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1001 A – Example Management Representation Letter
[Entity Letterhead]

[Date of auditor’s report and completion of the audit]

The Honorable [name of Inspector General or Comptroller General]

[Title as Inspector General or Comptroller General of the United States]

[Name of IG entity or U.S. Government Accountability Office]

 [Also, include the independent external auditor as an addressee, if appropriate.]

Address

Dear [name(s)]:

We are providing this letter in connection with your audit of the [entity’s] balance sheet as of September 30, 20X8 and 20X7, [or dates of audited financial statements] and the related statements of net costs, changes in net position, budgetary resources, social insurance [if applicable] and custodial activity [if applicable], for the years then ended (hereinafter referred to as the “financial statements”).  

You conducted your audit to (1) express an opinion as to whether the financial statements are presented fairly, in all material respects, in conformity with U.S. generally accepted accounting principles, (2) report [or express an opinion] on the entity’s internal control over financial reporting and compliance with laws and regulations as of September 30, 20X8 [or date of latest audited financial statements], (3) (For CFO Act agencies) report whether the [entity’s] financial management systems substantially comply with federal financial management systems requirements, applicable federal accounting standards (U.S. generally accepted accounting principles), and the U.S. Government Standard General Ledger at the transaction level as of September 30, 20X8, and (4) test for compliance with applicable laws and regulations. In addition, you have performed certain audit procedures with respect to the [entity’s] 20X8 Management’s Discussion and Analysis (MD&A) and other supplementary information, which is included as part of the 20X8 financial statements of the [entity].

(Recommended paragraph) Certain representations in this letter are described as being limited to matters that are material. For purposes of this letter, matters are considered material if they involve $XX or more. Items also are considered material, regardless of size, if they involve an omission or misstatement of accounting information that, in the light of surrounding circumstances, makes it probable that the judgment of a reasonable person relying on the information would be changed or influenced by the omission or misstatement. (OMB audit guidance states that the management representation letter shall specify management’s materiality threshold used for reporting items in the management representation letter.)
We confirm, to the best of our knowledge and belief, the following representations made to you during the audits. These representations pertain to both years’ financial statements, and update the representations we provided in the prior year:

Presentation and Disclosure
1. We are responsible for the fair presentation of the financial statements in conformity with U.S. generally accepted accounting principles. We are also responsible for the preparation of the MD&A, and (if any): required supplementary information (RSI), required supplementary stewardship information (RSSI), and other supplementary information.
2. The financial statements are fairly presented in conformity with U.S. generally accepted accounting principles. The MD&A, and (if any) RSI, RSSI, and other  supplementary information are fairly presented and are consistent with the financial statements.                                               

3. We have made available to you all

a. financial records and related data;

b. where applicable, minutes of meetings of the Board of Directors [or other similar bodies of those charged with governance] or summaries of actions of recent meetings for which minutes have not been prepared; and

c. any communications from the Office of Management and Budget (OMB) concerning noncompliance with or deficiencies in financial reporting practices.

4. There are no material transactions that have not been properly recorded in the accounting records underlying the financial statements or disclosed in the notes to the financial statements.

5. There are no uncorrected financial statement misstatements as we have adjusted the financial statements for all known and likely misstatements you have informed us of. (or) We believe that the effects of uncorrected financial statement misstatements summarized in the attached summary are immaterial, both individually and in the aggregate, to the financial statements taken as a whole. (An example summary is provided in FAM 595 C.) [If management believes that certain of the identified items are not misstatements, management’s belief may be acknowledged by adding to the representation, for example, “We believe that items XX and XX do not constitute misstatements because (description of reason).”] 

6. The [entity] has satisfactory title to all owned assets, including stewardship property, plant, and equipment. There are no liens or encumbrances on these assets and no assets have been pledged.

7. We have no plans or intentions that may materially affect the carrying value or classification of assets and liabilities or that we are required to disclose in the financial statements.
8. There are no guarantees under which the [entity] is contingently liable that require reporting or disclosure in the financial statements. 
9. Related party transactions including related accounts receivable or payable, revenues, expenditures, loans, transfers, leasing arrangements, assessments, and guarantees have been properly recorded and disclosed in the financial statements.

10. No material events or transactions have occurred subsequent to September 30, 20X8 [or date of latest audited financial statements], that have not been properly recorded in the financial statements or disclosed in the notes.

Intra-governmental Activities
11. All intra-entity transactions and balances have been appropriately identified and eliminated for financial reporting purposes. All intra-governmental transactions and activities have been appropriately identified, recorded, and disclosed in the financial statements. We have reconciled [or have been unable to reconcile] material intra-governmental transactions and balances with the federal entity providing the goods or services. 

Internal Control
12.   We are responsible for establishing and maintaining a system of internal control.

13.   Pursuant to 31 U.S.C. 3512(c), (d) (commonly known as the Federal Managers’ Financial Integrity Act), we have assessed the effectiveness of the [entity’s] internal control in achieving the following objectives:

a.
Reliability of financial reporting: Transactions are properly recorded, processed, and summarized to permit the preparation of the financial statements in accordance with U.S. generally accepted accounting principles, and assets are safeguarded against loss from unauthorized acquisition, use, or disposition.

b.
Compliance with applicable laws and regulations: Transactions are executed in accordance with laws governing the use of budget authority; other laws and regulations that could have a direct and material effect on the financial statements, and any other laws and regulations identified in OMB audit guidance.

 [This item is optional if the auditor is not opining on internal control. Also, if the agency bases its internal control assessment on suitable criteria other than 31 U.S.C. 3512(c), (d), cite the criteria used (for example, Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations (COSO) of the Treadway Commission).]

14.   Those controls in place on September 30, 20X8 [or date of latest audited financial statements], and during the years ended 20X8 and 20X7, provided reasonable assurance that the foregoing objectives are met. [Delete this item if the auditor is not opining on internal control.]

[If there are material weaknesses:

        Those controls in place on September 30, 20X8, and during the years ended 20X8 and 20X7, were not effective to provide reasonable assurance that the foregoing objectives were met because of the effects of the material weaknesses discussed below or in an attachment.]
15.   We have disclosed to you all significant deficiencies in the design or operation of internal control that could adversely affect the [entity’s] ability to meet the internal control objectives and identified those we believe to be material weaknesses (or determined that none is a material weakness). [This item is optional if the auditor is not opining on internal control.]

16.   There have been no changes to internal control subsequent to September 30, 20X8 [or date of latest audited financial statements], or other factors that might significantly affect the effectiveness of internal control. [If there were changes, describe them, including any corrective actions taken with regard to any significant deficiencies or material weaknesses.]

Fraud
12. We acknowledge our responsibility for the design and implementation of programs and controls to prevent and detect fraud (intentional misstatements or omissions of amounts or disclosures in financial statements and misappropriation of assets that could have a material effect on the financial statements).

18.   We have no knowledge of any fraud or suspected fraud affecting the [entity] involving:

a.
management,

b.
employees who have significant roles in internal control, or

c.
others where the fraud could have a material effect on the financial statements.

[If there is knowledge of any instances, describe them.]

19.   We have no knowledge of any allegations of fraud or suspected fraud affecting the [entity] received in communications from employees, former employees, or others.   [If there is knowledge of any such allegations, they should be described.]

Compliance of Systems with FFMIA
[For CFO Act agencies subject to the Federal Financial Management Improvement Act of 1996 (FFMIA)]
20.   We are responsible for implementing and maintaining financial management systems that substantially comply with federal financial management systems requirements, federal accounting standards (U.S. generally accepted accounting principles), and the U.S. Government Standard General Ledger at the transaction level.

21.   We have assessed the financial management systems to determine whether they substantially comply with those federal financial management systems requirements. Our assessment was based on guidance issued by OMB.  

22.   The financial management systems substantially complied with federal financial management systems requirements, federal accounting standards, and the U.S. Government Standard General Ledger at the transaction level as of [date of the latest financial statements].  

[If the financial management systems substantially comply with only one or two of the above elements, modify as follows:

As of [date of financial statements], the [agency’s] financial management systems substantially comply with [specify which of the three elements for which there is substantial compliance (e.g., federal accounting standards and the SGL at the transaction level)], but did not substantially comply with [specify which of the elements for which there was a lack of substantial compliance (e.g., federal financial management systems requirements)], as described below (or in an attachment).]

[If the financial management systems do not substantially comply with any of these three elements, use the following paragraph:

As of [date of financial statements], the [agency’s] financial management systems do not substantially comply with the federal financial management systems requirements.]

[If there is a lack of substantial compliance with one or more of the three requirements, identify all the facts pertaining to the noncompliance, including the nature and extent of the noncompliance and the primary reason or cause of the noncompliance.]

Laws and Regulations
23.   We are responsible for the [entity’s] compliance with applicable laws and regulations.

24.   We have identified and disclosed to you all laws and regulations that have a direct and material effect on the determination of financial statement amounts [may list laws and regulations].

25.   There are no 

a.   violations or possible violations of laws or regulations whose effects we should evaluate 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 or disclosed that have not been accrued or disclosed, or

c.   unasserted claims or assessments that are probable of assertion and must be disclosed that have not been disclosed.

[When there is no general counsel and management has not consulted legal counsel regarding contingencies, the auditor should obtain a written representation from management that legal counsel has not been consulted. Example wording is: “We are not aware of any pending or threatened litigation, claims, or assessments or unasserted claims or assessments that are required to be accrued or disclosed in the financial statements in accordance with SFFAS No. 5. We have not consulted legal counsel concerning litigation, claims, or assessments.” (See FAM 1002.24)

26.   We have complied with all aspects of contractual agreements that would have a material effect on the financial statements in the event of noncompliance.

27.   We are not aware of any violations of the Antideficiency Act that we must report to the Congress and the President (and provide a copy of the report to the Comptroller General) for the year ended September 30, 20x8, (or, we have reported all known violations of the Antideficiency Act) and through the date of this letter.

Statement of Social Insurance
[For entities presenting a Statement of Social Insurance (SOSI) see AICPA publication SOP 04-1, Auditing the Statement of Social Insurance, (SOP 04-1 §36) which suggests the following management representations.]
28.   Management is responsible for the assumptions and methods used in the preparation of the SOSI. Management agrees with the actuarial methods and assumptions used by the entity’s actuary and have no knowledge or belief that would make such methods or assumptions inappropriate in the circumstances.  Management did not give any instructions, nor cause any instructions to be given to the entity’s actuary with respect to values or amounts derived, and is not aware of any matters that have affected the objectivity of the entity’s actuary. Management believes that the actuarial assumptions and methods used to measure the amounts in the SOSI for financial accounting purposes are appropriate in the circumstances.

29.   Actuarial assumptions and methods used to measure the amounts in the SOSI for financial accounting and disclosure purposes represent management’s best estimates regarding future events based on demographic and economic assumptions and future changes mandated by law.

30.
There were no material omissions from the data provided to the entity’s actuary for the purpose of determining the actuarial present value of the estimated future income to be received and estimated future expenditures to be paid during the projection period sufficient to illustrate the long-term sustainability of (name of the social insurance program) as of (dates of SOSI presented).

31.   The SOSI covers a projection period sufficient to illustrate the long-term sustainability of the social insurance program.

32.   Management provided the auditor with all the reports developed by external review groups appointed by the entity or the program’s trustees related to estimates in the SOSI.

33.   The following matters relating to the SOSI have been disclosed properly in the notes to the financial statements:

a. The accumulated excess of all past cash receipts, including interest on investments, over all past cash disbursements within the social insurance program represented by the fund balance at the valuation date. 

b. An explanation of how the net present value is calculated for the closed group.

c. Comparative financial information for items in paragraphs 2a, 2b 2c and 2d (1) of SOP 04-1, for the current year and for each of the preceding four years.  (Note any preceding years that are unaudited).

d. Significant assumptions used in preparing estimates

1. There have been no changes in (or, changes in the following have been properly reported or disclosed in) the actuarial methods or assumptions used to calculate amounts recorded or disclosed in the financial statements between 
a.     the valuation dates (for example: of January 1, 20x8 and January 1, 20x7) or changes in the method of collecting data, and

b.     the valuation date (for example: of January 1, 20x8), and the financial reporting date (of September 30, 20x8) or changes in the method of collecting data.
35.   There have been no changes in (or, changes in the following have been properly reported or disclosed in) laws and regulations affecting social insurance program income and benefits between

a.     the valuation dates (for example: January 1, 20x8 and January 1, 20x7)

b.     the valuation date (for example: January 1, 20x8) and the financial reporting date (of September 30, 20x8).

36.   Accounting estimates applicable to the financial information of the entity included in the SOSI are based on management’s best estimate, after considering past and current events and assumptions about future events.

Budgetary and Restricted Funds
[OMB audit guidance includes a representation by management on the consistency of budgetary data in the following paragraph.] 
37.   The information presented in the (entity’s) Statement of Budgetary Resources (materially - defined in paragraph 2 on page 1001 A-1) agrees with information submitted in its year-end Reports on Budget Execution and Budgetary Resources (SF-133s). The information will be used as input for fiscal year 20x8 actual column of the Program and Financing Schedules reported in the fiscal year 20x0 Budget of the U.S Government. This information is supported by the related financial records and data.

38.   We have disclosed in the financial statements all material earmarked funds
 as defined by FASAB SFFAS No. #27 and all material restricted funds. 

________________________________

[Name of Head of Entity]

[Title]

________________________________
[Name of Chief Financial Officer]

[Title]

Attachment

[This page intentionally left blank.]

� SFFAS No. 27 does not use the term “earmarked” as it is sometimes used to refer to set-asides of appropriations for specific purposes.
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