[CPA Firm Name]
Certified Public Accountants
[Street Address] · [City, State ZIP] · [Phone] · [Email]
[Drafting note, delete before use: Draft for professional judgment. Tailor it to the engagement or the firm, and have legal counsel review it where needed. It is not legal advice and does not by itself show compliance with professional standards or with any law or regulation. Use it when the firm prepares payroll or payroll tax filings for a client. Have counsel review the client funds, liability and state registration terms.]
[MM/DD/YYYY]
[Client Name]
[Address]

Re: Payroll services
Dear [Client Contact]:
This letter sets out the payroll services [Firm Name] will provide to you and each side’s duties.
1. Services
	Service
	Included (Yes / No)
	Frequency

	Process payroll: gross to net pay, deductions, direct deposit files
	
	[Weekly / biweekly / semimonthly / monthly]

	Prepare federal payroll tax deposits and give you the amounts and due dates
	
	[Each pay date]

	Prepare Form 941 and Form 940
	
	Quarterly and annually

	Prepare state and local withholding and unemployment returns
	
	[Frequency by state]

	Prepare Forms W-2 and W-3, and Forms 1099-NEC for contractors you tell us about
	
	Annually

	Set up new employees from your forms (Form W-4 and state forms)
	
	As hired

	Payroll journal entry for your general ledger
	
	[Each pay date]

	Register the business for state payroll tax accounts
	
	One time



2. Your responsibilities
1. Send complete, correct hours, rates, new hire, termination and pay change information by [day and time] before each pay date.
1. Collect and keep Form I-9 and complete the employment eligibility review yourself. We do not review identity or work authorization documents.
1. Fund the payroll and the tax deposit accounts by [number] business days before each pay date and each deposit due date.
1. Review the payroll register and tax reports we deliver, and tell us of errors within [10] days.
1. Decide whether a worker is an employee or an independent contractor. We process what you tell us and do not decide a worker’s status.
1. Tell us immediately about any notice from a tax agency.
3. Our responsibilities
1. Calculate withholding and the employer’s share of taxes from the information you give us and the current published rates and rules.
1. Tell you the amount and due date of each federal deposit. The deposit due date depends on your schedule, which is monthly or semiweekly and is set by the taxes you reported in the lookback period in IRS Publication 15.
1. Prepare returns by their due dates, if we receive complete information in time.
1. Keep payroll records for [number] years, and give you a copy on request.
4. Deposits and funds
	Item
	Terms

	Deposit method
	[You make the deposits through EFTPS / we make them under a signed authorization]

	Funding date
	[Number] business days before the deposit due date

	Late funding
	We may delay a payroll or a deposit if funds are late, and you remain liable for any penalty and interest that results

	Client funds
	[Counsel-reviewed wording on how client funds are held and returned]



5. Fees and term
	Item
	Terms

	Base fee
	$[Amount] per [pay run / month], including up to [number] employees

	Per employee fee
	$[Amount] per employee above that number

	Setup, year-end forms, notices and corrections
	$[Amount] or $[Rate] per hour

	Billing
	[Each pay run / monthly], due in [15] days

	Term
	Starts [MM/DD/YYYY] and continues until either party gives [30] days’ written notice



Our liability, indemnity and dispute terms are: [Counsel-reviewed wording].
If these terms are acceptable, please sign and return a copy of this letter. Our work begins when we receive it.
	
	Firm
	Client

	Name and title
	[Name], [Title]
	[Name], [Title]

	Signature
	______________________
	______________________

	Date
	[MM/DD/YYYY]
	[MM/DD/YYYY]



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.
