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[kEAZESEH LTRSS (AICPA) “AICPA Audit and Accounting Manual AAM
Section 3165 Sample Engagement Letters” ]

O EEZHEDHD

Our fees will be billed as work progresses and are based on the amount of time
required plus out of pocket costs and administrative expenses. Invoices are payable
upon presentation. QOur initial fee estimate assumes we will receive the
aforementioned assistance from your personnel and unexpected circumstances will
not be encountered. We will notify you immediately of any circumstances we
encounter that could significantly affect our initial estimate of total fees, which we
estimate to range from $XX, XXX to $XX XXX. Additional expenses are expected to
be $X. XXX '

(1R

EEEIBIL, (EEDEHICHCTERINE, EEHHL EZTDERHIZL
BLLSEERELL CTEHZN, TEFRBRU—BEFEENNEZHIE, F
Jo. BREFETHEZUNGGEL LD, BTN D LB LBt EH DU
EE DL FTDIFS (FE : TR, B ER T DIHERZE) B0, BEHDK
HICEBLGNELFFHEE L TS, EEHH DL ZFELHBITL. SXX XXX H
BIXXXXX DETHBL . BB BN LRI KIGI-HEF 5L 5SWN
[CEBLESE, FCEBHIZEHT B, (HBE B XX EEBE61 8,

O BEFEANEESNORRICERL-H
03 Change in Gircumstances From Those Contemplated in Original

Engagement Letter

As we agreed in our original engagement letter dated [date] we are notifying
you that our audit of your December 31, 20XX financial statements requires

additional procedures.
We have found that certain guest checks are held for only three months after they

are paid. Thus, a substantial number of guest checks are not available for

examination. Fortunately, your internal control activities allow us to use

16



alternative procedures to satisfy ourselves on this part of the audit. However, this

will require substantially more time than examining guest checks.

The fee for these additional services will be at our standard per diem rates and

added to the fees quoted in our previous letter.

The situation has been discussed with your controller, who assured us that in the

future all guest checks will be kept for two years.

If this letter correctly expresses your understanding, please sign the enclosed

copy where indicated and return it to us.

(&7
(A AN DEELZHNETEELEESY., 20XX 4 12 ARHDEH FH#FED
[CHBUVCEIMFREITIBES L DBHT B,

HBFELEDBEESEIL, [BEIZLBTHE 3 s ABLMRESA TG
CEBHENE DTy CDI=), DG DHDEEEZICH TEEFinsE
T EETELVK I TH B, FL, B DABHEMZEI- LY, COEH
DEBEEET SEDDABEFHETSICEIETETEH S, BL., FCEFEHD
FEWICHD, BEGEDEEFTIBGICHENTHEYEDHEEGFELT =
EEGB

EDEEEHIE, ZHN DIFEEFICE TEHAFEIN, L DET TR
EICEREN BT R NESN B,

CDRFIZEL TEHDIEBELELHBER, 2512 EHDEEEED
RrEE THIE V-,

CDBHDABLEBDIBIEE—BL TOAIL, FTDZE/I-EL DL,
EENELEESL,
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AAM Section 3165 U
Sample Engage}nent Letters R

01 Follomng are Jﬂustrahve engagement letters These ﬂlush'ahve letters are example&and may ‘not
include all representations necessary for a particular engagement. They may be used as a starting point in the
de51gn of spécific lefters' anid theff tailéred to saﬁsfy the tefins ofa particiilar engagémérit These illustrative
engdgement letters aré i ifitendéd to'be used in cofinection wifh engagements of nonpublic entities afid are’rist
intended 10 be fsed in cormection with aullits of public éntities thiat dte requued tobe audfced unde.r standards
set by | the P'ubilc Company Accounﬁng Gversi‘ght Board.. e

e R TR S PO & TE St I

L RIS T

. .
R ol
.t,:... s

02 Audlt Engagement l‘.eadmg to Opuuon _ _ B

. .y . ot . . o M e & .
N T ron L A P L P o

. L S Bt e g Ce:uﬁedPubhc
LACKO, LYNCH, BROWN & COMPANY ... .0~ .. . . .7 .7 . Accountanis .
R R I NI PP TR, TR LA R S I
[Date] . " =
Mr: MattDecker, Pa;es1dent. N 2 AL L A R B L CR R L IR
Civil War Antiques, Inc; " .mia!s - s Prat ey i a0 FELPTI
111 Burpside Highway: . © - * o000 e s P s e 0 e et e e,
ShaIPSburgi Mal'?'landODOOD . :-‘:4 T Tt . - R "‘_’- N kN i - RS .

This WIH. confirm our understanding of the services we wﬂl prowde ’co Civil War Anhquqa! Inc. (the Company)
for the year ending December 31, 206X

.We wﬂl auc'htthe balance sheet of ClV.ll WarAnhques,Jnc as of December 31 ZOXX, and the related s{'atements
of income, tetamed egrmngs, angi cash ﬂows fox: the year ther;ended, for the pu;cpqse of expressing an DPJ:mo_n
on them, . eam Lo o .

--.-.v_.' . FEA ""--i'_ '--' > * . R .‘1 PR T LY I

Audﬂ Ob]echve

'I‘he o'b]ectwe of'oux aucht is the exp:essmn of an"opuuon:as to wheﬁ'iex: your ﬁnancxal sf:atemente are fau-ly
presented, in all material respects, in conformity with accounting principles generally accepted in the United -
States of America. Our audit will be conduc§ed in accordance with auditing standards generaily accepted in
theé United States of Afnefica-and Will ifetude tests of accountmg Iecords and othér procedures we consider
necessary "t enable us 0 express siich an’ opmmn. i mrcumstances predude us fiom lssmhg ai unquahﬁed
op1ruon, “we il diséusd ithe reaséns with you! in advam:e I, for any reason, we are unable to compleie the
audif or aze unable to formh or have not form&d an opinion, We may decline te ‘expréssan opinion or deding
talssuea.reportasaremﬂtoftheengagement P . !

4. LT - x v " 1 L T N T P
L] - . .- . .l P ELI .. . Lo 1y

Audlt Pmcedures

B §

An audit mcludes examining;ona testbasm, evzdence supportmg theamounts anddlsdosures indhe fmanc:al
statements. Accordingly, the areas and number.of transactions.selected for testing will involvée judgment, An
audit also includes assessing theaccounting principles used-and significant éstimates made by management
as well as evaluating the overall financial statement presentation.

el R - : [ IR TN

We wﬂlglan ‘and pefform the audlt §7d obtain reascmabfe Assurande abput whetﬂer the finanmal statements are
free of material misstatement, ‘Srhether caused by errors orfraud: Alsp,an audit mnot.demgned to detect error
or fraud that is unmatenel to the ﬁnanclal‘etatements We wilt' mform yoﬂ of a]l mat’cers of fraud fhat ceme

. At ., ¢oonn - ey T oea e .11-‘;- '_-.L .-
Sorel s Lvsps. 7 '.:Jh w’E S A e - (L T

not PRERTLAREN e v, T T M LR s i

AICPA Audit andAc’counting Manual« - DI N T o MM §31.65_02
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to our attentxon. We will also inform you of illegal acts that come to our attention,, unless they a.t;e clearly
mconmqmmﬁal Foo kL ot R E

Our procedures will include tests of transactions recorded in the accounts, tests of the physmal existence of
inventory, and direct confirmation of receivables and. cerfain ‘other assets.and lisbilities by- cd"masgondmce
with selected customers, creditors, legal counsel, and financial institations. At ihe conclusion of oir audit, We
will request certain written represen’cahons (2 "representauon letter” ) fromyou about the ﬁnanmal statements

P

andrelatedmatters . o - Lol o _‘*. RETRE

Bgcause an aucht is d,eagned to provlde reasonable, but not absolube assu.ten::e and because_ we w:,],l nq’c
petform a deja:led exammaﬁon.of all trasactions, there is a risk that mamqussmtemenmornoncoqxph-
2Iice; mAy ., exlst and. not be ‘detected, by us.-In addition, an audit is not Qesigned to. detect immaterjal
misstatements, or viclations of laws or governmenta] regulations that do, not have 2 dizect and material effact
on the financial statements. However, we will inform you and those charged with governance, defined as the
. person(s) with responsibility for overseeing the strategic diregtion of the entity and. .pbligations related to,the
accountability. of the entity, including oversight of the financial reporting process, of any material errors and
any fraudulent financial reporting or misappropriation of assets that comes to our attention. We will also
inform you ahd thosé charged with governance of any violations of laws or governmental regtﬂahons that
come to our attention; Tinless clearly inconsequential. Our responéabﬂltf as audifors is limited o the period
covered by our audit and does not extend to mattexs that might arise during any later pexiods for which we
are not engaged as auditors. )

An audit includes obtaining an understanding of the entity and ifs environment, incliiding its-internal control
sufficient to assess the risks of material misstatement of the financial staternents whether due to erfor or fraud
and to design the nature, timing, and extent of further audit procedures. An audit is not-desigried to provide
assurance on internal control or to identify deficiencies in internal control. However, we:are responsible for
communicating to you and those charged with governance intermal control related matters that are reqmred
to be communicated under Statements on Auditing Standards.

Management Respénsﬂjﬂﬂ:les ' ‘:_- R S L T P .‘. .._.‘;.' Dot vef e, '{' R !
The Company’s management is responsible for the basic ﬁnancxal statements and all accompanymg infor-
thation as Well a5 all assertions contairied theréin. Endonipassed i that” responsfmhty are the estab]jshment
aind mainteiiafice of efféctivé internal control oves financial repbrtirigs - thie'edtiblishriénfand ma:ntenance of
proper accounting records; the selection of appropriate accounting principles; the safeguarding of asgets; fair
presentation of the financial statements with accounting principles generally accepted in the United States of
America; and compHance with relevant laws and regulations. Management is also responsibie for makmg all
finanicial. records and- relate& mfo::m:ahon avmlable 6 us:and- forsthe accuracy and tompletmess of that

mf:urmahon., P T A . LR .:.:

'I'he Company’s management ;lS responsxble for ad}usbng the Exunclal statemen’ts to correct matena_}

sta;ements ang for affirming o us inthe: represeniahon letter that the effects of any unqon;ected.mssta’cemmts

aggregated by us. durmg the current, engageqlenf: and pertammg 1o the latest period presented are Immatenal '
ﬂundlwdually and in the aggregate, to the financial statements taken asawhole. | . . . e

The Company’s management is respons:ble for the design andl imipleidentatioft’ ot ‘programs ahd contréls fo
prevent and detect fraud and for informing us about all known or suspected fraud or illegal agts.affecting the
Company involving management, employees who have significant roles in internal control, “and others where
the fraud ofillegal acts could have amaterial effect on the financial statements. Management’s responsibilities
include informing us-of your knewledge of any allegations of fraud orsuspected fraud orillegal acts affecting
the Company recelved' in-communications: frcfm employees, former employees, regulators, or others: In

B CEI oo e

1 Some ractitioners refer to'include in an gement, letter 3 q}ause that would mdemmi_'}z them.against knowing, Management
n&srepreserli)tanbns in ]ufxsdlchons "Wheie such eé\aﬁlam aré permitted, Ethics Ruimg No. b4 “Ifdemmification Claige mEnga £
Lettersainder Rule 101, Independente (AICPA, Profasswnal Standerds, BT see.'191 par. :188~189); states that tHe following irideninification
clause in an- engagementleﬁer would not impaira CPAs. mdepmdence The client agrees to release, indemnify, and hplds me{us) (and

my {ouz) go er3 and our heirs, executors, personal representatives, succéssors, and ass:gns) harmless from any Liabilify and costs
resulting from knowing misrepresentations by management. Auditors of gubhdy held companies also should consider the applicable
Securities and Exchange Commission rules on-independence before including an indemnification clause in an engagement letter. Note
that the AICPA Professional Ethics Executive Committee (PEEC) Is cusrently addressmg the issne of indemnification dauses.

AAM §3165.02-  Copyright © 2011, American Institute.of Certified Public Accountants, Inc,
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addition, the Company's management:is responsible;for identifying and. ensuring ‘that the:Corporation
complies with applicable laws and regulations. and. for taking-timely and :appropriate steps to rerhedy. any
fraud, illegal acts, or violations of contracts or grant agreements, or abuse that we may repork. .. -

Management is responsible for making-all management decisions and performing all inanagement functions,
for designating an individual with suitable,skill knewledge, or experience to oversee the tax services or.any
other nonattest services we provide, and for evaluating the adequacy and results of those services and

accepimg mpom:bﬂ.xty for them

A A A 1 B S PR RS L) S

Otheas Engagement Mattera amd Lumtaﬁons SRR - .gj-,-.- SRR ,.

As part of oiar engagement for fhe year endmg December 3i 20)0(, wemll review the federal and state incothe
tax returns for Civil War Antiques, Inc. Purther, we-willbe-available dunng the year.to consult w1th you on
the fax. effects of any pmposed transactions or can’templated changes in business pohc:es .

Pio ffsmnal standards reqmre us to be mdependent wl!:h respect fo thre Company in the, perfg;mance of our .
services; Any d;scussmns thatyou ha.ve with personnel of our. ﬁxm regardmg employment could posea ﬂueat

to our mdependence Thetefore, we request that you inform us prior to any such djscussmns 50 that we,can

implement appropriate safeguards to maintain our independence. In addition, if ‘you hire one of our

persornel, you agree.to pay us fee-of XX} percent of that- mdmdual's base campensaﬁon at the Company,

] daysfromtheﬁrsbdayofemploymen Wi vt Y RSP AT S S S

AR} L Sratty e PET- S

.......

Audlt Adnumstraﬁon; FEES, an& Other _.t“"f _-,. ." b s ot

We may from time totims) and dependmg on the diferimstarices, use ﬂrurd party service prowders iri sérving
your account. We mayshare con‘ﬁdenhal 1nfcn:ma‘t:m:‘i1 about you, with these service provﬂers but rémiin

internal pohcles, procedures, and safeguards to protect the conﬁdenhahty ‘of y‘our personial informationt, Th
addition, we will secure confidentiality agreements with. all service providers to maintain the confidentiality
of your. mfo;maton and. we, will take reasonable precauhons to’ detqmune that they, have aPp;opnate
procedures i place toprevent the unauﬁlonzecl release, of your conﬁden,hal mfomlaﬁon to othe.rs In, the eyent
that we are unable to secure an appropriate conﬁdennahty agreement you will be asked o “provide your
consent prior to the sharing of your confidential information with the third party service provider, Further-
more, we will remain responsible for the work provided by any such thn‘d party serwce prowders 2

Auditing standards generally accepted in the United States of Amenca reqmre that we commumcate certam '
additional matters related {o the conduct of our audit to those charged with governance. Such matters include
(1) our responsibilities under auditing standards generally accepted in the Urittédl States 6f America; (2) ait
overview of the planned scope and timing of the audit; (3) significant findings from the audit, including,
among others: (4) the initial selection of and changes in significant accounting policies and their applcation;
(b) the process used by management in formulating particularly sensitive accounting estimates and the basis
for our conclusions regarding the reasonableness of those estimates; (c):sigriificant-difficulties-that We
encountered in dealing with managerhent related to the performance of the audit; {d) audit adjustments that
could, in our judgment, either individually ox in the aggregate, have-a significant effect on your financial
reporting process and uncorrected misstatements of the financial statements that were determined''by
management fo be immaterial, both individually and in the aggregate, to the financial statements taken as a
whole; (¢) any disagreements with management; whether or not satisfactorily resolved, about matters that
individually or in the aggregate could be significant to the financial statements or our report; (f) management
representations; (g) our views about matters that were the subject of management’s consultation with other
accountants about auditing and accounting matters; (4) major issues that were discussed with management
* in connection with the retention of our services, including, among other matters, any discussions regarding
the application of accounting principles and auditing standards, and if applicable, events or conditions

2 Ethics Ruling No. 112, “Use of a 'Ihrd-Parr:y Service Provider to Assist a Member in Providing Professional Services,” under Rule
102, Integrity end Objectivity (AICPA, Professional Standards, ET sec. 191 par. .224-295), raquires that clients be informed if the firm will
outsource professional services to third party service providers. If an audit firm intends to use third party service providers (that is,
entities not controlled by the audit firm or individuals not employed by the audit firm), to perform tE«:trf:ums of the audit (for example,
input tax retwn information, act as a specialist, or audit an element of the financial statements), the client must be informed before
confidential client information is shared with the service provider. If a third party service provider is not used to perform professional
services, this paragraph can be omitted,

AICPA Audit and Accounting Marjual® -« v . d Te et L MM.§3165.'02
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indicating theré could be'a substantial doubt about the'entity’s ability to'continue as a-going concern for a
reasoriable period:of time; and (4)-other matters-as considere necessary or required to be communicated
under professional standards.- :+  -.: T SR . - ce el
Assistance to be supplied by your personnel, including the preparation of schedules and: analyses of accounts,
is described in a-'separate attachment. Timely- complétion of this work.will facilifate the completion of our
andit. ./ - om0 - LT e mey T N e Lt o g
If you intend to publish or otherwise reproduce the financial statements and make reference to our ﬁtm, you
agree to provide us with printers’ proofs or masters for our review: and approval before printing. You also
agree to provide us with a copy of the final-reproduced material for our approval before it is distributed.
R L e T P B LT “ M Y T - :

- 1

Ourfees will be billed as-work progrésses’and: are‘based on the amount of time requited plus out-of pocket
costs and administrative expenses; Invoices dre'payable upon presentation: Qur initial fee estimate assumes
we will receive the aforementioned assistance from your personnel and imexpected circumstances will not be
encountered. We will riotify yoil immediatelyf of arly citéumstances we encounter that could'significantly affect
our Hitial gstimate of total fees, which we estirhaté t6 raiige from BIOXXX to $XX 006 Addjtional elpenses
te expected to be $%)00C" - 7 R R
The-audit documentation.for this-engagement is the+property of Lacko, Lynch, Brown: & Cotipany and
constitutes confidential information. However, we may be requested to make ceértain audit documentation
available to [name of regulator] pursuant to authority given fo it by law or regulation.
If requested, access to such audit documentation will be provided imder the supetvisiont of Lacko; Lynch,
Brown & Company personnel. Furthermore, uppn Tequest, we may provide photocopies of selected. audit
documentationto . ..o . .. [nme of regulator], The 2 [name of

regulator] may Jntend, or-decide, to distributs the hotocopies or inforation contained therein g othérs,
| inclyding governmental agencles... - L. L L L L R
We ar preciaté the opporturiity fo sérve you and trust-that our association will bé a I6Ag and pleasant Ghia. ¢
you'have siny giiestions, please ¢intact us. If this letter correctly, expresses youi' undérstanding, pleasé Sign
tH’e"enc!;(.)Séd':(f?PY vghere'ind_?datéd:'azﬂ _I"Ehl.i‘n, it tc;)‘u'_s.’ . . - -, . :-'_,l‘__‘i.!:‘ . R . e ._ . P . .;

i

i

=2 - . .y Ll i FRFIEIY - L

" Sincerely, »  : vy

LACKO, LYNCEL, BROWN & COMPANY -~ ©  ~™ 7% 7L & v
B A L L R L S X
[Engagemant; Pariner’s Sgmatard] ™ .~ s

et d.a ’ed‘to‘.: ‘:. . . . x;.‘-, VU LS . LT et T . g . . e
4‘:': "tea: an .J.'gre--' O B T v P L TP Yaa. .
.1, - “a: T i L . L N L - T RS L]
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.03 :Change in Cifcumstances From Those.Contemplated in Original Engagement. Lefer - -

Certified Public
MACARTHUR & KENNEY, CPA'S ' Accountants

[Date]

Mr. James Melakon, Treasurer

Nimbus Country Club - L s
64 Vasily Road . TS R
Velikiye Luki, Ohio 10000 ) O .o

Dear Mz Melakon:

As we agreed in our original engagement letter dated [date] we are notifying you that our aud1’c of your
December 31, 20XX financial statements reqmres addlhonal pmcedures’ Coe

- N

We have found that cex:tam guest checks are held for only th::ee xpomhs after they are pald“'I'hus, a substanhal
number of guest checks are not available for examination. Fortunabely, your internal control activities allow
us-to use alternative ‘procedures to satisfy ourselves on this perrt of the audft. However;- this. will reqmre
substantlally more time than exammrlg guest checks . AT H R

‘Ihe fee for these addmonal servxces wﬂlbe billed at our standard.per éJen} retes and added to the fees quoted
in our previous letter. -

The s;hla,tlon has been, discussed w:th your cqrgtro]ler, who assuned us- that in the future all guest chec.ks will
be képt.for two years. B I o . ool o

Fthis Jetter correctly expresses your understandmg, please 51gn the Emcloseci copy ; whét indicated and returia
1ttous. O .oy P et . :

Very trul}f yours;
MACARTHUR & KENNEY, CPA’S

[Engagement Pariner’s S_igﬁahlre]
Accepted and agreed to:

[Client Representative’s Signature]

M e e e T
[Date] - ) ‘
_ Mwa-AuﬁtandAcbom&ﬁg»Maeual- S ' AAM §3165.03
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