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Practical Guidance on How to Get the Most from Your Audit
March 27, 2000 1:30 p.m. to 3:00 p.m. 
Presentation Outline 

1. How to identify and hire a firm
a. The role of the Board of Directors (or Audit Committee)
b. The role of Management
c. Timing of the proposal process
d. Preparing a list of firms who specialize in not-for-profit organizations
e. Getting the list approved
f. Drafting the Request for Proposal
g. Meeting with the prospective firms
h. Evaluating the written proposals
i. Notifying the losers and the winner 
2. How to insure a smooth audit
a. Timing of the process
b. The engagement letter
c. Communication (with Auditing Firm before the work begins)
d.  Preparatory work (how to make your accounting system do much of the work)
3. How to use the audit as a tool to improve financial management
a. Presenting the results to the Board of Directors (or Audit Committee)
b. Complying with the tax regulations
c. Improving controls
d. Improving efficiency 
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Sample Request for Proposal
(to be typed on your letterhead) 

Date 
(Address to a partner in an accounting firm) 
The [Name of your Research Organization] is seeking proposals from selected certified public accounting firms that have extensive experience in providing audit and tax services to not-for-profit organizations.

[Name of your research organization] is a 501(c)(3) not-for-profit organization providing a flexible funding mechanism for the conduct of approved research and education at the [name of your medical center]. The Research Corporation's budgeted operating revenue for calendar year 20XX is approximately $X. [Name of your research organization] anticipates it will have a 20XX staff complement of about X full time equivalent positions

[Name of your research organization] is requesting a three year bid from your firm for the performance of services as described on the page titled "Required Services and Bid Amount," which is enclosed.  The prices quoted should be a not-to-exceed amount, which would include all incidental expenses.

[Name of your research organization] uses (name of your software), a computerized accounting system and has an accounting staff willing and able to provide assistance to the fullest extent allowable to accomplish the completion of your audit work.

Before receiving written proposals we would like to schedule a meeting to answer any questions you may have. This meeting will allow us to meet members of your staff who would be doing the requested work. It will permit you to discuss and explain the unique qualification and abilities of your firm to provide [Name of your research organization] with its required services.

If you are interested in setting up this pre-bid meeting or have any preliminary questions please contact my assistant [Name] by [Date]. She will be scheduling meetings for the weeks of [Date].

Sealed proposals, in the format described in "Minimum Proposal Requirements," also enclosed, will be accepted until [Date]. No proposals received after this date will be considered. 
Enclosed are the following documents: 
· The financial statements of [Name of your research organization] for the fiscal year ended (insert date), 20XX; 
· Form 990 for the fiscal year ended  (insert date), 20XX 
· [Name of your research organization] bylaws or a brochure describing the organization's purpose and operating characteristics

Sincerely, 
[Your name] [Your title] 
[NAME OF YOUR RESEARCH ORGANIZATION] 
cc: Chair of the Audit Committee 
Enclosures 
REQUIRED SERVICES AND BID AMOUNT 
[Name of your research organization] is requesting a three year bid from your firm to: 
• Conduct an audit and issue your opinion(s) on the financial statements of [Name of your research organization] for the fiscal year ended (insert date), 20XX.  

• [if applicable] Conduct an audit and provide your opinions as required by OMB Circular A-133).
 
• Prepare a management or advisory comments letter on your findings and meet with the (named committee or board of directors), typically during their [insert date of board meeting following the end of your fiscal year.] 

• Hold an exit interview with the [Executive Director/Financial Officer] to review drafts of the above reports before such reports are presented to governance representatives.

• Prepare and sign Form 990 (and any other named State tax returns) for [Name of your research organization].

• Provide routine consultation regarding recommended accounting procedures and tax regulations. 

The prices should be quoted separately for  each service and should be a not-to-exceed amount, which would include all incidental expenses. 

MINIMUM PROPOSAL REQUIREMENTS 
Please provide your firm's responses to the following in an executive summary of no more than five pages. Separate supporting schedules should be provided with biographical information, client references, and information about the firm and firm capabilities. Sealed proposals will be accepted until [Date]. No proposals received after that date will be considered.

• Describe what makes your firm uniquely qualified to provide the professional services [Name of your research organization] requires.
 
• Include a general discussion of your firm's approach to performing an audit, and the resulting advantages that accrue to [Name of your research organization]).

Staffing Issues: 
• 
• In order to assess your firm's ability to staff our audit and tax work, provide information about the size and mix of your staff in the office which would be responsible for [Name of your research organization]'s audit and tax return preparation. 

• Identify the engagement team who will be performing the work, including their experience and qualification. 

• Explain how your firm would provide for continuity of staffing on [Name of your research organization]’s audit and tax engagement.

Planning and Scheduling: 

• Indicate the expected timing and completion of the audit. State how soon after completion of the fieldwork we can expect delivery of drafts and the final version of the financial statements and the management comment letter. 

• Include the estimated number of hours to be spent by each level of staff and the approximate rate per hour of each in making your bids. We would expect to meet in a planning session and review time schedules well before the audit work commences. 

• Affirm ability to complete audit by [date previously set] in order for [Name of your research organization] to submit its Federally mandated annual report to the Veterans' Administration by June 1. 

• Indicate ways in which you would suggest that [Name of your research organization]'s staff and resources might be used to minimize audit costs. 


Minimum Proposal Requirements, continued 
• Comment on the impact of the transition on [Name of your research organization] staff and first year scheduling iIf your firm is selected. 

• Provide a list of your other not-for-profit clients, which are most similar to [Name of your research organization]. Explain these similarities and provide the name and telephone number of a contact person. This person should be in a position to comment on your firm's performance in providing the services we are seeking. Please provide at least three references. 

• State the date of the last peer review that your company had and the outcome, and include a copy of the peer review firm's opinion letter as an attachment to the proposal. 

• State your fees for the services described in "Rrequired Sservices and Bbid Aamount", enclosed. 

• You may provide any other information you deem appropriate.

· Please provide (insert number) paper copies and one electronic copy of your proposal to (insert name, address, email)

• 




Questions for the auditors 
1. What commitment does your firm have to serving not-for-profit organizations? [Why Tthis is important becasue: a number of national firms have decided to limit their audit work in thenot to serve not-for-profit sectororganizations, therefore few people within such a firm see this industry as a vehicle for advancing their own careers and, as a result, not-for-profit clients of these firmsin this industry maywill be secondary to other class citizens among all the clients the CPA serves]
2. 

3. What expertise does your firm (local office) have relative to tax issues of not for profit organizations? [Name of your research organization] needs tax advice from a person that has experience in tax consulting to tax exempt organizations. 

4. Does your firm (personally) specialize in the service to not-for-profit organizations? [If the answer is "yes", what made you decide to specialize in this industry?] [look for an answer that indicates the person is considering a not-for-profit organization to be a business, that needs accounting and tax advice like any commercial entity] 

5. What benefits (advantage) will accrue to [Name of your research organization] from hiring your firm? What makes your firm unique or stand out? 

6. What types of issues would you expect to be discussing in your client advisory letter? 

7. How many clients do you have that require an audit in accordance with the requirements of OMSB Circular A-133? 

8. Please describe what involvement we may expect of the partner during the audit. 

9. Can your firm guarantee delivery of the financial statements by [deadline you previously set]se~ so our organization can meet the June 1 filing deadline of its Federallyfederally mandated annual report to the VA? 
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Audit and Tax RFP
Evaluation

	Evaluation Criteria
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For informational purposes: Number of employees at the local office
	
	
	
	
	
	
	
	
	



