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SUMMARY

The Supreme Court of Oregon held that an accounting firm was not liable for a client's alleged losses
resulting from market-price fluctuations during a delayed securities offering when those market forces
were unrelated to the firm's negligence. Although the firm's conduct was a factual cause of the delay,
the market losses were not a reasonably foreseeable consequence of the negligent accounting conduct
as a matter of law. The court reversed the Court of Appeals and affirmed summary judgment for the
accounting firm.
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QUESTIONS PRESENTED

1. Whether an accounting firm may be held liable for economic damages measured by a decline in the
client's stock price during a delayed securities offering when the decline was caused by market forces
unrelated to the firm's negligent conduct.

2. Whether the alleged market loss was a reasonably foreseeable consequence within the scope of the
accountant's duty to its client.

3. Whether summary judgment was proper on the claim for market-based damages.

HOLDINGS

1. An accountant whose negligence delays a client's securities offering is not liable for damages measured
by a decline in the client's stock price when the decline was caused by market forces unrelated to the
accountant's conduct.

2. Although an accountant-client relationship may establish a duty to provide competent accounting
services, that duty does not, absent a specific source of law establishing a broader obligation, include a
duty to protect the client from fluctuations in the market price of its stock.

3. Summary judgment for Coopers & Lybrand was proper because the undisputed record established as a
matter of law that the claimed decline in stock value was not a reasonably foreseeable consequence of
the firm's negligence.

KEY QUOTATIONS

“There is sufficient evidence of factual causation, and proximate cause is not a useful inquiry in Oregon tort
law.” (336 Or. at 330)

“Rather, the critical issue is whether plaintiff's market losses were a reasonably foreseeable result of
defendant's wrongful conduct.” (336 Or. at 330)

“Similarly, in this case, defendant's conduct caused the delay in the offering that led to an "unintended
adverse result." However, the intervening action of market forces on the price of plaintiff's stock was the
"harm-producing force," and defendant's actions did not "cause" the decline in the stock price so as to
support liability for that decline.” (336 Or. at 331)

“For the reasons discussed above, we conclude that, although defendant breached its duty to plaintiff by
failing to provide competent accounting services, defendant had no duty to protect plaintiff against market
fluctuations in plaintiff's stock price.” (336 Or. at 332)

FACTUAL BACKGROUND



Oregon Steel retained Coopers & Lybrand for accounting and auditing services. The firm negligently advised
Oregon Steel to report a subsidiary-stock transaction as a $12.3 million gain and later refused to approve the
company's financial statements without SEC approval of that accounting treatment, delaying Oregon Steel's
planned securities offering. Although Oregon Steel sold its stock and debt at lower effective market conditions
on June 13, 1996, than it would have on the planned May 2 date, the stock-price changes resulted from market
forces affecting steel stocks generally and were unrelated to the firm's conduct.

PROCEDURAL HISTORY

The trial court granted Coopers & Lybrand's motion for summary judgment, concluding that Oregon Steel could
not recover losses attributable to a decline in its stock price caused by market factors unrelated to the firm's
negligence. The Court of Appeals reversed, holding that causation presented a triable question. The Oregon
Supreme Court allowed review, reversed the Court of Appeals, and affirmed the trial court's judgment.

DISPOSITION

reversed
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