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Introduction 

1. This memorandum provides background to, and an explanation of, the proposed changes to the draft Audit Guidance Statement (AGS) Comfort Letters and Other Assistance for Public Offerings of Equity Securities in Singapore, approved for re-exposure by the Institute of Certified Public Accountants of Singapore (ICPAS) in August 2008. 

Background 

2. In December 2004, ICPAS issued an exposure draft of the guidance on Comfort Letters and Other Assistance for Public Offerings of Equity Securities in Singapore (ED).  The comment period ended on 15 March 2005.  The exposure draft attracted comments from many constituents, including accounting firms, lawyers and investment banking firms.  The comments were wide-ranging and were deliberated at length by ICPAS.

3. ICPAS has completed its evaluation of comments received.  Generally, it was noted that constituents would like to have consistency in practice in Singapore and agreed that there should be some form of guidance on comfort letters.  However, there were divergent views on how to achieve this consistency in practice.  One school of thought was that the ICPAS guidance should be modelled after requirements and practices in other jurisdictions, for example, in the United States or in Europe for bond and debt offerings.  On the other hand, ICPAS has to take into consideration the fact that Singapore adopts standards issued by the International Assurance and Auditing Standards Board (IAASB) of IFAC and that the IAASB framework is different from that of the United States. The United States standard on comfort letters, SAS 72, basically requires the comfort letter to be in the form of a negative assurance report. The IAASB has yet to commence work on guidance for comfort letters and ICPAS does not consider it appropriate at this stage to issue guidance that follows requirements of SAS 72. It is envisaged that it would be too costly to potential issuers if such guidance were applicable in Singapore and hence the framework for this draft AGS is that of the “agreed-upon procedures”, which is similar to guidance issued in Hong Kong for comfort letters.  This difference in view between the non-accountant constituents and ICPAS had resulted in many rounds of discussions and debate.

4. For the purpose of evaluating the comments received and deciding on what would be the most appropriate guidance for Singapore, ICPAS engaged in discussions with the investment banking community, via representatives from the Singapore Investment Banking Association (SIBA). After rigorous and prolonged discussions, agreement has been achieved on several significant areas which are reflected in this draft of the AGS.  For example, with regard to SIBA’s request for a more specific form of comfort to be provided, like “nothing came to our attention that caused us to believe…” ICPAS is now proposing to adopt similar wording in the report of factual findings in the example comfort letter. The conditions for using that form of report and the rationale are elaborated below under the sub-section on “Form of comfort to be provided” (paragraph 11 of this note).

5. ICPAS considers that a re-exposure of the proposed AGS is necessary because substantive changes have been made to the ED as a result of taking into consideration the wide-ranging comments from many constituents, including those of investment banking firms, lawyers and accounting firms.

Significant Issues and Related Proposals 

6. Comments are invited on the re-drafted proposed AGS, especially on the five main issues of: (a) procedures to be undertaken; (b) form of comfort to be provided; (c) reference to the liability cap in the arrangement letter; (d) reference to audited financial statements; and (e) caveat on reliance on the comfort letter. 
Procedures to be undertaken

7. The form of guidance that ICPAS proposes to issue is based on the principles of “agreed upon procedures” under the Singapore Standard on Related Services (SSRS) 4400 Engagements to Perform Agreed-upon Procedures Regarding Financial Information. Under this standard, which is identical to an international standard, the scope and specification of the procedures must be determined by the party requesting the work to be undertaken.
8. SIBA’s comment on the above principle is that notwithstanding SSRS 4400, the reporting auditor should assist the sponsor managers in reaching a decision about the procedures to be followed for the purpose of the comfort letter and to have this clearly stated in paragraph 14 of the example arrangement letter (Appendix 1 of the AGS).  In response, ICPAS offers more specific guidance on the types of procedures that are normally used, (Annex A of Appendix 2 of the AGS), but retains paragraph 14 as originally drafted. 
9. Under the same paragraph 14, ICPAS also received comments from the investment banking community that there should be a clause stating that the reporting auditors will report to the sponsor manager as soon as they become aware of any fraud, withholding, concealment or misrepresentation of information that is considered relevant to the subject of the offering.  ICPAS considers the inclusion of such a clause as tantamount to an agreement to the provision of a negative assurance report which is governed by another auditing standard. The provision of a negative assurance report would require a different approach quite apart from the comfort letter arrangement.  ICPAS does not consider it appropriate to have this matter dealt with as a general clause in the arrangement letter for the comfort letter.
Form of comfort to be provided

10. SIBA had requested for a more specific form of comfort to be provided, like, “nothing came to our attention that caused us to believe …..”  in the example comfort letter (Appendix 2 of the AGS).  

11. ICPAS has considered the request and although reports under SSRS 4400 provide only factual findings as a result of procedures carried out and would normally not include any opinion, it is possible that the expression of facts known to the reporting auditor may sometimes take the form of a statement that “nothing came to our attention that caused us to believe that ….”.  The rationale is that this form of reporting is still under SSRS 4400 if it is clear that the statement is made solely as a result of performance of substantive procedures undertaken and is based on findings that are substantively factual and may be restricted to matters such as: (a) changes in share capital, shareholders’ funds, net current assets, total current assets or long-term debt of the issuer; and (b) changes in turnover, profit, taxation, interest expense or depreciation of property, plant and equipment, over a specified period.  

12. ICPAS’ current view on this matter is found in the re-drafted paragraph 17 of the AGS and in the example comfort letter (Appendix 2 of the AGS).

Reference to the liability cap in the arrangement letter

13. Some from the investment banking community had objected to the brief guidance relating to a liability cap in the preamble of the example arrangement letter (Appendix 1 of the AGS).  

14. ICPAS would reiterate that the work carried out by the reporting auditors for the purpose of the issue of the comfort letter is of the nature of agreed-upon procedures.  Unlike work related to a statutory audit where a “true and fair view” is expressed, it is established professional practice that work related to “agreed-upon procedures” could be subject to a liability cap.  ICPAS is of the view that as a minimum, this should be highlighted as a possibility to the reporting auditors.

15. From a technical standpoint, there are no reasons why a liability cap could not be applicable for work on comfort letters.  This is in line with similar guidance issued by the Hong Kong Institute of Certified Public Accountants (HKICPA), which also contains a reference to a liability cap.

Reference to audited financial statements

16. ICPAS was requested by its members to reconsider the inclusion of a reference to audited financial statements in the example comfort letter (Appendix 2 of the proposed AGS). 

17. The arguments presented were that the purpose of the comfort letter is to afford the sponsor manager access to certain information and procedures which they cannot realistically perform on their own, which clearly does not apply in this case. The auditors had already expressed an opinion on the financial statements and the sponsor manager should be able to establish the validity of the audited financial statements.  Any cross-reference to the audited financial statements and the report that was issued could imply that the reporting auditor had contemplated the subject of the offering document, which would be misleading.

18. ICPAS has deliberated the arguments presented and agrees that it would not be appropriate to have the reference to audited financial statements in the example comfort letter.  This reference has now been removed in the example comfort letter (Appendix 2 of the proposed AGS).

Caveat on reliance on the comfort letter

19. SIBA commented on the following caveat in the example comfort letter (Appendix 2 of the proposed AGS) stating that they do not consider it to be a fair one:

“Further, you may not rely on this letter if you have any actual knowledge of facts or information not disclosed to us, which if such disclosure is made, would reasonably lead us to change the contents of this letter and/or the Schedules, or vary the Agreed-Upon Procedures as set out in the Terms of Reference”
20.  The main argument articulated by SIBA for their comment was that the framework for the reporting auditors had already been clearly laid out.   

21. ICPAS has considered the comment and remains convinced that the reporting auditors cannot be held responsible to the sponsor managers for things that the sponsor managers knew (of which the reporting auditors did not) and which later proved to be an issue.  The principle that ICPAS follows is that the purpose of the comfort letter is to provide the sponsor managers with information that they cannot access or establish on their own.

Other comments

22. It is reiterated that the objective of ICPAS in issuing any AGS on comfort letters is to give guidance to members who might be performing professional work on an offering that is not governed by the requirements of the US standard SAS 72 or that the International Capital Market Association format. ICPAS does not view it appropriate to track the SAS 72 or ICMA format requirements if it were to issue an AGS for Singapore.  However, there is nothing in the AGS that would prevent any ICPAS member from complying with those other standards when required to do so or when the member believes that those standards are appropriate. The purpose of the AGS is to provide guidance on comfort letters until such time when the IAASB issues guidance on comfort letters, at which time the AGS may be with amended or withdrawn and reissued to conform to international standards.

Guide for Commentators 

23. ICPAS has carefully considered the responses to the initial proposals contained in the earlier ED. The above background information and explanation of significant issues and related proposals serve to provide an overview of the developments from the earlier ED to the current one under consideration.

24. Comments are most helpful when they refer to specific paragraphs, include the reason for the comments and, where appropriate, make specific suggestions for any proposed changes to wording to enable ICPAS to fully appreciate the respondent’s position. Where a respondent agrees with proposals in the exposure draft (especially those calling for a change in current practice), it will be helpful for ICPAS to be made aware of this view.

25. Please submit your comments, preferably by email, so that they will be received by 28 November 2008. Comments should be addressed to: 

Executive Director

Institute of Certified Public Accountants of Singapore

20 Aljunied Road #06-02

CPA House

Singapore 389805
Comments should be emailed to cpasingapore@icpas.org
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Comfort Letters and Other Assistance for Public Offerings of Equity Securities in Singapore
Introduction

1. This statement provides guidance to the members of the Institute of Certified Public Accountants of Singapore (ICPAS) hereby referred to as reporting auditors, for performing and reporting on the results of engagements to issue letters (commonly referred to as “comfort letters”) for Sponsors, Issuer Managers and Underwriters (hereinafter referred to collectively as “Sponsor Managers”) and other assistance in connection with the financial information contained in Public Offering Documents lodged with the Monetary Authority of Singapore (the “MAS”) under the Securities and Futures Act (Chapter 289) (the “SFA”).

2. The guidance in this statement generally addresses comfort letters issued in connection with public offerings in Singapore of equity securities pursuant to the SFA, but specifically refers to compliance of the information with MAS rules and regulations. 

3. The use of comfort letters has been widely adopted in capital market transactions around the world, and reporting auditors in Singapore have in recent years issued comfort letters in connection with equity securities offerings by various Singapore companies with a tranche offered outside Singapore (whether with respect to a United States Securities and Exchange Commission registered offering or under an offering pursuant to US Rule 144A/Regulation S).  Such comfort letters have been the subject of negotiations between Singapore reporting auditors and the Sponsor Managers. This statement only applies to comfort letters that are issued by the reporting auditors in respect of an offering of equity securities to the public in Singapore. In respect of any other securities offering, wholly or partially outside Singapore, the reporting auditor may rely on guidance issued in the relevant jurisdiction, for example US guidance, for any US offering. The guidance for one jurisdiction should be applied in its entirety, and not partially. Guidance from more than one jurisdiction will not be drawn upon by analogy.
4. This statement also applies to other assistance, in the form of participation in verification and due diligence meetings, given to Sponsor Managers as part of their investigations and obligations (commonly referred to as due diligence), relating to information included in the Public Offering Documents. This statement also applies where such assistance is given to Managers, underwriters, merchant banks or other similar persons acceptable to the Exchange in performing their own due diligence.

5. Reporting auditors may also issue a comfort letter in connection with acquisition transactions in which there is an issue or transfer of equity securities, (if such comfort letters are requested by the buyer or seller, or both,) as long as the arrangement letter provides for it.  Such a report issued by reporting auditors on a preliminary investigation in connection with a proposed transaction (for example, a merger, an acquisition, or a financing) is not within the scope of this statement except if such issue or transfer of equity securities are deemed to be an offering of securities under the [SFA]. 
Definition

6. In this statement, unless the contrary intention appears, the terms have meanings as follows:

SFRS
Singapore Financial Reporting Standards issued by the Accounting Standards Council.

Issuer
A company or undertaking, any of whose securities, are, or are proposed to be, the subject of a public offering.

Listing Rules
The provisions of the Singapore Exchange Listing Manual as from time to time, amended, modified or supplemented.

Managers
Issue managers as referred to in Rule 111 of the Singapore Exchange Listing Manual.
Public Offering Document(s)
Any document issued by an entity pursuant to statutory or regulatory requirements relating to shares or other equity securities on which it is intended that a third party should make an investment decision, including a preliminary document, prospectus, listing application, circular to shareholders or similar documents.

Reporting auditors
Auditors (who are members of ICPAS) engaged to prepare report(s) on historical financial information for inclusion, in or in connection with, a Public Offering Document.

“SGX-ST “or 
Singapore Exchange Securities Trading Limited.

the “Exchange”

SFA
Securities and Futures Act (Chapter 289).

Sponsor
An entity appointed under the Listing Rules by an Issuer to provide advice to and assist the Issuer in listing, lodging the formal application for listing and supporting documents and dealing with the Exchange.

Sponsor Managers
The Sponsors, Managers, underwriters and (where they form a part of the syndicate) sub-underwriters in a public offering in Singapore.
Applicability

7. Under the SFA, there is no requirement for any Sponsor to obtain comfort letters from reporting auditors.

8. It is nonetheless a condition in certain underwriting, subscription or purchase agreements to require reporting auditors to provide comfort letters. At times even though it may not be stated as a condition in such agreements, a comfort letter may still be requested. 

9. Reporting auditors may provide a comfort letter to Sponsor Managers and/or agree to participate in discussions and answer questions at one or more due diligence/verification meeting(s) in connection with financial information included in the Public Offering Documents lodged with the MAS pursuant to the SFA and any other work done for, and its relationship with, the Issuer.

10. Comfort letters may also be requested by Sponsor Managers, in relation to offerings of debt securities, collective investment schemes authorised by the MAS (such as real estate investment trusts or REITs) and business trusts registered by the MAS, and in each case, listed on the SGX-ST and made pursuant to a Public Offering Document. Whilst the scope of this statement is confined to comfort letters issued in relation to offerings of equity securities, the principles of this statement also apply to such other comfort letters.

Purpose of a comfort letter

11. Criminal and civil liabilities are currently imposed by sections 253 and 254 of the SFA on various persons for any false or misleading statement in or omission of material information from any part of a Public Offering Document. 

12. Comfort letters are meant to assist Sponsor Managers to establish a defence against liability under the SFA and any other applicable laws, as well as to protect their reputation in the market place.  The receipt of a comfort letter may form part of the procedures taken by Sponsor Managers to establish that they have made all inquiries that were reasonable in the circumstances and believe on reasonable grounds that the statements in a Public Offering Document are not false or misleading or that there was an omission from the Public Offering Document.

13. It is an established market practice in other jurisdictions (such as the United States) for comfort letters to be issued by an independent public accountant in favour of the underwriters in connection with securities offering in order to assist the underwriters to establish what is known as a “due diligence” defence.  

Addressees of the comfort letter

14. The comfort letter may be issued for the benefit of the Issuer, directors of the Issuer (in their personal capacity as directors) and the Sponsor Managers that have accepted the terms and conditions of the arrangement letter. An example of an arrangement letter for financial statements included in a Public Offering Document, which makes reference to the issue of a comfort letter, appears in Appendix 1.

15. The terms of such an arrangement letter could include the issue of a comfort letter to the Issuer, directors of the Issuer (in their personal capacity as directors) and the Sponsor Manager who accept the terms of the arrangement letter.

16. A comfort letter should not be issued for the benefit of any party who has not accepted the terms and conditions of the arrangement letter.  Acceptance of the terms and conditions of the arrangement letter by parties other than the Manager can be made by authorising the Manager to sign the arrangement letter on their behalf, or by signing a counterpart of the arrangement letter.  A comfort letter issued for the benefit of parties who have not accepted the terms and conditions of the arrangement letter does not fall within the scope of this statement.

The expected levels of comfort to be given

17. For the purposes of Public Offering Documents, the comfort letter is issued by reporting auditors based on agreed upon procedures under the guidance in Singapore Standards on Related Services (“SSRS”) 4400, Engagements to Perform Agreed-upon Procedures Regarding Financial Information.  Reports under SSRS 4400 provide factual findings arising from procedures carried out and would normally not include any opinion.  The expression of the facts known to the reporting auditor may sometimes take the form of a statement that “nothing came to our attention as a result of the procedures stated in the report that caused us to believe that …..”.  As the wording in such a statement is, by itself, similar to the form of a negative assurance opinion issued in a review engagement (eg. one issued under SSRE 2400), care should be taken to ensure that such a statement of known facts is not mistaken as a negative assurance opinion.  This is normally done by qualifying the statement appropriately by reference to the agreed-upon procedures, eg. by referring to the statement being issued “solely on the basis of the foregoing procedures”.

Delivery of comfort letters

18. Pursuant to paragraph 9, a comfort letter should be dated, and delivered to the Sponsor Managers (or any such party who has accepted the terms and conditions of the arrangement letter) on the date of the lodgement with the MAS and/or such other dates subsequent to that date as the Sponsors (etc.) might request (e.g. on the date of registration with the MAS, the pricing date, the closing date and over-allotment closing date) with respect to certain matters disclosed in the Public Offering Document.  In all other instances reporting auditors should issue only comfort letters in its draft form on incomplete drafts of the Public Offering Documents. Please refer to paragraph 37 for guidance on bring down letters.

19. Should a party other than a party to the arrangement letter, request for a comfort letter, the request should be made in writing.

20. When a party, other than the parties who may have legal responsibility for the completeness and accuracy of the information contained in the Public Offering Document pursuant to the public offering, requests a comfort letter, the reporting auditors need not provide that party with a comfort letter.

Risks associated with comfort letters

21. Reporting auditors should be aware that there are uncertainties which give rise to risks of misunderstanding on the nature and scope of comfort letters.  Much of the uncertainty arises from the lack of understanding of the limited nature of the comments that reporting auditors can properly provide in relation to financial information which has not been audited in accordance with Singapore Standards on Auditing (“SSA”), and accordingly, is not covered by an audit opinion.

22. Another uncertainty associated with the objectives of Sponsor Managers in requesting comfort letters is the lack of established authoritative literature on the meaning of  "reasonable investigations" of unaudited financial information, which is sufficient to satisfy the Sponsor's purposes.  In requesting comfort letters, Sponsor Managers are generally seeking to perform "reasonable investigation" of financial and accounting data that is not covered by an audit opinion so as to raise a defence against possible claims under the SFA. 
23. In view of the above uncertainties, there are limitations as to how reporting auditors are able to assist Sponsor Managers in their performance of "reasonable investigations".  One limitation is that reporting auditors can properly comment in their professional capacity only on matters to which their professional expertise is substantially relevant.  Another limitation is that procedures such as those described in the comfort letter provide reporting auditors a basis of reporting on nothing more than that a list of procedures has been performed, to report on the findings of those procedures, and for expressing, at the most, a statement of findings in the manner contemplated in paragraph 17, ie. “nothing came to our attention as a result of the procedures stated in the report that caused us to believe that …..” Such limited procedures may bring to the reporting auditors’ attention significant matters affecting the financial information, but they do not provide assurance that the reporting auditors will become aware of any or all significant matters that would be disclosed in an audit or review.  This risk should be specifically emphasised in the comfort letter.

Procedures in connection with the issuance of a comfort letter


Determination of the procedures

24. The Sponsor Managers and the Issuer should determine what procedures are sufficient for their purposes.  What constitute reasonable investigation of unaudited financial information sufficient to satisfy an underwriter’s purposes has never been authoritatively established. Consequently, only the underwriter can determine what is sufficient for his or her purposes. Reporting auditors will normally be willing to assist the underwriter, but the assistance reporting auditors can provide by way of comfort letters is subject to limitations.

25. Where the reporting auditors consider it necessary or where requested by the Issuer or any Sponsor Manager, the reporting auditors may meet with the relevant parties to discuss and reach an understanding on the procedures to be followed in connection with the issuance of the comfort letter.

26. During such meetings, the reporting auditors may describe procedures that are generally followed (see the examples in Annex A of Appendix 2) or discuss requested procedures that are not feasible to be performed. Such a meeting may substantially assist the Sponsor Managers or parties in reaching a decision on the procedures to be followed by the reporting auditors taking into account the reporting auditors’ knowledge of the Issuer.  However, any discussion of procedures should be accompanied by a clear statement that the reporting auditors cannot furnish any assurance regarding the sufficiency of the procedures for the Sponsor Managers’ purposes and the reporting auditor’s working papers should include a memorandum of any discussions with the Issuer and the Sponsor Managers regarding the procedures that they are to perform.

27. The procedures that the reporting auditors are engaged to perform should be specific and stated clearly in the comfort letter so that there will be no misunderstanding regarding the basis on which the reporting auditors are providing comments.  Reporting auditors should prepare a draft of the form of the comfort letter they expect to furnish as soon as possible.

Draft comfort letter

28. To the extent possible, the draft should deal with all matters to be covered in the final comfort letter and should use exactly the same terms as those to be used in the final comfort letter (subject, of course, to further negotiations and the understanding that the comments in the final comfort letter cannot be exactly determined until the procedures referred in it have been performed as the text of the comfort letter will depend on the results of such procedures).  The draft comfort letter should be identified as a draft to avoid giving the impression that the procedures described therein have been performed.  This practice of furnishing a draft comfort letter at an early stage enables the reporting auditors to make clear to the Issuer and the Sponsor Managers what the reporting auditors may be expected to furnish.  Thus furnished with a draft comfort letter, the Sponsor Managers are afforded the opportunity to discuss further with the reporting auditors the procedures that the reporting auditors have indicated they expect to follow and to request any additional procedures that the Sponsor Managers may desire.

29. If the additional procedures pertain to matters relevant to the reporting auditors’ professional competence, the reporting auditors would ordinarily be willing to perform them and it is desirable for them to furnish the Sponsor Managers with appropriately revised drafts of the comfort letter. It is important, therefore, that the procedures to be followed by the reporting auditors be clearly set out in the comfort letter, in both the draft and final form, so that there will be no misunderstanding about the basis on which the reporting auditors’ comments have been made and so that the Sponsor Managers can decide whether the procedures performed are sufficient. The reporting auditors may reasonably assume that the Sponsor Managers, by indicating his or her acceptance of the draft comfort letter, and subsequently by accepting the comfort letter in the final form, considers the procedures described sufficient for its purposes. Statements or implications that the reporting auditors are carrying out such procedures as they consider necessary should be avoided, since this may lead to misunderstanding about the responsibility for the sufficiency of the procedures for the Sponsor Mangers’ purposes.

30. The following is a suggested form of legend that may be placed in the draft comfort letter for identification and explanation of its purposes and limitations:

“This draft is furnished solely for the purpose of indicating the form of comfort letter that we would expect to be able to furnish [name of Sponsor and Issuer] in response to their request, the matters expected to be covered in the comfort letter, and the nature of the procedures that we would expect to carry out with respect to such matters.  Based on our discussions with [names of Sponsor Managers] together with [name of Issuer’s representative], it is our understanding that the procedures outlined in this draft comfort letter are those they wish us to follow.  Unless [names of Sponsor Managers] informs us otherwise, we shall assume that there are no additional procedures they wish us to follow.  The text of the comfort letter itself will depend, of course, on the results of the procedures, which we would not expect to complete until shortly before the comfort letter is given.”

Request of comfort letters from other reporting auditors


Principal reporting auditor

31. Comfort letters are occasionally requested from more than one reporting auditor (for example, where the Issuer is formed by a merger of two or more pre-existing companies).  At the earliest practicable date, the principal reporting auditor should indicate to the Issuer, and the Issuer should advise any reporting auditor besides the principal reporting auditor, that a comfort letter may be requested from such other reporting auditor.  A draft of the Public Offering Document should be furnished to such other reporting auditors at the earliest opportunity so that their draft comfort letter may be prepared (a copy of which should be furnished to the principal reporting auditor) at an early date and to give sufficient time to such other reporting auditors to perform the agreed upon procedures.

Reporting auditors that are not auditors of all financial information

32. There may be situations in which more than one reporting auditor is involved in the audit of the financial statements of a business and in which the reports of more than one reporting auditor appear in the Public Offering Document. The principal reporting auditors (that is, those who report on the consolidated financial statements and, consequently, are asked to give a comfort letter with regards to information expressed on a consolidated basis) should read a comfort letter from the other reporting auditors reporting on significant units.  Such letters should contain statements similar to those contained in the comfort letter prepared by the principal reporting auditors.  The principal reporting auditors should state in their comfort letters that (a) as one of the procedures they have followed, they have read the comfort letters, addressed to the Sponsor Managers/Issuer, of the other reporting auditors, and (b) the procedures performed by the principal reporting auditors (other than reading the letters of the other reporting auditors) relate solely to companies audited by the principal reporting auditors and to the consolidated financial statements.

33. The principal reporting auditors are not obliged to provide comfort on prior year financial statements or on subsidiaries audited by other reporting auditors unless re-audited or reviewed by the principal reporting auditors. Should the principal reporting auditors agree to a request to provide comfort on prior year figures or/and subsidiary accounts that were not audited by the principal reporting auditors, such a comfort letter given will not fall within the scope of this statement.

Guidance on the format and contents of comfort letters

34. This section provides guidance on the format and possible contents of a typical comfort letter.  It addresses how the comfort letter should be dated, to whom it may be addressed, and the contents of the introductory paragraph of the comfort letter.  Further, it addresses the subjects that may be covered in a comfort letter.  An example of a comfort letter is in Appendix 2.

Dating

35. A comfort letter issued in connection with financial statements included in the Public Offering Document is normally dated no earlier than the financial statements.  

36. Reporting auditors may also be requested to deliver “bring down” versions of comfort letters on subsequent dates. In these instances, it will be necessary to carry out the specified procedures and enquiries through the cut-off date of each letter. Although comments contained in an earlier comfort letter may, on occasion, be incorporated by reference in the bring down letter, the bring down letter should relate only to information in the Public Offering Document as at the time of pricing, as well as most recently amended. An example of a bring down letter is attached as Appendix 4.
Addressee

37. The comfort letter should not be addressed or given to any parties other than the Issuer, the directors of the Issuer (in their personal capacity as directors), and the named Manager, Sponsor Managers or other parties who have accepted the terms and conditions of the arrangement letter.


Introductory paragraph

38. It is desirable to include an introductory paragraph similar to the following:

“We have performed the procedures in accordance with the Terms of Reference on the issue of [identify securities] to be filed by ____________ (name of Issuer) under the Securities and Futures Act (the “SFA”).  The Public Offering Document as of ____________, is herein referred to as the Public Offering Document.”

It is common practice for the agreed-upon procedures, set out here in Annex A for illustrative purposes, to be set out within the body of the comfort letter.

The reporting auditors should generally not make reference to the reports that were previously issued or other work performed by the reporting auditors in a different capacity (other than those referred to in the agreed-upon procedures) as it may give the impression that the reporting auditors assume responsibility for the sufficiency of the procedures for the purposes of the Sponsor.


Commenting in a comfort letter on information other than audited financial statements

39. Comments included in the comfort letter will often concern specific financial statement items.  For commenting on these matters, the reporting auditors should follow the guidance in SSRS 4400 Engagements to Perform Agreed-upon Procedures regarding Financial Information.
40. Reporting auditors should report on financial information contained in the Public Offering Document only when:
(i) it has been obtained from the Issuer’s historical financial information, financial statements or accounting records that are subject to the Issuer’s internal controls, policies and procedures;

(ii) it has been derived directly from such historical financial information, financial statements or accounting records by analysis or computation (for example, percentages or financial ratios); or

(iii) it has been the subject of a separate assurance engagement performed in accordance with SSAs issued by ICPAS or similar auditing standards.

41. To avoid any misunderstanding about the responsibility for the sufficiency of the agreed-upon procedures for the Sponsor’s purposes, the reporting auditors should not make any statements or imply that they have applied procedures that they have determined to be necessary or sufficient for the Sponsor’s purposes.  The Sponsor may ask the reporting auditors to perform additional procedures.  For example, if the Sponsor requests the reporting auditors to apply additional procedures and specifies items of financial information to be reviewed and the materiality level for changes in those items that would necessitate further inquiry by the reporting auditors, the reporting auditors may perform those procedures and should describe them in the comfort letter.  Descriptions of procedures in the comfort letter should include descriptions of the criteria specified by the Sponsor.

42. Terms of uncertain meaning (such as general review, limited review, reconcile, check, or test) should not be used in describing the work, unless the procedures meant by these terms are described in the comfort letter.

43. Matters to be covered by the comfort letter should be made clear in the meetings with the Sponsor’s and Issuer’s representative and should be identified in the arrangement letter and in the draft comfort letter.  Since there is no way of anticipating other matters that would be material in meeting the objectives of the Sponsor, reporting auditors should not make a general statement in a comfort letter that, as a result of carrying out the specific procedures, nothing else has come to their attention that would be of interest to the Sponsor.


Knowledge of internal control

44. The reporting auditors should only report on financial data generated by the Issuer’s financial reporting system that the reporting auditors have relied upon in expressing an opinion on the annual financial statements or on information derived from such financial data. Knowledge of the Issuer’s internal control over financial reporting includes knowledge of the control environment, risk assessment, control activities, information and communication, and monitoring.  Sufficient knowledge of the Issuer’s internal control as it relates to the preparation of annual financial information would ordinarily have been acquired, and may have been acquired with respect to interim financial information, by the reporting auditors who have audited the Issuer’s financial statements for one or more periods.

45. The reporting auditors should not comment in a comfort letter on (a) summary interim financial information that has not been audited or reviewed, (b) a financial forecast when historical financial statements provide a basis for one or more significant assumptions for the forecast, or (c) significant movements in share capital, long-term debt and selected financial statement items, unless they have obtained knowledge of the Issuer’s internal control as it relates to the preparation of both annual and interim financial information.  When the reporting auditors have not audited or reviewed the most recent financial statements, and thus have not acquired sufficient knowledge of the entity’s internal control, the reporting auditors should perform procedures to obtain that knowledge.


Subsequent changes

46. Comments regarding subsequent changes typically relate to whether there has been any significant movements in equity, long-term debt or other specified financial statement items during a period, known as the “change period”, subsequent to the date and period of the latest financial statements included in the Public Offering Document to the latest practicable date close to the date when the Public Offering Document becomes effective (being the date to which certain procedures described in the letter are to relate, for example a date five days before the date of the letter) or any “bring down” date(s).  These comments would also address such matters as subsequent movements in the amounts of (a) net current assets or shareholders’ equity and (b) net sales and the total and per-share amounts of profit from ordinary activities and of net profit (as well as any other item for which comfort is requested).  The reporting auditors will ordinarily be requested to read minutes and make enquiries of company officers as well as to perform certain other additional procedures relating to the whole of the change period.  


Tables, statistics, and other financial information

47. The Sponsor Managers may sometimes request the reporting auditors to include comments on tables, statistics, and other financial information appearing in the Public Offering Document in the comfort letter.

48. The reporting auditors should not comment on matters merely because they happen to be present and are capable of reading, counting, measuring, or performing other functions that might be applicable.  They should comment only with respect to information (a) that is expressed in dollars (or percentages or multiples derived from such dollar amounts) and that has been obtained from accounting records that are subject to the Issuer’s controls over financial reporting or (b) that has been derived directly from such accounting records by analysis or computation.  The reporting auditors may also comment on quantitative information that has been obtained from an accounting record if the information is subject to the same controls over financial reporting as the dollar amounts.

49. Examples of matters that should not be commented on by the reporting auditors unless subjected to the Issuer’s controls over financial reporting (which is not ordinarily the case), include the square footage of facilities, number of employees (except as related to a given payroll period), and backlog information.  Reporting auditors would generally not be in a position to comment in the comfort letter on matters primarily involving the exercise of management’s business judgment.  For example, the causes of changes between periods in gross profit ratios or net income may not necessarily be within the reporting auditors’ knowledge and expertise.

50. To avoid ambiguity, the comfort letter should identify procedures performed with specified symbols and identify items to which those procedures have been applied directly on a copy of the Public Offering Document, normally known as the "ticks and ties" approach (See Terms of Reference in Appendix 2).  Another presentation that could be used is for the specific information commented on in the comfort letter to be identified by reference to specific captions, tables, page numbers, paragraphs or sentences.  Descriptions of the procedures followed and the findings obtained may be stated individually for each item of specific information commented on.  Alternatively, if the procedures and findings are adequately described, some or all of the descriptions may be grouped or summarised, as long as the applicability of the descriptions to items in the Public Offering Document is clear and the descriptions do not imply that the reporting auditors assume responsibility for the adequacy of the procedures.  It would also be appropriate to present a matrix listing the financial information and common procedures employed and indicating the procedures applied to the specific items.  

51. Comments in the comfort letter concerning tables, statistics, and other financial information included in the Public Offering Document should be made in the form of a description of procedures followed; the findings (ordinarily expressed in terms of agreement between items compared); and in some cases, as described below, statements with respect to the acceptability of methods of allocation used in deriving the figures commented on.  Whether comments on the allocation of income or expense items between categories of sales (such as military or commercial sales) may appropriately be made will depend on the extent to which such allocation is made in, or can be derived directly by analysis or computation from, the Issuer’s accounting records.  In any event, such comments, if made, should make clear that such allocations are to a substantial extent arbitrary, that the method of allocation used is not the only acceptable one, and that other acceptable methods of allocation might produce significantly different results.  Furthermore, no comments should be made regarding segment information (or the appropriateness of allocations made to derive segment information) included in financial statements, since the reporting auditor’s report does not encompass that information.

For comments concerning tables, statistics, and other financial information, the expression “present fairly” (or a variation of it) should not be used.  That expression, when used by reporting auditors, ordinarily relates to presentations of financial statements and should not be used in commenting on other types of information.  Except with respect to requirements for financial statements, the question of what constitutes appropriate information in compliance with the requirements of a particular item of the Public Offering Document is a matter of legal interpretation outside the competence of reporting auditors.

52. As with comments relating to financial statement information, it is important that the procedures followed by the reporting auditors with respect to other information be clearly set out in the comfort letter, in both draft and final form, so that there will be no misunderstanding about the basis of the comments on the information.  Further, so that there will be no implication that the reporting auditors are furnishing any assurance with respect to the sufficiency of the procedures for the Sponsor’s intended purposes, the comfort letter should contain a statement to this effect.  In addition, the reporting auditors should not comment on information subject to legal interpretation, such as beneficial share ownership (as opposed to registered share ownership). An appropriate way of expressing the above is as follows:

“It should be understood that we make no representation regarding questions of legal interpretation or regarding the sufficiency for your purposes of the procedures enumerated in the preceding paragraph. In addition, such procedures would not necessarily reveal any material misstatements of the amounts, percentages and other financial information listed above or material omissions.  Further, we have addressed ourselves solely to the foregoing data as set forth in the Public Offering Document and make no representation regarding the adequacy of disclosure or regarding whether any material facts have been omitted.”


Concluding paragraph

53. In order to avoid misunderstanding of the purpose and intended use of the comfort letter, it is desirable that the comfort letter concludes with a paragraph along the following lines:

‘Unless otherwise agreed in the Arrangement Letter, this comfort letter is solely for the information of the addressees and to assist the addressees in conducting and documenting their investigation of the affairs of the company in connection with the offering of the securities covered by the Public Offering Document, and it is not to be relied upon, used, circulated, quoted, or otherwise referred to for any other purpose, nor is it to be filed with or referred to in whole or in part in the Public Offering Document or any other document, except that reference may be made to it in the underwriting agreement or in any list of closing documents pertaining to the offering of the securities covered by the Public Offering Document.’

Representation Letter

54. The reporting auditors should request a representation letter from the Issuer. The required elements of the representation letter from the Issuer are as follows and an example appears in Appendix 3:

· The letter should be addressed to the reporting auditors.

· The letter should contain the following:

 ‘We are knowledgeable in respect of the information contained in the Public Offering Document pursuant to the requirements of the SFA.’

· The letter should be signed by an authorised signatory of the Issuer.

Disclosure of subsequently discovered matters

55. Reporting auditors who discover matters that may require mention in the final comfort letter but that are not mentioned in the draft comfort letter that has been furnished to the Sponsor Managers, such as changes, increases, or decreases in specified items not disclosed in the Public Offering Document, should discuss them with the Issuer and Sponsor Managers so that consideration can be given to whether disclosure should be made in the Public Offering Document. If disclosure is not to be made, the reporting auditors should inform the Issuer that the matters will be mentioned in the comfort letter and should suggest that the Sponsor Managers be informed promptly.  It is for the reporting auditors to exercise their professional judgement on whether to be present when the Issuer and the Sponsor Managers discuss such matters.

56. When the reporting auditors become aware of information which relates to the comfort letter previously issued by the reporting auditors, but which was not known to the reporting auditors at the date of the comfort letter, and which is of such nature and/or from such a source that the reporting auditors would have investigated, had it come to the attention of the reporting auditors during the course of the work, the reporting auditors shall, as soon as practicable, undertake to determine whether the information is reliable and whether the facts existed at the date of the comfort letter.  In this connection, the reporting auditors should promptly discuss the matter with the Issuer and the Sponsor Managers.


Additional letters

57. Reporting auditors, when issuing a comfort letter under the guidance provided in this statement, may not issue any additional letters or reports to the Sponsor or the other requesting parties in connection with the offering or issue of securities in Singapore, in which the reporting auditors make comments on items which are precluded by this section, except pursuant to guidance provided in another statement.

Verification / Due diligence meetings

58. As part of their investigation, the Sponsor Managers may request one or more meetings (a “verification/due diligence meeting”) with the Issuer, the reporting auditors, and/or legal counsels, at which the respective parties are requested to respond to specific questions raised by the Sponsor.

Verification meetings

59. Verification notes typically follow verification meetings with reporting auditors signing off against the responses made orally during the verification meetings.
60. A verification meeting provides the Sponsor with an opportunity to obtain information required to fulfill their responsibilities. It provides an opportunity for reporting auditors to attend these meetings at which the Public Offering Document is drafted, to receive draft copies of the Public Offering Document, and generally to be satisfied with the form and context of the reporting auditors’ report in the final version before giving consent to the issue of the Public Offering Document.

Due diligence meetings

61. The questions asked in the due diligence meetings may relate to the business of the Issuer, information contained in the Public Offering Document, financial reporting, corporate governance, and other matters of interest to the Sponsor.

62. Before attending a due diligence meeting with the Sponsor Managers, reporting auditors should establish an understanding and agreement with the Issuer and the Sponsor Managers as to their role as reporting auditors as established in the terms and conditions of the arrangement letter. 

63. Matters to be agreed on might include the Issuer's management’s consent to the reporting auditors’ participation in the due diligence meetings in their role as reporting auditors, (where applicable) management’s undertaking to be represented in the meeting, a waiver of normal confidentiality requirements, and whether there would be any limits on the reporting auditors’ liberty to speak openly to the Sponsor Managers.  Reporting auditors should ordinarily be able to participate in meetings with the Sponsor Managers and legal counsels without the presence of Issuer’s management and speak openly at such meetings unless limited by the Issuer in which case this should be made known by the reporting auditors to the Sponsor Managers. 

64. Reporting auditors would normally request, and Sponsor Managers would normally agree to provide in advance of the meeting, a list of the questions addressed to the reporting auditors.  The purpose of providing a list of questions is intended to assist the reporting auditors, who may wish to meet with the Issuer’s management to discuss the intended responses, in preparing for the meeting. The list of questions, however, may not be exhaustive and the Sponsor Managers may raise additional or follow-up questions during or after the meeting.

65. In a due diligence meeting, the reporting auditors’ comments should be confined to matters properly relating to the engagement or which could have arisen during the course of the previous audits or reviews or other work performed by the reporting auditors in respect of the Issuer, including, for example:

(i) the nature and duration of the engagement as reporting auditors;

(ii) the reporting auditors’ professional experience;

(iii) the scope of the examination and other professional work in connection with the Public Offering Document;

(iv) conflicts of interest, professional disputes, independence issues or disagreement of opinions that may have arisen with the Issuer’s management, directors and audit committee or equivalent;

(v) questions relating to the accounting systems of which the reporting auditors have knowledge;

(vi) the reporting auditors’ ability to deliver reports, consents, comfort letters and any other letters or reports in connection with the Public Offering Documents; 

(vii) new developments in accounting, or pending accounting changes which have had or may have in future an effect on the Issuer’s financial statements; and

(viii) differences as they apply to the Issuer between SFRS or reporting GAAP and GAAP of other jurisdictions that may be relevant to the offering or issuance of the securities.  

66. Reporting auditors should confine comments in the meeting to matters properly relating to the engagement as reporting auditors and to work undertaken in connection with the Public Offering Document, as well as matters of which they have knowledge pursuant to previous audits or reviews or other work performed by the reporting auditors in respect of the Issuer. It is essential that comments be restricted to what the reporting auditors would be prepared to put in writing, and such a communication could be made only if it met the requirements in this statement.
67. Reporting auditors should note that there is currently no reporting framework for commenting on matters primarily involving discussion and analysis of the results of operations and financial position of the Issuer. Consequently, the auditor should consider carefully whether he is able to comment meaningfully on these matters without being misunderstood on the work he has carried out and the conclusions he is reporting.

68. Reporting auditors should consider whether it is appropriate to answer questions such as enquiries as to details within the accounts, questions about the Issuer’s income tax practices, or questions as to the adequacy of the Issuer’s insurance coverage (except in relation to the fairness of presentation of the historical financial information), unless such matters have come to the auditors’ attention during the course of the engagement or pursuant to previous audits or reviews or other work performed by the reporting auditors in respect of the Issuer. Any questions on such matters should be properly addressed to the Issuer’s management and should normally be responded to by management.

Cross-border and international offerings

69. When all or part of a securities offering is made in other jurisdictions, reporting auditors may be requested to perform procedures and provide a comfort letter for such offerings. In circumstances where there are no relevant standards governing the provision of a comfort letter in the jurisdiction in which the offer is being made, reporting auditors may refer to this statement in establishing the scope of work to be performed and the form and content of the comfort letter to the Sponsor Managers (or persons fulfilling a similar role to Sponsors Managers in that particular jurisdiction).  Nothing in this statement affects comfort letters requested and issued in connection with securities offerings outside of Singapore.


Professional and Legal implications

70. Reporting auditors who have been requested to follow a course other than what has been recommended, with regard to points not involving professional standards, should consider the professional and legal implications of doing so.

Effective date

71. This statement is effective for comfort letters issued on or after [___________]. 

Appendix 1

EXAMPLE ARRANGEMENT LETTER

The following example arrangement letter is provided for illustrative purposes only. It is intended to be used only as a guide to the possible form and content of an arrangement letter that reporting auditors may wish to provide, and is not intended to suggest standard wording to be used in any particular set of circumstances. The contents of the arrangement letter will vary according to the nature and timing of the information in the Public Offering Document, and the procedures agreed between the reporting auditors, the Sponsor Managers and the Issuer.

Reporting auditors would seek their own advice as to the form of contract they wish to adopt. In particular, if reporting auditors wish to include statements in the arrangement letter:

a. limiting their liability in respect of the engagement at the amount of the agreed fee for the engagement multiplied by (number) (X), for example; or

b. dealing with their own responsibility in the event that material information is withheld, concealed, or misrepresented,

they would take legal advice concerning the wording of such statements, including whether certain wording would only be applicable to certain parties, and how they are communicated.

The Directors (in your personal capacity as director of [name of Issuer])

Issuer (name and address)

The Lead Manager (name and address)

(as representative for the Sponsor Managers (as defined below)

 (as defined in Paragraph 2 below)

[Date]

Dear Sirs,

[PROPOSED] SECURITY OFFERING AND ISSUANCE BY ISSUER (the “Issuer”)

Introduction
1. This arrangement letter sets out the scope and limitations of the work to be performed by us in connection with the above transaction, namely the proposed offering and issue of [    ] (the “Issue”) in Singapore which will involve the preparation by the Issuer, and for which the Issuer and other Sponsors will be responsible, of a Public Offering Document in accordance with the Securities and Futures Act (Chapter 289) and the listing rules of the Singapore Exchange (the “SGX”).  This letter is provided in the context of the respective roles of the directors of the Issuer, the Lead Manager (the “Lead Manager”), the other Sponsor Managers (as defined in paragraph 2 below) and ourselves.

The services we will provide in connection with the proposed issue will comprise: provision of comfort letters and related “bring down” comfort letters (together the “comfort letters”) addressed to the addressees of this letter on the date of lodgment of the Public Offering Document with the Monetary Authority of Singapore (the “MAS”), registration of the Public Offering Document with the MAS, the pricing, closing and over-allotment option closing dates of the proposed issue in connection with the Public Offering Document.
Addressees
2. This arrangement letter is addressed to the directors of the Issuer (in their personal capacity as directors), to the Issuer, to the Lead Manager and to each of the other Sponsor Managers who have agreed or, prior to the issue of our comfort letter, will agree to participate in the proposed Issue and who have, or prior to the issue of our comfort letter will have validly authorised the Lead Manager to sign this arrangement letter on their behalf. Their legal names are set out in Table 1 to this arrangement letter and, together with the Lead Manager, are referred to in this arrangement letter as the “Sponsor Managers”.

3. By signing and accepting the terms of this arrangement letter, the Lead Manager confirms that it will receive prima facie authority from each Sponsor Manager who is an addressee to the comfort letter identified in Table 1 authorising it to sign this arrangement letter and give the confirmations set out in paragraph 5 on the relevant Sponsor Manager’s behalf.  

4. Up to the date of the relevant comfort letter, other Sponsor Managers may be added to Table 1 by the Lead Manager by written notice to the Issuer and us.  A Sponsor Manager may also be deleted from Table 1 where the Sponsor Manager withdraws from the issue and/or advises the Lead Manager that it does not wish to receive the benefit of the comfort letter and the Lead Manager informs us of the withdrawal of the relevant Sponsor, referred to in paragraph 3.  The revised Sponsor Managers shall then, together with the Lead Manager, be referred to in this arrangement letter as “the Sponsor Managers”.

Comfort letter
5. Each of the Sponsor Manager confirms that, in connection with the proposed Issue, it is expected to exercise due care and diligence in ensuring the completeness and accuracy of the information contained in the Public Offering Document as set out in Section 243 of the Securities and Futures Act (Chapter 289) and in Listing Rule 114 of the Singapore Exchange Securities Trading Limited's Listing Manual. Each of the Sponsor Managers confirms that it shall exercise such due care and diligence as required of it in connection with the proposed issue.  The Lead Manager confirms that, in connection with the proposed issue, it is aware of guidance relating to due diligence issued by Singapore Investment Banking Association from time to time, which will be followed by it in connection with the proposed issue.
6. Our comfort letter will be provided to the addressees of this letter solely in the context of the due diligence procedures that you undertake, or procure to be undertaken, in connection with the contents of the Public Offering Document for the purpose of any defence in such context that you may wish to advance in any actual or potential claim or proceeding, relating to, or in connection with the contents of the Public Offering Document.  Accordingly our comfort letter will be addressed to you for that purpose and may not be relied on by you for any other purpose.

7. Any comfort letter issued pursuant to this arrangement letter will not have been provided in accordance with the professional standards of any jurisdiction other than the appropriate professional standards issued by the Institute of Certified Public Accountants of Singapore. It is the responsibility of the Sponsor Managers, with our assistance, to determine whether the scope and extent of the comfort letter procedures are sufficient in respect of any obligations or responsibilities that each of them may have under any legislation, regulations and/or rule of law.

8. Our work and findings shall not in any way constitute advice or recommendations (and we accept no liability in relation to any advice or recommendations) regarding any commercial decisions associated with the issue, including in particular, but without limitation, any decision which may be taken by the Sponsor Managers (or any person connected to the Sponsor Managers) in the capacity of an investor or in providing investment advice to their clients.

9. Our comfort letter will be provided solely for your private information and should not be used for any purpose other than as set out in paragraph 6.  Except as set out in paragraph 10, our comfort letter may not be referred to in any other document (except that reference may be made to its existence in any agreement between the Issuer and/or the Sponsor Managers, and/or ourselves), and may not be made available to any other party [(except that a copy may be included in the bible of transaction documents memorializing the Issue prepared for the Issuer and the Sponsor Managers)].

10. Nothing in paragraphs 8 and 9 shall prevent you from disclosing our comfort letter to your professional advisers or under circumstances required by any law or regulation and/or referring to and/or producing our comfort letter in court or arbitration proceedings relating to the Issue or the Public Offering Document, and (i) reference may be made to comfort letter in any underwriting agreement or in any list of closing documents pertaining to the proposed issue of the securities covered by the Public Offering Documents, (ii) the comfort letter may be referred to or disclosed in any other communication between any of the addressees, (iii) the comfort letter may be referred to or disclosed to their professional advisors or third parties where to do so would be reasonable for the purposes of resolving any actual or potential claims or to establish a due diligence defence in respect of the Public Offering Documents in connection with the proposed issue.  Provided that our prior written consent is obtained, you may disclose our comfort letter to third parties.  Where we are required by a director of the Issuer (in their personal capacity as directors), the Issuer, the Lead Manager or any of the other Sponsors pursuant to subpoena or other legal process to produce other documents in support of our comfort letter or to attend arbitration or court proceedings to which we are not a party, the director, the Issuer, Lead Manager, and or the Sponsor undertake to reimburse us for our professional time and expenses incurred in responding to such requests.
11. Other than to parties who have validly accepted this arrangement letter, we will not accept any responsibility to any party to whom our comfort letter is shown or into whose hands it may come.

12. You may only rely on information and comments set out in our comfort letter on the basis of this arrangement letter.

Work and procedures

13. Our work will, where appropriate, be conducted in accordance with SSRS 4400, Engagements to Perform Agreed-upon Procedures Regarding Financial Information.  In jurisdictions outside Singapore, standards and practice relevant to reporting auditors may be different and may not provide for reporting in the manner contemplated herein.  Accordingly our comfort letter should not be relied on as being provided in accordance with the standards and practice of any professional body in any jurisdiction other than Singapore.

14. Our work in preparing the comfort letter will not go beyond performing the procedures explicitly set out therein and our findings will be based solely on the procedures actually performed. While this is the normal practice for public accountants acting as reporting auditors, you should note that such practice is significantly different from performing an audit.  You should be aware that even if an audit, which will involve a significant level of detailed testing of transactions and balances is carried out, it will not provide a guarantee that fraud will be detected. You will therefore agree that the procedures we will be performing are not designed to and are not likely to reveal fraud or misrepresentation by the management of the company or the group. In light of the limited scope of the procedures, we cannot accept responsibility for detecting fraud (whether by management or by external parties) or for misrepresentation by the management of the Company or the group unless detection of such withholding, concealment or misrepresentation should reasonably have been expected because the fact of such withholding, concealment or misrepresentation was evident without further enquiry from the information provided to us or will be required to be considered by us pursuant to the procedures agreed upon under this letter.  

15. We have not carried out an audit in accordance with any Singapore Standards on Auditing of any financial information relating to the Issuer for any period subsequent to [date of last audited balance sheet]. Accordingly, we shall not express any audit opinion. The procedures we will use to perform the work set out in the arrangement letter, will not constitute an audit or review made in accordance with any Singapore Standards on Auditing.  The procedures that we plan to conduct have been discussed between and agreed by the Issuer, the Lead Manager and us and will be recorded in the comfort letter itself.  If during the course of carrying out such procedures as are planned and agreed upon under this letter, and solely as a result of information provided to us in so doing, we conclude that there has been any withholding, concealment or misrepresentation in relation to such information, (or otherwise we conclude that such information contains an inconsistency which leads us to believe that there may have been such a withholding, concealment or misrepresentation), we will discuss with you whether further procedures can be designed to seek to resolve the matter.  Where such procedures are agreed between us, we will carry them out and amend the comfort letter accordingly.

16. We will only carry out those procedures expressly described in the comfort letter.  Accordingly, we make no representations regarding questions of legal interpretation and regarding the sufficiency for your purposes of such procedures and, therefore, our responsibility shall be limited to performing the work agreed upon in this arrangement letter and/or recorded in the comfort letter with the standard of due care, skill and diligence expected of a professional certified public accountant acting in like capacity would use.  If additional procedures or an audit or review of the financial statements of the Issuer were to be performed in accordance with Singapore Standards on Auditing, other matters might come to our attention which we would report to you.  The procedures to be performed by us should not be taken to replace any additional enquiries or procedures that may be appropriate in the performance of your role under the proposed issue.

17. In relation to the contents of the Public Offering Document, we will address ourselves solely to such financial information in the Public Offering Document as is identified in the comfort letter and we will make no representations as to the adequacy of disclosure in the Public Offering Document or as to whether any material facts or information have been omitted by the Issuer.  

18. Any opinions expressed on financial information outside the context of this arrangement letter were or are expressed solely in the context of the specific terms and conditions governing their preparation.  In particular, the terms of this arrangement letter and any action pursuant to it shall be additional to and shall not derogate from or change in any way any legal rights which any party to this letter may otherwise have acquired, whether in contract or in tort, in connection with our audits or reviews of the financial statements of the Issuer.

19. Save as may be expressly recorded in the comfort letter, we do not accept any responsibility for any other reports or letters beyond any responsibility that we owed to those to whom our reports or letters were addressed at the date of their issue.

Contents of the comfort letter

20. We will prepare and expect to issue a comfort letter addressed to the Issuer and the Sponsor Managers in connection with their due diligence enquiries in connection with the contents of the Public Offering Document on the basis described above.  We expect to be able to provide you with a comfort letter substantially in the form contained in Appendix 2, setting out the procedures that you have specified that we should carry out prior to issuing our comfort letter. [Where a draft comfort letter is not appended briefly explain the procedures to be performed, refer to Appendix 2, Terms of Reference.]  Your acceptance of our comfort letter in its final form constitutes your agreement to the scope and extent of such procedures.

21. We would be grateful if you would review the draft comfort letter that we expect to be able to provide you with and let us have any amendments you propose to the procedures as soon as possible, so that we can provide you with a revised draft for your further consideration and approval.

22. Once an advanced draft of the Public Offering Document is available and you have identified the detailed financial information the extraction or calculation of which you require to be covered in the comfort letter with our agreement, we will provide you with a further revised draft of the comfort letter for your approval of its scope prior to finalisation.

23. For the avoidance of doubt, we will not comment on the comfort letter in relation to, the prospective financial position or, save as expressly stated in the comfort letter, comment on or provide any opinion or other conclusion as to the current overall financial position of the Issuer.

Drafts

24. During the course of preparing the comfort letter we may show drafts of, or report orally on, our comfort letter to you.  In so far as any such draft or oral report is inconsistent with the subsequent final comfort letter, it will be deemed to be superseded by such final comfort letter.

Board representations and confirmation of facts

25. We shall be entitled to rely upon all documents and information provided by the Issuer’s directors, employees and agents and the Issuer agrees that they are authorised to provide us with such information and documents and upon the advice and information given by the Issuer’s other professional advisers.

26. By signing on this arrangement letter, the Issuer hereby undertakes that they will promptly draw our attention to any matters of which they are aware which may have an impact upon our comfort letter. The Issuer agrees that all information and documents which may have been given to other members of our firm will be given to our officers assigned to this engagement (without our officers asking) if such information and documents are relevant to this engagement.

27. As a condition to us agreeing to provide the comfort letter, we will require the Board of Directors/management of the Issuer to provide us with appropriate representations either by means of a board minute or by letter of representation from a duly authorised director of the Issuer, which will reflect the specific issues on which we are required to address in the comfort letter. 

Meetings

28. It will be necessary for us to receive copies of the draft Public Offering Document as it is produced and it may be necessary for us to attend meetings (including, but not limited to, meetings with the Issuer, and its directors and/or employees, and the Lead Manager and its employees, agents or advisers) at which the Public Offering Document is discussed and drafted or at which other related matters are discussed. We shall orally answer queries raised at such meetings on an informal basis but you should neither act nor refrain from acting on the basis of such informal oral answers unless and until they are reduced in writing and confirmed by the reporting accountant, whether in the final comfort letter or otherwise.  [For the purpose of this engagement, you are put on notice that none of our officers, personnel or representatives are authorised to give any oral advice or confirmation, or make any oral representation, on behalf of our firm that is not reduced in writing ("Oral Representations") by a partner of our firm. Hence, you agree that no Oral Representation made will be binding on us unless and until the same has been reduced in writing by us.

29. Unless otherwise specifically agreed between the parties, the Issuer agrees that we may communicate with the Sponsor Managers and other professional advisers advising on the proposed issue.  In connection with our work pursuant to this arrangement letter, the Issuer agrees that we may release to the Sponsor Managers and such other professional advisers any information relating to the Issuer, whether confidential or not and obtained during the course of our work or otherwise, and we shall not be liable to the Issuer for any use subsequently made of that information.

Post Date Events

30. Our Comfort Letter will be issued on the understanding that the representations referred to in paragraph 27 draw our attention to all matters of which the Board of Directors/management of the Issuer are aware concerning the Issuer’s financial position or the public offering which may have an impact on our comfort letter up to the date of signature. We have no responsibility to update the comfort letter for events and circumstances occurring after the date of the comfort letter, except as otherwise agreed, but we will be pleased to discuss further instructions as may be required.

Timetable

31. [We will endeavour to carry out our work in accordance with a timetable to be agreed between all parties that will satisfy the timelines of the lssuer.]. We [will provide] [are providing] you with our comfort letter on the date of the lodgement of the Public Offering Document with MAS and to provide you with an updated comfort letter or to issue bring-down versions of the comfort letter on the date of registration of the Public Offering Document with the MAS, the dates of pricing, closing of the issue, over-allotment option closing and such other date(s) as agreed with you.  [We will discuss with you any difficulties we encounter with this arrangement or with meeting the timetable as soon as the same arise.]

Applicable law and jurisdiction

32. This arrangement letter shall be governed by, and construed in accordance with, Singapore law.

The courts of Singapore whose laws govern the arrangement letter shall have exclusive jurisdiction in relation to any claim, dispute or difference which may arise out of or in connection with this arrangement letter.  Each party irrevocably waives any right it may have to object to an action being brought in any of those courts, to claim that the action has been brought in an inconvenient forum or to claim that those courts do not have jurisdiction.

33. The Contracts (Rights of Third Parties) Act, Chapter 53B of Singapore (the "Contracts Act”) shall not under any circumstances apply to the contract formed by this arrangement letter and any person who is not a signatory of this arrangement letter (whether or not such person shall be named, referred to, or otherwise identified in, this arrangement letter) shall have no right whatsoever under the Contracts Act to enforce the contract formed by this arrangement letter or any of its terms and the parties to this letter do not intend for any term of the contract formed by this arrangement letter to be enforceable by any third party.

Fees

34. Our fees will be the responsibility of and will be paid by the [Issuer/ Sponsors] [or Details of our fees and proposed billing arrangements have been set out in a separate letter to the Issuer/Sponsors, who will bear the responsibility of the payment thereof].

Other terms and conditions
35. In no circumstances shall we be liable, other than in the event of our bad faith or wilful default, for any loss or damage, of whatsoever nature, arising from information material to our work being withheld or concealed from us or misrepresented to us by the directors, employees, or agents of the Issuer or any other person of whom we may make enquiries, unless detection of such withholding, concealment or misrepresentation should reasonably have been expected because the fact of such withholding, concealment or misrepresentation was evident without further enquiry from the information provided to us or required to be considered by us pursuant to the procedures finally agreed upon under this letter.  This clause, and any assessment of our work made pursuant to it, will have regard to the limited scope of procedures agreed under this letter.

36. The terms and conditions, which are attached as Table 2, also form part of this arrangement letter. These terms and conditions shall apply to the Issuer, the Sponsor Managers and the reporting auditors.

37. In the event of any inconsistency between this arrangement letter and the terms and conditions in Table 2 attached the terms of this letter shall prevail.

Prohibition on assignment

38. No party may assign any of its rights in relation to this arrangement letter without the prior written consent of the others against whom the rights may be asserted, save that any Sponsor Managers may assign any of such rights, or such rights may pass by operation of law, to any successor to all or part of its business without such consent, provided that notice is given to us prior to any step being taken by you to enforce any rights hereunder.

Entire agreement
39. This letter and the appendices to it constitute the entire understanding between you and us in relation to the engagement.  We have no obligation to you in respect of any services to be performed in connection with the engagement, other than those obligations set out in the arrangement letter, those subsequently agreed by us in writing and those implied by law.  Any variation of the terms on which we are engaged and any matter relating to the engagement which is to have contractual effect between us and you must be in writing and will not be effective unless agreed and signed by a partner of this firm and by your duly authorised representatives.

Yours faithfully

ABC & Co

Certified Public Accountants

Singapore

Acknowledgement and Acceptance

[by the Issuer and Lead Manager]
I hereby confirm by my signature the agreement of the company stated below to the terms set out above.

Signed: .........................................................................................

(Director of [Issuer])

Name: …………………………………………………………..

For and on behalf of:....................................................................

Date:.............................................................................................

Signed: .........................................................................................

(Director of [Lead Manager])

Name: …………………………………………………………...

For and on behalf of [Lead Manager] and the Sponsor Managers listed in Table 1

Date: .............................................................................................

Table 1

Names of the Sponsor Manager 

(Subject always to compliance with the requirements 

of Paragraph 2 of the arrangement letter
)

Table 2
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STANDARD TERMS AND CONDITIONS

Appendix 2

EXAMPLE COMFORT LETTER

The following example comfort letter is provided for illustrative purposes only. It is intended to be used only as a guide to the possible form and content of a comfort letter that reporting auditors may wish to provide, and is not intended to suggest standard wording to be used in any particular set of circumstances. The contents of the comfort letter will vary according to the nature and timing of the information in the Public Offering Document, and the procedures agreed between the reporting auditors, the Sponsor Managers and the Issuer.
To:
The Directors (in your personal capacity as director of [name of Issuer])

Issuer (name and address)


Lead Manager (name and address)


[Other Sponsor Managers]

Date:

We have performed the procedures in accordance with the Terms of Reference as set out as Annex A (“Terms of Reference”) in this letter on the issue of [identify securities] to be filed by ____________ (“the Issuer”) under the Securities and Futures Act (the “SFA”).  The Public Offering Document as of ____________, is herein referred to as the Public Offering Document.
This letter is addressed to the [name of Lead Manager] (the “Lead Manager”) and each of the [other Sponsor Manager whose names are set out above] [the Sponsor Manager identified in Table 1 of the Arrangement letter] who have agreed to participate in the proposed issue of [the name] (“the Issue”) provided they have validly authorised the Lead Manager to accept the Arrangement Letter dated [

] on their behalf.  Together with the Lead Manager, they are referred to as “the Sponsor Manager”.

We attach the “Schedules”:3
In accordance with the Terms of Reference in the Arrangement letter referred to above, we draw to your attention:

(i)
[Insert findings or exceptions in relation to the matters referred to in the Terms of Reference]
(ii)
[Insert changes, if any, identified in the basis of preparing or presenting the accounts read or, if there are none, state this; and]
(iii)
[Insert matters revealed by the minutes of the Issuer from which it is evident without further enquiry that the events reported or decisions of the Board will be given accounting recognition [in accordance with the applicable FRSs] in the next published financial statements of the Issuer following the date of this letter or, if there are none, state this.]
 (iv)
[insert any Contingent Liabilities which are revealed and have been omitted from the Schedule of Contingent Liabilities prepared by management of the Issuer]
[Except for the matter(s) detailed in the findings above,] S/[s]olely on the basis of the foregoing procedures, nothing came to our attention as a result of the procedures described in the Terms of Reference in the Arrangement letter that caused us to believe that

(i)
at [insert date of latest management accounts] there were any decreases in the [share capital, shareholders’ funds, net current assets or total current assets] or increase in [long-term debt or total current liabilities] of the Issuer compared with the corresponding figures in the [insert date of latest] audited financial statements; and 

(ii)
in the period from [insert date of first day after end of last audited financial statements] to [date of latest management accounts] there was any decrease in [turnover, profit on ordinary activities before taxation] or increase in [net interest expense, depreciation of fixed assets], compared to the corresponding period in the preceding year as shown in the [month, last year] management accounts.3a
The procedures described in the Terms of Reference above do not constitute an audit or review made in accordance with any Singapore Standards on Auditing (SSAs) or Singapore Standards on Review Engagements (SSRE), and the results of the work may not necessarily reveal matters of significance.  We make no representations regarding the sufficiency of the foregoing procedures for your purposes (or for any other purpose).  Had we performed additional procedures or had we performed an audit or a review of the financial information in accordance with SSAs or SSREs, other matters might have come to our attention that would have been reported to you.
We did not perform audit tests for purposes of expressing an opinion on individual account balances or summaries of selected transactions and accordingly we do not express any opinion on these balances taken individually.

This letter is furnished solely for the information of its addressees in the context of the due diligence procedures that you undertake, or procure to be undertaken, in relation to the Securities and Futures Act (the “SFA”) and in connection with the contents of the Public Offering Document.  It is given for the purpose of assisting you to raise a defence in such context that you may wish to advance in any claim or proceeding in connection with the contents of the Public Offering Document on the basis set out in the Arrangement Letter.  Accordingly this letter is addressed to you for that purpose and may not be relied on by you or used for any other purpose, nor be referred to in any other document (except that reference may be made to its existence in any contract or other communication between the Issuer and/or the Sponsors Manager and/or ourselves), nor made available to any other party except in accordance with the terms of the Arrangement Letter.  Further, you may not rely on this letter if you have any actual knowledge of facts or information not disclosed to us, which if such disclosure is made, would reasonably lead us to change the contents of this letter and/or the Schedules, or vary the Agreed-Upon Procedures as set out in the Terms of Reference.
We will not accept any responsibility to any other party to whom our letter is shown or into whose hands it may come (including any Sponsor who has not validly authorised the Lead Manager to accept the Arrangement letter).
It should be understood that we make no representation regarding questions of legal interpretation or regarding the sufficiency for your purposes of the procedures enumerated in the preceding paragraphs. In addition, the procedures would not necessarily reveal any material misstatements or omissions of the amounts or percentages listed above.  Further, we have addressed ourselves solely to the foregoing data as set forth in the Public Offering Document and make no representation regarding the adequacy of disclosure or regarding whether any material facts or information have been omitted.

Any opinions expressed on financial information outside the context of the Arrangement Letter were or are expressed solely in the context of the specific terms and conditions governing their preparation.  In particular, the terms of the Arrangement Letter and any action pursuant to it shall be additional to and shall not derogate from or change in any way any legal rights which any party to this letter may otherwise have acquired, whether in contract or in tort, in connection with our audits or reviews of the financial statements of the Issuer.  Save as may be expressly recorded in this letter, we do not accept any responsibility for any other reports or letters beyond any responsibility that we owed to those to whom our reports or letters were addressed at the date of their issue.

This letter should not be relied on as if it had been provided in accordance with the standards and practice of any professional body in any jurisdiction other than the appropriate professional standards issued by the Institute of Certified Public Accountants of Singapore.

This comfort letter may only be relied upon in respect of the matters to which it refers and as of its date.  In relying upon this comfort letter, you agree (save as otherwise expressly agreed in the Arrangement Letter) that we have no responsibility to consider or monitor any events or circumstances which may occur or may come to light subsequent to the date of this comfort letter, or to perform any work subsequent to the date of this comfort letter.

This comfort letter is issued solely for the information of the addressees and in the context of the due diligence procedures that you undertake, or procure to be undertaken in connection with the contents of the Public Offering Document for the purpose of any defence in such context that you may wish to advance in any actual or potential claim or proceeding, relating to, or in connection with the contents of the Public Offering Document.  Accordingly, it is not to be relied upon, used, circulated, quoted, or otherwise referred to within or outside the underwriting syndicate for any other purpose, nor is it to be filed with or referred to in whole or in part in the Public Offering Document or any other document, except that reference may be made to it in the underwriting agreement or in any list of closing documents pertaining to the offering of the securities covered by the Public Offering Document.4
Yours faithfully

ABC & Co

Certified Public Accountants

Singapore

Note: The following is a suggested form of legend that may be placed on a draft comfort letter for identification and explanation of its purposes and limitations.

“This draft is furnished solely for the purpose of indicating the form of comfort letter that we would expect to be able to furnish [name of Lead Manager] in response to their request, the matters expected to be covered in the comfort letter, and the nature of the procedures that we would expect to carry out with respect to such matters.  Based on our discussions with [name of Lead Manager] together with [name of Issuer’s representative], it is our understanding that the procedures outlined in this draft comfort letter are those they wish us to follow.  Unless [name of Lead Manager] informs us otherwise, we shall assume that there are no additional procedures they wish us to follow.  The text of the comfort letter itself will depend, of course, on the results of the procedures, which we would not expect to complete until shortly before the comfort letter is given.”

Terms of Reference

Annex A

The following terms of reference is provided for illustrative purposes only. It is intended to be used only as a guide to the possible form and content of the terms of reference that reporting auditors may wish to provide, and is not intended to suggest standard wording to be used in any particular set of circumstances. The contents of the terms of reference will vary according to the nature and timing of the information in the Public Offering Document, and the procedures agreed between the reporting auditors, the Sponsor Manager and the Issuer.

Agreed-Upon Procedures 

For the purposes of this comfort letter, we have performed the following Agreed-Upon Procedures, which were applied as indicated with respect to the symbols explained below, to the items identified by you on the attached pages of the Public Offering Document (Appendix I).

With respect to these items, we make no comment as to the Lead Manager’s determination as to what constitutes the appropriate presentation, disclosures, explanations or causal relationships of such items. We do not bear responsibility with respect to the appropriateness of the methodology, computations, formulae, etc, used.
Definitions

I. The word “compared” means agreed to and found to be in agreement unless otherwise noted.  Such agreed amounts and percentages are deemed to be in agreement if differences are attributable to rounding.

II. The word “recomputed’ means recalculated to determine mathematical accuracy and compared the results to the amount or percentage shown and found the amount or percentage to be in agreement unless otherwise noted.  Such recomputed amounts and percentages are deemed to be in agreement if differences are attributable to rounding.

III. The “schedules prepared by the management of the Issuer” are attached as Appendix III (Schedule of Changes) and Appendix VI (Schedule of Contingent Liabilities).
We have read the items identified on the attached pages of the Public Offering Document and have performed the following agreed upon procedures which were applied as indicated with respect to the symbols set out below: 


Financial Information

	(a) 
	Compared the financial information to [audited consolidated / unaudited pro forma consolidated] financial statements of the Issuer for years ended (date) set out on pages [ ] to [ ] of the Public Offering Document.

	
	

	(b) 
	Compared the financial information to unaudited interim financial statements of the Issuer for financial period ended (date) set out on pages [ ] to [ ] of the Public Offering Document.

	
	

	
	Other Financial Information



	(c)
	Compared the amounts or percentages of specific financial information as indicated in the Public Offering Document with the corresponding amounts or percentages in the relevant [audited consolidated / unaudited pro forma consolidated] financial statements of the Issuer for the years ended (dates). 

	
	

	(d)
	Compared the information to [describe document] which the Issuer has represented was (prepared/derived) from the accounting records.  [We have not traced the information to the accounting records themselves.]

	
	

	(e)
	Re-computed the [percentage/ratios/etc] We have neither traced the information in the schedule to the source(s) of the information themselves nor made any comment as to the method of calculation of the amounts.

	
	

	(f)
	Recomputed based on the description included in the footnote to the table.  However, we make no comment as to the method of calculation of the amounts.   

	
	

	(g)
	Compared the amount or percentage (from where) with the corresponding amount or percentage included elsewhere in the Prospectus.

	
	

	
	Capitalisation and Indebtedness Table



	(h)
	Compared the statement of the Capitalisation and Indebtedness of the Issuer to relevant financial statements / unaudited interim financial statements included in the Public Offering Document.

	
	

	
	Changes In Financial Position



	(i)
	Read the minutes of the meeting of Shareholders and Directors of the Issuer held since [insert the date of its last published annual financial statements] as set out in minute books at [insert date] (the “cut off date”) ([together with/excluding] the papers provided to the board for that meeting), which the directors have advised us are complete; 

	
	

	(j)
	Read the _________ [date] unaudited management accounts for the [ ] months ended [ ] (the “[Month, this year] management accounts”) (which the directors have advised us are the most recent management accounts available) and the corresponding unaudited management accounts from the previous year (the “[Month, last year] management accounts”).

	
	

	(k)
	Made enquiries of [give name and positions of directors, Sponsors and other staff of the Issuer with responsibility for financial and accounting matters to whom enquiries were addressed] (the “Persons Responsible for Financial and Accounting Matters”) as to whether:

	
	(i)
those matters identified by us in the course of the work undertaken pursuant to (i) and (j) above have been reflected in the [month, this year] management accounts upon which the figures and ratios referred to in Paragraphs (l) & (m) below are based; 

	
	(ii)
the [Month, this year] management accounts have been prepared and presented on a basis consistent with the accounting policies normally adopted by the Issuer and applied in preparing the [insert date of latest] [audited / unaudited pro forma] financial statements.

	
	

	(l)
	Compared amounts shown in the Schedule of Changes prepared by management of Issuer, relating to [[items to be agreed] [for example turnover, profit on ordinary activities before taxation, share capital, shareholders’ funds, borrowings and net current assets, to the [month, this year] management accounts, [month, last year] management accounts or [insert date of latest] [audited / unaudited pro forma] financial statements as appropriate.

	
	

	(m)
	Recomputed the ratios3 set out in the Schedule on the bases set out therein.

	
	

	(n)
	Enquired of persons responsible for financial and accounting matters as to whether there has been any decrease in [share capital, net current assets or net assets]] or increase in long term debt)]] at the cut off date as compared with the amounts shown in the [insert date of latest] [audited / unaudited pro forma] financial statements of the Issuer;

	
	

	(o)
	Enquired of persons responsible for financial and accounting matters as to whether there have been any decreases in [[turnover, profit on ordinary activities before taxation] for the period from [insert date of first day after end of last audited financial statements] up to the cut off date as compared with the corresponding period in the preceding year.

	
	

	
	Contingent Liabilities Attributable to Financial Instruments



	(p)
	Compared the Schedule of Contingent Liability prepared by management of the Issuer setting out any Contingent Liabilities existing at the cut-off date which, in their view, would be expected to be disclosed pursuant to FRS 37 Provisions, Contingent Liabilities and Contingent Assets in any published financial statements of the Issuer were they to be prepared at the cut off date; to the disclosure requirements pursuant to FRS 37.

	
	

	(q)
	Enquired of persons responsible for financial and accounting matters as to whether they are aware of any other Contingent Liabilities which, in their view would be expected to be disclosed pursuant to [applicable professional standard referred to in Paragraph (a) above] in any published financial statements of the Issuer were they to be prepared at the cut off date.

	
	

	(r)
	[Others – to be specified]


Appendix 3

EXAMPLE REPRESENTATION LETTER

The following example representation letter is provided for illustrative purposes only. It is intended to be used only as a guide to the possible form and content of a representation letter that reporting auditors may wish to provide, and is not intended to suggest standard wording to be used in any particular set of circumstances. The contents of the representation letter will vary according to the nature and timing of the information in the Public Offering Document, and the procedures agreed between the reporting auditors, the Sponsor Manager and the Issuer.

The example of a representation letter relating to the preparation of a comfort letter is designed to be obtained from the Issuer as appropriate. The text in the body of the letter may alternatively form the basis for a board minute.

[Company letterhead]

To the reporting auditors

In connection with the audits of the consolidated balance sheets of (the Issuer) and its subsidiaries (collectively, the “Group”) as at [date], [date] and,[date] and the related consolidated profit and loss accounts, consolidated statements of changes in equity and consolidated cash flows for each of the financial years ended [date], [date] and [date] for the purposes of expressing an opinion as to whether the consolidated financial statements present fairly, in all material respects, the financial position of the Group and the results of its operations and its cash flows in conformity with the Singapore Financial Reporting Standards or [Singapore Accounting Standards] you were previously provided with [number] letters of representation dated [date] [see Attachment A]. No information has come to our attention that would cause us to believe that any of our previous representations should be modified.

To the best of our knowledge and belief, no events have occurred subsequent to [the date the accounts are dated] and through the date of this letter that would require adjustment to or disclosure in the aforementioned financial statements.

We are knowledgeable of the information contained in the Public Offering Document pursuant to the requirements of the Securities and Futures Act (the “SFA”).

In connection with the Public Offering Document to be filed by the Issuer, we affirm to the best of our knowledge and belief the following representations:

(1) We have made available to you all financial records and related data and minutes of shareholders and the Board of Directors from [date] through [date];

(2) There has been no changes as shown in the Schedule of Changes relating to [[items to be agreed] [for example turnover, profit on ordinary activities before taxation, share capital, shareholders’ funds, borrowings and net current assets, compared to the corresponding figures in the [month, this year] management accounts, [month, last year] management accounts or [insert date of latest] audited accounts, included in the Public Offering Document as appropriate  {if there are changes, to quantify];

(3) The unaudited consolidated financial statements as at [date] are stated on a basis substantially consistent with that of the audited consolidated financial statements included in the Public Offering Document and that no financial statements are available as of any date for any period subsequent to [date];

(4) There have been no events since the most recent balance sheet date which necessitate revision of the figures included in the most recent financial statements or inclusion of a note thereto;

(5) We have considered the adjustments which are proposed to be made to the information contained in the financial statements for the purposes of inclusion in the reporting auditors' report and the reasons thereof. We confirm that in our opinion the adjustments are necessary and, have been correctly stated, and that there are no other adjustments which are necessary.

(6) There have been no:

a) Violations or possible violations of laws and regulations, the effects of which should be considered for disclosure in the financial statements or as a basis for recording a loss contingency.

b) Material liabilities or gain or loss contingencies that are required to be accrued for or disclosed.

As minuted by the Board of Directors/ management at its meeting on ______________.

Yours faithfully

For and on behalf of [Issuer]

________________________________ ________________________________

[name]






 [name]

Managing Director





Finance Director

Appendix 4

EXAMPLE BRING DOWN LETTER

The following example bring down letter is provided for illustrative purposes only. It is intended to be used only as a guide to the possible form and content of a bring down letter that reporting auditors may wish to provide, and is not intended to suggest standard wording to be used in any particular set of circumstances. The contents of the bring down letter will vary according to the nature and timing of the information in the Public Offering Document, and the procedures agreed between the reporting auditors, the Sponsor Manager and the Issuer.
We refer to our comfort letter to you dated ( with respect to the Public Offering Document dated ( .

We hereby affirm as of the date hereof, and as though made on the date hereof, all statements made in that letter, except that for the purposes of this letter:

1. The procedures and enquiries covered in paragraphs [ X and X ] of that letter have been carried out from [date] through to [date ] (the "new cut-off date") (our work did not extend to the period commencing from [date ] to [date]).

2. The reading of the minutes described in paragraphs [X ] and [ X] of that comfort letter has been carried out from [date] through to the new cut–off date.

This bring down comfort letter is issued solely for the information of the addressees and to assist the Sponsor Managers in conducting and documenting their investigation of the affairs of the Issuer in connection with the issue covered by the Public Offering Document. It is given for the purpose of assisting the Sponsor Managers to raise a defence in such context that they may wish to advance in any claim or proceeding in connection with the contents of the Public Offering Document on the basis set out in the Arrangement Letter.  Accordingly this letter is addressed to the Sponsor Managers for that purpose and may not be relied on by the addressees or used for any other purpose, nor be referred to in any other document (except that reference may be made to its existence in any contract or other communication between the Issuer and/or the Sponsor Managers and/or ourselves), nor made available to any other party.
We will not accept any responsibility to any other party to whom our letter is shown or into whose hands it may come (including any Sponsor who has not validly authorised the Lead Manager to accept the Arrangement letter).

Any opinions expressed on financial information outside the context of the Arrangement Letter were or are expressed solely in the context of the specific terms and conditions governing their preparation.  In particular, the terms of the Arrangement Letter and any action pursuant to it shall be additional to and shall not derogate from or change in any way any legal rights which any party to this letter may otherwise have acquired, whether in contract or in tort, in connection with our audits or reviews of the financial statements of the Issuer.  Save as may be expressly recorded in this letter, we do not accept any responsibility for any other reports or letters beyond any responsibility that we owed to those to whom our reports or letters were addressed at the date of their issue.

This bring down comfort letter should not be relied on as if it had been provided in accordance with the standards and practice of any professional body in any jurisdiction other than the appropriate professional standards issued by the Institute of Certified Public Accountants of Singapore.

This bring down comfort letter may only be relied upon in respect of the matters to which it refers and as of the new cut-off date.  In relying upon this bring down comfort letter, you agree (save as otherwise expressly agreed in the Arrangement Letter) that we have no responsibility to consider, monitor, communicate or report any events or circumstances which may occur or may come to light subsequent to the new cut-off date, or to perform any work subsequent to the date of this bring down letter. Our work did not extend to the period from the new cut off date to the date of this letter.
This bring down comfort letter is not prepared in connection with, nor is it intended for use in connection with, any offer or sale of securities in jurisdictions outside Singapore and this bring down comfort letter does not comply with generally accepted professional standards in these jurisdictions. We accept no responsibility or duty and disclaim any liability to any party that rely on this letter in connection with offering/ sale in the jurisdictions outside Singapore.
Yours faithfully

� 	The legal name of each Sponsor Manager should be specified.


� 	In the case of a change in the identity of a Sponsor, the procedure set out in Paragraph 4 of this letter must be complied with.


3 Examples of Schedules are:


 a)	a copy of the Public Offering Document entitled __________ and dated __________ (in Appendix 1);





b)	a copy of the Arrangement Letter dated _______________, the terms of which have been agreed between the Issuer, the Sponsor Managers and ourselves (in Appendix 2);





c)	Schedule of Changes prepared by management of the Issuer (in Appendix 3); and





d)	Schedule of Contingent Liabilities prepared by management of the Issuer (in Appendix 4).


3a It is not recommended to expand the statement on factual findings beyond the two points stated.


4 This letter is not prepared in connection with, nor is it intended for use in connection with, any offer or sale of securities in jurisdictions outside Singapore and the letter does not comply with generally accepted professional standards in these jurisdictions. We accept no responsibility or duty and disclaim any liability to any party that rely on this letter in connection with offering/ sale in the jurisdictions outside Singapore.


3 The ratios should be defined in an attached document.  This is to eliminate the possibility that different parties might determine certain ratios differently.
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