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Indemnity Provisions 
Q.  What purpose does an indemnity provision serve and 
should I include one in my engagement letters? 
 
A.  As an accounting professional providing services to 
clients that can range from preparation of a simple tax 
return to the audit of a complex financial statement, 
you are at risk for being named or joined in civil or 
administrative proceedings.  The potential cost of such 
claims can far exceed the compensation for such 
services.  Including an indemnity provision in your 
engagement letters can limit the likelihood or effect of 
claims.   
 
An indemnity provision requires one party to the 
agreement to pay expenses incurred by the other party, 
as well as potential damages awarded against that 
party, in the event a claim is made arising from services 
provided.  Indemnity provisions can be used to address 
various circumstances.  For instance, an indemnity 
provision may apply to damages awarded against an 
accountant in a claim brought by a third party.  Or, an 
indemnity provision might apply to the costs and fees 
associated with defending a professional liability claim.  
 
Indemnity provisions are not uncommon, and are 
normally enforceable. However, states may render an 
indemnity provision unenforceable if it affords 
indemnity for gross negligence, intentional acts, or 
willful misconduct, as doing so may violate public 
policy.” For this reason, it is best to seek a local 
attorney’s advice regarding the appropriate indemnity 
language to use within your engagement letters.  
Additionally, there are practical considerations to 
including an indemnity provision in an engagement 
letter.  They include the actual value of the provision, 

the applicability of the provision to every type of claim, 
and whether there may be issues in seeking 
enforcement of the provision.  For more information, 
please see our Advisory Bulletin “Accountants 
Indemnity.” 
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