
[Date] 

To: [Name of Management/Board of Directors] 

[Organization Name] 

[Address]  

Subject: Management Letter Regarding Internal Control Deficiencies and Grant 

Compliance 

Dear [Name], 

In connection with our recent audit/review of the financial statements and grant operations of 

[Organization Name] for the period ending [Date], we identified certain deficiencies in internal 

controls and fund accounting operations that require your attention. 

Our objective was to evaluate the organization's adherence to [Specific Grant Name/Uniform 

Guidance] and general fund accounting principles. Below are the identified findings and our 

recommendations for remediation: 

 

Finding 1: Inadequate Documentation for Grant Expenditures 

Observation: During our testing, we noted that several expenditures charged to [Grant Name] 

lacked sufficient supporting documentation, such as invoices or signed receipts. 

Risk: This could result in questioned costs and potential repayment of funds to the grantor. 

Recommendation: Implement a mandatory documentation checklist for all grant-related 

disbursements prior to payment processing. 

Finding 2: Deficiencies in Time and Effort Reporting 

Observation: Personnel costs allocated to federal awards were not supported by 

contemporaneous time records or certifications signed by the employees. 

Risk: Non-compliance with federal labor distribution requirements may lead to audit findings 

and financial penalties. 

Recommendation: Establish a formal time-tracking system where employees certify their hours 

allocated to specific grants on a monthly basis. 

Finding 3: Improper Commingling of Funds 

Observation: Restricted grant funds were found to be commingled with general operating funds 

in a single bank account without distinct sub-ledger tracking. 



Risk: Difficulty in demonstrating that funds were used specifically for their intended purpose. 

Recommendation: Utilize fund accounting software to maintain separate "fund" codes for each 

grant or maintain separate bank accounts for restricted awards. 

Finding 4: Lack of Timely Financial Reporting 

Observation: Grant-required quarterly financial reports were submitted significantly after the 

deadlines stipulated in the award agreement. 

Risk: Delays in reporting may jeopardize future funding opportunities and result in a "high-risk" 

designation by the grantor. 

Recommendation: Create a centralized compliance calendar with automated reminders for all 

reporting deadlines. 

 

This communication is intended solely for the information and use of management and the Board 

of Directors. It is not intended to be, and should not be, used by anyone other than these 

specified parties. 

We appreciate the cooperation provided by your staff during this process. Please provide a 

formal management response outlining your corrective action plan for these items. 

Sincerely, 

[Signature] 

[Your Name/Firm Name] 

[Title]  


