EXAMPLE ENGAGEMENT LETTER – TAX RETURN

(Date)

(Client name)

(Address)

Dear ______:

Thank you for selecting [FIRM NAME] for your tax return preparation needs. Until changed by written mutual agreement, this letter sets forth our proposed engagement terms and objectives, defines our respective responsibilities, and limits the scope of the services that we will provide to you or your company. In order to ensure an understanding of our mutual responsibilities, [FIRM NAME] asks all clients for whom returns are prepared to confirm with the following arrangements.
Scope of Services
Scope Limitations. The disclosure of errors, irregularities, or illegal acts such as fraud or defalcations is not contemplated or contained within our engagement. Should any of the aforementioned come to our attention in the course of our services, we may inform you of such matters. 
Agreed upon Services. Please select the applicable box or boxes below indicating the professional services for which you are engaging [FIRM NAME].

· Individual federal and state income tax return preparation for calendar year 20__

· Corporate, partnership, estate, trust, or not-for-profit federal and state income tax return preparation for fiscal year ending 20__. Identify all entities requiring such services here:__________________________________________________________
_____________________________________________________________________

· Compilation of financial statements preparation for fiscal year ending 20__

· Corporate, partnership, estate, trust, or non-for-profit federal and state tax return audits for fiscal year ending 20__. Identify all entities requiring such services here:_________________________________________________________________

_____________________________________________________________________
· Federal and state payroll tax return preparation for calendar year 20__

· Other: _____________________________________________________
Returns are subject to review by the taxing authorities. Resolution of any item by the examining agent against you is subject to certain appeal rights. This engagement does not obligate us to appear for you or otherwise act on your behalf before any State or Federal taxing authority.  Representation in that regard, if any, will be covered by a separate engagement agreement between us.
Firm’s Responsibilities
[FIRM NAME] will prepare the appropriate federal and state tax returns from information that you will furnish. The data that you, as the client, submit to the firm will not be audited or otherwise verified by the firm, although we may ask for clarification of such data. If there is a reasonable justification, all questions involving tax rule application will be in your favor. We will be available to provide answers to specific tax matter inquires and for consultation on income planning.

[FIRM NAME] will provide services that comply with all applicable professional standards and will strive to provide just and reasonable solutions for you. Due to changes in interpretations and the law, as well as due to the uncertainty of legal proceedings, [FIRM NAME] cannot and does not warrant or guarantee the results of any return. 

[FIRM NAME] is responsible only for positions taken on the current-year return and is not responsible for positions on returns for previous year or for returns prepared by another firm or preparer. 

[FIRM NAME] will furnish you with questionnaires and/or worksheets that will help guide you in gathering the information necessary for completion of the returns. Your use of these forms will help keep relevant information from being overlooked. 

Client’s Responsibilities
It is your responsibility to provide all the information required for the preparation of complete and accurate returns. In order to comply with all applicable deadlines, you must provide all necessary information to prepare the return by _____________.  If additional information is needed or requested by us, you agree to provide additional documentation as soon as is practical. You should retain all the supporting documents and other data that form the basis of calculating gross income and appropriate deductions. Contemporaneous record-keeping of your business expenses and business or personal use of any property used by you during the period covered by the above selected returns is the client’s responsibility. In the event of an audit by a taxing authority, these documents may be necessary to prove the accuracy and completeness of the returns. You agree to maintain all of your personal records and documentation arising out of this engagement for a period of at least __ years following [FIRM NAME]’s completion of the returns. Because you have the final responsibility for the estate and inheritance tax returns, you should review the returns carefully before you sign them. 

Fees
Our fees for all services are related to our standard hourly rates in effect at the time services are performed.  Our standard hourly rates vary according to the degree of responsibility involved and the experience level of the personnel assigned to your engagement.  Our professional fee for this engagement will be $___________.  In addition to our fees, you will be responsible for our costs.  "Costs" are out‑of‑pocket expens​es, such as for copies, mileage, postage, long distance tele​phone charges, etc.  Fees and costs will be billed periodically (no more than monthly) and the same will be due and payable upon your receipt of invoice. All fees and costs not paid when due shall bear nine percent (9%) simple annual interest, calculated monthly, from the due date.
Invoices are delinquent after _______ days. [FIRM NAME] may elect to stop all work until payment is received or [FIRM NAME] may elect to terminate providing services. Notice of termination of services will be provided in writing to you. You acknowledge and agree that [FIRM NAME] is not required to continue providing services in the event of non-payment or non-timely payment. You agree that [FIRM NAME] is not liable for damage incurred should [FIRM NAME] stop work and/or terminate services due to non-payment or non-timely payment. In the event suit is filed for the collection of any past due account, you agree to pay all reasonable costs of collection, including reasonable attorneys’ fees. 

In the event that you are a party to any legal proceedings or [FIRM NAME] is otherwise required, whether by your consent or under compulsion of law, to provide documentation and evidence in respect of such proceedings, you agree that in addition to paying us for our professional time expended at our normal hourly rates, that you will wholly indemnify and hold [FIRM NAME] harmless for any legal fees [FIRM NAME] may reasonably incur in order to respond to such requests and provide such evidence.

Other
Penalties provided for by law may be imposed when taxpayers understate their tax liability. If you would like information on the amount or the circumstances of these penalties, please contact our office.

We will preserve the privacy of the information we collect from you in confidence and in accordance with the applicable standard professional rules and ethics.  A copy of our current privacy policy will be provided to you at any time free of charge upon request if one has not already been provided to you in conjunction with this engagement.

We will not disclose your financial documents to third parties without the prior written consent to disclosure by you.

You may terminate this engagement at any time; however, you will be responsible for the pro-rata payment for our services up to the date of termination in relation to the amount of work completed as to the entire project.  We may terminate this engagement, but only if factors are present that would allow us to do so pursuant to the AICPA Code of Professional Conduct, and in such event, you will be responsible for the pro-rata payment for our services up to the date of termination in relation to the amount of work completed as to the entire project.

Email Communication.  In connection with this engagement, we may communicate with you or others via email transmission if you provide us permission to do so. You should be aware that there are many risks in communicating through e-mail.  There is a risk that a message may be intercepted as it travels either through the Internet or through the network to which your computer is connected. There is also a risk that a message may be intercepted through the individual computer that you use to send or receive e-mails.  Someone else may be able to access your e-mail either from the same Internet account or through e-mail stored on the computer itself. Computers are frequently set up to store all e-mail sent and/or received.  In addition, many computers create “temporary” files that may backup your e-mail messages.  Because e-mail is a continually changing technology, there may be other risks not specifically mentioned in this paragraph.  If after taking into consideration the risk of e-mail, you wish to communicate with me by e-mail, please put your e-mail address in the appropriate blank at the end of the letter.

Additionally, we specifically disclaim and waive any liability or responsibility whatsoever for interception or unintentional disclosure of emails transmitted by us in connection with the performance of this engagement. In that regard, you agree that we shall have no liability for any loss or damage to any person or entity resulting from the use of email transmissions, including any consequential, incidental, direct, indirect, or special damages, such as loss of revenues or anticipated profits, or disclosure or communication of confidential or proprietary information.
Record Retention Policy.  We will retain all records and work performed on your behalf consistent with our record retention policy, or for as long as is required by law.  A copy of our current record retention policy will be provided to you at any time free of charge upon request if one has not already been provided to you in conjunction with this engagement.

Reliance on Client Information and Documents.  Our work on the project described herein is subject to and we are relying on the adequacy and veracity of the documents and information provided by you.  Therefore, it is very important that the information provided by you is complete and accurate.

This engagement letter shall be governed as to validity, interpretation, construction, effect and in all other respects by the laws and decisions of [STATE]. In the event of commencement of any legal action regarding any term or condition of this engagement, such action, by agreement is to be subject to the jurisdiction of the courts of [STATE] or its political subdivisions. [Note: an ADR clause can be inserted here instead of a jurisdictional clause.]
You may not assign the engagement letter or the terms contained herein to any other party without our prior written consent. These terms and the engagement letter will be binding on our successors and assigns. Except as expressly provided herein, there are no third-party beneficiaries to the engagement letter or to these terms.

Thank you again for the opportunity to meet all your tax preparation needs. If the foregoing fairly sets forth your understanding, please sign the enclosed copy of this letter in the space indicated and return it to our office. If there are additional or other tax returns that you expect [FIRM NAME] to prepare, please contact our office.

This engagement will not become effective until this engagement letter has been signed by the client and a signed engagement letter has been returned to us.  The client information contained in the client signature portion of this engagement letter will designate the person(s) that the client has designated to be our contacts person(s) for purposes of this engagement.  We may rely on the contact information set forth below in providing any notices or making contact with you.

Sincerely,

[FIRM NAME]
_____________________
Signature
I/WE AGREE TO THE ABOVE TERMS.

______________________________


________________________

Client’s Signature




DATE

_______________________________________________________________________

Print Name and Title for Contact Persons

I have read about the risks of e-mail above and I consent to communication by e-mail.  My e-mail address is: _________________________________________________.

Client Contact Information 

Address:  _____________________________________________________________________

Telephone:  ___________________________________________________________________

Facsimile:  ____________________________________________________________________ 

· Please note, for joint return engagements, both spouses must sign. 

· For dependents, if preparation of a return is required, a separate engagement letter is also required.
· If multiple owners exist for a corporation, multiple signatures are required on the engagement letter. For additional information, please contact our office.
· Please complete this form in blue ink. 
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