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Exhibit A — lllustrative Engagement Letters
(Ref: par. .A29)

Illustration 1 — An Engagement Letter for a Review Engagement With Re-
spect to Financial Statements Prepared in Accordance With Accounting Prin-
ciples Generally Accepted in the United States of America

Illustration 2 — An Engagement Letter for a Review Engagement With Re-
spect to Financial Statements Prepared in Accordance With the Tax Basis of
Accounting

The illustrative engagement letters in this exhibit are intended as illustrations
that may be used in conjunction with the considerations outlined in Statements
on Standards for Accounting and Review Services. The engagement letter will
vary according to individual requirements and circumstances, and the illustra-
tions are drafted to refer to a review engagement for a single reporting period.
The accountant may seek legal advice about whether a proposed letter is suit-
able.

lllustration 1 — An Engagement Letter for a Review Engagement With Respect
to Financial Statements Prepared in Accordance With Accounting Principles
Generally Accepted in the United States of America

Circumstances include the following:

® The accountant will prepare, as a nonattest service, the financial
statements, including related notes, subject to the review engage-
ment.

® The financial statements will be prepared in accordance with ac-
counting principles generally accepted in the United States of
America.

To the appropriate representative of management of ABC Company:!

You ? have requested that we prepare the financial statements of ABC Com-
pany, which comprise the balance sheet as of December 31, 20XX, and the re-
lated statements of income, changes in stockholders' equity, and cash flows for
the year then ended, and the related notes to the financial statements and per-
form a review engagement with respect to those financial statements.® We are
pleased to confirm our acceptance and understanding of this engagement by
means of this letter.

Our Responsibilities
The objective of our engagement is to

1 The addresses and references in the engagement letter would be those that are appropriate in
the circumstances of the review engagement, including the relevant jurisdiction. It is important to
refer to the appropriate persons. See paragraph .A25.

2 Throughout this engagement letter, references to you, we, us, management, and accountant
would be used or amended as appropriate in the circumstances.

3 The accountant may include other nonattest services to be performed as part of the engagement,
such as income tax preparation and bookkeeping services.

AR-C §90.A214 ©2020, AICPA



Review of Financial Statements 4399

a. prepare financial statements in accordance with accounting prin-
ciples generally accepted in the United States of America based
on information provided by you and

b. obtain limited assurance as a basis for reporting whether we are
aware of any material modifications that should be made to the
financial statements in order for the statements to be in accor-
dance with accounting principles generally accepted in the United
States of America.

We will conduct our engagement in accordance with Statements on Standards
for Accounting and Review Services (SSARSs) promulgated by the Accounting
and Review Services Committee of the AICPA and comply with the AICPA's
Code of Professional Conduct, including ethical principles of integrity, objectiv-
ity, professional competence, and due care.

A review engagement includes primarily applying analytical procedures to your
financial data and making inquiries of company management. A review engage-
ment is substantially less in scope than an audit engagement, the objective of
which is the expression of an opinion regarding the financial statements as a
whole. A review engagement does not contemplate obtaining an understanding
of the entity's internal control; assessing fraud risk; testing accounting records
by obtaining sufficient appropriate audit evidence through inspection, observa-
tion, confirmation, or the examination of source documents; or other procedures
ordinarily performed in an audit engagement. Accordingly, we will not express
an opinion regarding the financial statements.

Our engagement cannot be relied upon to identify or disclose any financial
statement misstatements, including those caused by error or fraud, or to iden-
tify or disclose any wrongdoing within the entity or noncompliance with laws
and regulations. However, we will inform the appropriate level of management
of any material errors and any evidence or information that comes to our atten-
tion during the performance of our review procedures that indicates fraud may
have occurred. In addition, we will report to you any evidence or information
that comes to our attention during the performance of our review procedures
regarding noncompliance with laws and regulations that may have occurred,
unless they are clearly inconsequential.

Your Responsibilities

The engagement to be performed is conducted on the basis that you acknowl-
edge and understand that our role is to prepare financial statements in accor-
dance with accounting principles generally accepted in the United States of
America and to obtain limited assurance as a basis for reporting whether we
are aware of any material modifications that should be made to the financial
statements in order for the statements to be in accordance with accounting
principles generally accepted in the United States of America. You have the
following overall responsibilities that are fundamental to our undertaking the
engagement in accordance with SSARSs:

a. The selection of accounting principles generally accepted in the
United States of America as the financial reporting framework to
be applied in the preparation of the financial statements

b. The preparation and fair presentation of the financial statements
in accordance with accounting principles generally accepted in
the United States of America and the inclusion of all informative
disclosures that are appropriate for accounting principles gener-
ally accepted in the United States of America

c¢. The design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of the financial
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statements that are free from material misstatement, whether
due to fraud or error

d. The prevention and detection of fraud

e. To ensure that the entity complies with the laws and regulations
applicable to its activities

. The accuracy and completeness of the records, documents, expla-
nations, and other information, including significant judgments,
you provide to us for the engagement

g To provide us with

i. access to all information of which you are aware is rele-
vant to the preparation and fair presentation of the finan-
cial statements, such as records, documentation, and other
matters

ii. additional information that we may request from you for
the purpose of the review engagement

iii. unrestricted access to persons within the entity of whom
we determine it necessary to make inquiries

h. To provide us, at the conclusion of the engagement, with a letter
that confirms certain representations made during the review

You are also responsible for all management decisions and responsibilities, and
for designating an individual with suitable skills, knowledge, and experience
to oversee our preparation of your financial statements. You are responsible
for evaluating the adequacy and results of services performed and accepting
responsibility for such services.

Our Report

[Insert appropriate reference to the expected form and content of the accountant's
review report. Example follows.]

We will issue a written report upon completion of our review of ABC Company's
financial statements. Our report will be addressed to the board of directors of
ABC Company. We cannot provide assurance that an unmodified accountant's
review report will be issued. Circumstances may arise in which it is neces-
sary for us to report known departures from accounting principles generally
accepted in the United States of America, add an emphasis-of-matter or other-
matter paragraph(s), or withdraw from the engagement. If, for any reason, we
are unable to complete the review of your financial statements, we will not issue
a report on such statements as a result of this engagement.

You agree to include our accountant's review report in any document containing
financial statements that indicates that such financial statements have been
reviewed by us and, prior to inclusion of the report, to ask our permission to do
S0.

Other Relevant Information
Our fees for these services. . .

[The accountant may include language, such as the following, regarding limita-
tion of or other arrangements regarding the liability of the accountant or the en-
tity, such as indemnification to the accountant for liability arising from knowing
misrepresentations to the accountant by management (regulators may restrict
or prohibit such liability limitation arrangements):

You agree to hold us harmless and to release, indemnify, and defend us from
any liability or costs, including attorney's fees, resulting from management's
knowing misrepresentations to us or resulting from any actions against us by

AR-C §90.A214 ©2020, AICPA



Review of Financial Statements 4401

third parties relying on the financial statements described herein except for our
own intentional wrongdoing.]

Please sign and return the attached copy of this letter to indicate your acknowl-
edgement of, and agreement with, the arrangements for our engagement to pre-
pare the financial statements described herein and to perform a review of those
same financial statements and our respective responsibilities.

Sincerely yours,

[Signature of accountant or accountant's firm]
Acknowledged and agreed on behalf of ABC Company by:

[Signed]
[Name and Title]

[Date]

[Revised, February 2015, to include additional required engagement letter ele-
ments; Paragraph subsequently renumbered by the issuance of SSARS No. 24,
May 2018.]

lllustration 2 — An Engagement Letter for a Review Engagement With Respect
to Financial Statements Prepared in Accordance With the Tax Basis of
Accounting

Circumstances include the following:

® The accountant will prepare, as a nonattest service, the financial
statements, including related notes, subject to the review engage-
ment.

® The financial statements will be prepared in accordance with the
tax basis of accounting.

To the appropriate representative of management of ABC Company:!

You 2 have requested that we prepare the financial statements of ABC Com-
pany, which comprise the statement of assets, liabilities, and equity—tax basis
as of December 31, 20XX, and the related statements of operations and retained
earnings—tax basis, and cash flows—tax basis for the year then ended, and the
related notes to the financial statements and to perform a review engagement
with respect to those financial statements.® We are pleased to confirm our ac-
ceptance and our understanding of this engagement by means of this letter.

Our Responsibilities
The objective of our engagement is to

a. prepare financial statements in accordance with the tax basis of
accounting based on information provided by you and

1 The addresses and references in the engagement letter would be those that are appropriate in
the circumstances of the review engagement, including the relevant jurisdiction. It is important to
refer to the appropriate persons. See paragraph .A25.

2 Throughout this engagement letter, references to you, we, us, management, and accountant
would be used or amended as appropriate in the circumstances.

3 The accountant may include other nonattest services to be performed as part of the engagement,
such as income tax preparation and bookkeeping services.
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b. obtain limited assurance as a basis for reporting whether we are
aware of any material modifications that should be made to the fi-
nancial statements in order for the statements to be in accordance
with the tax basis of accounting.

We will conduct our review engagement in accordance with Statements on
Standards for Accounting and Review Services (SSARSs) promulgated by the
Accounting and Review Services Committee of the AICPA and comply with the
AICPA's Code of Professional Conduct, including ethical principles of integrity,
objectivity, professional competence, and due care.

A review engagement includes primarily applying analytical procedures to your
financial data and making inquiries of company management. A review engage-
ment is substantially less in scope than an audit engagement, the objective of
which is the expression of an opinion regarding the financial statements as a
whole. A review engagement does not contemplate obtaining an understanding
of the entity's internal control; assessing fraud risk; testing accounting records
by obtaining sufficient appropriate audit evidence through inspection, observa-
tion, confirmation, or the examination of source documents; or other procedures
ordinarily performed in an audit engagement. Accordingly, we will not express
an opinion regarding the financial statements.

Our engagement cannot be relied upon to identify or disclose any financial
statement misstatements, including those caused by error or fraud, or to iden-
tify or disclose any wrongdoing within the entity or noncompliance with laws
and regulations. However, we will inform the appropriate level of management
of any material errors and any evidence or information that comes to our atten-
tion during the performance of our review procedures that indicates fraud may
have occurred. In addition, we will report to you any evidence or information
that comes to our attention during the performance of our review procedures
regarding noncompliance with laws and regulations that may have occurred,
unless they are clearly inconsequential.

Your Responsibilities

The engagement to be performed is conducted on the basis that you acknowl-
edge and understand that our role is to prepare financial statements in accor-
dance with the tax basis of accounting and to obtain limited assurance as a
basis for reporting whether we are aware of any material modifications that
should be made to the financial statements in order for the statements to be
in accordance with the tax basis of accounting. You have the following overall
responsibilities that are fundamental to our undertaking the engagement in
accordance with SSARSs:

a. The selection of the tax basis of accounting as the financial report-
ing framework to be applied in the preparation of the financial
statements

b. The preparation and fair presentation of the financial statements
in accordance with the tax basis of accounting and the inclusion of
all informative disclosures that are appropriate for the tax basis
of accounting. This includes

i. a description of the tax basis of accounting, including a
summary of significant accounting policies, and how the
tax basis of accounting differs from accounting principles
generally accepted in the United States of America, the ef-
fects of which need not be qualified

ii. informative disclosures similar to those required by ac-
counting principles generally accepted in the United
States of America
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c¢. The design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of the financial
statements that are free from material misstatement, whether
due to fraud or error

d. The prevention and detection of fraud

e. To ensure that the entity complies with the laws and regulations
applicable to its activities

f The accuracy and completeness of the records, documents, expla-
nations, and other information, including significant judgments,
you provide to us for the engagement

g To provide us with

i. access to all information of which you are aware is rele-
vant to the preparation and fair presentation of the finan-
cial statements, such as records, documentation, and other
matters

ii. additional information that we may request from you for
the purpose of the review engagement

iii. unrestricted access to persons within the entity of whom
we determine it necessary to make inquiries

h. To provide us, at the conclusion of the engagement, with a letter
that confirms certain representations made during the review

You are also responsible for all management decisions and responsibilities and
for designating an individual with suitable skills, knowledge, and experience
to oversee our preparation of your financial statements. You are responsible for
evaluating the adequacy and results of the services performed and accepting
responsibility for such services.

Our Report

[Insert appropriate reference to the expected form and content of the accountant's
review report. Example follows.]

We will issue a written report upon completion of our review of ABC Company's
financial statements. Our report will be addressed to the board of directors of
ABC Company. We cannot provide assurance that an unmodified accountant's
review report will be issued. Circumstances may arise in which it is neces-
sary of us to report known departures from the tax basis of accounting, add
an emphasis-of-matter or other-matter paragraph(s), or withdraw from the en-
gagement. If, for any reason, we are unable to complete the review of your fi-
nancial statements, we will not issue a report on such statements as a result of
this engagement.

Our report will state that the financial statements are prepared in accordance
with tax basis of accounting, which is a basis of accounting other than account-
ing principles generally accepted in the United States of America. Our conclu-
sion will not be modified with respect to this matter.

You agree to include our accountant's review report in any document containing
financial statements that indicates that such financial statements have been
reviewed by us and, prior to inclusion of the report, to ask our permission to do
S0.

Other Relevant Information
Our fees for these services. . .

[The accountant may include language, such as the following, regarding limita-
tion of or other arrangements regarding the liability of the accountant or the en-
tity, such as indemnification to the accountant for liability arising from knowing
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misrepresentations to the accountant by management (regulators may restrict
or prohibit such liability limitation arrangements):

You agree to hold us harmless and to release, indemnify, and defend us from
any liability or costs, including attorney's fees, resulting from management's
knowing misrepresentations to us or resulting from any actions against us by
third parties relying on the financial statements described herein except for our
own intentional wrongdoing.]

Please sign and return the attached copy of this letter to indicate your acknowl-
edgement of, and agreement with, the arrangements for our engagement to pre-
pare the financial statements described herein and to perform a review with
respect to those same financial statements and our respective responsibilities.

Sincerely yours,

[Signature of accountant or accountant's firm]
Acknowledged and agreed on behalf of ABC Company by:

[Signed]
[Name and Title]

[Date]

[Revised, February 2015, to include additional required engagement letter ele-
ments. Paragraph renumbered by the issuance of SSARS No. 23, October 2016.
Paragraph subsequently renumbered by the issuance of SSARS No. 24, May

2018. Paragraph subsequently renumbered by the issuance of SSARS No. 25,
February 2020.]
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