June 1, 2015

The City University of New York
230 West 41st Street
New York, New York 10036
Attention: Mr. Matthew Sapienza, Vice Chancellor for Budget, Finance and Fiscal Policy
This letter (the Engagement Letter) confirms our understanding of our engagement to provide professional
services to The City University of New York (the University).
Objectives and Limitations of Services
Financial Statement Audit Services
You have requested that we audit the University’s financial statements as set forth in Appendix I.
We have the responsibility to conduct and will conduct the audit of the financial statements in accordance
with auditing standards generally accepted in the United States of America and the standards for financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States, with the objective of expressing an opinion as to whether the presentation of the financial statements
that have been prepared by management with the oversight of those charged with governance, conforms
with U.S. generally accepted accounting principles.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. In conducting the audit, we will perform tests of the accounting records and such
other procedures, as we consider necessary in the circumstances, based on our judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to error or fraud,
to provide a reasonable basis for our opinion on the financial statements. We also will evaluate the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, and evaluate the overall financial statement presentation.
Our audit of the financial statements will be planned and performed to obtain reasonable, but not absolute,
assurance about whether the financial statements are free of material misstatement, whether caused by error
or fraud. Absolute assurance is not attainable because of the nature of audit evidence and the characteristics
of fraud. Because of the inherent limitations of an audit, together with the inherent limitations of internal
control, there is an unavoidable risk that some material misstatements, fraud (including fraud that may be
an illegal act), and other illegal acts may exist and not be detected by an audit of financial statements even
though the audit is properly planned and performed in accordance with auditing standards generally
accepted in the United States of America and Government Auditing Standards. Also, an audit is not
designed to detect matters that are immaterial to the financial statements, and because the determination of
abuse is subjective, Government Auditing Standards do not expect auditors to detect abuse.
We will also perform certain limited procedures to the required supplementary information as required by
auditing standards generally accepted in the United States of America. However, we will not express an
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opinion or provide any assurance on the information. Our report relating to the financial statements will
include our consideration of required supplementary information.
Subject to the remainder of this paragraph, we will issue a written report upon completion of our audit of
the University’s financial statements addressed to the board of trustees of the University. We cannot
provide assurance that an unmodified opinion will be expressed. Circumstances may arise in which it is
necessary for us to modify our opinion, add emphasis-of-matter or other-matter paragraphs or withdraw
from the engagement. If, during the performance of our audit procedures such circumstances arise, we will
communicate to the audit subcommittee our reasons for modification or withdrawal.
Internal Control over Financial Reporting and Compliance and Other Matters
In making our risk assessments as part of planning and performing our audit of the financial statements, we
will consider the University’s internal control relevant to the preparation and fair presentation of the
financial statements in order to determine the nature, timing, and extent of our audit procedures for the
purpose of expressing an opinion on the financial statements but not for the purpose of expressing an
opinion on the effectiveness of the University’s internal control.
As part of obtaining reasonable assurance about whether the financial statements are free of material
misstatement, we will perform tests of the University’s compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and material
effect on the financial statements. However, our objective is not to provide an opinion on compliance with
such provisions.
In accordance with Government Auditing Standards, we will prepare a written report, Report on Internal
Control Over Financial Reporting and Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance With Government Auditing Standards (GAGAS report), on our
consideration of internal control over financial reporting and tests of compliance made as part of our audit
of the financial statements. While the objective of our audit of the financial statements is not to report on
the University’s internal control and we are not obligated to search for material weaknesses or significant
deficiencies as part of our audit of the financial statements, this report will include any material weaknesses
and significant deficiencies to the extent they come to our attention. A material weakness is a deficiency, or
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the financial statements will not be prevented or detected and corrected on a timely basis.
A significant deficiency is a deficiency, or combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance. This report will also include instances of:
–

Fraud and noncompliance with provisions of laws or regulations that have a material effect on the
financial statements or other financial data significant to the audit objectives and any other instances
that warrant the attention of those charged with governance;

–

Noncompliance with provisions of contracts or grant agreements that has a material effect on the
determination of financial statement amounts or other financial data significant to the audit objectives;
or

–

Abuse that is material, either quantitatively or qualitatively.

The report will describe its purpose and will state that it is not suitable for any other purpose.
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In accordance with Government Auditing Standards, we will also issue a management letter to
communicate instances of noncompliance with provisions of contracts or grant agreements or abuse that
have an effect on the financial statements that is less than material but warrant the attention of those
charged with governance.
In accordance with Government Auditing Standards, we are also required in certain circumstances to report
fraud, noncompliance with provisions of laws, regulations, contracts, or grant agreements, or abuse directly
to parties outside the auditee.
OMB Circular A-133 Audit Services
We will also perform audit procedures with respect to the University’s major federal programs in
accordance with the provisions of OMB Circular A-133 Audits of States, Local Governments, and
Non-Profit Organizations (OMB Circular A-133). OMB Circular A-133 includes specific audit
requirements, mainly in the areas of internal control and compliance with laws, regulations, contracts, and
grant agreements that exceed those required by Government Auditing Standards.
As part of our audit procedures performed in accordance with the provisions of OMB Circular A-133, we
will perform tests to evaluate the effectiveness of the design and operation of internal controls that we
consider relevant to preventing or detecting material noncompliance with laws, regulations, contracts, and
grant agreements applicable to each of the University’s major programs. The tests of internal control
performed in accordance with OMB Circular A-133 are less in scope than would be necessary to render an
opinion on internal control.
In relation to compliance with the program requirements applicable to its federal programs, management
acknowledges and understands its responsibility for:


Identifying the University’s government programs and understanding and complying with the
compliance requirements.



Establishing and maintaining effective controls that provide reasonable assurance that the
University administers government programs in compliance with the compliance requirements.



Evaluating and monitoring the University’s compliance with the compliance requirements.



Taking corrective action when instances of noncompliance are identified, including corrective
action on audit findings of the compliance audit.

We will perform tests of the University’s compliance with certain provisions of laws, regulations,
contracts, and grant agreements we determine to be necessary based on the OMB Circular A-133
Compliance Supplement (Compliance Supplement). The procedures outlined in the Compliance Supplement
are those suggested by each federal agency and do not cover all areas of regulations governing each
program. Program reviews by federal agencies may identify additional instances of noncompliance.
As required by OMB Circular A-133, we will prepare a written report which provides our opinion on the
schedule of expenditures of federal awards in relation to the University’s financial statements. In addition,
we will prepare a written report (A-133 report) which 1) provides our opinion on compliance with laws,
regulations, contracts, and grant agreements that could have a direct and material effect on a major federal
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program and 2) communicates our consideration of internal control over major federal programs. The
A-133 report will describe its purpose and will state that it is not suitable for any other purpose.
The Federal Audit Clearinghouse requires the A-133 reporting package, which includes the audited
financial statements, to be submitted in a PDF format which is text searchable, unencrypted, and unlocked.
This letter serves as the University’s authorization for the submission of the reporting package in this
format.
Offering Documents
Should the University wish to include or incorporate by reference these financial statements and our audit
report thereon into an offering of exempt securities, prior to our consenting to include or incorporate by
reference our report on such financial statements, we would consider our consent to the inclusion of our
report and the terms thereof at that time. We will be required to perform procedures as required by the
standards of the American Institute of Certified Public Accountants, including, but not limited to, reading
other information incorporated by reference in the offering document and performing subsequent event
procedures. Our reading of the other information included or incorporated by reference in the offering
document will consider whether such information, or the manner of its presentation, is materially
inconsistent with information, or the manner of its presentation, appearing in the financial statements.
However, we will not perform procedures to corroborate such other information (including
forward-looking statements). The specific terms of our future services with respect to future offering
documents will be determined at the time the services are to be performed.
Should the University wish to include or incorporate by reference these financial statements and our audit
report thereon into an offering of exempt securities without obtaining our consent to include or incorporate
by reference our report on such financial statements, and we are not otherwise associated with the offering
document, then the University agrees to include the following language in the offering document:
“KPMG LLP, our independent auditor, has not been engaged to perform and has not performed,
since the date of its report included herein, any procedures on the financial statements addressed in
that report. KPMG LLP also has not performed any procedures relating to this official statement.”
Our Responsibility to Communicate with the Audit Subcommittee
We will report to the audit subcommittee or those charged with governance, in writing, the following
matters:


Material, corrected misstatements that were brought to the attention of management as a result of
audit procedures.



Uncorrected misstatements accumulated by us during the audit and the effect that they, individually
or in the aggregate, may have on our opinion in the auditor’s report, and the effect of uncorrected
misstatements related to prior periods.



Significant difficulties and disagreements with management, if any, encountered during our audit.



Other matters required to be communicated by auditing standards generally accepted in the United
States of America.
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We will also read minutes, if any, of relevant committee meetings for consistency with our understanding
of the communications made to the audit subcommittee and determine that the audit subcommittee has
received copies of all material written communications between ourselves and management. We will also
determine that the audit subcommittee has been informed of i) the initial selection of, or the reasons for any
change in, significant accounting policies or their application during the period under audit, ii) the methods
used by management to account for significant unusual transactions, and iii) the effect of significant
accounting policies in controversial or emerging areas for which there is a lack of authoritative guidance or
consensus.
To the extent that they come to our attention, we will inform the appropriate level of management about
any illegal acts, unless they are clearly inconsequential, material errors in the financial statements and any
instances of fraud. Further, to the extent they come to our attention, we also will communicate directly to
the audit subcommittee illegal acts, unless they are clearly inconsequential, material errors in the financial
statements and any instances of fraud that involve senior management or that, in our judgment, cause a
material misstatement of the financial statements.
Management Responsibilities
The management of the University acknowledges and understands that they have responsibility for the
preparation and fair presentation, in accordance with U.S generally accepted accounting principles, of the
financial statements and all representations contained therein. Management also is responsible for
identifying and ensuring that the University complies with laws, regulations, contracts, and grant
agreements applicable to its activities, and for informing us of any known material violations of such laws
and regulations and provisions of contracts and grant agreements. Management also is responsible for
preventing and detecting fraud, including the design and implementation of programs and controls to
prevent and detect fraud, for adopting sound accounting policies, and for the design, implementation and
maintenance of internal control relevant to the preparation and fair presentation of the financial statements
and to provide reasonable assurance against the possibility of misstatements that are material to the
financial statements whether due to error or fraud. Management is also responsible for informing us, of
which it has knowledge, of all material weaknesses and significant deficiencies in the design or operation
of such controls. The audit of the financial statements does not relieve management or those charged with
governance of their responsibilities.
Management of the University also acknowledges and understands that it is their responsibility to provide
us with: i) access to all information of which management is aware that is relevant to the preparation and
fair presentation of the financial statements and the compliance requirements applicable to its federal
programs such as records, documentation, and other matters; ii) additional information that we may
request from management for purposes of the audits; and iii) unrestricted access to persons within the
entity from whom we determine it necessary to obtain audit evidence. As required by auditing standards
generally accepted in the United States of America, we will make specific inquiries of management about
the representations embodied in the financial statements and the effectiveness of internal control, and
obtain a representation letter from management about these matters. The responses to our inquiries, the
written representations, and the results of audit tests, among other things, comprise the evidential matter we
will rely upon in forming an opinion on the financial statements.
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In addition to the OMB Circular A-133 requirements to maintain internal control and comply with the
compliance requirements applicable to federal programs as discussed above, OMB Circular A-133 also
requires the University to prepare a:


Schedule of expenditures of federal awards;



Summary schedule of prior audit findings;



Corrective action plan; and



Data collection form (Part I).

While we may be separately engaged to assist you in the preparation of these items, preparation is the
responsibility of the University.
Certain provisions of OMB Circular A-133 allow a granting agency to request that a specific program be
selected as a major program provided that the federal granting agency is willing to pay the incremental
audit cost arising from such selection. The University agrees to notify KPMG LLP (KPMG) of any such
request by a granting agency and to work with KPMG to modify the terms of this letter as necessary to
accommodate such a request.
To facilitate our audit planning, in accordance with Government Auditing Standards, management agrees to
identify and provide copies of reports, if applicable, of previous audits, attestation engagements, or other
studies that directly relate to the objectives of the audit, including whether related recommendations have
been implemented, prior to June 10, 2015.
Management is responsible for adjusting the financial statements to correct material misstatements and for
affirming to us in the representation letter that the effects of any uncorrected misstatements aggregated by
us during the current engagement and pertaining to the latest period presented are immaterial, both
individually and in the aggregate, to the financial statements being reported upon, taken as a whole.
Because of the importance of management’s representations to the effective performance of our services,
the University will release KPMG and its personnel from any claims, liabilities, costs and expenses relating
to our services under this letter attributable to any misrepresentations in the representation letter referred to
above. The provisions of this paragraph shall apply regardless of the form of action, damage, claim,
liability, cost, expense, or loss asserted, whether in contract, statute, tort (including but not limited to
negligence) or otherwise.
Management is also responsible for providing us with written responses in accordance with Government
Auditing Standards to the findings included in the GAGAS or A-133 report within 10 days of being
provided with draft findings. If such information is not provided on a timely basis prior to release of the
reports, the reports will indicate the status of management’s responses.
Management is responsible for the distribution of the reports issued by KPMG.
Dispute Resolution
Any dispute or claim between the parties shall be submitted first to non-binding mediation and if mediation
is not successful within 90 days after the issuance by one of the parties of a request for mediation then to
binding arbitration in accordance with the Rules for Non-Administered Arbitration of the International
Institute for Conflict Prevention and Resolution (“IICPR”). Any issue concerning the extent to which any
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dispute is subject to arbitration, or any dispute concerning the applicability, interpretation, or enforceability
of these dispute resolution procedures, including any contention that all or part of these procedures is
invalid or unenforceable, shall be governed by the Federal Arbitration Act and resolved by the arbitrators.
By operation of this provision, the parties agree to forgo litigation over such disputes in any court of
competent jurisdiction.
Mediation shall take place at a location to be designated by the parties using Mediation Procedures of the
IICPR, with the exception of paragraph 2 (Selecting the Mediator). Arbitration shall take place in New
York, New York and shall be governed by the Federal Arbitration Act, 9 U.S.C. §§ 1, et seq. Partyselected arbitrators shall be selected from the lists of neutrals maintained by either the IICPR or by JAMS,
Inc., but the chair of the arbitration panel does not have to be selected from those specific lists. The
arbitration panel shall have no power to award non-monetary or equitable relief of any sort except as
provided in IICPR Rule 13 (Interim Measures of Protection). Damages that are inconsistent with any
applicable agreement between the parties, that are punitive in nature, or that are not measured by the
prevailing party’s actual damages shall be unavailable in arbitration or any other forum. In no event, even
if any other portion of these provisions is held to be invalid or unenforceable, shall the arbitration panel
have power to make an award or impose a remedy that could not be made or imposed by a court deciding
the matter in the same jurisdiction.
Either party may seek to enforce any written agreement reached by the parties during mediation, or to
confirm and enforce any final award entered in arbitration, in any court of competent jurisdiction, provided
that any party moving to enforce, confirm or vacate any such agreement or award, as the case may be, will
file such motion under seal unless prohibited under applicable court rules. Notwithstanding the agreement
to such procedures, either party may seek equitable relief to enforce its rights in any court of competent
jurisdiction.
Other Matters
This letter shall serve as the University authorization for the use of e-mail and other electronic methods to
transmit and receive information, including confidential information, between KPMG and the University
and between KPMG and outside specialists or other entities engaged by either KPMG or the University.
The University acknowledges that e-mail travels over the public Internet, which is not a secure means of
communication and, thus, confidentiality of the transmitted information could be compromised through no
fault of KPMG. KPMG will employ commercially reasonable efforts and take appropriate precautions to
protect the privacy and confidentiality of transmitted information.
Further, for purposes of the services described in this letter only, the University hereby grants to KPMG a
limited, revocable, non-exclusive, non-transferable, paid up and royalty-free license, without right of
sublicense, to use all logos, trademarks and service marks of the University solely for presentations or
reports to the University or for internal KPMG presentations and intranet sites.
KPMG is a limited liability partnership comprising both certified public accountants and certain principals
who are not licensed as certified public accountants. Such principals may participate in the engagements to
provide the services described in this letter.
KPMG, as an accounting firm, has an obligation to comply with applicable professional standards. Certain
professional standards, including AICPA Code of Professional Conduct Section 1.700, “Confidential Client
Information Rule,” adopted by the American Institute of Certified Public Accountants and similar rules
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adopted by the boards of accountancy of many states, prohibit the disclosure of client confidential
information without client consent, except in limited circumstances. KPMG represents to the University
that KPMG will treat the University’s confidential information in accordance with applicable professional
standards.
KPMG may work with and use the services of other members of the international KPMG network of
independent firms and entities controlled by, or under common control with, one or more KPMG member
firms (together with KPMG, the “KPMG Firms”) to provide services to the University. In connection with
the performance of services under this Engagement Letter, the KPMG Firms may, in their discretion,
utilize the services of third party service providers within or outside of the United States to complete the
services under this Engagement Letter. KPMG Firms and such third parties may have access to your
confidential information from offshore locations. In addition, KPMG uses third party service providers
within and outside of the United States to provide, at its direction, back-office administrative and clerical
services to KPMG and these third party service providers may in the performance of such services have
access to your confidential information. KPMG represents that it has technical, legal and/or other
safeguards, measures and controls in place to protect your confidential information from unauthorized
disclosure or use.
You also understand and agree that the KPMG Firms, with the assistance of third parties as outlined above,
may use your confidential information obtained to complete this engagement for other purposes, such as
improving the delivery of audit and other services to you and to other clients and for use in presentations to
you, other clients and non-clients. When your confidential information is used outside of the KPMG Firms
or third parties discussed above for any purpose other than the provision of audit or other services to you,
back-office administrative and clerical services to KPMG or service quality improvement, it will be deidentified so that the University cannot be attributed as the source of the information.
The audit documentation for this engagement is the property of KPMG. If KPMG receives a subpoena or
other validly issued administrative, judicial, government or investigative regulatory demand/request
(“Legal Demand”) requiring it to disclose the University’s confidential information, KPMG shall, unless
prohibited by law or demand of a law enforcement agency, provide prompt written notice to the University
of such demand. So long as KPMG gives notice as provided herein, KPMG shall be entitled to comply
with such Legal Demand to the extent required by law, subject to any protective order or the like that may
have been entered in the matter. In the event KPMG is requested or authorized by the University or is
required by law, rule or regulation, Legal Demand, or other legal process to produce KPMG’s documents
or personnel as witnesses or for interviews, or otherwise to make information relating to the service under
the Engagement Letter available to a third party or the University or its agents, the University shall
reimburse KPMG for its professional time at its standard hourly rates, and expenses, including reasonable
attorney’s fees and expenses, incurred in responding to such requests.
Pursuant to Government Auditing Standards, we are required to make certain audit documentation
available in a full and timely manner to regulators upon request for their reviews of audit quality and for
use by their auditors. In addition, we may also be requested to make certain audit documentation available
to regulators pursuant to authority provided by law or regulation. If so requested, access to such audit
documentation will be provided. Furthermore, regulators may obtain copies of selected audit
documentation. Such regulators may intend, or decide, to distribute the copies or information contained
therein to others, including other government agencies.
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Other Government Auditing Standards Matters
As required by Government Auditing Standards, we have attached a copy of KPMG’s most recent peer
review report.
Additional Reports and Fees for Services
Appendix I to this letter lists the additional reports we will issue as part of this engagement and our fees for
professional services to be performed under this letter.
In addition, fees for any special audit-related projects, such as research and/or consultation on special
business or financial issues, will be billed separately from the audit fees for professional services set forth
in Appendix I and may be subject to written arrangements supplemental to those in this letter.
*******
Our engagement herein is for the provision of annual audit services for the financial statements and OMB
Circular A-133 for the periods described in Appendix I, and it is understood that such services are provided
as a single annual engagement. Pursuant to our arrangement as reflected in this letter we will provide the
services set forth in Appendix I as a single engagement for each of the University’s subsequent fiscal years
until either those charged with governance or we terminate this agreement, or mutually agree to the
modification of its terms. The fees for each subsequent year will be annually subject to negotiation and
approval by those charged with governance.
In accordance with your instructions, we have forwarded a copy of this letter to the members of the audit
subcommittee.
We shall be pleased to discuss this letter with you at any time. For your convenience in confirming these
arrangements, we enclose a copy of this letter. Please sign and return it to us to indicate your
acknowledgement of, and agreement with, the arrangements for our audit of the financial statements
including our respective responsibilities.
Very truly yours,
KPMG LLP

Shelly R. Masi
Partner
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ACCEPTED:
The City University of New York
___________________________
Authorized Signature
___________________________
Title
___________________________
Date

Appendix I
Fees for Services
Based upon our discussions with and representations of management and contract # C141701, our fees for
services we will perform are estimated as follows:
Audit of financial statements of The City University of New
York as of and for the year ending June 30, 2014

$625,000

Other Reports:
Report
Reports issued in connection with OMB Circular A-133
Audit of financial statements of The City University of New
York Senior Colleges

Fee each year
Included in fee above
Included in fee above

The above estimates are based on the level of experience of the individuals who will perform the services
and include expenses for items such as travel, telephone, postage, and typing, printing, and reproduction of
financial statements. Circumstances encountered during the performance of these services that warrant
additional time or expense could cause us to be unable to deliver them within the above estimates. In
accordance with the contract # C141701, the fee above assumes only one major program, Student Financial
Assistance. We will endeavor to notify you of any such circumstances as they are assessed.
Where KPMG is reimbursed for expenses, it is KPMG’s policy to bill clients the amount incurred at the
time the good or service is purchased. If KPMG subsequently receives a volume rebate or other incentive
payment from a vendor relating to such expenses, KPMG does not credit such payment to the client.
Instead, KPMG applies such payments to reduce its overhead costs, which costs are taken into account in
determining KPMG’s standard billing rates and certain transaction charges which may be charged to
clients.

