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21st century 

accountants face 
growing risk  

 
"Becoming involved in a lawsuit is 
like being ground to bits in a slow 
mill; it's being roasted in a slow 
fire; it's being stung to death by 
single bees; it's being drowned by 
drops; it's going mad by grains." -- 
Charles Dickens (1853).  
 
A quick question ... does your 
practice face more or less risk 
today than it did five years ago?  
 
I think most of you will agree with 
me without hesitation when I say, 
"MORE risk." There are several 
reasons I say this, but some stand 
out more than others.  
 
First of all, since 2000 -- on the 
heels of the financial reporting 
fiascos that we all remember 
associated with Waste 
Management, Andersen/Enron, 
WorldCom, et al. -- it appears that 
judges have been less likely to 
throw out cases against CPAs 
than they once were. Judges grant 
fewer motions for summary 
judgment and seem to require 
additional discovery before 
rendering decisions on cases.  
 
It seems that, in almost every 
case, we are required to perform 
an extensive amount of discovery 
before we can possibly reach a 
settlement. Of course, this entails 
subpoenas, depositions, hiring 
expert witnesses and countless 
hours of time spent by our 
member firms that happen to get 
sued.  
 
CPA Mutual's claims experience 
bears this out.  
 
Click to read more from Bill 
Thompson.  

 

 

 
From the editor  
 
We are happy to introduce you to our newest newsletter. The 
risk management experts at CPA Mutual Insurance Company 
of America RRG (CPA Mutual) have agreed to provide the 
AccountingWEB audience with insights and practical risk 
management tips for protecting you and your practice from 
needless litigation. Articles in this and future newsletters will 
cover best practice guidelines helping you reduce your 
exposure to needless and costly lawsuits. We hope you find 
this information useful and worthwhile.  

 
 

 
CPA Objectivity Important When Valuing a 
Business  

 
It has long been established that the CPA must meet certain 
standards of independence, objectivity and integrity when 
performing attest services. Similarly, certain standards are 
called into play when a CPA performs a business valuation.  

 
 

 
Cover Your Notes: Confidentiality Depends 
on Role of Accountant  

 
A business owner calls a meeting to discuss the tax 
consequences of a particular business transaction. Two years 
later, the business is involved in litigation related to the 
transaction, and the plaintiff seeks to discover the outside 
accountant's notes from the initial meeting.  

 
 

 
Divorce Cases Hold Potential Liabilities for 
Accountants  

 
When clients divorce, accountants are put in a variety of 
uncomfortable positions. Divorcing clients are rarely pleased 
with the terms of their divorce, and the accountant is an 
attractive target to blame for a less than favorable outcome.  

 
 

 
Due Diligence Found Lacking in Recent 
Case  

 
Exercising due diligence is a big deal to the IRS. CPA Tim W. 
Kaskey discovered that the hard way. He was disbarred for 
failing to exercise due diligence in preparing tax returns for a 
corporation and its husband and wife shareholders.  

 
 

 
Quick Links  

 
More About Us  
 
Professional Liability Quick Quote  
 
Employment Practices Liability Quick Quote  

  

CPA Mutual was formed in 1986 to serve the accountants' professional liability sector. The 
company has expanded over the decades to include coverage for outside defense cost, aggregate 
limits and deductibles, electronic data coverage, employment practices liability, and limited liability 
for small firms that do not provide attestation services. Our focus is and has always been the CPA 
market. Our goal is to exceed your expectations! For more information, please contact William 
Thomson, bthomson@cpamutual.com, 800-543-3029. 
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