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MODEL ENGAGEMENT LETTER FOR AUDITS 
 
 

Insert full name and 
Address of client 
 
Dear [insert exact name of person to whom the letter is addressed]: 
 
Re: Engagement Letter for Audit of [insert name of corporation, entity, or entities] for the time 
period beginning __/__/____ and ending __/__/____. 
 
 Thank you for selecting our accounting firm, [insert name of your accounting firm], to assist you 
with needed audit work.  We are sending you this engagement letter to confirm the terms of, and limitations 
upon, the audit services that our accounting firm has agreed to perform on behalf of [List by exact name 
the corporation or other entity or entities being audited, hereafter referred to as “Company”.] 
 
 We will audit the consolidated balance sheet of the Company [or entity] whose name is set forth 
above as of [the date of the balance sheet being audited] and the related consolidated statements of 
operations, retained earnings or deficit, and cash flows for the year then ended.  The objective of our audit 
will be to express an opinion about whether your consolidated financial statements are fairly presented in 
all material respects, in conformity with accounting principles and auditing standards generally accepted in 
the United States of America.  Our audit will include tests of your accounting records and other procedures 
that we consider necessary to enable us to express such an opinion.  Should our opinion be other than 
unqualified, we will discuss the reasons with you in advance before we issue our opinion.  If for any 
reason, we are unable to complete the audit or are unable for any reason to form an opinion, we may 
decline to express an opinion or to issue a report as a result of the engagement. 
 
 Our audit procedures will include tests of documentary evidence supporting the transactions 
recorded in the accounts, tests of the physical existence of inventories, and the direct confirmation of 
receivables and payables and as needed the confirmation of certain other assets and liabilities by 
communications with selected customers, creditors and financial institutions.  We will also as needed as 
part of the engagement request written representations from your attorneys, including about pending 
litigation, and they many bill you for these exchanges of information.  At the conclusion of our audit, we 
will require certain written representations from you about your financial statements or related matters. 
 
 Our engagement cannot be relied upon to disclose errors, fraud, or other illegal acts that may exist.  
We will, however, inform you of any material errors or fraud that comes to our attention.  We will also 
inform you of any other illegal acts that come to our attention, unless they are clearly inconsequential.  An 
audit only includes examining on a test basis evidence supporting the amounts and disclosures in the 
financial statements.  We will also plan and perform the audit to obtain reasonable assurance about whether 
the financial statements are free of material misstatement.  But an audit is designed only to provide 
reasonable, but not absolute, assurance, and therefore we will not perform detailed examination of all 
transactions; this means there is a risk that material errors, fraud, or illegal acts may exist and not be 
detected by us.  Our responsibility as auditors is limited to the period covered by our audit and does not 
extend to any prior or later periods for which we have not been engaged as auditors. 
 
 [Prior to the preparation and execution of this engagement letter, we discussed with you the 
fact that we can provide clients with services specifically focused on identifying and addressing 
weaknesses in internal controls (sometimes referred to as internal control review) and on searching 
for the existence of fraud within your company (a fraud audit).  We further explained the additional 
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costs associated with such different levels of professional work.  After consideration of such possible 
professional work, you have advised us that you wish only to retain us for the audit services as 
described and limited in this letter.] 
 
 Our audit will include obtaining an understanding of your internal controls sufficient to plan the 
audit and to determine the timing, nature, and extent of audit procedures to be performed.  An audit, 
however, is not designed to provide assurance of internal controls or to identify reportable conditions of 
significant deficiencies or material weaknesses in the design or operation of internal control.  We 
accordingly have no responsibility to identify or communicate significant deficiencies or material 
weaknesses in your internal controls as part of this engagement, and our engagement cannot be relied upon 
to disclose any such deficiencies or weaknesses.  But if we become aware during the course of the audit of 
any such reportable conditions, we will communicate them to you. 
 
 It is your responsibility quite apart from this audit to adopt sound accounting policies, to maintain 
an adequate and efficient accounting system, to authorize and maintain adequate records regarding 
transactions, and for devising a system of internal controls that will for example help assure the preparation 
of proper financial statements.  It is also your responsibility to adjust financial statements to correct 
material misstatements and to confirm for us in the management representation letter you must provide 
during the course of the audit that the effects of any uncorrected misstatements aggregated by us during the 
current engagement that pertain to the latest period presented are immaterial, both individually and in the 
aggregate, to the financial statements taken as a whole. 
 
 So too it is your responsibility to design and implement programs and controls to prevent and detect 
fraud and to inform us regarding all known or suspected fraud affecting the Company involving either 
management, employees who have significant roles in internal control, or other employees where the fraud 
could have a material effect on the financial statements.  You are also responsible for informing us of your 
knowledge of any allegations of fraud or suspected fraud affecting the Company received from any source.  
Moreover, you are responsible for identifying and making sure that the Company complies with applicable 
laws and regulations. 
 

Our audit will be conducted on the basis that [management and, when appropriate, those charged 
with governance] acknowledge and understand that they have the responsibility: 
 

a. for the preparation and fair presentation of the financial statements in accordance with 
accounting principles generally accepted in the United States of America;  

 
b. for the design, implementation, and maintenance of internal control relevant to the preparation 

and fair presentation of financial statements that are free from material misstatement, whether 
due to fraud or error; and 

 
c. 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 such as records, documentation, and other 
matters;  

 
ii. additional information that we may request from [management] for the purpose of the audit; 

and  
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iii. unrestricted access to persons within the entity from whom we determine it necessary to 
obtain audit evidence. 

 
As part of our audit process, we will request from [management and, when appropriate, those charged with 
governance], written confirmation concerning representations made to us in connection with the audit. 
 
 Our fees for this engagement are set forth on the attached rate sheet.  In addition you agree to 
reimburse us for all needed cash disbursements incurred in the performance of this audit.  Prior to 
commencing our services we will require that you provide us with a retainer in the amount of _________, 
which will be applied against our final invoice with any unused portion returned to you upon payment of all 
our outstanding fees and costs with respect to this audit engagement. 
 
 We will issue a written audit report upon completion of our audit of     financial 
statements.  Our report will be addressed to the board of directors of    .  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 an emphasis-of-matter or other-matter paragraph(s), or 
withdraw from the engagement. 
 
 In the event we are required to respond to a subpoena, court order, or other legal process for the 
production of documents or testimony relative to information we obtained or prepared during the course of 
this engagement, you agree to compensate us at our hourly rates, as set forth above, for the time we expend 
in connection with any such response and to further compensate us for any cash disbursements incurred in 
connection with any such response. 
 
 We need to have you sign where indicated at the bottom of this letter agreement, and return one 
signed copy to us in the stamped self-addressed envelope, to confirm that you agree that this engagement 
letter fairly sets forth the agreement between us regarding both the terms of and limitations upon the audit 
services that we have agreed to provide on your behalf.  Should you have any questions about this needed 
requirement or any of the provisions set forth above in this engagement letter, feel free to contact us. 
 
     Very Truly Yours, 
 
 
     ________________________, 
     [On behalf of the accounting  
     firm of __________________] 
  
 
ACCEPTED AND AGREED TO BY 
[Complete Name of Client or Clients] 
 
 
By:________________________  Date: ___________________ 
 [Name of signatory] 
 [Title of Signatory] 
 
 

 

 



SAMPLE ONLY – DO NOT USE WITHOUT CONSULTING YOUR ATTORNEY 

 

 

 

The Travelers Accountants Professional Liability Engagement Letter Matrix and associated materials were prepared with 
substantial assistance and contribution from the law firms of Litchfield Cavo. LLP and Carlock Copeland. 

The information provided in this document is intended for use as a guideline and is not intended as, nor does it constitute, legal or professional 
advice. Travelers does not warrant that adherence to, or compliance with, any recommendations, best practices, checklists, or guidelines will 
result in a particular outcome. In no event will Travelers or any of its subsidiaries or affiliates be liable in tort or in contract to anyone who has 
access to or uses this information. Travelers does not warrant that the information in this document constitutes a complete and finite list of 
each and every item or procedure related to the topics or issues referenced herein. Furthermore, federal, state or local laws, regulations, 
standards or codes may change from time to time and the reader should always refer to the most current requirements. This material does not 
amend, or otherwise affect, the provisions or coverages of any insurance policy or bond issued by Travelers, nor is it a representation that 
coverage does or does not exist for any particular claim or loss under any such policy or bond. Coverage depends on the facts and 
circumstances involved in the claim or loss, all applicable policy or bond provisions, and any applicable law. 
 
Travelers Casualty and Surety Company of America and its property casualty affiliates, One Tower Square, Hartford, CT  06183 
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