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Appendix: Examples of Reports of Compliance Engaggm

Compliance with this Standard is mandatory in terms of Rule 11 of the Code of Ethics.

SAE 3100, “Compliance Engagements” is to be read in the context of the Explanatory Foreword to Engagement
Standards and the Framework for Assurance Engagements issued by the New Zealand Institute of Chartered
Accountants and in conjunction with ISAE (NZ) 3000, “Assurance Engagements Other than Audits or Review of
Historical Financial Information.”
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I ntroduction
Purpose

1. This Standard on Assurance Engagements (SABblestes mandatory
requirements and provides explanatory guidance niembers undertaking
assurance engagements to report on an entity’s l@mp with requirements
established in legislation or regulations, agredsjecontracts or similar, or
which are internally-imposed by the entity.

Scope

2. Compliance is an outcome of an entity meetirsgvirious obligations. An
entity may have obligations to comply with requients that are either:

(@) externally-imposed, for example requirememstablished in laws,
regulations, agreements, contracts or similar; or

(b) internally-imposed, for example requirememtsntained in standards,
codes or policies adopted by the entity.

3. A member may be engaged to provide assuranddeomntity’'s compliance
with such requirements as measured by suitablerierit

4. The Framework for Assurance Engagements (thenéw@rk) notes that an
assurance engagement may be either an “asserts&abengagement” or a
“direct reporting engagement”.

(@ In an assertion-based engagemenhe responsible party asserts
compliance with requirements. The member evalu#tes responsible
party’s assertion(s) and expresses a conclusiaheirform of an opinion
on those assertions to enhance confidence in gestas(sy.

(b) In a direct reporting engagementhe member directly evaluates
compliance with requirements, and expresses a asiod in the form of
an opinion on the entity’'s compliance with thosguieements to the
intended users in a compliance report.

This SAE applies to compliance engagements tadithgr of these forms.

5. The compliance engagement may be either a ‘nadd® assurance
engagement” or a “limited assurance engagenfent”.

6. This SAE does not address those situations wdenember who is appointed
to audit an entity’s financial statements is reedito report under applicable
legislation on other matters, in addition to expmeg an opinion on the
financial statements, without carrying out procedguadditional to those carried
out in the normal course of the audit of the finahstatements. For example,
when an auditor is required to:

¥ The member may also word their opinion direct§ee the Framework for Assurance Engagements,

paragraph 56.

*  For an explanation of these terms see parag&phs51 of the Framework.
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(&) report certain matters if they come to thditau’'s attention during the
course of the audit of the financial statements, dsample matters
specified in legislation applicable to regulatedtitess that must be
reported to a regulator or supervisor; or

(b) report on specific matters in addition to theport on the financial
statements, such as the adequacy of the accountioks and records,
where the relevant law or regulation requires amps the auditor to
report on these other responsibilities togethehwhe auditor’s report on
the financial statements

Effective Date

7. This SAE is effective for assurance engagemeatsmencing on or after 1
January, 2010. Earlier application is permissible.

Obj ectives (Ref: Para. A1)
8. The objectives of the member are to:

(2) obtain assurance about whether, in all nategspects, an entity has
complied with requirements contained in legislationegulation,
agreements, contracts or similar, or internally-osgd standards, codes or
policies; and

(b) express clearly the member’s conclusion a ¢ompliance in the form of
an opinion, in accordance with the member’s finding

Definitions
9. For purposes of this SAE the following terms dalkie meanings attributed
below:
(@) Applicable Requirements — the requirementsabdished in laws,

regulations, agreements, contracts, standardssaodaolicies with which
the entity is required to comply.

(b) Compliance- adherence by the entity to the applicable remerds as
measured by suitable criteria.

(c) Compliance Breach - an instance of non-coamgke with applicable
requirements.

(d) Compliance Engagement - an assurance engagemeitich a member
expresses a conclusion in the form of an opiniceraévaluating an
entity’s compliance with the applicable requirensent

® ISA (NZ) 700, “Forming an Opinion and Reporting &inancial Statements”, paragraphs 38-39,
address other reporting responsibilities that atitaumay have that may form part of the auditor’s
report on an entity’s financial statements.



(€)

(f)

(9)

(h)

(i)

()
(k)

()

SAE 3100

Compliance Engagement Risk - the risk that a menggresses an
inappropriate opinion when the entity is materiafn-compliant with the
applicable requirements.

Compliance System — the systems or programnmeguding internal
controls, established within an entity to providasonable assurance that
the entity complies with applicable requirements.

Intended Users - the person, persons or dagsersons for whom the
member prepares the report for the compliance eargegt. The
responsible party can be one of the intended ubatszannot be the only
one.

Limited Assurance Engagement - a compliaesgagement where the
member’s objective is to reduce compliance engagemsk to a level
that is acceptable in the circumstances of the gergantput where that
risk is greater than that for a reasonable assaramgagement, as the
basis for a negative form of expression of the marstopinion. A review
engagement is a limited assurance engagerrefitPara. A2)

Material -

(i) in relation to potential (for risk assessmentposes) or detected (for
evaluation purposes) compliance breaches: breadhes are
significant, individually or in aggregate, in thentext of the entity’s
compliance with applicable requirements, and th#fieca the
member’s opinion; and/or

(i) in relation to an entity’s compliance systeimstance(s) of deficiency
that are significant in the context of the entitg@ntrol environment
as it affects achievement of the entity’'s complerbjectives, and
that may increase the compliance engagement rifficisatly to
affect the member’s opinion.

Member — a member of the New Zealand In&titwf Chartered
Accountants.

Professional Scepticism — an attitude tmaiudes a questioning mind,
being alert to conditions that may indicate possitm®mpliance breaches.
An attitude of professional scepticism means thenbexr makes a critical
assessment of the validity of evidence obtained iaralert to evidence
that contradicts or brings into question the religbof documents or
representations by the responsible party.

Reasonable Assurance Engagement - a conggliangagement where the
member’s objective is a reduction in complianceagggnent risk to an

acceptably low level in the circumstances of thgagement as the basis
for a positive form of expression of the membensnemn. Reasonable

assurance means a high, but not absolute, levatsifrance. An audit
engagement is a reasonable assurance engagereerfara. A2)
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(m) Responsible Party - the person(s) withireatity who:

(i) in a direct reporting engagement, is resgaesior the subject matter,
(that is, ensuring compliance with applicable reguients).

(i) in an assertion-based engagement, is redplerfer the subject matter
informatior? (assertions with regard to the evaluation or mesasant
of the subject matter applying suitable criteriaa@ocordance with
applicable requirements) on which the member egpsean opinion
in the report.

The responsible party may or may not be theypatio engages the
member (the engaging party).

(n) Suitable Criteria the benchmarks or bases that suéableto be used to

evaluate the entity’'s compliance with the applieal®quirements(Ref:
Para. A3)

Requirements

Ethical Requirements

10. The member shall comply with the requiremeifithhe Code of Ethicand the
Code of Ethics: Independence in Assurance Engagsritethe extent relevant
to the circumstances of the compliance engagem&he concept of
independence is fundamental to the member’s cong@iavith the principles of
integrity and objectivity.

ISAE (NZ) 3000
11. In addition to this SAE, the member shall compith:

(&) the generic requirements for assurance engags contained in
ISAE (NZ) 3000; and

(b) other relevant SAEs or ISAEs (NZ).

Quality Control

12. The member shall implement quality control proceduthat apply to the
individual engagement, in accordance with ProfesdiGtandard No. uality
Control.

Acceptance and Continuance of Compliance Engagements

13. The member shall accept (or continue where iGgipe) a compliance
engagement in accordance with ISAE (NZ) 3000.

®  For anunderstandingof “subject matter” and “subject matter informatiosee the Framework,
paragraphs 8, 9 and 30.
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Appropriateness of the Subject Matter

14. As required by ISAE (NZ) 3000, the member shafless the appropriateness of
the subject matte(Ref: Para. A4 — A6)

15. If the member concludes that the subject m&taot appropriate, the member
shall not accept (or continue where applicable)ethgagement, unless required
by law or regulation to do so.

16. If, after accepting the engagement, the memtecludes that the subject matter
is not appropriate, the member shall:

(a) consider withdrawing from the engagement,relpossible; or

(b) if withdrawal from the engagement is not poles express a qualified or
adverse opinion, or a disclaimer of opinion, as rappate, in the
member’s report.

Suitable Criteria

17. The member shall assess the availability otable criteria to evaluate
compliance with the applicable requiremelfesf: Para. A7 — A9)

18. If criteria are specifically developed by thember to evaluate or measure the
subject matter, for example because no establishédble criteria exist, the
member shall:

() if possible, obtain the acknowledgement @f plarties to the compliance
engagement (the responsible party and the intendeds) that those
criteria are suitable for the intended users’ pegso and

(b) if this acknowledgement cannot be obtainedsmter how that will affect
the member’s attempt to assess the suitabilityhef driteria, and the
information provided about the criteria in the memb report.

19. If the member concludes that the criteria aresunitable, the member shall not
accept (or continue where applicable) the engagemeless required by law or
regulation to do so.

20. If, after accepting the engagement, the membecludes that the criteria are
not suitable, the member shall:

(@) consider withdrawing from the engagement,relpossible; or

(b) if withdrawal from the engagement is not poles express a qualified or
adverse opinion, or disclaim the opinion, as appatg, in the member’s
report.

Responsibilities of the Responsible Party

21. The member shall accept (or continue where iGgpe) a compliance
engagement only if, in agreeing the terms of thgagement, the responsible
party acknowledges and understands its respongifali:
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(&) the entity’'s compliance with applicable reguients and any assertions
made relating to compliance;

(b) designing, implementing and maintaining a pbamce system to provide
reasonable assurance that the entity complies waibplicable
requirements; and

(c) providing the member with:

(i) access to all information that is relevantthe@ member’s evaluation
of the entity’'s compliance with the applicable regments and,
where applicable, related assertions by the redplensarty;

(i) any additional information that the membemaynrequest for the
purpose of the engagement; and

(i) in so far as the responsible party is ahlarestricted access to any
party from whom the member determines it necessarybtain
evidence.

If the responsible party imposes a limitationtloe scope of the member’s work
in terms of the proposed compliance engagementthiatlthe member believes
the limitation will result in the member disclaingiran opinion, the member
shall not accept such a limited engagement, umézgsred by law or regulation

to do so.

Agreeing the Terms of the Compliance Engagement (Ref: Para. A10 — A14)

23.

24.

25.

26.

The member shall communicate or agree on thasteof the compliance
engagement with the responsible party, and with ithended users where
appropriate.

The agreed terms of engagement shall be retanderiting or other suitable
form by the member and be forwarded to the resptmgarty, and to the
intended users where appropriate.

Where the compliance engagement is undertakesugnt to legislation or
regulation, the minimum compliance engagement testmadl be those contained
in the legislation or regulation.

The member shall include the following matténsthe agreed terms of
engagement:

(@) the objective(s) and purpose of the compkarengagement, and
specifically whether it is a limited assurance oreasonable assurance
engagement;

(b) the scope of the compliance engagement, leatdthie engagement will be
completed in accordance with ISAE (NZ) 3000 and tBAE, and any
other SAEs or ISAEs (NZ) applicable to the engagame

(c) reference to the criteria to be used by tleeniver to evaluate or measure
compliance, where this is not obvious;
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the respective obligations and responsiegitof the member and the
responsible party;
the identified intended users of the asswaaport; and

the expected form of the report that will tain the member’s conclusion
in the form of an opinion, and any restrictionsdistribution or use of the

report.

Changes to the Engagement

27.

If the responsible party requests a changedrstope of the engagement before
the completion of the engagement, the member $lealatisfied that there is

reasonable justification for the changref: Para. A15)

28. |If

such a change is made the member shall isoéghrd evidence that was

obtained prior to the change.

Planning and Perfor ming the Compliance Engagement

29.

The member shall plan a compliance engageneetttas it will be performed

effectively.(Ref: Para. A16-A20)

30. The member shall plan and perform a compli@mgagement with professional
scepticism recognising that circumstances may éxatcause the entity not to

be compliant with the applicable requirements.

Understanding the Entity

31.

The member shall obtain an understanding ofetfity and its compliance
system, the applicable requirements, suitable r@it@nd other relevant

engagement circumstances, sufficient to identifg assess the risks of the
entity’s non-compliance with the applicable reqoients, and sufficient to
design and perform further evidence-gathering poes (Ref: Para. A21 — A22)

Elements of an Entity’'s Compliance System

32. When planning a compliance engagement the mershall obtain an
understanding of the entity’s compliance systemdoalment the key elements
of the system to facilitate the design of apprdpri@vidence-gathering

procedures(Ref: Para A23)

Materiality and Compliance Engagement Risk

33.

34.

35.

The member shall consider materiality and d@npe engagement risk when
planning and performing a compliance engageniRat.Para. A24 — A25)

The member shall reduce compliance engagemsktto a level that is
acceptable in the circumstances of the compliangagement(Ref: Para. A26—-
A28)

If material deficiencies in the entity’s congpice system come to the member’s
attention in the course of the engagement, the raesiiall assess the impact of
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those deficiencies on compliance engagement ris#, tae implications for
planning and performing the engagemeréf: Para. A29)

36. The member shall make the responsible party iatehded users, where
appropriate, aware as soon as practicable of matificiencies in the entity’s
compliance system that have come to the membeestain.

Obtaining Evidence

37. The member shall obtain sufficient appropriateglence on which to base the
opinion, having regard to whether the compliancgagement is a reasonable
assurance engagement or a limited assurance engag@af: Para. A30-A35)

Using the Work of an ExpeRef: Para. A36 — A37)

38. When the work of experts is used in performasfc@ compliance engagement,
the member shall:

(&) agree, in writing when appropriate, the failog matters with the expert:
() the nature, scope and objectives of that gigork;
(i) the respective roles of the member and éxatert; and

(ii) the nature, timing and extent of communiocatbetween the member
and that expert, including the form of any repartbe provided by
that expert;

(b) adopt appropriate quality control proceducesering the work of any
experts the member engages in the collection anti@ion of evidence
to obtain sufficient appropriate evidence about ¢émity’s compliance
with applicable requirements; and

(c) be involved in and understand the work foichtthe expert is used, to an
extent sufficient to:

() obtain sufficient appropriate evidence thée texpert's work is
adequate for the purpose of the compliance engageared

(i) be able to accept responsibility for the ripn expressed in the
member’s report.

Using the Work of Internal Auditors

39. The member shall obtain an understanding ofaipects of the internal audit
function that are relevant to the compliance engeayg. (Ref: Para. A38 — A39)

40. The member shall determine:

(a) whether the work of the internal auditors is likétybe adequate for the
purposes of the compliance engagement; and

(b) if so, the planned effect of the work of théemmal auditors on the nature,
timing or extent of the members’ procedures.

10
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In determining whether the work of the interaadlitors is likely to be adequate
for purposes of the compliance engagement, the reestiall evaluate:

(a) the objectivity of the internal audit functio
(b) the technical competence of the internal tausti

(c) whether the work of the internal auditordikely to be carried out with
due professional care; and

(d) whether there is likely to be effective commumation between the internal
auditors and the member.

In determining the planned effect of the wofktfee internal auditors on the
nature, timing or extent of the member’s procedutes member shall consider:

(@) the nature and scope of specific work peréapor to be performed, by
the internal auditors;

(b) the significance of that work to the membe@clusions; and

(b) the degree of subjectivity involved in theakation of the evidence
gathered by the internal auditors in support oféhconclusions.

When the member uses specific work of the matieaudit function, the member
shall perform procedures to evaluate the adequithabwork.

To determine the adequacy of specific workgrened by the internal auditors
for the member’s purposes, the member shall evalwhbether:

(a) the work was performed by internal auditoavihg adequate technical
training and proficiency;

(b) the work was properly supervised, reviewed @ancumented,;

(c) adequate evidence has been obtained to etlablenternal auditors to
draw reasonable conclusions;

(d) conclusions reached are appropriate in th®ucistances and any reports
prepared by the internal auditors are consistettt thie results of the work
performed; and

(e) any exceptions or unusual matters disclogethé internal auditors are
properly resolved.

Representations by the Responsible Party (Ref: Para. A40 — A42)

45.

The member shall request written representatioom the responsible party,
based on the responsible party’s knowledge anéfdediving made appropriate
enquiries for them to be able to provide such regme@tions. The
representations should:

(@) acknowledge responsibility for the entity’sngaiance with applicable
requirements;

(a) state whether all information of which they aware, that is relevant to
the compliance engagement, has been made avdiathle member; and

11
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(b) state that they have disclosed to the membyof the following of which
they are aware:

(i) instances of non-compliance with applicaldguirements; and

(i) design deficiencies in the compliance systam instances where that
system has not operated as described.

46. If the responsible party does not provide omenwre of the written
representations requested by the member, the meshakr

(&) discuss the matter with the responsible party

(b) reconsider the member’'s assessment of tlegrity of the responsible
party; and

(c) take appropriate actions, including determgnihe possible effect on the
opinion expressed in the member’s report.

Evaluation and Communication of Compliance Breaches (Ref: Para. A43 — A45)

47. If compliance breaches come to the membermtadin during the engagement,
the member shall evaluate:

(@) whether the breaches are material, indivigwadd in aggregate;

(b) their impact on the member’'s assessment wiptiance engagement risk;
and

(c) the implications for the member's planned rapph for performing the
engagement under paragraph 29.

Communications with the Responsible Party

48. The member shall make the responsible partyeaas soon as practicable of
material compliance breaches which have come tonigmber’s attentionRef:
Para. A46)
Considering Subsequent Events (Ref: Para. A47)

49. The member shall consider the effect of eventarring up to the date of the
member’s report on:

(@) the entity’s compliance with applicable requments; and
(b) the member’s report.

Documentation

50. The member shall prepare, on a timely basisumentation that is sufficient
and appropriate to provide:

(@) abasis for the member’s opinion; and

(b) evidence that the compliance engagement w&®rmmed in accordance
with ISAE (NZ) 3000, this SAE and other relevantEAor ISAEs (NZ).
(Ref: Para. A48-A50)

12
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The member shall document discussions of sogmif matters with the
responsible party and others including when andh wihom the discussions
took place.

If the member has identified information thairiconsistent with the member’s
final conclusion regarding a significant mattee thember shall document how
the member addressed the inconsistency in fornmadinal conclusion.

The member shall complete the assembly of ithed Engagement file on a
timely basis after the date of the member’s report.

After the assembly of the final engagementtfds been completed, the member
shall not delete or discard documentation befoeeetid of its retention period.

If the member finds it necessary to modify &g engagement documentation
or add new documentation after the assembly ofittad engagement file has

been completed, the member shall, regardless afahee of the modifications

or additions, document:

(@ when and by whom they were made, and (whgpkcable) reviewed; and

(b) the specific reasons for making them .

Preparing the Report (Ref: Para. A51 — A53)

56.

S57.

The member shall conclude whether sufficiergrapriate evidence has been
obtained to support the opinion expressed in thalbee's report.

The member’s report shall be in writing andlistentain a clear expression of
the member's opinion about the entity’'s complianegh the applicable
requirements.

Content of the Report

58.

The member’s report shall include the followimasic elements, other than to
the extent that these requirements are inconsigigéimiegislation or regulation:

(a) atitle that clearly indicates the reporasindependent assurance report;
(b) an addressee;

(c) identification and description of the subjeuatter information (for an
assertion-based engagement) and, where appropha&tesubject matter
(for a direct reporting engagement) identified le tagreed engagement
terms;

(d) the period of compliance being reported ortteymember;
(e) identification of the criteria used,;

(H where appropriate, a description of any digant, inherent limitation
associated with the evaluation of compliance witie tapplicable
requirements;

(@) when the criteria used to evaluate the requénts are available only to
specific intended users, or are relevant only fospacific purpose, a

13
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statement restricting the use of the member’s tefwrthose intended
users and for that specific purpose;

when the report is intended for use by spetifusers only for the

specified purpose of the compliance engagementntdraber shall restrict

use of the assurance report to the specified iettnders for the purpose
stated in the report;

a statement to identify the responsible partyg to describe the respective
responsibilities of the member and of the respdagbrty;

a statement that the engagement was perfoimeatcordance with this
Standard and any other relevant ISAEs (NZ) or SAdfsl the level of
assurance obtained as the basis for expressiomeofopinion in the
member’s report;

a summary of the work performed;

the member’s opinion expressed:

() in the positive form, for a reasonable assueaengagement; or
(i) in the negative form, for a limited assurarengagement; and

(iif) where the member expresses an opinionithather than unmodified,
the member’s report shall contain a clear desomptif all the reasons
for any modification of the member’s opinion;

the date of the member’s report; and

the name of the firm or the member, and jtscefic location (ordinarily
the city where the member maintains the office tiest responsibility for
the engagement)Ref: Para. A54-A55)

Modifications to the Compliance Rep¢gef: Para. A56)

59.

The member shall not express an unmodified i@pinvhen the following
circumstances exist and, in the member’s judgenteateffect of the matter is
that one or more material compliance breaches miay. e

(@)

(b)

there is a limitation on the scope of the rneris work. That is,

circumstances prevent, or the responsible pargngaging party imposes
a restriction that prevents, the member from olgirevidence required
to reduce compliance engagement risk to the apipteptevel. The

member shall express a qualified opinion or disclahe opinion,

depending on how material or pervasive the linotais;

in those cases where:

(i) the member’s opinion is worded in terms oé ttesponsible party’s
assertion, and that assertion is not fairly stated|l material respects;
or

(i) the member’s opinion is worded directly iarms of the applicable
requirements and the criteria, and the member udesl that the

14
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entity is not compliant with the applicable requients in a material
respect

the member shall express a qualified or advepgaan. (Ref: Para. A57)

In accordance with paragraphs 16 and 20, whei® discovered after the

engagement has been accepted, that there are tablsucriteria, or the

identified subject matter is not appropriate foc@anpliance engagement the
member shall express:

(@) a qualified or adverse opinion where the latkriteria or inappropriate
subject matter is likely to mislead the intendedrasor

(b) a qualified or a disclaimer of opinion, in etlcases.

The member shall express a qualified opinioeratthe member’'s assessment
of the effect of the entity’s lack of compliancethwvthe applicable requirements
iS not so material or pervasive as to require arei@@ opinion, or a disclaimer
of opinion. The qualified opinion is expressed asnb “except for”, or
otherwise discloses the effects of the entity’'sklaf compliance with the
applicable requirements.

Where the member identifies a matter that gnss to a qualified or adverse
opinion, or a disclaimer of opinion under paragsaphB and 61 of this SAE, the
member shall consider any obligations under theeetyrterms of the
engagement to separately report those mattere teeiponsible party and/or the
intended users of the member’s report.

If the work of an expert has been used, the Ineershall make no reference to
that work in the section of the member’s reportt tbantains the member’'s
opinion. The member has sole responsibility for dpenion expressed in the
member’s report and, accordingly, that respongybis not reduced by the
member’s use of the work of an expert.

If the work of the internal auditors has besed) the member shall make no
reference to that work in the section of the mersbegport containing the
member’s opinion. Notwithstanding its degree ofbaoiny and objectivity, the
internal audit function is not independent of threitg. The member has sole
responsibility for the opinion expressed in the rbers report and,
accordingly, that responsibility is not reducedtbg member’s use of the work
of the internal auditors.

7

In those direct reporting compliance engagemehtre the requirement information is presented only
in the member’s report, and the member concludasttie requirements have not been met/do not
conform with the criteria in all material respedis; example: “In our opinion, except for [...], the
compliance plan oKYZ meets the requirements specified in [source afirement and the specified
criteria] in all material respects ...” such an opmior conclusion would be considered also to be
qualified (or adverse as appropriate).

15



SAE 3100

Other Reporting Responsibilities (Ref: Para. A57 — A58)

65.

66.

In addition to communicating material deficiescin the compliance system
and material compliance breaches, the member sbalider other reporting
responsibilities as specified in the agreed termengagement, including the
appropriateness of communicating relevant mattdrgyavernance interest
arising from the compliance engagement with thpaesible party.

The member shall consider any other reportibiggations set by regulators,
legislators and statutory bodies.

*kk

Application and Other Explanatory Material

Objectives (Ref: Para. 8)

Al.

The responsibility for an entity’s complianegth applicable requirements rests

with the responsible party. A compliance engagementormed by a member

does not relieve the responsible party of its @bians to ensure compliance

with those requirements.

Definitions (Ref: Para. 9(h), (I) and (n))
A2.

A3.

Engagement circumstances include the termeeoEhgagement, whether it is a
reasonable assurance engagement or a limited assumngagement, the
characteristics of the subject matter, the critéoidbe used, the needs of the
intended users, relevant characteristics of theporesble party and its
environment, and other matters, for example evémtssactions, conditions and
practices, that may have a significant effect amehgagement.

Suitable criteria are relevant to the particud@acumstances of a compliance
engagement, and can be:

. established, developed or accepted by thoseyetiawith governance of
an entity; or

. established by provisions of an agreement otraot to which the entity is
a party; or

. established in applicable law or regulation.

Acceptance and Continuance of Compliance Engagements

Appropriateness of the Subject Matteef: Para. 14)

A4. An appropriate subject matter is:

(a) identifiable, and capable of consistent eatdun or measurement against
suitable criteria; and
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(b) such that the information about it can bejetted to procedures for
gathering sufficient appropriate evidence to suppar reasonable
assurance or limited assurance opinion, as apjptepri

The subject matter for a compliance engagentart take many forms.
Examples include:

. risk management strategy and plans.

. environmental management strategy and plans.

. compliance plans for managed investment schemes
. health and safety procedures.

Subject matter information for a compliance emgagnt can also take many
forms. Examples include:

. information returns asserting compliance withapital adequacy
requirements of registered banks in accordance thiéh requirements
specified by the Reserve Bank of New Zealand.

. reports produced under applicable laws or iegars, for example reports
produced for the trustee of a continuous issuetett securities under the
Securities Regulations 1983 asserting compliancegh wielevant
requirements contained in the Securities Regulation

. reports produced under the terms of a grantifgh scheme asserting
compliance with the terms of the grant for grardoamtability purposes.

The characteristics of different subject matfer example the degree to which
information concerning the subject matter is olectversus subjective,
historical versus prospective, qualitative versuaritative, affect:

(@) the precision with which the subject matt@n e evaluated or measured
against the criteria; and

(b) the persuasiveness of available evidence.

Suitable Criteria(Ref: Para. 17)

A7.

A8.

The criteria used for purposes of a compliasrwgagement will vary depending
on the nature of the applicable requireméms described in the Framewdrk

suitable criteria should have the characteristitd@ng relevant, complete,

reliable, neutral and understandable and are ctapecific. For a compliance

engagement, the criteria a member is required ¢otaievaluate and measure
the responsible party’s compliance with requirersently be specified in the

laws, regulations, agreements, contracts, standantiss or policies.

Criteria may either be established under astexg framework designed to meet
the common needs of a number of intended usersar groups, or may be

8 The Framework contains further material relatingriteria. See paragraphs 33 — 37.
°  Framework, paragraph 35.
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specifically developed to meet the needs and pespad specific groups of
users, for example for use by a prudential regulato

Examples of suitable criteria that may applythe context of compliance
engagements include:

(@) externally available criteria under law oredtives, including:

* legislation and/or regulations, including ex#mn notices issued
under legislation.

* enforceable undertakings.
e ministerial or government directives.
» guidelines or practice notes issued by a ggulor oversight agency.

e industry or professional obligations (professl standards or
guidance, codes of practice or conduct).

» enforceable contractual obligations.

(b) internally imposed criteria, as determined imanagement or those
charged with governance of the entity, including:

e organisational policies and procedures; peactcodes; codes of
conduct.

« frameworks developed for internal use, or aedpby an entity to
demonstrate compliance in a particular area (forangle,
environmental ~management; social responsibility; ality
management).

Agreeing the Terms of the Compliance Engagement (Ref: Para. 23-26)

A10.

All.

Al12.

The reports to be provided and the extenthef responsibility assumed by a
member in a compliance engagement may vary cormdiberwith the
circumstances.

It is important that there be a clear underditag and agreement with the client
(the engaging party or the responsible party) abéonature of the services to
be provided and the nature of the report. The algtesns of the engagement
should be put in writing to avoid future misundarstings. A written
engagement letter normally provides the clearestrceof agreement reached
with the client.

Reporting responsibilities specified in legign or regulations address matters
of interest or concern to regulators. Some legisdabr regulatory requirements
may create a unique reporting relationship betwden member and the
regulator by requiring the member to report dired¢td the regulator without
necessarily involving the responsible party, osthoharged with governance of
the entity for which the member is appointed to eneke the compliance
engagement.
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Al13. The responsible party’s involvement in theaggment is important because the
matters of interest or concern to the regulatorianerently of direct relevance
to the responsible party. The extent of the invwlgat of the responsible party
will vary with the nature of the reporting requirents. As a minimum however,
the responsible party would need to have a clederstanding of:

(&) the nature of the reporting requirements #meir responsibilities in
relation to those requirements;

(b) the information the member will require inder to assess this
responsibility, including any representations thit be required; and

(c) the process the member will follow in issuigigy reports required under
the engagement.

Al4. Whenever practical, the intended users orrthepresentatives should be
involved with the member and the responsible péatd the engaging party if
different) in determining the requirements for toenpliance engagement.

Changes to the EngagemeRéf: Para. 27)

Al15. The responsible party may request a membehange the engagement from a
reasonable assurance engagement to a limited assuemgagement, or to a
non-assurance engagement. The member should me&t togany change in the
engagement without reasonable justification. A geaim circumstances which
affects the intended users’ requirements, or a miiststanding concerning the
nature of the engagement, ordinarily will justifyequest for a change in the
engagement.

Planning and Perfor ming the Compliance Engagement (Ref: Para. 29)

Al6. Planning the compliance engagement ordinamiplves developing an overall
strategy for the scope, emphasis, timing and cdnaofuihie engagement, and an
engagement plan, consisting of a detailed approatining the nature, timing
and extent of evidence gathering procedures teebenned and the reasons for
selecting therl?. Ordinarily, adequate planning:

. helps to ensure that appropriate attentioreigoted to important areas of
the engagement based on an assessment of compiageagement risk;

. assists the member to identify potential protdeon a timely basis and
properly organise and manage the compliance engageim order for it
to be performed in an effective manner;

. assists the member to properly assign workamptiance engagement
team members, and facilitates their direction angesvision and the
review of their work; and

9 The planning procedures relevant to an audit @@ment are contained in ISA (NZ) 300, “Planning an

Audit of Financial Statements”, and may be heljfulletermining planning procedures applicable to a
compliance engagement.
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. will assist the coordination of work done byet assurance practitioners
and experts (where applicable).

Al7. The nature and extent of planning activitied wary with the engagement
circumstances, for example:

. the size and complexity of the entity; and
. the member’s previous experience with the gntit
A18. Matters the member considers as part of ldwening activities include:
. the terms of the engagement;
. the characteristics of the applicable requiretmi@nd the relevant criteria;
. the engagement process and possible sourexsdaince;

. understanding of the entity, its environmentl ai$ compliance system,
including the risks that the entity may not be cbamg with the applicable
requirements;

. identification of intended users and their regednd consideration of
materiality and the components of compliance engege risk; and

. personnel and expertise requirements, includimegnature and extent of
experts’ involvement if required.

A19. Planning is not a discrete phase, but ratheorgtinual and iterative process
throughout the compliance engagement. As a redulinexpected events,
changes in conditions, or the evidence obtainenh ftioe results of evidence-
gathering procedures, the member may need to réweseverall strategy and
compliance engagement plan, and the nature, timimg) extent of further
procedures.

A20. As part of the planning phase of the compkammngagement the member
ordinarily performs a combination of evidence-gaiting procedures. The types
of procedures that may be undertaken include:

. risk assessment of the entity’s complianceesyst

. review of the operation of the compliance systencluding the operation
of controls relevant to achievement of the entitgspliance objectives;

. review of work performed by the entity’s intatrauditors and assessment
of the reliance that may be placed on this workhgymember.
Understanding the Entit§Ref: Para. 31)

A21. Obtaining an understanding of the entity, thquirements, criteria and other
engagement circumstances is an essential partaohiplg and performing a
compliance engagement. That understanding ordynaribvides the member
with a frame of reference for exercising profesaigndgement throughout the
engagement, for example when:

. considering the elements of the entity’s coanpte system;
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identifying where special consideration may riecessary, for example
factors indicative of fraud, and the need for splesed skills or the work
of an expert;

establishing and evaluating the continued gmaiteness of quantitative
materiality levels (where appropriate), and/or ed&sng qualitative
materiality factors;

designing and performing further evidence-gatigeprocedures to reduce
compliance engagement risk to an acceptable lavel,

evaluating evidence, including the reasonaldenef the responsible
party’s oral and written representations.

A22. The member considers whether the understandirgufficient to assess the
risks that the entity is, or may be, materially rtmmpliant with the applicable
requirements.

Elements of an Entity’'s Compliance Systrat: Para. 32)

A23. The nature and extent of planning and subsequidence gathering
procedures will vary with the engagement circumstan and the maturity of
the entity’s compliance system.

Elements of an entity’s compliance system ordipamnclude the following:

procedures for identifying and updating apgllearequirements, and
identifying control objectives relating to thosguaements;

staff training and awareness programmes;

procedures for assessing the impact of appécadquirements on the
entity’s key business activities;

controls embedded within key business procesessgned to ensure
compliance with applicable requirements;

processes to identify and monitor the impleragoih of further mitigating
actions required to ensure that applicable requerésmare met;

a monitoring plan to test key compliance syswmtrols on a periodic
basis and report exceptions;

procedures for identifying, assessing, reatifyand reporting compliance
deficiencies, incidents and breaches;

periodic sign off by management or those chéngith governance and/or
external third party outsourced service providesst@acompliance with
applicable requirements; and

a compliance governance structure that estadisesponsibility for the
oversight of the compliance system with those ab@dngith governance of
the entity.
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Materiality and Compliance Engagement Risk

Materiality (Ref: Para. 33)

A24.

A25.

The member needs to consider materiality:

(@) when determining the nature, timing and exiah evidence-gathering
procedures; and

(b) when evaluating whether a detected or susdecompliance breach is
material.

The member's consideration of materiality shoulttlude obtaining an
understanding of factors that might influence trexisions of the intended
users.

The member should consider materiality in tmatext of quantitative and
qualitative factors such as:

. the relative magnitude of instances of detected suspected non-
compliance with the applicable requirements;

. the nature and extent of the effect of thesgofa on the evaluation of
compliance with the applicable requirements; and

. the interests of the intended users.

The assessment of materiality and the relativeonapce of quantitative and
gualitative factors in a particular engagement auatters for the member’s
professional judgement.

Compliance Engagement Riglef: Para. 34)

A26.

A27.

A28.

In a reasonable assurance engagement the mesndds to reduce compliance
engagement risk to an acceptably low level in tlireumstances of the
engagement to obtain reasonable assurance as diseftmaa positive form of
expression of the member’s opinion.

In a limited assurance engagement, the cortibmaf the nature, timing, and
extent of evidence-gathering procedures is at leafficient for the member to

obtain a meaningful level of assurance as the Hasisa negative form of

expression of the member’s opinion. To be meaninghe level of assurance
obtained is likely to enhance the intended usessfidence about the entity’s
compliance with the applicable requirements to gree that is clearly more
than inconsequential. The level of accepted compéaengagement risk is
higher in a limited assurance engagement than irasonable assurance
engagement because of the different nature, tinmingextent of evidence-

gathering procedures.

In general, compliance engagement risk coraprisherent risk, control risk
and detection risk. The degree to which the mersbeohsideration of these
components is reflected in the evidence-gatherirgggss for a compliance
engagement is affected by the engagement circupesgann particular the
nature of the applicable requirements and whetheasonable assurance or a
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limited assurance engagement is being performee.cbimponents of risk that
may require further consideration include thosetgieing to compliance
policies, resources, monitoring, detection and doentation.

Material Deficiencies in an Entity’s Compliance ®ys(Ref: Para. 35)

A29.

If the member becomes aware of material dafides in the entity’s
compliance system, for example:

. a limited or inadequate monitoring plan for kegntrols over the period;
and/or

. a lack of staff training and awareness of teedto identify, assess and
report compliance breaches,

the member needs to consider the following impilces:

(a) the possible increased risk of non-compliavegh the applicable
requirements;

(b) the amount and type of evidence-gatheringgulares required to obtain
sufficient appropriate evidence; and

(c) the reporting of material deficiencies to ttesponsible party and the
intended users.

Obtaining Evidence (Ref: Para. 37)

A30.

A31.

A32.

The sufficiency of evidence is the measurthefquantity of evidence obtained.
Appropriateness is the measure of the quality alence; that is, its relevance
and its reliability. The member ordinarily consisi¢ne relationship between the
cost of obtaining evidence and the usefulness ef itiiormation obtained.
However, the matter of difficulty or expense invadvis not in itself a valid
basis for omitting an evidence-gathering procediame which there is no
alternative. The member uses professional judgearahexercises professional
scepticism in evaluating the quantity and qualifyewidence, and thus its
sufficiency and appropriateness, to support thaiopiin the compliance report.

In a compliance engagement evidence may beegat through enquiry and
observation, tests of controls relevant to comgkansubstantive tests, for
example direct testing of key assertions, and sgmtations received from the
responsible party.

The amount of evidence from each source in ABilch is deemed by the
member to constitute sufficient appropriate evigerno reduce compliance
engagement risk to an acceptable level is a miattehe member’s professional
judgement.

11

The concepts and discussions on evidence relevarant audit engagement are contained in
ISA (NZ) 500, “Audit Evidence”, and may be helpfnl determining the evidence applicable to a
compliance engagement.
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A33. A compliance engagement rarely involves thilaeutication of documentation,
nor is the member trained as or expected to beparein such authentication.
Under paragraph 37 of this SAE the member needsrisider the reliability of
the information to be used as evidence, for exarppletocopies, facsimiles,
filmed, digitised or other electronic documentsgluding consideration of
controls over their preparation and maintenanceravtedevant.

A34. In a compliance engagement sufficient appedprevidence may be obtained as
part of an iterative, systematic process involving:

(&) obtaining an understanding of the entity'ssibess, its compliance
environment and the key elements of the entitysngliance system;

(b) obtaining an understanding of the applicabtpiirements, the criteria and
other engagement circumstances which, dependirthesubject matter,
may include obtaining an understanding of the astrelevant to
achieving compliance with the applicable requireteeand testing the
operating effectiveness of those controls;

(c) obtaining an understanding of the internaldiaufunction where
appropriate, and any relevant testing of the eaffeness of relevant
controls performed as part of that function durittge period and
evaluating the results of this testing and the ll@feeliance that can be
placed on this work and the impact on further ew@degathering
procedures;

(d) based on the understanding acquired undefk{pand (c), assessing the
risks that the entity may be non-compliant with laggble requirements in
a material respect;

(e) responding to assessed risks, including dewal overall responses, and
determining the nature, timing and extent of furg®cedures;

(H performing further evidence-gathering procesuclearly linked to the
identified compliance engagement risks, using alsoation of tests of
the operating effectiveness of relevant contratspection, observation,
confirmation, recalculation, re-performance and udrnyg Such further
evidence-gathering procedures may involve subs&anprocedures,
including obtaining corroborating information frosources independent
of the entity; and

(g) final evaluation of the sufficiency and apmateness of evidence
obtained to support the opinion expressed in timepti@ance report.

A35. In a compliance engagement the member ordynpeirforms a combination of
evidence-gathering procedures that reflect a gjydie obtain planned levels of
assurance from testing the compliance system, amdtantive testing, as
appropriate to the engagement circumstances. uniikely that the required
level of assurance may be obtained from only periieg one type of testing.
The type and extent of these procedures will bedas the complexity of the
entity, nature of the business and the risk assasisiiihe types of procedures
that may be undertaken are:

24



SAE 3100

. controls testing and walk-throughs in key rskas;
. substantive tests; and
. enquiries of the responsible party, and repriegions.

The results of the above testing are ordinarilpleated by the member to
ensure the evidence gathered is sufficient andoppipte for the purposes of
the engagement.

Using the Work of an Expe(ref: Para. 38)

A36.

A37.

When the member intends to use the work oéxpert, the member needs to
evaluate whether the expert whose work is to bed Us#s the necessary
capabilities, competence and objectivity for theppses of the engagement. In
the case of an external expert, the evaluation bpéadivity should include
enquiry regarding interests and relationships thay create a threat to that
expert’s objectivity.

The member needs to obtain a sufficient utdeding of the field of expertise
of the expert to enable the member to:

(&) determine the nature, scope and objectivabaif expert’'s work for the
purposes of the engagement; and

(b) evaluate the adequacy of that work for theppses of the engagement.

Using the Work of Internal Audito(Ref: Para. 39)

Obtaining an Understanding of the Internal Audih&ion

A38.

A39.

An internal audit function may be responsilfier providing analyses,
evaluations, assurances, recommendations, and othfarmation to
management and those charged with governancenéht@uditors may perform
activities related to internal control, or actie#i related to the services and
systems.

The scope and objectives of an internal afudliction vary widely and depend
on the size and structure of the entity and theirements of management and
those charged with governance. Internal audit foncactivities may include
one or more of the following:

. monitoring of internal control. The internal auflihction may be assigned
specific responsibility for reviewing controls, mtaming their operation
and recommending improvements thereto.

. examination of financial and operating inforroat The internal audit
function may be assigned to review the means usedentify, measure,
classify and report financial and operating infotio® and specific
enquiry and other procedures into individual itemsluding detailed
testing of transactions, balances and procedures.

. evaluation of the economy, efficiency and effemess of operating
activities including non-financial activities.
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. evaluation of compliance with laws, regulations aather external
requirements, and with management policies andctires and other
internal requirements.

Representations by the Responsible Party (Ref: Para. 45-46)

A40. Written confirmation of oral representationeduces the possibility of
misunderstandings between the member and the reibnparty*? In
particular, the member ordinarily requests from tégponsible party a written
representation concerning the responsible partysnptiance with the
applicable requirements, whether or not it is tortzele available as an assertion
to the intended users. Having no written represemanay result in a qualified
opinion or a disclaimer of opinion on the basisadimitation on the scope of
the engagement. The member may also include actestron the use of the
compliance report.

A41. During a compliance engagement, the respansipharty may make
representations to the member, either unsolicitednoresponse to specific
enquiries. When such representations relate toensathat are material to the
requirements’ evaluation or measurement, the mengénarily:

(&) evaluates their reasonableness and consystenit other evidence
obtained, including other representations;

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

(c) obtains appropriate corroborative evidence.

A42. Representations by the responsible party dangyglace other evidence the
member may reasonably expect to be available. Ability to obtain sufficient
appropriate evidence regarding a matter that hrasiay have, a material effect
on the evaluation or measurement of the applicedd@irements, when such
evidence would ordinarily be available, constitugaelmitation on the scope of
the engagement, even if a representation from éspansible party has been
received on the matter.

Evaluation and Communication of Compliance Breaches (Ref: Para. 47-48)

A43. In evaluating any compliance breaches the neendrdinarily considers
materiality as specified in the terms of engagemany relevant legislative,
regulatory or other (e.g. contractual) requirememksch may apply and the
effect on the decisions of the intended users efrttember’s report and the
member’s opinion.

A43. The member ordinarily considers the followifagtors to evaluate whether a
identified or suspected compliance breach is ndteri

12 Matters for consideration and an illustrative repée of a representation letter relevant to an taudi

engagement are contained in ISA (NZ) 580, “Writt@epresentations”, and may be helpful in
determining representations applicable to a compéaengagement
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(a) the size, complexity and nature of the elstifictivities;

(b) the nature of the breach — whether it is aolated or systematic
occurrence;

(c) evidence of a robust compliance system atatee controls to detect,
rectify and report compliance breaches;

(d) commonly accepted practice within the relévadustry;
(e) regulatory, legislative or contractual reguients;

(H the impact on the decisions of the intendsdrs and stakeholders of the
entity; and

(g) the specific termsf the compliance engagement.

A45. For both reasonable assurance and limitedrasse engagements, if the
member becomes aware of a matter that leads théoerdmquestion whether a
material compliance breach exists, the member waouttinarily pursue the
matter by performing other evidence-gathering pdaces sufficient to enable
the member to form an opinion.

Communications with the Responsible Parif: Para. 48)

A46. The member's communications with the respdasiparty concerning any
compliance breaches may be made orally or in wgiti@rdinarily, the
member’s decision whether to communicate orallynowriting is affected by
factors including the following:

. the size, operating structure, legal structusmd communications
processes of the entity.

. the nature, sensitivity and significance of thatters to be communicated.

. the arrangements made with respect to periogietings or reporting of
findings from the engagement.

. the amount of ongoing contact and dialogue rtteember has with the
responsible party.

. whether there is any requirement for the mentbecommunicate with
intended users concerning material compliance bemathat are detected
or observed in the course of the engagement.

Considering Subsequent Events (Ref: Para. 49)

A47. The extent of consideration of subsequent wvdapends on the potential for
such events to affect the entity’'s compliance wité applicable requirements,
and to affect the appropriateness of the membggisian. Consideration of
subsequent events in some compliance engagementsnaotabe relevant
because of the nature of the subject matter angdehied being reported on. For
example, if a one-off material breach occurs in pleeiod subsequent to the
period being reported on, this may not impact oa thember’'s opinion,
however it would ordinarily be reported to the m@sgible party (and possibly
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also to intended users of the member’s report wtienes is a requirement to do
so0). If the material breach was indicative of aeysc issue that has potential to
impact the period on which the member is reportimgn those events would
require further consideration in assessing the negislopinion.

Documentation (Ref: Para. 50)
A48. Documentation required under paragraph 50ief$AE, includes a record*df

. the nature, timing, and extent of the proceslyrerformed to comply with
this SAE and applicable legal and regulatory rexjugnts;

. the results of the procedures and the evidehtaned,

. significant professional judgements made irexeining the suitable
criteria; and

. significant matters arising during the engagetmend the conclusions
reached thereon and significant professional jucgggsimade in reaching
those conclusions. The existence of difficult gioest of principle or
judgement calls for the documentation to include televant facts that
were known by the member at the time the conclusias reached.

A49. The documented nature, timing and extent afc@dures performed should
include:

. the identifying characteristics of the specifiems or matters to which
procedures were applied;

. who performed the procedures, and the date tichwthey were
completed; and

. who reviewed the work performed, and the datkextent of such review.

AS50. It is neither necessary nor practical to doenmevery matter the member
considers when performing a compliance engagenheiaipplying professional
judgement in assessing the extent of document&titwe prepared and retained,
the member may consider what is necessary to pramdunderstanding of the
work performed and the basis of the principal denis taken (but not the
detailed aspects of the engagement) to another rierped assurance
practitioner who has no previous experience wien éngagement. That other
practitioner may only be able to obtain an undediteg of detailed aspects of
the engagement by discussing them with the membsv wrepared the
documentation.

13 The nature, form, content and extent of docuntiemtaelevant to an audit engagement are contained
in ISA (NZ) 230, “Audit Documentation”, and may belpful in determining the nature, form, content
and extent of documentation applicable to a compbaengagement.
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Preparing the Report (Ref: Para. 56-57)

A51.

A52.

A53.

In circumstances when a compliance engagemeatporates both reasonable
assurance and limited assurance opinions, the nremeleels to clearly separate
the two types of opinions expressed.

In developing the opinion, the member ordiyartonsiders all relevant
evidence obtained, and whether it appears to corabte or to contradict the
subject matter information.

ISAE (NZ) 3000 and this SAE do not require tandardised format for
reporting on compliance engagements. Instead tAE Blentifies the basic
elements a member's report should include. Repdas compliance
engagements are tailored to the specific engagerogotimstances. The
member may choose a short form or long form styleeporting to facilitate
effective communication to the intended users. Stoom reports ordinarily
include only the basic elements. Long form repoften describe in detail the
terms of the compliance engagement, the criteriagbe@sed, and findings
relating to particular aspects of the compliancgagement and, in some cases,
recommendations, as well as the basic elements. Anglings and
recommendations may be clearly separated from #rmbar’'s opinion on the
entity’s compliance with the applicable requirenseraind the wording used in
presenting them makes it clear whether they atfeetmember’s opinion. The
member may use headings, paragraph numbers, tygogaa devices, for
example the bolding of text and other mechanism®nhance the clarity and
readability of the report.

Content of the Report (Ref: Para. 58-64)

A54.

A report for a compliance engagement ordigad#scribes relevant facts and
findings sufficient to allow readers to understahé basis upon which the
member’s opinion has been formed. Findings arigmfan examination of the
underlying facts, comparisons with criteria and tmember's analysis of
differences between what is observed and the ieritercluding, where
applicable, the causes and effects of the diffexenc

Reporting Additional Information - Findings and Rezmendations

AS55.

The member may expand the content of the tépdnclude other information
and explanations that do not directly affect thaniper’s opinion, but provide
additional useful information to the users. Examaplelude:

. disclosure of materiality considerations apglie
. findings relating to particular aspects of toenpliance engagement.
. recommendations.

Whether to include any such information dependsitersignificance to the
needs of the intended users. Additional informattodearly separated from the
member’s opinion and worded in such a manner sma affect that opinion.
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Modifications to the Compliance Rep¢gef: Para. 59)

A56.

In those cases where the member’'s unmodifi@dian would be worded in
terms of the responsible party’s assertion, antldlsertion has identified and
properly described that the entity does not compiyh the applicable
requirements, under paragraph 59 of this SAE, tember needs to either:

(@) express a qualified or adverse opinion wordedctly in terms of the
applicable requirements and the specified critenia;

(b) if specifically required by the terms of thegagement to word the opinion
in terms of the responsible party’s assertion, espran unqualified
opinion but emphasise the matter by specificallferreng to it in the
report.

Other Reporting Responsibilities (Ref: Para. 65-66)

A57.

A58.

When considering an appointment to undertagenapliance engagement for an
entity under the provisions of applicable legigiatior regulations, a member
should obtain an understanding of any special tagmprresponsibilities
assumed by virtue of such appointment. The mentimrid consider:

. the nature of any special reporting resporiigsl associated with the
appointment;

. the implications of any provisions contained the legislation or
regulation enabling any regulator to require adddl reports at some
future date; and

. when and how the member is required to repodeu those special
responsibilities.

If the provisions of legislation or regulatiame not clear regarding the nature
and extent of the reporting responsibilities assted with an engagement
undertaken pursuant to the relevant legislationregulations, the member
should endeavour to obtain clarification concerningse responsibilities with
the relevant regulator, or obtain an interpretatbihose responsibilities from
legal counsel.
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Appendix

Examples of Reports of Compliance Engagements

The following example reports are to be used asidegonly and will need to be adapted
according to individual engagement requirementscamdimstances.

Note: Each example report provides two illustrative opinions: (A) Unmodified and
(B) Modified.

Example 1

EXAMPLE OF A REASONABLE ASSURANCE REPORT
INDEPENDENT ACCOUNTANT'S/AUDITOR’S REPORT
To [Intended Users]

Report on the [appropriatetitle for thereport]

We have audited the compliance of [name of entitigh the [applicable requirements]
for the [period from ..../.../[..... to....[....[.....].

Respective Responsibilities
The [Responsible Party] is responsible for comkawith the [applicable requirements].

Our responsibility is to express an opinion on [eaoh entity’s] compliance with [the
applicable requirements], in all material respe®igt engagement has been conducted in
accordance with SAE 3100 to provide reasonablerasse that the [name of entity] has
complied with the [applicable requirements]. Ouogadures included [level of detall
included to be determined by the member]. Thesegohares have been undertaken to
form an opinion as to whether the [name of entig$ complied, in all material respects,
with the [applicable requirements] for the [perfooim ..../.../..... to..../....].....].

Use of Report

This report has been prepared for the [Intendedd)sé [name of entity] in accordance
with [the applicable requirements]. We disclaim asgumption of responsibility for any
reliance on this report to any persons or usersrdgtian the [Intended Users] of [name of
entity], or for any purpose other than that for evhit was prepared.

Inherent Limitations (include where appropriate engharagraph 58(f) of the standard)

Because of the inherent limitations of [detailsided as appropriate by the member,
refer to limitations in evidence gathering proceduand limitations in the responsible
party’s compliance system], it is possible thatiéraerror or non-compliance may occur
and not be detected. As the procedures performetthifoengagement are not performed
continuously throughout [the relevant period] ahe procedures performed in respect of
[name of entity’s] compliance with [the applicalbézjuirements] are undertaken on a test
basis, our assurance engagement cannot be reliexld#tect all instances where [name
of entity’] may not have complied with [the applita requirements]. The opinion
expressed in this report has been formed on theeabasis.
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Opinion
(A) Unmodified

In our opinion, [name of entity] has/have compli&d,all material respects, with the
[applicable requirements] for the [period from .../Jl.... to..../....[.....]

or
(B) Modified (under paragraph 59(b)(ii) of SAE 3300

In our opinion, except for [detail the exception(s) provide details under a separate
section of the report], [name of entity] has/haeenplied, in all material respects, with
the [applicable requirements] for the [period frany.../..... to.....[....[.._.].

Factual Findings and Recommendations (include asrdened by the member under
paragraph A57 of SAE 3100)

[This section of the report would provide relevamd sufficient information to allow
readers to understand the basis upon which the erésntipinion has been formed. The
inclusion of this information depends on its sigrahce to the needs of the intended
users].

[Member’s signature]
[Date of the Member’s report]
[Member’'s address]
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Example 2

EXAMPLE OF A LIMITED ASSURANCE REPORT
INDEPENDENT ACCOUNTANT’'S REPORT

To [Intended Users]

Report on the [appropriatetitle for thereport]

We have reviewed the compliance of [name of entityh the [applicable requirements]
for the [period from..../.../..... to....[....[.....].

Respective Responsibilities
The [Responsible Party] is responsible for comgleawith the [applicable requirements].

Our responsibility is to express an opinion on [eraaf entity’s] compliance with the
[applicable requirements], in all material respe€sir review has been conducted in
accordance with SAE 3100 to provide limited assceathat the [name of entity] has
complied with the [applicable requirements] in ailaterial respects. Our procedures
included [level of detail included to be determinag the member]. These procedures
have been undertaken to form an opinion that ngthias come to our attention that
causes us to believe that [name of entity] doescaotply, in all material respects, with
the [applicable requirements] for the [period frany.../..... to..../....[.....].

Use of Report

This report was prepared for the [Intended Usefr$h@me of entity] in accordance with
[applicable requirements]. We disclaim any assuomptif responsibility for any reliance
on this report to any persons or users other tharjihtended Users] of [name of entity],
or for any purpose other than that for which it wespared.

Inherent Limitations (include where appropriate engharagraph 58(f) of the standard)

Because of the inherent limitations of any [detai®vided as appropriate by the
member, refer to limitations in evidence gatherprgcedures and limitations in the
responsible party’s compliance system, it is pdeditat fraud, error or non-compliance
may occur and not be detected. A review is notgtkesl to detect all instances of non-
compliance with the [applicable requirements], &sgeénerally comprises making
enquiries, primarily of the responsible party, applying analytical and other review
procedures. The opinion expressed in this reparblean formed on the above basis.

Opinion
(A) Unmodified

Based on the evidence obtained from the procedueevave performed, nothing has
come to our attention that causes us to believie[tlaane of entity] does not comply, in
all material respects, with the [applicable requieats] for the [period from ..../.../.....

to..../....[.....].
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Or
(B) Modified (under paragraph 59(b)(ii) of SAE 3300

Based on the evidence obtained from the procedueelave performed, except for the
matter noted [detail the exception(s) or providéaile under a separate section of the
report], nothing has come to our attention thatseaws to believe that [name of entity]
does not comply, in all material respects, with fapplicable requirements] for the

[period from ..../...[..... t0....[....[.....].

Factual Findings and Recommendations (include asrdened by the member under
paragraph A55 of SAE 3100)

[This section of the report would provide relevamd sufficient information to allow
readers to understand the basis upon which the er&sntipinion has been formed. The
inclusion of this information depends on its sigrahce to the needs of the intended
users].

[Member’s signature]
[Date of the Member’s report]
[Member’s address]
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