Nonprofit Audit Planning Memo
	Client: [Client Name]
	Period end: [MM/DD/YYYY]

	Prepared by: [Initials] Date: [MM/DD/YYYY]
	Reviewed by: [Initials] Date: [MM/DD/YYYY]

	W/P reference: [Ref]
	Engagement: [Audit / Review / Compilation]



[Drafting note, delete before filing: Draft for professional judgment. Tailor it to the engagement 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. Use alongside the firm’s general planning memo. This memo covers what is specific to a not-for-profit: donor restrictions, contribution accounting, functional expenses, and federal award compliance. Strike any item that does not apply.]
1. Engagement and scope
	Item
	Entry

	Organization
	[Client Name], [type: public charity / private foundation / trade association / religious / other]

	Period and framework
	[MM/DD/YYYY to MM/DD/YYYY] · U.S. GAAP (ASC 958) · [other basis]

	Services
	Audit under GAAS [and Government Auditing Standards / Uniform Guidance if applicable]. Engagement letter dated [MM/DD/YYYY].

	Prior-year opinion and open points
	[Unmodified / other] · [prior-year comments carried forward]

	Team, EQ review and specialists
	[Partner], [Manager], [Staff] · EQ review required: [Yes / No] · Specialists: [None / valuation / actuarial / IT]

	Key dates
	Planning [MM/DD/YYYY] · Interim [MM/DD/YYYY] · Fieldwork [MM/DD/YYYY] · Draft [MM/DD/YYYY] · Board or audit committee meeting [MM/DD/YYYY] · Report [MM/DD/YYYY]



2. Understanding the organization
1. Mission, programs and funding model (contributions, grants, program fees, investment return, special events): [text]
1. Governance: board and committee structure, audit committee or finance committee, who is charged with governance, tone at the top: [text]
1. Management and finance function: size, turnover, use of an outsourced accountant, reliance on spreadsheets: [text]
1. Accounting systems and the donor or grant database, and how they reconcile to the ledger: [text]
1. Tax-exempt status and related filings (Form 990 prepared by [Firm / other]); unrelated business income: [text]
1. Affiliates, chapters, foundations or supporting organizations and whether consolidation or disclosure is required: [text]
3. Areas that need specific planning
	Area
	What to plan for
	Response in the audit plan

	Net assets and donor restrictions
	Classification into net assets with and without donor restrictions, release from restriction when purpose or time conditions are met, and underwater endowment funds.
	[Test restriction coding to gift documents; test releases; evaluate spending against purpose]

	Contributions and grants
	Whether each grant or pledge is a contribution or an exchange, whether it is conditional (a barrier to entitlement plus a right of return or release) or unconditional, and whether it carries a donor restriction. Pledges receivable need an allowance and discounting where applicable.
	[Agree to award or pledge documents; test conditions met; test pledge collectibility and subsequent receipts]

	Functional expenses and allocations
	Expense classification by function (program, management and general, fundraising) and by nature, with the allocation methods used. Misclassification affects ratios donors and rating agencies read.
	[Test allocation basis, time records and support; recompute allocations]

	Liquidity and availability
	The disclosure of financial assets available within one year for general expenditure, net of donor restrictions and board designations, with a note on liquidity management.
	[Recompute the availability table from the trial balance]

	Investments and endowments
	Fair value, spending policy, UPMIFA or state-law compliance, and investment manager or custodian reports.
	[Confirm with custodian; test valuation levels and spending policy compliance]

	Cash receipts and fundraising
	Cash and checks received outside the accounting function, online donation platforms, special events with a donor benefit component, in-kind gifts and volunteer services.
	[Test receipts to deposits; evaluate controls over mail and online gifts; test in-kind valuation]

	Related parties and conflicts
	Board members and officers who do business with the organization, compensation of key officers, and loans or leases with insiders.
	[Conflict of interest forms; related party schedule]

	Federal awards
	If the organization expended federal awards at or above $1,000,000 in a fiscal year beginning on or after October 1, 2024, a single audit under 2 CFR 200 Subpart F is required, with major program determination, a schedule of expenditures of federal awards, and compliance testing. Below that, other award agreements may still require an audit or agreed-upon procedures.
	Federal awards expended in the period: $[Amount]. Single audit: [Required / Not required]. If required, use the single audit planning and major program determination worksheets.



4. Materiality and risk assessment
	Item
	Entry

	Benchmark and percentage
	[Total expenses / revenue / net assets] × [x]% = $[Amount]  (see the materiality worksheet, W/P [Ref])

	Performance materiality and clearly trivial
	$[Amount] and $[Amount]

	Qualitative considerations
	[Donor restrictions, compliance with grant terms, and covenants make some misstatements material at lower amounts]

	Significant risks
	[Management override of controls: always. Revenue or contribution recognition: presumed unless rebutted and documented. Other: [text]]

	Fraud inquiries and engagement team discussion
	Held [MM/DD/YYYY]; inquiries of [management, board chair, finance committee chair, development staff]. Ref: [W/P]



5. Audit approach and staffing
1. Controls reliance: [substantive only / test controls over [areas]]
1. Use of internal audit or the organization’s staff for direct assistance: [None / describe, with the limits GAAS sets]
1. Component or affiliate audits and any work of other auditors: [None / describe]
1. Information needs: PBC list sent [MM/DD/YYYY]; deliverables due [MM/DD/YYYY]
1. Communications with those charged with governance: planned scope and timing letter by [MM/DD/YYYY]; results communication by [MM/DD/YYYY]
6. Independence and nonattest services
[List any nonattest services (financial statement preparation, bookkeeping, Form 990 preparation, payroll) and the safeguards and management responsibilities documented for each, with a reference to the independence evaluation. Note any threat from long association, family relationships with board or staff, or fee dependence.]
7. Planning conclusion
[Overall strategy: the scope, timing and direction of the audit; changes expected from the prior year; and the matters the partner should review before fieldwork.]
Preparer and reviewer sign-off
	Role
	Name
	Signature or initials
	Date
	Extent of review

	Prepared by
	[Name]
	[Initials]
	[MM/DD/YYYY]
	Not applicable

	Reviewed by (senior / manager)
	[Name]
	[Initials]
	[MM/DD/YYYY]
	[Full / selected items]

	Reviewed by (engagement partner)
	[Name], CPA
	[Initials]
	[MM/DD/YYYY]
	[Full / significant matters and judgments]



Free template from CORAA (coraa.ai/us/templates). Draft for professional judgment: adapt it to the engagement and your firm’s methodology, have legal counsel review where needed, and check it against current AICPA, FASB and other applicable requirements before use.
