








      Appendix B

KPMG LLP

One Snowhill

Snowhill Queensway

Birmingham

B4 6GH

27th September 2011

Dear Sirs

This representation letter is provided in connection with your audit of the financial statements of Kettering Borough Council (“the Authority”), for the year ended 31 March 2011, for the purpose of expressing an opinion as to whether these:

i. give a true and fair view of the financial position of the Authority as at 31 March 2011 and of the Authority’s expenditure and income for the year then ended; and

ii. have been prepared properly in accordance with the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom.

These financial statements comprise the Movement in Reserves Statement, the Comprehensive Income and Expenditure Statement, the Balance Sheet, the Cash Flow Statement, the Housing Revenue Account Income and Expenditure Statement, the Movement on the Housing Revenue Account Statement and the Collection Fund and the related notes. 
The Authority confirms that the representations it makes in this letter are in accordance with the definitions set out in the Appendix to this letter.

The Authority confirms that, to the best of its knowledge and belief, having made such inquiries as it considered necessary for the purpose of appropriately informing itself: 
Financial statements

1. The Authority has fulfilled its responsibilities, as set out in regulation 8 of the Accounts and Audit (England) Regulations 2011, for the preparation of financial statements that:

· give a true and fair view of the financial position of the Authority as at 31 March 2011 and of  the Authority’s expenditure and income for the year then ended; and

· have been prepared  properly in accordance with the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2010/11. F [ISA (UK&I) 580.10]
The financial statements have been prepared on a going concern basis. G
2. Measurement methods and significant assumptions used by the Authority in making accounting estimates, including those measured at fair value, are reasonable. H [ISA (UK&I) 540.22]
3. All events subsequent to the date of the financial statements and for which the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2010/11 require adjustment or disclosure have been adjusted or disclosed.  [ISA (UK&I) 560.9]
4. The effects of uncorrected misstatements are immaterial, both individually and in the aggregate, to the financial statements as a whole.  A list of the uncorrected misstatements is attached to this representation letter. I [ISA (UK&I) 450.14] 

Information provided

5. The Authority has provided you with:

· access to all information of which it is aware, that is relevant to the preparation of the financial statements, such as records, documentation and other matters;

· additional information that you have requested from the Authority for the purpose of the audit; and

· unrestricted access to persons within the Authority from whom you determined it necessary to obtain audit evidence.  [ISA (UK&I) 210 6b(iii)]
6. All transactions have been recorded in the accounting records and are reflected in the financial statements.  [ISA (UK&I) 580.11b]
7. The Authority acknowledges its responsibility for such internal control as it determines necessary for the preparation of financial statements that are free from material misstatement, whether due to fraud or error.  In particular, the Authority acknowledges its responsibility for the design, implementation and maintenance of internal control to prevent and detect fraud and error. J [ISA (UK&I) 240.39a]
The Authority has disclosed to you the results of its assessment of the risk that the financial statements may be materially misstated as a result of fraud. K [ISA (UK&I) 240.39b]

Included in the Appendix to this letter are the definitions of fraud, including misstatements arising from fraudulent financial reporting and from misappropriation of assets.

8. The Authority has disclosed  to you all information in relation to:

(a) Fraud or suspected fraud that it is aware of and that affects the Authority and involves: L
· management;

· employees who have significant roles in internal control; or

· others where the fraud could have a material effect on the financial statements; and [ISA (UK&I) 240.39c]
(b) allegations of fraud, or suspected fraud, affecting the financial statements communicated by employees, former employees, analysts, regulators or others. M [ISA (UK&I) 240.39d]
9. The Authority has disclosed to you all known instances of non-compliance or suspected non-compliance with laws and regulations whose effects should be considered when preparing the financial statements.  Further, the Authority has disclosed to you and has appropriately accounted for and/or disclosed in the financial statements in accordance with the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2010/11 all known actual or possible litigation and claims whose effects should be considered when preparing the financial statements. N O [ISA (UK&I) 250.16; ISA (UK&I) 501.12]
10. The Authority has disclosed to you the identity of the Authority’s related parties and all the related party relationships and transactions of which it is aware and all related party relationships and transactions have been appropriately accounted for and disclosed in accordance with the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2010/11. P [ISA (UK&I) 550.26a,b]
Included in the Appendix to this letter are the definitions of both a related party and a related party transaction as the Authority understands them and as defined in IAS 24, except where interpretations or adaptations to fit the public sector are detailed in the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2010/11.

11. On the basis of the process established by the Authority and having made appropriate enquiries, the Authority is satisfied that the actuarial assumptions underlying the valuation of pension scheme liabilities are consistent with its knowledge of the business.

The Authority further confirms that:

(a) all significant retirement benefits, including any arrangements that:

· are statutory, contractual or implicit in the employer's actions;

· arise in the UK and the Republic of Ireland or overseas;

· are funded or unfunded; and

· are approved or unapproved, 

have been identified and properly accounted for; and

(b) all settlements and curtailments have been identified and properly accounted for. Q [APB PN 22]

This letter was tabled and agreed at the meeting of the Monitoring and Audit Committee on 27th September 2011.

Yours faithfully,

David Bishop (Chair of the Audit Committee)

Paul Sutton (Chief Financial Officer)

Notes to the example Management Representation Letter

A. The date of the written representations shall be as near as practicable to, but not after, the date of the auditor’s report on the financial statements.  

The ISAs consider written representations as necessary information that the auditor requires in connection with the audit of the financial statements.  Accordingly, the auditor's opinion cannot be expressed, and the auditor's report cannot be dated, before the date of the written representations.  Furthermore, because the auditor is concerned with events occurring up to the date of the auditor's report that may require adjustment to or disclosure in the financial statements, the written representations are dated as near as practicable to, but not after, the date of the auditor's report on the financial statements.

Where a period of time has elapsed between the Authority approving the financial statements, signing the representation letter and the signing of the audit report, we need to ensure that:

(1) our subsequent events work is updated to the date we intend to issue our auditor's report on those financial statements; and

(2) the subsequent events work includes obtaining written representation (by way of email or letter) from the Chief Financial Officer and Chair of the Audit Committee on behalf of the Audit Committee that the representations contained in the representation letter issued with the signed financial statements continue to remain appropriate as at the date of the auditor's report and that the Audit Committee would have approved the financial statements on that later date [ISA (UK&I) 700.A23].

This written representation shall be documented with the subsequent events procedures.

B. The written representations shall be for all financial statements and period(s) referred to in the auditor’s report.  [ISA (UK&I) 580.14]  

In some circumstances it may be appropriate to obtain a written representation about a specific assertion in the financial statements during the course of the audit.  Where this is the case, it may be necessary to request an updated written representation.  

As discussed in the KAM-UK Topic, Preparation and presentation of financial statements (41.0000) under the subsection Comparative information - written representations (41.1180), we are required by paragraph 9 of ISA (UK&I) 710 Comparative Information – Corresponding Figures and Comparative Financial Statements, to obtain a specific written representation regarding any restatement made to correct a material misstatement in the prior period financial statements that affects the comparative information.  See KAM-UK Topic Preparation and presentation of financial statements for further guidance.  

When comparatives are provided as corresponding figures (as defined in ISA (UK&I) 710.6b), the written representations are requested for the financial statements of the current period only because the auditor’s opinion is on those financial statements, which include the corresponding figures.  In the absence of a restatement (see reference to ISA (UK&I) 710.9 above), we may request the Authority to confirm that there are no significant matters that have arisen that would require a restatement of the corresponding figures.
C. The Authority may include in the written representations qualifying language to the effect that representations are made to the best of its knowledge and belief.  It is reasonable for us to accept such wording if we are satisfied that the representations are being made by those with appropriate responsibilities and knowledge of the matters included in the representations.

D. The required written representations draw on the agreed acknowledgement and understanding of the Authority of its responsibilities. For local authorities in England these are set out in set out in regulation 7 of the Accounts and Audit (England) Regulations 2011, which states:

(1) A larger relevant body must ensure that the statement of accounts required by paragraphs (1) or (6) of regulation 7, as the case may be, is prepared in accordance with these Regulations.

(2) Before the approval referred to in paragraph (3) is given, the responsible financial officer of a larger relevant body must, no later than 30th June immediately following the end of a year, sign and date the statement of accounts, and certify that it presents a true and fair view of the financial position of the body at the end of the year to which it relates and of that body’s income and expenditure for that year.

(3) Subject to paragraph (4), a larger relevant body must, no later than 30th September in the year immediately following the end of the year to which the statement relates—

(a) consider either by way of a committee or by the members meeting as a whole the statement of accounts;

(b) following that consideration, approve the statement of accounts by a resolution of that committee or meeting;

(c) following approval, ensure that the statement of accounts is signed and dated by the person presiding at the committee or meeting at which that approval was given; and

(d) publish (which must include publication on the body’s website), the statement of accounts together with any certificate, opinion, or report issued, given or made by the auditor under section 9 (general report) of the 1998 Act.

(4) The responsible financial officer must re-certify the presentation of the statement of accounts before the relevant body approves it.

E. In the UK, we seek representations from those charged with governance, as they are responsible for the preparation of the financial statements.  Therefore we include the wording “This letter was tabled and agreed at the meeting of the Audit Committee on [date]” at the end of the letter.  [ISA (UK&I) 580.A2-1]

F. Due to its responsibility for the preparation of the financial statements, and its responsibilities for the conduct of the entity’s business, the Audit Committee would be expected to have sufficient knowledge of the process followed by the entity in preparing and presenting the financial statements and the assertions therein on which to base the written representations.  [ISA (UK&I) 580.A3] 

In some cases, however, the Audit Committee may decide to make such inquiries of others who participate in preparing and presenting the financial statements and assertions therein, including individuals who have specialised knowledge relating to the matters about which the written representations are requested.  Such individuals may include: [ISA (UK&I) 540.A4]

· An actuary responsible for actuarially determined accounting measurements;

· Staff engineers who may have responsibility for and specialised knowledge about environmental liability measurements;

· Internal counsel who may provide information essential to provisions for legal claims.  

To reinforce the need for the Audit Committee to make informed representations, we may request that it includes in the written representations confirmation that it has made such inquiries as it considered appropriate to place it in the position to be able to make the requested written representations.  It is not expected that such inquiries would usually require a formal process beyond those already established by the entity.  

Accordingly, engagement teams may include the following wording, tailored for the specific circumstances and individuals consulted, in the letter:

“The Authority has made such inquiries of others who participate in preparing and presenting the financial statements and assertions therein, including individuals who have specialised knowledge relating to the matters about which written representations are requested, as it considered appropriate to place itself in the position to be able to make the requested written representations.  Such individuals included [insert details of individuals and their specialised area of knowledge or involvement].”

G. Going Concern

The CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2010/11 requires that an authority’s financial statements are prepared on a going concern basis; that is, the accounts should be prepared on the assumption that the functions of the authority will continue in operational existence for the foreseeable future. Transfers of services under machinery of government changes (such as local government reorganisation) do not negate the presumption of going concern.” [Code 2.1.2.4]

ISA (UK&I) 570 Going Concern requires us to obtain representations from the Authority regarding its plans for future action, when events or conditions have been identified which may cast significant doubt on the entity’s ability to continue as a going concern. This is not expected to be applicable for local authorities.
H. Estimates
Paragraph 22 of ISA (UK&I) 540 Auditing Accounting Estimates, Including Fair Value Accounting Estimates, and Related Disclosures requires auditors to obtain written representations from management and, when appropriate, from those charged with governance, whether they believe that the significant assumptions used in making accounting estimates are reasonable.  

Depending on the nature, materiality and extent of estimation uncertainty, written representations about accounting estimates recognised or disclosed in the financial statements may include representations: [ISA (UK&I) 540.A126]

· About the appropriateness of the measurement processes, including related assumptions and models, used by management in determining accounting estimates in the context of the applicable financial reporting framework, and the consistency in application of the processes, when appropriate;

· That the assumptions appropriately reflect management’s intent and ability to carry out specific courses of action on behalf of the entity, where relevant to the accounting estimates and disclosures;

· That disclosures related to accounting estimates are complete and appropriate under the applicable financial reporting framework;

· That no subsequent event requires adjustment to the accounting estimates and disclosures included in the financial statements.  

For those accounting estimates not recognised or disclosed in the financial statements, written representations may also include representations about:

· The appropriateness of the basis used by management for determining that the recognition or disclosure criteria of the applicable financial reporting framework have not been met.  (See also ISA (UK&I) 540.A114).

· The appropriateness of the basis used by management to overcome the presumption relating to the use of fair value set forth under the entity’s applicable financial reporting framework, for those accounting estimates not measured or disclosed at fair value.  (See also ISA 540.A115).

For example, engagement teams may decide to obtain representations about the appropriateness of a valuation technique applied to certain assets or liabilities.  Such a representation may be necessary when management has not applied a valuation technique on a consistent basis because the technique used in an earlier reporting period no longer is appropriate under the market conditions prevailing at the current reporting date.  This could occur when markets are no longer active and quoted prices for identical instruments may not be available.  In this case, an entity may need to determine fair value by applying valuation models that use IAS 39 Financial Instruments: Recognition and Measurement Level 2 and Level 3 inputs.  Similarly, market participants may shift to a different valuation model which provides more reliable estimates of fair value than the model previously used.  

Use of Specialists

In the event that a specialist has been involved in assisting management, and the general representation regarding consultation with appropriate parties is not considered sufficient, the following representation may be tailored for incorporation:

“The Authority agrees with the findings of [Name of Specialist] as the Authority’s and its Group’s specialist in [evaluating/preparing] the [model name or type].  In connection with the specialist’s study, the Authority provided the specialist with all significant and relevant information of which it is aware.  The Authority did not give or cause any instructions to be given to the specialist with respect to the values or amounts derived in an attempt to bias their work, and we are not otherwise aware of any matters that have had an impact on the independence or objectivity of the specialists.”

Refer to Attachment 1 to this example letter for additional representations to be considered regarding the proper disclosure of significant assumptions applied in estimating fair values in accordance with IAS 1 Presentation of Financial Statements and other relevant IFRSs.

I. We provide management with a summary of uncorrected misstatements, including omissions of amounts or disclosures in financial statements, to assist them in preparing the representation required in 4 of the representation letter.  This summary is included in or attached to the representation letter.  The Summary of Audit Misstatements schedules may be used to prepare the summary of uncorrected misstatements.

In addition to uncorrected misstatements, it may be helpful to ask management to include a representation about misstatements, omissions and other errors in presentation and disclosure that have been corrected.  This can provide evidence of management’s concurrence with respect to corrected as well as uncorrected misstatements before communicating such misstatements to those charged with governance.  See the KAM-UK Topic Communications for further guidance.  

In some circumstances, management may not believe that certain uncorrected misstatements are misstatements.  For that reason, they may want to add to their representation words such as:

“The Authority does not agree that items […] and […] constitute misstatements because [description of reasons].”

Obtaining this representation does not, however, relieve us of the need to form a conclusion on the effect of uncorrected misstatements.

If there are no uncorrected misstatements, this representation may be deleted.

J. We may consider it necessary to request management to provide a written representation that it has communicated to us all deficiencies in internal control of which management is aware.  [ISA (UK&I) 580.A11] 

K. ISA (UK&I) 240 The Auditor’s Responsibilities Relating to Fraud in an Audit of Financial Statements states that the nature, extent and frequency of management’s assessment of the risk of fraud and the controls in place to prevent and detect it vary from entity to entity.  In some entities, management may make detailed assessments on an annual basis or as part of continuous monitoring.  In other entities, management’s assessment may be less formal and less frequent.  In some entities, particularly smaller entities, the focus of the assessment may be on the risks of employee fraud or misappropriation of assets.  The nature, extent and frequency of management’s assessment are relevant to our understanding of the entity’s control environment.

Learning that management has NOT made an assessment of the risk of fraud, prior to our asking for such an assessment, may in some circumstances be indicative of the lack of importance that management places on internal control.  We assess the impact this has on our audit, and plan our audit procedures accordingly.

L. If management has disclosed that there have been no instances of fraud or suspected fraud, consider the following wording in place of 9(a):

“There have been no instances of fraud or suspected fraud that the Authority is aware of and that affect the Authority [and its Group] and involve:

· Management;

· Employees who have significant roles in internal control; or

· Others where the fraud could have a material effect on the financial statements.”

M. If management has disclosed that there have been no allegations of fraud, or suspected fraud, affecting the Authority’s [and its Group’s] financial statements, consider the following wording in place of 9(b):

“There have been no allegations of fraud, or suspected fraud, affecting the Authority’s [and its Group’s]  financial statements communicated by employees, former employees, analysts, regulators or others.”

N. Consider including the following additional wording in respect of laws and regulations, when considered relevant and appropriate:

“Except as disclosed to you already in writing, there have been no communications from regulatory agencies, governmental representatives, tax authorities employees or others concerning investigations or allegations of non-compliance with laws and regulations, deficiencies in financial reporting practices or other matters that could have a material adverse effect on the financial statements.”

Engagement teams may tailor the above wording to refer specifically to a particular body, agency or individual, if considered to be appropriate.

O. Consider including the following additional wording in respect of liabilities, contingent liabilities and contingent assets, when considered relevant and appropriate:

“There are no:

· Other liabilities that are required to be recognised and no other contingent assets or contingent liabilities that are required to be disclosed in the financial statements in accordance with IAS 37 Provisions, Contingent Liabilities and Contingent Assets, including liabilities or contingent liabilities arising from illegal or possible illegal acts; or

· Other environmental matters that may have an impact on the financial statements.”

P. Regarding written representations concerning related parties, it may be appropriate, under certain circumstances, for us to obtain specific representations from those charged with governance.  Such circumstances include:

· When they have approved specific related party transactions that a) materially affect the financial statements, or b) involve management.

· When they have made specific oral representations to the auditor on details of certain related party transactions.

· When they have financial or other interests in the related parties or the related party transactions.  [ISA (UK&I) 550.A48]

We may also decide to obtain written representations regarding specific assertions that management has made, such as a representation that specific related party transactions do not involve undisclosed side agreements.  [ISA (UK&I) 550.A49]

Q. Defined Benefit Pension Scheme
The Auditing Practices Board’s Practice Note 22 The Auditors’ consideration of FRS 17 Retirement Benefits – defined benefit schemes sets out the requirement to gain a representation in relation to defined benefit schemes accounted for and disclosed in accordance with FRS 17.  Although it does not directly address IAS 19 it is equally relevant when this is applied instead.  Management provide the base data to the actuary and must agree with the assumptions made by the actuary in calculating the provision and/or disclosures.  FRS 17 paragraph 23 confirms that the assumptions are the responsibility of management.  (The Audit Committee are in any case responsible for all matters disclosed in the financial statements, just as they are responsible for any other expert input into the accounts).

Where a defined benefit pension scheme is operated by the Authority, and is disclosed in the financial statements in accordance with IAS 19, we seek representations in accordance with PN 22, paragraph 81.

Where the client does not operate a defined benefit pension scheme, this representation is not required.

Attachment 1: Additional representations
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[bookmark: _Ref62273998][bookmark: _Ref97977617]Additional representations to address specific circumstances of the client:



If, in addition to the required representations set out in the main body of the letter, the auditor determines that it is necessary to obtain one or more written representations to support other audit evidence relevant to the financial statements or one or more specific assertions in the financial statements, the auditor shall request such other written representations. [ISA (UK&I) 580.13] 



Written representations relating to specific assertions in the financial statements may be requested, in particular, to support an understanding that the auditor has obtained from other audit evidence of management’s judgment or intent in relation to, or the completeness of, a specific assertion.  For example, if the intent of management is important to the valuation basis for investments, it may not be possible to obtain sufficient appropriate audit evidence without a written representation from management about its intentions.  Although such written representations provide necessary audit evidence, they do not provide sufficient appropriate audit evidence on their own for that assertion.  



Engagement teams are reminded that ISA (UK&I) 580.A1 states that a request for written, rather than oral representations in many cases may prompt management to consider such matters more rigorously, thereby enhancing the quality of the representation.  As a result, engagement teams should consider the principles set out in paragraph 14 of the main body of the letter, which sets out when additional representations to address specific circumstances of the client may be considered necessary, and determine whether any of the following example representations relate to key matters, and may be appropriate for inclusion in the representation letter.  These may include representations about the following:



Significant assumptions and judgments made by management – eg. whether the selection  and application of accounting policies are appropriate;

Management intent – eg. plans or intentions that may affect the carrying value or classification of assets and liabilities;

Information that is known only to management – eg. liabilities, both actual and contingent, title to, or control over, assets, the liens or encumbrances on assets, and assets pledged as collateral; and aspects of laws, regulations and contractual agreements that may affect the financial statements, including non-compliance; and

To support other audit evidence relevant to the financial statements or one or 	more specific assertions in the financial statements.



Engagement teams are reminded that such representations are not to be included unless considered necessary, to help ensure that management is able to focus on the key matters specific to their circumstances.  Furthermore, the representations below are generic examples and may require further tailoring by engagement teams to ensure they specifically address the key matter in question.






Representations Regarding Management Intent and Plans, and Other Information that is Known Only to Management



i. All sales transactions are final and there are no side agreements with customers or other terms that allow for the return of merchandise, except for conditions covered by the usual and customary warranties.



ii. There are no liens or encumbrances on the Authority’s [and its Group’s] assets, except for those that are disclosed in Note [X] to the financial statements.



The Authority confirms that it has disclosed to you all information in relation to the following matters [engagement teams may identify certain matters from the following list about which it would be appropriate to obtain a written representation.  This list is intended to provide examples only and is not exhaustive]:



onerous contracts – ie. those contracts under which the unavoidable costs of 	meeting the obligation exceed the economic benefits to be received under it, 	including losses arising from sale and purchase commitments that are onerous 	contracts under IAS 37 Provisions, Contingent Liabilities and Contingent Assets;

liabilities for interest on deposits and other indebtedness, including subordinated 	notes and participation loans;

losses from transactions not recognised in the statement of financial position;

agreements and options to buy back assets previously sold, including sales with 	recourse;

assets pledged as collateral;

arrangements with financial institutions involving restrictions on cash balances 	and lines of credit or similar arrangements;

the nature of involvement with, and transactions with, special purpose entities 	(SPEs) that are not consolidated, in which the Authority [or its Group] [are/is] 	a sponsor or transferor.  Specifically, the Authority has considered whether the Authority [or its Group] control[s] the vehicle in accordance with IAS 27 Consolidated and Separate Financial Statements and SIC Interpretation 12 Consolidation – Special Purpose Entities.



iii. [Except as disclosed in the financial statements or notes to the financial statements], the Authority [and Group] [have/has] complied with all aspects of contractual agreements that could have a material effect on the financial statements in the event of non-compliance – for example, debt covenants.



iv. There are no formal or informal compensating balance arrangements with any of the Authority’s [and its Group’s] cash and investment accounts.  [Except as disclosed in Note X to the financial statements], the Authority [and Group] [have/has] no other line of credit arrangements.



v. The Authority has no plans or intentions that may affect the carrying value or classification of assets and liabilities.



vi. The Authority has no plans to abandon lines of product or other plans or intentions on behalf of the Authority [and Group] that will result in any excess or obsolete inventory, and no inventory is stated at an amount in excess of net realisable value.



Engagement teams also may consider tailoring representations regarding specific plans of management – eg. those that affect assumptions used in determining the carrying value of an asset.



The Authority confirms that it intends to [describe matter of intent and any key factors or considerations affecting this].  The Authority acknowledges that this affects [describe the effect(s) – eg. the carrying value of a particular asset] as follows [describe the effect].



Representations Regarding Title to Assets, Classification and Carrying Value of Assets, and Impairment of Assets



vii. The Authority [and Group] [have/has] satisfactory title to all assets.



In the event of a concern regarding title to owned assets, the engagement team may wish to add the following wording, tailored to the specific circumstances of the client:



In respect of [describe asset], the Authority confirms that the Authority [and Group] [have/has] legal title because [describe reasons why management considers the Authority [and its Group][have/has] legal title – eg. because they have obtained legal advice supporting this].  The Authority attaches [describe any additional audit evidence such as an external legal opinion obtained by the Authority [or its Group] supporting this] at appendix [C] to this letter.



Note that the above wording will not be appropriate for assets that the Authority [or its Group] leases from other entities.



viii. When the Authority [and Group] [have/has] non-current assets or disposal   groups that are classified as held for sale, consider including the following representation:



Non-current assets [or disposal groups] classified as held for sale are available for immediate sale in their present condition, subject only to terms that are usual and customary for sales of such assets, and their sale is highly probable as defined by IFRS 5 Non-current Assets Held for Sale and Discontinued Operations.



ix. The Authority confirms that it has appropriately performed impairment testing in accordance with IAS 36 Impairment of Assets including the following:



At the reporting date, the Authority has performed impairment testing for any asset or cash generating unit (CGU) for which there is an indication of a possible impairment at that date.  In this regard, the Authority confirms that it has appropriately assessed, at the reporting date, whether there is any indication that an asset or CGU may be impaired;

The Authority has performed impairment testing annually for goodwill and intangible assets with indefinite useful lives or under development and not yet ready for use, regardless of whether there is an indication of impairment;

In respect of the impairment test of the following assets or CGUs, the Authority confirms that the key assumptions used and judgments made (as described below) are reasonable.



		Asset or CGU

		Key assumptions

		Rationale for reasonableness of key assumptions



		

		

		



		

		

		



		

		

		







Consider also obtaining a representation about management’s intent in respect of such matters – eg. whether the estimated useful life of an asset is in accordance with management’s intention to retain and maintain the asset for that period of time.



Normally we would not expect to obtain specific representations for all assets/ CGUs but only for those for which the engagement team believes that the outcome of the impairment test is significant and a separate representation is appropriate.



In addition to the above matters, situations may exist in which the engagement team wishes to obtain the following specific representations relating to assets and CGUs – for example:



Information provided to and used by management for determining the recoverable amount of assets/CGUs is consistent with the [Group’s and the] Company’s planning and with the requirements of IAS 36;

Reasonableness comparisons to market data – eg. market capitalisation, have been performed and management is satisfied that the results are not inconsistent with its overall assessment of recoverable amounts.



		Financial Assets



x. The Board has assessed all financial assets to determine whether there is any objective evidence of impairment as a result of one or more loss events that occurred subsequent to their initial recognition, and any impairments identified have been recognised in the financial statements, as appropriate.  In respect of investments in equity instruments, the Board has recognised an impairment loss when there has been a significant or prolonged decline in the fair value of the instrument below cost or other objective evidence of impairment.  The Board has determined whether a decline in fair value below cost is ‘significant’ or ‘prolonged’ in accordance with criteria as [disclosed/ as represented] to you.  [It may be appropriate to request management to represent formally, by attachment to this letter, their criteria in this regard.].



xi. The Board confirms that it has a positive intention and ability to hold all financial assets classified as “held to maturity” to their maturity, unless disposal before maturity qualifies as an exception under IAS 39 Financial Instruments: Recognition and Measurement.



For financial assets reclassified from the available-for-sale category to loans and receivables, the Board confirms that it has the intent and ability to hold the reclassified asset for the [foreseeable future/until maturity].



xii. The Board confirms that, during the period, it complied with the externally imposed capital requirements.



Representations Regarding Derivatives



xiii. The engagement team may wish to obtain specific representations about derivatives and hedging activities.  Depending on the volume and complexity of derivative and hedging activities, representations may include the following matters:



· management’s objectives with respect to derivative financial instruments – for example, whether derivatives are used for hedging or speculative purposes;

· the financial statement assertions concerning derivative financial instruments – for example, that records reflect all derivative transactions;

· whether management has disclosed to us all the terms of derivative transactions, and significant judgments and assumptions made by management in applying such terms to determine the accounting treatment for derivative transactions;

· whether there are any side agreements associated with any derivative instruments.



Embedded Derivatives



xiv. The engagement team may wish to obtain the following representation regarding embedded derivatives, if considered appropriate:



The Board has evaluated financial instruments and other contracts to identify embedded derivatives that are required to be separated from the respective host contracts and accounted for separately as derivatives under IAS 39 Financial Instruments: Recognition and Measurement.  The Board confirms that all embedded derivatives that are required to be separated under IAS 39 have been identified and accounted for separately as derivatives.



Representations Regarding Exposures to Risks



xv. Furthermore, the engagement team may wish to obtain the following representations regarding information provided relating to exposures to risk:



The Board confirms that it has provided you with all information relating to the Authority’s [and its Group’s] exposures to risks arising from financial instruments and how those exposures arise, including a description of its objectives, policies and processes for managing the risks arising from financial instruments and the methods used to measure risks.



When relevant, it may be appropriate to include the following wording regarding concentrations of credit risk and supporting collateral:



· Significant concentrations of credit risk arising from all financial instruments and information about the collateral supporting such financial instruments have been disclosed properly in the financial statements.

· Further, the quantitative data disclosed are representative of the Authority’s [and its Group’s] exposure to risks arising from financial instruments during the period.



Representations Relating to Post-Employment Benefits



xvi. When the Authority [and its Group][have/has] post-employment benefits, consider whether to request the following representation (the representation also may be tailored to include other long-term benefits, if applicable):



The Board confirms that all post-employment benefit plans set out in the attached schedule have been identified, properly classified and accounted for, either as defined benefit or defined contribution plans in accordance with IAS 19 Employee Benefits.  There are no other plans. 



xvii. When the Authority [and its Group][have/has] defined benefit plans, consider obtaining the following representations (the representations also may be tailored to include other long-term benefits, if applicable):



On the basis of the process established by the Board, and having made appropriate enquiries, it is satisfied that the actuarial assumptions underlying the valuation of pension plan liabilities are consistent with its knowledge of the employee population profile.



In the event that a specialist has been involved in assisting management, the following additional paragraph may be included:



The Board agrees with the findings of [Name of Actuary] as the Authority’s [and its Group’s] actuarial specialist in [preparing/ evaluating] the pension plan valuations.  In connection with the actuarial specialist’s study, the Board provided the specialist with all significant and relevant information of which it is aware.  The Board did not give or cause any such instructions to be given to the actuarial specialist with respect to the values or amounts derived in an attempt to bias their work, and it is not otherwise aware of any matters that have had an impact on the independence or objectivity of the actuarial specialist.



The Board further confirms that:



· all employee benefits for key management personnel are disclosed adequately;

· it has provided you with all information regarding any restrictions on the current realisability of the surplus or the basis used to determine the amount of the economic benefit available under IFRIC 14 IAS 19 – The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction;

· it has provided you with all information regarding significant assumptions applied in estimating fair values of plan assets; and

· it has provided you with all information regarding significant assumptions applied in estimating the expected return on plan assets. [Consider the variation from past returns when deciding whether this representation should be obtained.]



Representations Regarding Share-Based Payment Transactions



xviii. When the Authority [and its Group][have/has] share-based payment transactions, consider obtaining the following representations:



The Board has provided you with all relevant information relating to grants, settlements, modifications, cancellations and replacements of share-based payment transactions in the reporting period.  In particular, the Board confirms the following:



· Grants of share-based payment transactions requiring a valuation technique, such as share option grants without an available market price, have been valued using a method that meets the requirements of IFRS 2 Share-based Payment, and the Authority’s [and its Group’s] policies.  The assumptions used in performing the valuation (including behavioural assumptions) are appropriate in the circumstances.



In the event that a specialist has been involved in assisting management, the following additional paragraph may be included:



· The Board agrees with the findings of [Name of specialist] as the Authority’s [and its Group’s] specialist in [preparing/evaluating] the share option valuations.  In connection with the specialist’s study, the Board provided the specialist with all significant and relevant information of which it is aware.  The Board did not give or cause any such instructions to be given to the specialist with respect to the values or amounts derived in an attempt to bias their work, and it is not otherwise aware of any matters that have had an impact on the independence or objectivity of the specialist.



· All underlying assumptions and information as to whether and when the grant date has been reached in the cases of new grants of share-based payments have been provided to you.



· All other relevant assumptions, for example in relation to whether and when a non-market performance condition has been met, have been provided to you and reflected in the financial statements accordingly.



Representations Regarding Taxation Balances



xix. Consider including the following wording in respect of taxation balances and charges:



· Recognised deferred tax assets are measured at the tax rates enacted or substantively enacted at the period end and represent those amounts that are probable of realisation taking into account management’s estimates of future taxable profit.  In determining estimates of future taxable profit against which the deductible amounts can be utilised, the Board has considered the existence of taxable temporary differences that will reverse in the same period that deductible amounts will reverse and also has considered appropriate tax planning opportunities that the Authority [and its Group] [are/is] more likely than not to take advantage of in order to generate future taxable profit.

· The Authority [and its Group] [are/is] able to control the timing of reversal of all temporary differences in relation to investments in subsidiaries, branches and associates and investments in joint ventures for which deferred taxes have not been recognised, and it is probable that those temporary differences will not reverse in the foreseeable future.

· The Board has not received any advice or opinion that contradicts the Authority’s [and its Group’s] support for accounting for income taxes, that contradicts the financial statement amounts and presentations in respect of tax, or that is necessary to understand the Authority’s [and its Group’s] tax accrual and related matters and has not been disclosed to you.



Other Representations



Operating Segments



xx. Operating segments have been identified appropriately based on the way in which the segments are organised within the Company for making operating decisions and in assessing performance.  Subject to the specific requirements of IFRS 8 Operating Segments, financial information is disclosed in the same manner and based on the same policies as they are reported internally and used by that person or group of persons (the Company’s chief operating decision maker) that make decisions about the resources to be allocated to the operating segments and assess their performance.  



Functional Currency



xxi. The Board has considered which currency is the currency of the primary economic environment in which the Company operates (the “functional currency”).  In making this assessment, the Board has used its judgment to determine the functional currency that most faithfully represents the underlying transactions, events and conditions of the Company. The Board has concluded that the functional currency of the Company is [insert currency] because [describe principal reasons for this conclusion].  The Board has completed similar assessments for each of its foreign operations and have concluded, inter alia, that the functional currency of [insert name of the most significant foreign operations and/or those for which the determination of functional currency requires the exercise of material judgment] is [insert currency] because [describe principal reasons for conclusion].



Business Combinations



xxii. For business combinations, consider whether to request the following representation in whole or in part:



The Board has identified all business combinations in accordance with the scope of IFRS 3 Business Combinations including having regard to the definition of a business.  The identification of the [Group or the Company] as the acquirer and the determination of the acquisition date were in compliance with IFRS 3.  The Board recognised all assets acquired and liabilities assumed that met the definitions of assets and liabilities in accordance with IFRSs at the acquisition date, including intangible assets that qualified for recognition separately from goodwill; all such assets and liabilities were classified or designated appropriately at that date.  The Board determined the fair values of the consideration transferred, including contingent consideration, [non-controlling interests, previously held interests,] assets acquired and liabilities assumed using all information available and in accordance with appropriate valuation techniques, as set out in Note [X] to the financial statements and taking into account the exceptions set out in IFRS 3.  In accordance with the requirements of IFRS 3, management intent has not been taken into account in the determination of fair values.  Transactions that were not part of the business combination were accounted for appropriately, on a separate basis, in accordance with the requirements of IFRSs.



Representations Regarding Completeness of Information Provided in Respect of Key Judgments and Assumptions Made by Management



xxiii. The Board confirms that it has provided you with all relevant information regarding the following:

a) [describe judgments, apart from those involving estimations, management has made in the process of applying the Authority’s [and its Group’s] accounting policies that have the most significant effect on the amounts recognised in the financial statements, including:



· classification and reclassification of financial instruments;

· the criteria developed by the Authority [and its Group] to distinguish investment property from owner-occupied property and from property held for sale in the ordinary course of business, when classification of property is difficult (pursuant to requirement in IAS 40 Investment Property).



The above list is intended to provide examples only, and is not exhaustive.



b) key assumptions concerning the future, and other key sources of estimation uncertainty at the date of the statement of financial position, that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year, including:

· major assumptions concerning future events affecting classes of provisions, as required in specified circumstances by IAS 37 Provisions, Contingent Liabilities and Contingent Assets;

· the methods and significant assumptions applied in determining the fair value of investment property, including a statement as to whether the fair value was supported by market evidence or was based on other factors, which the Authority [and its Group] [have/has] disclosed, because of the nature of the property and lack of comparable market data;

· significant assumptions applied in estimating fair values of financial assets and financial liabilities that are carried at fair value;

· significant assumptions applied in estimating the fair value of the consideration received in respect of construction or upgrade services provided by the Authority [and its Group] under a service concession arrangement within the scope of IFRIC 12 Service Concession Arrangements;

· significant assumptions applied in estimating fair values of revalued items of property, plant and equipment, as required by IAS 16 Property Plant and Equipment;

· any restrictions on the current realisability of the surplus or the basis used to determine the amount of the economic benefit available under IFRIC 14 IAS 19 – The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction.



The above list is intended to provide examples only, and is not exhaustive.

In the event that a specialist has been involved in assisting management in relation to the above matters, the following additional paragraph may be included:



The Board agrees with the findings of [Name of specialist] as the Authority’s [and its Group’s] specialist in [preparing/ evaluating] the [identify significant judgment or assumption].  In connection with the specialist’s study, the Board provided the specialist with all significant and relevant information of which it is aware.  The Board did not give or cause any such instructions to be given to the specialist with respect to the values or amounts derived in an attempt to bias their work, and it is not otherwise aware of any matters that have had an impact on the independence or objectivity of the specialist.



Representation to support other audit evidence relevant to the financial statements or one or more specific assertions in the financial statements



xxiv. [Engagement teams are encouraged to consider whether written representations would be relevant and appropriate in respect of other audit evidence relevant to the financial statements or one or more specific assertions in the financial statements.  Such representations would need to be specifically tailored by the engagement team to reflect the individual circumstances of the Authority [and its Group] under audit to obtain explicit representations relating to such matters.]



Representation Regarding Impact of Adopting a New Standard



xxv. The Board has not completed the process of evaluating the impact that will result from adopting IFRS [Number, Name], as discussed in Note [X] in a future accounting period.  The Authority [and its Group] [are/is] therefore unable to disclose the impact under IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors that adopting IFRS [Number/Name] will have on [their/its] financial position and the results of operations when such Statement is adopted.




