bullets and Numbering J

£H(kk) Responsible party means those charged with governance of «
the entity (ordinarily the Board of Directors), who are alse
responsible for the preparation of the public-offering
document and financial information included in it.

[Formatted: Bullets and Numbering J

{HSecurities means financial instruments that include shares-in-2

body, debentures-in-a-bedy, or interests in a registered
managed investment scheme, but de not includecover

aderivatives or market traded options.-derivatives-ora
market-traded-options:

Ef the-at ditel"f Hlld]t 1155]981:{ BH_the a dlted flﬂaﬂelal
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{ee)Underwriter (alse-knewn-as-primary-requesting-party)-means a
financial intermediary of an entity in an offering-of
seeurities, acting as.either the party an-underwriter-that
purchases securities for resaleto investors, or an agent of
the entity that offers securities for the account of the issuer
or.vendor. The underwriter may be either named in the
prospectus (named underwriter)_or not, being simplyas one
of the parties reguesting-seeking the-auditorte-issue-an
auditors’ comfort letter be preparedernet-(other than
named underwriter). They may also be referred to as the

“primary requesting parties.”;-such-as-a-sales-agent:

(e0)

(mm)
Requirements
Ethical Requirements

13. The auditor shall comply W|th4he relevant ethical requirements in
accordance with ASA 102.%, including those pertaining to

|ndep¢ndgnce-.unles&th&enqaqmqu-ha&e*phmwﬂm¥eed-te

®  See ASA 102 Compliance with Ethical Requirements when Performing Audits, Reviews and
Other Assurance Engagements F%e%eahequ#eme%&mlaﬁﬂe%@&he%&uﬁnee
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© ( Formatted: ParalLevell }
« { Formatted: No bullets or numbering ]
4.—
Quality Control
14. The auditor shall establish and maintain its system of quality control «<—— [ Formatted: ParaLevell }

for comfort letter engagements.

Inability to Comply with this ASAE’s Requirements

15. Where in rare and exceptional circumstances, factors outside the
auditor’s control prevent the auditor from complying with an
essential procedure contained within a relevant requirement in this
ASAE, the auditor shall:

(a) if possible; perform appropriate alternative procedures; and
(b) document in the working papers:
(i) the circumstances surrounding the inability to
comply;
(ii) the reasons for the inability to comply; and
(iii) justification of how alternative procedures achieve
the objectives of the requirement.
16. When the auditor is unable to perform the appropriate alternative
procedures, the auditor shall consider the implications for the
engagement.

Professional Scepticism
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17. The auditor shall plan and perform an audit with professional
scepticism recognising that circumstances may exist that cause the
financial information to be materially misstated.

Professional Judgement

18. The auditor shall exercise professional judgement in planningand
performing procedures of a negative assurance nature.
Prior auditors ——
19. Previous aAuditors of an entity who are requested.fo issue a comfort

letter in respect of athe period they previouslyimarihy audited or
reviewed shall consider the practicality-ef.agreeing tol the request. ;
given Tthe priort auditor wit-beis yuhable to perform any procedures
on apy-other-information prepared subsequent to the audit or review,
including the change period Information, and-is-therefore unableto
does not provide any assuranceeemfert on such information.

Incoming auditors [Ref: Para A1) ~_

5.20.  Auditors who have not previously audited or reviewed the entity’s
financial report, and who are requested to issue a comfort letter that
includes that previous financial report shall consider the practicality
of agreeing to the request interms-ofand what procedures would be
necessary to perform an audit or review on such a reviewed-audited
orreviewedfifinancial report in order to provide assurance on that
financial reportgive-comfort.

Performing the Engagement in Accordance with another
Jurisdiction’sthe Standard :

{2)21. _In circumstances where the auditor has been requested to perform <
and reportthe-comfort-letter-engagementin_in accordance with an
applicable Auditing or Assurance the Sstandard of-the-overseas
another anotherjurisdiction where the international-offering is being
made the auditor -

is not
precluded from accepting such an engagement, provided that:

(a) tFhe auditor obtains sufficient knowledge of the applicable
Sstandards;

{a)(b)  the auditor complies with the relevant ethical requirements
of ASA 102; and
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{b}(c) the underlying principles and procedures of the standard
enable compliance with this ASAE.;-and

Formatted: Heading 6, No bullets or
numbering

[Formatted: Bullets and Numbering ]

[Formatted: Bullets and Numbering J

Engagement Acceptance (Ref: Appendices 1-2)
Preconditions for the-EngagementProviding a Comfort Letter (Ref: Para. A2-A5)
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2522. The auditor shall, prior to agreeing the terms of the engagement,
determine whether the responsible party and/or requesting parties:

A

25(a)  understand and accept the terms of the engagement, -

including the auditor’s reporting responsibilities;

25(b)  acknowledge and understand their responsibilityfor:

(i) the preparation of the offering document in which
the financial information that is the subject.of the
engagement will be presented;

25(ii)  the preparation and presentation of the financial
information in accordance with applicable
financial reporting framework included in the

offering document;

(iii)  such internal control over the financial reporting
process as the responsible party determines is
necessary to enable the preparation of financial
information that is free from material
misstatement; and

. i irvestication.of the affai
ofthe entity:

25(iv)  applying the nature, timing and extent of the
procedures to be performed in respect of the
change period financial i i
information. The change period financial
information does not extend across the entity’s
financial reporting periods, and in some
jurisdictions is specified as a particular time

period.andfor222
| . ialing ion that . ‘
25

(c) {c)>—cConfirms that the requesting parties involved in the
offering are responsible for:
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25(i)  e222fereconducting a due diligence
investigation; andgRef Para-Ad) _ [ Formatted: RefParas ]

(ii) specifying the nature, timing and extent of
procedures to be performed by the auditor in
sufficient detail that the auditor will not be
required during the course of the engagement to
exercise professional judgement in determining or
modifying the procedures to be performed or
responsible for the sufficiency of such procedures
for the requesting parties’ purposes.

25 { Formatted: Highlight ]
25-i)-responsible-fordetermining the-pature-timing-and-extentof /< [ Formatted: ParaLevel2 ]
procedure-to-be-performed-by-the-auditorand-the
puFpese:
25(d)  will provide the auditor in a timely22? manner with: « [Formatted: ParalLevel2 ]
25(1)  access to all information relevant to the financial <« [ Formatted: ParaLevel3 ]

information;

25(ii)  any additional information requested by the
auditor;

25(iii) _ unrestricted access to those within the entity from
whom the auditor determines it necessary to obtain
evidence, including where appropriate, the
responsible party’s experts;

25(iv) _ representations covering all matters requested by
the auditor; and-

25(v)  an thatatwill-update of the-auditerwith-any
information the responsible party becomes aware
of during the engagement that may imeempact the
comfort letters;

25k the responsible part doeshot-agree to-provide « | Formatted: ParaLevel3, Indent: Left:
W—Wﬂmﬁn—mﬁeﬁ 3.75 cm

25a)-the-auditor-shall-not
25
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250ther Factors Affecting Engagement Acceptance - ( Formatted: Heading 7

2523.  The auditor shall accept the engagement only when:

25(a) 0©n the basis of preliminary knowledge of the engagement < { Formatted: Paralevel2

circumstances, nothing has come to the auditor’s attention
to indicate that:

25(i)  the requirements of the relevant ethical principles
described in ASA 102 will not be satisfied;

25(ii)  the financial information and offering document
does not include information that is unacceptable
or misleading for its intended purpose;

25(b)  the basis upon which the engagement is to be performed
has been agreed through establishing that the preconditions
for the engagement are present;

25(c)  the auditor is satisfied that the responsible party possesses
the necessary professional competencies;

25(d)  the auditor is satisfied that the requesting parties are
involved in the due diligence investigation of the entity
undertaking the offering;

25(e).  the auditor is satisdiedsatisfied as to the nature of any type
of
agreed-upon-procedures specified by the requesting parties;

25(f)  the auditor has the capabilities, competence and necessary
qualifications to perform the engagement; and-

25(g)  tThe auditor believes that the comfort letter will be used for
its intended purpose and-only-by those requesting parties
involved in thea due diligence investigation of the entity.

24, If the preconditions for the engagement, as set out in paragraph 22 of
this ASAE are not present, the auditor shall discuss the matter with
the responsible party. If the responsible part does not agree to
provide the required representations, the auditor shall not agree to
provide a comfort letter and shall discuss with the responsible party
and provide another letter which expresses no assurance on any
financial information.
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38.25. If the preconditions for the engagement cannot be metmet, the < [Formatted: Bullets and Numbering J
auditor shall not accept the engagement unless required to do so by
applicable law or regulation.

25 D ( Formatted: Indent: Left: 3.75 cm }

| Formatted: Indent: Left: 3.75 cm,
Hanging: 1.25 cm

26The-auditorshall-determine-thatwhether-the - { Formatted: Indent: Left: 3.75 cm ]
aceepting-the-engagement: [Formatted: Bullets and Numbering J
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*7 | Formatted: ListBullet3, Indent: Left:
3.75 cm, Hanging: 1.25cm

including-those-charged-with-governance: Formatted: Outline numbered +
Level: 2 + Numbering Style: a, b, c, ...
o——acknowledgeunderstand-and-accept their « + Start at: 1 + Alignment: Left +
Fespenser—I#y’—fer— Aligned at: 1.25 cm + Tab after: 2.5
' cm + Indent at: 2.5 cm
2———~condueting-the-due-diligenee-investigation Formatted: ParaLevel3, No bullets or
of-the-affairs-of-the-entity-to-provide-them numbering, Tab stops: Not at 2.54 cm

D — [Formatted: ParalLevel3 ]

numbering

Formatted: ListBullet3, No bullets or ‘

—Itherequesting-parties-willnotbe-ableto-use-or < [Formatted: Bullets and Numbering J

| Formatted: ListBullet3
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Agreeing on the Terms of the Engagement (Ref: Para. A5-A8)

—J
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26

27.

. 21—The auditor shall agree the terms of the-comfertletter < [Formatted: Bullets and Numbering

engagement in-writing-with the responsible party; and thehese

T

Subject to paragraph 28 of this ASAE, the agreed terms of the-audit

2728.

engagement shall be recorded in an engagement letter or-other
suitable form of written agreement and shall include:

@ the objective and scope of the engagementzatditof the e ( Formatted: ParalLevel2

(b) the responsibilities of the auditor and management;

(c) identification of the applicable financial reporting
framework for the preparation of the financial information
imthe offeringidocument repok;

(d) reference to the expectedform and content of athe comfort
letter my-reportsto be issued by the auditor; and

(e) a statement that there may be circumstances in which a
report may differ from its expected form and content.

—If law or requlation prescribes in sufficient detail the terms of the

TR YRR

audit engagement referred to -in paragraph 272 of this ASAEabove,
the auditor need not record them in a written agreement, except for
the fact that such law or regulation applies and that the responsible
party acknowledges and understands its responsibilities, as set out in
paragraph 22 of this ASAE.

The agreed terms of the comfortletterengagement shall include: <« — [Formatted: ParalLevell

28: “ [Formatted: Bullets and Numbering

(@) The nature;-objective; and -scope -and-timing-of the comfort
letter-engagement, including:
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(i) the factthatthe-engagementis-being-conducted-to

assistauditor’s understandingbeingunderstanding

of the purpose of the engagement, being to assist

the urderwriterthose-charged-with-governance [Formatted: Not Highlight ]
and-other-requesting parties; in theirir due
dlllgence investigation of the entity undertaking
the international-offering;

(ii) the nature of the underlying transagtion giving
rise222 to the offering;

[Formatted: No bullets or nhumbering J

{9(iii)  confirmation that the auditor will conduct the
engagement in accordance with this ASAE;

(iv) the nature, source, time period covered, applicable
financial reportingframework and type-of financial
information
finapeial}-inclided in the offering document and
subieeetsumect of the comfort letterdisclosed-in

theeemfe#t—letter—mel%mgﬁh&Mneupenedl rancial inf o

(v) that the auditor will not perform aen audit or
review and accordingly, no audit opinion will be
expressed on any financial information included in
the comfort letters;

(vi) acceptance by the auditor of providing a proposed
draft of the comfort letter for the responsible party
and the requesting parties.

-38 - EXPOSURE DRAFT
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(b)

includi . . : | findi

(vii) statements that the auditor is not responsible for:

* the preparation of any the-information -«

included in the offering document or the
offering document itself;

* use of, or reliance on, the comfortletter
by any parties, other than for the‘purpose
for which it is intended;

e the sufficiency of the comfort letter
procedures for the requesting parties’

purpose; and

the responsibilities of the auditor, including:

(i) compliance with relevant ethical requirements,
including independence:”

(1 thenature;scope-and-timing-of-the proceduresto

comfortletterperforming assurance procedures on
financial information that is the subject matter of
the comfort letter;

iii erforming the requesting parties’ detailed
agreed-upon procedures for the change period
and/or any other financial information;

tor it 4 or invol
(iv) th&issganee@ﬁssuing a written comfort letter

which-includesto the requesting parties on a timely
basis; and

(v) theroles-and-responsibilities of eachauditor
ol 2 -
oneauditor-involved:-where applicable, for issuing

°  See ASA102.

ED XX/11

-39 - EXPOSURE DRAFT

— { Formatted: ListBullet3




Proposed Standard on Assurance Engagements ASAE 34XX
Auditors’ Comfort Letters

a Bring Down222 Comfort Letter ins respect of
certain change period information.

—

——theauditor’s limited-assuranceconclusiononthe <« [Formatted: ParaLevel3

e -
& Id_sulllele Hk Ie_wl'edge QII the-er tllty IESF' ial
Fepemﬂg# | Comment [AC5]: Deleted as per David
Simmon's comment as we do not want to
{e——the specific-responsibilities efthese-charged-with create a contractual obligation for perform
ity—of the responsible party, including additional procedures.

those set out inirctuding =

{H(c)  theselisted-in-paragraph- 22172522(c} of this ASAE;-ard <« — [Formatted: ParalLevel2

(d) the responsibilities of the

governance-and-other-requesting parti’es, including those
listed in paragraph 2522(e)2217 of this ASAE;

{e)——the communication process between the responsible party,
the requesting parties, and the auditor, including the form,
timing and expected content of such

communications;prepesed-content-and format-of the

| *—SeeASA102.
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(f) the auditor’s summary of the procedures that have been
specified by the requesting parties to be performed by the
auditor on the change period information;

{H(g)  astatement restricting???en-therestriction-of-the
distribution of the comfort letter to onlythethe addressees
named in the comfort letter;

{ky(h)  astatement on the confidentiality of all information
included in the comfort letter; and

) key engagement timelines; and
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(i) fees—and-otherother such terms or conditions that the
auditor determines are appropriate in the circumstances-of

Draft Comfort Letter (Ref: Para.A9;A12)

30.
A18)When agreed in the terms of engagement,st the auditor shall
provide a draft cGomfort ILetters to the responsible/party and
requesting parties in a timely manner.

—

Changes in the Terms of the Engagement (Ref: Para. A13-—A16)

shall not agree to a change in the terms o

ification-The auditor
the engagement where

there is no reasonable

ustification for do

ng so. If such a change is

made, the auditor shal

not disregard evid

ence that was obtained

prior to the change.:

2932, Ithetefms ofthe engagementthelf the terms of the engagement

are changed, tengagementare-changed;-the -auditor and the

responsible entity shall agree on; and record the new terms in an

engagement letter or other suitable form of written agreement.:

2933, If the auditor is unable to agree to a change of the terms-ofthe

engagement terms, and is not permitted by the responsible party to

continue the original engagement, the auditor shall:

29(a)  wWithdraw from the engagement, where possible under

applicable law or regulation; and

29(b)  dDetermine whether there is any obligation, either

contractual or otherwise, to report the circumstances to

other parties, such as those charged with governance,

owners, or requlators.

2934. If the auditor is unable to perform the exact nature, timing or extent

of procedures agreed, but alternative procedures can be performed

and the requesting party requires those procedures to be performed,

then new terms of the engagement shall be agreed with the engaging

party in writing.

ED XX/11
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35. The auditor-shallconsider-their—understandingtheirunderstanding-of < — | Formatted: ParaLevell, No bullets or
the-entity-and-its-environment-including-its-internal-control-over

numbering

[Formatted: Bullets and Numbering J

3 . ol lanmi forminG i
engagement-auditor shall plan the engagement in accordance with:

(a) this ASAE, for comfort letter procedures performed on
financial information as a part of the engagement terms;
{ay(b)  ASRE 241085, for reviews of historical financial < ——{ Formatted: Outline numbered +
information in the form of afinancial andfer-report; and/or Level: 2 + Numbering Style: a, b, ¢, ...
+ Start at: 1 + Alignment: Left +
(c) ASRS 4400, for agreed-upon andprocedures./or Aligned at: 1.25 cm + Tab after: 2.5
cm + Indent at: 2.5cm
36. -tprocedures-and/or-non-financialas-apartof the-engagement - )
termsThe auditor shall use professional judgement in planning te AN ( Formatted: Bullets and Numbering |
detepmine-the nature, timing and extent of procedures to perform: in | Formatted: ParaLevell, No bullets or
order to achieve the engagement objectives. numbering

37. The auditor's planning considerations shall include-aplanning:

(a) wWhat the agreed terms of engagement require the auditor < —{ Formatted: Outline numbered +
to opine -on, or report factual findings in the comfort letter; Level: 2 + Numbering Style: a, b, c, ...

. L. . X + Start at: 1 + Alignment: Left +
(b) sSetting the scope, timing and direction of the engagement; < Aligned at: 1.25 cm + Tab after: 2.5

cm + Indent at: 2.5cm

(c) aAny previous dealings withby the auditor with the - -
enitityentity obtained through the audit or review of prior [F°rma“ed' Bullets and Numbering J
period financial report(s);

(d) tThe type of underlying event(s) or transaction(s) that
require the preparation of the offering document and its
intended use and distribution;

(e) 0Obtaining an understanding of the financial information
and its applicable financial reporting framework, suitable
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for the typeof reporting-inthe-comfort letter forlimited
assurance-reporting:

a)(i)__that enables the identification and assessment of < { Formatted: ParaLevel3, No bullets or
risks of material misstatement of the financial numbering
information; and/or

{a)(ii) _ for factual findings reporting sufficient to perform
procedures in accordance with those requested by
the requesting parties.

{a)(f)  wWhether, based on preliminary knowledge obtained <———{ Formatted: Outline numbered +
through the planning process-, thethe applicable financial Level: 2 + Numbering Style: a, b, ¢, ...
reporting framework used in the preparation of the financial + Start at: 1 + Alignment: Left +
information the auditor is.to opine on, is not misleading for. Aligned at: 1.25 cm + Tab after: 2.5
its intended purpose; cm + Indent at: 2.5 cm

{2)(g) tFhe engagement team resources required for specific
engagement areas and how they will be managed, directed

and supervised;
{ay(h)  w\Whether the use of (an) expert(s) is/are required;

{a)(i)  sSetting materiality levels for evaluating whether any
material modifications are required to the financial
information”; and

32aAssurance engagement risk considerations.——when-planning-the — { Formatted: ParalLevel2 ]

CREC S umchbands

| Formatted: Outline nhumbered +
Level: 2 + Numbering Style: a, b, c, ...
+ Start at: 1 + Alignment: Left +
Aligned at: 1.25 cm + Tab after: 2.5
cm + Indent at: 2.5 cm

Formatted: ParalLevell, No bullets or

numbering
[Formatted: Bullets and Numbering J
) [ Formatted: Font: Italic ]
| Formatted: Indent: Left: 1.25cm,
! The concepts and discussions on materiality in an audit engagement are contained in /- First line: 0 cm
ASA 320 Materiality in Planning and Performing an Audit and may be helpful in </
determining the materiality levels for comfort letter engagements, - { Formatted: English (U.S.) ]
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Proceduresand-EvidencePerforming the Engagement (Ref: Para. A19-A21)

38. 30—1If the auditor has not previously audited or reviewed the =~ «—— ( Formatted: ParaLevell }
entity’s financial report, the auditor shall obtain an understanding of
the entity and- its environment, including its internalad control as it
relates to the financial informationsubject-matter of the engagement,
sufficient to plan and conduct the enqaqement%—?l.lquiq'anee

For related guidance, see ASRE 2400, guidance paragraphs 22-25, - { Formatted: English (U.S.) ]
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39. —The auditor shall use professional judgement to design and

perform procedures:

(a)

Liminegative-to identify whether any material

63:(b)

modifications are required to the unaudited interim
financial statements forthemto enable them to be presented
in accordance with accerdance-withthe applicable financial
reporting framework and/or this ASAE; andfer

38
38

of a;as-speeified-by-the-requesting—parties-othernominated
financial-information:a
a-negativelimited assurance conclusionnature on other
flnanual |nformat|one¥hepthan¢maﬂelaLstatemem$ the

w

(@)(i) ASRE 2405 ° inrespéetoffor a review of

financial information-other than a
eport or-such-asproformahistorical
information.-or

historical
financial r
financiali

{b)——ASAE 3000,"% in-respect-offor a review of non-
historical financial information other-than
historical financial-information,such-asforecastor
pro-forma-forecastfinancial-informationwhen such

financial information:-
(i)

* has been obtained from the entity’s
financial statements, or accounting
records that are subject to the entity’s
internal control over financial reporting;
or

* has been derived directly from such
financial statements, or accounting
records, by analysis or andcomputation;
and/or

o See ASRE 2405 Review of Historical Financial Information Other than a Financial

Report

n ——eport.
See ASAE 3000 Assurance Engagements Other than Audits or Reviews of Historical

Financial Information.
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(c) 1ftheauditor-isrequested-toperform-on financial
information other than financial statements (as specified by
the requesting parties).

3840. If changes or additions to the planned or performed procedures are
required that are beyond what the specified requesting parties expect
of procedures specified by the requesting parties, the auditor shall
discuss with the requesting parties and obtain their written
agreement before commencing the procedures.as—ané agreed-to by
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‘ . .

pronouncemenis .
41. The auditor shall remain alert throughout the engagement for any <«
event(s), condition(s), transaction(s), and/or error(s) that may:
(a) cCast doubt over the reliability of information used as
evidence for the financial information; and/or
(b) rRequire:
(i) discussions with the responsible party or e

requesting parties in order to resolve, and/or

(ii) changes or additions to planned or performed
procedures.to resolve.

Using the Work of an Expert (Ref: Para. A22)

42, When using the work of an expert, the auditor shall: —
(a) eEvaluate whether the expert has the necessary

competence, independence, capabilities, and objectivity for
the auditor’s purposes;

b et s g e

(b) 0Obtain a sufficient understanding of the field of expertise
of the expert in order to evaluate the expert’s work;

(c) dDetermine if the nature, scope and objectives of the
expert’s work is adequate for the purposes for the
engagement, an in accordance with applicable AUASB
Standards;™ and

(d) determine if the expert’s work impacts on the auditor’s
procedures, or conclusion and/or the report on conclusion
on factual findings.

<

See ASRE 2410 Review of a Financial Report Performed by the Independent Auditor, ////

of the Entity, ASRS 4400 Agreed-Upon Procedures Engagements to Report Factual </,

Findings, paragraph 32, and ASA 620 Using the Work of an Auditor ’s Expert., <
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[Formatted: Bullets and Numbering J

[P Fhose-Charged-with-Governance *{ Formatted: Heading 7 )
4643." The auditor shall communicate with-these-charged-with “« [Formatted: Bullets and Numbering J
governaneeto the responsible party the following matters, as soon as

practicable: :

L——wWhenthe-auditor-is-conducting limited-assurance « Formatted: Outline numbered +
procedures-on-a-review-of the-unaudited-interim-financial Level: 2 + Numbering Style: a, b, ¢, ...
statements—and-the-auditor determines-concludes that + Start at: 1 + Alignment: Left +
material-changes-medifications-have-to-be-made-on-such Aligned at: 1.25 cm + Tab after: 2.5
financial statements-in-orderfor-them-to-be-presented-in cm + Indent at: 2.5 cm
aecordoneswiih-theapsleablormonealraporing
Tframeworl:

2.(a)  w\When the-auditoris-conducting limited-assurance

- - g on, the

auditor determines-concludes that it is necessary to make a

material adjustment{symodifications i
made-on-to such financial information in order for themg

to be presented in accordance with the apphicablefinancial
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reperting-framewerk-er-applicable eriteriafinancial
reporting framework; and

(b) aAny significant findings relating-te-theidentified
engagerent, or difficulties encountered by-the-auditorin
performing the engagement;*®

344.  AndTand-the auditor shall request the responsible party to respond <«——
to the matters identifiedd in paragraph 4336 of this ASAE d-ina

timely basis.

45, When, in the auditor’s professional judgement, the responsible party
doe_s not respond appropriately to the auditor’s communications, the
auditor shall:

| Formatted: ParalLevell, No bullets or
numbering

(a) re-evaluate the effect that this may have on the reliability of « —— ( Formatted: ParaLevel? }
any.representations already received and evidence obtained

in general;and

(b) take appropriate actions, including determining the possible
effects on the final comfort letter.

46. The auditor needs to inform the responsible party when the auditor
has discovered matters that require inclusion in the final comfort
letter, but was not.previously included in the draft letter provided to
the responsible party. If the responsible party decides not to amend
the offering document, the auditor shall include the matters in the
final comfort letter.

) ( Formatted: ParalLevel2 ]

[Formatted: Bullets and Numbering J

- - . . o { Formatted: Font: 8 pt, Italic ]
% The concepts and discussions on findings in an audit engagement are contained in ASA 450
Evaluation of Misstatements Identified during the Audit, { Formatted: English (U.S.) ]
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Evaluating the Sufficiency and Appropriateness of Evidence Obtained

(Ref: Para. A25 - A27)

47.

The auditor shall evaluate whether they have obtained sufficient «

appropriate evidence on which to:

47(a)  express a negative assurance conclusion on the financial <«

information, including whether thatit: fi

47(i) is materially misstated;

47(ii)  is prepared in accordance with the applicable
financial reporting framework::

47(b)  rReport on factual findings on the change period financial
information; and/or

47(c)  rReport onfactual findingson other information:

Written Representations_(Ref: Para. A28:A31)

Responsible Party -
85.48. Where the‘auditor has not already received written representations in<

respect of the following matters, the auditor shall request a written
representation letter from the responsible party containing the

following:

48(a)  aAcceptance of the engagement letter terms and —

#acludingconditions, including the nature of the comfort
letter reporting;

{ay(b) an acknowledgement of the responsible party’s
responsibilityies for:

(i) the selection, preparation and presentation of the
financial informationhistorical-fi I

information-based-on-the-apphicablecriteria in
accordance with the applicable financial reporting
framework;
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(ii) the selection, preparation and presentation of the
financial information (other than that described in
(i) above) in accordance with the applicable
financial reporting framework;

{H)(iii) _the preparation and issuance of the offering
document in-which-the-historical-financial
information-isincluded-in accordance with

applicable law or regulation;

(iv) providing the assurance-praetitionerauditor with all
requested and-felevantinformation_including:;;

* any matter, including-any-matterevent, <« [Formatted: ListBullet3

adjustment, or transaction that may be
relevant to the histerical-financial
information; and;

access to all requested financial records,
related data, documentation and other

information requested-er-necessary for the
completion of the engagement;

{vi)(v) confirmingatien that the entity has established and
maintained an-adequate internal controls structure
in order to facilitate the preparation of reliable
histoerical-financial information;

{viiBy(vi) advising the assurance-practitionerauditor of any
matter, event, or issue that has arisen or been
discovered subsequent to the preparation of the
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89-49.

90.50.

91.51.

52.

financial information that may impact, or require
adjustment to, the historical-financial information;

{b)(vii) providing the assurance-practitionerauditor with a

listing of all known immaterial-adjustments;-or
known-uncorrected misstatements, that have not
been made toin the histerical-financial information;
together with an acknowledgement that they are
responsible for concluding that such adjustments
misstatements are immaterial; and

{b)(c) _such other written-representations that the assurance
practitioner-uditor determines areis appropriate in the
engagement circumstances.

The date of the representation letter shall be as near as practicable to,
but not after, the date of the- comfort letterreportassurancereport.

The assuranee-practitionerauditor.shall evaluate the representations
received from the responsible party -fortheireasonableness and
consistency with other information and evidence obtained.

If one or more of the requested written-representations are not
provided, or the assuraneepractitionerauditor has sufficient doubt
about the'competence, integrity or reliability of those providing the

written representations, the assuranee-practitionerauditor shall:

@) discuss the matter as appropriate with the responsible party
or requesting parties—as-apphecable;

(b) evaluate the implications on the reliability of evidence
obtained; and

(c) take-appropriate-actionincluding-determineing the effect
-and-comfort-letter-reperting.

on the engagement

The auditor shall not provide a comfort letter if a requesting party

requests a comfort letter but does not provide the written the-legal
opinion-orrepresentation letter. {nstead;The auditor may, depending
on the engagement circumstances, discuss and agree with the
requesting parties to provide an alternate letter. In such a letter, the
auditor shall not provide -any limited-subjectof negative-assurance
on any financial information, but shall report factual findings on the
fmanmal mformatlon
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Requesting Parties

@ D { Formatted: ParalLevell ]

4853.  Where the auditor has not already received written representations < [Formatted: Bullets and Numbering J
from the requesting parties in respect of the following matters, the
auditor shall suchrequest such a written representation letter
containing the following i i i

(a) aAcknowledgement.of the requesting parties’ responsibility < Formatted: Outline numbered +
for.conducting adue diligence investigation of the entity’s Level: 2 + Numbering Style: a, b, ¢, ...
affairs; + Start at: 1 + Alignment: Left +
Aligned at: 1.25 cm + Tab after: 2.5
(b) acknowledgement of the requesting parties’ responsibility cm + Indent at: 2.5 cm

for determining the sufficiency of the procedures performed
by the auditor; and

(c) acknowledgement that the requesting parties’ due diligence «—— { Formatted: ParaLevel2 ]
investigation is, or will be, substantially consistent with the
due diligence process performed under the applicable law
or regulation of the overseas jurisdiction in which the
offering is being made.

Formatted: Heading 6, No bullets or
numbering

) { Formatted: Heading 6 ]
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Formatted: Heading 6, No bullets or
numbering

i i ~Subseguent
Events (Ref: Para. A32-A35)

If agreed to under the terms.of the engagement, the auditor shall - [ Formatted: Paralevell ]
perform the procedures specified by the requesting parties on
financial information during the change period, in order.to report
findings in the comfort letter.

54. “= | Formatted: ParalLevell, No bullets or
numbering

[Formatted: Bullets and Numbering J
[ Formatted: Heading 6 ]
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50

Formatted: Heading 6, No bullets or
numbering

) [Formatted: Bullets and Numbering ]

5255, If the agreed terms of engagement require the auditor to issue a letter
subsequent/to the comfort letter to report-en procedures performed
for a new change period ztFhe auditor shall agreeperform the new
the change period.procedures specified by theforthe financial
information-with-the requesting parties-and-confirm-the-specified

Coneluding-on-the-EngagementForming the Assurance Conclusion (Ref:

Para. A36)

5356.  The auditor shall eonclude-on-whetherthe-evidence-obtained-enables« [Formatted: Bullets and Numbering j

ings-form a conclusion about whether the financial
information is free from material misstatement. In forming the
conclusion, the auditor shall consider:

53(a)  tFhe auditor’s conclusion in paragraph 47 of this ASAE ~ «—— [ Formatted: ParaLevel? ]
regarding the sufficiency and appropriateness of evidence
obtained; and
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53(b) awhether any uncorrected misstatements are material, either
individually or in aggregate, to the financial information.

5357.  If the auditor is unable to obtain sufficient appropriate evidence, a
scope limitation exists, and the auditor shall determine whether it is
appropriate to continue the engagement. If the auditor has
determined it is appropriate to continue the engagement, the auditor
shall express a qualified or disclaimer of conclusion, as appropriate.

Completing Requesting Parties Specified Procedures

5358. The auditors shall determine if they-have completed-all the
requesting parties’ specified procedures have been completed.in
order to prepare the ferthereportingfactual findings report-report.

Reperting-on-the-EngagementPreparing the Ccomfort L letter (Ref: Para.

A37-A38)

5659. The auditor shall provide a written comfort letter to the requesting
parties, containing aa -clear expressions of the auditor’s Hrited
assuranee-conclusion_and/or-era+repert-on factual findings report on

lati nf . .

the financial information.;

60. TFheWwhere agreed to in the engagement termsppropriate, the
auditor shall make reference in the comfort letter to butnotrepeata
previously issued auditor’s report-thereport on the auditedentity’s
financial statements included in the offering document.
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5661. When the previous auditor’s report on the financial statements

included in the offering contained an Emphasis of Matter paragraph

or Other Matter paragraph addressing matters other than consistency

of application of accounting principles, the auditor shall refer to that

fact in the comfort letter and discuss the subject matter of the

aragraph(s).

Basic Elements of the Comfort Letter (Ref: Appendices 5 & 6)

<

5762. lif the auditor receives22? thereguested written representation letter <

from the requesting parties;tFheparties, the comfort letter shall

include the following basic elements:

o(a) dBate; which-is-the-date-when-the comfort letter is issued;: <«

o(h) aAddressees, behaving the responsible party and the such-as
> ]

requesting partiés;:

+(C) Introductory-paragrapha scope/background section that:

ED XX/11

(i) identifies the responsible party parties-andand
requesting parties;

(ii) identifies the purpose of the comfort letter and
states that it has been conducted in accordance
with this ASAE;

(iii) states that the comfort letter is-being issued in
accordance with the agreed engagement terms

and-otherrequesting-parties;-;
(iv) where agreed to in the engagement termspplicable

states that the auditored has previously issued an
auditor’s report on a financial report{s} of the

-59 - EXPOSURE DRAFT
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entity for a specified time period, allefwhich isare
included in the offering document;

o(V) states that all representations from the responsible
partiesparty and/or requesting parties have not
been received;

. i : .
engagement-and

(vi) where applicable, includes a statemen
the-auditer that the auditory understands that the

requesting parties:

oe -the-whodo not have a due diligence —

defence;
matters:

@) knowledgeable with-in respect to-of the <« ——

due diligence investigation that would be
performed if the- offering is being carried
out in accordance with the relevant laws
and regulations of the overseas
jurisdiction where-in which the offering is
undertaken; orand

{b)e  are undertaking an investigation that is
substantially similar to that which-is
performed by-requesting-parties-with
under a due diligence defence underthein
compliance with the relevant laws and
regulations of the overseas jurisdiction
where-in which the offering is undertaken.

(d) a statement that the firm of which the auditor is a member <«

applies ASQC 1;
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(e) a statement that the auditor has complied with relevant
ethical requirements;

of) the aAuditor’s independence declaration, in accordance
with relevant professional standards and applicable laws
and regulations;

(a) iden!ifiesiewaekﬁvp&eﬂdenﬁﬁeatierwf—th&in_fwmaﬁen

rincluding:
(0] the nature, type and time period covered by the <[ Formatted: ParaLevel3, No bullets or
financial information and, where applicable, numbering
whether it has been previously audited or reviewed

by the auditor;

(ii) that the auditor‘has not performed an audit or
review of the financial information, and
accordingly expresses no opinion on.the financial
information;

(iii) the dates and periods of comparison of the cut off « —— { Formatted: ParaLevel3

period financial information for the comfort letter
and the change period information;

| Formatted: Outline numbered +

3 <o Level: 2 + Numbering Style: a, b, ¢, ...
ahGd Y + Start at: 1 + Alignment: Left +

ary-sueh-miormation: Aligned at: 1.25 cm + Tab after: 2.5

cm + Indent at: 2.5 cm
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£ e isto ieal_ finaneial info _atm—e{‘her—thaﬂ‘th&t‘mw N - S D { Formatted: ParalLevel2

(h) a description of the-theprocedures specified by the

requesting parties performedon the selected financial
information during the change period;

~—and
A a— * | Formatted: ListBullet3, No bullets or
L . numbering
including: Formatted: Outline numbered +
’ Level: 2 + Numbering Style: a, b, ¢, ...
(i)—the limited-assurancereview proceduresperformed + Start at: 1 + Alignment: Left +
on-the-unaudited-interim financial statements (see Aligned at: 1.25 cm + Tab after: 2.5
haragraph-39 of this ASAE); ane cm + Indent at: 2.5cm

of this ASAE).

o Astatementexpressingthat-the-procedures-describedin < Formatted: Outline numbered +
paragraph-57—(f){i)-of-this ASAE-were-undertaken-to-form Level: 2 + Numbering Style: a, b, ¢, ...
a-conelusion-as-to-whether-anything-has-come-to-the + Start at: 1 + Alignment: Left +
auditor’s-attention-which-causes-them-to-believe that there Aligned at: 1.25 cm + Tab after: 2.5
are-maderabmedieationsthatbneed-o-bemadetothe cm + Indent at: 2.5 cm
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23; the-fi 1 cial wma“%"s‘net‘p*epa‘ed_"*a” ioR-i 1 i “ Formatted: ParalLevel3, No bullets or
material-respects;-in-accordance-with-the numbering

——————A-description-of-the specified-assurance procedures < Formatted: Outline numbered +

performed-on-the-selected financial-information-during the Level: 2 + Numbering Style: a, b, c, ...
change-period; + Start at: 1 + Alignment: Left +

Aligned at: 1.25 cm + Tab after: 2.5

{a)——A-statement-asto-whetheranything-has-cometothe cm + Indent at: 2.5 cm
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- “ Formatted: ListBullet2, Indent: Left:
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. ialing L |
(i) the auditor’s negative assurance:
(i) whether anything has come to the auditor’s

attention which causes the auditor to believe that
there are material modifications that-are required
to be made to the financial statements included in
the offering document, for such financial
statements to be in conformity with the-applicable
financial reporting framework; and/or

(ii) where applicable, whether anything has come to
the auditor’s attention which causes the auditor to
believe that:

. the financial information otherthan that
included at (i) above, is‘not prepared, in
all material respects, in accordance with
the applicable financial reporting
framework; or

* the assumptions established by the
responsible party do not provide a
reasonable basis for the preparation of the
non-historical financial information other
than that included at (i) above, and that
the financial information is not prepared
on the basis of such assumptions.

() the auditor’s factual findings on the financial information,
containing:
(i) a statement as to whether nothing has come to the < ( comment [AC6]: per kpmg
auditor’s attention regarding any changes,
increases, or decreases in selected financial [ Formatted: Paralevel3

information during the change period, as compared
to the corresponding period in the preceding year
or other period as defined by the requesting

parties;

* if there are changes, increases or
decreases that are actual or contemplated,
disclosed in the offering document, the
auditor’s conclusion states that “except
for changes, increases or decreases that
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the offering document discloses have
occurred or may occur”; or

* if the changes are not discussed in the
offering document, the auditor shall state
the amount of the changes, increases or
decreases in the selected financial
information during the change period, and

(i) the type and description of the procedures < { Formatted: ParaLevel3, Indent: Left:
performed by the auditor on each type of financial 0cm
information.
(k) A statement that the auditor is-not responsible for the

sufficiency of any procedures performed;

()] A statement that.the comfort letter is restricted to the
addresseesandis to be used only in connection with the
stated purpose of the comfort letter;

(m) A—staféemem—that—theaum{eﬁ&net—msaerﬂbleﬂfepthe )
A

statement that the auditor is not responsible for any reliance
that the requestinig parties (as named in the comfort letter)
or any other third parties may place on the comfort letter,
other than the purpose for which it was issued;:

| Formatted: Indent: Left: 1.25cm,
Hanging: 1.25 cm, No bullets or
numbering

[Formatted: Bullets and Numbering J

(n) A statement that the auditor is not responsible for the < Formatted: Outline numbered +
sufficiency of any oflt the procedures performed by the Level: 2 + Numbering Style: a, b, ¢, ...
auditor + Start at: 1 + Alignment: Left +
o . . Aligned at: 1.25 cm + Tab after: 2.5
GoA-statement that-the-auditor-is-notresponsible-foranyreliance cm + Indent at: 2.5 cm

that the requesting-parties{as-named-in-the-comfort-letter)
orany-third-parties-may-place-on-the comfort-letterother
than-for-the-purpese-forwhich-ibwas-ssued:

. ible for il fhici
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(0) A statement that the comfort letter is restricted to the letter
addressees-of-the-letter and is to be used only in connection
with the stated purpose of the letter;

(p) The auditor’s signature;

(qQ) The date of the comfort letter; and

(9] The auditor’s address.

w63.  If the auditor is required by law or regulation to use a specific layout < { Formatted: ParaLevell, No bullets or
or wording in the comfort letter, the auditor comfert letier-shall refer numbering
to compliance with this ASAE in-such-a-comfortletter only if the
comfort letter includes, at a minimum, each of the elements
identified in paragraph 62 of this ASAE.

Written'Representations not received (Ref: Appendix 7) - [ Formatted: Heading 7 ]

64. When the responsible party and/or the requesting parties do not
provide the auditor’s written representations, thé auditor’s letter
shall be varied from the elements contained in paragraph 62 of this
ASAE shall include the following elements:

(a) In the scope/background section:

(i) it is understood and accepted that the auditor has
no responsibility for determining the nature, timing
or extent of the procedures detailed in the
preceding paragraphs as these were specified by
the requesting parties;

(ii) the auditor makes no representations to the
requesting parties regarding questions of legal
interpretation or the sufficiency of the specified
procedures detailed in the preceding paragraphs;

(iii) a statement that the specified procedures would not
necessarily reveal any material misstatement of the
amounts of percentages previously listed in the
offering document; and

(iv) a statement that the auditor has confined the
procedures performed to those specified by the
requesting parties and accordingly, makes no
representations regarding the adequacy of
disclosures or whether any material facts have
been omitted;
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(v) a statement that the comfort letter relates only to
the financial statement items specified and does
not extend to any other financial statement of the

entity;

(b) the specified procedures do not constitute an audit or
review conducted in accordance with Australian/Auditing
Standards. If the auditor performed additional procedures,
or conducted an audit or review of the entity’s financial
information in accordance with Australian/Auditing
Standards, other matters might have come to theauditor’s
attention that would have been reported;

(c) the procedures performed do not.replace any additional
enquiries or procedures that the requesting party would
undertake in consideration of the offering;

(d) the comfort letter is solely for the addressee’s information,
and to assist in inquiries.in connection with the offering
document. The comfort letter is not to be used, circulated,
quoted, or otherwise referred to for any other purpose,
including but not limited to the registration, purchase, or
sale of securities, referred to in whole or in part in the
offering document, or any other document, except that
reference-may be made to it in any list of closing
documents relating to the offering of the securities covered
by the offering document; and

(e) where applicable, in accordance with the terms of the
engagement, the auditor has no responsibility to update the
comfort letter for events and circumstances occurring after

the specified date.

W ~

Unmodified and Modified Conclusions

Unmodified conclusions (Ref: Para. A39-ErrorlReference source-not-found-—Error!

Reference source not found.)

65. The assurance-practitionerauditor shall express an unmodified
conclusion when the assurance-practitionerauditor concludes: that
based on the procedures performed, nothing has come to the
attention of the auditor that causes the auditor to believe that the
unaudited-interimfinancial statementsfinancial information isare not
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prepared, in all material respects, in accordance with the applicable
financial reporting framework.

[Formatted: Heading 8

Modified conclusions fRef: Para. A40.A44-Errorl Reference source-not found-—-Error! o { Formatted: RefParas

Referenceseureanotfound:) ~
{ Formatted: RefParas

2566, The assurance-practitionerauditor shall express a modified
~ conclusion when the following circumstances exist and, in the
auditor’s assurance-practitioner’s-professional Judgement the effect
of the matter, is or may be, material:

©) when the assuranee-praetitioner’sauditor’s conclusion is
that the histerical-financialHnformationfinancial

information is-isare not free from material misstatement.—tn

such-cases;, t-the assurance-practitioner-auditor shall
express a qualified or adverse conclusion;

(b) when the auditor’s assurance-practitioner’s-conclusion is
that the effects;-or-pessible-effects; of a matter are not so

material or pervasive as to require an adverse conclusion or
a disclaimer of conclusion,—t-such-cases; the assurance
practitionerauditor shall express a qualified conclusion;;

(c) when there has been a material scope limitation and the
possible effect is so materialpervasive and_pervasive
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67.

material that the assurance-practitionerauditor concludes
that no level of assurance can be provided-

the practitioner-auditor shall express a qualified conclusion
or a disclaimer of conclusion; or

(d) when the auditor assurance-practitioner-is unable to obtain
sufficient appropriate evidence on which to base the

conclusion, and the auditor assurance-practitioner-concludes
that the possmle effects of the undetected matters, if any,
that cause the histerieal-financial information not to.be
properly prepared, could be material and pervasive, t—

he auditor assurance-practitioner-shall express a
disclaimer of conclusion.

If the auditor expresses a modified-conclusion because of a scope /<«

68.

limitation, but is also aware of a matter(s) that causes the financial
information-to be materially misstated,.the auditor shall include in
the comfort letter a clear descriptionof both the scope limitation and
the matter(s) that causes that the financial information to be
materially misstated.

Preparing the Breing Down Comfort Letter —

The auditor shall provide a written bring down comfort letter to the

69.

requesting parties, containing a clear expression of the results of the
auditor’s procedures on¥ the change period financial information.

Basic Elements of the Bring Down Comfort Letter

The bbring ddown ceomfortatent Hetter shall include the following

(a) date the bring down comfort letter is issued;

(b) addressee;

(c) e}-reference to the previously issued Scomfort letter and
the purpose of the Bbring dBown cGomfort letter;

(d) a statement as to whether the auditor reaffirms222 the
statements previously includedmede in the cComfort
ILetters;
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(e) details of the updated procedures specified by the
requesting parties and performed by the auditor, including
when they were performed, and the change period
subsequent to the date of the comfort letter to which the
procedures relates; and

(f) a statement that the bring down comfort letter isrestricted <« — [ Formatted: ParaLevel2 ]
to the addressees and is to be used only in connection with
the stated purpose of the letter.

[ Formatted: Heading 6 J

| Formatted: Heading 6, No bullets or
numbering

[Formatted: Bullets and Numbering J

-« [ Formatted: Heading 6 ]

Formatted: Heading 6, No bullets or
numbering

‘ [Formatted: Bullets and Numbering J
{ Formatted: Heading 6 ]

Inclusion of the tndependent-AcecountantAuditor’s Previously Issued

Report on aAudited Financial Report in the Offering Document (Ref:
Para. A45)
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litorsC

6170. If the auditor is Fhe-auditorshall-considerapplicable-taw-or -« [Formatted: Bullets and Numbering }
regulation-when providing-requested to provide written consent by
tethe responsible party {if-asked)}-in-writing-to the inclusion of thea
previously issuedn audit or review report on a financial report in the
offering document, -the auditor shall consider applicable daiior
regulation in forming their response to such a request.f#a-a-separate

71. If the auditor intends to give consent, the auditor shall:

(a) perform procedures to identify-any subsequent events that
may impact the subject matter of the comfort letters,"” and

(b) determine any:implications any such identified events may < —— { Formatted: Paralevel2 ]
have on the comfort letter.

2812, In-circumstances-where\Where the auditor considers it inappropriate
" for their previously issued audit or review reports to be included in
the offering document, the auditor shall:

1.(a)  Eithernot provide consent, or; revoke a previously < Formatted: Outline numbered +
provided.consent prior to the offering documents’ release Level: 2 + Numbering Style: a, b, ¢, ...
date; andeonsiderthe-implications-to-the-issuance of the + Start at: 1 + Alignment: Left +
comfortletter;-and Aligned at: 1.25 cm + Tab after: 2.5

. . . o . cm + Indent at: 2.5 cm, Tab stops:
(b) not-previde-consentconsider the implications to-the-issuanee Not at 1.27 cm
effor the comfort letter.

Documentation

73. The auditor shall prepare documentation on a timely basis of all
matters that provides a record of the basis for the comfort letter that
is sufficient and appropriate evidence to enable an experienced
auditor, having no previous connection with the engagement to
understand:

(a) the nature, timing and extent of the procedures performed
to comply with this ASAE;

7 See ASA 560 Subsequent Events for a discussion of subsequent events procedures on audit
engagements, which may be helpful in determining the extent and nature of subsequent
events procedures on comfort letter engagements.
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(b) the results of the procedures performed, and the evidence
obtained; and

2———significant matters arising during the engagement, the < ( Formatted: Outline numbered +
conclusion or findings reached thereon, and any significant Level: 2 + Numbering Style: a, b, ¢, ...
professional judgements made in reaching such conclusions + Start at: 1 + Alignment: Left +
or findings. ¥ Aligned at: 1.25 cm + Tab after: 2.5

cm + Indent at: 2.5 cm, Tab stops:
Not at 1.27 cm

{ Formatted: ParalLevel2 ]

[Formatted: Bullets and Numbering J

| Formatted: Outline humbered +
Level: 2 + Numbering Style: a, b, c, ...
+ Start at: 1 + Alignment: Left +
Aligned at: 1.25 cm + Tab after: 2.5
cm + Indent at: 2.5 cm, Tab stops:
Not at 1.27 cm

) { Formatted: ParalLevel2 ]
[Formatted: Bullets and Numbering J
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fHB6}Incoming Auditors (Ref: Para 20)

{ Formatted: RefParas

The incoming auditor considers whether it is appropriate to

reperform review or audit procedures, based on the agreed terms of

engagement.
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Engagementsinvolvingthe-issuance-of comfortletters-are

=RgagemetS H o HIgtReASSUHaRee-6-CoHo e ttef
ordinarilvy undartalkan hv tha auditaor of an antitv incornorated in
ofraiiarhy-dhaeitakeRBytheadahieroian-enttyHhcerporateain
Australia which aoffarc itc aauitv or debt sacurities totha niihlic in tha
AUStaHa A WHHER- G HESHS-egtHtyY 6 GedtSectHitHesSto the puHEeiR- e
intarnational markat \Ahan tha antitv undaertakes an intarnational
HteratdoRaalKet—WhReRthe- ettty dhaertakesSah-hteriatohat

A2.

Engagement Acceptance

Preconditions for Providing a Comfort Letter (Ref: Para.22)

Aspartof-its-due-diligence-investigation+T  underwriter

A3.

requesting parties ordinarily requests the auditor of the entity to
perform certain procedures as a part of its due diligence
investigation on selected information disclosed in the entity’s
offering documentprospectus and report results by way of issuing a
comfort letter. The requesting partyundenariter’s request is
ordinarily made through the entity, and the auditor’s agreement to
undertake the engagement is both with the underwriterrequesting
party and those-charged-with-governance-of the-entitythe responsible

party.

The comfort letter is ordinarily issued prior to the offering’s closing

ED XX/11

and settlement date. The issuance of the comfort letter is restricted
to those parties that have agreed to the procedures to be performed
by the auditor since others, unaware of the reasons for the
procedures, may misinterpret the results.
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A4, The auditors ordinarily are requested to provide assurance on, or
report factual findings or financial information that has been sourced
from the entity’s accounting records, and/or financial information
that forms part of the financial reporting process. In circumstances
where the responsible party requests the auditors to provide
assurance on, or report factual findings on non-financial
information, the auditors may accept such a request when:

(a) they have the necessary professional expertise relating to
the non-financial information; and

(b) in their professional judgement, such a request is reasonable
in the engagement circumstances.

Agreeing on the Terms of the Engagement (Ref: Paras.26-30)

A9—Acknowledgement by the responsible party in writing of theirvia
acceptance of the engagement letter provides evidence that the
i i ip-exists, the responsible partyit accepts its
engagement responsibilities; and establishes a basis feraof common

ED XX/11 - 76 - EXPOSURE DRAFT
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understanding of the responsibility of each party. It also avoids
misunderstandings of the agreed terms. :

AS, «

AL0.AB. In the absence of a written acknowledgement efresponsibility-by the
respon5|ble party of their;-via acceptance of the engagement letter,
the assurance-practitionerauditor sheuld-shall considerwhether it is
appropriate to accept the assumeeengagement

seurees—sue#a&Aappllcable law, regulatlon ora egally-blndlng
contract, acknewledge-orindicate-suchmay already contain the

required acknowledgements of the responsible parties’
responsibility. 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 auditor may be able to accept

the engagement.

ALLAT.The terms of the assurance-engagement letter ordinarily includes:

#  See Section 717 of the Corporations Act 2001 for an overview of the procedures for
offering securities.
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{e)(a)  details_;by-type-offinancialinformation-of the procedures
that will be performed, distinguishing between those
procedures specified by the requesting parties and those set
by the auditor. The assurance-practitionerauditor exercises
professional judgement inwhat H
procedures are summarised in the engagement letter, taking
into account the nature of the_financial histerical-finanetal
information; and the engagement circumstances:
Procedures include:

(i) analytical review procedures;

(i) comparisons of consistency in the application of
recognition and measurement principles contained
in the applicable financial reporting framework as
compared to the accounting policies adopted by
the entity in the preparation of the historical
financial information, and disclosed in the
document;

(iii) review and consideration of key work papers,
accounting records and other documents prepared
by the responsible party and other experts; and

(iv) enquiry of, and discussion with, the responsible
party, these-charged-with-governance;
management-experts, and other parties related to
the financial information; and

(v) examination, on a test basis, of evidence

supporting the financial-firancial information,
including its basis of preparation;

iy el e onimion Ll

ED XX/11 -78 - EXPOSURE DRAFT



Proposed Standard on Assurance Engagements ASAE 34XX
Auditors’ Comfort Letters

(b) Terms and conditions may include:

{ay(i)  documented important deadlines/timelines for the < [Formatted: AParaLevel3

completion of the assuranee-engagement. This
may include deadlines such as the expected date of
publication of the document and when the
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assurance-practitioner’sauditor’s consent is
required;

{H(ii)  arrangements regarding the planning and
performance of the engagement; including the
composition of the engagement team (including
any experts);

{my(iii) arrangements for the assurance-practitionerauditor
to:

He

e |

e

e

attend meetings such as the due diligence
committee meetings (if appropriate under
the terms of the assuranee-engagement); >

receive draft and final versions of the
document in-a timely manner when
requested;

use the service(s) of the responsible
party’s experts and/or the asstanee

praetitioner’sauditor’s experts;

communicate directly with the entity’s
external auditor and/or other professional
advisers regarding matters relevant to the
financial information;

the form and contenxt of any published
consent that the assurance

itienerauditor has agreed to include
in the offering document. For example, in
respect of public documents prepared in
accordance with the Corporations Act
2001% and lodged with the Australian
Securities and Investments Commission
(ASIC) entities intending to distribute the
document in both electronic and paper
form, must also obtain the assurance

uditor’s consent in both

forms as well;** and

22
23

ED XX/11

See APES 350 Participation by Members in Public Practice in Due Diligence Committees
in Connection with a Public Document (December 2009), issued by the Accounting
Professional and Ethical Standards Board.

See Section 716 of the Corporations Act 2001.

See ASIC Regulatory Guide 107 Electronic Prospectuses.
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{e)e  arequest for the responsible party to
acknowledge receipt of the engagement
letter and to agree to the terms of the
engagement contained in the letter.

| AL2.A8.The responsible party who signs the engagement letter shallshould

A9.

be the ultimate responsible party of the entity, or an authorised
representative/officer thereof, recognising that in certain
circumstances, the directors of the entity (being those charged with
governance) may not be appointed by the stage of agreeing the terms
of the engagement or the entity may not be in existence when the
engagement commences (for example, a new company structure). |
such cases, the assurance-practitionerauditor considers whether to
update and re-issue the engagement letter.terms for a change of
responsible party.

Ai%—Draft Comfort Letter Lef Para. 30)Append+x—2—p¥evtde&an—ﬂlu&tratwe

Acceptance by the responsible party of the draft comfort letter (and

subsequently by acceptance of the comfort letter in final form) is an
indication to the auditor that the responsible party considers the
procedures described to be sufficient for the responsible party’s
purposes. Clearly describing the procedures to be followed by the
auditor in the comfort letter avoids misunderstanding about the basis
on which the auditor’s comments have been made and assists the
responsible party in deciding whether the procedures performed are
sufficient for the responsible party’s purposes.

By
providing a draft_ comfort letter early in the process, the auditor has
the opportunity to clearly show the requesting-responsible party
what they may expect to receive from the auditor. To the extent
possible, the draft deals with all matters to be covered in the final
etter and uses exactly the same terms as those to be used in the final
etter, subject to the understanding that the confirmation in the final
etter cannot be determined until the procedures underlying it have
been performed. The draft comfort letter is identified as a draft to
avoid giving the impression that the procedures described therein
have been performed. Thus;-the requesting party therefore also has
the opportunity to discuss further with the auditor the procedures

and to request any additional

procedures-that-therequesting-party-may-desire. If the additional

ED XX/11 -81- EXPOSURE DRAFT

) [ Formatted: Heading 7




Proposed Standard on Assurance Engagements ASAE 34XX
Auditors’ Comfort Letters

procedures pertain-relate to matters relevant-to-within the auditor’s
professional competence, and the auditor is-willingagrees to perform
them, a revised draft may be prepared.

Al0.

All

Acceptance-by-the-requesting-party-of the draft comfortletter(and < { Formatted: AParalevell, Indent: Left:
subseque#Wbyaeeep&anee—ef—the—eem#eﬁ—le&e#m—ﬂﬂal%Fm} 1.25 cm

D [ Formatted: AParaLevell ]
The following is an example of a paragraph that may be placed ien
the draft.comfort letter for identification and explanation of its
purposes and limitations.

D [Formatted: Indent: Left: 1.25cm J
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This draft is furnished solely for the purpose of indicating the form
of letter that we would expect to be able to furnish [name of
requesting party] in response to their request, -the -matters- expected
to -be -covered -in- the -letter, -and- the -nature -of -the procedures
that we would expect to carry out with respect to such matters.
Based on our discussions with [name of requesting party], it is our
understanding that the procedures outlined in this draft letter are
those they wish us to follow. Unless [name of requesting party]
informs us otherwise, we shall assume that there are:no additional
procedures they wish us to follow. The text of the letter itself will
depend, of course, on the results of the procedures, which-we would
not expect to complete until shortly before the letter is given and in
no event before the cut-off date indicated therein.

D [Formatted: AParalevell

Al2.  The auditor ordinarily meets with the requesting party and/or
responsible party before the terms of engagement are agreed to
discuss the procedures they require the auditor to perform in respect
of certain information and for the change period information.

Changes in the Terms of the Assurance Engagement (Ref: Para-Error! ( Formatted: RefParas, Font: Bold
Reference-source-not-found- 31-34)

< [ Formatted: RefParas, Font: Bold

AL4-AL3. Any change in agreed terms proposed by the responsible [ Field Code Changed

party throughout the assuranee-engagement shallsheuld be
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appropriately justified to the assurance-praetitioner’sauditor’s
satisfaction before the auditor assurance-practitioner-agrees to the

changes. Examples of when requests from the responsible party
may be received include a change to reflect a change in
circumstances affected-the-need-for-the-service;or a
misunderstanding of the nature of the assuranee-services to be
provided. The auditor assurance-pra———etitioner-considers the
implications of the proposed change on the conduct and reporting of
the engagement, as well as any evidence that was obtained prior to
the change.

Al15:Al4. A change in circumstances that affects the entity’s
requirements, or a misunderstanding concerning the nature of the
auditor’s comfort letterservice originally-agreedregtested may be
considered a reasonable basis for requesting a change in the
engagement_terms.

AL6.AL5e Certain proposed changes to the agreed terms by the
responsible party that may be unacceptable to the auditorassurance
practitioner, and ordinarily would not be justified or agreed to,

include:

(a) a change that affects the intended users’ needs, or a
misunderstanding concerning the nature of the assuranece
engagement;

(b) a change that relates to-histerieal financial information that
is incorrect, incomplete or otherwise unsatisfactory;

(c) limiting time available to perform the engagement,;
preventing access to all relevant documents or persons
requested; or

(d) not providing documents when requested, leading to time
constraints that make the satisfactory completion of the
assuranee-engagement by the date required unachievable.

ALZ——It is important that all changes agreed to by the responsible party and

the auditor assurance-practitionerbe documented and approved in
writing to ensure no misunderstanding of what has been agreed.

« [Formatted: AParalLevell J

Al6.

[ Formatted: Default Paragraph Font J

Planning the Engagement (Ref: Para. 35-37)
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| AL8.A17. The agreed terms of the-individual engagement determine
the nature, timing and extent of procedures to be performed by the
auditorassurance-practitioner. The following planning activities

assist the auditor assurance-practitionerin this process: {Ref-Para-
29)
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ool inf o e
provision-accounts-or-depreciation-charges;-and

{b)(a)  whether the auditor assurance-practitioner-has previously

performed an audit or review of the entity’s

financial reports:

0]

(i)

if this is the case, the auditor assurance-practitioner
would ordinarily have acquired an understanding

of the entity and its operations. This
understanding would 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 has not changed in
the current time period; or

if this is not the.case, the auditor assurance
iti inarihyrexpands their planning
activities so as to.beable to obtain sufficient
knowledge and understanding in-orderto-meet-the
i i of the entity and its
environment sufficient to plan and conduct the
engagement in accordance with this ASAE.

{e}(b)" obtaining an understanding of the-histerieal financial
information, appropriate to the engagement:

ED XX/11

V)

understanding the source of the histerical-financial
information (audited/reviewed financial
information or otherwise), and whether any of the
source information has been subject to a prior audit
or review:

. itn certain engagement circumstances

however, the auditor assurance
Hh does not need to obtain a

detailed understanding of the historical
financial information. For example,
where the engagement relates_to a
takeover or merger transaction, where the
auditor assurance-practitioner-has no
access to the one of the parties financial
information, or other entity to be merged,
as appropriate, other than that available in
the public domain;
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. understanding the applicable criteria used
and time period covered;

. understanding the requirements of
applicable law or regulation;

(i) understanding the significant accounting policies,
used by the entity in the preparation.of the
historical financial information, particularly the
recognition and measurement policies; including
the process for theirir selection and application;

i } i i i 1
information is to-be-included ifdthe docureRt: and-whetner ) ;

{e}(c) reading minutes.of meetings and other documentation (such

as key contractors or agreements) supporting key decisions
or issuesthat impact the engagement;

{f)(d) _ obtaining an understanding of the other information

included in the_ offering document to assess whether it is
consistent with the histerical-financial information;

{g)(e) developing expectations for use when performing analytical

procedures;

{a3(f)  the nature and extent of experts or other specialised skills

involvement required for the engagement. 4" An expert may
be internal (a partner or staff in the auditorassurance

’s firm or network firm) or external to the firm.
There may be circumstances when the auditor assurance
practitioner-may require the services of an expert,
particularly when obtaining sufficient appropriate evidence
to support the auditorassurance-practitioner’s conclusion.
For example, when determining the determining the
suitability of applicable criteria used by the responsible
party in preparing the historical financial information;

{)(g)  the nature, timing, and extent of communications that will

be required with the responsible party, and third party
experts, and other advisors;

ED XX/11

The concepts and discussions on using the work of experts relevant to an audit engagement
are contained in ASA 620 Using the Work of an Auditor’s Expert, and may be useful to

when determining their responsibilities when using the

assurane&praeﬂﬂenersr
work of experts in assurance engagements.
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Al8.

H(h)  mMateriality considerations and assessment_in respect of
the financial information. However, ordinarily materiality
is considered in terms of both quantitative and qualitative
factors, such as relative magnitude, the nature, and extent of
the effect of these factors on the auditorassurance
practitioner’s evaluation of the financial information, and
the intended usersusers’ interests.”

0] In determining materiality, the auditor assuranee
practitioner-needs to use professional judgement to
understand and assess these factors: and how they
might influence the decisions of intended users of
the historical financial information in evaluating
the prospects of the entity.

(i) Materiality.considerations reduce the risk of
expressing an inappropriate conclusion.

@W—MMMF%W. e p i

(i) aAssurance engagement risk. This risk comprises inherent
risk, control risk and detection risk?® and the auditor
assu#ane&praeuﬂener—consmers these risk components in
terms of the engagement circumstances; in particular the
nature of the historical financial information-and-whethera

These considerations are then reflected in the extent of the
planned procedures to be performed and the evidence-
gathering process.

financial reporting is necessary, regardless of whether the auditor is
requested to perform negative assurance procedures or agreed-upon
procedures. Incoming auditors, unlike existing auditors, do not have
such a pre-existing knowledge and are therefore required to obtain
sufficient knowledge of the actual controls over financial reporting
that is, in their professional judgement, appropriate to the
engagement circumstances.

The concepts and discussions on establishing materiality relevant to an audit engagement
are contained in ASA 320 Materiality in Planning and Performing an Audit, which may be
useful to auditors assurance-practitioners-when determining materiality in the conduct of 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, which may be useful
to auditors when determining assurance engagement risk in the
conduct of a n-assuraneecomfort letter engagement.
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Performing the Engagement (Ref: Para. 38-41) _{ Formatted: RefParas
A_SSH_Fanee_pFeeed_u_Fes N \{ Formatted: RefParas
A20-A19¢ When designing and performing assurance-procedures, the

auditor assurance-practitioner-considers the adequacy, relevance and
reliability of the information obtained to be used as evidence.”® The
nature, timing and extent of procedures, and evidence required,
depends on the agreed terms of the assuranee-engagement, the type
of assurance to be obtained, and the auditorassurance-practitioner’s

professional judgement. Ihegmeedu;e&mvelveéerdmapﬂy
thclude-(Ref-Para—3033)

The concepts and discussions on obtaining evidence relevant to an audit engagement are
contained in ASA 500 Audit Evidence which may be useful to auditors assurance
practitioners-when determining the extent of the evidence required to be obtained in the
conduct-of-an-assuraneea comfort letter engagement.

28
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A21LA20. When the auditor assurance-practitioner-obtains oral
representations from the responsible party in respect of matters
supporting the financial information, the auditor assuranee

practitioner-ordinarily: (Ref-Para—3033)

@) Evaluates their reasonableness and consistency of the oral
representations 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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(©) Obtains appropriate corroborative evidence.?

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

(@)——iftheentity’s financialreporthasalready been-audited-orreviewed: + ( Formatted: AParalevell

% 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
comfort letter-assurance- engagement.
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A2].

Comfort letter engagements, by their nature and scope of procedures

performed, are ordinarily a combination of:

(a)

limitednegative assurance procedures on financial

(b)

information with the nature, timing and extent of
procedures specified by the requesting partiesnegative. For
example, the auditor may be ordinarily requested to
perform limitednegativespecified procedures, and express a
limitednegative assurance conclusion on interim financial
statements included in an offering document; and

procedures determined by the requesting parties in respect

of selected financial information during the change period.
As a result of these procedures, the auditor makes a
statement in the comfort letter as to whether anything has

ED XX/11
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come to the auditor’s attention relating to any changes,
increases, or decreases, in the selected financial information
during the change period.fer

D {Formatted: AParalevell

Using the Work of an Expert (Ref: Para.- 4236) o ( Formatted: RefParas
A23.A22. The auditor assurance-practitiorerneeds to consider; the
following when using the work of an assurance-practitioner’s-expert!
the-following:
@ the nature of the matter, and the risks of material
misstatement to which the expert’s work relates;
(b) the significance of that expert’s work in the context of the
engagement;

(©) the auditorassurance-practitioner’s knowledge of and
experience with previous work performed by that expert;

(d) the extent of review of the expert’s work by the
auditorassurance-practitioner; and
(e) the results/findings of the experts work.
Adjustments lidentified by the Assurance-PractitionerAauditor (Ref: Para. 43- [ Formatted: RefParas
4
9 - { Formatted: RefParas
A24-A23. The assurance-practitionerauditor shalisheuld-communicate

communicates matters

; that in thei-the auditor’s professional judgement
require the respon5|ble party to make a material adjustment to the
historical-financial information. Such communications may be made
orally or in writing, and shouldshaHsheuld 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
practitionerauditor of the ir-findings and provide supporting
evidence, as well as their-decision-en-whether they will make the
adjustment to the-histerieal financial information. The auditor

assurance-practitioner-is then able to evaluate the evidence provided
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to consider if the responsible parties decision on the adjustment is
acceptable. : : -

A25——In circumstances where the responsible party does not make

adjustment and the auditor assurance-practitionerdisagrees with the

decision, the auditor assurance-practitioner-considers the
|mpI|cat|ons for the assuranee-comfort letterreport.

D [ Formatted: AParalLevell

A24,

Evaluating the Sufficiency and Appropriateness.of Evidence Obtained

(Ref: Para. 4739-39) ( Formatted: RefParas

A26.-A25. The assurance-practitionerauditor uses professional
judgement in determining the sufficiency and appropriateness of the
evidence obtained based on the procedures performed. Evidence
obtained by the auditor assurance-practitioner-that is in quantity 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.*"

ATLAR6. If the auditor assurancepractitioner-identifies that the
histerical-financial information may be materially misstated, or its
disclosure -in the offering document is potentially mlsleadmg the
auditor assurance-practitioner-carries out additional procedures, or
performs more extensive procedures to enable them to form a
conclusion, including whether a modified conclusion is required.

A28——For the purposes of expressing_a -a-Hmited-negative assurance
conclusion, the auditor assurance-practitioner-obtains sufficient
appropriate evidence primarily through enquiry and analytical
procedures on the histerieal-financial information
cenctsien.

D [Formatted: AParalLevell

A27.

Written Representations (Ref: Para. 48-53) : [ Formatted: RefParas

%  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 a comfort lettern-assturanee engagement.
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A29— D [Formatted: Heading 7

Responsible Party

A30-A28. The assurance-practitionerauditor needsto-requests to
receive ;-and-ebtain—a written representation letter from the
responsible party at the completion of the assuranee-engagemen
The auditor assurance-practitioner-ordinarily provides the
responsible party with a specific list of matters requiring.the
responsible party’s representations. Such matters may be already be
contained in documentation reviewed by the auditorassuranece

Hi , including minutes of meetings, and written acceptance
of the engagement terms, and-BBG+eparts-and therefore the auditor
i only needs to request the inclusion of such
matters:in the written representation letter if the auditor assurance
practitioner-considers it appropriate.in the engagement
circumstances. Examples of matters may include.an
acknowledgement by the responsible party of:

t.—32

©) the agreed terms of the assuranee-engagement;

(b) the_responsible party’sir responsibility for:

(M the preparation of the historical-financial
information for the time periods stated, in
accordance with the applicable criteria that was
selected and determined by them;

(i) all other information included in the document,
other than reports prepared by experts who have
provided their-consent for-their inclusion;

(iii) the overall offering document;

(iv) the establishment and maintenance of proper
internal control related to financial reporting;

(v) the maintenance of proper financial records and
systems which facilitate the preparation of the
financial information;

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 comfort letterassuranee engagement.
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(c) providing all information requested by the auditorassurance

(d) any uncorrected misstatements are immaterial, either
individually or in aggregate to the histerical financial
information; and that all such misstatements have been
previously advised to the asstrance-practitioner;andauditor;
and

(e) providing all material financial information, financial
records and related data, and all other information relevant
to financial information related to the engagement (for
example fraud, errors, regulatory issues or
communications).:

AIEA29. Oral or written representations made by the responsible

party cannot replace other evidence the auditor assurance

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 appropriate sufficient
evidence under the circumstances. To the extent the other evidence
obtained is inconsistent with the responsible party’s oral or written
representations, the auditor shall
investigate and evaluate such inconsistencies, with a view to
obtaining sufficient appropriate evidence. In such cases, additional
procedures may be required in order to achieve this.

A32.A30. If the responsible party does not provide a writtensueh-a
representation letter, or refuses to provide it, the auditor assurance
practitioner-needs to consider the |mp||cat|ons of this on the
assuranee-engagementeemfortletterreport. Having no written
representation letter from the responsible party erdinarhyordinarily
results ins the auditor being unable to provide a comfort letter. In
such circumstances theat auditor may be able to provide a letter

reporting factual findings. may-resuit-ina-gquatified-conclusion-ora
disclaimer-of-conclusion-in-the-assurance-report-on-the-basis-of-a
Lbenenheseonc oo assiranecongacemen—The auditor
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A3l

assurancepractitioner-may also include a restriction paragraph on
the distribution of, or use of, the assurance-report.

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-docurment, when such
evidence would ordinarily be available, constitutes a limitation on
the scope of the auditorassurance-engagement, even ifa written
representation from the responsible party has been received by the

auditor assurance-practitioner-on the matter. {RefPara—4252}

Subsequent Events (Ref: Para. 54) — [ Formatted: RefParas, Font: Bold

A32.

The auditor may be requested to perform specified procedures by the

A33.

requesting parties on selected financial information during the
change period between the date of the comfort letter procedures and
the dates of the latest interim financial.conformation. The purpose
of these procedures.is to determine whether there are changes,
increases or decreases in the selected financial information during
the change period, such as changes in the share capital, increases in
long-term debt or decreases in net current assets or other specified
financial statement items that occur during the change period that
one not already decided in the offering document. The procedures
may also relate to decreases in net sales during the change period as
compared to the cofresponding period in the preceding year. The
auditor.does not comment and provide any assurance on the reason
for the changes in the selected financial information.

The assurance procedures the auditor performs on selected financial

information during the change period, as specified by the requesting
parties, ordinarily include:

(a) reading of minutes of meetings of shareholders and those
charged with governance during the change period;

(b) reading of the unaudited or unreviewed financial statements
for the change period; and

(c) enquiry of the responsible party, as to whether such
financial statements have been prepared in accordance with
the applicable financial reporting framework used by the
entity in preparing and presenting the audited financial
statements included in the offering document;

to enable the auditor to conclude whether anything has come to the
auditor’s attention that a change, increase, or decrease has occurred
during the offering.
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A34. In evaluating the change period financial information, the auditor
compares the change period to the entire period and not to portions
of that period. A decrease during one part of the period may be
offset by an equal or larger increase in another part of the period;
however, because no decrease for the period as a whole existed, the
comfort letter would not report the decrease occurring during one

part of the period.

A35.  Change period financial information may be compared to:

(a) the unaudited interim financial statements; or
(b) the corresponding period financial information in the

preceding year, in accordance with this ASAE.

Forming the Assurance Conclusion(Ref: Para. 56-57) ) [ Formatted: RefParas, Font: Bold

A33:A361 (Ref: Para_47- 48)The assuranée-practitioner’sauditor’s
evaluation of the sufficiency and appropriateness of the evidence
obtained during the assurance-engagement takes account of:

(@) the source of the financial information and what

asstmptions,H-any,-have been-made that-affects-its basis of

preparation;

(b) the planned-negative-assurancetype of conclusion
requiredievel on the histerical-financial information;

(©) whether sufficient appropriate evidence has been obtained
to support the auditor’s assurance-practitioner’s-conclusion;
(d) the auditor’s i assessment of whether

&SSH-F&ﬁG&—pF&GHHGHef—S—
any uncorrected misstatements er-adjustrents-are material,
|nd|V|duaIIy or in aggregate, to the historical-financial
information; and

(e) whether the entity has complied with the recognition and
measurements principles of the applicable financial
reporting framework (which in Australia is ordinarily those
contained in apphcable-Australian Accounting Standards).;
oRe

D [Formatted: Heading 6
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A34—

Preparing the Comfort Letter (Ref: Para. 59-61) o [ Formatted: RefParas, Font: Bold

A37.  The comfort letter-erdinarily is ordinarily dated on or shortlyafter < [ Formatted: AParalLevell

the responsible party’s

agreementengagementrepresentation letter is signed and before the
222finalisation of the offering document. ) [ Formatted: Highlight
A38.  The underwriting-agreementengagement letter ordinarily specifies
the date, often referred to as.the cut--off date, to which certain [ Formatted: Font: Not Italic
procedures described in the letter are to'relate, for example, a-date -
i five —beforedays —thebefore —datethe —ofdate —theof [ Formatted: Font: Not Italic
fetterthe comfort letter. A -factor<in considering whether -to [Formatted: Font: Not Italic

L J

accept -the engagement is whether the period between the cut-off
date and the date of the letter provides sufficient time to allow the
auditor to perform the procedures and prepare the letter.

Unmodified and Modified Conclusions

Unmodified conclusions (Ref: Para.-Errorl-Reference-source-not-found-65) o [ Formatted: RefParas
A35:A39. Appendices 5 & 6x-5 contains an illustrative examples of

an unmodified conclusions in an-assurance-report-a comfort letter.
Modified conclusions (Ref: Para.-Errorl Reference-source-notfound--Errorl-Reference ) [ Formatted: RefParas
source-notfound: 66-67)

) [ Formatted: RefParas

A36-A40. When the assurance-practitionerauditor expresses a
modified conclusion in the assuranece-repertcomfort letter, the

reasons for the modification shallsheuld be properly described, with
the effects appropriately quantified and disclosed in the assurance
comfort letterreport.
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A37-A4L. Appendices 5 & 6x5 contains_an illustrative examples of a
modified conclusions™ in a an-assurancearepertcomfort letter.

A38.A42. A qualified conclusion is expressed when:

(a) the auditor assurance-practitioner-concludes that
misstatement, individual or in aggregate are material but

not pervasive to the prospective-financial information;

(b) matters have come to the assurance-practitioner’sauditor’s
attention that cause the auditor’s assurance-practitionerto

believe that the prospective financial information is not
prepared, in all material respects, in accordance with the
applicable criteria financial reporting-22? framework;

(c) the auditor assurance-practitioneris unable to obtain
sufficient appropriate evidence on which to base a
conclusion; but'concludes that the possible effects on the

ivefinancial information of undetected
misstatements, if any could be material but not pervasive to
the prespective-financial information; or

(d) the auditor assurance-practitioner-determines there has been
a material scope limitation regarding the possible
adjustments to the prospective-financial information that
might have been determined to be necessary had the
limitation not existed.

A qualified conclusion is expressed as being “except for” the effects,« [ Formatted: Indent: Left: 1.25 cm

or possible effects, of the matter to which the qualification relates.

A39.A43. An adverse conclusion is expressed when the auditor
assurance-practitioner-concludes (having obtained sufficient
appropriate evidence) that misstatements, individually or in
aggregate, are both material and pervasive to the prespective
financial information. In these circumstances, the auditor assurance
praetitioner-ordinarily concludes that a qualification is not adequate
to disclose the misleading or incomplete nature of the prespective
financial information. The form of the adverse conclusion is
ordinarily that the prespective-financial information is not prepared
fairly.in all material respects, in accordance with the a ggllcabl
financial reporting framework-applicable-criteria.

The concepts and discussions on modifications to the opinion relevant to an audit
engagement are contained in Auditing Standard ASA 705 Modifications to the Opinion in
the Independent Auditor’s Report, and may be helpful in determining the nature, type and
opinion wording of modifications applicable to a comfort Iettemasswaae&engagemem
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A40——An disclaimer of conclusion is expressed when the auditor assurance
is unable to obtain sufficient appropriate evidence on
which to base a conclusion, and concludes that the possible effects
on the financial information of undetected misstatements, if any,
could be both material and pervasive to the prespective-financial

information.
D { Formatted: AParaLevell
Ad4.
Consent to the Inclusion of the Assurance-Auditor’s Report on a
Financial Report in the Offering in-a-Public- Document (Ref: Para. 70-72141- [ Formatted: RefParas

142)

A42A4L5. There may be some circumstances where the auditor
it does not consider it appropriate to provide the
consent. For example:

(a) where there are material inconsistencies between the
prospective-financial information and other information
which remain uncorrected by the responsible party;

(b) where there are material misstatements of fact between the
prospective-financial information and other information
which remain uncorrected by the responsible party;_or

————Wwhere the auditor assurance-practitioner-does not consider < Formatted: AParaLevel2, Indent: Left:
the assuranee-comfort letter repert-will be used for the intended 1.25 cm

purpose.

| % See Section 716-6f the Corporations-Act 2001
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Reguesting Parties fRef: Para—) - ( Formatted: RefParas
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( Formatted: RefParas

an-auditorotherthan-the incoming-auditor. | _{ comment [AC8]: Should this not be in
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y material?
Para—) { Formatted: RefParas
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Conformity with International Standards on

ASAEAssurance Engagements

There is no corresponding eguivalent-International Standard on Assurance
Engagements-for-Comfort Letters for Requesting-Parties-in-Connection-with
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Appendix 1
(Ref: Para.22-29)

EXAMPLE ENGAGEMENT LETTER - U.S.
STYLE

The following illustrative letter includes example terms of engagement that
can be tailored for specific engagement circumstances.

Illustration 1: The offering involves the public securities-offering in the
United States of America

The Board of Directors / Audit Committee]
Company Limited]
[Address]

The Lead Manager and Dealers

[Addressee]
[Date]

Dear Sirs

Introduction

1. This engagement letter sets out the scope and limitations of the work
to be performed by [auditor] (“we” or “us”) in connection with the
above transaction, namely the proposed issue of [ ] (‘“the Issue™)
which will involve the preparation by the Issuer, and for which the
Issuer will be solely responsible, of an Offering Circular [in
accordance with the Prospectus Directive Regulation]/[Listing Rules
of the [relevant] Stock Exchange or other listing authority]. This
letter is written in the context of the respective roles of the directors
of the Issuer, [the Lead Manager] (“the Lead Manager”™), the other
Managers (as defined in Paragraph 2 below) and ourselves.

Addressees

2. This engagement letter is addressed to the directors of the Issuer, to
the Lead Manager and to each of the managers who have agreed or,
prior to the issue of our comfort letter, will agree to participate in the
proposed Issue and who have or, prior to the issue of our comfort
letter, will have validly authorised the Lead Manager to sign this
engagement letter on their behalf. Their legal names are set out in
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Appendix 1 to this engagement letter and, together with the Lead
Manager, are referred to in this engagement letter as “the

Managers”.

By signing and accepting the terms of this engagement letter, the

Lead Manager confirms that it will ensure that it receives prima
facie authority from each Manager identified in Appendix 1
authorising it to enter into this engagement letter on the relevant
Manager’s behalf. However, the Lead Manager makes no
representation as to whether such prima facie authority actually
confers the necessary authority.

Up to the date of the relevant comfort letter, a Manager may be

added to Appendix 1 by the Issuer or by-the Lead Manager by
written notice to us and the Issuer or the Lead Manager. A Manager
may also be deleted from Appendix 1 where the Manager withdraws
from.the Issue and/or advises the L ead-Manager that it does not wish
to receive the benefit of the comfort etter or for this engagement
letter to be signedon its behalf or-where the L.ead Manager does not
receive authority to sign this engagement letter on behalf of the
relevant Manager. The revised managers shall then, together with
the Lead Manager, be referred to in this engagement letter as “the

Managers”.

Comfort Letter

5.

We have performed the engagement in accordance with Australian

Standard on Assurance Engagements ASAE 34xx Auditors’ Comfort
Letters, issued by the Australian Auditing and Assurance Standards
Board.

The Lead Manager confirms that, in connection with the proposed

Issue, it is aware of guidance relating to due diligence issued by the
International Capital Market Association from time to time, which
will be followed by it in connection with the proposed issue.

Our comfort letter will be provided to the addressees of this letter

solely in the context of the due diligence procedures that you
undertake, or procure to be undertaken, pursuant to the guidance
referred to in Paragraph 6 above in connection with the contents of
the Offering Circular for the purpose of any defence in such context
that you may wish to advance in any claim or proceeding in
connection with the contents of the Offering Circular. Accordingly
our comfort letter will be addressed to you for that purpose and may
not be relied on by you for any other purpose.
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For the avoidance of doubt and subject to the limitations or

exclusions which are contained in or referred to in Paragraphs 9, 10,
28, 33 and 34 of this letter, nothing in this letter shall preclude the
Managers from obtaining compensation from us in respect of any
liability that the Managers incur to an investor arising out of the
contents of the Offering Circular to the extent that such liability
arises because the work undertaken pursuant to this engagement
letter or the comfort letter was undertaken negligently.

Any comfort letter issued pursuant to this engagement letter will not

10.

have been provided in accordance with the professional standards of
[Insert jurisdiction] and accordingly should not be relied upon in
connection with any obligations or responsibilities that you may
have under any legislation, requlations and/or rule of law in [Insert
jurisdiction] and, in the event of any such use in [Insert jurisdiction],
we accept no responsibility.in this regard.

Our work and findings shall not in any way constitute advice or

11.

recommendations’(and we acceptno liability in relation to any
advice or recommendations) regarding any commercial decisions
associated with the Issue, including, in particular, but without
limitation, any which may be taken by the Managers (or any person
connected to the Managers or any one of them) in the capacity of
investor or in providing investment advice to their clients.

Our comfort letter will be provided solely for your private

12.

information and should not be used for any purpose other than as set
out in Paragraph 7. Our comfort letter may not be referred to in any
other document (except that reference may be made to its existence
in any contract or other communication between the Issuer and/or
the Managers, and/or ourselves), nor made available to any other
party (except that a copy may be included in the bible of transaction
documents memorialising the Issue prepared for the Issuer and the

Managers).

Nothing in Paragraphs 9 and 11 shall prevent you from disclosing

13.

our comfort letter to your professional advisers or as may be
required by law or regulation, and/or referring to and/or producing
our comfort letter in court proceedings relating to the Issue or the
Offering Circular. Provided that you first obtain our prior written
consent, you may disclose our comfort letter to third parties where to
do so would reasonably be necessary in the interest of a resolution of
a dispute with that third party.

Other than to those who have validly accepted this engagement

letter, we will not accept any responsibility to any party to whom our
comfort letter is shown or into whose hands it may come.
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14,

You may only rely on information and comments set out in our

comfort letter on the basis of this engagement letter.

Work and procedures

15.

Our work will, where appropriate, be conducted in accordance with

16.

ASAE 34xx Auditors’ Comfort Letters, issued by the Australian
Auditing and Assurance Standards Board. In other jurisdictions,
standards and practice relevant to reporting accountants may be
different and may not provide for reporting in the manner
contemplated herein. Accordingly our report should not-berelied on
as if it had been provided in accordance with the standards and
practice of any professional body in any other jurisdiction.

We have not carried out an audit examination in accordance with

17.

any generally accepted auditing standards of any financial
information.relating to-the Issuer for any period subsequent to [date
of last audited balance sheet]. The procedures we will use to
perform the work ‘set out in this engagement letter-will not constitute
an audit or review made in accordance with any generally accepted
auditing standards. Furthermore, they will not necessarily reveal
matters of significance with respect to any material misstatement of
the information referred to below.

The procedures that we plan to conduct have been discussed

18.

between and agreed by the Issuer, the Lead Manager and us and will
be recorded in the comfort letter itself. If during the course of
carrying out such procedures as are planned and agreed upon under
this letter, and solely as a result of information provided to us in so
doing, we conclude that there has been any withholding,
concealment or misrepresentation in relation to such information, (or
otherwise we conclude that such information contains an
inconsistency which clearly indicates that there may have been such
a withholding, concealment or misrepresentation), we will discuss
with you whether further procedures can be designed to seek to
resolve the matter. Where such procedures are agreed between us,
we will carry them out and amend the comfort letter accordingly.

We will only carry out those verification procedures expressly

provided for in the comfort letter. Accordingly, we make no
representations as to the sufficiency for your purposes of such
procedures and, therefore, our responsibility shall be limited to
performing the work agreed upon in this engagement letter and/or
recorded in the comfort letter with due skill, care and attention. If
we were to perform additional procedures or if we were to conduct
an audit or review of the financial statements of the Issuer in
accordance with Australian Auditing Standards, other matters might
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19.

come to our attention which we would report to you. The
procedures to be performed by us should not be taken to supplant
any additional enquiries or procedures that may be appropriate in the
performance of your role under the proposed offering.

In relation to the contents of the Offering Circular, we will address

20.

ourselves solely to such financial information in the Offering
Circular as is identified in the comfort letter and we will make no
representations as to the adequacy of disclosure in the Offering
Circular or as to whether any material facts have been omitted by the
Issuer.

Any opinions expressed on financial information outside the context

21.

of this engagement letter were or are expressed solely in the context
of the specific terms and conditions governing their preparation. In
particular, the terms of this engagement letter and any action
pursuant torit shall be additional to andshall not detract from or
change in any way any legal rights which any party to this letter may
otherwise have acquired, whether«in contract or in‘tort, in connection
with our audits of the financial statements of the Issuer.

Save as may be expressly recorded in the comfort letter, we do not

accept any responsibility for any other reports or letters beyond any
responsibility that we owed to those to whom our reports or letters
were addressed at.the date of their issue.

Contents of the Comfort Letter

22.

We will prepare and expect to issue a comfort letter addressed to the

23.

Issuer and the Managers in connection with their due diligence
enquiries in connection with the contents of the Offering Circular on
the basis described above. [Based upon our present understanding
of your requirements we expect to be able to provide you with a
comfort letter substantially in the form contained in Appendix 3,
setting out the procedures that we expect to carry out prior to issuing
our comfort letter.] Your acceptance of our comfort letter in final
form constitutes your agreement to the scope and extent of such

procedures.

We would be grateful if you would review the draft comfort letter

24.

that we expect to be able to provide you with and let us have any
amendments you propose to the procedures as soon as possible, so
that we can provide you with a revised draft for your further
consideration and approval.]

Once an advanced draft of the Offering Circular is available and you

have identified, and we have agreed, the detailed financial
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25.

information whose extraction or calculation you require to be
covered in the comfort letter, we will provide you with a further
revised draft of the comfort letter for your approval of its scope prior

to finalisation.]

For the avoidance of doubt, we will not comment on, or otherwise

Drafts

26.

give comfort in relation to, the prospects or trading position or, save
as expressly stated in the comfort letter, comment on or provide any
opinion or other conclusion as to the current overall financial
position of the Issuer.

During the course of the engagement we may show drafts of, or

report orally on, our comfort letter.t0 you. In so far as any such draft
or oral report is inconsistent.with the subsequent final comfort letter,
it will-be deemed to besuperseded by such final comfort letter.

Audit Opinion

217.

The Issuer may not include our audit.opinion in the Offering

Circular without our prior written approval.

Meetings

28.

It [will be] [has been] necessary for us to receive copies of the draft

29.

Offering Circular as it [is] [was] produced and it [may be] [has been]
necessary for us to attend meetings (including, but not limited to,
meetings with the Issuer, and its directors and/or employees, and the
Lead Manager and its employees or agents) at which the Offering
Circular [is] [has been] discussed and drafted or at which other
related matters [are] [have been] discussed. We [shall answer] [have
answered] queries raised at such meetings on an informal basis but
you should neither act nor refrain from acting on the basis of such
informal answers unless and until they are confirmed in writing by
us, whether in the final comfort letter or otherwise. In the absence
of such written confirmation we shall have no liability to you in
contract or in tort (including negligence) for our answers.

Unless otherwise specifically agreed between the parties, we are

authorised by the Issuer to speak to the Managers and other
professional advisers advising on the proposed Issue. In connection
with our work pursuant to this engagement letter, we may release to
the Managers and such other professional advisers any information
relating to the Issuer, whether confidential or not and obtained
during the course of our work or otherwise and shall not be liable to
the Issuer for any use subsequently made of that information.
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Timetable

30. [We will endeavour to carry out our work in accordance with a
timetable to be agreed between all parties that will satisfy the
requirements of the Issue]. We [intend to provide] [are providing]
you with our comfort letter on the date of the final Offering Circular
relating to the Issue and to provide you with an updating.comfort
letter or to reissue our comfort letter on the date of closing of the
Issue. [We will discuss with you any difficulties we‘encounter with
this engagement or with meeting the timetable as soon as any.

problems arise.]

Other Terms and Conditions

31. [Insert other terms and conditions that are applicable in the
engagement.circumstances].

Yours faithfully

Partner
Firm

Acknowledgement and Acceptance

We acknowledge receipt of this letter and agree with the terms of your
engagement set out therein:

.................................................... Director Date ................
for and on behalf of
Issuer

.................................................... Director Date .....ovvn....

for and on behalf of
Lead Manager
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Appendix 2
(Ref: Para.22-29)

EXAMPLE ENGAGEMENT LETTER — NON U.S.
STYLE

The following illustrative letter includes example terms of engagement that
can be tailored for specific engagement circumstances.

Illustration 2: The offering involves the public securities-offering outside the
United States of America

The Board of Directors / Audit Committee]
Company Limited]
[Address]

The Lead Manager and Dealers

[Addressee]
[Date]

Dear Sirs

Introduction

1. This engagement letter sets out the scope and limitations of the work
to be performed by us in connection with the above transaction,
namely the proposed issue of [ ] (“the Issue™) which will involve
the preparation by the Issuer, and for which the Issuer will be solely
responsible, of an offering circular [in accordance with the [insert
name of relevant stock exchange] (the "Offering Circular™) This
letter is written in the context of the respective roles of the directors
of the Issuer, the Lead Manager (“'the Lead Manager"), the other
Managers (as defined in Paragraph 2 below) and ourselves.

Addressees

2. This engagement letter is addressed to Eurobond Issuer, to the Lead
Manager and to each of the managers who have agreed or, prior to
the issue of our comfort letter, will agree to participate in the
proposed Issue and who have or, prior to the issue of our comfort
letter, will have validly authorised the Lead Manager to sign this
engagement letter on their behalf. Their legal names are set out in
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Appendix 1 to this engagement letter and, together with the Lead
Manager, are referred to in this engagement letter as "the Managers".

By signing and accepting the terms of this engagement letter, the

Lead Manager confirms that it will ensure that it receives prima
facie authority from each Manager identified in Appendix 1
authorising it to enter into this engagement letter on the relevant
Manager’s behalf. However, the Lead Manager makes no
representation as to whether such prima facie authority actually
confers the necessary authority.

Up to the date of the relevant comfort letter, a Manager may be

added to Appendix 1 by the Issuer or by the Lead Manager by
written notice to us and the Issuer or the-l.ead Manager. A Manager
may also be deleted from Appendix1 where the Manager withdraws
from the Issue and/or advises the'Lead Manager that it does not wish
to receive the benefit of the comfort letter or for this engagement
letter to be signed on its'behalf or where the Lead Manager does not
receive authority to sign this engagement letter on‘behalf of the
relevant Manager. The revised managers referred to in Appendix 1
(as revised pursuant to this paragraph4) shall then, together with the
Lead Manager, be referred to in this engagement letter as "the

Managers",

Comfort Letter

5.

We have performed the engagement in accordance with Australian

Standard on Assurance Engagements ASAE 34xx Auditors’ Comfort
Letters, issued by the Australian Auditing and Assurance Standards
Board.

Our comfort letter will be provided to the addressees of this letter

solely in the context of the due diligence procedures that the Lead
Manager undertakes, or procures to be undertaken, pursuant to the
guidance referred to in Paragraph 5 above in connection with the
contents of the Offering Circular for the purpose of any defence in
such context that you may wish to advance in any claim or
proceeding arising out of or in connection with the contents of the
Offering Circular. Accordingly our comfort letter will be addressed
to you for that purpose and shall not be relied on by you for any

other purpose.

For the avoidance of doubt and subject to the limitations or

exclusions which are contained in or referred to in Paragraphs [8, 9,
27] of this letter, nothing in this letter shall preclude the Managers
from obtaining compensation from us in respect of any liability that
the Managers incur to an investor arising out of or in connection
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with the contents of the Offering Circular to the extent that such
liability arises because the work undertaken pursuant to this
engagement letter or the comfort letter was undertaken negligently.

Any comfort letter issued pursuant to this engagement letter will not

have been provided in accordance with the professional standards of
[Insert jurisdiction] and accordingly should not be relied-upon in
connection with any obligations or responsibilities that you may
have under any legislation, requlations and/or rule of law in [Insert
jurisdiction] and, in the event of any such use in [Insert jurisdiction],
we accept no responsibility in this regard.

Our work and findings shall not in any way constitute advice or

10.

recommendations. Our work will be conducted in accordance with
practices and with the level of skill-and care expected of a
professional accountant in the context of similar services in
[Australia] and we acceptno liability in‘relation to any advice or
recommendations regarding any commercial decisions.associated
with the Issue, including, in particular, but without limitation, any
which may be taken by the Managers (or any person connected to
the Managers or any one of them) in the capacity of investor or in
providing investment advice to their clients.

Our comfort letter will be provided solely for your private

11.

information and should not be used for any purpose other than as set
out in Paragraph 6. Our comfort letter may not be referred to in any
other-document (except that reference may be made to its existence
in‘any contract or other communication between the Issuer and/or
the Managers, and/or ourselves), nor made available to any other
party (except that a copy may be included in the bible of transaction
documents memorialising the Issue prepared for the Issuer and the

Managers).

Nothing in Paragraphs 8 and 10 shall prevent you from disclosing

12.

our comfort letter to your professional advisers, who has a legitimate
need to know and on a strictly confidential basis, or as may be
required by law or requlation or the requirements of a requlatory
body, and/or referring to and/or producing our comfort letter in court
proceedings relating to the Issue or the Offering Circular. Provided
that you first obtain our prior written consent, you may disclose our
comfort letter to third parties, on a strictly confidential basis, where
to do so would reasonably be necessary in the interest of a resolution
of a dispute with that third party.

Other than to those who have validly accepted this engagement

letter, we will not accept any responsibility or liabilities (including
without limitation, those arising from negligence or otherwise) to
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13.

any party to whom our comfort letter is shown or into whose hands
it may come.

You may only rely on information and comments set out in our

comfort letter on the basis of this engagement letter.

Work and Procedures

14,

Our work will, where appropriate, be conducted in accordance with

15.

ASAE 34xx Auditors’ Comfort Letters issued by the Australian
Auditing and Assurance Standards Board. In other jurisdictions,
standards and practice relevant to reporting accountants may be
different and may not provide for reporting in the manner
contemplated herein. Accordingly our.report should not be relied on
as if it had been provided in accordance with the standards and
practice of any professional body in any other jurisdiction.

We have not carried out'an audit examination in accordance with

16.

Australian Auditing Standards of any financial information relating
to the Issuer for any period subsequent to [date of last audited
balance sheet]. The procedures we will use to perform the work set
out in this engagement letter will not constitute an audit or review
made in accordance with any generally accepted auditing standards.
Furthermore, they will not necessarily reveal matters of significance
with respect to any‘material misstatement of the information referred
to below.

The procedures that we plan to conduct have been discussed

17.

between and agreed by the Issuer, the Lead Manager and us and will
be recorded in the comfort letter itself. If during the course of
carrying out such procedures as are planned and agreed upon under
this letter, and solely as a result of information provided to us in so
doing, we conclude that there has been any withholding,
concealment or misrepresentation in relation to such information, (or
otherwise we conclude that such information contains an
inconsistency which clearly indicates that there may have been such
a withholding, concealment or misrepresentation), we will discuss
with you whether further procedures can be designed to seek to
resolve the matter. Where such procedures are agreed between us,
we will carry them out and amend the comfort letter accordingly.

We will only carry out those verification procedures expressly

provided for in the comfort letter. Accordingly, we make no
representations as to the sufficiency for your purposes of such
procedures and, therefore, our responsibility shall be limited to
performing the work agreed upon in this engagement letter and/or
recorded in the comfort letter with due skill, care and attention. If
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18.

we were to perform additional procedures or if we were to conduct
an audit or review of the financial statements of the Issuer in
accordance with auditing standards generally accepted in
[Australia], other matters might come to our attention which we
would report to you. The procedures to be performed by us should
not be taken to supplant any additional enquiries or procedures that
may be appropriate in the performance of your role under-the

proposed Issue.

In relation to the contents of the Offering Circular, we will address

19.

ourselves solely to such financial information in the Offering
Circular as is identified in the comfort letter and we will make no
representations as to the adequacy of disclosure’in the Offering
Circular or as to whether any material facts have been omitted by the
Issuer.

>

Any opinions expressed on financial information outside the context

20.

of this engagement letter were or are’expressed solely in-the context
of the specific terms and conditions governing their preparation. In
particular, the terms of this engagement/letter and any action
pursuant to it shall be additional to.and shall not detract from or
change in any way any legal rights which any party to this letter may
otherwise have acquired, whether in contract or in tort, in connection
with our audits of the financial statements of the Issuer.

Save as‘may be expressly recorded in the comfort letter, we do not

accept any responsibility for any other reports or letters beyond any
responsibility that we owed to those to whom our reports or letters
were addressed at the date of their issue.

Contents of the Comfort Letter

21.

We will prepare and expect to issue a comfort letter addressed to the

22.

Issuer and the Managers in connection with their due diligence
enquiries in connection with the contents of the Offering Circular on
the basis described above. [Based upon our present understanding
of your requirements we expect to be able to provide you with a
comfort letter substantially in the form contained in Appendix 3,
setting out the procedures that we expect to carry out prior to issuing
our comfort letter.] Your acceptance of our comfort letter in final
form constitutes your agreement to the scope and extent of such

procedures.

We would be grateful if you would review the draft comfort letter

that we expect to be able to provide you with and let us have any
amendments you propose to the procedures as soon as possible, so
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23.

that we can provide you with a revised draft for your further
consideration and approval.

Once an advanced draft of the Offering Circular is available and you

24,

have identified, and we have agreed, the detailed financial
information whose extraction or calculation you require to be
covered in the comfort letter, we will provide you with a-further
revised draft of the comfort letter for your approval of:its scope prior

to finalisation.]

For the avoidance of doubt, we will not comment on, or.otherwise

Drafts

25,

give comfort in relation to, the prospects or trading position or, save
as expressly stated in the comfort letter, comment on or provide any
opinion or other conclusion as to the current overall financial
position of the Issuer.

During the course of the arrangement we may:/show drafts of, or

report orally on, our comfort letter to you. In so far as any such draft
or oral report is inconsistent with the subsequent final comfort letter,
it will be deemed to be superseded by such final comfort letter.

Audit Opinion

26.

The Issuer may not include our audit opinion in the Offering

Circular without our prior written approval.

Meetings

27.

It [will be] [has been] necessary for us to receive copies of the draft

28.

Offering Circular as it [is] [was] produced and it [may be] [has been]
necessary for us to attend meetings (including, but not limited to,
meetings with the Issuer, and its directors and/or employees, and the
Lead Manager and its employees or agents) at which the Offering
Circular [is] [has been] discussed and drafted or at which other
related matters [are] [have been] discussed. We [shall answer] [have
answered] queries raised at such meetings on an informal basis but
you should neither act nor refrain from acting on the basis of such
informal answers unless and until they are confirmed in writing by
us, whether in the final comfort letter or otherwise. In the absence
of such written confirmation we shall have no liability to you in
contract or in tort (including negligence or otherwise) for our
answers.

Unless otherwise specifically agreed, we are authorised by the Issuer

to speak to the Managers and other professional advisers advising on
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the proposed Issue. In connection with our work pursuant to this
engagement letter, we may release to the Managers and such other
professional advisers any information relating to the Issuer, whether
confidential or not and obtained during the course of our work or
otherwise and shall not be liable to the Issuer for any use
subsequently made of that information.

Timetable

29. [We will endeavour to carry out our work in accordance with‘a
timetable to be agreed between all parties that will satisfy-the
requirements of the Issue.]. We [intend to provide] [are providing]
you with our comfort letter on the date of the final Offering Circular
relating to the Issue and to provide you-with an updating comfort
letter or to reissue our comfort letter on the date of closing of the
Issue. [We will discuss with-you any difficulties we encounter with
this arrangement or with meeting the timetable as soon as any

roblems arise.

Other Terms and Conditions

30. [Insert other terms and conditions that are applicable in the
engagement circumstances].

Yours faithfull

Partner
Firm

Acknowledgement and Acceptance

We acknowledge receipt of this letter and agree with the terms of your
engagement set out therein:

.................................................... Director Date ......ccon......
for and on behalf of
Issuer

.................................................... Director Date voo.oovven.....

for and on behalf of
Lead Manager
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Appendix 3
(Ref: Para. 48-53)
EXAMPLE REPRESENTATION LETTER

(Responsible Party Comfort L etter) < { Formatted: Heading 3, Left

The following illustrative letter includes an example representation letter
provided by the responsible party in respect of an auditor’s comfort letter that
can be tailored for specific engagement circumstances.

Illustration 1: The offering involves the public securities offering.

[Date]

[Name of Member Firm]

[Address]

Dear Sirs

In connection with the auditor comfort letter that you have been asked to
provide to us and to the [Managers/Dealers] under the terms of your
engagement letter dated [Date] relating to the [company] and its subsidiaries
(the “Group”) the board of directors makes the following representations.

Significant change in financial and trading position

We have made available to you the management accounts of the — [ Formatted: Normal

Group for the period to [Date] being the most recently available and all
minutes of the meetings of the board of directors and [identify any other
bodies] held since [last balance sheet date] to [the cut-off date] (the “cut-off
date”) [together with the related board papers].
We confirm that:

1. the unaudited management accounts to [Date] and [previous year]
were prepared in conformity with generally accepted accounting
principles applied on a basis substantially consistent with that of the
audited consolidated financial statements of the Group for the year
ended [Year];

2. The management accounts properly deal with all of the following
matters identified by you from the minutes referred to in (1) above;
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3. There are no matters of which we are aware which will be reported
as non-operating exceptional items other than as follows: [ 1K

4, Save as described below we are not aware of any increases in[ ] or
decreases in [ ] as at the cut-off date as compared to the amounts
shown in the [insert date of latest] audited financial statements of the
Group nor increase in [ ] or decrease in [ ] for the period from
[insert date of first day after end of last audited financial statements]
up to the cut-off date.

5. The Board are not aware of any matters to which attention should be
drawn in the statement on page [ ] of [[proof [] of].the Offering
Circular that there has been no material adverse’change in the
financial position or prospects of the Issuer and its subsidiaries since
the date of its last published annual-accounts.

Contingent liabilities attributablé to financial‘instruments

Wehave made available to'you a schedule©f contingent liabilities relating to
financial instruments existing at [cut-off date] which would be disclosed were
financial statements be prepared as of that date'and we confirm that we are
not aware of any such other contingent liabilities that would be expected to
be disclosed.

Other financial Information

The [describe document] which has been used as a basis for the [describe
information in the circular] has been [prepared/derived] from the Group’s
accounting records.

General

During the course of your work you been provided with all of the information
and explanations which we believe may be relevant to your work and there
are no other matters of which you should be aware.

Yours faithfully

For and on behalf of the directors of [Client]
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Appendix 4

(Ref: Para. 48-53)¢

EXAMPLE REPRESENTATION LETTER

(Requesting Parties Comfort L etter)

The following illustrative letter includes an example representation letter
provided by the requesting parties related to an auditor’s Comfort Letter that
can be tailored for specific engagement circumstances.

Illustration 1: The offering involves the public securities offering.

Date]

[Name of Member Firm]

Address]

Dear Sirs

-[Name of financial intermediary], as principal or agent, in the placement of
[identify securities] to be issued by [name of issuer], will be reviewing
certain information relating to [issuer] that will be included (incorporated by
reference’in the document [if appropriate, the document should be identified],
which may be delivered to investors and utiliszed by them as a basis for their
investment decision. j j - j j j j

the-Aet—We hereby request that you deliver to us a “comfort? letter
concerning the financial statements of the issuer and certain statistical and
other data included in the offering document. We will contact you to identify
the procedures we wish you to follow and the form we wish the comfort letter
to take.

This letter is solely for the information and use of [legal name of firm] in
issuing a comfort letter in connection with the offering of securities described
above and it is not to be used, circulated, quoted or otherwise referred to, in
whole or in part, in the Document.

(Financial Intermediary)
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Appendix 5
(Ref: Para. 48-53)
EXAMPLE REPRESENTATION LETTER

(Bring Down Comfort Letter)

The following illustrative letter includes an example representation letter
provided by the responsible party related to an auditor’s Bring Down
Comfort Letter, and that can be tailored for specific engagement
circumstances.

Illustration 1: -The offering involves the public securities offering.

[Date]

[Name of Member Firm]

[Address]

Dear Sirs

In connectionwith the auditors” comfort letter that you have been asked to
provide to-us and to the [Managers/Dealers] under the terms of your
engagement letter dated [Date] relating to the [company] and its subsidiaries
(the “Group”) the board of directors makes the following representations.

Significant change in financial and trading position

We have made available to you:

1. The management accounts of the Group for the period to [Date]
being the most recently available;

2. all minutes of the meetings of the board of directors and [identify
any other bodies] held since [last balance sheet date] to [the cut-off
date] (the “cut-off date™) [together with the related board papers].

We confirm that:

3. the unaudited management accounts to [Date] and [previous year]
were prepared in conformity with generally accepted accounting
principles applied on a basis substantially consistent with that of the
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audited consolidated financial statements of the Group for the year

ended [Year];

The management accounts properly deal with all of the following

matters identified by you from the minutes referred to in (1) above;

There are no matters of which we are aware which will be reported

as non-operating exceptional items other than as follows: [ L

Save as described below we are not aware of any increases in[ ] or

decreases in [ ] as at the cut-off date as compared to the:amounts
shown in the [insert date of latest] audited financial statements of the
Group nor increase in [ ] or decrease in [ ] for'the period from
[insert date of first day after end of last-audited financial statements]
up to the cut-off date.

The Boardare not aware of any mattersto which attention should be

drawn in the statement on page [ ] of [[proof [] of] the Offering
Circular that there has been no material adverse change in the
financial position or prospects of the Issuer and its subsidiaries since
the date of its last published annual accounts.

To the best'of our knowledge and belief, no events or transactions

have occurred since the date[s] of our previous letter[s] or are
pending [other than'those reflected or disclosed in the filing] that
would have a material effect on the audited financial statements [and
the unaudited interim financial information] [included or
incorporated by reference] in the [appropriate filing] or that are of
such significance in relation to the Company’s affairs to require
mention in a note to the audited financial statements [or the
unaudited interim financial information] in order to make them not
misleading regarding the financial position, results of operations or
cash flows of the Company.

Also, no information has come to our attention since the date[s] of

10.

our previous letter[s] and no events or transactions have occurred or
are pending [other than those reflected or disclosed in the filing] that
adversely affect our previous report on the effectiveness of the
Company’s internal control over financial reporting as of [the most
recent balance sheet date], or that are of such significance in relation
to the Company’s internal control over financial reporting to require
mention in the (appropriate filing)].

In addition, there have been no changes in the design or operation of

internal control over financial reporting since the date[s] of our
previous letter[s] that have materially affected, or are reasonably
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likely to materially affect, the Company’s internal control over

financial reporting.

11. [When changes in the design or operation of internal control over
financial reporting have occurred, replace the above paragraph
with the following] In addition, we have identified and
communicated to you all changes in the design or operation of
internal control over financial reporting since the date[s] or our
previous letter[s] that have materially affected, or are reasonably
likely to materially affect, the Company’s internal control over

financial reporting.

Contingent liabilities attributable to financial instruments

We have made available to you a schedule of contingent liabilities relating to
financial instruments existing at [cut-off date] which would be disclosed were
financial statements:be prepared as of that date and we confirm that we are
not aware of any such other contingent liabilities that would be expected to
be disclosed.

Other financial Information

The [describe document] which has been used as a basis for the [describe
information in the circular] has been [prepared/derived] from the Group’s
accounting records.

General

During-the course of your work you been provided with all of the information
and explanations which we believe may be relevant to your work and there
are no other matters of which you should be aware.

Yours faithfull

For and on behalf of the directors of [Client]
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The following illustrative letter represents an example US Style comfort i
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[The Board of Directors / Audit Committee]

[Company Limited]

[Address]

[Spensors/Managers-Limited]TheLead Manager and Dealers
[Addressee]

[Date]

DPear Sirs:

PROPOSED [insert type of offering] ISSUE BY [insert issuer name] (“the
Issuer”), ‘

We report in accordance with our letter of arrangement dated 2%
2009[Date],
We have audlted in accordance with
2y Australian Standards on Assurance Engagements |

ASAE 3xxx Auditors’ Comfort Letters issued by the Auditing and Assurance ||/ Ttalic
Standards Board, the consolidated balance sheets of [ ,insert client, ] and its /

controlled entities (the “Company”) as at Formatted: Font: 10 pt, Not Bold ]
2007[Date], and the consolidated income statements, statements of changes in | Formatted: Font: 10 pt, Not Bold
equity and cash flow statements for each of the three years in the period ) ' ' !

—

Itali
ended December-31,2005,2006-and-2007[Date], included in the Offering gl
Circular (as defined herein) for the sale of US$1,000.000.000-6f % Netes |/ | Formatted: Font: 10 pt, Not Bold,
[Insert Details], ' [ Italic, Not Highlight
(collectively, the “Securities”) of [ linsert client] to non-U.S. persons v [Formatted ﬁ
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outside the United States of America pursuant to Regulation sS under the [ Formatted: Font: 10 pt, Not Bold
U.S. Securities Act of 1933, as amended, (the “Securities Act”). Our reports
with respect thereto are included in the Offering Circular. We have also
reviewed in accordance with-AGAAS JPPLIASAE 3xxx Auditors | Comfort, Formatted: Font: 10 pt, Not Bold,
Letters Italic
[ Formatted: Font: 10 pt, Not Bold
, the unaudited consolidated balance sheets of the Company as at June-39;
[Date], and the related consolidated income statements, Formatted: Font: 10 pt, Not Bold,
statements of changes in equity and cash flow statements for the six-month Italic
periods ended [Date],included in the offering \ [ Formatted: Font: 10 pt, Not Bold
circular. The preliminary offering circular dated 2XX-2009[Date] is referred
to herein as thg “Offermg Clrculagr ;:t‘;ﬁ?atted: Font: 10 pt, Not Bold,
This letter is being furnished in reliance upon your.representation to us that: [ Formatted: Font: 10 pt, Not Bold
(@) You are knowledgeable With respect to the due diligence™ Formatted: Font: 10 pt, Not Bold, Not
review process that would be performed if this placement of Highlight
the Securities was being registered pursuant to.the Formatted: Font: 10 pt, Not Bold,
Securities Act; and Italic

(b) In connection with the offering covered by the Offering
Circular, the review process you have performed is
substantially consistent with the due diligence review
process that you'would have performed if this placement of
the Securities were being registered pursuant to the
Securities Act.

This letter-is intended to be used only by the addressees of this letter in
connection with the offer or sale of the Securities outside the United States of
America. -t is not to be used in the United States of America.

In connection with the Offering Circular:

—

—
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“ Formatted:

| 1. We are independent auditors with respect to the Company under the <. ( Font: 10 pt, NotBold |
Australian Corporations Act 2001 and the Accounting Professional [ Formatted: ParaLevel2 ]
Standards Ethics Board’s APES 110, Code of Ethics for .
Professional Accountants. ( Formatted )

. . . [ Formatted: Font: Italic J
2. We have not audited any financial statements of the Company as of «

any date or for any period subsequent to [Date]. ( Formatted: ParaLevell )
The purpose (and therefore the scope) of our audit for the year ended [ Formatted: Font: Italic J
December-31,-2007[Date] was to enable us to express our opinion
on the financial statements as at December-31,2007[Date] and for [ Formatted: Font: Italic J
the year then ended, but not on the financial statements for any [ Formatted: Font: Italic ]
interim period within that year. Therefore, we are unable to and do
not express any opinion on: the unaudited consolidated balance [ Formatted: Not Highlight ]
sheets at June-30,-2007-and-2008[Date]; the unaudited consolidated [ Formatted: Font: Italic ]
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income statements, statements of changes in equity and cash flow
statements for the six-month periods ended

inclusive[Date]):

— G A

[ Formatted: Not Highlight
2008[Date], included in the Offering Circular; or the financial 7 :
position, results of operations, or cash flows as of any other date or [ Formatted: Font: Italic
for any period subsequent to Becember-31-2007[Date]. [ Formatted: Font: Italic

3 For purposes of this letter, we have read the minutes of the 2008 [ Formatted: Not Highlight
meetings of the shareholders, the Board of Directors, the Audit
and& Risk Committee, the Nominations Committee, the Human
Resources & Compensation Committee and the Sustainability
Committee of the Company, as set forth in the minute books through
to September>o-2008[Date], officials of the Company having [ Formatted: Not Highlight
advised us that minutes of all such meetings through that date were -
set forth therein, and have carried out other procedures to September [ Formatted: Font: Italic
¥x—2008[Date] as follows (our work did not extend to the period [ Formatted: Not Highlight
from Septemberxx-2008[Date] to September-x2008

[ Formatted: Font: Italic

| Formatted: Not Highlight
(a) a———With respect to the six-month periods ended June \ [ ormattec: T 9Tl
39_299.7_3(94_2998_d - cg‘Dbat(-gt'!W'eAha_veI;_')erf'(o)\rn;ed the | [ Formatted: Font: Italic
procedures specified by the Australian Auditing an F tted: Not Highlight
Assurance Standards Board for a review of interim ; [ ormarec: Yo o9
financial information as described in ASRE 2410 Review of ‘ [ Formatted: Font: Italic
an-taterim Financial Report Performed by the Independent ) P,
Auditor of'the Entity on the unaudited consolidated balance [ Formatted: Not Highlight
sheets at June-30-2007-and-2008[Date] and the unaudited [ Formatted: Font: Italic
consolidated income statements, statements of changes in ) —
equity and cash flow statements for the six- month periods . [ Formatted: Not Highlight
ended_ gane_%@,-%@@-?-and—%@@g[pate], included in the [ Formatted: Font: Italic
Oftering Circular. [ Formatted: Not Highlight
(b) b———With respect to the period from July-1,2008to [ Formatted: Font: Italic
August31,-2008[Date], we have: [ Formatted: Not Highlight
[0)] Read the ur}audited consolidated financial [ Formatted: Font: Italic
statements for Juby-and-Augustof-beth-2007-and
2008-[Date]furnished to us by the Company, and [ Formatted: Font: Italic
agreed the amounts contained therein to the
Company’s accounting records, Company officials
having advised us that no such financial statements
as of any date or for any period subsequent to
August31-2008[Date] were available; and [ Formatted: Not Highlight
(ii) Inquired of Company officials who have ( Formatted: Font: Italic

responsibility for financial and accounting matters
as to whether the unaudited consolidated financial
statements referred to under b(i) are stated on a
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basis substantially consistent with that of the
audited financial statements included in the
Offering Circular.

The foregoing procedures do not constitute an audit or review conducted in
accordance with Australian Auditing StandardsAGAAS. Also, they would
not necessarily reveal matters of significance with respect to comments in the
following paragraphs. Accordingly, we make no representation as to the
sufficiency of the foregoing procedures for your purposes.

4.

ED XX/11 -131-

Nothing came to our attention as a result of the foregoing-procedures<«—

that caused us to believe that:

(a) a———Any material modifications should be made to the
unaudited financial statements described in 3(a)3-a— above,
included in the Offering Circular, for them to be in
conformity with Australian Accounting Standards for
interim financial statements; or

(b) b—— At August-31,22008-[Date] there was any change

in issued and fully paid shares, increase in long-term debt,
increase in total liabilities, increase in net current liabilities,
or/any decrease in total equity of the Company as compared
with amounts shown in the June-30.2008[Date] unaudited

consolidated balance sheet, included in the Offering
Circular, or for the period from guly-1,2008[Date], to
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; [Date], there were any decreases, as

compared with the corresponding period in the preceding
year, in revenue from continuing operations or net profit,
except in all instances for increases or decreases that the
Offering Circular discloses have occurred or may occur.

. As mentioned under 3(b)3-b- above, Company officials have

advised us that no financial statements as of any date or for any
period subsequent to August-31,2008[Date] are available;

accordingly, the procedures carried out by us with respect to changes
in financial statement items after August-31.-2008[Date] have, of
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necessity, been even more limited than those with respect to the
periods referred to in 3. above. We have inquired of certain
Company officials who have responsibility for financial and
accounting matters (the “Persons Responsible for Financial and
Accounting Matters”) as to whether, at September8,2008[Date],

there was any change in issued and fully paid shares or increase in
long-term debt of the Company as compared with the amounts
shown on the gune-30,2008[Date] unaudited consolidated balance

sheet included in the Offering Circular.
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6. On the basis of these inquiries and our reading of the minutes
identified in 3. above, nothing came to our attention that caused us
to believe that at X>¢-2009[Date] there was any change in issued

and fully paid shares or increase in long-term debt of the Company
as compared with the amounts shown in the
unaudited consolidated balance sheet, included in the Offering
Circular.

The foregoing procedures do not constitute an audit or review «
conducted in accordance with AGAASAustralian Auditing

Standards. Also, they would not necessarily reveal mattersof
significance with respect to comments in this paragraph.

Accordingly, we make no representation as to the sufficiency of the
foregoing procedures for your purposes:

7. At your request, we have also read the items identified by you onthe<«—

attached selected pages of the Offering Circular and have performed
the following procedures, which were applied as indicated with
respect to the items explained below. Certain/dollar amounts and
percentages included in the Offering Circular have been rounded or
truncated as deemed appropriate by the Company. In all instances
where we noted agreement of dollar and other amounts or ratios,
such agreement is after giving consideration of such rounding or
truncating;

8. We make no representations as to whether the transaction will take <«
place or the amount of the Securities to be sold in the transaction.

9. Our audits of the consolidated financial statements for the periods
referred to in the introductory paragraph of this letter comprised
audit tests and procedures deemed necessary for the purpose of
expressing an opinion on such financial statements taken as a whole.
For none of the periods referred to therein, or any other period, did
we perform audit tests for the purpose of expressing an opinion on
individual balances of accounts or summaries of selected
transactions such as those enumerated above and, accordingly, we
express no opinion thereon.

10. It should be understood that we make no representations regarding
questions of legal interpretation or regarding the sufficiency for your
purposes of the procedures enumerated in paragraph 6. above; also,
such procedures would not necessarily reveal any material
misstatement of the information identified in paragraph 6. above.
Further, we have addressed ourselves solely to the foregoing data as
set forth in the Offering Circular and make no representations
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regarding the adequacy of disclosure or regarding whether any
material facts have been omitted.

This letter is solely for the information of the addressees and to
assist the Initial Purchasers in conducting and documenting their
investigation of the affairs of the Company in connection with the
offering of the Securities covered by the Offering Circularand is not
to be used, circulated, quoted or otherwise referred to for any other
purpose, including but not limited to the registration; purchase or
sale of securities, nor is it to be filed with or referred to in whole or
in part of the Offering Circular or any other document, except that
reference may be made to it in the Purchase Agreement or in any list
of closing documents pertaining to the offering of the securities
covered by the Offering Circular.

Yours faithfully

| Partner

| Firm
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Appendix 7%
(Ref: Para. 62-)

EXAMPLE COMFORT LETTER — NON U.S.
STYLE

(Representation Letter provided) DA

{ Formatted: Heading 3, Left

The following illustrative letter represents an example Non=US Style comfort
letter that can be tailored for specific engagement circumstances.

Illustration 1: The offering involves athe public’securities offering in the
United States of America-inthe United Statesof America:

| 30 June20X1

The Board of Directors / Audit Committee]

[Company Limited
[Address]

| [SpensersiManagers-Limited]The L ead Manager and Dealers
Addressee]
[Date]

| Dear Sirs:

JPROPOSED [insert type of offering] ISSUE BY [insert issuer name] (“the

Issuer”)
35

We attach as Appendix | a copy of the Offering Circular entitled [insert name
] and dated [insert date—] which we have initialled for identification
purposes. We attach as Appendix Il a copy of the arrangement-engagement
letter dated [insert datee-] (the “Arrangement-Engagement Letter”), the
terms of which have been agreed between us, are deemed to have been
incorporated in this comfort letter and govern the matters addressed by this

| comfort letter and its use. The terms of the ArrangementEngagement Letter
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are amended by the terms of this comfort letter to the extent expressly set out
herein.

This letter is addressed to the Directors of the Issuer, to the Lead Manager
(“the Lead Manager™) and to each of the [other managers whose names are
set out above] [the Managers identified in Appendix 1 of the Engagement
Arrangement Letter] who have agreed to participate in the proposed issue of
[the Securities] (“the Issue”) provided they have validly authorised the Lead

Manager to accept the Engagement Arrangement Letter on their behalf.
Together with the Lead Manager, they are referred to as “the Managers”.

This letter is furnished solely for the private information of its addressees in
the context of the due diligence procedures that you undertake, or
mtendp#eeu%e to be undertaken,

Hm&m connectlon with the contents of the Offerlng Clrcular for the purpose
of any defence-in such context that you may wish to advance in any claim or
proceeding in connection with the contents of the Offering Circular on the
basis set out in the Engagement Arrangement-Letter. Accordingly this letter
is addressed to you for that purpose and may not.be relied on by you or used
for any other purpose, nor be referred to'in any other document (except that
reference may be made to its existence in any contract or other
communication between the Issuer and/or the Managers and/or ourselves),
nor made available to any other party (except that a copy may be included in
the bible of transaction documents memorialising the Issue prepared for the
Issuer and the Managers).

We will not accept any responsibility to any other party to whom our letter is
shown, or into whose hands it may come (including any Manager who has
not validly authorised the Lead Manager to accept the Engagement,

Arrangerment-Letter).
In accordance with the terms of the Engagement Arrangement Letter referred

Italic

Formatted:

Font:

10 pt, Not Bold, Not

[ Formatted:

Font:

10 pt, Not Bold

)

to above we have read the sections of the Offering Circular identified below.

We have performed the engagement in accordance with Australian Standard
on Assurance Engagements ASAE 34xx Auditors’ Comfort Letters, issued by

the Australian Auditing and Assurance Standards Board.

JFinancial Information

On pages [insert pages ], the Offering Circular sets out certain financial
information for the [three] years [and six/three months] ended [insert dates]
of the Issuer. We have read this information and have compared it with that
shown in the audited financial statements [and the unaudited published
interim financial statements for the [six/three] months ended [date]] of the
Issuer. We confirm that this financial information has been accurately
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extracted from the audited financial statements for the relevant years [or, as
the case may be, the published reviewed interim financial statements for such

period].

DOther Financial

Information,

For the purposes of this letter, we have also read the items that you have
identified as indicated on the attached copy of the Offering Circular [by the
symbols explained below]* and confirm that the relevant items have been
accurately extracted or derived from their respective sources or have been
correctly calculated as follows:

Compared to the audited financial statements of
the Issuer at [insert date] and found them to be in

agreement.

{b)}——Compared to and found to be in agreement with

[describe document] which-the Issuer has represented was
[prepared/derived] from.the accounting records. We have
not traced the information to the accounting records

themselves.

Changes in Financial Position

Recomputed the [percentages/ratios etc.]
and found them'to be correctly calculated.

<«

For the purpose of this letter, we have performed the following
negativehrited procedures:

1. H—We have:

(a)

ot

bodies] of the Issuer held since [insert the date of its last
published annual financial statements] as set out in minute
books at [insert date] (the “cut off date™) ([together
with/excluding] the papers provided to the board for that
meeting™), which the directors have advised us are

complete; and

ED XX/11

EXPOSURE DRAFT

<«

read the minutes of meetings of [identify <«

[ Formatted: Font: 10 pt

[ Formatted: Font: Bold

[ Formatted: ListBullet

[ Formatted: Font: Bold

Formatted: ParalLevell, Outline
numbered + Level: 1 + Numbering
Style: 1, 2, 3, ... + Startat: 1 +
Alignment: Left + Aligned at: 0 cm +
Tab after: 1.25 cm + Indent at: 1.25
cm

[ Formatted: ParalLevel2

Formatted: ParalLevel2, Outline
numbered + Level: 2 + Numbering
Style: a, b, ¢, ... + Startat: 1 +
Alignment: Left + Aligned at: 1.25cm
+ Tab after: 2.5 cm + Indent at: 2.5
cm




Proposed Standard on Assurance Engagements ASAE 34XX
Auditors’ Comfort Letters

| (b) read the [insert date of latest] unaudited management - [Formatted: ParaLevel?

accounts for the [insert number of months ] months ended
[insert date] (the “[Month, this year] management
accounts”) (which the directors have advised us are the
most recent management accounts available) and the
corresponding unaudited management accounts from the
previous year (the “[Month, last year] management
accounts”).

Our objective in reading the documents referred to in Paragraphs 1(a).and (b)
above is to identify those matters which, in our view, might, primafacie, be
expected to impact the figures and ratios set out in Paragraph (3) below. In
the case of the minutes referred to in Paragraph (1) (a) above, our objective is
also to identify such matters in those minutes from.which it is evident
without further enquiry that the events reported or decisions of the Board
[will/would] be given accounting recognition in accordance with Australian
Accounting Standards and other mandatory professional reporting
requirements in the next published financial statements of the Issuer
following the date of this letter [if those financial statements were being
prepared in accordance with Australian Accounting Standards] (being matters
| that will be disclosed under Paragraph (5) (c).below).

| 2. 2>——We have made enquiries of [give name and positions of < [Formatted: ParalLevell

directors, managers and other staff of the Issuer with responsibility
for financial and accounting matters to whom enquiries were
addressed] (the “Persons Responsible for Financial and Accounting
Matters”) as to whether:

(a) {a——those matters identified by us in the course of the
work undertaken pursuant to Paragraph (1) above have
been reflected in the [month, this year] management
accounts upon which the figures and ratios referred to in
Paragraph (3) below are based; and

(b) the [Month, this year] management accounts have been
prepared and presented on a basis consistent with the
accounting policies normally adopted by the Issuer and
applied in preparing the [insert date of latest] audited
financial statements.

| 3. {3——We have compared the amounts shown in Appendix 111
prepared by management of the Issuer, (the “Schedule”), relating to
| [specify items® e.g. revenue, profits before tax, net interest
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expense, depreciation of fixed assets, share capital, long-term debt,
net current assets, total current assets and total current liabilities] to
the [month, this year] management accounts, [month, last year]
management accounts or [insert date of latest] audited financial
statements as appropriate and found them to be in agreement. [We
have recomputed the ratios set out in the schedule on the bases set
out therein and found them to be correctly calculated.]]

| 4. 4y ——The procedures described above do not constitute an audit
or review made in accordance with any generally accepted auditing
standards. Nor do they provide any assurance that the [month, this
year] management accounts have been prepared on a basis
consistent with the [month, last year] management accounts, that
such management accounts have been prepared in a reliable manner
or that either have been prepared on‘a basis consistent with the
[insert date of latest] audited.financial statements. Consequently,
our procedures would not'necessarily reveal matters of significance
with respect to the comments made.in the following Paragraphs and
we make no representations as to.the sufficiency for your purposes
of any such procedures.

| 5. {5——Solely on the basis of the foregoing procedures we note and
draw to your attention:

| (a) [Insert findings in relation to the matters referred to in
Paragraph (3) above which are relevant to the conclusion in
Paragraph (6) below;]

(b) [Insert changes, if any, identified in the basis of preparing <« —— [Formatted: ParaLevel2

or presenting the accounts reviewed or, if there are none,
state this; and]

| (c) [Insert matters revealed by the minutes of the Issuer from
which it is evident without further enquiry that the events
reported or decisions of the Board will be given accounting
recognition [in accordance with the applicable professional
guidance referred to in the final Paragraph of Paragraph (1)]
in the next published financial statements of the Issuer
following the date of this letter or, if there are none, state
this.]

6. {6)——[Except for the matter(s) detailed in Paragraph (5) above],

{nN/nJothing came to our attention as a result of the foregoing
procedures that caused us to believe that:

| etter-
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| (a) at [insert date of latest management accounts] there were
any decreases in the [specify items e.g. share capital, net
current assets, total current assets] or increase in [specify
items e.g. long-term debt, current liabilities] of the Issuer
compared with the corresponding figures in the [insert date
of latest] audited financial statements; and

(b) in the period from [insert date of first day after end of last
audited financial statements] to [date of latest management
accounts] there was any decrease in [specify items e.g.
revenue, profit before tax] or increase in [specify items e.g.
interest expense, costs of goods sold], compared to the
corresponding period in the preceding year as shown in the
[month, last year] management-accounts.

| 7 A—Since the Directors-have advised us that no financial
statements-have been prepared up to any date subsequent to [insert
date of latest management accounts]; the procedures carried out by
us with respect to'changes in financial statement items after [insert
date of latest management accounts] have of necessity been even
more limited than those carried out for the period up to that date. Up
to the cut off date, we have made enquiries of the pPersons
rResponsible for frinancial and aAccounting mMatters identified in
Paragraph(2) above as to:

| (a) {&———whether there has been any decrease in [specify
items e.g. share capital, net current assets, net assets
[same items as in Paragraph (6)]] or increase in [specify
items e.g. long term debt [same items as in Paragraph (6)]]
at the cut off date as compared with the amounts shown in
the [insert date of latest] audited financial statements of the
Issuer; and

end of last audited financial statements] up to the eut
offcut-off date there have been any decreases in [specify
items e.g. revenue, profit before tax [same items as in
Paragraph (6)]] as compared with the corresponding period
in the preceding year.

‘ (b) whether for the period from [insert date of first day after

| The pPersons rResponsible for fRinancial and aAccounting mMatters
identified in Paragraph (2) above confirmed that [-save for the matters set
out in Paragraph (5) above and save for [insert changes communicated by

| persons responsible for financial and accounting matters J;] they were not
aware of any such increase in [specify items] or decreases in any of the other
items in Paragraph (7) (a) or (b) above. On the basis of the responses to these
enquiries and our reading of the minutes as described in Paragraph (1) above,
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nothing has come to our attention which causes us to believe that [, save for
the matters set out in Paragraph (5)(a) above,] there has been any such
increase or decrease.

General ~( Formatted: Font: Bold

[ Formatted: ParalLevel2

Any opinions expressed on financial information outside the context of the

EngagementArrangement Letter were or are expressed solely in the context : [ Formatted: Font: Not Italic
of the specific terms and conditions governing their preparation. In
particular, the terms of the Engagement Arrangement Letter and any action : [ Formatted: Font: Not Italic

pursuant to it shall be additional to and shall not detract from or change in
any way any legal rights which any party to this.letter may otherwise have
acquired, whether in contract or in tort, in connection with our audits of the
financial statements of the Issuer. Save as may be expressly recorded in this
letter, we do not-accept any responsibility for any other reports or letters
beyond.any responsibility that we owed to those to whom our reports or
letters were addressed at the date of their issue.

Standards-Board-
Our work did not extend to-the period from the eutoffcut-off date to the date
of this letter.

This comfort letter may only be relied upon in respect of the matters to which
it refers and as of its date. In relying upon this comfort letter, you agree (save

as otherwise expressly agreed in the Engagement Arrangement-Letter) that : [ Formatted: Font: Not Italic

we have no responsibility to and we will not perform any work subsequent to
the date of this comfort letter nor to consider, monitor, communicate or report
any events or circumstances which may occur or may come to light
subsequent to the date of this letter.

Standards—This letter is not intended to be relied on in the jurisdiction of the
United States of America and we accept no responsibility for any use that
you may make of it in the United States of America. Subject always to the
previous sentence, it may be disclosed, referred to and/or produced as
provided for in paragraph 10 of the Arrangement-Engagement L etter.
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Yours faithfully
Partner

Firm Name

Dr
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Appendix 8
(Ref: Para. 64)
EXAMPLE AUDITORS’ LETTER - U.S. STYLE

(No Representation Letter Received) < { Formatted: Heading 3, Left

The following illustrative letter represents an example U.S. Style. auditor’s
comfort letter that can be tailored for specific engagement circumstances.

Illustration 2: The offering involves the public securities offering.

The Board of Directors / Audit Committee]
Company Limited]

[Address]
The Lead Manager and Dealers
[Addressee]
[Date]
Dear Sirs
We have.audited the consolidated financial statements of Fhe-Blank
Ry e - [the company]} and subsidiaries; which _{ Formatted: Font: 10 pt, Not Bold,
comprisetha-consolidated-balanee sheetsas of Becember3t Italic
20X5-and-20x4[date].
| Formatted: Font: 10 pt, Not Bold,
Italic

-

000, - —Our report with respect thereto is
included in the offering circular. The offering circular dated [date]dtne-36;
208, is herein referred to as the offering circular.

We have performed the engagement in accordance with Australian Standard
on Assurance Engagements ASAE 34xx Auditors’ Comfort Letters, issued by
the Australian Auditing and Assurance Standards Board.
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We have not audited any financial statements of the company as of any date
or for any period subsequent to [date]December-31-20X5; although, we have
conducted an audit for the year ended [date]Becember31,-20X5, the purpose
(and, therefore, the scope) of the audit was to enable us to express our
opinion on the consolidated financial statements as of [date], December31;
20X5; and for the year then ended, but not on the financial statements for any
interim period within that year. Therefore, we are unable to and do'not
express any opinion on the unaudited

financial statements as of [date].Mareh-31,20X6;

1. At your request, we have read the minutes of meetings of the -

stockholders, the board of directors, and [include other appropriate
committees, if any] of the company as set forth in the minute books
at [date], officials of the company having adviséd us that the
minutes of all such meetings through that.date were set forth therein
and having discussed with us the unapproved minutes of meetings
held on [dates], we have carried out other procedures to [date], as

follows:

[date]Mareh-31,-20X6-and-20X5, we have:—

(i) {H-Read the unaudited cendensed-conselidated
financial statements as of
[date]Mareh-3120%6. Officials of the company
have advised us that no financial statements as of
any date or for any period subsequent to [date]May
31,206, were available.

(i) Inquired of certain officials of the company who
have responsibility for financial and accounting
matters whether the unaudited condensed

ED XX/11 - 143 - EXPOSURE DRAFT
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consolidated financial statements referred to in
(a)(i) are in conformity with generally accepted
accounting principles applied on a basis
substantially consistent with that of the audited
consolidated financial statements included in the
offering circular. Those officials stated that the
unaudited condensed consolidated financial
statements are in conformity with generally
accepted accounting principles applied on a basis
substantially consistent with that of the audited
consolidated financial statements.

(b) b—With respect to the period from [date] Aprit-1,20X6-to

ED XX/11

May-31-20X6, we haveive—

—#)-Read the unaudited condensed consolidated

financial statements of the company for

date], furnished us
by the company; and agreed the.amounts included
therein with the company's accounting records.
Officials of the company have advised us that no
financial statements as of any date or for any

period subsequent to datelMay%i—.%@X@ were

available.

fer—ApM—and—May—wweempJeMﬁat—memﬂ&the
statements-of-cash-flows-and-other-disclosures]}

(1)

(i) {H)—Inquired of certain officials of the company

who have responsibility for financial and
accounting matters whether (1) the unaudited
condensed consolidated financial statements
referred to in (b)(i) are stated on a basis
substantially consistent with that of the audited
consolidated financial statements included in the
offering circular, (2) at [date]May-31,-20X86, there
was any change in the capital stock, increase in
long-term debt, or any decrease in consolidated net
current assets or stockholders' equity of the
consolidated companies as compared with amounts
shown in the [date]Mareh-31-20X6, unaudited
condensed consolidated balance sheet included in
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the offering circular, and (3) for the period from
[date] tApri-1,20X6-to [date]May-31,-20X8, there
were any decreases, as compared with the
corresponding period in the preceding year, in
consolidated net sales, or in the total or per-share
amounts of income before extraordinary items or
of net income.

Those officials stated that: D [Formatted: Indent: Left: 3.75 cm J
. -{&)-the unaudited condensed consolidated « -
financial statements referred tosin (b)(ii) [ Formatted: ListBullet3 ]

are stated on a basis substantially
consistent with that of the audited
consolidated.-financial statements included
in the offering circular,

. {2)at [date]May-31,20X86, there was no

change in‘the capital stock, no-increase in
long-term debt, and no.decrease in
consolidated net currént assets or
stockholders' equity of the consolidated
companies as compared with amounts
shown in the [date]Mareh-31,-20X86,
unaudited condensed consolidated
balance sheet included in the offering
circular, and

——{3)there were no decreases for the period
from [date] April-1;20X6-to [date]May
31,206, as compared with the
corresponding period in the preceding
year, in consolidated net sales or in the
total or per-share amounts of income
before extraordinary items or of net
income.

¢

As mentioned in 1(b), company officials have advised us
that no financial statements as of any date or for any period

subsequent to [date]May-31,20X6, are available;

accordingly, the
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procedures carried out by us with respect to changes in
financial statement items after [date]May-31;

(c) 20X86, have, of necessity, been even more limited than
those with respect to the periods referred to in 1(a) and
1(b). We have inquired of certain officials of the company
who have responsibility for financial and accounting
matters whether (i) at [date]dune-25-20X8, there was any
change in the capital stock, increase in long-term debt, or
any decreases in consolidated net current assets or
stockholders' equity of the consolidated companies as
compared with amounts shown on the [date]March-31;
206, unaudited condensed consolidated balance sheet
mcluded in the offering circular-or (ii) for the period from
[date], April-1-20X6-to-June-25;20X6-there were any.
decreases, as compared with the corresponding period in
the preceding.year, in consolidated net sales or in the total
or per-share amounts of income before extraordinary items
or of net'income.

Those officials referred to above stated that (i)at [date]dune-25,20%86, there
was no change in the capital stock, no increase in long-term debt, and no
decreases in consolidated net current assets or stockholders' equity of the
consolidated companies as compared with amounts shown on the

date]Mareh-31,-20X%6, unaudited condensed consolidated balance sheet, and
(ii) there were no decreases for the period from [date] AprH-1-20X6-to

date]dune-25:20X6, as compared with the corresponding period in the
precedingyear, in consolidated net sales or in the total or per-share amounts
of income before extraordinary items or of net income.

< '[Formatted: Paralevell, Space Before: }
6 pt

“equ For purposes of thls Ietter we

stockholders-equity;-and-cash-flows2.—

have also read the items identified by you on the attached copy of
the securities offering and have performed the following procedures,
which were applied as indicated with respect to the symbols
explained below:

@ —Compared the amount with the X¥Z [{Predecessor <« [Formatted: ParaLevel2 J
Company]} financial statements for the period indicated and -
found them to be in agreement. [Formatted: Font: Italic j

(b) 7iCompared the amount with the [Predecessor
Company] X¥-Z{Predecessor-Company) financial
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statements for the period indicated included in the securities
offering and found them to be in agreement.

| (c) #7Compared the amount with -ABG-[Company]'s [ Formatted: Font: Italic

financial statements for the period indicated included in the
securities offering and found them to be in agreement.

| (d) —Compared with a schedule or report prepared by the
Company and found them to be in agreement.

| ———3—Our audits of the consolidated financial statements for-the periods
referred to in the introductory paragraph of this letter comprised
audit tests and procedures deemed necessary for the purpose of
expressing an opinion on such financial statements taken as a whole.
For none of the periods referred to.therein, nor for any other period,
did we perform audit tests for the purpose of expressing an opinion
on individual balances-ofaccounts or summaries of selected
transactions such asthose enumerated above, and, accordingly, we
express no opinion thereon.

3.

——4It should be understood that we have no responsibility for

establishing (and did not establish) the scope and nature of the

| procedures enumerated in paragraphs 1 to 2—3 above; rather, the
procedures enumerated therein are those the requesting party asked
us to-perform. Accordingly, we make no representations regarding

| questions of legal interpretation2 or regarding the sufficiency for

your purposes of the procedures enumerated in the preceding

paragraphs; also,

4. such procedures would not necessarily reveal any material
misstatement of the amounts or percentages listed above as set forth
in the offering circular. Further, we have addressed ourselves solely
to the foregoing data and make no representations regarding the
adequacy of disclosures or whether any material facts have been
omitted. This letter relates only to the financial statement items
specified above and does not extend to any financial statement of the
company taken as a whole.

5. 5—The foregoing procedures do not constitute an audit conducted in
accordance with Australiangeneraty-accepted Aauditing Sstandards.
Had we performed additional procedures or had we conducted an

audit or a review of the company's Mareh-31-Apri30,-or-May-3%;
20X6-and-20X5[date], condensed consolidated financial statements [Formatted: Font: Italic
in accordance with generally accepted auditing standards

| established by the American-Institute of Certified Public [ Formatted: Font: Ialic
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Accountants-other matters might have come to our attention that
would have been reported to you.

6. 6—These procedures should not be taken to supplant any additional
inquiries or procedures that you would undertake in your
consideration of the proposed offering.

7. #—This letter is solely for your information and to assist you in your
inquiries in connection with the offering of the securities covered by
the offering circular, and it is not to be used, circulated, quoted, or
otherwise referred to for any other purpose, including but:not limited
to the registration, purchase, or sale of securities, nor is it to be filed
with or referred to in whole or in part in the offering document or
any other document, except that reference.may be made to it in any
list of closing documents pertainingto the offering of the securities
covered by the offering document.

8. 8—We have no responsibility to update this letter for events and
circumstances occurring after_[date].

June-25-20X6-

Yours faithfully

Partner
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and-fMayl]-of-both-[20x0]-and-[20x1]-furnished-to
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Appendix 92
(Ref: Para.-55)

EXAMPLE ENGAGEMENTBRING DOWN
COMFORT LETTER

The following illustrative letter includes example-terms-ofengagementa bring
down comfort letter and that can be tailored for specific engagement,
circumstances.

Illustration-L: The offering involves a public securit_ies pfferinq issugd

subsequently to the original comfort letter. Fhe-offering-involves the-issueof

The Boardof Directors / Audit Committee]
Company Limited]
[Address]

The Lead Manager and Dealers

[Addressee]

[Date]
Dear Sirs Private-and-confidential
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We refer-to our letter of [insert date] relating to the [Offering Memorandum]
dated [insert date] of Client Company Limited (the “Company”). We
reaffirm as of the date hereof, and as though made on the date hereof, all
statements made in that letter, except that for the purposes of this letter:

1. The registration statement to which this letter relates is as amended <« Formatted: ParaLevel1, Outline
on [effective date], numbered + Level: 1 + Numbering
‘ Style: 1,2, 3, ... + Start at: 1 +
Alignment: Left + Aligned at: 0 cm +
\ Tab after: 1.25 cm + Indent at: 1.25
2. The reading of minutes described in [paragraph number] of that cm

letter has been carried out through [the new euteffcut-off date]. ‘ [ Formatted: English (UK.

3. The procedures and inquiries covered in [paragraph number] of that
letter were carried out to [the new eutoffcut-off date] (our work did
not extend to the period from [date of letter], inclusive).
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4. The period covered in [paragraph number] of that letter is changed
to the period from [Date] officials of the Company having advised
us that no such financial statements as of any date or for any period

subsequent to [Date], were available.

The references to [Date], in [paragraph number] of that letter are

changed to [Date].

6. This letteris solely for-the information-of the addressees and to
assist the [manager/agent] in conducting and documenting their
investigation of the affairs of the Company in/connection with the
offering of securities covered by the [Offering Memorandum], and it
is not to be used, circulated, quoted or otherwise referred to for any
purpose, including but not limited to the purchase or sale of
securities, nor is it to be filed with or referred to in whole or in part
in the [Offering Memorandum] or any other document, except that
reference’'may be made to it in the Purchase Contract, or in any list
of closing documents pertaining to the offering of the securities

covered by the [Offering Memorandum].

Yours faithfully

Partner

<
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