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UNDERSTANDING THE ACCOUNTANT’S LETTER CONFIRMING PROJECTED INCOME:
A COMPLETE GUIDE

In the world of finance, lending, and business planning, few documents carry as much weight as a
professionally  prepared,  verified  projection  of  future  earnings.  Whether  you  are  a  self-employed
entrepreneur, a freelancer, a small business owner, or even a salaried professional expecting a
substantial promotion, there are times when a standard pay stub or tax return simply won’t suffice.
That  is  exactly  when  an  accountant’s  letter  confirming  projected  income  becomes  an
indispensable  tool.  This  formal  document,  often  referred  to  as  a  “comfort  letter”  or  “income
projection  letter,”  is  prepared  and  signed  by  a  certified  public  accountant  (CPA)  or  a  qualified
accountant. It provides a third-party, expert opinion on what an individual or business is likely to
earn over a specific future period.
Why is this letter so important? In many high-stakes scenarios—such as applying for a mortgage,
securing a business loan,  undergoing an immigration visa process,  or  even finalizing a large lease
agreement—lenders and authorities rely on objective, verifiable data. An accountant’s letter offers a
credible,  professional  estimate  that  bridges  the  gap  between  historical  financial  data  and  future
potential. This article will explore every facet of the accountant’s letter confirming projected income.
We will discuss its purpose, the scenarios in which it is required, the key elements it must contain,
how  it  differs  from other  financial  documents,  and  how both  accountants  and  clients  can  prepare
one that stands up to scrutiny. By the end, you will have a thorough understanding of this vital
document and how to leverage it effectively.

WHAT IS AN ACCOUNTANT’S LETTER CONFIRMING PROJECTED INCOME?

An  accountant’s  letter  confirming  projected  income  is  a  written  statement  issued  by  a  licensed
accountant. It attests to the expected future income of an individual or business entity, based on a
review of  historical  financial  records,  current  trends,  and reasonable  assumptions.  Unlike  a  simple
forecast  or  a  casual  “letter  of  intent,”  this  document carries  the professional  authority  of  the
accountant’s signature and licensing. It is bound by the ethical and professional standards of the
accounting profession, which adds a layer of credibility.
The  letter  typically  includes  a  clear  statement  that  the  accountant  has  reviewed  supporting
documentation  (such  as  tax  returns,  profit  and  loss  statements,  bank  statements,  and  contracts)
and  that,  in  their  professional  opinion,  the  projected  income  figures  are  reasonable.  It  may  also
include a disclaimer noting that projections are inherently uncertain and that actual results may
differ.  Nevertheless,  for many decision-makers,  a properly prepared accountant’s letter is  the gold
standard for verifying income potential.

Key Differences from Other Income
Documents
To  appreciate  the  value  of  this  letter,  it  helps  to  distinguish  it  from  other  common  financial
documents:

Tax Returns: Show historical income, not future potential. They are backward-looking.
Pay Stubs: Confirm current or past earnings, but do not project changes in income.
Profit and Loss Statements: Reflect past business performance, but may not capture
upcoming contracts or seasonal variations.
Personal Budgets or Forecasts: Created by the individual, lacking third-party verification.
CPA Comfort Letters: Often used in lending, these can cover various financial assertions; a
projected income letter is a specific subtype.

The accountant’s letter confirming projected income uniquely combines professional objectivity with
forward-looking analysis. It is a hybrid document—part audit, part forecast—designed to build trust.

COMMON SCENARIOS REQUIRING AN ACCOUNTANT’S LETTER FOR PROJECTED
INCOME

Understanding when this letter is necessary can help you prepare in advance. Below are the most
frequent situations where lenders, agencies, or counterparties request such a letter.

Mortgage and Home Loan Applications
For  self-employed borrowers,  traditional  income verification  (W-2s,  pay  stubs)  is  often  insufficient.
Lenders  want  assurance  that  future  earnings  will  continue  at  a  level  that  supports  mortgage
payments.  An  accountant’s  letter  confirming  projected  income helps  the  underwriter  evaluate  the
applicant’s ability to repay. In some cases, the letter may be required for salaried employees with
variable compensation (commissions, bonuses) to project forthcoming incentive payments.

Business Loans and Lines of Credit
Small business owners seeking expansion capital may need to demonstrate that their projected
revenue will cover debt service. A letter from their accountant, based on recent sales trends, signed
contracts, and industry outlook, can be the deciding factor in loan approval.

Immigration and Visa Applications
Certain visa categories (e.g., investor visas, work permits for entrepreneurs, or sponsor-based visas)
require  proof  of  sufficient  future  income  to  support  the  applicant  and  dependents.  Immigration
authorities often accept an accountant’s letter as credible evidence of projected earnings, especially
when the income is self-generated or irregular.

Leasing Commercial or Residential

Property
Landlords may request an accountant’s letter from self-employed tenants to confirm they will have
steady income to pay rent over the lease term. This is especially common for high-value leases or in
competitive real estate markets.

Divorce and Child Support Proceedings
When calculating alimony or child support, courts need to understand not just past income but also
likely future earnings. An accountant’s projection can help both parties and the court reach a fair
settlement.

Estate Planning and Business Valuations
For estate planning purposes, projected income may be used to estimate the value of a business
interest. An accountant’s letter can support the valuation method used.

ESSENTIAL COMPONENTS OF AN ACCOUNTANT’S LETTER CONFIRMING PROJECTED
INCOME

A professionally crafted letter should be precise, structured, and transparent. Below are the critical
sections and elements that make it effective.

Letterhead and Professional Identification
The  letter  should  be  printed  on  the  accountant’s  or  firm’s  official  letterhead.  Include  the
accountant’s  full  name,  credentials  (CPA,  CA,  etc.),  address,  and  contact  information.  This
establishes the professional authority of the signatory.

Date and Addressee
Clearly  state  the  date  of  issuance.  The  letter  should  be  addressed  to  the  specific  party  who
requested it (e.g., “To the Loan Officer at XYZ Bank” or “To Whom It May Concern” if it is for general
use).

Client Identification
Identify the individual or business whose income is being projected. Include full legal name, business
name (if applicable), and any relevant identifiers (tax ID number, entity type).

Statement of Engagement and Scope
The accountant should describe the nature of their engagement: that they have been asked to
review  certain  financial  information  and  provide  a  projection  of  future  income.  Specify  the  time
period  covered  by  the  projection  (e.g.,  calendar  year  2024,  next  12  months,  etc.).

Basis of Projection
This is the heart of the letter. The accountant must explain the methodology and assumptions used
to arrive at the projected figures. Common bases include:

Review of historical financial statements (past 2–3 years).
Analysis of current contracts, invoices, or signed agreements.
Seasonal trends or industry benchmarks.
Management’s budgets or business plans (with the caveat that they have been reviewed).
Any other relevant supporting data (e.g., pipeline reports, recurring revenue).

It is important to be transparent about the limitations. A standard phrase might read: “We have
examined the attached supporting documents  and,  based on our  review,  we believe that  the
projected income of $XX,XXX per month is reasonable under the assumptions described. However,
actual results may vary due to unforeseen market conditions or changes in the client’s business.”

Specific Income Figures
Provide clear, numeric projections. For individuals, this could be monthly or annual net income. For
businesses, it may be gross revenue, net profit, or both. Use consistent intervals (e.g., annualized). If
the income fluctuates,  the letter  may show a range or  an average.  For  mortgage purposes,  many
lenders require a statement of “stable and ongoing” income.

Certification and Signature
The accountant should explicitly state that they are licensed and that the information in the letter is
true to the best of their knowledge. A typical closing: “This letter is issued for the purpose stated
above and is not intended for any other use. Signed, [Name], CPA.” The signature should be original
or legally acceptable electronic signature.

Disclaimers
Include a disclaimer that the projection is not a guarantee and that the accountant assumes no
responsibility for actual outcomes. Also note that no audit or review was performed. This protects
both the accountant and informs readers of the limitations.

HOW TO PREPARE AN ACCOUNTANT’S LETTER FOR PROJECTED INCOME

Whether you are the client seeking the letter or the accountant preparing it, following best practices
ensures the document is credible and accepted.
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For Clients: Gathering the Right
Documentation
If  you need such a  letter,  approach your  accountant  with  a  clear  understanding of  what  the
requesting party expects. Provide comprehensive data:

Recent tax returns (2–3 years).
YTD profit and loss statements.
Bank statements (business and personal).
Contracts, letters of intent, or purchase orders that demonstrate future income.
List of recurring clients or revenue streams.
Any existing business plans or forecasts.

Be  honest.  Inflated  projections  will  not  only  harm  your  credibility  but  also  could  lead  to  legal
consequences.  Let  the  accountant  use  their  judgment  to  arrive  at  a  reasonable  figure.

For Accountants: Following Professional
Standards
Accountants  should  adhere  to  AICPA  (or  equivalent  local)  standards  for  prospective  financial
information. Specifically, the guidance in the AICPA’s “Guide for Prospective Financial Information” is
relevant. Key steps:

Obtain a clear understanding of the intended use and distribution of the letter.
Perform sufficient due diligence—review supporting documents, ask questions, and challenge
assumptions.
Document the basis of your projection in your work papers.
Use clear, unambiguous language. Avoid overpromising.
Consider the materiality: a projection that varies significantly from historical trends requires
deeper investigation.
If you are not comfortable providing a projection due to lack of data or high uncertainty,
decline the engagement.

POTENTIAL CHALLENGES AND HOW TO OVERCOME THEM

No document is without its pitfalls. Here are common issues and how to address them.

Lack of Sufficient Historical Data

New businesses or freelancers with limited records may struggle. In such cases, the accountant may
rely on more conservative assumptions, such as industry averages or commitments from clients.
The letter should clearly state the limited basis.

Inconsistent or Seasonal Income
Projecting income for a seasonal business (e.g. landscaping, holiday retail) is tricky. The accountant
can present an annualized projection with a note explaining the seasonal pattern. Lenders often
want to see that the income is sufficient to cover expenses year-round.

Regulatory and Lender Specifics
Different  lenders  or  agencies  have  varying  requirements.  For  mortgage  loans,  Fannie  Mae  and
Freddie Mac have specific guidelines on what constitutes acceptable income documentation. Some
require the accountant to confirm the business has been operating for at least 12 months. Always
check the specific criteria.

Legal Liability Concerns
Accountants worry about being sued if projections fail. Robust disclaimers and limiting the use of the
letter to a single purpose (e.g., “only for use by XYZ Bank for mortgage application number 1234”)
can mitigate risk. Some accountants may also include a statement that the letter does not constitute
an audit or review.

BEST PRACTICES FOR LENDERS AND THIRD PARTIES RECEIVING THE LETTER

If you are a lender, underwriting officer, or immigration caseworker reviewing an accountant’s letter,
here is how to evaluate its quality:

Check the accountant’s license and credentials. Verify with the state board if necessary.
Look for a clear description of the documents reviewed. Vague statements like “reviewed all
relevant records” are weak.
Examine the assumptions. Are they reasonable? Does the projection align with historical
income trends?
Ensure the letter is signed and dated recently (usually within 60–90 days).
Watch for overly aggressive growth projections. Small year-over-year increases are more
plausible than exponential jumps.
Consider requesting supporting schedules if the projection is used for a large loan.

SAMPLE STRUCTURE OF AN ACCOUNTANT’S LETTER CONFIRMING


