[Client Letterhead — Entity Name, Address]
[Drafting note, delete before filing: Draft for professional judgment. Tailor it to the entity and to your firm’s methodology, and have legal counsel review it where needed. It is not legal advice and does not by itself show compliance with professional standards. Signed by the executive director or chief executive and the chief financial officer. Delete items that do not apply. Where the audit also covers federal awards under the Uniform Guidance, use the single audit representation letter instead. Add the going concern addendum when it applies.]
[Entity Letterhead date: MM/DD/YYYY. Date the letter as of the date of the auditor’s report.]
[CPA Firm Name]
[Street Address]
[City, State ZIP]
This representation letter is provided in connection with your audit of the financial statements of [Entity Name] as of [MM/DD/YYYY] and for the year then ended, for the purpose of expressing an opinion on whether the financial statements present fairly, in all material respects, the financial position, changes in net assets and cash flows in accordance with accounting principles generally accepted in the United States of America (US GAAP).
We confirm, to the best of our knowledge and belief, having made inquiries of other officers and employees with the knowledge to answer you, the following representations made to you during your audit.
Some of the representations below are limited to matters that are material. An item is material, whatever its size, if omitting or misstating it, alone or together with other items, could reasonably be expected to influence the judgment of a reasonable person relying on the financial statements.
Financial statements
1. We have fulfilled our responsibilities, as set out in the terms of the audit engagement letter dated [MM/DD/YYYY], for the preparation and fair presentation of the financial statements of [Organization Name] (the Organization), including the statements of financial position, activities, functional expenses and cash flows and the related notes, in accordance with US GAAP for not-for-profit entities.
1. We are responsible for the design, implementation and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud or error.
1. The methods, data and significant assumptions used in making accounting estimates, including the allowance on pledges receivable, the discount on multiyear pledges, the fair value of contributed nonfinancial assets and investments, and the allocation of functional expenses, are reasonable and appropriate.
1. All events after the date of the statement of financial position that require adjustment or disclosure have been adjusted or disclosed.
1. The effects of the uncorrected misstatements in the attached schedule are immaterial, both individually and in the aggregate, to the financial statements taken as a whole: [Schedule A].
Net assets and donor restrictions
1. Net assets are classified as without donor restrictions or with donor restrictions according to the stipulations of the donors. Net assets with donor restrictions distinguish restrictions that expire with time or purpose from those that are to be maintained in perpetuity.
1. We have given you all gift instruments, grant agreements, pledge documents and donor correspondence that create, modify or release restrictions.
1. Releases from restriction are recorded only when the time has passed or the purpose has been fulfilled. We have complied with all donor restrictions, and no assets restricted by donors have been used for other purposes, except as disclosed to you: [None / describe].
1. Amounts designated by the board are presented within net assets without donor restrictions and are disclosed as board designations. The board resolutions that created them have been given to you.
1. Endowment funds, including our interpretation of the state law that governs them, the spending policy, the investment policy and any funds whose fair value is below the original gift amount, are presented and disclosed correctly.
Contributions and grants
1. Contributions are recognized when received or unconditionally promised. A promise that contains both a barrier the Organization must overcome and a right of return or release for the donor is conditional and is not recognized until the barrier is overcome. Our classification of each agreement as conditional or unconditional is supported by the agreements given to you.
1. Grants and contracts with government agencies and other resource providers have been evaluated to determine whether they are contributions or exchange transactions, and are accounted for accordingly.
1. Conditional promises to give at year end, with the amounts not yet recognized and the conditions not yet met, are disclosed: [amounts].
1. Unconditional promises to give are recorded at net realizable value, discounted where collection extends beyond one year, with an allowance based on our evaluation of collectibility.
1. Contributed nonfinancial assets are recorded at fair value with the disclosures US GAAP requires, and contributed services are recognized only when they create or enhance nonfinancial assets or require specialized skills that would otherwise be purchased.
1. Assets held for others in an agency or intermediary role are recorded as liabilities and are not reported as contributions.
Functional expenses and liquidity
1. Expenses are reported by function and by nature. The allocation of costs among program services, management and general, and fundraising rests on a reasonable method, applied consistently, that we have described to you: [method, for example time records, square footage, headcount].
1. Joint costs of activities that include a fundraising appeal and program or management and general content are allocated only where the purpose, audience and content criteria are met, and the related disclosures are complete.
1. The disclosures about liquidity and the availability of financial assets to meet general expenditures within one year, including the effect of donor restrictions and board designations, are accurate and consistent with the financial statements.
Governance, related parties and tax status
1. We have given you the minutes of the meetings of the board and its committees held through the date of this letter, or summaries of actions of recent meetings for which minutes are not yet prepared.
1. We have disclosed to you the identity of all related parties, including board members, officers, key employees, affiliated organizations and entities they control, and all related party relationships and transactions, including compensation, loans, grants, and goods or services given or received at less than fair value. The conflict of interest disclosures for the period are complete.
1. The Organization is exempt from federal income tax under the section of the Internal Revenue Code stated in its determination letter, and we are not aware of activities that would threaten that status. Unrelated business income, if any, has been reported on the Organization’s returns: [None / describe].
Information provided
1. We have given you access to all information we are aware of that is relevant to the preparation and fair presentation of the financial statements, including accounting records, supporting documents and other matters.
1. We have given you the additional information you requested for the audit, and unrestricted access to persons within the Organization from whom you determined it necessary to obtain audit evidence.
1. All transactions have been recorded in the accounting records and are reflected in the financial statements.
1. We have given you all communications from government agencies, grantors and other funding sources about noncompliance with or deficiencies in their requirements.
Fraud and compliance
1. We have disclosed to you the results of our assessment of the risk that the financial statements may be materially misstated as a result of fraud.
1. We have no knowledge of any fraud or suspected fraud affecting the Organization involving management, employees who have significant roles in internal control, volunteers, or others where the fraud could have a material effect on the financial statements, other than as disclosed to you: [None / describe].
1. We have no knowledge of any allegations of fraud or suspected fraud affecting the Organization received in communications from employees, volunteers, donors, grantors, regulators or others, other than as disclosed to you: [None / describe].
1. We have disclosed to you all known instances of noncompliance or suspected noncompliance with laws, regulations, donor restrictions and the provisions of grant agreements whose effects should be considered when preparing the financial statements.
1. We have disclosed to you all known actual or possible litigation, claims and assessments whose effects should be considered when preparing the financial statements, and they have been accounted for and disclosed in accordance with US GAAP.
Sincerely,
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