Client Communication Regarding the New Risk Assessment Standards No. 104-111  
To be used with the Client Talking Points and as a follow up to “live” dialogue either in a meeting or over the phone with the client. 


Your Firm’s Logo 

Date
Client Organization

Client Contact

Address

City, State and Zip

Dear Client Contact:

We appreciate the opportunity to conduct your audit this year.  As we’ve discussed in our planning meeting, this letter serves to recap the impact and benefits that the new “risk assessment standards” will have on your audit.  The eight new Statements of Auditing Standards (SASs) No. 104 - 111, often referred to as the risk assessment standards, provide significantly enhanced guidance on identifying and assessing the risk of material misstatement in your financial statements and also provide new guidance in designing and performing appropriate audit procedures to respond to the assessed risks. 
The standards are effective for our audit of your 200x financial statements and require a more robust understanding of various aspects of your environment, including your system of internal control and they require us to assess the risks of material misstatement in your financial statements.  This will allow us to focus our audit procedures in areas where risks are the greatest. The new standards also require us to provide further documentation of our understanding of your processes and internal control. 

You can improve your audit process by strengthening your internal control over, and documentation of, functions that are, or may be, materially relevant to your financial statements, which could help us better manage the audit costs. The process of documenting your system of internal control, policies and procedures should begin now as we discussed in our meeting where we addressed ways we can assist you in accomplishing this.   
We believe these new standards may benefit you in several ways, including: 

· Further improving financial controls, and potentially overall business practices,  as we develop a deeper, richer understanding of your business and communicate recommendations for areas of improvements 

· If internal control weaknesses are identified, addressing them could improve the timeliness, accuracy, and completeness of financial reporting  

· Since financial controls are often closely related to business management controls, we expect this will further improve out ability to provide meaningful management letter comments

· Enhancing the training and cross-training of your staff when you take this opportunity to better document your processes and gain a more thorough understanding of your system of internal control. 

As we discussed in our meeting, there is no one–size-fits-all formula for determining the cost of implementing the risk based standards in your audit.  We estimate the additional effort required to apply these standards at CLIENT NAME to be X and will keep you apprised of any changes to this estimate throughout the engagement.  We have documented our projected fees in our engagement letter that we sent to you under separate cover.
We are available to answer any questions that you may have related to your audit or the information we have requested you provide to us as we prepare for your audit.  Thank you again for the opportunity to provide these services to you. 
Sincerely,

Name

Audit Partner or Managing Partner 
DISCLAIMER:  This publication has not been approved, disapproved or otherwise acted upon by any senior technical committees of, and does not represent an official position of, the American Institute of Certified Public Accountants.  It is distributed with the understanding that the contributing authors and editors, and the publisher, are not rendering legal, accounting, or other professional services in this publication.   If legal advice or other expert assistance is required, the services of a competent professional should be sought.

