[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 and to your firm’s methodology, and have legal counsel review it where needed, especially any fee, liability, records or dispute wording. It is not legal advice and does not by itself show compliance with professional standards.]
[MM/DD/YYYY]
[Name of Executive Director / Board Chair], [Title]
[Client Name]
[Street Address]
[City, State ZIP]
Dear [Name]:
This letter confirms our understanding of the terms and objectives of our engagement to audit the financial statements of [Client Name] (the “Organization”) and to perform a compliance audit of its federal awards, as required by Title 2 of the Code of Federal Regulations Part 200 (Uniform Guidance), Subpart F (the single audit). It also sets out the nature and limits of the services we will provide.
Objective and scope
We will audit the financial statements of the Organization, comprising the [statement of financial position / balance sheet] as of [MM/DD/YYYY], the related [statements of activities, functional expenses and cash flows] for the year then ended, and the related notes. We will also audit the schedule of expenditures of federal awards (SEFA) “in relation to” the financial statements as a whole, and we will test the Organization’s compliance with the types of compliance requirements that could have a direct and material effect on each of its major federal programs, as defined in the Uniform Guidance.
We will conduct the audits in accordance with auditing standards generally accepted in the United States of America (GAAS), the standards applicable to financial audits in Government Auditing Standards issued by the Comptroller General of the United States (GAGAS), and the Uniform Guidance. These require us to plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, and about whether the Organization complied in all material respects with the compliance requirements for each major program. Reasonable assurance is not absolute assurance. Our audit of compliance does not provide a legal determination of the Organization’s compliance.
Auditor’s responsibilities
1. Identify major programs using the risk-based approach in the Uniform Guidance, including the Type A and Type B thresholds and the low-risk auditee test (2 CFR 200.518 and 200.520).
1. Obtain an understanding of internal control over financial reporting, and of internal control over compliance for each major program, and test the controls over major programs unless they are ineffective, as the Uniform Guidance requires.
1. Perform tests of compliance with laws, regulations and the provisions of grants that could have a direct and material effect on the financial statements, and with the compliance requirements in the OMB Compliance Supplement for each major program.
1. Report, as GAGAS requires, on internal control over financial reporting and on compliance and other matters, and, as the Uniform Guidance requires, on compliance for each major program and internal control over compliance. We will issue a schedule of findings and questioned costs that includes the findings the Uniform Guidance requires us to report.
1. Follow up on the Organization’s summary schedule of prior audit findings, and report where the Organization’s summary is materially misrepresented.
1. Communicate with those charged with governance as GAAS, GAGAS and the Uniform Guidance require, and report fraud, noncompliance and abuse as those standards require. Where required, we must report to the federal awarding agency or pass-through entity.
Management’s responsibilities
1. Prepare the financial statements and the SEFA in accordance with the framework identified for the engagement, and prepare the SEFA so that it is fairly presented in relation to the financial statements.
1. Design, implement and maintain effective internal control over financial reporting and over compliance with federal awards, and establish internal control that provides reasonable assurance that federal awards are managed in compliance with laws, regulations and the terms of the awards.
1. Identify all federal awards received and expended, and the federal programs under which they were received, including awards received as a subrecipient and awards passed through to subrecipients.
1. Comply with the laws, regulations and award terms that apply, and evaluate and monitor compliance, including monitoring of subrecipients as the Uniform Guidance requires.
1. Prepare the summary schedule of prior audit findings and, for current findings, a corrective action plan, and make sure they are complete and accurate.
1. Provide us with all records, access to personnel and the written representations we request, including those about compliance, and tell us promptly of any actual or suspected fraud, noncompliance or abuse.
1. Submit the data collection form and the reporting package electronically to the Federal Audit Clearinghouse by the earlier of 30 calendar days after receiving our reports or nine months after the end of the audit period (2 CFR 200.512), with a senior-level representative of the Organization certifying the data collection form. We will complete and certify the auditor’s portion of the form.
1. Keep copies of the data collection form and reporting package for three years from the date of submission to the Federal Audit Clearinghouse, and keep the records the Uniform Guidance requires available to federal agencies, pass-through entities and the Government Accountability Office, which may ask to see our working papers.
Nonattest services
[Delete if not applicable.] We will also [prepare the financial statements / the SEFA / the data collection form / the corrective action plan]. Management agrees to assume all management responsibilities for these services, to designate [Name, Title], who has suitable skill, knowledge or experience, to oversee them, to evaluate the adequacy and results of the services, and to accept responsibility for them. GAGAS has its own independence requirements for nonaudit services; we have evaluated them, together with the AICPA Code, for these services and will document our evaluation.
Reporting and timing
We will issue the reports described above. Circumstances may arise in which our reports differ from their expected form, or in which we modify our opinion, add paragraphs or withdraw. We expect to begin planning in [Month YYYY], perform fieldwork in [Month YYYY] and issue our reports by [MM/DD/YYYY], which allows you time to submit the reporting package by the deadline. [Name], CPA, will supervise the engagement. Our firm [has received a peer review rating of [pass / pass with deficiencies / fail] in its most recent peer review, and we will provide a copy of the report, as GAGAS requires, so that you can meet the requirement in 2 CFR 200.509 to request it].
Fees and billing
Our fee for these services will be [$Amount / based on our standard hourly rates, estimated at $Amount], plus out-of-pocket costs. Invoices are payable [on presentation / within 30 days]. The estimate assumes the records are ready when work begins, requested items are delivered on time and no unexpected circumstances arise. We will tell you promptly if we expect the fee to change. If invoices are not paid as agreed, we may suspend or stop work to the extent professional standards and law permit. [Optional: late-payment, dispute resolution or limitation-of-liability wording. Confirm with counsel and check it against the AICPA Code and your state board rules.]
Records, working papers and electronic communication
Our working papers are our property and are confidential. We keep them for [number] years or longer if law or professional standards require, and we may have to make them available to regulators, a peer reviewer or others as law or standards require. We will return your original records at the end of the engagement. We may exchange documents with you electronically, including through a client portal. [Optional: describe any third-party service providers and obtain consent where required.]
We appreciate the opportunity to work with you. If you have questions about this letter, please call us.
Sincerely,
[CPA Firm Name]
Acceptance
If these terms are acceptable, please sign below and return a copy to us. This letter remains in effect until it is terminated, amended or replaced.
	[CPA Firm Name]
	[Client Name] (management / those charged with governance)

	Signature: ______________________
	Signature: ______________________

	Name: [Engagement Partner], CPA
	Name: [Name]

	Title: [Partner]
	Title: [Title]

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