Considerations for a Not-For-Profit Organization in Preparing a Request for Proposal (RFP) for Professional Accounting ServicesPRIVATE 

General and Administrative Matters
1.
First, decide what type of service is required.


-
Bookkeeping service (may preclude having the same firm do a review or audit)


-
Compilation of financial statements.  (Un-audited)


-
Review of financial statements. (Limited procedures short of an audit)


-
Full audit of financial statements in accordance with Generally Accepted Auditing Standards


-
Compliance audit of Federal awards under OMB Circular A-133


-
Special review of internal accounting controls


-
Other services


Even if an audit is not required by a funding source or state regulation, the board or management may want the additional assurance resulting from an audit.

2.
Does the organization's financial situation permit the payment of a normal fee for the services?  If not, the organization may have less latitude in its choice of firms.

3.
If the organization is located outside a metropolitan area (i.e., there are no national accounting firms located nearby), how important does the board consider it to be to have a "big name" firm?  In many cases a local firm can provide adequate service.  Does the board wish to invite local firms to propose; locals and nationals/regionals; nationals/regionals only?

4.
If the organization presently uses professional accounting services, will the incumbent firm be allowed to re-propose?  Arbitrary exclusion of the incumbent firm ("rotation") does not usually serve the best interests of the client, as it results in transition costs, loss of knowledge of people familiar with the client, etc.  Appropriate reasons for exclusion of the incumbent include significant dissatisfaction with the quality of service, disagreement over accounting principles to be used, or inability to agree on reasonable fees for the services rendered.  If this firm is to be excluded, notify it before the process starts.

5.
How many firms will be invited to propose?  The more firms, the longer and more complex the process will be.  Are there firms which must be excluded due to lack of independence - e.g., a partner or staff member is on the organization's board, or closely related to a board or staff member?  Will the proposal process consist of more than one step - i.e., have all firms submit a statement of qualifications, eliminate some firms, then have the others submit additional data in a formal proposal?

6.
Before submitting a proposal, each firm will want to visit the organization's facilities.  Does the organization want to have all the firms come at the same time (a "pre-proposal conference") and ask all their questions then, or to arrange separate visits?  Accountants usually prefer separate visits, but that is more time-consuming and disruptive for the organization.

7.
Decide on the timetable for the proposal process.  The following steps in the selection process need to be scheduled:


(
Written RFPs sent to chosen firms


(
Time (or period) allowed for firms to visit facilities


(
Deadline for submission of written proposals (accounting firms will prepare a more responsive proposal if at least a month is allowed to prepare it)


(
Date(s) of oral interviews (if to be held)


(
Decision-making group meets to choose firm


(
Selected firm notified (and others informed that they were not selected)

8.
Decide who (or what group) is to make the decision.  Usually more than one group is involved - e.g., a committee of management may make one or more recommendations to the audit or finance committee of the board, which then makes a recommendation to the full board.  If oral interviews are to be held, decide who will conduct them, where, how long each firm will be allowed for its presentation?

9.
Decide exactly what services the chosen firm will be asked to provide.  Besides an audit of (or other service with respect to) the annual financial statements, the organization may require reports on other financial data such as Form 990 (-PF), data related to grants and contracts, compliance with regulations (A-133), adequacy of internal controls, affiliated organizations, etc.  Are any of the other financial data required to be prepared using accounting principles which differ from those used in the general financial statements?  Who will actually prepare Form 990 and similar special reports?  


If an audit in accordance with Government Audit Standards (Yellow Book/A-133, etc.) is required, there are certain special requirements which the auditor must meet.  Make sure all firms being considered can meet those requirements.

10.
Determine dates in the organization's annual financial reporting schedule which involve the independent accountant.  The following should be included:


(
"Interim" fieldwork by accountant (if any)


(
Fiscal year end


(
Books closed and ready for accountant to begin year-end work


(
Date by which accountant must "clear the accounts", i.e., be in a position to say the numbers won't change further ("opinion date")


(
Date by which the printed financial statements are required


(
Date(s) of any meeting (board, audit committee) at which the accountant is expected to be present to discuss the financial statements


(
Date(s) when all other reports (see 9. above) are required

11.
Write and send the RFP.  Include in it:


(
Name and address of the organization's main office


(
Who to contact for further information, to arrange visit, etc.


(
Locations of all other facilities owned, leased, or used by the organization


(
Services desired (1 and 9 above)


(
Timetables (7 and 10 above)


(
Background and statistical information about the organization (A printed report, brochure, or fund raising material is often used.)


(
Most recent annual (and, if available, interim) financial statement, Form 990 (-PF), and current budget


(
Other relevant accounting-related data:  number of bank accounts, approximate volume of key types of transactions, number of employees, type of data processing equipment used to maintain accounting-related records, location of major assets such as property, investments, and inventory


(
Number of copies of proposal required, whether a maximum length is specified (inclusive or exclusive of exhibits), and by when and to whom to send them

12.
Be prepared to answer questions from the accountants.  They are almost certain to ask at least the following:


(
Why are you changing auditors?  (If the reason is a disagreement over accounting principles, it is only fair to say so.  If it is fees or perceived poor service by the present auditor, whether or not to tell this to other firms should be decided based on the circumstances.  If it is due to a rotation policy, say so, and tell the proposing firms what their likely tenure will be if selected and if their service is satisfactory.)


(
What fee did the present auditor charge?  (Some organizations prefer not to make this number public; others give it out on request.  Usually there is no real reason not to give it out - it may be shown on the 990.)  Be clear as to what services are and are not covered by the basic fee.


(
Can we see the most recent internal control letter from the present auditor?  (Same comment as for previous question.  One way to keep this document somewhat confidential is to permit firms to read the letter but not take a copy of it.)


(
Who else is proposing?  (Same comment as for fee.)


(
Can we count on utilizing the work of internal audit personnel (if any), and can we count on assistance from accounting staff in preparing schedules, obtaining documents, typing, etc.?  (Answer this question honestly.  If the new auditor sets a fee and time schedule based on an assumption of such cooperation, and the cooperation is not forthcoming, problems are sure to result.)


(
What are the criteria on which the decision will be based?  (It is only fair to answer this, at least in general terms.  See discussion below about such criteria.  The risk of being too detailed is that firms may write their proposals to say only what they think the organization wants to read, rather than to present meaningful data on which to make a comparison of the firms.)

Criteria for selection of a firm
Not all of these criteria will be relevant in every proposal process, and their relative importance will vary for different organizations.  The order of the items in the list below is not intended to indicate an absolute degree of importance to every organization, but criteria listed in the early part of the list are those which are often considered more important.  

1.
Characteristics of the personnel to be assigned to the engagement:


(
Experience and expertise in the area of not-for-profit organization accounting and auditing on the part of the partner and staff who will be assigned to the engagement.  These are the people who will be directly responsible for serving the organization's needs, and it is their abilities on which the quality of that service primarily depends.  The not-for-profit environment is different in many ways from that of for-profit organizations; a lack of experience with that environment can be only partly offset by experience with other types of clients, except in the most routine circumstances.


(
Personal ability of the firm's designated key engagement personnel to relate well to and work effectively with organization staff.  This is a hallmark of any successful professional relationship.

2.
Ability of the firm to respond quickly, effectively, and competently to the organization's needs.  This is a more general statement of the previous criterion, as well as reflecting other factors such as the ability of the engagement staff to call upon other resources if needed.  Such resources might include other personnel within the firm, reference material, and (sometimes) persons outside the firm with appropriate knowledge and skills.  It also encompasses the overall attitude with which a firm and its personnel approach service to clients.

3.
Experience with similar organizations (e.g., medium-size symphony orchestras, private foundations, Red Cross chapters, large trade associations, community colleges).  A long list of present clients of the firm can be considered positive evidence supporting the firm's ability to meet criterion 2, but, in large firms, many of these clients are served by other offices of the firm.  Such a list is certainly a plus but should not be the only basis for choosing a firm.  An organization may wish to request the proposing firms to furnish names of client references who may be contacted.

4.
Reputation.  This includes the two previous criteria, as well as a lot of more intangible factors such as how the firm is looked upon by others in and outside the not-for-profit industry, its commitment to serving organizations in the industry, involvement by its personnel in professional activities, etc.  (What an organization sometimes means by this criterion is: Will the presence of a particular firm's signature on our accounts help our fund raising efforts?  The answer is, usually, not much.)


If the firm has had an AICPA peer review, the reviewer’s report can give helpful evidence on this criterion.  A “clean” report with no letter of comment is a high recommendation. (AICPA, The American Institute of Certified Public Accontants.)
5.
Fee.  This should not be the deciding criterion (although it too often is), unless two or more firms are perceived as nearly equal in all other respects.  A firm which proposes a fee significantly lower than other firms' fees is sometimes:  (1) not being realistic about the effort required to complete an engagement, or (2) "low-balling" to get the work and will either give a lower quality of service and/or try to raise the fee significantly in future years.  When evaluating such a proposal, the organization should question the firm about its basis for the quoted fee.

6.
Proposed approach to the engagement.  What does the firm believe needs to be done, and how will they go about doing it?  A well-thought-out presentation on this subject improves the chances that the firm meets criteria 1 and 2.  The presentation need not be long but should show evidence that the work will be well planned and tailored to the particular needs and circumstances of the organization.  There should always be an indication of the commitment of adequate time to the engagement by more senior firm personnel.

7.
Closeness of the firm's office to the organization's headquarters.  (In the case of a multi-location organization:  closeness of one or more offices of the firm to the principal operating locations of the organization.)  This is really just part of criterion 2.  Distance can be a negative factor, but it does not have to be if the firm can compensate for this.

8.
Size of the firm and/or local office.  Except for an extremely large and complex organization (which usually does require the services of a large firm), there are no rules on this point.  Both larger and smaller firms can render distinguished service to both larger and smaller organizations, if the conditions of criteria 1 and 2 are well met.

9.
Ability of the firm to provide other services such as consulting work.  Sometimes this may be important to an organization and sometimes not.  An organization should think about this in view of its own current and anticipated future circumstances.

10.
Organization structure of the firm.  How centralized or decentralized is it?  How much authority does the engagement partner have to make decisions?  Usually any effect of this factor is far outweighed by criteria 1 and 2, unless a multi-location firm is so centralized that local personnel have little authority.

11.
Continuity of staff assigned to the engagement.  Some amount of staff turnover is inevitable in almost any accounting firm, but excessive turnover is not desirable as it partly defeats the goal of building familiarity with a client.  At the same time, some organizations consider orderly slow rotation of personnel desirable as a way of maintaining firm independence and bringing fresh ideas to bear on the engagement.

Other criteria which are not judgment criteria, but rather should be prerequisites for any firm to be considered for selection:


-
Ability to meet reasonable deadlines.


-
Willingness to furnish recommendations for proposed improvements in internal controls and management procedures identified during the course of other work.


-
Ability to assign the requisite number and experience levels of staff to work on the engagement.


-
Ability to render the desired services in a professional manner.
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