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1.  Executive summary
This report sets out our perspective on key accounting and reporting matters which have come to our attention during our audit of the financial statements of CSG for the
financial year ended 30 June 2018. This report is to be read in conjunction with our report issued on 10 August 2018.

It summarises our audit findings and matters which have come to our attention as at 19 August 2018. We have discussed the content of this report with Gary Brown (CFO) and
Joel Watson (General Manager Financial Reporting and Tax).

1.1  Status We have completed our audit of the Group’s financial statements, subject to the following:

 A subsequent events review up to the date of signing;

 Receipt of Management’s Representation Letter; and

 Receipt of signed Directors’ Declaration and Directors’ Report.

1.2  Audit approach
and observations

In November 2017 we communicated our planned audit scope and audit approach to the Audit and Risk Committee. Further updates to our audit
approach were provided in May 2018 and were further updated in July 2018.

Our audit process was focused on those risks and judgments which had the potential for significant financial statement impact. All significant
judgments, accounting and financial reporting matters were discussed with Management throughout the audit process.

This report updates outstanding matters included in our report issued 10 August 2018.

1.3 Audit differences We have identified individual audit differences greater than our audit difference reporting threshold of $29,000. A list of corrected and uncorrected
differences is set out in Section 3.

1.4 Independence We confirm that, as at the date of this report, we have complied with the ethical requirements regarding independence and are in a position to
provide an unqualified Section 307C Lead Auditors Independence Declaration required under the Corporations Act 2001. Refer to Section 4 for
KPMG’s approach to independence.
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2. Update on outstanding matters 
Outstanding Matter Resolution

Goodwill impairment disclosure We have now reviewed Management’s proposed impairment disclosure and have no further comments.

Going concern assumption The Group received the Notice of Agreement on 17 August 2018 to vary its Facility Agreement which included 
revised covenants and required the payment of $10,000,000 on the earlier of receipt of equity raising proceeds 
or 30 September 2018, amongst other conditions.  

Management has prepared a cashflow forecast for the period to 31 August 2019 to support the preparation of 
the financial statements on a going concern basis.  Deloitte reviewed the cashflows to 30 June 2019 and 
prepared a report on their assessment.  While there is uncertainty surrounding any forecast, we accept 
management’s conclusion that the Group will be able to pay its debts as and when they fall due for at least 12 
months from signing.  

Project 30 – Impact of exiting ESA and review of 
contracts

We have completed our testing over the Project 30 adjustments.  From the work completed we are comfortable 
with the final position.  We raised a number of audit differences as part of the process which have been 
adjusted in the 30 June 2018 balances (refer to the corrected audit differences schedule).

Recoverability of tax losses Management has performed their assessment of the tax losses carried on the balance sheet and despite the 
impairment recognised on intangibles, Management has concluded that the tax losses are recoverable. We 
agree with management’s assessment.
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3. Summary of audit differences

Summary of audit differences 

In accordance with Auditing Standard ASA 450 Evaluation of Misstatements Identified During the Audit the following audit misstatements are to be presented to the Audit and
Risk Committee:

Summary of unadjusted audit misstatements;

Summary of adjusted audit misstatements; and

Omissions and other errors in presentation and disclosure.

We have assessed the audit misstatements under the income statement method. The income statement method considers the effect of uncorrected prior-period
misstatements from an income statement perspective and uncorrected misstatements are quantified as the amount by which the current period income statement is
misstated, after considering the reversing and correcting effects of uncorrected prior-period misstatements.

3.1 Summary of unadjusted audit differences

Schedule 3.1 on the next page sets out the details of the unadjusted audit differences identified.

Based on these audit differences the reported profit as disclosed in the financial statements is understated by $823,000. This is primarily due to the reversal of prior year audit
differences which have been corrected by Management in the current year.

We have requested management to adjust these items. Management has concluded that this items are not material to the financial statement and has not adjusted them.

Our consolidated financial reporting materiality is $575,000.  We use this as a guide to determine whether audit differences are material either individually or in 
aggregate and therefore require adjustment to the financial statements.  Qualitative factors are also considered.

3.2 Omissions and other errors in presentation and disclosure

Our review of the final draft of the financial statements is ongoing.

3.2 Summary of adjusted audit differences

Schedule 3.2 on the next page sets our the details of the adjusted audit differences.
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3.1 Summary of unadjusted audit differences 
Description

Financial statement accounts 
impacted

Adjustment
$000 (AUD)
debit/(credit)

Reversal of the effect  of 
uncorrected  

misstatements arising in 
prior periods

$000
debit/(credit)

Net effect on 
current year 
profit/OCI

$000
debit/(credit)

Balance Sheet
$000

debit/(credit)

Unrecoverable debtors
DR Income statement
CR Sundry debtors

65
(65)

- 65 (65)

Under-accrual for 8*8 June usage
DR Income statement
CR Accrual

50
(50)

- 50 (50)

Incorrect calculation of residual value for Treasury
DR Accrued expenses
CR Income statement

58
(58)

- (58) 58

REVERSAL OF PRIOR YEAR MISSTATEMENTS 

To unwind the June 2016 Collective deal (judgemental 
misstatement )

DR Opening retained earnings
CR Income statement

708
(708) 708 (708) -

Write-off of unrecoverable CopyPlan C5 contracts (KM)
Dr Retained earnings
CR Revenue

172
(172)

172 (172) -

Total misstatements before tax - 880 (823) (57)

3.2 Unadjusted presentation differences and disclosures
- Disclosure of all non-cash items in the cashflow note, currently included in the movement in balance sheet account line items

- Roll-forward of provisions, including provision for doubtful debts
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3.3 Summary of adjusted audit differences
Description Financial statement accounts impacted

Adjustment

$000 (AUD)

debit/(credit)

Incorrect treatment of share-based payments (required to be recognised over the 
amortisation period)

DR Share capital
CR Income statement

1,031
(1,031)

Cleanaway credit notes which relate to FY2018*
DR Revenue
CR Receivables

141
(141)

University of Sydney (management fee, price correction)*
DR Balance sheet
CR Income statement

375
(375)

Portion of redundancy provision which does not meet Accounting Standard requirements*
DR Provision
CR Income statement

153
(153)

Incorrect write-off of Deferred Finance (Tonic)*
DR Receivables
CR Income statement

1,291
(1,291)

Extension of onerous contract calculation for ACC and NZ Police*
DR Income statement
CR Provisions

562
(562)

Deleted invoices (revenue recognised in the incorrect period)*
DR Revenue
CR Other assets

186
(186)

Monash capitalised labour costs*
DR Income statement
CR Other assets

775
(775)

Other minor differences*
DR Income statement
CR Balance sheet

155
(155)

* Management has advised these have been corrected, which we are currently reviewing.
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Reporting

Business New 
realities

We have strict rules and protocols to maintain our independence from the CSG, including annual training, an annual staff declaration and a pre-approval process for non audit 
services. 

Breaches:

The APESB Code of Ethics for Professional Accountants (“the Code”) requires 
us to communicate to you any breaches of the independence requirements of 
the Code.   
On the rare instance of a significant breach of the Code, we will report our 
conclusions to you on the actions to be taken, or already taken within three 
working days. We will report less significant breaches in the Half Year Review 
Report and Year-end Report to the Audit and Risk Committee.
No such breaches have been identified during the year 

Non audit services

During the year ended 30 June 2018, KPMG did not provide any non-audit services to the Group.  We completed the audit of the Group accounts and required 
subsidiary financial statements, including the work performed for R&G.

Conclusion

We confirm that, as at the date of this report, we are in a position to provide an unqualified section 307C Lead Auditors Independence Declaration required under 
the Corporations Act 2001.

4. Independence

Reporting
Safeguards:

Non-audit services did not involve partners or staff acting in a managerial 
or decision making capacity, or involve the processing or originating of 
transactions.
Non-audit services were only provided where we were satisfied that they 
did not impact on our auditor independence.
Partners and staff involved in the provision of non-audit services obtained 
approval from the lead engagement partner to deliver the service.
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5.  Disclaimer
Purpose of this report

This Report has been prepared in connection of our audit of the consolidated financial statements of CSG 
Limited (the “Company”) and its subsidiaries (the “Group”), prepared in accordance with Australian 
Accounting Standards (“AASBs”), as at and for the year ended 30 June 2018.

This Report has been prepared for those charged with governance, whom we consider to be the Audit and 
Risk Committee, in order to communicate matters of interest as required by ASAs (including ASA 260 
Communication with Those Charged with Governance), and other matters coming to our attention during our 
audit work that we consider might be of interest, and for no other purpose. The Audit and Risk Committee 
should not assume that reports from us indicate that there are no additional matters they should be aware of in 
meeting their responsibilities. 

This report summarizes the key issues identified during our audit but does not repeat matters we have 
previously communicated to you. In particular, we draw your attention to our audit plan and strategy report, 
dated November 2017, which summarized your and our responsibilities, the results of our risk assessment and 
certain information regarding our audit strategy and audit planning. 

Limitations on work performed

This Report is separate from our audit report and does not provide an additional opinion on the Group’s 
financial statements, nor does it add to or extend or alter our duties and responsibilities as auditors. 

We have not designed or performed procedures outside those required of us as auditors for the purpose of 
identifying or communicating any of the matters covered by this Report.

This report does not replace the detailed financial information provided to the Audit and Risk Committee by 
Management. The matters reported are based on the knowledge gained as a result of being your auditors. We 
have not verified the accuracy or completeness of any such information other than in connection with and to 
the extent required for the purposes of our audit.

Restrictions on distribution

The report is provided on the basis that it is only for the information of those charged with governance of the 
Group; that it will not be quoted or referred to, in whole or in part, without our prior written consent; and that 
we accept no responsibility to any third party in relation to it.

This report is presented under the terms 

of our audit engagement letter.

‒ Circulation of this report is restricted.

‒ The content of this report is based 

solely on the procedures necessary for 

our audit.
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