
 
Appendix 2 – Appendix to the Authority Representation Letter of Buckinghamshire 
and Milton Keynes Fire Authority: Definitions 

Financial Statements 

A complete set of financial statements comprises: 

• A Comprehensive Income and Expenditure Statement for the period; 

• A Balance Sheet as at the end of the period; 

• A Movement in Reserves Statement for the period; 

• A Cash Flow Statement for the period; and 

• Notes, comprising a summary of significant accounting policies and other explanatory 
information and the Expenditure and Funding Analysis. 

A local authority is required to present group accounts in addition to its single entity accounts 
where required by chapter nine of the CIPFA/LASAAC Code of Practice on Local Authority 
Accounting in the United Kingdom 2023/24.  

A housing authority must present a Housing Revenue Account Statement. 

A billing authority must present a Collection Fund Statement for the period showing amounts 
required by statute to be debited and credited to the Collection Fund.  

A pension fund administering authority must prepare Pension Fund accounts in accordance 
with Chapter 6.5 of the Code of Practice.  

An entity may use titles for the statements other than those used in IAS 1. For example, an 
entity may use the title 'statement of comprehensive income' instead of 'statement of profit or 
loss and other comprehensive income.  

Material Matters 

Certain representations in this letter are described as being limited to matters that are material. 

IAS 1.7 and IAS 8.5 state that: 

“Information is material if omitting, misstating or obscuring it could reasonably be expected to 
influence decisions that the primary users of general purpose financial statements make on the 
basis of those financial statements, which provide financial information about a specific 
reporting entity. 

Materiality depends on the nature or magnitude of information, or both. An entity assesses 
whether information, either individually or in combination with other information, is material in 
the context of its financial statements taken as a whole. 



 
Information is obscured if it is communicated in a way that would have a similar effect for 
primary users of financial statements to omitting or misstating that information. The following 
are examples of circumstances that may result in material information being obscured: 

a) information regarding a material item, transaction or other event is disclosed in the 
financial statements but the language used is vague or unclear; 

b) information regarding a material item, transaction or other event is scattered 
throughout the financial statements; 

c) dissimilar items, transactions or other events are inappropriately aggregated; 

d) similar items, transactions or other events are inappropriately disaggregated; and 

e) the understandability of the financial statements is reduced as a result of material 
information being hidden by immaterial information to the extent that a primary user is 
unable to determine what information is material. 

Assessing whether information could reasonably be expected to influence decisions made by 
the primary users of a specific reporting entity’s general purpose financial statements requires 
an entity to consider the characteristics of those users while also considering the entity’s own 
circumstances. 

Many existing and potential investors, lenders and other creditors cannot require reporting 
entities to provide information directly to them and must rely on general purpose financial 
statements for much of the financial information they need. Consequently, they are the primary 
users to whom general purpose financial statements are directed. Financial statements are 
prepared for users who have a reasonable knowledge of business and economic activities and 
who review and analyse the information diligently. At times, even well-informed and diligent 
users may need to seek the aid of an adviser to understand information about complex 
economic phenomena.” 

Fraud 

Fraudulent financial reporting involves intentional misstatements including omissions of 
amounts or disclosures in financial statements to deceive financial statement users. 

Misappropriation of assets involves the theft of an entity’s assets. It is often accompanied by 
false or misleading records or documents in order to conceal the fact that the assets are 
missing or have been pledged without proper authorisation. 

 

 

 

 

 



 
Error 

An error is an unintentional misstatement in financial statements, including the omission of an 
amount or a disclosure. 

Prior period errors are omissions from, and misstatements in, the entity’s financial statements 
for one or more prior periods arising from a failure to use, or misuse of, reliable information 
that: 

a) was available when financial statements for those periods were authorised for issue; 
and 

b) could reasonably be expected to have been obtained and taken into account in the 
preparation and presentation of those financial statements. 

Such errors include the effects of mathematical mistakes, mistakes in applying accounting 
policies, oversights or misinterpretations of facts, and fraud. 

Management 

For the purposes of this letter, references to “management” should be read as “management 
and, where appropriate, those charged with governance”.  

Related Party and Related Party Transaction 

Related party: 

A related party is a person or entity that is related to the entity that is preparing its financial 
statements (referred to in IAS 24 Related Party Disclosures as the “reporting entity”). 

• A person or a close member of that person’s family is related to a reporting entity if 
that person: 

o has control or joint control over the reporting entity;  

o has significant influence over the reporting entity; or  

o is a member of the key management personnel of the reporting entity or of a 
parent of the reporting entity. 

• An entity is related to a reporting entity if any of the following conditions applies: 

o The entity and the reporting entity are members of the same group (which 
means that each parent, subsidiary and fellow subsidiary is related to the 
others). 

o One entity is an associate or joint venture of the other entity (or an associate or 
joint venture of a member of a group of which the other entity is a member). 

o Both entities are joint ventures of the same third party. 



 
o One entity is a joint venture of a third entity and the other entity is an associate 

of the third entity. 

o The entity is a post-employment benefit plan for the benefit of employees of 
either the reporting entity or an entity related to the reporting entity. If the 
reporting entity is itself such a plan, the sponsoring employers are also related 
to the reporting entity. 

o The entity is controlled, or jointly controlled by a person identified in (a). 

o A person identified in (a)(i) has significant influence over the entity or is a 
member of the key management personnel of the entity (or of a parent of the 
entity). 

o The entity, or any member of a group of which it is a part, provides key 
management personnel services to the reporting entity or to the parent of the 
reporting entity. 

A reporting entity is exempt from the disclosure requirements of IAS 24.18 in relation to 
related party transactions and outstanding balances, including commitments, with: 

o a government that has control or joint control of, or significant influence over 
the reporting entity; and 

o another entity that is a related party because the same government has control 
or joint control of, or significant influence over, both the reporting entity and the 
other entity. 

Related party transaction: 

A transfer of resources, services or obligations between a reporting entity and a related party, 
regardless of whether a price is charged.



 

 

 

Appendix 3 – Uncorrected audit adjustments 

Uncorrected audit misstatements (£’000s) 

No. Detail CIES Dr/(cr) 
Balance Sheet 
Dr/(cr) Comments  

1 Dr Provisions 
Cr Other service expenses 

- 
(200) 

200 
- 

The Authority provided for potential penalties payable should 
a lease be terminated earlier than expiry. However, there is 

no certainty that the lease would be terminated early, and 

there is no opportunity to terminate the lease until at least 
the 15th anniversary since inception (at the earliest). 

Therefore, it is KPMG’s view that this should be presented as 
a contingent liability. 

Total  
 

(200) 200 
 

 

The following misstatements in disclosures were identified: 

• Cash outflows relating to investing activities were overstated by £114k because they included amounts capitalised in property, plant and equipment which 

has not yet been paid for. The corresponding adjustment is in the row for changes in creditors within operating cashflows. 


