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DISCLAIMER:  The following draft contract provisions are intended to identify areas for drafting opportunities in engagement letters for accounting firms.  They should be used only with the guidance of competent legal counsel, and with due consideration of applicable laws, regulations and professional standards applicable to each engagement.
1.
Scope of Work  

You have engaged us to perform the following engagement [this engagement does/does not] involve any expression by this firm of its opinion on the quality of your financial records or the accuracy of your financial statements.  You may wish to consider whether this level of engagement is appropriate for your needs.  In particularly, we are able to provide the following attestation services:

(a)
Compilation.  Under a compilation engagement, we use the financial information contained in your books and records and put that information in conventional financial statement formats.  We do not test for the completeness or accuracy of your financial records or perform other procedures to provide any assurance as to the reliability of your financial statements.  This level of engagement is particularly well suited to businesses that have no need for any accountant-provided assurance as to their financial statements.
(b)
Review Engagement.  Under a review engagement, we perform certain analytical procedures to determine if your financial statements contain any glaring inconsistencies or glaring irregularities.  Since we do not test the accuracy or compliance of your financial information, we do not express any opinion on your financial statements.  However, we do undertake to inform you if we have any reason to believe that your financial statements contain a material misstatement.  Ordinarily, we will provide a “negative assurance” report that says we have not seen anything to make us believe there is a material misstatement.
(c)
Audit.  In an audit engagement, we perform limited, but carefully planned, procedures to test samples of your financial data so that we may infer from that sampling whether there appear to be material misstatements in your financial statements.  Based on these procedures, we will express an opinion as to whether your financial statements fairly present your financial position, in accordance with Generally Accepted Accounting Practices.  Because our opinion is based upon inferences that we draw from samples of your data, and not from a comprehensive (and prohibitively expensive) examination of every business transaction, an audit report must be viewed as an opinion, and cannot be relied upon as any guaranty of accuracy, nor can it be relied upon to detect fraud, embezzlement, or other financial irregularities.  
(d)
Fraud Detection.  If you have reason to suspect financial impropriety within your organization, you may wish to consider engaging us to perform a fraud investigation.  When we perform such an investigation, we identify areas of your business that present the greatest risks for such wrongdoing, and design procedures to more comprehensively test for financial statement fraud, embezzlement or other wrong doing that would have impact on your financial statements.  Although we can provide no guaranty that we will discover every such wrong, our fraud detection engagement will provide you with assurance that any material fraud in the areas investigated should be detected.  
Each of the above services involves different amounts of work and, therefore, greater cost than the preceding type of engagement.  You may wish to consider whether you wish to have us perform the same type of engagement that we have provided in the past, or whether there is reason for you to engage us to provide more comprehensive services.  We would be happy to discuss this further with you.

2.
Client Responsibilities

It is your principle responsibility to be completely honest and candid with us.  It is also your responsibility to operate your business in a business-like manner, and to make diligent efforts to record properly in your financial books and records all business transactions.  It is your responsibility, working cooperatively with us, to endeavor to produce accurate and reliable financial records, and to be completely truthful with us concerning both formal and informal representations that we may ask you to make about your business.
3.
Modification of This Engagement Letter

This engagement letter is designed to accurately set forth terms and conditions relating to our performing services for your company.  By necessity, we start with a standard template, and modify this letter to set forth terms and conditions that make sense for your business.  We invite you to talk with us about any terms that you may believe are inappropriate, and we express our willingness to modify this engagement letter as may be appropriate to reach mutually agreeable terms for the performance of accounting services for your business.
4.
Disclaimer of Fiduciary Status

By virtue of this engagement, we agree that it is our duty to perform our services with the same standard of care that a reasonable and prudent accountant would exercise for this type of an engagement.  Because it is your responsibility to safeguard the assets of your business and to maintain accurate books and records pertaining to your business transactions, we do not agree to hold your property in trust for you or otherwise to accept fiduciary duties in the performance of this engagement.

5.
Integration Clause

All of the terms and conditions of our engagement shall be as set forth in this letter which shall supersede all previous discussions relating to the terms and conditions of our engagement.  Any modification of the terms and conditions of our engagement shall be in writing, signed by you and us, and no amendment to these terms shall be effective unless reduced to writing and signed by both of us.

6.
Third Party Liability Clause

You have represented to us that these financial statements will be used by your business, and by the following additional parties, for the purposes listed below:

	Additional User
	Purpose of Use




You agree that you will indemnify and hold us harmless for any claims of damages made by the above-listed additional parties that relate to damages caused by inaccurate or incomplete information contained in your books and records.  You further agree to indemnify and hold us harmless for any and all damages sustained by third parties not listed above to whom you have provided copies of our work product, without our consent.  We agree to consent to such distribution, conditioned upon third party acknowledgement of the scope of our work and nature of its responsibilities, and the terms of this engagement letter.
7.
Dispute Resolution Clause

We agree that any dispute arising out of this engagement shall be handled as follows:  First, we agree to meet and confer, face-to-face, to attempt to resolve and compromise any such disputes in a business-like manner.  To the extent that we are unable to resolve disputes, we agree to, next, submit to mediation under the Commercial Mediation Rules of the American Arbitration Association.  Should we still be unable to resolve any dispute, we agree to submit such dispute to binding arbitration under the Commercial Arbitration Rules of the American Arbitration Association.

Despite the foregoing provisions, nothing herein shall prevent us from instituting suit to recover unpaid accounting fees, or to obtain liens or other security for the payment of delinquent accounts.
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