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1002 B – Example Legal Letter Request
[Audited Entity Letterhead]

Date:  [date]

To:  General Counsel

From:  Chief Financial Officer  [signed]

Subject:  [Auditor’s] Audits of 20X8 and 20X7 Financial Statements

Pursuant to [cite applicable legal authority to conduct the audit, such as     31 U.S.C. 3521], [auditor’s name] is auditing the financial statements of [entity] as of and for the years ended September 30, 20X8, and 20X7.          In performing audits of government entities, auditors comply with Government Auditing Standards, issued by the Comptroller General of the United States (the “yellow book”). For financial statement audits, Government Auditing Standards incorporate the fieldwork and reporting standards of the American Institute of Certified Public Accountants (AICPA) and the Statements on Auditing Standards that interpret them.  
Consistent with AU 337 of the AICPA’s Codification of Statements on Auditing Standards, [auditor] has inquired about litigation, claims, and assessments to obtain evidence as to the financial accounting and reporting of such matters in the financial statements. The purpose of this letter is to request your assistance in responding to that inquiry. The American Bar Association Statement of Policy Regarding Lawyers’ Responses to Auditors’ Request for Information (December 1975) provides guidance for the lawyer’s response to the auditor’s request.

In accordance with Statement of Federal Financial Accounting Standards (SFFAS) No. 5, Accounting for Liabilities of the Federal Government, as amended by SFFAS No. 12, and Interpretation No. 2 of SFFAS No. 4 and 5, [entity] may need to report certain information in its financial statements and notes concerning contingent liabilities for litigation, claims, and assessments. We request that you provide [auditor] (with a copy to me) information on matters with respect to which you have been engaged and to which you have devoted substantive attention on behalf of [entity] in the form of legal consultation or representation. 
Please furnish an interim response by [agreed-upon date], but no later than (insert date such as August 29, 20x8), including matters that existed as of July 31, 20X8. Please furnish an updated response by [agreed-upon date] but no later than (insert date such as October 31, 20x8) that includes any new legal matters from August 1 through October 31, 20x8, and any significant changes from your interim response or furnish a statement that there are no new changes. (For CFO Act Audits only; the auditor and entity should determine appropriate timing for other audits.)
Please include any cases
 with respect to which you have been engaged and to which you have devoted substantive attention on behalf of the [entity] in the form of legal consultation or representation, even those cases for which you believe the Judgment Fund or some financing source other than [entity]’s budgetary resources will pay any potential loss. Under U.S. generally accepted accounting principles, these amounts will be included as liabilities or disclosure items in the [entity]’s financial statements. Please aggregate cases similar in nature where appropriate. Please list the matters in order of the amount of potential loss, starting with the largest.  
Pending or Threatened Litigation (excluding unasserted claims)

We and [auditor] have determined that any matters (1) for which the amount of potential loss exceeds $XX, individually or in the aggregate for similar cases, or (2) for which the amount of potential loss exceeds $XXX in the aggregate for cases not listed individually or as part of similar cases, could be material to the financial statements. We request that you provide to [auditor] the information described below about pending or threatened litigation where the amount of potential loss exceeds $XX:

1. The nature of the matter. Include a description of the case or cases and amount claimed, if specified.

2. The progress of the case to date.

3. The government’s response or planned response (for example, to contest the case vigorously or to seek an out-of-court settlement).

4. An evaluation of the likelihood of unfavorable outcome. Please categorize likelihood as probable (an unfavorable outcome is likely to occur), reasonably possible (the chance of an unfavorable outcome is less than probable but more than remote), or remote (the chance of an unfavorable outcome is slight).

5. An estimate of the amount or range of potential loss, if one can be made, for losses considered to be probable or reasonably possible.

6. The name of the [entity]’s legal counsel handling the case and names of any outside legal counsel/other lawyers representing or advising the government in the matter (Department of Justice or outside law firms). 
We also request that you identify litigation reported in your prior year legal representation letter as pending or threatened that is no longer pending or threatened and a short description of the disposition.
Unasserted Claims and Assessments

[If legal counsel is a part of management use this paragraph.] Please provide the following information for all unasserted claims and assessments that you consider to be probable of assertion and which, if asserted, would have at least a reasonable possibility (more that remote) of an unfavorable outcome (1) for which the amount of  potential loss exceeds over $XX, individually or in the aggregate for similar cases, or (2) for which the amount of the potential loss exceeds $XXX in the aggregate for cases not listed individually or as part of similar cases, involving matters to which you have devoted substantive attention.

[If legal counsel is not part of management, such as an outside legal counsel, use this paragraph.] We have provided an attachment to this request that lists the unasserted claims and assessments that we believe are probable of assertion and which, if asserted, would have at least a reasonable possibility (more than remote) of an unfavorable outcome (1) for which the amount of potential loss exceeds $XX, individually or in the aggregate, for similar cases, or (2) for which the amount of potential loss exceeds $XXX in the aggregate for cases not listed individually or as part of similar cases, involving matters to which you have devoted substantive attention. Please provide the following information for each matter and for any additional matters that you believe meet these criteria.

7. A description of the nature of the matter.

8. The government’s planned response if the claim is asserted.

9. An evaluation of the likelihood of an unfavorable outcome. (Categorize likelihood as probable (likely to occur) or reasonably possible (less than probable but more than remote).)

10. An estimate of the amount or range of potential loss, if one can be made.

Please specifically confirm to [auditor] that our understanding of the following is correct: Whenever, in the course of performing legal services for us, with respect to a matter recognized to involve an unasserted possible claim or assessment that may call for financial statement disclosure, if you have formed a professional conclusion that we should disclose or consider disclosure concerning such possible claim or assessment, as a matter of professional responsibility to us, you will (1) advise us of your conclusion and (2) consult with us concerning the question of such disclosure and the applicable requirements of SFFAS No. 5, as amended.

We request that you describe the cases using the Department of Justice forms (one for pending or threatened litigation, another for unasserted claims). To obtain the current forms, go to the Department of Justice website at http://www.usdoj.gov/civil/forms/forms.htm. 
Please separately identify any pending or threatened litigation and unasserted claims with respect to which you have been engaged and to which you have devoted substantive attention on behalf of the [entity] in the form of legal consultation or representation for which you believe another government entity will be responsible for any potential liability.

Please specifically identify the nature of and reasons for any limitations on your response to this request.

Please address your reply to [auditor], and contact them at (phone number), when your reply is available for pick up, and send a copy of your reply to me.  Do not hesitate to contact me or [auditor] if you have any questions about this request.
� This includes any cases that do not seek monetary damage awards, but would require the government to use financial resources to implement remedies or actions sought by litigation or unasserted claims (for example, to increase the scope of, or change to a more costly methodology of, environmental restoration and cleanup)
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