__________________, 200_
Board of Directors

[Company Name]

[Company Address]

Dear Board Members:

This letter is to confirm our understanding of the terms and objectives of our engagement and the nature and limitations of the services we will provide.

We will perform the following services:

1. We will compile, from information you provide, the annual and interim balance sheets and the related statements of income, retained earnings, and cash flow of [Client Name] for the year [Year] and each year thereafter.  We will not audit or review such financial statements.

Our report on the annual financial statements of [Client Name] is expected to read as follows:

We have compiled the accompanying balance sheet of [Client Name] as of December 31, [Year], and the related statements of income, retained earnings, and cash flows for the year then ended, in accordance with Statements on Standards for Accounting and Review Services issued by the American Institute of Certified Public Accountants.

A compilation is limited to presenting in the form of financial statements information that is the representation of management.  We have not audited or reviewed the accompanying financial statements and, accordingly, do not express an opinion or any other form of assurance on them.
If management elects to omit substantially all disclosures, we will include an additional paragraph that will read as follows:

Management has elected to omit substantially all of the disclosures required by generally accepted accounting principles.  If the omitted disclosures were included in the financial statements, they might influence the user’s conclusions about the Company’s financial position, results of operations, and cash flows.  Accordingly, these financial statements are not designed for those who are not informed about such matters.

If, for any reason, we are unable to complete the compilation of your financial statements, we will not issue a report on such statements as a result of this engagement.

2. We will assist your bookkeeper in adjusting the books of accounts so that he or she will be able to prepare a working trial balance from which financial statements can be compiled.  Your bookkeeper will provide us with a detailed trail balance and any supporting schedules we require.
Our engagement cannot be relied upon to disclose errors, irregularities, or illegal acts, including fraud or defalcations, that may exist.  However, we will inform you of any material errors, irregularities, or illegal acts that we become aware of during our engagement.

Our fees for this work will be at our regular hourly rates for the individuals involved plus direct out-of-pocket expenses.  Payment for service if due when rendered, and interim billings may be submitted as work progresses and expenses are incurred.

Billings become delinquent if not paid within [Specify number of days] days of the invoice date.  If billings are past due in excess of [Specify number of days] days, we will stop all work until your account is brought current, or withdraw from this engagement.  [Client] acknowledges and agrees that we are not required to continue work in the event of [Client’s] failure to pay on a timely basisfor services rendered as required by this engagement letter.  [Client] further acknowledges and agrees that in the event we stop work or withdraw from this engagement as a result of [Client’s] failure to pay on a timely basis for services rendered as required by this engagement letter, we shall not be liable to [Client] for any damages that occur as a result of our ceasing to render services.

We will require a retainer of $[Amount], which will be applied to current billings as required.

If any dispute arises among the parties hereto, the parties agree first to try in good faith to settle the dispute by mediation administered by the American Arbitration Association under its Rules for Professional Accounting and Related Services Disputes before resorting to litigation.  The costs of any mediation proceeding shall be shared equally by all parties.

Client and accountant both agree that any dispute over fees charged by the accountant to the client will be submitted for resolution by arbitration in accordance with the Rules for Professional Accounting and Related Services Disputes of the American Arbitration Association.  Such arbitration shall be binding and final.  IN AGREEING TO ARBITRATION, WE BOTH ACKNOWLEDGE THAT, IN THE EVENT OF A DISPUTE OVER FEES CHARGED BY THE ACCOUNTANT, EACH OF US IS GIVING UP THE RIGHT TO HAVE THE DISPUTE DECIDED IN A COURT OF LAW BEFORE A JUDGE OR JURY AND INSTEAD WE ARE ACCEPTING THE USE OF ARBITRATION FOR RESOLUTION.

We shall be pleased to discuss this letter with you at any time.

If the foregoing is in accordance with your understanding, please sign the copy of this letter in the space provided and return it to us.

Sincerely,

David Lyall, C.P.A.

David’s Accounting, Tax, and Advisory Services, Inc.

352 W. 63rd St.

Willowbrook, IL 60527

(630) 986-9074

Acknowledged:

__________________________________

[Client Representative]

[Client Name]

__________________________________

Date

