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Introduction

Purpose

1.

Scope

This Standard on Assurance Engagements (SAEablestes mandatory
requirements and provides explanatory guidance desurance practitioners
undertaking assurance engagements to report onnaty’ compliance with
requirements established in legislation or regofej agreements, contracts or
similar, or which are internally-imposed by theignt

Compliance is an outcome of an entity meetisgvarious obligations. An entity
may have obligations to comply with requirementst tire either:

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

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

An assurance practitioner may be engaged toigeoassurance on the entity’s
compliance with such requirements as measured itab$eicriteria.

An assurance engagement may be either an “‘iassbdsed engagement” or a
“direct reporting engagement”.

(@) In anassertion-based engagemedhe responsible party asserts compliance
with requirements. The assurance practitioner exefithe responsible party’s
assertion(s) and expresses a conclusion in the @ran opinion on those
assertions to enhance confidence in the assetfon(s

(b) In adirect reporting engagemettte assurance practitioner directly evaluates
compliance with requirements, and expresses a @sind in the form of an
opinion on the entity’s compliance with those reguoients to the intended
users in a compliance report.

This SAE applies to compliance engagements taditingr of these forms.

The compliance engagement may be either a ‘neéd® assurance engagement” or
a “limited assurance engagement”.

This SAE does not address those situations wdnrer@ssurance practitioner who is
appointed to audit an entity’s financial statemeistsrequired to report under
applicable legislation on other matters, in additio expressing an opinion on the
financial statements, without carrying out proceguadditional to those carried out
in the normal course of the audit of the finansi@tements. For example, when an
auditor is required to:

(a) report certain matters if they come to thditaw's attention during the course
of the audit of the financial statements, for exlmmatters specified in
legislation applicable to regulated entities thaistrbe reported to a regulator
or supervisor; or

The assurance practitioner may also word theiiop directly.
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(b) report on specific matters in addition to teport on the financial statements,
such as the adequacy of the accounting books @odds where the relevant
law or regulation requires or permits the auditorréport on these other
responsibilities together with the auditor’s repamtthe financial statemefts

Effective Date

7. This SAE is effective for assurance engagemieegsnning on or after 1 November,
2011.[Note: For the effective dates of paragraphs chahgeadded by an Amending
Standard see the History of Amendments].

Objectives (Ref: Para. A1)
8. The objectives of the assurance practitionetare

(@) obtain assurance about whether, in all natemspects, an entity has
complied with requirements contained in legislaticegulation, agreements,
contracts or similar, or internally-imposed stamigacodes or policies; and

(b) express clearly the assurance practitionasisclusion on that compliance in
the form of an opinion, in accordance with the emsce practitioner’s
findings.

Definitions

9. For purposes of this SAE the following termsénéive meanings attributed below:

(@) Applicable Requirements — the requirementabéished in laws, regulations,
agreements, contracts, standards, codes or polidtbswhich the entity is
required to comply.

(b) Assurance Practitioner — a person or an asgdaon, whether in public
practice, industry, commerce or the public secampointed or engaged to
undertake assurance engagements.

(c) Compliance— adherence by the entity to the applicable reqerds as
measured by suitable criteria.

(d) Compliance Breach - an instance of non-coamgle with applicable
requirements.

(e) Compliance Engagement - an assurance engagemeitich an assurance
practitioner expresses a conclusion in the fornarobpinion after evaluating
an entity’s compliance with the applicable requiesns.

(H Compliance Engagement Risk - the risk that an asser practitioner
expresses an inappropriate opinion when the ensitymaterially non-
compliant with the applicable requirements.

(g0 Compliance System — the systems or programimesiding internal controls,
established within an entity to provide reasonadsurance that the entity
complies with applicable requirements.

2 |SA (NZ) 700, “Forming an Opinion and Reporting Binancial Statements”, paragraphs 38-39, address

other reporting responsibilities that an auditoryrhave that may form part of the auditor’s repartan
entity’s financial statements.



(h)

(i)

()

(k)

()
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Intended Users - the person, persons or abispersons for whom the
assurance practitioner prepares the report focdhgpliance engagement. The
responsible party can be one of the intended usets;annot be the only one.

Limited Assurance Engagement - a compliareagement where the
assurance practitioner’s objective is to reducepi@nce engagement risk to
a level that is acceptable in the circumstancethefengagemenibut where
that risk is greater than that for a reasonablerasse engagement, as the
basis for a negative form of expression of the r@gsie practitioner’s opinion.
A review engagement is a limited assurance engagfe(Rref: Para. A2)

Material -

() in relation to potential (for risk assessmenirposes) or detected (for
evaluation purposes) compliance breaches: breablatsare significant,
individually or in aggregate, in the context of #nity’s compliance with
applicable requirements, and that affect the asserapractitioner’s
opinion; and/or

(i) in relation to an entity’'s compliance systeimstance(s) of deficiency that
are significant in the context of the entity’'s amhtenvironment as it
affects achievement of the entity’'s compliance ciojes, and that may
increase the compliance engagement risk suffigiendl affect the
assurance practitioner’s opinion.

Professional Scepticism — an attitude thatudes a questioning mind, being
alert to conditions that may indicate possible climmge breaches. An attitude
of professional scepticism means the assurancditppaer makes a critical
assessment of the validity of evidence obtainediaralert to evidence that
contradicts or brings into question the reliabilitgf documents or
representations by the responsible party.

Reasonable Assurance Engagement - a concplimmgagement where the
assurance practitioner’s objective is a reductiorcompliance engagement
risk to an acceptably low level in the circumstanoéthe engagement as the
basis for a positive form of expression of the emsce practitioner’s opinion.
Reasonable assurance means a high, but not ahdeligeof assurance. An
audit engagement is a reasonable assurance engag@eiePara. A2)

(m) Responsible Party - the person(s) withireatity who:

(n)

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

(i) in an assertion-based engagement, is redpentor the subject matter
information (assertions with regard to the evatwator measurement of
the subject matter applying suitable criteria iocaadance with applicable
requirements) on which the assurance practitiorpresses an opinion in
the report.

The responsible party may or may not be theypahto engages the assurance
practitioner (the engaging party).

Suitable Criteria- the benchmarks or bases that auvéable to be used to

evaluate the entity’'s compliance with the applieal#quirementsiRef: Para.
A3)
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Requirements

Ethical Requirements

10. The assurance practitioner shall comply with iaquirements of Professional and
Ethical Standard 1 (Revisédjo the extent relevant to the circumstances of the
compliance engagement. The concept of independehdendamental to the
assurance practitioner’'s compliance with the pples of integrity and objectivity.

ISAE (NZ) 3000
11. In addition to this SAE, the assurance practér shall comply with:

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

(b) other relevant SAEs or ISAEs (N2).

Quiality Control

12. The assurance practitioner shall implement qualitytrol procedures that apply to
the individual engagement, in accordance with ISNE) 3000.

Acceptance and Continuance of Compliance Engagement

13. The assurance practitioner shall accept (otirnom where applicable) a compliance
engagement in accordance with ISAE (NZ) 3000.

Appropriateness of the Subject Matter

14. As required by ISAE (NZ) 3000, the assurancactironer shall assess the
appropriateness of the subject mattRef: Para. A4 — A6)

15. If the assurance practitioner concludes thastibject matter is not appropriate, the
assurance practitioner shall not accept (or coatimhere applicable) the
engagement, unless required by law or regulatiatotso.

16. If, after accepting the engagement, the assarg@nactitioner concludes that the
subject matter is not appropriate, the assuraraaiponer shall:

(@) consider withdrawing from the engagement,r@tp@ssible; or

(b) if withdrawal from the engagement is not ploles express a qualified or
adverse opinion, or a disclaimer of opinion, asrappate, in the assurance

practitioner’s report.

Suitable Criteria
17. The assurance practitioner shall assess thialaility of suitable criteria to evaluate
compliance with the applicable requiremerwesf: Para. A7 — A9)
18. If criteria are specifically developed by thesarance practitioner to evaluate or
measure the subject matter, for example becausestablished suitable criteria
exist, the assurance practitioner shall:

®  Professional and Ethical Standard 1 (Reviseddd®of Ethics for Assurance Practitioners”.
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20.
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(@) if possible, obtain the acknowledgement of ffarties to the compliance
engagement (the responsible party and the intenders) that those criteria
are suitable for the intended users’ purposes; and

(b) if this acknowledgement cannot be obtainedsater how that will affect the
assurance practitioner’s attempt to assess thabdiit of the criteria, and the
information provided about the criteria in the aasge practitioner’s report.

If the assurance practitioner concludes that ¢hiteria are not suitable, the
assurance practitioner shall not accept (or coatimhere applicable) the
engagement, unless required by law or regulatiaiotso.

If, after accepting the engagement, the assarg@nactitioner concludes that the
criteria are not suitable, the assurance pracatishall:

(@) consider withdrawing from the engagement,retp@ssible; or

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

Responsibilities of the Responsible Party

21.

22.

The assurance practitioner shall accept (otirno® where applicable) a compliance
engagement only if, in agreeing the terms of thgagement, the responsible party
acknowledges and understands its responsibility for

(@) the entity’s compliance with applicable regments and any assertions made
relating to compliance;

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

(c) providing the assurance practitioner with:

() access to all information that is relevanttb@ assurance practitioner’s
evaluation of the entity’'s compliance with the gble requirements
and, where applicable, related assertions by tgoresible party;

(i) any additional information that the assurarpractitioner may request for
the purpose of the engagement; and

(i) in so far as the responsible party is ahlerestricted access to any party
from whom the assurance practitioner determinggedessary to obtain
evidence.

If the responsible party imposes a limitation the scope of the assurance
practitioner’s work in terms of the proposed commpiie engagement such that the
assurance practitioner believes the limitation vafult in the assurance practitioner
disclaiming an opinion, the assurance practiticstaall not accept such a limited

engagement, unless required by law or regulatiaiotso.

10
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Agreeing the Terms of the Compliance Engagemeiikef: Para. A10 — A14)

23. The assurance practitioner shall communicateagnree on the terms of the
compliance engagement with the responsible partg, with the intended users
where appropriate.

24. The agreed terms of engagement shall be retandesriting or other suitable form
by the assurance practitioner and be forwardetiéaesponsible party, and to the
intended users where appropriate.

25. Where the compliance engagement is undertakesuant to legislation or
regulation, the minimum compliance engagement tesinadl be those contained in
the legislation or regulation.

26. The assurance practitioner shall include theviing matters in the agreed terms of
engagement:

(@) the objective(s) and purpose of the compiaacgagement, and specifically
whether it is a limited assurance or a reasonadarance engagement;

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

(c) reference to the criteria to be used by #$suence practitioner to evaluate or
measure compliance, where this is not obvious;

(d) the respective obligations and responsibginf the assurance practitioner and
the responsible party;

(e) the identified intended users of the asswaaport; and

(H the expected form of the report that will t@in the assurance practitioner’s
conclusion in the form of an opinion, and any tiesbns on distribution 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 assurance poaetitshall be satisfied that there
is reasonable justification for the chan@pef: Para. A15)

28. If such a change is made the assurance poaetitshall not disregard evidence that
was obtained prior to the change.
Planning and Performing the Compliance Engagement

29. The assurance practitioner shall plan a comptisengagement so that it will be
performed effectively(Ref: Para. A16-A20)

30. The assurance practitioner shall plan and parfa compliance engagement with
professional scepticism recognising that circunttanmay exist that cause the
entity not to be compliant with the applicable regoments.

Understanding the Entity

31. The assurance practitioner shall obtain an nstaleding of the entity and its
compliance system, the applicable requirementsatslei criteria and other relevant

11
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engagement circumstances, sufficient to identify assess the risks of the entity’s
non-compliance with the applicable requirements] anfficient to design and
perform further evidence-gathering procedu(est: Para. A21 — A22)

Elements of an Entity’'s Compliance System

32.  When planning a compliance engagement the asseipractitioner shall obtain an
understanding of the entity’s compliance system docliment the key elements of
the system to facilitate the design of approprietedence-gathering procedures.
(Ref: Para A23)

Materiality and Compliance Engagement Risk

33. The assurance practitioner shall consider maditg and compliance engagement
risk when planning and performing a compliance gegeent(Ref: Para. A24 — A25)

34. The assurance practitioner shall reduce comg@i®ngagement risk to a level that

is acceptable in the circumstances of the compdisamgagementRef: Para. A26—
A28)

35. If material deficiencies in the entity’s congpice system come to the assurance
practitioner’s attention in the course of the eregagnt, the assurance practitioner
shall assess the impact of those deficiencies mptance engagement risk, and the
implications for planning and performing the engagat.(Ref: Para. A29)

36. The assurance practitioner shall make the ressiple party and intended users,
where appropriate, aware as soon as practicablmadérial deficiencies in the
entity’s compliance system that have come to tkarasice practitioner’s attention.

Obtaining Evidence

37. The assurance practitioner shall obtain sefficappropriate evidence on which to
base the opinion, having regard to whether the damge engagement is a

reasonable assurance engagement or a limited asswgagagemeniRef: Para. A30-
A35)

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

38. When the work of experts is used in performasfce@ compliance engagement, the
assurance practitioner shall:

(&) agree, in writing when appropriate, the foilog matters with the expert:
() the nature, scope and objectives of that eigeork;
(i) the respective roles of the assurance prangr and that expert; and

(iif) the nature, timing and extent of communioat between the assurance
practitioner and that expert, including the form afy report to be
provided by that expert;

(b) adopt appropriate quality control procedwesgering the work of any experts
the assurance practitioner engages in the colteetl evaluation of evidence
to obtain sufficient appropriate evidence about ¢héty’s compliance with
applicable requirements; and

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

12
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() obtain sufficient appropriate evidence thag expert's work is adequate
for the purpose of the compliance engagement; and

(i) be able to accept responsibility for ther@pn expressed in the assurance
practitioner’s report.

Using the Work of Internal Auditors

39.

40.

41].

42.

43.

44,

The assurance practitioner shall obtain an rstaleding of the aspects of the

internal audit function that are relevant to thenpiance engagemeriRef: Para. A38
— A39)

The assurance practitioner shall determine:

(&) whether the work of the internal auditors is likely be adequate for the
purposes of the compliance engagement; and

(b) if so, the planned effect of the work of theéemmal auditors on the nature,
timing or extent of the assurance practitionerscpdures.

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

(@) the objectivity of the internal audit funatio
(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 commuation between the internal
auditors and the assurance practitioner.

In determining the planned effect of the wofkkhe internal auditors on the nature,
timing or extent of the assurance practitionersocedures, the assurance
practitioner shall consider:

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

(b) the significance of that work to the assueapractitioners’ conclusions; and

(c) the degree of subjectivity involved in thealaation of the evidence gathered
by the internal auditors in support of those cosidos.

When the assurance practitioner uses specti& wf the internal audit function,
the assurance practitioner shall perform procedirevaluate the adequacy of that
work.

To determine the adequacy of specific workgremed by the internal auditors for
the assurance practitioner’s purposes, the assurpractitioner shall evaluate
whether:

(@) the work was performed by internal audito@vihg adequate technical
training and proficiency;

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

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

13
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(d) conclusions reached are appropriate in theuwcistances and any reports
prepared by the internal auditors are consistettt thie results of the work
performed; and

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

Representations by the Responsible Partjref: Para. A40 — A42)

45.

46.

The assurance practitioner shall request wrig@resentations from the responsible
party, based on the responsible party’s knowledgd helief having made
appropriate enquiries for them to be able to prevadich representations. The
representations should:

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

(b) state whether all information of which theg aware, that is relevant to the
compliance engagement, has been made available h¢o assurance
practitioner; and

(c) state that they have disclosed to the assarpractitioner any of the following
of which they are aware:

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

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

If the responsible party does not provide onmore of the written representations
requested by the assurance practitioner, the assupaactitioner shall:

(a) discuss the matter with the responsible party

(b) reconsider the assurance practitioner's assest of the integrity of the
responsible party; and

(c) take appropriate actions, including deterngnithe possible effect on the
opinion expressed in the assurance practitionepsrt.

Evaluation and Communication of Compliance BreachegRef: Para. A43 — A45)

47.

If compliance breaches come to the assurarmmeifpsner’'s attention during the
engagement, the assurance practitioner shall eealua

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

(b) their impact on the assurance practitiones’ssessment of compliance
engagement risk; and

(c) the implications for the assurance practéitg planned approach for
performing the engagement under paragraph 29.

Communications with the Responsible Party

48.

The assurance practitioner shall make the resiple party aware as soon as
practicable of material compliance breaches whiakiehcome to the assurance
practitioner’s attentionRef: Para. A46)

14
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Considering Subsequent EventgRef: Para. A47)

49.

The assurance practitioner shall consider ffexteof events occurring up to the
date of the assurance practitioner’s report on:

(a) the entity’s compliance with applicable requients; and
(b) the assurance practitioner’s report.

Documentation

50.

51.

52.

53.

54.

55.

The assurance practitioner shall prepare, timealy basis, documentation that is
sufficient and appropriate to provide:

(@) a basis for the assurance practitioner’siopjrand

(b) evidence that the compliance engagement wdsrmed in accordance with

ISAE (NZ) 3000, this SAE and other relevant SAESAES (NZ).(Ref: Para.
A48-A50)

The assurance practitioner shall document gisons of significant matters with
the responsible party and others including when waitd whom the discussions
took place.

If the assurance practitioner has identifiddrmation that is inconsistent with the
assurance practitioner’s final conclusion regardiagsignificant matter, the
assurance practitioner shall document how the assarpractitioner addressed the
inconsistency in forming the final conclusion.

The assurance practitioner shall complete skerably of the final engagement file
on a timely basis after the date of the assuraraiponer’s report.

After the assembly of the final engagementtides been completed, the assurance
practitioner shall not delete or discard documeémtabefore the end of its retention
period.

If the assurance practitioner finds it necesdar modify existing engagement
documentation or add new documentation after thsemably of the final
engagement file has been completed, the assuraacttipner shall, regardless of
the nature of the modifications or additions, doenin

(@ 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.

S7.

The assurance practitioner shall conclude vemnesifficient appropriate evidence
has been obtained to support the opinion expressdte assurance practitioner’s
report.

The assurance practitioner’s report shall beviiting and shall contain a clear
expression of the assurance practitioner's opirabout the entity’'s compliance
with the applicable requirements.

15
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Content of the Report

58. The assurance practitioner’s report shall eelthe following basic elements, other
than to the extent that these requirements arengistent with legislation or
regulation:

(@)
(b)
()

(d)
()
(f)

(9)

(h)

()
()

(k)
NZ (ka)

0

a title that clearly indicates the reporamsindependent assurance report;
an addressee;

identification and description of the subjectatter information (for an
assertion-based engagement) and, where approghatsubject matter (for a
direct reporting engagement) identified in the agrengagement terms;

the period of compliance being reported otHgyassurance practitioner;
identification of the criteria used,

where appropriate, a description of any digant, inherent limitation
associated with the evaluation of compliance wihapplicable requirements;

when the criteria used to evaluate the reguants are available only to
specific intended users, or are relevant only fepecific purpose, a statement
restricting the use of the assurance practitiomep®rt to those intended users
and for that specific purpose;

when the report is intended for use by spegtifisers only for the specified
purpose of the compliance engagement, the assupaacttioner shall restrict

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

a statement to identify the responsible paty to describe the respective
responsibilities of the assurance practitioner @irthe responsible party;

a statement that the engagement was performedccordance with this
Standard and any other relevant ISAEs (NZ) or SA&s] the level of

assurance obtained as the basis for expressidreadinion in the assurance
practitioner’s report;

a summary of the work performed;

a statement as to the existence of anytioekhip (other than assurance
practitioner) which the assurance practitioner \wéh, or any interests which
the assurance practitioner has in, the entity.

the assurance practitioner’s opinion exprdsse
() in the positive form, for a reasonable assueaengagement; or
(i) in the negative form, for a limited assurarengagement; and

(iif) where the assurance practitioner expresse®pinion that is other than
unmodified, the assurance practitioner's reportlishantain a clear
description of all the reasons for any modificatioh the assurance
practitioner’s opinion;

(m) the date of the assurance practitioner'sntepad
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(n) the name of the firm or the assurance prangt, and its specific location
(ordinarily the city where the assurance practgiomaintains the office that
has responsibility for the engagemenBef: Para. A54-A55)

Modifications to the Compliance Rep@Ref: Para. A56)

59.

60.

61.

62.

The assurance practitioner shall not expressuranodified opinion when the
following circumstances exist and, in the assurgm@etitioner’'s judgement, the
effect of the matter is that one or more matemahpliance breaches may exist:

(@) there is a limitation on the scope of theuemsce practitioner’s work. That is,
circumstances prevent, or the responsible partgngaging party imposes a
restriction that prevents, the assurance pracétidrom obtaining evidence
required to reduce compliance engagement risk écafipropriate level. The
assurance practitioner shall express a qualifiechiap or disclaim the
opinion, depending on how material or pervasivelithéation is;

(b) inthose cases where:

() the assurance practitioner’'s opinion is wakde terms of the responsible
party’s assertion, and that assertion is not fastigted, in all material
respects; or

(i) the assurance practitioner’'s opinion is wextddirectly in terms of the
applicable requirements and the criteria, and thsur@nce practitioner
concludes that the entity is not compliant with #pplicable requirements
in a material respett

the assurance practitioner shall express a rahldr adverse opiniornRef:
Para. A57)

In accordance with paragraphs 16 and 20, wilitens discovered after the
engagement has been accepted, that there aretablsudriteria, or the identified
subject matter is not appropriate for a compliaecgjagement the assurance
practitioner shall express:

(a) a qualified or adverse opinion where the l|atkcriteria or inappropriate
subject matter is likely to mislead the intendedrasor

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

The assurance practitioner shall express afigdabpinion where the assurance
practitioner’s assessment of the effect of thetgatiack of compliance with the
applicable requirements is not so material or pEwaas to require an adverse
opinion, or a disclaimer of opinion. The qualifieginion is expressed as being
“except for”, or otherwise discloses the effectstled entity’s lack of compliance
with the applicable requirements.

Where the assurance practitioner identifiesattanthat gives rise to a qualified or
adverse opinion, or a disclaimer of opinion undaiagraphs 59 and 61 of this SAE,

4

In those direct reporting compliance engagemethisre the requirement information is presented amly
the assurance practitioner’s report, and the assarpractitioner concludes that the requiremente immt
been met/do not conform with the criteria in allteval respects, for example: “In our opinion, exctor
[...], the compliance plan of XYZ meets the requiremsespecified in [source of requirement and the
specified criteria] in all material respects ...” Buan opinion or conclusion would be considered tdsioe
qualified (or adverse as appropriate).
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the assurance practitioner shall consider any atitigs under the agreed terms of
the engagement to separately report those matt¢ing responsible party and/or the
intended users of the assurance practitioner'srtepo

If the work of an expert has been used, therasse practitioner shall make no
reference to that work in the section of the aswmeapractitioner’'s report that

contains the assurance practitioner’'s opinion. &kgurance practitioner has sole
responsibility for the opinion expressed in theusasce practitioner’s report and,

accordingly, that responsibility is not reducedtbg assurance practitioner’s use of
the work of an expert.

If the work of the internal auditors has besedj the assurance practitioner shall
make no reference to that work in the section efalksurance practitioner’s report
containing the assurance practitioner's opinion.twithstanding its degree of
autonomy and objectivity, the internal audit funatiis not independent of the
entity. The assurance practitioner has sole redpibitysfor the opinion expressed
in the assurance practitioner's report and, acogtgj that responsibility is not
reduced by the assurance practitioner’s use oivthr& of the internal auditors.

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

65.

66.

In addition to communicating material deficiescin the compliance system and
material compliance breaches, the assurance poaetit shall consider other
reporting responsibilities as specified in the adgreerms of engagement, including
the appropriateness of communicating relevant msattd governance interest
arising from the compliance engagement with thpaesible party.

The assurance practitioner shall consider ahgroreporting obligations set by
regulators, legislators and statutory bodies.

*k%

Application and Other Explanatory Material
Objectives(Ref: Para. 8)

Al.

The responsibility for an entity’'s complianeath applicable requirements rests
with the responsible party. A compliance engagenpentormed by an assurance
practitioner does not relieve the responsible partyits obligations to ensure
compliance with those requirements.

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

A2.

AS.

Engagement circumstances include the term$i@fehgagement, whether it is a
reasonable assurance engagement or a limited mesurangagement, the
characteristics of the subject matter, the critexibe used, the needs of the intended
users, relevant characteristics of the responpitaiy and its environment, and other
matters, for example events, transactions, comditand practices, that may have a
significant effect on the engagement.

Suitable criteria are relevant to the particu@rcumstances of a compliance
engagement, and can be:
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. established, developed or accepted by thosggetiavith governance of an
entity; or

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

. established in applicable law or regulation.

Acceptance and Continuance of Compliance Engagement
Appropriateness of the Subject MattRef: Para. 14)

A4

AS.

AG.

An appropriate subject matter is:

(a) identifiable, and capable of consistent eaxtun or measurement against
suitable criteria; and

(b) such that the information about it can begestted to procedures for gathering
sufficient appropriate evidence to support a reaBlEnassurance or limited
assurance opinion, as appropriate.

The subject matter for a compliance engagemanttake 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 erggagnt can also take many forms.
Examples include:

. information returns asserting compliance widtpital adequacy requirements
of registered banks in accordance with the requerdm specified by the
Reserve Bank of New Zealand.

. reports produced under applicable laws or egns, for example reports
produced for the trustee of a continuous issuededit securities asserting
compliance with relevant requirements containedthe financial markets
legislation.

. reports produced under the terms of a grantifigh scheme asserting
compliance with the terms of the grant for grardcamtability purposes.

The characteristics of different subject matter example the degree to which
information concerning the subject matter is olyectersus subjective, historical
versus prospective, qualitative versus quantitaafect:

(@) the precision with which the subject mattan de evaluated or measured
against the criteria; and

(b) the persuasiveness of available evidence.

Suitable Criteria(Ref: Para. 17)

AT.

The criteria used for purposes of a compliamegagement will vary depending on
the nature of the applicable requirements. Suitatriéeria should have the
characteristics of being relevant, complete, rédiabeutral and understandable and

19



A8.

A9.

SAE 3100

are context-specific. For a compliance engagemtTd, criteria an assurance
practitioner is required to use to evaluate and smeathe responsible party’s
compliance with requirements may be specified ire tlaws, regulations,
agreements, contracts, standards codes or policies.

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

developed to meet the needs and purposes of spgoifups of users, for example
for use by a prudential regulator.

Examples of suitable criteria that may apply time 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.
* ministerial or government directives.
* guidelines or practice notes issued by a eggulor oversight agency.

* industry or professional obligations (professil standards or guidance,
codes of practice or conduct).

* enforceable contractual obligations.

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

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

» frameworks developed for internal use, or a&edpby an entity to
demonstrate compliance in a particular area (f@angle, environmental
management; social responsibility; quality managgine

Agreeing the Terms of the Compliance Engagemeigkef: Para. 23-26)

Al10. The reports to be provided and the extenthef tesponsibility assumed by an

All.

Al2.

assurance practitioner in a compliance engagemaptvary considerably with the
circumstances.

It is important that there be a clear underditag and agreement with the client (the
engaging party or the responsible party) as tornaere of the services to be
provided and the nature of the report. The agreedd of the engagement should be
put in writing to avoid future misunderstandings. wkitten engagement letter
normally provides the clearest record of agreemesthed with the client.

Reporting responsibilities specified in legtgn or regulations address matters of
interest or concern to regulators. Some legislativeegulatory requirements may
create a unique reporting relationship betweenagsirance practitioner and the
regulator by requiring the assurance practitiowereport directly to the regulator
without necessarily involving the responsible party those charged with
governance of the entity for which the assurancactgroner is appointed to
undertake the compliance engagement.
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Al13. The responsible party’s involvement in the aggment is important because the
matters of interest or concern to the regulatorinerently of direct relevance to
the responsible party. The extent of the involveihra@nthe responsible party will
vary with the nature of the reporting requirememts.a minimum however, the
responsible party would need to have a clear utatedsg of:

(@) the nature of the reporting requirementstaed responsibilities in relation to
those requirements;

(b) the information the assurance practitiondt miquire in order to assess this
responsibility, including any representations thitbe required; and

(c) the process the assurance practitioner willlow in issuing any reports
required under the engagement.

Al4. Whenever practical, the intended users or tlegaresentatives should be involved
with the assurance practitioner and the respongiditey (and the engaging party if
different) in determining the requirements for toenpliance engagement.

Changes to the EngagemeRréf: Para. 27)

Al5. The responsible party may request an assurgmaetitioner to change the
engagement from a reasonable assurance engagemenmt limited assurance
engagement, or to a non-assurance engagementassheance practitioner should
not agree to any change in the engagement witheagonable justification. A
change in circumstances which affects the intendsers’ requirements, or a
misunderstanding concerning the nature of the esrgagt, ordinarily will justify a
request for a change in the engagement.

Planning and Performing the Compliance EngagemenRef: Para. 29)

Al6. Planning the compliance engagement ordindrilyolves developing an overall
strategy for the scope, emphasis, timing and cdndiithe engagement, and an
engagement plan, consisting of a detailed approatining the nature, timing and
extent of evidence gathering procedures to be pedd and the reasons for
selecting ther Ordinarily, adequate planning:

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

. assists the assurance practitioner to idemtdtential problems on a timely
basis and properly organise and manage the coropli@angagement in order
for it to be performed in an effective manner;

. assists the assurance practitioner to propaslsign work to compliance
engagement team members, and facilitates theictaireand supervision and
the review of their work; and

. will assist the coordination of work done byet assurance practitioners and
experts (where applicable).

®  The planning procedures relevant to an audit ge@nt are contained in ISA (NZ) 300, “Planning an

Audit of Financial Statements”, and may be helpfuldetermining planning procedures applicable to a
compliance engagement.
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Al7. The nature and extent of planning activitiedl wary with the engagement
circumstances, for example:

. the size and complexity of the entity; and
. the assurance practitioner’s previous expedenith the entity.

Al18. Matters the assurance practitioner considgerspart of the planning activities
include:

. the terms of the engagement;
. the characteristics of the applicable requinet:i@nd the relevant criteria;
. the engagement process and possible souressdaince;

. understanding of the entity, its environmend ats compliance system,
including the risks that the entity may not be cbeam with the applicable
requirements;

. identification of intended users and their re2ednd consideration of
materiality and the components of compliance engege risk; and

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

A19. Planning is not a discrete phase, but ratheromtinual and iterative process
throughout the compliance engagement. As a refulhexpected events, changes
in conditions, or the evidence obtained from thsults of evidence-gathering
procedures, the assurance practitioner may neeevise the overall strategy and
compliance engagement plan, and the nature, tinand extent of further
procedures.

A20. As part of the planning phase of the compkarengagement the assurance
practitioner ordinarily performs a combination ofidence-gathering procedures.
The types of procedures that may be undertakendecl

. risk assessment of the entity’s complianceesyst

. review of the operation of the compliance systencluding the operation of
controls relevant to achievement of the entity’smipbance objectives;

. review of work performed by the entity’s intatrauditors and assessment of
the reliance that may be placed on this work byafsirance practitioner.
Understanding the Entitref: Para. 31)

A21. Obtaining an understanding of the entity, tleguirements, criteria and other
engagement circumstances is an essential part asfniplg and performing a
compliance engagement. That understanding ordynamibvides the assurance
practitioner with a frame of reference for exemyggsiprofessional judgement
throughout the engagement, for example when:

. considering the elements of the entity’s coarpte system;

. identifying where special consideration maynleeessary, for example factors
indicative of fraud, and the need for specialidatissor the work of an expert;
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. establishing and evaluating the continued empateness of quantitative
materiality levels (where appropriate), and/or cd&sng qualitative
materiality factors;

. designing and performing further evidence-gatige procedures to reduce
compliance engagement risk to an acceptable lavel;

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

A22. The assurance practitioner considers whether understanding is sufficient to
assess the risks that the entity is, or may begenmmady non-compliant with the
applicable requirements.

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

A23. The nature and extent of planning and subsegerddence gathering procedures
will vary with the engagement circumstances, angl mhaturity of the entity’s
compliance system.

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

. procedures for identifying and updating apgiliea requirements, and
identifying control objectives relating to thosejugements;

. staff training and awareness programmes;

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

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

. processes to identify and monitor the impleragoh of further mitigating
actions required to ensure that applicable requereamare met;

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

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

. periodic sign off by management or those chargith governance and/or
external third party outsourced service practitisnas to compliance with
applicable requirements; and

. a compliance governance structure that estwdisresponsibility for the
oversight of the compliance system with those obdngith governance of the
entity.

Materiality and Compliance Engagement Risk
Materiality (Ref: Para. 33)
A24. The assurance practitioner needs to considésnmality:

(@ when determining the nature, timing and exteh evidence-gathering
procedures; and
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(b) when evaluating whether a detected or suspgecbmpliance breach is
material.

The assurance practitioner’s consideration of rraiy should include obtaining
an understanding of factors that might influeneedhcisions of the intended users.

The assurance practitioner should consideenadity in the context of quantitative
and qualitative factors such as:

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

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

. the interests of the intended users.

The assessment of materiality and the relativeomapce of quantitative and
gualitative factors in a particular engagement aratters for the assurance
practitioner’s professional judgement.

Compliance Engagement Ri&lef: Para. 34)

A26.

A27.

A28.

In a reasonable assurance engagement theaassupractitioner needs to reduce
compliance engagement risk to an acceptably lowl levthe circumstances of the
engagement to obtain reasonable assurance as $iwe fba a positive form of
expression of the assurance practitioner’s opinion.

In a limited assurance engagement, the cortibmaf the nature, timing, and extent
of evidence-gathering procedures is at least seffidor the assurance practitioner
to obtain a meaningful level of assurance as thasbfor a negative form of
expression of the assurance practitioner’s opiniambe meaningful, the level of
assurance obtained is likely to enhance the inttngers’ confidence about the
entity’s compliance with the applicable requirensetiat a degree that is clearly more
than inconsequential. The level of accepted compéagengagement risk is higher in
a limited assurance engagement than in a reasoasfleance engagement because
of the different nature, timing or extent of evidengathering procedures.

In general, compliance engagement risk comaprisherent risk, control risk and
detection risk. The degree to which the assuramaetiponer’'s consideration of
these components is reflected in the evidence-gath@rocess for a compliance
engagement is affected by the engagement circuoesam particular the nature of
the applicable requirements and whether a reasenab$urance or a limited
assurance engagement is being performed. The canizoaf risk that may require
further consideration include those pertaining tompliance policies, resources,
monitoring, detection and documentation.

Material Deficiencies in an Entity’s Compliance t&ys(Ref: Para. 35)

A29.

If the assurance practitioner becomes awamaierial deficiencies 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 teedhto identify, assess and report
compliance breaches,
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the assurance practitioner needs to considewtlmving implications:

(@) the possible increased risk of non-complianegh the applicable
requirements;

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

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

Obtaining Evidence(Ref: Para. 37)

A30.

A31.

A32.

A33.

A34.

The sufficiency of evidence is the measurdghef quantity of evidence obtained.
Appropriateness is the measure of the quality alence; that is, its relevance and
its reliability. The assurance practitioner ordilyarconsiders the relationship
between the cost of obtaining evidence and theulmseds of the information
obtained. However, the matter of difficulty or erpe involved is not in itself a
valid basis for omitting an evidence-gathering pubae for which there is no
alternative. The assurance practitioner uses wieal judgement and exercises
professional scepticism in evaluating the quarditg quality of evidence, and thus
its sufficiency and appropriateness, to supporoghiaion in the compliance report.

In a compliance engagement evidence may bbegat through enquiry and
observation, tests of controls relevant to comgkarsubstantive tests, for example
direct testing of key assertions, and represemstreceived from the responsible

party’.

The amount of evidence from each source in WRBIth is deemed by the assurance
practitioner to constitute sufficient appropriateidence to reduce compliance
engagement risk to an acceptable level is a midtethe assurance practitioner’s
professional judgement.

A compliance engagement rarely involves thilaentication of documentation, nor

is the assurance practitioner trained as or exgettebe an expert in such

authentication. Under paragraph 37 of this SAEas&urance practitioner needs to
consider the reliability of the information to besed as evidence, for example
photocopies, facsimiles, filmed, digitised or otldectronic documents, including

consideration of controls over their preparatiod araintenance where relevant.

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

(@) obtaining an understanding of the entity'sisibess, its compliance
environment and the key elements of the entityimgtance system;

(b) obtaining an understanding of the applicatdquirements, the criteria and
other engagement circumstances which, dependinigeosubject matter, may
include obtaining an understanding of the contn@kevant to achieving
compliance with the applicable requirements andingsthe operating
effectiveness of those controls;

6

The concepts and discussions on evidence relevantant audit engagement are contained in

ISA (NZ) 500, “Audit Evidence”, and may be helpfin determining the evidence applicable to a
compliance engagement.
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(c) obtaining an understanding of the internaliafunction where appropriate,
and any relevant testing of the effectiveness lefvent controls performed as
part of that function during the period and evahgthe results of this testing
and the level of reliance that can be placed os Work and the impact on
further evidence-gathering procedures;

(d) based on the understanding acquired undgfl(aand (c), assessing the risks
that the entity may be non-compliant with appliealsequirements in a
material respect;

(e) responding to assessed risks, including deusj overall responses, and
determining the nature, timing and extent of furgwe@cedures;

() performing further evidence-gathering procexu clearly linked to the
identified compliance engagement risks, using algpation of tests of the
operating effectiveness of relevant controls, icfipa, observation,
confirmation, recalculation, re-performance and udryg Such further
evidence-gathering procedures may involve subsemiocedures, including
obtaining corroborating information from sourceslépendent of the entity;
and

(g) final evaluation of the sufficiency and apmriateness of evidence obtained to
support the opinion expressed in the compliancertep

In a compliance engagement the assuranceitppaet ordinarily performs a
combination of evidence-gathering procedures tlefleact a strategy to obtain
planned levels of assurance from testing the canpé system, and substantive
testing, as appropriate to the engagement circunoss$a It is unlikely that the
required level of assurance may be obtained frohy performing one type of
testing. The type and extent of these procedurbdeibased on the complexity of
the entity, nature of the business and the riskssssent. The types of procedures
that may be undertaken are:

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

The results of the above testing are ordinarihaleated by the assurance
practitioner to ensure the evidence gathered icgirit and appropriate for the
purposes of the engagement.

Using the Work of an ExpgRef: Para. 38)

A36.

A37.

When the assurance practitioner intends tathesevork of an expert, the assurance
practitioner needs to evaluate whether the expkdse work is to be used has the
necessary capabilities, competence and objectifaty the purposes of the
engagement. In the case of an external expert\hriation of objectivity should
include enquiry regarding interests and relatigpslinat may create a threat to that
expert’s objectivity.

The assurance practitioner needs to obtaurffecient understanding of the field of
expertise of the expert to enable the assuranctifpraer to:
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(@) determine the nature, scope and objectiveshalf expert's work for the
purposes of the engagement; and

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

Using the Work of Internal Audito(Ref: Para. 39)
Obtaining an Understanding of the Internal Audih&lion

A38.

A39.

An internal audit function may be responsifie providing analyses, evaluations,
assurances, recommendations, and other informatiomanagement and those
charged with governance. Internal auditors maygoerfactivities related to internal
control, or activities related to the services apstems.

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

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

. examination of financial and operating inforrmat The internal audit
function may be assigned to review the means usewientify, measure,
classify and report financial and operating infotiora and specific enquiry
and other procedures into individual items inclgdidetailed testing of
transactions, balances and procedures.

. evaluation of the economy, efficiency and difemess of operating activities
including non-financial activities.

. evaluation of compliance with laws, regulations amther external
requirements, and with management policies andtiines and other internal
requirements.

Representations by the Responsible Partyref: Para. 45-46)

A40.

A41l.

Written confirmation of oral representationseduces the possibility of
misunderstandings between the assurance practitimethe responsible partyn
particular, the assurance practitioner ordinaglguests from the responsible party a
written representation concerning the responsildety{s compliance with the
applicable requirements, whether or not it is tarisle available as an assertion to
the intended users. Having no written represemtatiy result in a qualified
opinion or a disclaimer of opinion on the basisadimitation on the scope of the
engagement. The assurance practitioner may altadma restriction on the use of
the compliance report.

During a compliance engagement, the respangafty may make representations
to the assurance practitioner, either unsolicitechaesponse to specific enquiries.
When such representations relate to matters tieamaterial to the requirements’

evaluation or measurement, the assurance praetitandinarily:

" Matters for consideration and an illustrative ragée of a representation letter relevant to an taudi
engagement are contained in ISA (NZ) 580, “WritRegpresentations”, and may be helpful in determining
representations applicable to a compliance engageme
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(@) evaluates their reasonableness and consysteitit 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.

Representations by the responsible party dameplace other evidence the
assurance practitioner may reasonably expect svaiable. An inability to obtain
sufficient appropriate evidence regarding a mdttat has, or may have, a material
effect on the evaluation or measurement of theiegipke requirements, when such
evidence would ordinarily be available, constitudelsmitation on the scope of the
engagement, even if a representation from the ressiple party has been received
on the matter.

Evaluation and Communication of Compliance BreachegRef: Para. 47-48)

A43.

A43.

A45.

In evaluating any compliance breaches the ramsa practitioner ordinarily
considers materiality as specified in the terms eofgagement, any relevant
legislative, regulatory or other (e.g. contractuafjuirements which may apply and
the effect on the decisions of the intended usérth® assurance practitioner’s
report and the assurance practitioner’s opinion.

The assurance practitioner ordinarily consdére following factors to evaluate
whether a identified or suspected compliance bresaotaterial:

(@) the size, complexity and nature of the elstiictivities;
(b) the nature of the breach — whether it issmhated or systematic occurrence;

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

(d) commonly accepted practice within the reléwadustry;
(e) regulatory, legislative or contractual requients;

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

(g) the specific termsf the compliance engagement.

For both reasonable assurance and limitedr@ssel engagements, if the assurance
practitioner becomes aware of a matter that leddsasssurance practitioner to
guestion whether a material compliance breach £xibe assurance practitioner
would ordinarily pursue the matter by performinghest evidence-gathering
procedures sufficient to enable the assuranceipoaetr to form an opinion.

Communications with the Responsible P@rgf: Para. 48)
A46. The assurance practitioner’'s communicatiortl Wie responsible party concerning

any compliance breaches may be made orally or iitingr Ordinarily, the
assurance practitioner’s decision whether to comaat® orally or in writing is
affected by factors including the following:

. the size, operating structure, legal structarel communications processes of
the entity.
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. the nature, sensitivity and significance of thatters to be communicated.

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

. the amount of ongoing contact and dialogue @bsurance practitioner has
with the responsible party.

. whether there is any requirement for the asm@ra practitioner to
communicate with intended users concerning mateoahpliance breaches
that are detected or observed in the course cfrigagement.

Considering Subsequent EventgRef: Para. 49)

A47. The extent of consideration of subsequent tsvédepends on the potential for such
events to affect the entity’'s compliance with thpplacable requirements, and to
affect the appropriateness of the assurance poagits opinion. Consideration of
subsequent events in some compliance engagementsanbe relevant because of
the nature of the subject matter and the perioddgosgported on. For example, if a
one-off material breach occurs in the period subsetjto the period being reported
on, this may not impact on the assurance pracétisropinion, however it would
ordinarily be reported to the responsible partyd(aossibly also to intended users
of the assurance practitioner’s report where tlhei@ requirement to do so). If the
material breach was indicative of a systemic igbia¢ has potential to impact the
period on which the assurance practitioner is mampprthen those events would
require further consideration in assessing therasse practitioner’s opinion.

Documentation (Ref: Para. 50)

A48. Documentation required under paragraph 50isf$AE, includes a record®of

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

. the results of the procedures and the evidebtaned;

. significant professional judgements made itedrining the suitable criteria;
and

. significant matters arising during the engagetnand the conclusions reached
thereon and significant professional judgements enad reaching those
conclusions. The existence of difficult questiorfspanciple or judgement
calls for the documentation to include the releviacts that were known by
the assurance practitioner at the time the corausias reached.

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

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

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

The nature, form, content and extent of docuniEmaelevant to an audit engagement are contained
ISA (N2Z) 230, “Audit Documentation”, and may be piell in determining the nature, form, content and
extent of documentation applicable to a compliagargagement.

29



AS0.

SAE 3100

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

It is neither necessary nor practical to doenmevery matter the assurance
practitioner considers when performing a compliaecgagement. In applying
professional judgement in assessing the extenbafidentation to be prepared and
retained, the assurance practitioner may considet /¢ necessary to provide an
understanding of the work performed and the bastkeoprincipal decisions taken
(but not the detailed aspects of the engagemerdahather experienced assurance
practitioner who has no previous experience with #@ngagement. That other
practitioner may only be able to obtain an undeditay of detailed aspects of the
engagement by discussing them with the assurarasitmner who prepared the
documentation.

Preparing the Report (Ref: Para. 56-57)

AS51.

AS52.

AS53.

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

In developing the opinion, the assurance pgracer ordinarily considers all
relevant evidence obtained, and whether it appacorroborate or to contradict
the subject matter information.

ISAE (NZ) 3000 and this SAE do not requirdandardised format for reporting on
compliance engagements. Instead this SAE identiffes basic elements an
assurance practitioner’s report should include.dRsdor compliance engagements
are tailored to the specific engagement circums&smnéhe assurance practitioner
may choose a short form or long form style of répgrto facilitate effective
communication to the intended users. Short-fornemspordinarily include only the
basic elements. Long form reports often describedétail the terms of the
compliance engagement, the criteria being used fiadohgs relating to particular
aspects of the compliance engagement and, in sas®escrecommendations, as
well as the basic elements. Any findings and recemghations may be clearly
separated from the assurance practitioner’s opiarothe entity’s compliance with
the applicable requirements, and the wording usgumésenting them makes it clear
whether they affect the assurance practitionerisiop. The assurance practitioner
may use headings, paragraph numbers, typograptieates, for example the
bolding of text and other mechanisms, to enhaneeclfrity and readability of the
report.

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

A54.

A report for a compliance engagement ordigadescribes relevant facts and
findings sufficient to allow readers to understatiee basis upon which the
assurance practitioner's opinion has been formenhdifigs arise from an

examination of the underlying facts, comparisonthveriteria and the assurance
practitioner’s analysis of differences between wisabbserved and the criteria
including, where applicable, the causes and effefctise differences.
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Reporting Additional Information - Findings and Reamendations

AS5.

The assurance practitioner may expand theeobrdf the report to include other
information and explanations that do not direcfie@ the assurance practitioner’s
opinion, but provide additional useful informatitmthe users. Examples include:

. disclosure of materiality considerations aplie
. findings relating to particular aspects of doenpliance engagement.
. recommendations.

Whether to include any such information dependgssignificance to the needs of
the intended users. Additional information is digaeparated from the assurance
practitioner’s opinion and worded in such a marsteas not to affect that opinion.

Modifications to the Compliance Rep@ref: Para. 59)

A56.

In those cases where the assurance practisonemodified opinion would be
worded in terms of the responsible party’s asseramd that assertion has identified
and properly described that the entity does not ptpnwith the applicable
requirements, under paragraph 59 of this SAE, #iseirance practitioner needs to
either:

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

(b) if specifically required by the terms of taegagement to word the opinion in
terms of the responsible party’s assertion, expagsanqualified opinion but
emphasise the matter by specifically referring ta the report.

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

AS7.

AS8.

When considering an appointment to undertalemrapliance engagement for an
entity under the provisions of applicable legiglatior regulations, an assurance
practitioner should obtain an understanding of sypgcial reporting responsibilities
assumed by virtue of such appointment. The assenaractitioner should consider:

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

. the implications of any provisions containedtle legislation or regulation
enabling any regulator to require additional repattsome future date; and

. when and how the assurance practitioner isireguo report under those
special responsibilities.

If the provisions of legislation or regulati@ne not clear regarding the nature and
extent of the reporting responsibilities associatgith an engagement undertaken
pursuant to the relevant legislation or regulatidhe assurance practitioner should
endeavour to obtain clarification concerning thossponsibilities with the relevant
regulator, or obtain an interpretation of thos@oesibilities 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 requirementscmdmstances.

Note: Each example report provides two illustrativeopinions: (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 [appropriate title for the report]

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 compiawith the [applicable requirements].

Our responsibility is to express an opinion on [paof entity’'s] compliance with [the
applicable requirements], in all material respe@sr 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 detalil
included to be determined by the assurance prawtit]. These procedures have been
undertaken to form an opinion as to whether thengaf entity] has complied, in all material
respects, with the [applicable requirements] fer[tberiod from ..../.../..... to....[....[.....].

Use of Report

This report has been prepared for the [Intendedd]s¢ [name of entity] in accordance with
[the applicable requirements]. We disclaim any agstion of responsibility for any reliance
on this report to any persons or users other tharjlbtended Users] of [name of entity], or
for any purpose other than that for which it waspared.

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

Because of the inherent limitations of [details yided as appropriate by the assurance
practitioner, refer to limitations in evidence gaihg procedures and limitations in the

responsible party’s compliance system], it is dassihat fraud, error or non-compliance may
occur and not be detected. As the procedures peefbrfor this engagement are not

performed continuously throughout [the relevantiqufrand the procedures performed in

respect of [name of entity’s] compliance with [dqgplicable requirements] are undertaken on
a test basis, our assurance engagement canndidaeare to detect all instances where [name
of entity’] may not have complied with [the applida requirements]. The opinion expressed
in this report has been formed on the above basis.

Other than in our capacity as assurance practitioveshave no relationship with, or interests
in, [name of entity].
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Opinion
(A) Unmodified

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

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

In our opinion, except for [detail the exceptiongs)provide details under a separate section
of the report], [name of entity] has/have complied, all material respects, with the
[applicable requirements] for the [period from .../l.... to.....[....[.....].

Factual Findings and Recommendations (include agerdened by the assurance
practitioner under paragraph A57 of SAE 3100)

[This section of the report would provide relevant sufficient information to allow readers
to understand the basis upon which the assura@acéitppmer’s opinion has been formed. The
inclusion of this information depends on its sigrahce to the needs of the intended users].

[Assurance practitioner’s signature]
[Date of the Assurance practitioner’s report]
[Assurance practitioner’s address]
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Example 2

EXAMPLE OF A LIMITED ASSURANCE REPORT
INDEPENDENT ACCOUNTANT'S REPORT

To [Intended Users]

Report on the [appropriate title for the report]

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

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

Our responsibility is to express an opinion on [epaof entity’'s] compliance with the
[applicable requirements], in all material resped®ur review has been conducted in
accordance with SAE 3100 to provide limited assceathat the [name of entity] has
complied with the [applicable requirements] inrakterial respects. Our procedures included
[level of detail included to be determined by tleswaance practitioner]. These procedures
have been undertaken to form an opinion that ngthas come to our attention that causes us
to believe that [name of entity] does not compthyall material respects, with the [applicable
requirements] for the [period from ..../.../..... to..../.....].

Use of Report

This report was prepared for the [Intended Usdrfii@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 thafintended Users] of [name of entity], or for
any purpose other than that for which it was prepar

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

Because of the inherent limitations of any [detailsvided as appropriate by the assurance
practitioner, refer to limitations in evidence gaihg procedures and limitations in the
responsible party’s compliance system, it is pdediat fraud, error or non-compliance may
occur and not be detected. A review is not desigaeatktect all instances of non-compliance
with the [applicable requirements], as it generalbynprises making enquiries, primarily of
the responsible party, and applying analytical atiter review procedures. The opinion
expressed in this report has been formed on theedbasis.

Other than in our capacity as reviewer, we haveetagionship with, or interests in, [name of
entity].

Opinion
(A) Unmodified

Based on the evidence obtained from the proceduedsave performed, nothing has come to
our attention that causes us to believe that [nafrentity] does not comply, in all material
respects, with the [applicable requirements] fer[tberiod from ..../.../..... to....[....[.....].
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Or
(B) Modified (under paragraph 59(b)(ii) of SAE 3300

Based on the evidence obtained from the procedusedave performed, except for the
matter noted [detail the exception(s) or provid&ile under a separate section of the report],
nothing has come to our attention that causes uslieve that [name of entity] does not
comply, in all material respects, with the [apptiea requirements] for the [period from

cdodoton L

Factual Findings and Recommendations (include agerdened by the assurance
practitioner under paragraph A55 of SAE 3100)

[This section of the report would provide relevant sufficient information to allow readers
to understand the basis upon which the assura@acéitpmer’s opinion has been formed. The
inclusion of this information depends on its sigrahce to the needs of the intended users].

[Assurance practitioner’s signature]
[Date of the Assurance practitioner’s report]
[Assurance practitioner’s address]
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