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Notes for Select Slides

	The following supporting notes accompany the PowerPoint slides for this module and do not amend or override the ISAs, the texts of which alone are authoritative. Reading these notes is not a substitute for reading the ISAs. The notes are not meant to be exhaustive and reference to the ISAs themselves should always be made. In conducting an audit in accordance with ISAs, the auditor is required to comply with all the ISAs that are relevant to the engagement.
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· Basis for requiring written representations
· Old approach of obtaining written representations when other audit evidence cannot reasonably be expected to exist no longer appropriate.
· Main reason is that this may encourage over-reliance on written representations to support audit opinion.
· New standard requires written representations only to support other audit evidence.
· The IAASB’s view is that circumstances where other audit evidence cannot reasonably be expected to exist would be extremely rare.
· If these circumstances do arise, consider the effect of the inability to obtain audit evidence on the audit report.
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· Source of written representations
· This change aligns with the public focus on greater accountability from management.
· Those bearing key responsibilities for the financial statements ordinarily are the entity’s CEO or CFO, or equivalent.
· If those charged with governance have responsibility for the financial statements, written representations may be obtained from them.
· Management is not expected to know everything about the financial statements to be able to provide the relevant written representations. The expectation is that management would have sufficient knowledge of the preparation of the financial statements and the assertions in them to provide the written representations.

· In specialized areas, management may need to make appropriate inquiries of individuals within the entity who have relevant knowledge

· E.g. an actuary in relation to estimates of pension liabilities, or internal counsel in relation to provisions for legal claims
· To ensure that management makes informed representations, the auditor may request management to include in the written representations a confirmation that management has made appropriate inquiries for purposes of providing the written representations.

· There is no expectation that the entity should establish a new formal internal system or process to enable management to provide the written representations.
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· Management’s responsibilities
· The new standard introduces a fundamental change in approach to obtaining written representations about management’s responsibilities.
· It no longer requires the auditor to obtain audit evidence regarding management’s acknowledgement of its responsibility for fair presentation of the financial statements. This requirement has been moved to ISA 210 in the context of agreeing the terms of engagement.

· Instead, the standard introduces new requirements for written representations from management that it has:

· Fulfilled its responsibility for the preparation and, where relevant, fair presentation of the financial statements; and

· Provided the auditor with all relevant information and access as agreed in the terms of the engagement.

· This change in approach emphasizes the importance of confirming the premise on which the audit has been conducted, i.e. that management has acknowledged and understand its responsibilities for:
· The preparation and fair presentation of the financial statements;
· Necessary related internal control; and
· Providing the auditor with all relevant information and access.

· It would not be possible for the auditor to judge, on the basis of other evidence alone, whether management has prepared and presented financial statements and provided all relevant information and access on the basis of the agreed acknowledgement and understanding of those responsibilities.
· IAASB’s view is that audit evidence obtained during the audit that management has fulfilled the responsibilities in the premise cannot be sufficient on its own without direct written confirmation from management that it believes it has fulfilled those responsibilities.
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· No requirement for written representation regarding fulfillment of management’s responsibility regarding internal control
· Fulfillment of management’s responsibility for internal control is implicit in management’s confirmation that it has fulfilled its responsibility for the preparation and presentation of the financial statements.
· Nevertheless, depending on the circumstances, it may be appropriate to consider whether written representations are needed from management that it has communicated to the auditor all deficiencies in internal control of which management is aware.
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· Management fails or refuses to provide the written representations regarding fulfillment of its responsibilities
· Such failure would represent strong evidence that there may be unresolved issues regarding the financial statements or information provided to the auditor, even if the auditor may have formed the impression up to that point in the engagement that the financial statements are appropriate and information provided by management is complete.
· Substantive audit procedures alone cannot adequately respond to these risks to completeness.
· Because potential misstatements due to a lack of completeness could be pervasive to financial statements, a disclaimer of opinion is the only appropriate response.


	Slide 10 Notes

· Specific written representations required by other ISAs 

· Other ISAs mandate written representations for specific audit areas, guided by the overarching principles in ISA 580, e.g.
· ISA 240 in relation to fraud

· ISA 450 in relation to the effects of uncorrected misstatements

· ISA 550 in relation to related party transactions
· Specific written representations auditor believes are necessary 

· It may be necessary in the particular engagement circumstances to obtain specific written representations to support other audit evidence regarding:
· Specific aspects of the financial statements.

· Specific assertions in the financial statements.

· Written representations about specific aspects of the financial statements include, for example:

· Whether the selection and application of accounting policies are appropriate.
· Whether the entity has satisfactory title to, or control over, its assets.
· Whether all actual and continent liabilities have been appropriately recorded or disclosed.

These supplement, but do not form part of, the written representation that should be obtained regarding management’s fulfillment of its responsibility for the preparation and presentation of the financial statements.

· Written representations regarding specific assertions support the auditor’s understanding from other audit evidence regarding management’s judgment or intent about specific matters, e.g. if management’s intent is particularly important in relation to the valuation of specific investments.
· Obtaining evidence regarding management judgments and intentions may involve considering one or more of the following:

· Management’s past history in carrying out its stated intentions.

· Management’s reasons for choosing a particular course of action.

· The entity’s ability to pursue a specific course of action.

· The existence (or lack) of any other information that the auditor might have obtained during the audit that may be inconsistent with management’s judgment or intent. 

· Important to bear in mind that while a written representation from management regarding a specific assertion provides necessary audit evidence, it does not on its own provide sufficient appropriate audit evidence for that assertion.
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