Example of a Comfort letter

This DRAFT is furnished solely for the purpose of indicating the form of letter that we would expect to be able to furnish the named underwriters in response to their request, the matters expected to be covered in the letter, and in the nature of the procedures that we would expect to carry out with respect to such matters.  Based on our discussions with the named underwriters, it is our understanding that the procedures outlined in this draft letter are those they wish us to follow.  Unless named underwriters inform us otherwise, we shall assume that there are no additional procedures they wish us to follow.  The text of this letter itself will depend, of course, on the results of the procedures, which we would not expect to complete until shortly before the letter is given and in no event before the cut-off date indicated therein. We retain the right to modify the wording below accordingly.

[Location, Date, 20XX]

[Underwriter Name(s)].

As lead manager and as representative of the 

Underwriters (the “Underwriters”) named in the

prospectus referred to below

Attn. [Name]

[Title]
[Company/Dept]
[Addres]
[Town]

Gentlemen,

We have audited the consolidated balance sheets of [Company Name] (the “Company”) and subsidiaries as of December 31, 200X-1 and December 31, 20XX-2, and the consolidated statements of income, statement of changes in equity, and cash flows and selective notes for each of the two years then ended, which have been prepared in conformity with International Financial Reporting Standards (IFRS) as adopted in the EU, included in the prospectus, dated Date, 20XX, in Dutch. Our audits have been conducted in accordance with [state relevant audit framework] in [Country]. 

We have reviewed the interim condensed consolidated balance sheets of [Company Name] (the “Company”) and subsidiaries as of March 31, 20XX-1 and March 31, 20XX, and the interim condensed consolidated statements of income, statement of changes in equity, cash flows and selective notes for each of the two periods then ended, which have been prepared in conformity with IAS 34 “Interim Financial Reporting” as adopted in the EU, included in the same prospectus.

We conducted our reviews in accordance with the guidelines of the Belgian Institute of Registered Auditors (IBR-IRE).  A review of interim financial information consists principally of applying analytical procedures and making inquiries of persons responsible for financial and accounting matters.  It is substantially less in scope than an audit conducted in accordance with the standards of the Belgian Institute of Registered Auditors (IBR-IRE), the objective of which is the expression of an opinion regarding the financial statements taken as a whole.  Accordingly, we do not express such an opinion.

All above information has been included in the Dutch/French version of the prospectus (n° XXXXXXXXX) filed by [Company Name] under the law of 16 June 2006, “openbare aanbieding van beleggingsinstrumenten en de toelating van beleggingsinstrumenten tot de verhandeling op een gereglementeerde markt” or public offering of “effecten” (“the law”); our statutory auditor report and our limited review report with respect thereto is also included in that prospectus. The prospectus, as amended as of XXXXXX, 20XX, including the Placard dated XXXXXX, 20XX, is herein referred to as “the prospectus”.

In connection with the prospectus:

(1)
We are a member of the Belgian Institute of Registered Auditors (Instituut van de Bedrijfsrevisoren – Institut des Réviseurs d’Entreprises) (IBR-IRE) and we are the auditor with respect to the Company within the meaning of the Belgian law and the applicable rules and regulations there under. 

(2)
We have not audited any financial statements of the Company as of any date or for any period subsequent to December 31, 20XX-1 nor reviewed any interim financial statements for any period subsequent to March 31, 20XX. The purpose (and therefore the scope) of our audit for the year ended December 31, 20XX-1 was to enable us to express our opinion on the consolidated financial statements as of December 31, 20XX, and for the two years then ended, but not on the financial statements for any other interim period within those years than those mentioned above. The purpose (and therefore the scope) of our review for the [period] ended March 31, 20XX was to enable us to express negative assurance on the condensed consolidated interim financial statements as of March 31, 20XX, and for the [period] then ended, but not on any interim financial statements for any other interim period within those years than those mentioned above

(3)
For purposes of this letter, we have read the 20XX and 20XX+1 minutes of meetings of the stockholders and the board of directors of the Company and its subsidiaries as set forth in the minute books at [Date, 20XX], officials of the Company having advised us that the minutes of all such meetings through that date were set forth therein.

(4)
For purposes of this letter we have read the 20XX minutes of meetings of the stockholders, the board of directors, and [include other appropriate committees, if any] of the company and its subsidiaries as set forth in the minute books at June …, 20XX, officials of the company having advised us that the minutes of all such meetings through that date were set forth therein; we have carried out other procedures to June …, 20XX, as follows (our work did not extend to the period from June …, 20XX, to June …, 20XX, inclusive): 

a. With respect to the three-month periods ended March 31, 20XX and 200X-1, we have 

(i) Performed a limited review specified by the Institute of Registered Auditors (IBR-IRE), on the unaudited condensed consolidated balance sheet as of March 31, 20XX, and unaudited condensed consolidated statements of income, statement of changes in equity, cash flows and selective notes for the three-month periods ended March 31, 20XX and 20XX-1, included in the registration statement.

(ii) Inquired of certain officials of the company who have responsibility for financial and accounting matters whether the unaudited condensed consolidated financial statements referred to in a(i) comply as to form in all material respects with the applicable accounting requirements of IAS 34 “Interim Financial Reporting” as adopted in the EU and the related published rules and regulations.

b. With respect to the period from April 1, 20XX, to May 31, 20XX, we have 

(i) Read the unaudited consolidated financial statements of the company and subsidiaries for April and May of both 20XX-1 and 20XX furnished us by the company, officials of the company having advised us that no such financial statements as of any date or for any period subsequent to May 31, 20XX, were available.

(ii) Inquired of certain officials of the company who have responsibility for financial and accounting matters whether the unaudited consolidated financial statements referred to in b(i) are stated on a basis substantially consistent with that of the audited consolidated financial statements included in the registration statement.

The foregoing procedures do not constitute an audit conducted in accordance with Standards of IBR-IRE. Also, they would not necessarily reveal matters of significance with respect to the comments in the following paragraph. Accordingly, we make no representations regarding the sufficiency of the foregoing procedures for your purposes.

(5) Nothing came to our attention as a result of the foregoing procedures, however, that caused us to believe that 

a. (i) Any material modifications should be made to the unaudited condensed consolidated financial statements described in 4a(i), included in the registration statement, for them to be in conformity with  IAS 34 “Interim Financial Reporting” as adopted in the EU.

(ii) The unaudited condensed consolidated financial statements described in 4a(i) do not comply as to form in all material respects with IAS 34 “Interim Financial Reporting” as adopted in the EU and the related published rules and regulations.

b. (i) At May 31, 20XX, there was any change in the capital stock, increase in long-term debt, or decrease in consolidated net current assets or stockholders’ equity of the consolidated companies as compared with amounts shown in the March 31, 20XX, unaudited condensed consolidated balance sheet included in the registration statement, or (ii) for the period from April 1, 20XX, to May 31, 20XX, there were any decreases, as compared to the corresponding period in the preceding year, in consolidated net sales or in the total or per-share amounts of income before extraordinary items or of net income, except in all instances for changes, increases, or decreases that the registration statement discloses have occurred or may occur.

(6)
Company officials have advised us that no consolidated financial statements as of any date or for any period subsequent to December 31, 20XX-1, are available; accordingly, the procedures carried out by us with respect to changes in financial statement items after December 31, 20XX-1, have, of necessity, been limited. We have inquired of certain officials of the company who have responsibility for financial and accounting matters whether (a) at [Date, 20XX] (this date should not exceed the 135 day rule as specified in the guidelines), there was any material change in the issued capital, decrease in retained earnings, increase in non-current interest bearing liabilities or any decreases in consolidated net current assets, defined as current assets less current liabilities, or stockholders’ equity of the consolidated companies as compared with amounts shown on the December 31, 20XX-1, audited consolidated balance sheet included in the prospectus or (b) for the period from December 31, 20XX-1 to [Date, 20XX] (this date should not exceed the 135 day rule as specified in the guidelines), there were any decreases, as compared with the corresponding period in the preceding year, in consolidated net sales or in consolidated net income. On the basis of these inquiries and our reading of the minutes as described in (4), nothing came to our attention that caused us to believe that there was any such change, increase, or decrease and except in all instances for changes, increases, or decreases that the prospectus discloses, have occurred or may occur, except as follows:

(7a)
Our audit of the consolidated financial statements for the periods ended December 31, 20XX-1, and 20XX-2 comprised audit tests and procedures deemed necessary for the purpose of expressing an opinion on such consolidated financial statements taken as a whole. For none of the periods referred to therein nor for any other period did we perform audit tests for the purpose of expressing an opinion on individual balances of accounts or summaries of selected transactions such as those enumerated below and, accordingly, we express no opinion thereon.

(7b)
Our review of the consolidated financial statements for the periods ended March 31, 20XX-1 and 20XX comprised inquiries and analytical procedures deemed necessary for the purpose of expressing an review opinion on such consolidated financial statements taken as a whole. For none of the periods referred to therein nor for any other period did we perform audit tests for the purpose of expressing an opinion on individual balances of accounts or summaries of selected transactions such as those enumerated below and, accordingly, we express no opinion thereon.

(8)
However, for purposes of this letter, we have read the circled items identified by you on the attached copy of the prospectus and have performed the following additional procedures, which were applied as indicated by the symbols explained below. In performing these procedures, we have considered to be in agreement amounts that, when compared, differed only due to the effect of rounding. Additionally, with respect to analyses prepared by the Company, we make no comment regarding the completeness or appropriateness of such analyses or the manner in which they were prepared. Our additional procedures were as follows:

(a)
Compared the specified euro amounts and/or ratios to amounts in the audited or reviewed consolidated financial statements described in the introductory paragraph of this letter to the extent that such amounts are included in or can be derived from such statements or the related notes thereto, and found them to be in agreement.

(b)
Compared the specified euro amounts and/or ratios to amounts in the Company’s accounting records and found them to be in agreement.

(c) Compared the specified euro amounts and/or ratios to amounts in accounting analyses or schedules prepared by the Company and found them to be in agreement.

(d) Compared the euro currency and other amounts not derived directly from audited consolidated financial statements, or that could not be compared directly to the Company’s accounting records, to amounts in analyses prepared by the Company from its accounting records or audited financial statements and found them to be in agreement.

(e) Proofed the arithmetic accuracy of the percentages or amounts based on the data in the above-mentioned financial statements, accounting records, and analyses.

We make no representations as to whether the transaction will take place or the amount of securities to be sold in the transaction.

(9)
If the prospectus includes a working capital statement, on which comfort is requested additional wording as described in the footnote may be included in the comfort letter (
).

(10)
If the prospectus includes a forecast, on which comfort is requested additional wording as described in the footnote may be included in the comfort letter (
).

(11)
It should be understood that we make no representations regarding questions of legal interpretation or regarding the sufficiency for your purposes of the procedures enumerated in the preceding paragraph 7 above; also, such procedures would not necessarily reveal any material misstatement of the amounts or ratios listed above. Further, we have addressed ourselves solely to the foregoing data as set forth and incorporated by reference in the prospectus and make no representations regarding the adequacy of disclosure or regarding whether any material facts have been omitted.

(12)
This letter is solely for the information of the addressees and to assist the underwriters in conducting and documenting their investigation of the affairs of the company in connection with the offering of the securities covered by the prospectus, and it is not to be used, circulated, quoted, or otherwise referred to within or without the underwriting group for any other purpose, including but not limited to the registration, purchase, or sale of securities, nor is it to be filed with or referred to in whole or in part in the prospectus 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 prospectus.

Sincerely yours,

Auditor

Represented by

[Auditor]
[Auditor]

(�) (9)	In section Chapter XXX, the prospectus sets out a working capital statement for the two years ended December 31, 20XX-1, and December 31, 20XX, prepared by the Board of Directors of the Company. We have read this information and have compared it with that shown in the audited financial statements of the Company. We confirm that this financial information has been accurately extracted from the financial statements for the relevant years.


In section Chapter XXX, the prospectus sets out a working capital statement with respect to the adequacy of the Company’s working capital requirements at the date of the Prospectus. We have read this information and we can confirm that in our view (i) the working capital requirements of the Company are sufficient to meet the Company’s present requirements for the coming 12 months subject to the realization of the assumptions and objectives supporting the Company’s business plan and projections and (ii) the directors have made the statement, in the form and context in which it is made, after due and careful enquiry.


(�) (10)	With respect to section Chapter ZZZ, the prospectus sets out a forecast for the financial years 20XX-1-20XX. We have read this information and refer to our report included in Chapter ZZZ, related to the methodology used for the business plan 20XX-1 - 20XX.





