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South Dakota Board of Accountancy
Minutes of Meeting-Conference Call
December 10, 2015 - 9:00 a.m.

The Board of Accountancy held a meeting by conference call on Thursday, December 10, 2015.
Chair David Pummel called the meeting to order at 9:24 a.m.

Roll call was taken to confirm that the following members were present: David Pummel, Marty
Guindon, Jeff Smith, John Linn, Jr., Hoily Brunick and John Mitchell. A guorum was present.

Also present were Nicole Kasin, Executive Director, Julie lverson, Sr. Secretary, and Aaron Amold,
Legal Counsel and Department of Labor & Regulation.

Chair David Pummel! asked if there were any additions to the agenda. The following were added:
Additions to Firm Permits

Additions to Peer Review

AICPA Exposure Draft on proposed changes to Peer Review

A motion was made by Holly Brunick and seconded by John Linn, Jr. to approve the agenda and
additions to the agenda. A roll call vote was taken. The motion unanimously carried. (Linn, Jr-yea;
Mitchell-yea; Guindon-yea; Smith-yea; Brunick-yea; Pummei-yea)

A motion was made by Holly Brunick and seconded by John Linn, Jr. to approve the Novernber 5,
2015 meeting minutes. A roll call vote was taken. The motion unanimously carried. (Linn, Jr.-yea;
Mitchell-yea; Guindon-yea; Smith-yea; Brunick-yea; Pummel-yea)

A motion was made by Marty Guindon and seconded by Jeff Smith to approve the issuance of
individual certificates and firm permits through December 9, 2015. A roll call vote was taken. The
motion unanimously carried. (Linn, Jr.-yea; Mitchell-yea; Guindon-yea; Smith-yea; Brunick-yea:
Pummel-yea)

Executive Director Kasin discussed her report with an update on the new database and CPE audits.

The board discussed the AICPA’s Board of Examiners Qctober 1-2, 2015 meeting highlights.
The board reviewed state responses to the CPE exam exposure draft.

The exposure draft on Proposed Changes to the AICPA Standards for Performing and Reporting on
Peer Reviews discussion was tabled to the next meeting.

Information was reviewed by the Board on the NC Dental Case Decision, Implications for State
Boards of Accountancy.

The board discussed the Candidate Care Concerns 3Q15, the NASBA Board of Directors July 17,
2015 meeting minutes and the NASBA Board of Directors October 23 and October 27, 2015 meeting
highlights.

The board discussed the Exposure Draft on revisions to the UAA. The topic was tabled for further
discussion at the next meeting.



The Board reviewed the Executive Summary and Responses to Quarterly Focus Questions from
Regional Directors.

The Board answered the Quarterly Focus Questions.

A motion was made by Marty Guindon and seconded by Holiy Brunick to enter into executive
session for the deliberative process for peer reviews, peer review follow-ups, and off-site requests
for Board approval. A roll call vote was taken. The motion unanimousiy carried. (Linn, Jr.-yea:
Mitchell-yea; Guindon-yea; Smith-yea; Brunick-yea: Pummel-yea).

The Board came out of executive session.

A motion was made by Marty Guindon and seconded by John Mitcheli to accept the peer reviews,
peer review follow-ups, and off-site requests as discussed in executive session. A roll call vote was
taken. The motion unanimously carried. (Linn, Jr.-yea; Mitchell-yea; Guindon-yea; Smith-yea;
Brunick-yea; Pummel-yea)

FUTURE MEETING DATES (all times CT)

January 15, 2016 — 9 a.m. Conference call

March 24, 2016 — 9 a.m. Conference call

A motion was made by Jeff Smith and seconded by Holly Brunick to adjourn the meeting. A rofl call
vote was taken. The motion unanimously carried. (Linn, Jr.-yea: Mitchell-yea; Guindon-yea; Smith-
yea; Brunick-yea; Pummel-yea)

All business having come before the board was concluded and Chair Pummel adjourned the
meeting at 9:55 a.m.

David Pummel!, CPA, Chair

Atteff} //Z;// //?/ ﬂ?\—: % M%

Nicole Kasin, Executive Director Jef/Shith, Sec/Treasurer




CERTIFIED PUBLIC ACCOUNTANT CERTIFICATES
BOARD COPY

Issued Through January 8, 2016

Number Name Date Issued Location

3236 Travis Lee Vogel | 12/10/15 Rapid City, SD
3237 Rebecca Nicole Portlock 12/15/15 Rapid City, SD
3238 Kennalyne Jn Baptiste 12/15/15 Bronx, NY
3239 Ethan Thomas Littlejohn 12/21/15 Aberdeen, SD
3240 James A. Wigdahl 12/31/15 Sioux Falls, SD

3241 Paul Ryan Claar 12/31/15 Sioux Falls, SD



BA1409R1

AGENCY: 10 LABOR & REGULATION
BUDGET UNIT: 1031 BOARD OF ACCQUNTANCY

COMPANY CENTER ACCOUNT
6503 103100061802 1140000

COMPANY/SOURCE TOTAL 6503 618

COMP/BUDG UNIT TOTAL 6503 1031

BUDGET UNIT TOTAL 1031

STATE OF SOUTH DAKOTA

CASH CENTER BALANCES

AS OF: 09/30/2015

BALANCE
454,478.70
454,478.70
454,478.70
454,478.70

DR/CR CENTER DESCRIPTION
DR BOARD OF ACCOUNTANCY
DR *

DR **
DR *%*

PAGE

126



BAO205A5 10/063/2015

AGENCY 10 LABOR & REGULATION
BUDGET UNIT 1031 BOARD OF ACCOUNTANCY
CENTER-5 10310 BOARDP OF ACCOUNTANCY
DOCUMENT
COMP CENTER ACCOUNT NUMBER
COMPANY- NC 6503
CCMPANY -NAME PROFESSIONAL & LICENSING BOARDS
6503 103100061802 51010100 CGEX150826
6503 103100061802 51010100 CGEX150911
OBJSUB: 5101010 F-T EMP SAL & WAGES
6503 103100061802 51010200 CGEX150826
6503 103100061802 51010200 CGEX150911
OBJSUB: 5101020 P-T/TEMP EMP SAL & WAGES
6503 103100061802 51010300 CGEX150826
OBJSUB: S101030 BOARD & COMM MBRS FEES
OBJECT: 5S101 EMPLOYEE SALARIES
6503 103100061802 51020100 CGEX150826
6503 103100061802 51020100 CGEX150911
OBJSUB: 5102010 OASI-EMPLOYER'S SHARE
6503 103100061802 51020200 CGEX150826
6503 103100061802 51020200 CGEX150911
OBJSUB: 5102020 RETTREMENT-ER SHARE
6503 103100061802 51020600 CGEX150826
6503 103100061802 51020600 CGEX15091L
OBJSUB: 5102060 HEALTH/IIFE INS.-ER SHARE
6503 103100061802 51020800 CGEX150826
6503 103100061802 51020800 CGEX150911
OBJSUB: 5102080 WORKER'S GOEHMZWWHHOZ
6503 103100061802 51020500 CGEX150826
6503 103100061802 51020900 CGEX150911
OBJSUB: 5102090 UNEMPLOYMENT COMPENSATION
OBJECT: 5102 EMPLOYEE BENEFITS
GROUP: 51 PERSONAL SERVICES
€503 103100061802 52030100 CGEX150914
OBJSUB: 5203010 AUTC-STATE OWNED-IN STATE
6503 103100061802 52030300 CGEX150914
6503 103100061802 52030300 CGEX150914
6503 103100061802 52030300 CGEX150914
6503 103100061802 52030300 CGEX150914
6503 103100061802 52030300 CGEX150914
OBJSUB: 5203030 AUTC-PRIV (IN-8T.) H/RTE
6503 103100061802 52031000 CGEX150914
6503 103100061802 52031000 CEEX150914

SETATE OF SOUTH DAKOTA

MONTHLY EXPENDITURE REPORT

FOR PERIOD ENDING:

POSTING
DATE

09/02/2015
09/16/2015

09/02/2015
09/16/2015

09/02/2015

09/02/2015
09/16/2015

09/02/2015
09/16/2015

09/02/2015
08/16/2015

09/02/2015
09/16/2015

08/02/2015
09/16/2015

09/16/2015

09/16/2015
09/16/2015
09/16/2015
09/16/2015
09/16/2015

09/16/2015
09/16/2015

08/30/2015

Jv APPVL #,
OR PAYMENT #

347348

347345
347347
347346
347348
347344

347347
347346

PAGE

AMOUNT

2,906.23
2,409.35

5,315.58
914.54
1,152.12

2,066.66
360.00

360.00
7,742.24
306.60
226.96

533.56
229.28
208.74

438.02
702.78
610.39

1,313.17
3.01
2.85

5.86
1.56
1.39

2.95
2,293.56
10,035.80
78.65

78.65
336.84
2B6.44
189.84
189.84

55.44

1,058.40
78.65
78.65

124

DR/

CR

DR
DR

DR
DR
DR

DR
DR

DR
DR
DR
DR

DR
DR
DR

DR
DR
DR

DR
DR

DR
DR
DR

DR
DR
DR
DR

DR
DR
DR
DR
DR,
DR

DR
DR
DR

* &
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BAQZ205A5 10/03/2015

AGENCY 10 LABOR & REGULATICN

BUDGET UNIT 1031 BOARD OF ACCOUNTANCY

CENTER-5 10310 BOARD OF ACCOUNTANCY

DOCUMENT

COMP CENTER ACCOUNT NUMBER

6503 103100061802 52031000 CGEX150914

6503 103100061802 52031000 CGEX150918
OBJSUB: 5203100 LODGING/IN-STATE

6503 103100061802 52031200 CGEX150914

6503 103100061802 52031200 CGEXL50914

6503 103100061802 52031200 CGEX150914

6503 103100061802 52031200 CGEX150914
OBJSUB: 5203120 INCIDENTALS-TRAVEL-IN ST.

6503 103100061802 52031500 CGEX150914

6503 103100061802 52031500 CGEX150914

6503 103100061802 52031500 CEHX150914

6503 103100061802 52031500 CGEX150914

6503 103100061802 52031500 CGEX150914

6503 103100061802 52031500 CGEX150918
OBJSUB: 5203150 NON-TAXABLE MEALS/IN-ST
OBJECT: 5203 TRAVEL

6503 103100061802 52040200 04536
OBJSUB: 5204020 DUES & MEMBERSHIP FEES

6503 103100061802 52041600 04834
OBJSUB: 5204160 WORKSHOP REGISTRATION FEE

6503 103100061802 52041800 DP608100
OBJSUB: 5204180 COMPUTER SERVICES-STATE

6503 103100061802 52042000 PL608054
OBJSUB: 5204200 CENTRAL SERVICES

6503 103100061802 52042200 IN212133
CBJSUB: 5204220 HDGHMEMZ& BERV & MAINT

6503 103100061802 52042300 16-018 AUG-JUN16

6503 103100061802 52042300 16-018 AUG-JUN1E
OBJSUB: 5204230 JANTTORIAL & MAINT SERV

6503 103100061802 52044600 N5487747
OBJSUB: 5204460 EQUIPMENT RENTAL

6503 103100061802 52044800 ACCQUNTRENT2015
OBJSUB: 5204490 RENTS-PRIVATE OWNED PROP.

6503 103100061802 52045300 TL607153

6503 103100061802 52045300 TL608151

6503 103100061802 52045300 111105001 AUG15

6503 103100061802 52045300 2872483814160815

STATE OF SOUTH DAKOTA

MONTHLY EXPENDITURE REFORT

FOR PERIOD ENDING:

POSTING
DATE

09/16/2015
05/18/2015

09/16/2015

05/16/2015

09/16/2015
09/16/2015

09/16/2015
09/16/2015
09/16/2015
09/16/2015

09/16/2015

09/18/2015

09/02/2015

l0/02/2015

09/23/2015

l10/02/2015

09/16/2015

08/02/2015
09/30/2015

09/11/2015

09/30/2015

09/23/2015
10/02/2015
09/04/2015
09/11/2015

09/30/2015

JV APPVI. #,

OR PAYMENT #

347345
360473

347347
347245
347346
347348

347345
347347
347346
347348
347344
360473

00234485

00244077

0023B763

00234920
00242191

02132095

02133840

00235878
00238364

SHORT
NAME

NATLASSNST

NATLASSNST

ABBUSINESS

SUNSETOFFI
SUNSETOFFI

MATILFINANC

MCGINNISRO

MIDCONTINE
ATTMOBILIT

VENDOR
NUMBER

12005047

12005047

120363980

12043880
12043830

12219369

12074040

12023782
12279233

VENDOR
GROUP

PAGE

AMOUNT

78.65
83.65

319.60
5.00
5.00
5.00
5.00

20.00
58.00
58.00
47.00
47.00
11.00
47.00

268.00
1,744.65
3,200.00

3,200.00
695.00

6§95.00
302.65

302.65
58.32

58.32
75.80

75.80
126.55
126.55

253.10
603.00

603.00
1,269.45

1,269.45
114.34
116.7%

95.00
55.929

125

DR/
CR

DR
DR

DR
DR
DR
DR
DR

DR
DR
DR
DR
DR
DR
DR

DR
DR
DR

DR
DR

DR
DR

DR
DR

DR
DR

DR
DR
DR

DR
DR

DR
DR

DR
DR
DR
DR
DR
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BAD205AS5 10/03/2015

STATE OF SOUTH DAROTA

MONTHLY EXPENDITURE REPORT

FOR PERIOD ENDING:

AGENCY 10 LABOR & REGULATION

BUDGET UNIT 1031 BCARD OF ACCQUNTANCY

CENTER-5 10310 BCARD OF ACCOUNTANCY

DOCUMENT

COMP CENTER ACCOUNT NUMBER
OBJSUB: 5204530 TELECOMMUNICATIONS SRVCS

6503 103100061802 52045400 5159417006 0815
OBJSUB: 5204540 ELECTRICITY

€503 103100061802 52047400 CIl06A-022
OBJSUB: 5204740 BANK FEES AND CHARGES

6503 103100061802 52049600 13647631
OBJSUB: 5204960 OTHER CONTRACTUAL SERVICE
OBJECT: 5204 CONTRACTUAL SERVICES

6503 103100061802 52050280 450579
OBJSUB: 5205028 OFFICE SUPPLIES

6503 103100061802 52053200 40147
OBJSUB: 5205320 PRINTING-COMMERCIAL
OBJECT: 5205 SUPPLIES & MATERIALS

6503 103100061802 5228000 T106-017
OBJSUB: 5228000 OPER TRANS OUT -NON BUDGT
CBJECT: 5228 NONOF EXP/NONEGTD OF TR
GROUP: 52 QOPERATING EXPENSES
COMP: 6503
CNTR: 1031090061802

B. UNIT: 1031

POSTING
DATE

09/04/2015

095/23/2018

09/23/2015

05/04/2015

09/02/2015%

09/16/2015

09/30/2015

IV APPVL #,
OR PAYMENT #

02131236

244745

00240571

02131586

00234478

SHORT
NAME

XCELENERGY

NATLASSNST

OFFICEMAXTI

BUSINESSFER

VENDOR
NUMBER

12023853

12005047

12162845

12003048

VENDOR
GROUP

PAGE

AMOUNT

382.12
24.10

24.10
373.51

373.51
6,911.00

6,911.80
14,148.05
31.18

31.18
31.05

31.08
62.23
184.67

184.67
184.67
16,139.60
26,175.40
26,175.40
26,175.40
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South Dakota Board of Accountancy

Balance Sheet
As of September 30, 2015

ASSETS
Current Assets
Checking/Savings
1130000 - Local Checking - Great Western
1140000 - Pool Cash State of SD

Total Checking/Savings

Other Current Assets
1131000 - Interest Income Receivable
1213000 - Investment Income Receivable

Total Other Current Assets

Total Current Assets

Fixed Assets
1670000 - Computer Software
Original Cost
1770000 - Depreciation

Total 1670000 - Computer Software
Total Fixed Assets

TOTAL ASSETS
LIABILITIES & EQUITY
Liabilities
Current Liabilities
Accounts Payable
2110000 - Accounts Payable

Total Accounts Payable

Other Current Liabilities
2430000 - Accrued Wages Payable
2810000 - Amounts Held for Others

Total Other Current Liabilities

Total Current Liabilities

Long Term Liabilities
2960000 - Compensated Absences Payable

Total Long Term Liabilities

Total Liabilities

Equity
3220000 - Unrestricted Net Assets
3900 - Retained Earnings
Net Income

Total Equity

TOTAL LIABILITIES & EQUITY

Sep 30,15

3,019.78
454,478.70

457,498.48

4,392.05
981.51

5,373.56

462,872.04

140,063.23

-140,063.23

0.00

0.00

462,872.04

2,519.34

2,519.34

6,729.32
21,898.15

28,627.47

31,146.81

18,468.75

18,468.75

49,615.56

252,447.33
11,248.06
149,661.09

413,256.48

462,872.04

Page 1



South Dakota Board of Accountancy
Profit & Loss Budget vs. Actual

July through September 2015

Ordinary Income/Expense

Income

4293550 -
4293551 -

Initial Individual Certificate
Certificate Renewals-Active

5208002 - Refunds

4293551 - Certificate Renewals-Active - Other

Total 4293551 - Certificate Renewals-Active

4293562
4293553

4293561

4283567
4293568
4203569

4293570 -
4293571 -
4293572 -
4293573 -
4293674 -
4491000 -
4896021 -

- Certificate Renewals-Inactive
- Certificate Renewals-Retired
4293554 -
4293555 -
4293557 -
4293558 -
4293560 -
- Late Fees-Certificate Renewals
4293562 -
4293563 -
4293564 -
4293566 -

|nitial Firm Permits

Firm Permit Renewals
Initial Audit

Re-Exam Audit

Late Fees-Initial Certificate

Late Fees-Firm Permits

Late Fees-Firm Permit Rensawals
Late Fees-Peer Review

Firm Permit Owners

- Peer Review Admin Fee
- Firm Permit Name Chanage
- Initial FAR

Initial REG

Inital BEC

Re-Exam FAR

Re-Exam REG

Re-Exam BEC

Interest and Dividend Revenue
Legal Recovery Cost

Total iIncome

Gross Profit

Expense

5101010 -
5101020 -
5101030 -
5102010 -
5102020 -
§102060 -
5102080 -
5102090 -
5203010 -
- Auto-Private-Ownes Low Mileage
- In State-Auto- Priv. High Miles

5203100 -
5203120 -
5203140 -
5203150 -
5203230 -
5203260 -
5203280 -
5203300 -

5203020
5203030

5203320
5203350
5204010

5204181

F-T Emp Sal & Wages
P-T/Temp Emp Sal & Wages
Board & Comm Mbrs Fees
OASI-Employer's Share
Retirement-ER Share
Health /Life Ins.-ER Share
Worker's Compensation
Unemployment Insurance
Auto--State Owned

In State-Lodging

In State-Incidentals to Travel
InState-Tax Meals Not Overnigt
InState-Non-Tax Meals OverNight
08-Auto Private High Mileage
08-Air Commercial Carrier
08S-0ther Public Carrier
0S-Lodging

- O8-Incidentals to Travel

- 08-Non-Taxable Meals Overnight
- Subscriptions

5204020 -
5204030 -
5204040 -
5204080 -
5204160 -
5204180 -
» Computer Development Serv-State
5204200 -

Dues and Membership Fees
Legal Document Fees
Consultant Fees-Accounting
Consultant Fees--Legal
Workshop Registration Fees
Computer Services-State

Central Services

Jul - Sep 15 Budget $ Over Budget % of Budget
625.00 2,800.00 -2,175.00 22.3%
-75.00
60,225.00 58,000.00 2,225.00 103.8%
60,150.00 58,000.00 2,150.00 103.7%
20,000.00 21,000.00 -1,000.00 952%
1,030.00 800.00 230.00 128.8%
50.00 700.00 -650.00 71%
13,600.00 15,500.00 -1,900.00 87.7%
210.00 900.00 -690.00 23.3%
540.00 2,460.00 -1,920.00 22.0%
0.00 0.00 - 0.00 0.0%
2,800.00 3,000.00 -200.00 93.3%
0.00 0.00 0.00 0.0%
350.00 600.00 -250.00 58.3%
200.00 1,300.00 -1,100.00 15.4%
91,435.00 105,000.00 -13,565.00 87.1%
150.00 5,650.00 -5,500.00 27%
50.00 100.00 -50.00 50.0%
150.00 1,140.00 -990.00 13.2%
60.00 660.00 -600.00 9.1%
90.00 930.00 -840.00 9.7%
360.00 1,860.00 -1,500.00 19.4%
450.00 2,310.00 -1,860.00 19.5%
540.00 2,310.00 -1,770.00 23.4%
4.714.96 6,500.00 -1,785.04 72.5%
1,200.00 1,000.00 200.00 120.0%
198,754.96 234,520.00 -35,765.04 84.7%
198,754.96 234,520.00 -35,765.04 84.7%
14,154.29 73,420.00 -59,265.71 19.3%
5,751.16 27,319.00 -21,567.84 21.1%
1,320.00 2,595.00 -1,275.00 50.9%
1,516.63 8,102.00 -65,585.37 18.7%
1,188.74 6,044.00 -4,.855.26 19.7%
4.010.59 26,052.00 -22,041.41 15.4%
15.86 218.00 -202.14 7.3%
7.84 91.00 -83.16 8.6%
78.65 1,000.00 921.35 7.9%
0.00 400.00 -400.00 0.0%
1,058.40 1,600.00 -441.60 70.6%
31960 1,000.00 -680.40 32.0%
20.00 100.00 -80.00 20.0%
0.00 100.00 -100.00 0.0%
268.00 400.00 -132.00 67.0%
0.00 100.00 -100.00 0.0%
0.00 6,000.00 -6,000.00 0.0%
0.00 500.00 -500.00 0.0%
0.00 7.800.00 -7,800.00 0.0%
0.00 450.00 -450.00 0.0%
0.00 1,300.00 -1,300.00 0.0%
0.00 1,000.00 -1,000.00 0.0%
3,200.00 3,900.00 -700.00 82.1%
0.00 300.00 -300.00 0.0%
0.00 7,100.00 -7,100.00 0.0%
0.00 0.00 0.00 0.0%
1,3806.00 6,000.00 -4,610.00 23.2%
270.75 600.00 -329.25 45 1%
1,254.90 10,400.00 -9,145.10 12.1%
1,669.33 7.000.00 -5,330.67 23.8%



5204220 -

6204230
5204340
5204360
5204440
5204460
5204480

5207950

5207960
52238000

South Dakota Board of Accountancy
Profit & Loss Budget vs. Actual

July through September 2015

Equipment Service & Maintenance

- Janitorial/Maintenance Services
- Computer Software Maintenance
- Advertising-Newspapers

- Newsletter Publishing

- Equipment Rentfal

- Microfilm and Photography
5204490 -
5204510 -
5204530 -
5204540 -
5204560 -
5204590 -
5204740 -
5204960 -
5205020 -
5205028 -
5205310 -
5205320 -
5205330 -
5205340 -
5205350 -
5207430 -
5207900 -
- System Development
5207955 -
- Computer Software Expense

- Operating Transfers Out-NonBudg
5228030 -

Rents Privately Owned Property
Rent-Other
Telecommunications Services
Electricity

Water

Insurance Premiums/Surety Bonds
Bank Fees and Charges

Other Contractual Services
Office Supplies

OFFICE SUPPLIES-2

Printing State
Printing/Duplicating/Binding Co
Supplemental Publications
Microfilm Supplies/Materials
Postage

Office Machines

Computer Hardware

Computer Hardware Other

Depreciation Expense

Totai Expense

Net Ordinary Income

Net Income

Jul - Sep 15 Budget $ Over Budget % of Budget
8.55 300.00 -291.45 2.9%
379.65 1,560.00 -1,180.35 24.3%
614.50 2,000.00 -1,385.50 30.7%
0.00 1,000.00 -1,000.00 0.0%
0.00 1,100.00 -1,100.00 0.0%
816.00 4,000.00 -3,184.00 20.4%
0.00 0.00 0.00 0.0%
3,808.35 15,234.00 -11,425.65 25.0%
0.00 500.00 -500.00 0.0%
774.89 3,500.00 -2,725.11 22.1%
107.02 865.00 -757.98 12.4%
22.35 240.00 -217.65 9.3%
0.00 1,710.00 -1,710.00 0.0%
3,789.24 6,000.00 -2,210.76 63.2%
0.00 0.00 0.00 0.0%
411.17 2,000.00 -1,588.83 20.6%
0.00 0.00 0.00 0.0%
0.00 500.00 -500.00 0.0%
48.30 1,000.00 951.70 4.8%
0.00 700.00 -700.00 0.0%
0.00 0.00 0.00 0.0%
0.00 2,500.00 -2,500.00 0.0%
0.00 100.00 -100.00 0.0%
85.00 4,800.00 -4.715.00 1.8%
0.00 1,000.00 -1,000.00 0.0%
0.00 500.00 -500.00 0.0%
0.00 500.00 -500.00 0.0%
834.11 7,400.00 -6,565.89 11.3%
0.00 0.00 0.00 0.0%
49,193.87 259,800.00 -210,6086.13 18.9%
149,561.08 -25,280.00 174,841.09 -591.6%
149,561.09 -25,280.00 174,841.09 -591.6%




South Dakota Board of Accountancy
PREVIOUS YEAR MONTHLY COMPARISON

September 2015
Sep 15 Sep 14 $ Change % Change
Ordinary Income/Expense
Income

4293550 - Initial Individual Certificate 250.00 525.00 -275.00 -52.4%
4293551 - Certificate Renewals-Active 300.00 100.00 200.00 200.0%
4293552 - Certificate Renewals-Inactive 160.00 100.00 50.00 50.0%
4293553 - Certificate Renewals-Retired 20.00 0.00 20.00 100.0%
4293554 - Initial Firm Permits 50.00 50.00 0.00 0.0%
4293557 - Initial Audit 90.00 80.00 0.00 0.0%
4293558 - Re-Exam Audit 270.00 240.00 30.00 12.5%
4293561 - Late Fees-Certificate Renewals 450.00 200.00 250.00 125.0%
4293566 - Firm Permit Owners 1,000.00 65.00 935.00 1,438.5%
4293567 - Peer Review Admin Fee 0.00 75.00 -75.00 -100.0%
4293569 - Initial FAR 60.00 60.00 0.00 0.0%
4293570 - Initial REG 30.00 120.00 -80.00 -75.0%
4293571 - Inital BEC 60.00 120.00 -60.00 -50.0%
4293572 - Re-Exam FAR 210.00 150.00 60.00 40.0%
4293573 - Re-Exam REG 210.00 90.00 120.00 133.3%
4293574 - Re-Exam BEC 240.00 180.00 60.00 33.3%
4491000 - Interest and Dividend Revenue 4,714.96 3,578.78 1,136.18 31.8%
4896021 - Legal Recovery Cost 200.00 100.00 100.00 100.0%
Total Income 8,304.96 5,843.78 2,461.18 42.1%
Gross Profit 8,304.96 5,843.78 2,461.18 42.1%

Expense
5101010 - F-T Emp Sal & Wages 5,315.58 2,046.00 3,260.58 159.8%
5101020 - P-T/Temp Emp Sal & Wages 2,066.66 1,333.91 732.75 54.9%
5101030 - Board & Comm Mbrs Fees 360.00 0.00 360.00 100.0%
5102010 - OASI-Employer's Share 533.56 243.94 289.62 118.7%
5102020 - Retirement-ER Share 438.02 202.80 235.22 116.0%
5102060 - Health /Life Ins.-ER Share 1,313.17 1,077.75 235.42 21.8%
5102080 - Worker's Compensation 5.86 203 3.83 188.7%
5102090 - Unemployment Insurance 2.95 1.52 1.43 94.1%
5203100 - in State-L.odging 83.65 0.00 83.85 100.0%
5203150 - InState-Non-Tax Meals OverNight 47.00 0.00 47.00 100.0%
5203260 - OS-Air Commercial Carrier 0.00 609.70 -609.70 -100.0%
5203280 - 0S-Other Public Carrier 0.00 13.85 -13.85 -100.0%
5203300 - OS-Lodging 0.00 173.44 -173.44 -100.0%
5203320 - OS-Incidentals to Travel 0.00 16.00 -16.00 -100.0%
5203350 - 0S-Non-Taxable Meals Overnight 0.00 34.00 -34.00 -100.0%
5204010 - Subscriptions 0.00 313.00 -313.00 -100.0%
6204160 - Workshop Registration Fees 695.00 2,085.00 -1,390.00 -66.7%
5204180 - Computer Services-State 87.00 156.00 -69.00 -44 2%
5204181 - Computer Development Serv-State 21565 619.20 -403.55 -65.2%
5204200 - Central Services 58.32 250.45 -192.13 -76.7%
5204220 - Equipment Service & Maintenance 4.80 230 2.50 108.7%
5204230 - Janitorial/Maintenance Services 126.55 122.86 3.69 3.0%
5204360 - Advertising-Newspapers 0.00 561.33 -561.33 -100.0%
5204460 - Equipment Rental 71.00 57.00 14.00 24 6%
5204490 - Rents Privately Owned Property 1,269.45 1,269.45 0.00 0.0%
5204530 - Telecommunications Services 382.12 166.93 215.19 128.9%
5204540 - Electricity 39.72 46.65 -6.93 14.9%
5204740 - Bank Fees and Charges 373.51 397.28 -23.77 -6.0%
5205020 - Office Supplies 0.00 59.34 -59.34 -100.0%
5205320 - Printing/Duplicating/Binding Co 0.00 30.00 -30.00 -100.0%
5205350 - Postage 0.00 1,000.00 -1,000.00 -100.0%
6228000 - Operating Transfers Qut-NonBudg 0.00 565.87 -565.87 -100.0%
5228030 - Depreciation Expense 0.00 1,005.86 -1,005.86 -100.0%
Total Expense 13,489.57 14,463.46 -973.89 -6.7%
Net Ordinary Income -5,184 .61 -8,619.68 3,435.07 39.9%
Net Income -5,184.61 -8,619.68 3,435.07 39.9%
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South Dakota Board of Accountancy

PREVIOUS YEAR TO DATE MONTHLY COMPARISON
July through September 2015

Ordinary Income/Expense

Income
4293550
4293551
4293552
4293553
4293554
4293555
4293557
4293558
4293561
4293563
4293564
4293566

4293571

4491000
4896021

- Initial Individual Certificate

: Certificate Renewals-Active

- Certificate Renewals-Inactive

- Certificate Renewals-Retired

- Initiaf Firm Permits

- Firm Permit Renewals

- Initial Audit

- Re-Exam Audit

- Late Fees-Certificate Renewals

- Late Fees-Firm Permit Renewals
- Late Fees-Peer Review

- Firm Permit Owners

42931567 -
4293568 -
4293569 -
4293570 -
- Inital BEC
4293572 -
42931573 -
4293574 -
- Interest and Dividend Revenue
- Legal Recovery Cost

Peer Review Admin Fee
Firm Permit Name Change
Initial FAR

Initial REG

Re-Exam FAR
Re-Exam REG
Re-Exam BEC

Total Income

Gross Profit

Expense
5101010
5101020
5101030
5102010
5102020
5102060
5102080
5102090
5203010
5203020
5203030

5203260
5203280

5203350

5204180
5204181

- F-T Emp Sal & Wages

- P-TiTemp Emp Sa! & Wages

- Board & Comm Mbrs Fees

- OASI-Employer's Share

- Retirement-ER Share

- Health /Life Ins.-ER Share

- Worker's Compensation

- Unemployment Insurance

* Auto--State Owned

- Auto-Private-Ownes Low Mileage
- In State-Auto- Priv. High Miles
5203100 -
5203120 -
5203150 -
- O8-Air Commercial Carrier
- 08-0Other Public Carrier
§203300 -
5203320 -
- 08-Non-Taxable Meals Overnight
5204010 -
5204020 -
5204160 -
- Computer Services-State

- Computer Development Serv-State
5204200 -
5204220 -
5204230 -
5204340 -
5204360 -
§204440 -
5204460 -
5204490 -
5204510 -
5204530 -
5204540 -
5204560 -
5204740 -

In State-Lodging
In State-incidentals to Travel
InState-Non-Tax Meals OverNight

08-Lodging
0S-Incidentals to Travel

Subscriptions
Dues and Membership Fees
Workshop Registration Fees

Central Services

Equipment Service & Maintenance
Janitorial/Maintenance Services
Computer Software Maintenance
Advertising-Newspapers
Newsletter Publishing
Equipment Rental

Rents Privately Owned Property
Rent-Other
Telecommunications Services
Electricity

Water

Bank Fees and Charges

Jui-Sep15  Jul-Sep 14 % Change % Change
625.00 850.00 -225.00 -26.5%
60,150.00 57,450.00 2,700.00 4.7%
20,000.00 19,500.00 100.00 0.5%
1,030.00 970.00 60.00 6.2%
50.00 350.00 -300.00 -85.7%
13,600.00 13,960.00 -360.00 -2.6%
210.00 180.00 30.00 16.7%
540.00 570.00 -30.00 -5.3%
2,800.00 2,450.00 350.00 14.3%
350.00 250.00 100.00 40.0%
200.00 250.00 -50.00 -20.0%
91,435.00 89,150.00 2,285.00 2.6%
150.00 450.00 -300.00 -66.7%
50.00 75.00 -25.00 -33.3%
150.00 330.00 -180.00 -54 6%
60.00 180.00 -120.00 -66.7%
90.00 240.00 -150.00 -62.5%
360.00 330.00 30.00 9.1%
450.00 510.00 -60.00 -11.8%
540.00 510.00 30.00 5.9%
4,714.96 3,578.78 1,136.18 31.8%
1,200.00 100.00 1,100.00 1,100.0%
198,754.96 192,633.78 6,121.18 3.2%
108,764.96 192,633.78 6,121.18 3.2%
14,154.29 12,276.01 1,878.28 15.3%
5,751.16 7,880.76 -2,129.60 -27.0%
1,320.00 840.00 480.00 57.1%
1,516.63 1,518.50 -1.87 -0.1%
1,188.74 1,209.42 -20.68 1.7%
4,010.59 6,466.50 -2,455.91 -38.0%
15.86 12.1 3.75 31.0%
7.84 9.09 -1.25 -13.8%
78.65 D0.00 78.65 100.0%
0.00 180.80 -180.80 -100.0%
1,058.40 694.86 363.54 52.3%
319.60 340.50 -20.90 -6.1%
20.00 10.00 10.00 100.0%
268.00 198.00 70.00 35.4%
0.00 609.70 -609.70 -100.0%
0.00 13.85 -13.85 -100.0%
0.00 173.44 -173.44 -100.0%
0.00 16.00 -16.00 -100.0%
0.00 34.00 -34.00 -100.0%
0.00 313.00 -313.00 -100.0%
3,200.00 3,200.00 0.00 0.0%
1,390.00 2,085.00 -695.00 -33.3% -
270.75 234.00 38.75 15.7%
1,254.90 1,032.00 222 90 21.6%
1,669.33 243274 -763.41 -31.4%
8.55 14.22 -5.67 -39.9%
379.65 368.58 11.07 3.0%
614.50 122.50 492.00 401.6%
0.00 561.33 -561.33 -100.0%
6.00 444 00 -444.00 -100.0%
816.00 768.00 48.00 6.3%
3,808.35 3,808.35 0.00 0.0%
0.00 230.80 -230.80 -100.0%
774.89 727.00 47.89 6.6%
107.02 140.68 -33.66 -23.9%
22.35 22.35 0.00 0.0%
3,789.24 3,515.62 273.62 7.8%
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South Dakota Board of Accountancy

PREVIOUS YEAR TO DATE MONTHLY COMPARISON
July through September 2015

Jul-Sep15  Jul -Sep 14 $ Change % Change

£205020 - Office Supplies 41117 87.35 323.82 370.7%

5205320 - Printing/Dugplicating/Binding Co 48.30 63.00 -14.70 -23.3%

5205350 - Postage 0.00 1,906.50 -1,906.50 -100.0%

5207900 - Computer Hardware 85.00 175.00 -90.00 -51.4%

5228000 - Operating Transfers Out-NonBudg 834.11 1,157.23 -323.12 -27.9%

5228030 - Depreciation Expense 0.00 3,017.66 -3,017.66 -100.0%

Total Expense 49,193.87 58,910.45 -9,716.58 -16.5%

Net Ordinary Income 149,561.09 133,723.33 15,837.76 11.8%
Net Income 149,561.09 133,723.33 15,837.76 11.8%
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BA1409R1

AGENCY: 10 LABOR & REGULATION
BUDGET UNIT: 1031 BOARD OF ACCOUNTANCY

COMEANY CENTER ACCOUNT
6503 103100061802 1140000

COMPANY/SOURCE TOTAL 6503 618

COMP/BUDG UNIT TOTAL 6503 1031

BUDGET UNIT TOTAL 1031

STATE OF SOUTH DAKOTA
CASH CENTER BALANCES

AS OF: 10/31/2015

BALANCE
447,745.96
447,745.96
447,745.96

447,745,596

DR/CR CENTER DESCRIPTION
DR BOARD OF ACCOUNTANCY
DR *

DR *=*
DR %%

PAGE
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BAQJ205A5 10/31/2015

AGENCY 10 LABOR & REGULATICON
BUDGET UNIT 1031 BOARD OF ACCOUNTANCY
CENTER-5 10310 BOARD OF ACCOUNTANCY
DOCUMENT
COMP CENTER ACCOUNT NUMBER
COMPANY NOC 6503
COMPANY NAME PROFESSIONAL & LICEWNSING BOARDS
6503 103100061802 S1010100 CGEX150928
6503 103100061802 51010100 CGEX151014
6503 103100061802 51010100 CGEX151028
OBJSUB: 5101010 F-T EMFP SAL & WAGES
6503 103100061802 51010200 CGEX150828
6503 103100061802 51010200 CGEX151014
6503 103100061802 51010200 CGEX151028
CBJSUB: 5101020 P-T/TEMP EMP SAL & WAGES
OBJECT: 5101 EMPLOYEE SALARTES
6503 103100061802 51020100 CGEX150928
6503 103100061802 51020100 CGEX151014
6503 103100061802 51020100 CGEX151028
OBJSUB: 5102010 OASI-EMPLOYER'S SHARE
6503 103100061802 51020200 CGEX150928
6503 103100061802 51020200 CGEX151014
6503 103100061802 51020200 CGEX151028
OBJSUB: 5102020 RETIREMENT-ER SHARE
6503 103100061802 S1020600 CGEX150928
65032 103100061802 51020600 CGEX151014
6503 103100061802 51020600 CGEX151028
OBJSUB: 5102060 HEALTH/LIFE INS.-ER SHARE
6503 103100061802 51020800 CGEX150928
6503 103100061802 51020800 CGEX151014
6503 103100061802 51020800 CGEX151028
OBJSUE: 5102080 WORKER'S COMPENSATION
6503 103100061802 51020300 CGEX150928
6503 103100061802 51020900 CGEX151014
6503 103100061802 51020900 CGEX151028
OBJSUB: 5102090 UNEMPLOYMENT COMPENSATION
OBJECT: 5102 EMPLOYEE BENEFITS
GROUP: 51 PERSONAL SERVICES
6503 103100061802 52041600 CGEX151008
OBJSUB: 5204160 WORKSHOP REGISTRATION FEE
6503 103100061802 52041800 DP609101
6503 103100061802 52041800 DP609101
6503 103100061802 52041800 DP609101

OBJSUB: 5204180

COMPUTER SERVICES-STATE

POSTING
DATE

10/02/2015
10/16/2015
10/31/2015

10/02/2015
10/16/2015
10/31/2015

10/02/2015
10/16/2015
10/31/2015

10/0z/2015
10/16/2015
10/31/2015

10/02/2015
10/16/2015
10/31/2015

10/02/2015
10/16/2015
10/31/2015

10/02/2015
10/16/2015
10/31/2015

10/09/2015

10/27/2015
10/27/2015
10/27/2015

STATE QOF SOUTH DAKOTA
MONTHLY EXPENDITURE REPORT

FOR PERIOD ENDING: 10/31/201S

JV APPVL #,
OR PAYMENT #

378839

PAGE

AMOUNT

2,521.19
2,331.,22
2,200.68

7.053.09
1,079.22

981.40
1,185.28

3,255.90
10,308.99
239.48
218.45
223.48

681.41
213.02
199.36
193.26

605.64
642.28
622.47
608.82

1,873.57
2.84
2.65
2.72

8.21
1.37
1.30
1.31

3.58
3,172.81
13,481.80
695.00

695.00
125.15
53.15
53.15

125.15
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DR
DR

DR
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DR
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DR
DR

DR
DR
DR
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DR
DR
DR

DR
DR
DR
DR

DR
DR
DR
CR
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BAQRZ205A5
AGENCY 10
BUDGET UNIT 1031
CENTER-5 10
CcOMP CENTER
6503 103100061
6503 103100061
OBJSUB:
6503 103100061
OBJSUB:
6503 103100061
OBJSUB:
6503 103100061
OBJSURB :
6503 103100061
6503 103100061
6503 103100061
OBJSUSB:
6503 103100061
OBJSUB:
6503 103100061
6503 103100061
6503 103100061
OBJSUB :
OBJECT :
6503 103100061
CBJSUB:
CBJECT:
6503 103100061
OBJSUB:
OBJECT:
GROUP:
COMP:
CNTR:

B, UNIT:

10/31/2015

5204230

STATE QOF SOUTH DAKOTA

MONTHLY EXPENDITURE REPORT
FOR PERIOD ENDING: 10/31/2015

LABOR & REGULATION
BOARD OF ACCOUNTANCY

310 BOARD OF ACCOUNTANCY
DOCUMENT
ACCOUNT NUMBER
B02 52042000 PL&E09057
802 52042000 RME609051

5204200
802 52042200

CENTRAL SERVICES
IN220750

5204220
802 52042300

EQUIPMENT SERV & MAINT
JANITORIAL & MAINT SERV
802 52044900

5204490
802 52045300

RENTS-PRIVATE OWNED PROP.
TL602155

B02 52045300 111109001 SEP1S
802 52045300 2872483814160915
5204530 TELECOMMUNICATIONS SRVCS
802 52045400 5155417006 0915
5204540 ELECTRICITY

802 52047400 CIl06a-026

802 52047400 CIl06A-026

802 52047400 CI1l06A-026
5204740 BANE FEES AND CHARGES

5204 CONTRACTUAL SERVICES

802 52050280 200204

5205028 QFFICE SUPPLIES

5205 SUPPLIES & MATERIALS

802 5228000 T106-027
5228000 OPER TRANS OUT -NON BUDGT
5228 NONOP EXP/NOMEBGTD OF TR
52 OPERATING EXPENSES

6503

103100061802

1031

16-018 AUG-JUN16

ACCOUNTRENTZ2015

POSTING
DATE

10/21/2015
10/21/2015
10/21/2015
10/31/2015

i0/31/2015

10/31/2015
10/07/2015
10/21/2015

10/21/201s

10/21/2015
10/21/2015
10/21/2015

10/31/2015

106/07/2015

JV APPVL #,
OR PAYMENT #

00249172

00250960

02137512

00244781
00248935

02136428

246699
246699
246699

02137889

SHORT
NAME

ABBUSINESS

SUNSETOFFI

MCGINNISRC

MIDCONTINE

ATTMOEILIT

XCELENERGY

OFFICEMAXT

VENDOR
NUMBER

12036980

12043890

12074040

12023782

12279233

12023853

12162845

VENDOR
GRQUP

PAGE

AMOUNT

171.19
80.96

252.15
72.69

72.69
126.55

126.55
1,269.45

1,269.45
91.38
95.00
55.99

242 .37
39.72

39.72
109.28
108,28
109.28

109.28
2,932.36
160.41

160.41
160.41
403.44

403.44
403.44
3,496.21
16,978.01
15,978.01
16,978.01
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South Dakota Board of Accountancy

Balance Sheet
As of October 31, 2015

ASSETS
Current Assets
Checking/Savings
1130000 - Local Checking - Great Western
1140000 - Pool Cash State of SD

Total Checking/Savings

Other Current Assets
1131000 - Interest Income Receivable
1213000 - Investment Income Receivable

Total Other Current Assets

Total Current Assets

Fixed Assets
1670000 - Computer Software
Original Cost
1770000 - Depreciation

Total 1670000 - Computer Software
Total Fixed Assets

TOTAL ASSETS
LIABILITIES & EQUITY
Liabilities
Current Liabilities
Accounts Payable
2110000 - Accounts Payable

Total Accounts Payable

Other Current Liabilities
2430000 - Accrued Wages Payahle
2810000 - Amounts Held for Others

Total Other Current Liabilities

Total Current Liabilities

Long Term Liabilities
2960000 - Compensated Absences Payable

Total l.ong Term Liabilities

Total Liabilities

Equity
3220000 - Unrestricted Net Assets
3900 - Retained Earnings
Net Income

Total Equity

TOTAL LIABILITIES & EQUITY

Oct 31,15

3,205.28
447,746.16

450,951 .44

4,392.05

981.51

5,373.56

456,325.00

140,063.23

-140,063.23

0.00

0.00

456,325.00

9,024.09

9,024.09

6,729.32
23,987.85

30,717.47

39,741.26

18,468.75

18,468.75

58,210.01

252,447.33
11,248.06
134,419.60

398,114.99

456,325.00
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South Dakota Board of Accountancy
Profit & Loss Budget vs. Actual

Ordinary Income/Expense

Income

4293550 -
4293551 -

Initial Individual Certificate
Certificate Renewals-Active

5208002 - Refunds

4293551 - Certificate Renewals-Active - Other
Total 4293551 - Certificate Ronewals-Active

4293552 -
4293553 -
4293554 -
4293555 -
4293557 -

4293558
4293560
4293561

4293568
4293569

4293571

4896021

Certificate Renewals-Inactive
Certificate Renewals-Retired
Initial Firm Permits

Firm Permit Renewals

Initial Audit

* Re-Exam Audit ‘

- Late Fees-Initial Certificate

: Late Fees-Certificate Renewals
4293562 -
4293563 -
4293564 -
4293566 -
4293567 -
* Firm Permit Name Change
- Initial FAR

4283570
- Inital BEC
4293572 -
4293573 -
4293574 -
4491000 -
* Legal Recovery Cost

Late Fees-Firm Permits

Late Fees-Firm Permit Renewals

Late Fees-Peer Review
Firm Permit Owners
Peer Review Admin Fee

Initiai REG

Re-Exam FAR
Re-Exam REG
Re-Exam BEC
Interest and Dividend Revenue

Total Income

Gross Profit
Expense

5101010 -
5101020 -
5101030 -

5102010
5102020
5102060

5203150
5203230

§204040
5204080

5204181

F-T Emp Sal & Wages
P-T/iTemp Emp Sal & Wages
Board & Comm Mbrs Fees

- OASI-Employer's Share

- Retirement-ER Share

- Health /Life Ins.-ER Share
5102080 -
5102090 -
5203010 -
5203020 -
5203030 -
5203100 -
5203120 -
5203140 -

Worker's Compensation
Unemployment Insurance
Auto--State Owned

Auto-Private-Ownes Low Mileage

In Sfate-Auto- Priv. High Miles
In State-Lodging
In State-Incidentals to Travel

InState-Tax Meals Not Overnigt

- InState-Non-Tax Meals OverNight
- 0S-Auto Private High Mileage
5203260
5203280
5203300 -
5203320 -
5203350 -
5204010 -
5204020 -
5204030 -

0S-Air Commercial Carrier
0S-Other Public Carrier
0S-Lodging
03-Incidentals to Travel

0S-Non-Taxable Meals Overnight

Subscriptions
Dues and Membership Fees
Legal Document Fees

* Consultant Fees-Accounting
- Consultant Fees--Legal

5204160 -
5204180 -

Workshop Registration Fees
Computer Services-State

- Computer Development Serv-State
5204200 -

Central Services

July through October 2015

Jul - Oct 15 Budget $ Over Budget % of Budget
825.00 2,800.00 -1,975.00 29.5%
-75.00
60,275.00 58,000.00 2,275.00 103.9%
60,200.00 58,000.00 2,200.00 103.8%
20,050.00 21,000.00 -950.00 95.5%
1,040.00 800.00 240.00 130.0%
50.00 700.00 -650.00 7.1%
13,600.00 15,500.00 -1,900.00 87.7%
330.00 §00.00 -570.00 36.7%
870.00 2,460.00 -1,590.00 35.4%
0.00 0.00 0.00 0.0%
2,900.00 3,000.00 -100.00 96.7%
0.00 0.00 0.00 0.0%
350.00 600.00 -250.00 58.3%
200.00 1,300.00 -1,100.00 15.4%
91,435.00 105,000.00 -13,565.00 87.1%
150.00 5,650.00 -5,500.00 2.7%
75.00 100.00 -25.00 75.0%
360.00 1,140.00 -780.00 31.6%
180.00 660.00 -480.00 27.3%
210.00 930.00 -720.00 22 6%
660.00 1,860.00 -1,200.00 35.5%
720.00 2,310.00 -1,5%0.00 3N.2%
810.00 2,310.00 -1,500.00 35.1%
4,714.96 6,500.00 -1,785.04 72.5%
200.00 1,000.00 -800.00 20.0%
199,929.96 234,520.00 -34,590.04 85.3%
199,929.96 234,520.00 -34,590.04 85.3%
21,207.38 73,420.00 -52,212.62 28.9%
9,007.06 27,319.00 -18,311.94 33.0%
1,320.00 2,585.00 -1,275.00 50.9%
2,198.04 8,102.00 -5,903.96 27.1%
1,794.38 6,044.00 -4,249 62 29.7%
5,884.16 26,052.00 -20,167.84 22.6%
2407 218.00 -193.93 11.0%
11.82 81.00 -79.18 13.0%
78.65 1,000.00 -921.35 7.9%
0.00 400.00 -400.00 0.0%
1,058.40 1,500.00 -441.60 70.6%
319.60 1,000.00 -680.40 32.0%
20.00 100.00 -80.00 20.0%
0.00 100.00 -100.00 0.0%
268.00 400.00 -132.00 67.0%
0.00 100.00 -100.00 0.0%
0.00 6,006.00 -6,000.00 0.0%
0.00 500.00 -500.00 0.0%
0.00 7,800.00 -7,800.00 0.0%
0.00 450.00 -450.00 0.0%
0.00 1,300.00 -1,300.00 0.0%
0.00 1,000.00 -1,000.00 0.0%
3,200.00 3,900.00 -700.00 82.1%
0.00 300.00 -300.00 0.0%
0.00 7,100.00 -7,100.00 0.0%
0.00 0.00 0.00 0.0%
1,390.00 6,000.00 -4,610.00 23.2%
357.75 600.00 -242.25 59.6%
1,293.06 10,400.00 -9,106.95 12.4%
1,921.48 7,000.00 -5,078.52

27.4%



5204220 -

5204230

5204490
5204530
5204540

5204560
5204590

5205028

5228000

South Dakota Board of Accountancy
Profit & Loss Budget vs. Actual

July through October 2015

Equipment Service & Maintenance

+ Janitorial/Maintenance Services
5204340 -
5204360 -
5204440 -
5204460 -
5204480 -
- Rents Privately Owned Property
5204510 -
- Telecommunications Services

- Electricity

- Water

- Insurance Premiums/Surety Bonds
5204740 -
5204960 -
5205020 -
- OFFICE SUPPLIES-2
5205310 -
5205320 -
5205330 -
5205340 -
5205350 -
§207430 -
5207900 -
5207950 -
5207955 -
5207960 -
- Operating Transfers Out-NonBudg
5228030 -

Computer Software Maintenance
Advertising-Newspapers
Newsletter Publishing
Equipment Rental

Microfilm and Photography

Rent-Other

Bank Fees and Charges
Other Contractual Services
Office Supplies

Printing State
Printing/Duplicating/Binding Co
Suppliemental Publications
Microfilm Supplies/Materials
Postage :

Office Machines

Computer Hardware

System Development
Computer Hardware Other
Computer Software Expense

Depraciafion Expense

Total Expense

Net Ordinary Income

Net Income

Jul - Oct 15 Budget $ Over Budget % of Budget
10.24 300.00 -289.76 34%
506.20 1,560.00 -1,053.80 32.4%
614.50 2,000.00 -1,385.50 30.7%
0.00 1,000.00 -1,000.00 0.0%
0.00 1,100.00 -1,100.00 0.0%
887.00 4,000.00 -3,113.00 22.2%
0.00 0.00 0.00 0.0%
5,077.80 15,234.00 -10,156.20 33.3%
0.00 500.00 -500.00 0.0%
1,022.26 3,500.00 2477.74 29.2%
152.87 865.00 -712.13 17.7%
44.70 240.00 -195.30 18.6%
0.00 1,710.00 -1,710.00 0.0%
3,898.52 6,000.00 -2,101.48 65.0%
0.00 0.00 0.00 0.0%
571.58 2,000.00 -1,428.42 28.6%
0.60 0.00 0.00 0.0%
0.00 500.00 -500.00 0.0%
48.30 1,060.00 -951.70 4.8%
_0.00 760.00 -700.00 0.0%
0.00 0.00 0.00 0.0%
0.00 2,500.00 -2,500.00 0.0%
0.00 100.00 -100.00 0.0%
85.00 4,800.00 -4.715.00 1.8%
0.0¢ 1,000.00 -1,000.00 0.0%
0.0¢ 500.00 -500.00 0.0%
0.00 500.00 -500.00 0.0%
1,237.55 7,400.00 -6,162.45 16.7%
0.00 0.00 0.00 0.0%
65,510.36 259,800.00 -194,289 .64 25.2%
134,419.60 -25,280.00 159,699.60 -531.7%
134,419.60 -25,280.00 159,699.60 -531.7%




South Dakota Board of Accountancy
PREVIOUS YEAR MONTHLY COMPARISON

Ordinary income/Expense

Income

4293550 -

4293551
4293552
4293553

4283554 -
4293555 -
4293567 -
4293558 -

4293561

4293563 -
4293566 -

4293568
4203569
4293570
4293571

4293572 -
4293573 -
4293574 -

4896021

Total income

Gross Profit

Expense
5101010

§101020 -
$101030 -
5102010 -
5102020 -
5102060 -
- 5102080 -
5102090 -
5203030 -
5203100 -

5203150
5204040
5204180
5204181

5204200 -
5204220 -
5204230 -
5204360 -
5204460 -
5204490 -
5204530 -
5204540 -
5204560 -

5204740
5205020
5206320
5205330

5205350 -
6228000 -
5228030 -

Total Expense

Net Ordinary Income

Net Income

October 2015

Oct 15 Oct 14 % Change % Change
Initial Individual Certificate 200.00 450.00 -250.00 -55.6%
- Certificate Renewals-Active 50.00 0.00 50.00 100.0%
- Certificate Renewals-Inactive 50.00 150.00 -100.00 -56.7%
- Ceitificate Renewals-Retired 10.00 0.00 10.00 100.0%
Initial Firm Permits 0.00 50.00 -50.00 -100.0%
Firm Permit Renewals 0.00 50.00 -50.00 -100.0%
Initial Audit 120.00 60.00 60.00 100.0%
Re-Exam Audit 330.00 180.00 150.00 83.3%
- Late Fees-Certificate Renewals 100.00 150.00 -50.00 -33.3%
Late Fees-Firm Permit Renewals 0.00 50.00 -50.00 -100.0%
Firm Permit Owners 0.00 130.00 -130.00 -100.0%
- Firm Permit Name Change 25.00 0.00 25.00 100.0%
- Initial FAR 210.00 120.00 90.00 75.0%
- Initial REG 120.00 0.00 120.00 100.0%
- Inital BEC 120.00 0.00 120.00 100.0%
Re-Exam FAR 300.00 150.00 150.00 100.0%
Re-Exam REG 270.00 210.00 60.00 28.6%
Re-Exam BEC 270.00 150.00 120.00 80.0%
- Legal Recovery Cost -1,000.00 0.00 -1,000.00 ~100.0%
1,175.00 1,900.00 -725.00 -38.2%
1,175.00 1,800.00 -725.00 -38.2%
- F-T Emp Sal & Wages 7,053.09 6,138.01 915.08 14.9%
P-T/Temp Emp Sal & Wages 3,255.90 4,200.30 -944 .40 -22.5%
Board & Comm Mbrs Fees 0.00 240.00 -240.00 -100.0%
OASI-Employer's Share 681.41 74410 -62.69 -8.4%
Retirement-ER Share 605.64 606.18 -0.54 -0.1%
Health /Life Ins.-ER Share 1,873.57 3,233.25 -1,359.68 421%
Worker's Compensation 8.21 6.21 2.00 32.2%
Unemployment Insurance 3.98 4.66 -0.68 -14.6%
In State-Auto- Priv. High Miles 0.00 368,12 -308.12 -100.0%
In State-Lodging 0.00 333.25 -333.25 -100.0%
- InState-Non-Tax Meals OverNight 0.00 165.00 -165.00 -100.0%
- Consultant Fees-Accounting 0.00 6,390.00 -6,380.00 -100.0%
- Computer Services-State 87.00 87.75 0.75 -0.9%
- Computer Development Serv-State 38.15 268.00 -229.85 -85.8%
Central Services 25215 132.91 119.24 B9.7%
Equipment Service & Maintenance 1.69 423 -2.54 -60.1%
Janitoriai/Maintenance Services 126.55 122.86 3.69 3.0%
Advertising-Newspapers 0.00 212.20 -212.20 -100.0%
Equipment Rental 71.00 57.00 14.00 24 6%
Rents Privately Owned Property 1,269.45 1,269.45 0.00 0.0%
Telecommunications Services 247 .37 257.64 -10.27 -4.0%
Electricity 45.85 £8.08 -12.23 211%
Water 22.35 22.36 0.00 0.0%
» Bank Fees and Charges 109.28 129.37 -20.09 -15.5%
- Office Supplies 160.41 0.00 160.41 100.0%
- Printing/Duplicating/Binding Co 0.00 30.00 -30.00 -100.0%
* Supplemental Publications 0.00 387.50 -387.50 -100.0%
Postage 0.00 21.02 -21.02 -100.0%
Operating Transfers Out-NonBudg 403.44 183.07 220.37 120.4%
Depreciation Expense 0.00 1,005.86 -1,005.86 -100.0%
16,316.49 26,708.37 -10,391.88 -38.9%
-15,141.49  -24 B0B.37 9,666.88 39.0%

-15,141.49 -24,808.37 9,666.88

39.0%
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PREVIOUS YEAR TO DATE MONTHLY COMPARISON
July through October 2015

South Dakota Board of Accountancy

Ordinary Income/Expense

Income

4293550 -
- Certificate Renewals-Active

+ Certificate Renewals-Inactive
- Certificate Renewals-Retired
4293554 -
4293555 -
4293557 -
4293558 -
- Late Fees-Certificate Renewals

- Late Fees-Firm Permit Renewals
4293564 -
4293566 -
4293567 -
4293568 -
4293569 -
4293570 -
- Inital BEC

- Re-Exam FAR
4293573 -
4293574 -
4491000 -
- Legal Recovery Cost

4293551
4293552
4293553

4293561
4293563

42093571
4293572

4896021

Initial Individual Certificate

Initial Firm Permits
Firm Permit Renewals
Initial Audit

Re-Exam Audit

Late Fees-Peer Review
Firm Permit Owners

Peer Review Admin Fee
Firm Permit Name Change
Initial FAR

Initial REG

Re-Exam REG
Re-Exam BEC
interest and Dividend Revenue

Total Income

Gross Profit
Expense

5101010 -
5101020 -
5101030 -
5102010 -
5102020 -

5102060
§102080

5203150
5203260
5203280

5204160
5204180
5204181

5204340

5204460
5204490
5204510

F-T Emp Sal & Wages
P-T/Temp Emp Sal & Wages
Board & Comm Mbrs Fees
OASI-Employer's Share
Retirement-ER Share

- Health /Life Ins.-ER Share
- Worker's Compensation
5102090
5203010 -
5203020 -
5203030 -
5203100 -
5203120 -
- InState-Non-Tax Meals OverNight
- 08-Air Commercial Carrier

- 08-Other Public Carrier

5203300 -
5203320 -
5203350 -
5204010 -
5204020 -
5204040 -
* Workshop Registration Fees

- Computer Services-State

* Computer Development Serv-State
5204200 -
5204220 -
5204230 -
+ Computer Software Maintenance
5204360 -
5204440 -

Unemployment Insurance
Auto--State Qwned
Auto-Private-Ownes Low Mileage
In State-Auto- Priv. High Miles

In State-Lodging

In State-Incidentals to Travel

0S-Lodging

0OS-Incidentals to Travel
08-Non-Taxable Meals Overnight
Subscriptions

Dues and Membership Fees
Consultant Fees-Accounting

Central Services
Equipment Service & Maintenance
Janitorial/Maintenance Services

Advertising-Newspapers
Newsletter Publishing

- Equipment Rental

- Rents Privately Owned Property
* Rent-Other

5204530 -
5204540 -
5204560 -

Telecommunications Services
Electricity
Water

Jul-0Oct15  Jul - Qct 14 § Change % Change
825.00 1,300.00 -475.00 -36.5%
60,200.00 57,450.00 2,750.00 4.8%
20,050.00 20,050.00 0.00 0.0%
1,040.00 970.00 70.00 7.2%
50.00 400.00 -350.00 -87.5%
13,600.00 14,010.00 -410.00 -2.9%
330.00 240.00 90.00 37.5%
870.00 750.00 120.00 16.0%
2,900.00 2,600.00 300.00 11.5%
350.00 300.00 50.00 16.7%
200.00 250.00 -50.00 -20.0%
91,435.00 89,280.00 2,155.00 2.4%
150.00 450.00 -300.00 -66.7%
75.00 75.00 0.00 0.0%
360.00 450.00 -80.00 -20.0%
180.00 180.00 0.00 0.0%
210.00 240.00 -30.00 -12.5%
660.00 480.00 180.00 37.5%
720.00 720.00 0.00 0.0%
810.00 660.00 150.00 22.7%
4,714.96 3,578.78 1,136.18 31.8%
200.00 100.00 100.00 100.0%
190,929.96 194,533.78 5,366.18 2.8%
199,929.95 194,533.78 5,396.18 2.8%
21,207.38 18,414.02 2,793.36 15.2%
9,007.06 12,081.06 -3,074.00 -25.4%
1,320.00 1,080.00 240.00 22.2%
2,198.04 2,262.60 -64.56 -2.9%
1,794.38 1,815.60 -21.22 -1.2%
5,884.16 9,699.75 -3,815.59 -39.3%
2407 18.32 5.75 31.4%
11.82 13.75 -1.93 -14.0%
78.65 0.00 78.65 100.0%
0.00 180.80 -180.80 -100.0%
1,058.40 1,002.98 -34.58 -3.2%
319.60 673.75 -354.15 -52.6%
20.00 10.00 10.00 100.0%
268.00 363.00 -95.00 -26.2%
0.00 609.70 -609.70 -100.0%
0.00 13.85 -13.85 -100.0%
0.00 173.44 -173.44 -100.0%
0.00 16.00 -16.00 -100.0%
0.00 34.00 -34.00 -100.0%
Q.00 313.00 ~313.00 -100.0%
3,200.00 3,200.00 0.00 0.0%
0.00 - 6,390.00 -6,380.00 -100.0%
1,380.00 2,085.00 -695.00 -33.3%
367.75 321.75 36.00 11.2%
1,293.05 1,300.00 -6.95 -0.5%
1,921.48 2,565.65 -644 .17 -251%
10.24 18.45 -8.21 -44 5%
506.20 491 .44 14.76 3.0%
614.50 122.50 492.00 401.6%
0.00 773.53 -773.53 -100.0%
0.00 444.00 -444.00 -160.0%
887.00 825.00 62.00 7.5%
5,077.80 5,077.80 0.00 0.0%
0.00 230.80 -230.80 -100.0%
1,022.26 984 64 37.62 3.8%
152.87 198.76 -45.89 -23.1%
4470 4470 0.00 0.0%
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PREVIOUS YEAR TO DATE MONTHLY COMPARISON
July through October 2015

5204740 -
5205020 -
* Printing/Duplicating/Binding Co
- Supplemental Publications

5205350 -
5207900 -
5228000 -
- Depreciation Expense

5205320
5205330

5228030

South Dakota Board of Accountancy

Bank Fees and Charges
Office Supplies

Postage
Computer Hardware
Operating Transfers Out-NonBudg

Total Expense

Net Ordinary Income

Net income

Jul-Oct15  Jul-Oct14 $ Change % Change
3,898.52 3,644.99 253.53 7.0%
571.58 87.35 48423 554 4%
48.30 93.00 -44.70 -48.1%
0.00 387.50 -387.50 -100.0%
0.00 1,827.52 -1,927.52 -100.0%
85.00 175.00 -90.00 -51.4%
1,237.55 1,340.30 -102.75 -1.7%
0.00 4,023.52 -4,023.52 -100.0%
65,510.36 85,618.82 -20,108.48 -23.5%
134,419.60 108,914.96 25,604 .64 23.4%
134,419.60 108,914.96 25,504.64 23.4%
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BA1409R1

AGENCY : 10 LABOR & REGULATION
BUDGET UNIT: 1031 BOARD OF ACCOUNTANCY

COMPANY CENTER ACCOUNT
6503 103100061802 1240000

COMPANY/SOURCE TOTAL 6503 618

COMF/BUDG UNIT TOTAL 6503 1031

BUDGET UNIT TOTAL 1031

STATE COF SOUTH DAROTA
CASH CENTER BALANCES

AS OF: 11/30/2015

BALANCE
438,097.51
438,097.51
438,097.51
438,097.51

DR/CR CENTER DESCRIPTION
DR BOARD QF ACCOUNTANCY
DR *

DR *=*
DR *#%%

PAGE

127



BAO205AS 12/05/2015
AGENCY LABOR & REGULATION
BUDGET UNIT 1031 BOARD OQF ACCOUNTANCY
CENTER-5 10310 BOARD OF ACCOUNTANCY
DOCUMENT
COoMP CENTER ACCOUNT NUMBER
COMPANY NO 6503
COMPANY NAME PROFESSIONAL & LICENSING BOARDS
6503 103100061802 51010100 CGEX151112
6503 103100061802 51010100 CGEX151123
OBJSUB: 5101010 F-T EMP SAL & WAGES
6503 103100061802 51010200 CGEX151112
OBJSUB: 5101020 P-T/TEMF EMP SAL & WAGES
6503 103100061802 51010300 CGEX151112
OBJSUB: 5101030 BOARD & COMM MBRS FEES
OBJECT: 5101 EMPLOYEE SALARIES
6503 103100061802 51020100 CGEX151112
6503 103100061802 51020100 CGEX151123
OBJSUEB: 5102010 OASI-EMPLOYER'S SHARE
6503 103100061802 51020200 CGEX151112
6503 103100061802 51020200 CGEX151123
OBJSUB: 35102020 RETIREMENT-ER SHARE
6503 103100061802 51020600 CGEX151112
CBJSUB: 5102060 HEALTH/LIFE INS.-ER SHARE
6503 103100061802 51020800 CEEX151112
6503 103100061802 51020800 CGEX151123
OBJSUB: 5102080 WORKER'S COMPENSATION
6503 103100061802 51020900 CGEX151112
6503 103100061802 51020900 CGEX151123
OBJSUB: 5102090 UNEMPLOYMENT COMPENSATION
OBJECT: 5102 EMPLOYEE BENEFITS
GROUP: 51 PERSONAL SERVICES
6503 103100061802 52040500 168C1000022 6466
OBJSUB: 5204050 COMPUTER CONSULTANT
6503 103100061802 52041800 Dp61010l
OBJSUB: 5204180 COMPUTER SERVICES-STATE
6503 103100061802 52042000 FM6092070
6503 103100061802 52042000 FM605070
6503 103100061802 52042000 FM602070
6503 103100061802 52042000 PL610059

6503

OBJSUB:

103100061802 52042200

STATE OF SOUTH DAROTA

MONTHLY EXPENDITURE REPORT

FOR PERIOD ENDING:

5204200 CENTRAL SERVICES

IN229436

POSTING
DATE

11/18/2015

11/24/2015

i1/18/2015

11/18/2015

11/18/2015
11/24/2015

11/18/2015
11/24/2015

11/18/2015

11/18/2015
11/24/2015

11/18/2015

11/24/2015

11/20/2015

11/24/2015

12/02/2015
12/02/2015
12/02/2015
11/27/2015

11/18/2015

11/30/2015

JV AFPVL #,

OR PAYMENT #

00258653

00257059

SHORT
NAME

GLSOLUTION

ABBUSINESS

VENDOR
NUMBER

12290765

12036980

VENDOR
GROUP

FAGE

AMOUNT

1,971.64
120.00

2,091.64
868.42

868.42
720.00

720.00
3,680.06
236.87
95.18

246.05
170.41
7.20

177.61
605.11

605.11
2,27
.10

2.37
1.10
.05

1.15
1,032.29
4,712.35
8,000.00

8,000.00
96.75

96.75
1,224.21
1,224,122
1,224.12

154.62

1,378.83
72.26

113

DR/
CR

DR

DR *
DR

DR =*
DR

DR %%
DR
DR

DR
DR

DR *
DR

DR *
DR
DR

DR *
DR
DR

DR *%
DR *%%*
DR

DR *
DR

DR
DR
CR
DR

DR *
DR



BAO205AS5 12/05/2015
AGENCY 10 LABOR & REGULATION
BUDGET UNIT 1031 BOARD OF ACCOQUNTANCY
CENTER-5 10310 BOARD OF ACCOUNTANCY
DOCUMENT
COMP CENTER ACCOUNT NUMBER
OBJSUB: 5204220 EQUIPMENT SERV & MAINT
6503 103100061802 52042300 16-018 AUG-JUN16
OBJSUB: 5204230 JANITORIAL & MATINT SERV
6503 103100061802 520449200 ACCOUNTRENTZ2 015
OBJSUB: 5204490 RENTS-PRIVATE OWNED PROP.
6503 103100061802 52045300 TL610155S
6503 103100061802 52045300 111109001 OCT15

6503

6503

6503

6503

6503

6503

6503

6503

103100061802 52049600

STATE OF SOUTH DAKCTA

MONTHLY EXPENDITURE REPORT
FOR PERICD ENDING: 11/30/2015

103100061802 52045300

CBJSUB: 5204530
103100061802 52045400

TELECOMMUNICATIONS SRVCS
5159417006 1015

OBJSUB: 5204540
103100061802 52045600

ELECTRICITY
68332 OCT15

OBJSUB: 5204560
103100061802 52047400

WATER
CIl06A~-029
OBJSUB:

5204740 BANK FEES AND CHARGES

13654579

OBJSUB: 5204960
OBJECT: 5204
103100061802 52053200

CTHER CONTRACTUAL SERVICE
CONTRACTUAL SERVICES
40505

CBJSUB: 5205320
OBJECT: 5205
103100061802 52079010

PRINTING- COMMERCIAL
SUPPLIES & MATERIALS
B04205809

OBJSUB: 5207901
OBJECT: 5207
103100061802 5228000

COMFUTER HARDWARE
CAPITAL OUTLAY
T106-037

OBJSUB: 5228000 OPER TRANS QUT -NON BUDGT
OBJECT: 5228 NONOP EXP/NONBGTD OP TR
GROUP: 52 OPERATING EXPENSES

COMP: 6503

CNTR: 103100061802

B. UNIT: 1031

2872483814161015

POSTING
DATE

12/02/2015
iz/02/2015

11/27/2015
11/06/2015
11/06/2015

11/11/2015
11/18/2015
11/13/2015

11/04/2015
11/27/2015
12/02/2015

11/06/2015

JV APPVL #,

OR PAYMENT #

00259948

02141068

00254057
00254827

02138699

00257045

248924

00252858

00259706

02141148

SHORT
NAME

SUNSETOFFI

MCGINNISRO

MIDCONTINE

ATTMOBILIT

XCELENERGY

ECOWATER

NATLASSNST

BUSINESSPR

SHIINTERNA

VENDOR
NUMBER

12043850

12074040

12023782

12279233

12023853

12035896

12005047

12003048

12011614

VENDOR
GROUP

01

PAGE

AMOUNT

72.2¢6
126.55

126.55
1,269.45

1,269.45
90.04
100.00
55.96

246.00
45.85

45.85
22.35

%2.35
129.56

129,56
1,511.73

1,511.73
12,899.33
34.50

34.50
34.50
32.12

32.12
32.12
541.97

541,97
541.97
13,507.%2
18,220.27
i8,220.27
18,220.27

114

DR/
CR

DR *
DR

DR *
DR

DR *
DR
DR
DR

DR *
DR

DR

DR *
DR

DR

DR *
DR **
DR

DR *
DR *%
DR

DR **
DR

DR *
DR *%

DR *%¥%
DR #*%%%

DR **%*+*
DR **kkk*



South Dakota Board of Accountancy

Balance Sheet
As of November 30, 2015

ASSETS
Current Assets
Checking/Savings
1130000 - Local Checking - Great Western
1140000 - Pool Cash State of SD

Total Checking/Savings

Other Current Assets
1131000 - interest Income Receivable
1213000 - Investment Income Receivabie

Total Other Current Assets

Total Current Assets

Fixed Assets
1670000 - Computer Software
Original Cost
1770000 - Depreciation

Total 1670000 - Computer Software
Total Fixed Assets

TOTAL ASSETS
LIABILITIES & EQUITY
Liabilities
Current Liabilities
Accounts Payable
2110000 - Accounts Payable

Total Accounts Payable

Other Current Liabilities
2430000 - Accrued Wages Payable
2810000 - Amounts Held for Others

Total Other Current Liabilities

Total Current Liabilities

Long Term Liabilities
2960000 - Compensated Absences Payable

Total Long Term Liabilities

Total Liabifities

Equity
3220000 ' Unrestricted Net Assets
3900 - Retained Earnings
Net Income

Total Equity

TOTAL LIABILITIES & EQUITY

Nov 30, 15

2,217.73
438,097.51

440,315.24

4,392.05
981.51

5,373.56

445,688.80

140,063.23

-140,063.23

0.00

0.00

445,688.80

21,723.61

21,723.61

6,729.32
19,355.19

26,084.51

47,808.12

18,468.756

18,468.75

66,276.87

252,447 33
11,248.06
115,716.54

379,411.93

445,688.80
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South Dakota Board of Accountancy

Profit & Loss Budget vs. Actual
July through November 2015

Jul - Nov 15 Budget $ Over Budget % of Budget
Ordinary Income/Expense
Income
4293550 - Initial Individual Certificate 1,075.00 2,800.00 -1,725.00 38.4%
4293551 - Certificate Renewals-Active
5208002 - Refunds -75.00
4293551 - Certificate Renewals-Active - Other 60,275.00 58,000.00 2,275.00 103.9%
Total 4293551 - Certificate Renewals-Active 60,200.00 58,000.00 2,200.00 103.8%
42935652 - Certificate Renewals-Inactive 20,050.00 21,000.00 -950.00 95.6%
4293553 - Certificate Renewals-Retired 1,040.00 800.00 240.00 130.0%
4293554 - Initial Firm Permits 100.00 700.00 -600.00 14.3%
4293555 - Firm Permit Renewals 13,650.00 15,500.00 -1,850.00 88.1%
4293567 - Initial Audit 360.00 900.00 -540.00 40.0%
4293558 - Re-Exam Audit 990.00 2,460.00 -1,470.00 40.2%
4293560 - Late Fees-Initial Certificate 0.00 0.00 0.00 0.0%
4293561 - Late Fees-Certificate Renewals 2,900.00 3,000.00 -100.00 96.7%
4293562 - Late Fees-Firm Permits 0.00 0.00 0.00 0.0%
4293563 - Late Fees-Firm Permit Renewals :
5208012 - REFUNDS -50.00
4293563 - L.ate Fees-Firm Permit Renewals - Other 450.00 600.00 -150.00 75.0%
Total 4293563 - Late Fees-Firm Permit Renewals 400.00 600.00 -200.00 66.7%
4293564 - Late Fees-Peer Review 250.00 1,300.00 -1,050.00 19.2%
4293566 - Firm Permit Owners " 93,000.00 105,000.00 -12,000.00 88.6%
4293567 - Peer Review Admin Fee 150.00 5,650.00 -5,500.00 2.7%
4293568 - Firm Permit Name Change 100.00 100.00 0.00 100.0%
4293569 - Initial FAR : 420.00 1,140.00 -720.00 36.8%
4293570 - Initial REG 210.00 660.00 -450.00 31.8%
4293571 - Inital BEC 270.00 930.00 -660.00 29.0%
4293572 - Re-Exam FAR 780.00 1,860.00 -1,080.00 41.9%
4293573 - Re-Exam REG 930.00 2,310.00 -1,380.00 40.3%
4293574 - Re-Exam BEC 960.00 2,310.00 -1,350.00 41.6%
4491000 - Interest and Dividend Revenue 4,714.96 6,500.00 -1,785.04 72.5%
4896021 - Legal Recovery Cost 200.00 1,000.00 -800.00 20.0%
Total Income 202,749.96 234,520.00 -31,770.04 86.5%
Gross Profit 202,749.96 234,520.00 -31,770.04 86.5%
Expense
5101010 - F-T Emp Sal & Wages 23,299.02 73,420.00 -50,120.98 31.7%
5101020 - P-T/Temp Emp Sal & Wages 9,875.48 27,319.00 -17,443.52 36.1%
5101030 - Board & Comm Mbrs Fees 2,040.00 2,595.00 -555.00 78.6%
5102010 - OAS!-Employer's Share 2,444 .09 8,102.00 -5,657.91 30.2%
5102020 - Retirement-ER Share 1,971.99 6,044.00 -4,072,01 32.6%
5102060 - Health /Life Ins.-ER Share 6,489.27 26,052.00 -19,562.73 24.9%
5102080 - Worker's Compensation 26.44 218.00 -191.56 12.1%
5102090 - Unemployment Insurance 12.97 91.00 -78.03 14.3%
5203010 - Auto--State Owned 78.65 1,000.00 -921.35 7.9%
5203020 - Auto-Private-Ownes Low Mileage 103.96 400.00 -296.04 26.0%
5203030 - In State-Auto- Priv. High Miles 1,108.80 1,500.00 -391.20 73.9%
5203100 ' In State-Lodging 319.60 1,000.00 -680.40 32.0%
5203120 - In State-Incidentals to Travel 20.00 100.00 -80.00 20.0%
5203140 - InState-Tax Meals Not Overnigt 11.00 100.00 -89.00 11.0%
5203150 - InState-Non-Tax Meals OverNight 268.00 400.00 -132.00 67.0%
5203230 - OS-Auto Private High Mileage 0.00 100.00 -100.00 0.0%
5203260 - 0S-Air Commercial Carrier 1,180.40 6,000.00 -4,809.60 18.8%
5203280 - OS-Other Public Carrier 124.00 500.00 -376.00 24.8%
5203300 - OS-Lodging 1,730.46 7,800.00 -6,069.54 22.2%
5203320 - OS-Incidentals to Travel 158.00 450.00 -292.00 35.1%
5203350 - OS-Non-Taxable Meals Overnight 234.00 1,300.00 -1,066.00 18.0%
5204010 - Subscriptions 208.98 1,000.00 -791.02 20.9%
5204020 - Dues and Membership Fees 3,200.00 3,900.00 -700.00 821%
5204030 - Legal Document Fees 0.00 300.00 -300.00 0.0%
5204040 - Consultant Fees-Accounting 0.00 7,100.00 -7,100.00 0.0%

5204080 - Consultant Fees--Legal 0.00 0.00 0.00° 0.0%



5204160
5204180 -
- Computer Development Serv-State
§204200 -

5204181

5204220

5204340

5204530
5204540
5204560

5204740
5204960
5205020
5205028
5205310
5205320
5205330

South Dakota Board of Accountancy

Profit & Loss Budget vs. Actual

July through November 2015

Workshop Registration Fees
Computer Services-State

Central Services

- Equipment Service & Maintenance
5204230 -

Janitorial/Maintenance Services

- Computer Software Maintenance
5204360
5204440 -
5204460 -
5204480 -
5204490 -
5204510 -
- Telecommunications Services
- Electricity

- Water

5204590 -

Advertising-Newspapers
Newsletter Publishing
Equipment Rental

Microfilm and Photography
Rents Privately Owned Property
Rent-Other

Insurance Premiums/Surety Bonds

- Bank Fees and Charges

- Other Confractual Services

- Dffice Supplies

- OFFICE SUPPLIES-2

- Printing State

- Printing/Duplicating/Binding Co
- Supplemental Publications
5205340 -
5205350 -
5207430 -
5207800 -
5207950 -
5207955 -
5207960 -
§228000 -
5228030 -

Microfilm Supplies/Materials
Postage

Office Machines

Computer Hardware

System Development

Computer Hardware Other
Computer Software Expense
Operating Transfers Out-NonBudg
Depreclation Expense

Total Expense

Net Ordinary Income

Net Income

Jul - Nov 15 Budget $ Over Budget % of Budget
1,390.00 6,000.00 -4,.610.00 23.2%
831.75 600.00 -68.25 88.6%
1,312.85 10,400.00 -9,087.15 12.6%
3,300.31 7,000.00 -3,699.69 47.1%
11.50 300.00 -288.50 3.8%
632.75 1,560.00 -927.25 40.8%
614.50 2,000.00 -1,385.50 30.7%
0.00 1,000.00 -1,000.00 0.0%
0.00 1,100.00 -1,100.00 0.0%
1,561.00 4,000.00 -2,439.00 39.0%
0.00 0.00 0.00 0.0%
6,347.25 15,234.00 -8,886.75 41.7%
248.80 500.00 -251.20 49.8%
1,353.95 3,500.00 -2,146.05 38.7%
201.97 865.00 -663.03 23.3%
4470 240.00 -195.30 18.6%
0.00 1,710.00 -1,710.060 0.0%
4,028.08 6,000.00 -1,971.92 87.1%
0.00 0.00 0.00 - 0.0%
591.58 2,000.00 -1,408.42 29.86%
0.00 0.00 0.00 0.0%
0.00 © 500.00 -500.00 0.0%
82.80 1,000.00 -917.20 8.3%
0.00 700.00 -700.00 0.0%
0.00 Q.00 . 0.00 0.0%
0.00 2,500.00 -2,500.00 0.0%
0.00 100.00 -100.00 0.0%
85.00 4,800.00 -4,718.00 1.8%
0.00 1,000.00 -1,000.00 0.0%
0.00 500.00 -500.00 0.0%
8,000.00 500.00 7,500.00 1,600.0%
1,779.52 7,400.00 -5,620.48 24.0%
0.00 0.00 0.00 0.0%
B7,033.42 259,800.00 -172,766.58 33.5%
115,716.54 - -25,260.00 140,996.54 -457.7%
115,716.54 -25,280.00 140,998.54 -457.7%




South Dakota Board of Accountancy
PREVIOUS YEAR MONTHLY COMPARISON

Ordinary Income/Expense

Income

4293550
4293554 -
4293555
4293557
4293558
4293563
4293564 -
4293566 -
4293568 -
4293569 -
4293570 -

4293571

4203572 -
4293573 -
4293574 -

Total Income

Gross Profit

Expense

5101010 -
5101020 -

5101030
5102010
5102020
5102060
5102080
5102090
5203010
5203020
5203030
5203140
5203260
5203280
6203300
- 5203320
5203350
5204010
5204040
5204180
5204181
5204200
5204220
5204230
5204360
5204460
5204490
5204510
5204530
5204540
5204740
5205020
5205320
5205330
5207900
5207960
5228000
5228030

Total Expense

Net Ordinary Income

Net income

November 2015
Nov 15 Nov 14 % Change % Change
Initial Individual Certificate 250.00 0.00 250.00 100.0%
Initial Firm Permits 50.00 50.00 0.00 0.0%
Firm Permit Renewals 50.00 0.00 50.00 100.0%
Initial Audit 30.00 0.00 30.00 100.0%
Re-Exam Audit 120.00 150.00 ~30.00 -20.0%
Late Fees-Firm Permit Renewals 50.00 0.00 50.00 100.0%
Late Fees-Peer Review 50.00 0.00 50.00 100.0%
Firm Permit Owners 1,565.00 585.00 980.00 167.5%
Firm Permit Name Change 25.00 0.00 25.00 100.0%
Initial FAR 60.00 60.00 0.00 0.0%
Initial REG 30.00 30.00 0.00 0.0%
- Inital BEC 60.00 0.00 60.00 100.0%
Re-Exam FAR 120.00 30.00 90.00 300.0%
Re-Exam REG 210.00 60.00 150.00 250.0%
Re-Exam BEC 150.00 150.00 0.00 0.0%
2,820.00 1,115.00 1,705.00 152.9%
2,820.00 1,115.00 1,705.00 152.9%
F-T Emp Sal & Wages 2,091.64 2,156.00 -64.36 -3.0%
P-T/Temp Emp Sal & Wages 868.42 1,073.66 -205.24 -19.1%
» Board & Comm Mbrs Fees 720.00 1,020.00 -300.00 -29.4%
- OASI-Employer's Share 248.05 315.67 -69.62 -22.1%
- Retirement-ER Share 177.61 187.85 -10.24 -5.5%
- Health /Life Ins.-ER Share 605.114 718.50 -113.39 -15.8%
- Worker's Compensation 2.37 1.94 0.43 22.2%
- Unemployment Insurance 1.15 1.45 -0.30 -20.7%
- Auto--State Owned 0.00 12312 -123.12 -100.0%
 Auto-Private-Ownes Low Mileage 103.96 0.00 103.96 100.0%
* In State-Auto- Priv. High Miles 50.40 44.40 6.00 13.5%
- InState-Tax Meals Not Overnigt 11.00 0.60 11.00 100.0%
- 0S.Air Commercial Carrier 1,190.40 1,558.10 -367.70 -23.6%
- 08-Other Public Carrier 124.00 87.46 36.54 41.8%
- 08-L.odging 1,730.46 3,148.75 -1,418.29 -45.0%
* OS-Incidentals fo Travel 158.00 152.00 6.00 4.0%
- 08-Non-Taxable Meals Overnight 234.00 296.00 -62.00 -21.0%
- Subscriptions 208.88 250.58 -41.60 -16.6%
- Consulitant Fees-Accounting 0.00 710.00 -710.00 -100.0%
- Computer Services-State 174.00 87.75 86.25 98.3%
 Computer Development Serv-State 19.80 25460 -234.80 -92.2%
 Central Services 1,378.83 261.52 1,117.31 427 2%
- Equipment Service & Maintenance 1.26 532 -4.06 -76.3%
- Janitorial/Maintenance Services 126.55 122.86 3.69 3.0%
- Advertising-Newspapers 0.00 164.80 -164.80 -100.0%
+ Equipment Rental 674.00 654.00 20.00 31%
+ Rents Privately Owned Property 1,269.45 1,269.45 0.00 0.0%
- Rent-Other 248.80 0.00 248.80 100.0%
- Telecommunications Services 33169 257.72 73.97 28.7%
- Electricity 49.10 51.96 -2.86 -5.5%
- Bank Fees and Charges 129.56 83.64 45.92 54.9%
+ Office Supplies 20.00 28.01 -8.01 -28.6%
- Printing/Duplicating/Binding Co 34.50 0.00 34.50 100.0%
- Supplemental Publications 0.00 280.00 -280.00 -100.0%
- Computer Hardware 0.00 67.62 -67.62 -100.0%
- Computer Software Expense 8,000.00 0.00 8,000.00 100.0%
- Operating Transfers Out-NcnBudg 541.97 565.94 -23.97 -4.2%
- Depreciation Expense 0.00 1,005.86 -1,005.86 -100.0%
21,523.06 17,006.53 4,516.53 26.6%
-18,703.06 -15,891.53 -2,811.53 -17.7%
-18,703.06 -15,891.53 -2,811.53 17.7%
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South Dakota Board of Accountancy
PREVIOUS YEAR TO DATE MONTHLY COMPARISON

July through November 2015

Ordinary Income/Expense

Income

4293550 -
- Certificate Renewals-Active
4293552 -
4293553 -
4293554 -
- Firm Permit Renewals

- Initial Audit

* Re-Exam Audit

- Late Fees-Certificate Renewals

- Late Fees-Firm Permit Renewals
4293564 -
 Firm Permit Owners

- Peer Review Admin Fee

* Firm Permit Name Change
4293569 -
4293570 -
4293571 -
4293572 -
4293573 -
4293574 -
4491000 -
- Legal Recovery Cost

4293551

4293555
4293557
4293558
4293561
4293563

4293566

4293567
4293568

4896021

Initial Individual Certificate

Certificate Renewals-Inactive
Certificate Renewals-Retired
Initial Firm Permits

Late Fees-Peer Review

initial FAR

Initial REG

Inital BEC

Re-Exam FAR

Re-Exam REG

Re-Exam BEC

Interest and Dividend Revenue

Total Income

Gross Profit

Expense

5101010 -
5101020 -
- Board & Comm Mbrs Fees
- OASI-Employer's Share

* Retirement-ER Share

- Health /Life Ins.-ER Share
- Worker's Compensation

- Unemployment Insurance
5203010 -
5203020 -
5203030 -
5203100 -
5203120 -
5203140 -
5203150 -
5203260 -
5203280 -
5203300 -
5203320 -
- 08-Non-Taxable Meals Overnight
- Subscriptions

- Dues and Membership Fees

- Consultant Fees-Accounting
5204160 -
5204180 -
- Computer Development Serv-State
5204200 -
5204220 -
5204230 -
5204340 -
5204360 -
5204440 -
5204460 -
5204490 -
5204510 -
- Telecommunications Services
- Electricity

5101030
5102010
5102020
5102060
5102080
5102090

5203350
5204010
5204020
5204040

5204181

5204530
5204540

F-T Emp Sal & Wages
P-TiTemp Emp Sal & Wages

Auto--State Owned
Auto-Private-Ownes Low Mileage
In State-Auto- Priv. High Miles

In State-Lodging

In State-incidentals to Travel
InState-Tax Meals Not Overnigt
inState-Non-Tax Meals OverNight
0S-Air Commercial Carrier
0S-0Other Public Carrier
0S5-Lodging

0OS5-incidentals to Travel

Workshop Registration Fees
Computer Services-State

Central Services

Equipment Service & Maintenance
Janitorial/Maintenance Services
Computer Software Maintenance
Advertising-Newspapers
Newsletter Publishing

Equipment Rental

Rents Privately Owned Property
Rent-Other

Jul-Nov15  Jul- Nov 14 $ Change % Change
1,075.00 1,300.00 -225.00 -17.3%
60,200.00 57,450.00 2,750.00 4.8%
20,050.00 20,050.00 0.00 0.0%
1,040.00 970.00 70.00 7.2%
100.00 450.00 -350.00 -77.8%
13,650.00 14,010.00 -360.00 -2.6%
360.00 240.00 120.00 50.0%
990.00 900.00 90.00 10.0%
2,900.00 2,600.00 300.00 11.5%
400.00 300.00 100.00 33.3%
250.00 250.00 0.00 0.0%
93,000.00 89,865.00 3,135.00 3.5%
150.00 450.00 -300.00 -66.7%
100.00 75.00 25.00 33.3%
420.00 510.00 -80.00 -17.7%
210.00 210.00 0.00 0.0%
270.00 240.00 30.00 12.5%
780.00 510.00 270.00 52.9%
930.00 780.00 150.00 19.2%
960.00 810.00 150.00 18.5%
4,714.96 3,578.78 1,136.18 31.8%
200.00 100.C0 100.00 100.0%
202,749.96 195,648.78 7,101.18 3.6%
202,749.06 195,648.78 7,101.18 36%
23,288.02 20,570.02 2,729.00 13.3%
9,875.48 13,164.72 -3,279.24 -24.9%
2,040.00 2,100.00 -60.00 -2.9%
2,444 09 2,578.27 -134.18 -5.2%
1,971.99 2,003.45 -31.46 -1.6%
6,489.27 10,418.25 -3,928.98 -37.7%
26.44 20.26 6.18 30.5%
1297 15.20 -2.23 -14.7%
78.65 123.12 -44 .47 -36.1%
103.96 180.80 -76.84 -42 5%
1,108.80 1,137.38 -28.58 -2.5%
319.60 673.75 -354.15 -52.6%
20.00 10.00 10.00 100.0%
11.00 0.00 11.00 100.0%
268.00 363.00 -85.00 -26.2%
1,190.40 2,167.80 -977.40 -45.1%
124.00 101.31 22.69 22 4%
1,730.46 3,322.19 -1,591.73 -47 9%
158.00 168.00 -10.00 -6.0%
234.00 330.00 -96.00 -29.1%
208.98 563.58 -354.60 -62.9%
3,200.00 3,200.00 0.00 0.0%
0.00 7,100.00 -7,100.00 -100.0%
1,390.00 2,085.00 -695.00 -33.3%
531.75 409.50 122.25 29.9%
1,312.85 1,554.60 -241.75 -15.6%
3,300.31 282717 473.14 16.7%
11.50 23.77 -12.27 -51.6%
632.75 614.30 18.45 3.0%
614.50 122.50 492.00 401.6%
0.00 938.33 -938.33 -100.0%
0.00 444 00 -444.00 -100.0%
1,561.00 1,479.00 §2.00 5.5%
6,347.25 6,347.25 0.00 0.0%
248.80 230.80 18.00 7.8%
1,353.95 1,242 36 111.59 9.0%
201.97 250.72 -48.75 -19.4%
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5204560 -
5204740 -
- Office Supplies
5205320 -
5205330
5205350 -
5207900 -
5207960 -
* Operating Transfers Qut-NonBudg
- Depreciation Expense

5205020

5228000
5228030

South Dakota Board of Accountancy
PREVIOUS YEAR TO DATE MONTHLY COMPARISON

July through November 2015

Water
Bank Fees and Charges

Printing/Duplicating/Binding Co
Supplemental Publications
Postage

Computer Hardware

Computer Software Expense

Total Expense

Net Ordinary Income

Net Income

Jul-Nov15  Jul - Nov 14 $ Change % Change
4470 4470 0.00 0.0%
4,028.08 3,728.63 299.45 8.0%
501.58 115.36 476.22 412.8%
82.80 93.00 -10.20 -11.0%
0.00 667.50 -667.50 -100.0%
0.00 1,827 .52 -1,927.52 -100.0%
85.00 242.62 -157.62 -65.0%
8,000.00 0.00 8,000.00 100.0%
1,779.52 1,906.24 -126.72 -6.7%
0.00 5,029.38 -5,029.38 -100.0%
87,033.42 102,625.35 -15,591.93 -15.2%
115,716.54 893,023.43 22,693.11 24 4%
115,716.54 93,023.43 22,893.11 24.4%
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REPORT TO BOARD ON NASBA ED/LEGAL COUNSEL CONFERENCE
Nicole Kasin

The NASBA Executive Directors Conference will be held in Tueson, AZ, March 15-17,
2016. The NASBA Legal Counsel Conference will be held in Tucson, AZ, March 15-17,
2016.

This is a request for the Board to approve travel for the Executive Director and Legal
Counsel to attend the conference.



REPORT TO BOARD ON GRADES
Nicole Kasin

The grades were posted for review for the 47" window. These grades are through
December 2015, Thave included the average scores per school since CBT started along
with the number of students that have sat for their school respectively. The last chart

shows the averages for the past 8 windows.

Overall Average Window 1-47

| Window | (Al |
Average of
Score Section

Grand

School AUD BEC FAR REG Total
Augie 75 72 73 74 73
BHSU 71 71 70 72 71
CQOTech 66 69 69 75 69
DSsuU 70 70 63 68 68
DwWU 68 65 63 76 68
Mt Marty 65 69 72 68 68
NAU 68 63 67 69 67
NSU 73 70 74 71 72
0S 73 73 70 73 72
sDsU 75 75 77 77 75
usD 77 75 75 75 75
USF 73 75 73 77 74
Grand Total 74 73 72 73 73

Students per section per school since CBT Began (3 or more parts)

| Window [ (Al |
Count of
Score Section

Grand

School AUD BEC FAR REG Total
Augie 81 91 74 90 336
BHSU 107 112 97 94 410
CQTech 22 20 14 13 69
DsuU 15 15 15 12 57
DWU 17 15 16 13 61
Mt Marty 23 25 16 19 83
NAU 11 15 23 19 68
NSU 94 103 68 87 352
0S 224 228 217 206 875
spsu 35 34 27 31 127
uso 234 241 243 230 948
USF 74 75 74 53 276
Grand Total 937 974 884 867 3662




Average for past 8 windows (3 or more parts)

| Window | (Multiple Items) |
Average of
Score Section

Grand

School AUD BEC FAR REG Total
Augie 74 75 74 75 75
BHSU 75 73 69 73 73
COTech 67 68 68
DWU 83 64 62 77 65
Mt. Marty 55 75 72 68
NAU 74 73 75 76 74
NSU 81 80 81 76 79
0s 74 78 71 76 75
SDSU 78 79 81 77 78
usD 77 77 75 74 75
USF 72 77 73 75 74
Grand Total 75 75 73 75 74

The Board needs to Approve the 2015-4 (47th Window) grades.




EXECUTIVE DIRECTOR’S REPORT
Nicole Kasin

Database update

The board staff has had weekly meetings with GL Sofutions for training during the month of December.
The week of January 4, 2016, a business analyst was on site for information gathering of the boards’
business functions and interaction with the current database. Future calls will be scheduled for bi-
weekly meetings in regards to the outputs and design process. The timeline is being developed with the
goal of a "Go Live” date in 2016, most likely after our renewal period in August.

CPE Audits
The list of licensees has been selected for CPE audits and letters were sent out to those selected on

September 4, 2015. The documentation is due in our office no |ater than October 30, 2015, The
following chart shows the status of the audits as of January 4, 2016.

Selected Complied Not Granted Approved | Failed CPE
Complied Extension CPE Audit | Audit
CPA 54 54 0 0 44 0
(Active)
CPA 50 50 0 0 40 0
(Active in
Firm)

Board Discussion
* Any New Business/topics?




EXPOSURE DRAFT

PROPOSED CHANGES TO THE
AICPA STANDARDS FOR PERFORMING
AND REPORTING ON PEER REVIEWS

Improving Transparency and
Effectiveness of Peer Review

November 10, 2015

Comments are requested by January 31, 2016

Prepared by the AICPA Peer Review Board for comment from persons
interested in the
AICPA Peer Review Program

Comments should be received by January 31, 20186, and addressed to
Rachelle Drummond, Senior Technical Manager
AICPA Peer Review Program
American Institute of Certified Public Accountants
220 Leigh Farm Road, Durham, NC 27707-8110
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Letter From the Chair of the Peer Review Board

November 10, 2015

The AICPA Peer Review Board (board) approved issuance of this exposure draft, which
contains proposals for review and comment by the AICPA's membership and other interested
parties regarding revisions to the AICPA Standards for Performing and Reporting on Peer
Reviews (Standards).

Written comments or suggestions on any aspect of this exposure draft will be appreciated and
must meet the following criteria:

» Must be received by January 31, 2016

» Should be sent to Rachelle Drummond or PR_expdraft@aicpa.org

+ Should refer to the specific paragraphs and include supporting reasons for each
comment or suggestion

* Should be limited to those items presented in the exposure draft

» Wil become part of the public record of the AICPA Peer Review Program and will be
available on the AICPA website after January 31, 2016 for a period of one year

The exposure draft includes the following:

» An explanatory memorandum of the proposed revisions to the current Standards
+ Explanations, background and other pertinent information
e Marked excerpts from the current Standards to allow the reader to see all changes:
o ltems that are being deleted from the Standards are struck through
o New items are underlined
o Items relocated are double struck through in the original location and double
underlined in the new location)

A copy of this exposure draft and the current Standards (effective for peer reviews commencing
on or after January 1, 2009) are also available on the AICPA Peer Review website at
www.aicpa.org/InterestAreas/PeerReview/Pages/PeerReviewHome.aspx.

Sincerely,
Anita M. Ford ,

Chair
AICPA Peer Review Board

T:919.402.4502 | F:919.419.4713 | aicpa.org TR



Explanatory Memorandum
Introduction

This memorandum provides background on the proposed changes to the AICPA Standards for
Performing and Reporting on Peer Reviews (Standards) issued by the AICPA Peer Review Board
(Board). The proposed changes are as follows:
s Supplement the existing guidance for peer reviewer, reviewed firm, technical reviewer and
Report Acceptance Body (RAB) responsibilities for nonconforming engagements.
¢ Enhance the peer review of the firm's system of quality control to better assist the feam
captain and firm in identifying systemic causes and appropriate remediation of
nonconforming engagements and systemic weaknesses
e Clarify the timing of when results of the peer review should be communicated to the firm
to aliow time for the firm to identify appropriate remediation
» Clarify the guidance for drafting descriptions of findings, deficiencies, and significant
deficiencies
» Clarify the peer review report model and provide greater transparency on the results of
the review
e Clarify the required firm representations for System and Engagement Reviews

Clarify information the AICPA and administering entities may provide about a review to
third parties

This memorandum solicits input on the proposal from all interested parties.
Background

In 2012, the AICPA began a comprehensive and visionary exploration of the next generation of
its practice monitoring efforts. The AICPA Peer Review Program (Program) menitors the quality
of reviewed firms' accounting and auditing engagements and evaluates the systems under which
those engagements are performed. Participation in the peer review program is mandatory for
AICPA membership. In addition, peer review is now required for licensure in nearly all states.

Much has changed over the 35 years that the AICPA’s Peer Review Program has been in
existence, including the complexity of business, the volume and intricacy of Standards and the
expectations of financial reporting stakeholders. At the same time, recent technological
innovations afford the profession the opportunity to make dramatic upgrades to peer review that
will enable adaptation to an ever-changing environment.

The Board approved a plan in early 2014 to implement substantive changes to the current peer
review process. The changes are part of the AICPA’s Enhancing Audit Quality (EAQ) initiative.
EAQ is a holistic effort to consider auditing of private entities through multiple touch points,
especially where quality issues have emerged. The goal is to align the objectives of all audit-
related AICPA efforts to improve audit performance.

Peer review is an integral element of the AICPA’s EAQ initiative. This exposure draft is being
issued by the Peer Review Board fo further the EAQ efforts to move the audit quality needle in a
positive way. The Peer Review Board has and will continue to enact near and long-term changes
to the Program and its Standards as part of this initiative, including additional exposure drafts, as
necessary.



The proposals included in this exposure draft are intended to enhance the peer review process
by incorporating best practices of effective peer reviewers into the Peer Review Standards,
Interpretations, and related guidance. They are also intended to reinforce the need for adequate
planning and preparation for a peer review by both firms and peer reviewers to ailow sufficient
time for proper identification of systemic causes and appropriate remediation, when necessary.
Refer to Exhibit 1 for a visual representation of the peer review process including the proposals
in this exposure draft.

Explanation of Proposed Changes
Nonconforming Engagements (System and Engagement Reviews)

Summary of Existing Guidance

As currently stated in Section 3100 of the Peer Review Program Manual, Supplemental Guidance,
and Interpretation No. 67-1, the firm should make appropriate considerations to address
engagements that are identified during the peer review that are not performed or reported on in
conformity with applicable professional standards in all material respects (nonconforming). The
primary responsibility is on the firm to follow professional standards to address these types of
engagements. Auditing and accounting standards provide guidance for firms when this
information comes to the attention of the firm subsequent to the report release date, such as
information identified as a result of a peer review. The relevant professional standards include
AU-C section 560, Subsequent Events and Subsequently Discovered Facts, (AICPA,
Professional Standards), SSARS No. 19, Framework for Performing and Reporting on
Compilation and Review Engagements (AICPA, Professional Standards, AR secs. 60, 80, and
90), or SSARS No. 21, Statements on Standards for Accounting and Review Services:
Clarification and Recodification (AICPA, Professional Standards, AR-C secs. 60, 70, 80, and 90)
as applicable, or, if the firm’s work does not support the report issued, as addressed in AU-C
section 585, Consideration of Omitted Procedures After the Report Release Date (AICPA,
Profossional Standards). Interpretation No. 67-1 indicates that the reviewer should remind the
firm of its responsibilities to follow the relevant professional standards to address these situations.

The firm should make and document comprehensive assessments about whether it is necessary
to perform omitied procedures, or whether a material reporting error necessitates reissuance of
an accounting or auditing report, revision to the financial statements, or remediation of the
subsequent engagement. The firm should thoroughty consider the continued reliance by third-
party users on reports issued and procedures performed. Particularly, the firm should consider
the expectations of regulatory bodies that the firm will perform the omitted procedures or correct
reports in a timely manner.

The firm is expected to follow applicable professional standards regarding documentation of the
omitted procedures, if performed, document performance or reissuance considerations, and
provide a response to the peer reviewer. The firm's initial assessment should be timely and
generally take place during the peer review to enable the peer reviewer to reach a proper
conclusion about the engagement and evaluate the firm's response to the situation. If the firm
does not have time to determine the appropriate remediation prior to the exit conference, the firm
may indicate interim steps taken while tt explores the best approach. The firm’s response should
be documented on the Matter for Further Consideration (MFC) form that appropriately describes
the most significant matters indicating the engagement is nonconforming.



The peer reviewer should evaluate the firm's actions planned or taken or its reasons for
concluding that no action is required for each nonconforming engagement. The peer reviewer
should thoroughly document these situations in the Summary Review Memorandum for System
Reviews and Review Captain's Summary for Engagement Reviews, including whether they
believe the firm's considerations support its decision and whether a monitoring action is
suggested to follow up on the remediation of the specific engagement. These peer review
documents should be submitted for consideration during the peer review acceptance process. A
firm's appropriately documented considerations in response to such an engagement and
documentation of the reviewer's assessment of the firm's response are conditions of acceptance
by the peer review committee. If the firm and peer reviewer considerations are not properly
performed or documented, the RAB may defer acceptance of the peer review subject to
appropriate considerations or peer review documentation.

Peer reviewers and administering entities should not require or instruct firms to perform omitted
procedures, reissue accounting or auditing reports, or to have previously issued financial
statements revised and reissued because those are decisions for the firm and its client to make.
It is not expected that omitted procedures will be performed, that notifications will be made to
those relying on the reports, or that financial statements will be revised or reissued prior to the
peer reviewer's conclusion on the engagement or conclusion on the peer review. However, the
firm's response should include its intention to perform these steps, if known. The RAB may
require follow up action to evaluate the firm’s follow through on the intended or alternative steps
taken.

In a System Review, if the team captain or RAB concludes that the firm's response and
consideration of the applicable standards is not appropriate to address the nonconforming
engagement, the team captain should evaluate whether there are other weaknesses in the firm’s
system. For example, an inappropriate response may be indicative of a potential failure to comply
with the leadership or tone at the top element in the firm's system of quality control. A failure to
properly consider how to address nonconforming engagements may indicate an internal firm
culture that fails to promote that quality is essential in performing engagements.

In System and Engagement Reviews, if the peer reviewer concludes that the firm's considerations
and response are appropriately documented related to such an engagement and the firm
indicates in its response that it intends to complete omitted procedures, reissue the auditor’s or
accountant’s report, or have previously issued financial statements revised and reissued, the RAB
will consider whether the firm's response is genuine, comprehensive, and feasible. The RAB may
consider requesting the firm to submit evidence to an outside party acceptable to the RAB of
performing and documenting the previously omitted procedures, reissuance of the report, or
revision to the financial statements, if appropriate.

The firm’s actions, taken or planned, may affect other monitoring actions that the RAB may
impose. Additional guidance for determining when and what type of corrective action(s) or
implementation plan(s) a RAB may require is provided in chapters 4 and 5 of the Report
Acceptance Body Handbook.

The existing guidance discussed previously will be reinforced through training courses. The
proposals in this exposure draft are intended to supplement the existing guidance for peer
reviewer, firm, technical reviewer, and RAB responsibilities for nonconforming engagements.



Key Changes Proposed

» Clarify guidance regarding peer reviewer and firm responsibilities when there are
nonconforming engagements. This includes the following:

o Clarify that the firm should provide details of remediation of nonconforming
engagements on the MFC form, Finding for Further Consideration (FFC) form, or
in its letter of response, as applicable

o For System Reviews, clarify that the team captain should consider expanding
scope to determine pervasiveness of the nonconforming engagements to properly
assess the systemic cause and impact on the peer review.

» Explain evaluation of nonconforming engagements by the peer reviewer to determine a
peer review rating (see proposed changes to Appendix A discussed in the text that
follows).

e Add a representation to the firm representation letter that addresses remediation of
nonconforming engagements (see proposed changes to Appendix B discussed in the text
that follows).

Key Future Complimentary and Conforming Guidance to be Proposed
e Strengthen expectation of details about nonconforming engagements to be provided in
the Summary Review Memorandum for consideration by the RAB.

This change is expected to be proposed at the May 2016 Board meeting, along with other
complimentary and conforming guidance changes related to nonconforming engagements.

Revisions to Standards and Interprefations

Standards Incorporate firm responsibility to remediate nonconforming engagements into
.09 the introduction and scope of the Peer Review Program

Standards For reference only

.66

Interpretations

66-1

Standards Minor clarifying or conforming changes

67

Interpretations | Clarify guidance regarding peer reviewer and firm responsibilities when there
87-1 are nonconforming engagements

67-2

Enhanced Peer Review of the Firm’s System of Quality Control (System Reviews)

Summary of Existing Guidance

The focus of a System Review is on the design and compliance with the firm's system of quality
control. This requires the team captain to obtain a sufficient understanding of the firm's system of
quality control for all of the elements discussed in the Statements on Quality Control Standards
No. 8 {SQCS No. 8). This understanding is obtained by performing a variety of procedures to
determine if the system is designed appropriately and that the firm's degree of compliance is
acceptable. The focus is not simply determining how many engagements are nonconforming.
Team captains must understand the firm's system of quality control to perform a proper risk
assessment and to make appropriate engagement, office, and partner selections. A proper
understanding of the firm’s system of quality control is also necessary to determine the systemic
cause of matters identified.



For example, if several firm personnel tell the team captain they were unaware of a new audit or
accounting standard, that probably explains much about the design (or lack thereof) of the firm's
system of quality control, or the firm's compliance with an appropriately designed system, and
should provide a clue as to what else the team captain may discover. Likewise, if through
interviewing the leadership of the firm and its staff, the team captain determines that the
leadership in the firm has done nothing to promote an internal culture recognizing that quality is
essential in performing engagements, and there are no established policies to support that
culture, then the firm's system of quality control is not designed appropriately in accordance with
professional standards.

These are just two examples in which firms have weaknesses in their systems of quality control.
More often, a firm has an appropriately designed system of quality contro! but fails to comply with
that system and, as a result of its noncompliance, one or more engagements are nonconforming.
The team captain, in collaboration with the firm, should determine the weakness in the firm's
system of quality control that allowed a matter, such as a nonconforming engagement, to occur
or go undetected and then will determine if the matter is pervasive or isolated. RABs are
responsible for ensuring that the team captain has performed the peer review in accordance with
the Standards, and this includes ensuring, when possible, that team captains, in collaboration
with the firm, have identified the “why" (systemic cause) before a System Review is accepted.

Conceptually, the Peer Review Standards have always focused on the system of quality control.
Proper application of the Standards assists team captains in evaluating matters and, as a result,
the type of report to issue. This is a difficult process that always requires professional judgment,
but there is an expectation that team captains will determine why a firm is not complying with
professional standards in all material respects, in each circumstance in which it is reascnably
nossible to do so. By following the Peer Review Standards, the team captain is led through the
thought process of how the identified systemic causes affect the nature of the peer review report.
This synthesis process is also critical to facilitate a fair and more consistent evaluation of peer
review results.

The proposals in this exposure draft are intended to enhance the peer review of the firm's system
of quality control to better assist the team captain and firm in identifying systemic causes and
appropriate remediation of nonconforming engagements and systemic weaknesses.

Key Changes Proposed

» Define systemic cause as a weakness in the firm’s system of quality control that allowed
a matter to occur or remain undetected.

» Apply consistent usage of the term “systemic cause” throughout the Peer Review Program
Manual. The current Standards and Interpretations refer to “cause”, “underlying cause’,
“systemic cause’, and “underlying systemic cause” interchangeably.

e Clarify that identification of the systemic cause of matters, findings, deficiencies and
significant deficiencies is determined by the team captain, in coilaboration with the firm.

¢ Ciarify that when the team captain may not have identified nonconforming engagements,
there could still be deficiencies in the firm's system of quality control. Current guidance
states that in the absence of findings in the engagements reviewed, quality control issues
ordinarily would result in FFCs, rather than deficiencies

e Create guidance that allows a team captain to inquire about and review evidence prior to
the peer review year to support assessment of the design and compliance with system
controls. For example, it may be necessary to look at client acceptance from two years
ago if that was the last time a new engagement was accepted.



When applicable, these changes were applied to reviews of quality control materials (QCM).

Key Future Complimentary and Conforming Guidance to Be Proposed

Remove Sections 4300 and 4400, Quality Control Policies and Procedures
Questionnaires for Sole Practitioners with No Personnel and Firms With Two or More
Personnel, respectively, from the Peer Review Program Manual due to some firms'
inappropriate reliance upon these forms and failure to timely update.  The Auditing
Standards Board is developing a free, interactive tool that is designed to assist firms in
developing a system of quality control. The tool is intended to replace the current Practice
Aids for Establishing and Maintaining a System of Quality Control for a CPA Firm’s
Accounting and Auditing Practice.  These sections will remain in the Peer Review
Program Manual untii the new tool is released.
Enhance Sections 4500 and 4600 Guidelines for Review of Quality Control Policies and
Procedures for Sole Practitioners with No Personnel and Firms With Two or More
Personnel, respectively, with guidance for assisting team captains and firms in identifying
risks that a firm’'s system of quality control would not provide the firm with reasonable
assurance of conformity with professional standards. The checklist assists in identifying
quality control risks through
o an expanded analysis of the design of the firm’s system of quality control to assess
whether certain best practice policies and procedures have been adopted by the
firm; and
o an enhanced risk based assessment of the firm's compliance with its quality control
policies and procedures through new sample tests and procedures.

These changes are expected to be proposed at the May 2016 Board meeting, along with other
complimentary and conforming guidance changes related to enhancing peer review of the firm's
system of quality control.

Revisions to Standards and Interprelations

.39

Standards Clarify team captain or QCM reviewer’s responsibility for evaluating the firm’s
169

Interpretations
391

responses in the prior peer review

A4
.68
.69
70
72
81
.84
.85
.86
.87
.88
.89
90

Standards Minor clarifying or conforming changes

109

10



A79
183
185

Interpretations
84-1

Standards
53
g1
78
.80
82

For reference only

étandards
54

Interpretations
54d-2

Clarify review of evidential materials in the periods after the previous review is
appropriate.

Standards
75
.76
T7

Define systemic cause and clarifying consideration of the systemic cause
when determining appropriate aggregation of matters

Standards
79

Interpretations
79-1

Clarify that when the team captain may not have identified nonconforming
engagements, there could still be deficiencies in the firm's system of quality
control.

Standards
.83

Interpretations
83-1
83-2
83-3

Clarify that identification of the systemic cause of matters, findings,
deficiencies, and significant deficiencies is determined by the team captain, in
collaboration with the firm.

FFC and Report Guidance Descriptions, Firm Responses, and Related Reviewer
Considerations {System and Engagement Reviews)

The proposals in this exposure draft are intended to
¢ clarify the timing of when results of the peer review shoulid be communicated to the firm
to allow time for firms to identify appropriate remediation
e clarify the guidance for drafting descriptions of findings, deficiencies, and significant
deficiencies
e clarify the peer review report model and provide greater transparency on the results of the

review.

As previously stated, the proposals included in this exposure draft are intended to enhance the
peer review process by incorporating best practices of effective peer reviewers into the Peer
Review Standards, Interpretations, and related guidance. They are also intended to reinforce the
need for adequate planning and preparation for a peer review by both firms and peer reviewers
to allow sufficient time for proper identification of systemic causes and appropriate remediation,
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when necessary. Refer to Exhibit 1 for a visual representation of the peer review process
including the proposals in this exposure draft.

The proposals include an emphasis on a collaborative effort of the team captain and the firm for
the identification of systemic causes and the approptiate remediation of findings, deficiencies,
and significant deficiencies in the firm's system of quality control and nongcenforming
engagements, if any. Based on the sophistication of the firm’s system of quality control,
identification may be more heavily weighted on the team captain’s shouiders than the firm's
shoulders but should be a collaborative process. Particularly for System Reviews as the team
captain is opining on the system, he or she should also agree with and include systemic causes,
when known.

Likewise, the team captain is not opining on the proper remediation by the firm as remediation
will likely occur after the peer review due date and, therefore, the firm should shoulder the
responsibility for communicating its remediation plans. However, both the systemic cause and
remediation steps planned or taken should be considered by the RAB when determining whether
to accept the peer review report and if implementation plans or corrective actions are necessary.

Additionally, one of the steps in achieving the EAQ goal is to make peer review resuits more
informative. Input was obtained from peer review stakeholders on the transparency of the peer
review report. The board continues to explore ways to make peer review results more informative,
and is currently proposing the following changes based on input received in an effort to clarify the
peer review report and make the results of the peer review easier.to understand.

Key Changes Proposed
e For System Reviews:

o Clarify that team captains should include a link to the requirements of SQCS No.
8 in the descriptions of findings, deficiencies, and significant deficiencies,

o Add a requirement that when a deficiency or significant deficiency in the quality
control system resulted in a nonconforming engagement in a must select industry
or practice area, the resulting nonconformance and the industry/practice area is
included in the description. Note that this requirement is in addition te the current
guidance that requires descriptions to identify the industry when the deficiency or
significant deficiency is industry specific.

o Remove the team captain’s responsibility to provide an explanation of how the firm
remediated nonconforming engagements described ‘in the report (“closing the
loop™).

o Remove the team captain's responsibility to provide a recommendation to
remediate the systemic cause and place that responsibility on the firm in
collaboration with the team captain. .

o Clarify the information a firm should include in its response to an FFC formorin a
letter of response to the report. The response should address the following:

» Nonconforming engagements, including

« the firm's actions taken or planned to remediate the engagements
identified on the FEC form or in the report as nonconforming.

« the firm's actions taken or planned to remediate findings,
deficiencies, and significant deficiencies in the firm's system of
quality control

»  Systemic issues unrelated to nonconforming engagements, including

12



e the firm's actions taken or planned to remediate findings and
deficiencies in the firm’s system of quality control
* Timing of the remediation

e For Engagement Reviews:
o Remove the review captain's responsibility to provide a recommendation to

remediate the finding, deficiency, or significant deficiency.

o Clarify the information a firm should include in its response to a FFC form or in a

letter of response to the report. The response should address the following:
» The firm's actions taken or planned to remediate the findings, deficiencies,
or significant deficiencies
* Timing of the remediation '
» Additional procedures to ensure the finding, deficiency, or significant
deficiency is not repeated in the future

* For System and Engagement Reviews:

O

Create guidance for a closing meeting as the suggested timing for discussion of
peer review preliminary results. The firm will then have time to assess appropriate
remediation, if applicable, prior to the exit conference. The exit conference should
still be the discussion of the final peer review results and the date of the peer review
report.
Clarify guidance that the peer reviewer should assess the firm's response to
findings, deficiencies, and significant deficiencies to determine the impact on the
peer review, if any.
Clarify the peer review report by
» restructuring the placement of information under appropriate headings,
similar to the clarified audit report
= clarifying the purpose of the report with a descriptive report title
= clarifying the required selections paragraph of the report by appropriately
indicating when singular selections were made
Apply the proposed revised guidance to the list of items that should be included in
a peer review report
Apply the proposed revised guidance to the report and letter of response
illustrations

When applicable, these changes were applied to reviews of QCM.

Revisions to Standards and Interpretations

Standards
16

.93

.04

.95

01

116

120

27

.190

For reference only

Standards
A7
.91
.02

For System Reviews, create guidance for a closing meeting, clarifying what
should be discussed at the closing meeting versus the exit conference, and
addressing the timing of when those meetings should occur.
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A15

For Engagement Reviews, introduce the closing meeting and exit conference

120 with similar guidance to a System Review, including dating of the report on the
exit conference date.

Interpretations

17-1

91-1

Standards Minor clarifying or conforming changes

.38

74

A17

139

142

178

Standards Clarify that the guidance for drafting descriptions of findings, deficiencies, and

73 significant deficiencies

413

Standards Apply the proposed revised guidance to the list of items that should be

.96 included in a peer review report

122

.194

interpretations

96n-1

96p-1 ,

Standards Clarify that prior to responding to a matter, finding, deficiency or significant

97 deficiency, the firm should resolve any disagreement in accordance with

123 paragraphs .93 and .116 of the Standards.

195

Standards Clarify where a firm's response should be documented and when it should be

.98 provided to the peer reviewer.

124

196

Standards Clarify that it is the firm’s responsibility to identify the appropriate remediation

.99 of any findings, deficiencies and significant deficiencies and to appropriately

125 respond and provide guidance for what should be included in the firm's

197 response.

interpretations

99-1

99-2

Standards Clarify guidance that the peer reviewer should assess the firm'’s response fo

100 findings, deficiencies, and significant deficiencies to determine the impact on

128 the peer review, if any.

188

Interpretations

100-1

Standards Apply the proposed revised guidance to the report and lefter of response

.209 illustrations

210
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211
212
213
214
215
216
217
218
219
220
221
222
223
224
.225
226
Interpretations | Clarify that the firm's letter of response should be included with the reviewer's
94-1 working papers

Appendix A — Summary of the Nature, Objectives, Scope, Limitations of, and Procedures
Performed in System and Engagement Reviews and Quality Control Materials Reviews

Appendix A of the Standards is also located at www.aicpa.org/prsummary and the URL is
referenced in the peer review report. The proposals in this exposure draft are intended to provide
readers of the peer review report with a complete, succinct, summary of the nature, objectives,
scope, limitations of, and procedures performed in System, Engagement, and QCM Reviews, as
referred fo in the peer review report.

Key Changes
e Conform language in the summary to the Standards about the scope of engagements
included in the AICPA Peer Review Program
s Summarize how engagements identified as nonconforming, if any, are evaluated by a peer
reviewer to determine a peer review rating.
¢ Summarize firm responsibiliies with respect to nonconforming engagements and
systemic weaknesses.

Revisions to Standards
Standards Revised to address the key changes discussed previously
.207

Appendix B - Considerations and lllustrations of Firm Representations

Over the last couple of years, several required representations have been added to the firm
representation letter illustrations. The Peer Review Board has received feedback that it is unclear
if tailoring of the representations specific to each firm or by type of peer review is appropriate.
The proposals in this exposure draft are intended to clarify the required firm representations for
System and Engagement Reviews.
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Key Changes

e Restructure the guidance so that it is clear what applies to System Reviews, Engagement
Reviews, or both

¢ For Engagement Reviews, add a requirement to state that the firm does not perform
engagements under the Statements on Auditing Standards (SASs) or Government
Auditing Standards, examinations under the Statements on Standards for Attestation
Engagements (SSAEs), or engagements under the Public Company Accounting
Oversight Board (PCAOB) Standards that are not subject to permanent inspection by the
PCAOB

» Align the required representations in the guidance to those shown in the illustration

» Add a representation for firm remediation of nonconforming engagements

* Provide separate illustrations for System Reviews and Engagement Reviews

Revisions to Standards and Interpretations
Standards Revise to address the key changes discussed previously
.208

Interpretations
208-1-1

Transparency of Review Status

This proposal includes clarification of what information can be provided to third parties regarding
a firm's peer review that has not been completed. The AICPA and administering entities
regularly receive requests by regulators and others for letters indicating the progress at different
stages of firms' peer reviews. Ordinarily, these requests are to assist regulators in determining a
firm's compliance with its licensure requirements when it appears a firm's peer review is late.
The board wants to assist firms in meeting their licensure requirements and provide appropriate
transparency to third parties to accomplish this. A firm may be late in completing its peer review
due to unforeseen circumstances, oversight, its own actions, the peer reviewer’s actions, a
combination of each, or for other multiple reasons being considered by the administering entity
or the AICPA. In some cases, a firm may be close to completing its peer review and in some
cases the firm may be going through the fair procedures process to determine if it is cooperating
with the AICPA and administering entity.

The proposals in this exposure draft are not intended to incorporate additional information into or
to revise the information provided through Facilitated State Board Access (FSBA) reporting.

Key Changes
« Create an interpretation that addresses reasons why a peer review committee may not
approve a peer review report within 120 days, including the following:
o Determination during technical review or presentation that an oversight should be
performed

o Significant revisions are required to the submitted peer review documentation
o Necessary inquiries that are a result of technical review or presentation
¢ Enhanced oversight procedures.
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« Create an interpretation that addresses information the administering entity can publicize
about the progress of a peer review and clarifying the type of information that the AICPA
and administering entities are able to provide.

+ The revisions to paragraph .133 and .146 and Interpretations 133a-1 and 146-3 are
proposed to be effective upon approval by the board.

Revisions to Standards and interpretations

Standards Address reasons why a peer review committee may not approve a peer review
133 report within 120 days

interpretations

133a-1

Standards Address what information the administering entity can publicize about the
.146 progress of a peer review

Interpretations

146-3

Additional Complimentary and Conforming Guidance to Be Proposed

Additional complimentary and conforming guidance to the Interpretations and the rest of the Peer
Review Program Manual are expected to be proposed at the May 2016 Board meeting.

Comment Period
The comment period for this exposure draft ends on January 31, 2016.

Written comments on the exposure draft will become part of the public record of the AICPA and
will be available on the AICPA’s website after January 31, 2016, for a period of one year.

Guide for Respondents

The board welcomes feedback from all interested parties on this proposal. Comments are most
helpful when they refer to specific paragraphs or interpretations, include the reasons for the
comments, and, where appropriate, make specific suggestions for any proposed changes to
wording. The proposed revisions to the Standards and Interpretations are listed by topic in the
preceding Explanation of Proposed Changes and in numerical order in Exhibit 2.

Comments and responses should be sent to Rachelle Drummond, Senior Technical Manager,
AICPA Peer Review Program, AICPA, 220 Leigh Farm Road, Durham, NC 27707-8110 or
PR expdraft@aicpa.org, and should be received by January 31, 2016.

Effective Date

If approved by the Board, final revisions fo the Standards and Interpretations will be effective for
reviews commencing on or after January 1, 2017 except for those related to transparency of
review status. Standards paragraphs .133 and .146 and Interpretations 133a-1 and 146-3 will be
effective upon approval by the Board.
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Proposed Revisions

To aid understanding, Standards and Interpretations are presented in this section if they contain
a proposed revision or assist the reader in understanding the revisions proposed. Conforming
changes will be required to other interpretations not included in this Exposure Draft and to the
remainder of the Peer Review Program Manual.

Peer Review Standards

Overview

Introduction and Scope

.09

The program is based on the principle that a systematic monitoring and educational process
is the most effective way to attain high quality performance throughout the profession.
Thus, it depends on mutual trust and cooperation. On System Reviews, the reviewed firm
is expected to take appropriate actions in response to findings, deficiencics, and significant
deficiencies identified with their system of quality control or their compliance with the
system, or both. On Engagement Reviews, the reviewed firm is expected to take
appropriate actions in response to findings, deficiencies, and significant deficiencies
identified in engagements. On both System and Engagement Reviews, the firm is also
expected to follow professional standards in response to engagements identified as not
performed or reported in conformity with applicable professignal standards in all material
respects (“nonconforming”). These actions will be positive and remedial. Disciplinary
actions (including those that can result in the termination of a firm’s enrollment in the
program and the subsequent loss of membership in the AICPA and some state CPA
societies by its partners' and employees) will be taken only for a failure to cooperate, failure
to correct inadequacies, or when a firm is found to be so seriously deficient in its
performance that education and remedial, corrective actions are not adequate.

General Considerations

Timing of Peer Reviews

16

The due date for a peer review is the date by which the peer review report, and if applicable,
letter of response, and the peer reviewer’s materials are to be submitted to the administering
entity.

Peer reviews must cover a current period of one year to be mutually agreed upon by the
reviewed firm and the reviewing firm. Ordinarily, the peer review should be conducted
within three to five months following the end of the year to be reviewed_(sec

interpretations).

1 A partner is a proprietor, shareholder, equity or non-equity partner, or any individual who assumes the risks and
benefits of firm ownership or who is otherwise held out by the firm to be the equivalent of any of the
aforementioned. Depending on how a CPA firm is legally organized, its partner(s} could have other names, such as
shareholder, member, or proprietor.
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Performing System Reviews

Basic Requirements

38

A System Review should include, but not be limited to, the following procedures:

a. Planni
i.
i,

iii.

iv.

vi.

b. Perfor
i,

ii.

iii,

iv.

vi.

ng the review, as follows:
Obtain the results of the prior peer review (see paragraph .39).
Inquire of the firm about the areas to be addressed in the written
representations (see paragraph .40).
Obtain a sufficient understanding of the nature and extent of the firm’s
accounting and auditing practice to plan the review (see paragraphs 41—
A45).
Obtain a sufficient understanding of the design of the firm’s system of
quality control, including an understanding of the monitoring procedures
performed since the prior review, to plan the review (see paragraphs 41~
A5).
Assess peer review risk (see paragraphs .46—.52).
Use the knowledge obtained from the foregoing to select the offices and the
engagements to be reviewed and to determine the nature and extent of the
tests to be applied in the functional areas (see paragraphs .53-.63).
ming the review, as follows:
Review the firm’s design and compliance with its system of quality control.
The review should cover all organizational or functional levels within the
firm (see paragraphs .53—.54).
Review significant risk arcas on selected engagements, including the
relevant accounting, audit, and attestation documentation and reporting (see
paragraphs .64—.63).
Conclude on the review of engagements (see paragraphs .66--.67).
Reassess the adequacy of the scope of the review based on the results
obtained to determine whether additional procedures are necessary (sce
paragraph .68).
Determine the relative importance of matters (see paragraphs .69—72).
Prepare the Matter for Further Consideration (MFC) forms, Disposition of
MFC (DMFC) forms, and any related Finding for Further Consideration

(FFC) forms (see paragraphs .73-.74).

vii. Aggregate and systemically evaluate the matters (see paragraphs .75—.86).
viii. Form conclusions on the type of report to issue (see paragraphs 87—

ix.

X,

:90).

Obtain the written representations from the reviewed firm (see paragraph
.05(f) and appendix B).

Conductanexitconferenee-|f at the conclusion of fieldwork. the firm needs
more time to consider its response to matters identified during the peer
review. conduct a closing megting in advance of the exit conference. The
purpose of the closing meeting is to discuss with senior members of the
reviewed firm to-diseuss the review team’s comments; matters, findings,
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deficiencies, and significant deficiencies identified; end-the expected type
of report to be issued, and firm’s responsibilities related to such matters.

xi. After the firm has responded to matters identified in the peer review. conduct
an exit conference with senior members of the firm to discuss a summary
of the peer review results, the firm responses, and the type of report to be

issued. £ i iHed—

.....

disagreements (see paragraphs .91-92).

xii. Prepare a written report on the results of the review (see paragraphs 94—
96).

xiii.  Rew Fev ! aitsEvaluate the

firm’s actions taken or planned in response to FFCs and the reporf-respense
to-the-repest, if applicable (see paragraphs .97—.101).

xiv. The team captain submits the report, the firm’s letter of response. if
applicable. and applicable working papers to the administering entity {see

paragraph 100).

Planning Considerations

39  To assist the review team in the planning of the review, the team captain should obtain the
prior peer review report, the letter of response, if applicable, and the letter of acceptance,
all from the reviewed firm. The team captain should also obtain the prior FFC forms, if
applicable (from the administering entity if the tcam captain’s firm did not perform the
prior peer review). The team captain should consider whether the issues discussed in those
documents require additional emphasis in the current review and, in the course of the
review, should evaluate the actions of the firm in response to the prior report and FFC
forms, if applicable (see interpretations).

Understanding the Firm’s Accounting and Auditing Practice and System of Quality Control

44  The understanding of the firm’s accounting and auditing practice and system of quality
control is ordinarily obtained through such procedures as inquiries of appropriate
management and other personnel, reviewing the firm’s internal policies and procedures,
and reviewing the firm’s pespeﬁsesa%s{immaiﬁes—de«%leﬁedby*h%bmguality control
document.

Planning and Performing Compliance Tests

53 After performing the aforementioned planning procedures, the team captain should then
develop a general plan for the nature and extent of conducting compliance tests of

20



54

.66

67

engagements (to directly test the “engagement performance” element in SQCS No. 8) and
the other elements described in SQCS No. 8 (collectively referred to as the functional
areas). The compliance tests should be tailored to the practice of the reviewed firm and,
taken as a whole, should be sufficiently comprehensive to provide a reasonable basis for
concluding whether the reviewed firm’s system of quality control was complied with to
provide the firm with reasonable (not absolute) assurance of performing and reporting in
conformity with applicable professional standards in the conduct of its accounting and
auditing practice in all material respects.

Such tests should be performed at the practice office(s) visited and should relate to
individual engagements and the functional areas. The tests should include the following:

a. Review significant risk areas (see paragraph .65) on selected engagements,
including accounting and auditing documentation, and reports, to evaluate whether
the engagements were performed and reported on in conformity with applicable
professional standards and in compliance with relevant firm quality control policies
and procedures.

b Interview firm personnel at various levels and, if applicable, other persons
responsible for a function or activity to assess their understanding of, and
compliance with, the firm’s quality control policies and procedures.

c. Review evidential material to determine whether the firm has complied with its
policies and procedures for monitoring its system of quality control.

4 Review other evidential material, including evidence since the previous peer
review. as appropriate. Examples include selected administrative or personnel files,
correspondence files documenting consultations on technical or ethical questions,
files evidencing compliance with human resource requirements, and the firm’s
technical reference sources (see interpretations).

For each engagement reviewed, the review team should conclude on its review by
documenting whether anything came to its attention that caused it to believe that the
engagement was not performed or reported on in conformity with applicable professional
standards in all material respects (see interpretations).

The team captain should promptly inform the firm when an engagement is not performed
or reported on in conformity with applicable professional standards and remind the firm of
its obligation under professional standards to take appropriate actions (see interpretations).

Expansion of Scope

.68

If, during the peer review, the review team concludes that there was a fajlure to reach an
appropriate conclusion on the application of professional standards in all material respects
on one or more of the reviewed engagements_or aspects of functiona] areas, the review
team should consider whether the application of additional peer review procedures is
necessary. This consideration should be documented in the peer review working papers.
The objective of the application of additional procedures would be to determine whether
the failure is indicative of a pattern of such failures, whether it is a finding, deficiency. or
significant deficiency in the design of the reviewed firm’s system of quality control or in
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its compliance with the system, or whether it is both. In some circumstances, the reviewer
may conclude that, because of compensating controls or for other reasons, further
procedures are unnecessary. If, however, additional procedures are deemed necessary, they
may include an expansion of scope to review all or relevant portions of one or more
additional engagements or aspects of functional areas. Additional engagements may be in
the same industry, supervised by the same individual in the reviewed firm, or otherwise
have characteristics associated with the failure to perform or report in conformity with
professional standards.

Identifying Matters, Findings, Deficiencies, and Significant Deficiencies

.69

70

In understanding the firm’s system of quality control, the team captain may note that the
system is not designed appropriately. Similarly, the performance of compliance tests may
uncover that the system is not being complied with appropriately or may identify a design
weakness that was not identified during the planning of the peer review. With any of these
iterns, the team captain has available a set of definitions to assist in classifying the condition
noted.

Determining the relative importance of matters noted during the peer review, individually
or combined with others, requires professional judgment. Careful consideration is required
in forming conclusions. The descriptions that follow, used in conjunction with practice aids
(MFC, DMFC, and FFC forms) to document these items when applicable, are intended to
assist in aggregating and evaluating the peer review results, concluding on them, and
determining the nature of the peer review report to issue: '

a. A peer reviewer notes a maiier as a result of his or her evaluation of the design of
the reviewed firm’s system of quality control or tests of compliance with it. Tests
of compliance include inspection, inquiry, and observation performed by reviewing
engagements and testing other aspects of the reviewed firm’s system of quality
control. Matters are typically one or more “No” answers to questions in peer review
questionnaire(s) that a reviewer concludes warrants further consideration in the
evaluation of a firm’s system of quality control. A matter is documented on a Matter
for Further Consideration (MFC) form.

b. A finding is one or more related matters that result from a condition in the reviewed
firm’s system of quality control or compliance with it such that there is more than
a remote possibility that the reviewed firm would not perform or report in
conformity with applicable professional standards. A peer reviewer will conclude
whether one or more findings are a deficiency or significant deficiency. If the peer
reviewer concludes that no finding, individually or combined with others, rises to
the level of deficiency or significant deficiency, a report rating of pass is
appropriate. A finding not rising to the level of a deficiency or significant
deficiency is documented on a Finding for Further Consideration (FFC) form.

¢. A deficiency is one or more findings that the peer reviewer has concluded, due to
the nature, systemic causes {see paragraph .75), pattern, or pervasiveness, including
the relative importance of the finding to the reviewed firm’s system of quality
control taken as a whole, could create a situation in which the firm would not have
reasonable assurance of performing or reporting in conformity with applicable
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71

professional standards in one or more important respects. It is not a significant
deficiency if the peer reviewer has concluded that except for the deficiency or
deficiencies, the reviewed firm has reasonable assurance of performing and
reporting in conformity with applicable professional standards in all material
respects. Such deficiencies are communicated in a report with a peer review rating
of pass with deficiencies.

d A significant deficiency is one or more deficiencies that the peer reviewer has
concluded results from a condition in the reviewed firm’s system of quality control
or compliance with it such that the reviewed firm’s system of quality control taken
as a whole does not provide the reviewed firm with reasonable assurance of
performing or reporting in conformity with applicable professional standards in all
material respects. Such deficiencies are communicated in a report with a peer rating

of fail.

A broad understanding of the peer review process, from the preliminary evaluation of the
design of the system of quality control, to the tests of compliance, to the decision making
process of determining whether an item noted during a System Review is a matter, finding,
deficiency, or significant deficiency, is shown in exhibit A. The exhibit also illustrates the
aggregation of these items, where those items are documented in the practice aids and how
they might affect the type of report issued.
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Exhibit A

Reviewed Firm's System of Quality Control

Preliminary Evaluation of the Design
of the System of Guatity Control

Tests of Compliance with the System

of Quality Controt
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Engagements Quality Control
s
Engagumetit not MaHers |..ouvrsns,. | Maliers dresansvneared | nscumentation WFG
priformyd andiar '
reportod o In cons $ +
formlty with siandards L4 . e
{sue paragraph 66} " ] , s ‘ * Deslgn Matiers
Aggregation and Systemic EValustion | . | considerations. e partance 1o the
f of the Matters ] System of Quatity Cone
Reming Firm . Wroltaken a5 n W ole
of Obligation under ' ci"&"::‘:’ Matters
AU section $60 and - Causas
Iesioivioningi g - Paftern
, paragraph 54, a8 ~ "
appﬂ“pm Findings ) " ome or More = Parvasiveness
That Arenl Qne or more Slgnificant
Daficlintios Beflclancies m?icienci W I vy —
%ﬁigmii' et Ewist provides 8. | | Preparcd for
summary findings not
Bocument Actions and consldered
Pianned or Taken on disgosition defiviencias
HEC and fnctuda In of ail MFCs ;:W
St:dmmaty Reviow Report Regort Report clencies
emorandumy Rating: Rating: Rating:
Pa:?. Pass with Fall i
'—\\_‘/ Deflclencios

72 As described by exhibit A in paragraph .71, depending on the resolution of a matter and
the process of aggregating and evaluating peer review results, a matter may develop into a
finding. Findings will also be evaluated and, after considering the nature, systemic causes
(see paragraph .75), pattern, pervasiveness, and relative importance to the system of quality
control as a whele, may not get elevated to a deficiency. A matter may develop into a
finding and get elevated to a deficiency. That deficiency may or may not be further elevated

to a significant deficiency.

A matter is documented on a MEC form. If the matter, after further evaluation, gets elevated
to a finding but not a deficiency or significant deficiency, it is documented on a FFC form.
The FFC form is a standalone document that includes the reviewers recommendation
description of the finding. the systemic cause. if known (see paragraph .75), and the
reviewed firm’s response regarding actions planned or taken and the timing of those actions
by the firm. The description of the finding should include the applicable requirement of
Statements on Quality Control Standards. the scenario that led to the finding, and should
reference nonconforming engagements as a result of the finding. if applicable. MFC and
FFC forms are subject to review and oversight by the administering entity, who will
evaluate the reviewed firm’s FFC form responses for appropriateness and responsiveness

T3
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(see paragraphs .141—.145) and determine whether any further action is necessary. If the
matter documented on the MFC form is instead elevated to a deficiency or significant
deficiency, then it is communicated in the report itsel fi—ealong—with—the—reviewers
recommendation. The firm submits a letter of response regarding actions planned or taken
and the timing of those actions by the firm, which is also evaluated for appropriateness and
responsiveness (see paragraphs .139—. 140).

In order to document the disposition of all the MFCs, the team captain completes a DMFC
form. The DMFC form is part of the working papers and provides a trail of the disposition
of the MFCs for the peer reviewer, administering entity, and individuals conducting
technical reviews or oversight, All of the MFCs are identified on the DMFC form with an
indication after each as to whether it was cleared, discussed with the firm during the closing
meeting or exit conference, included on a specific FFC form (individually or combined
with other MFCs), or included as a deficiency in a report with a peer review rating of pass
with deficiencies or as a significant deficiency in a report with a peer review rating of fail.

Aggregating and Systemically Evaluating Matters

5

.76

The tcam captain, in collaboration with the firm. should determine the systemic cause of
matters identified. A systemic cause is a weakness in the firm’s system of quality control
that allowed a matter to occur or remain undetected. Proper determination of the systemic
cause is cssential to assist the firm with identifying the appropriate remediation of the
firm’s system of quality control. To conclude on the results of a peer review, the review
team must aggregate the matters noted during the peer review and determine whether the
matters were the result of the design of the reviewed firm’s system of quality control or the
failure of its personnel to comply with the firm’s quality control policies and procedures.
The review team should consider their relative importance of the matters to the firm'’s
system of quality control as a whole. including —and-theirthe nature, systemic causes,
pattern, and pervasiveness, 10 determine the impact to the peer review report. In rare
circumstances where it is not practicable to identify the systemnic_cause, the team captain
should document the reason(s) as part of his or her summary review memorandum.

Proper application of the standards assists team captains in gvaluating the systemic cause
of matters and. as a result, the type of report to issue. Use of professional judgment is
essential in determining whether the aggregation of the matters noted during the review are
findings and whether one or more findings is a deficiency or significant deficiency for
purposes of reporting on the results of the peer review.

Design Matters

J7

A design matter exists when the reviewed firm’s system of quality control is missing a
quality control policy or procedure or the reviewed firm’s existing quality control policies
and procedures, even if fully complied with, would not result in engagements performed
or reported on in accordance with professional standards in some respect. To be effective,
a system of quality contro! must be designed properly, and all of the quality control policies
and procedures necessary to provide the reviewed firm with reasonable assurance of
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78

79

performing and reporting in conformity with applicable professional standards in all
material respects should be in place. Therefore, the review team will need to determine
whether the quality control policies and procedures would be effective if they were
complied with. To make this determination, the review team should consider the
implications of the evidence obtained during its evaluation of the system of quality control
and its tests of compliance, including its reviews of engagements. For example, a pattern
of engagement failures to perform or report in conformity with applicable professional
standards in all material respects (that is, failures requiring the application of AU-C section
560, Subsequent Events and Subsequently Discovered Facts, or AU-C section 385,
Consideration of Omitted Procedures Afier the Report Release Date [AICPA, Professional
Standards]), likely is indicative of a findiag-matter pertaining to the design of the reviewed
firm’s quality control policies and procedures. Depending upon the resolution of the matter
and the process of aggregating and evaluating peer review results, the matter may develop
into a finding, deficiency, or significant deficiency.

As noted in SQCS No. 8, “The nature of the policies and procedures developed by
individual firms to comply with this Statement will depend on various factors such as the
size and operating characteristics of the firm.” Likewise, the relative importance of design
matters noted in the reviewed firm’s quality control policies and procedures, individually
and in the aggregate, need to be evaluated in the context of the firm’s size, organizational
structure, and the nature of its practice. For example, a matter noted during the review of a
quality control policy or procedures may be particularly or wholly offset by another policy
or procedure. In this circumstance, the review team should consider the interrelationships
among the elements of quality and weigh the matters noted against compensating policies
and procedures to determine whether a finding exists and its relative importance.

There may be circumstances in which the reviewer finds-identifies few findings in the work
performed by the firm and yet may conclude that the design of the firm’s system of quality
control needs to be improved. For cxample, a firm that is growing rapidly and adding
personnel and clients may not be giving appropriate attention to the policies and procedures
necessary in areas such as human resources (hiring, assigning personnel to engagements,
and advancement) and acceptance and continuance of clients and engagements. A reviewer
might conclude that these conditions could create a situation in which the firm would not
have reasonable assurance of performing or reporting in conformity with applicable
professional standards in one or more important respects_and may result in a deficiency in
a report with a peer review rating of pass with deficiencics (interpretations). Hewever—in
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Compliance Matters

.80

A compliance matter exists when a properly designed quality control policy or procedure
does not operate as designed because of the failure of the personnel of the reviewed firm
to comply with it. Because a variance in individual performance and professional
interpretation will affect the degree of compliance, adherence to all policies and procedures
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81

82

in every case generally is not possible. However, the degree of compliance by the personnel
of the reviewed firm with its prescribed quality control policies and procedures should be
adequate to provide the reviewed firm with reasonable assurance of performing and
reporting in conformity with applicable professional standards in all material respects.

In assessing whether the degree of compliance was adequate to provide the required
assurance, the review team should consider the nature, systemic causes, pattern, and
pervasiveness of the instances of noncompliance noted and their relative importance to the
firm’s system of quality control as a whole, not merely their importance in the specific
circumstances in which they were observed. As with the evaluation of design matters,
compliance matters also need to be evaluated in the context of the firm’s size,
organizational structure, and the nature of its practice.

To determine the degree of noncompliance, the review team should evaluate the matters of
noncompliance, both individually and in the aggregate, recognizing that adherence to
certain policies and procedures of the reviewed firm is more critical to the firm obtaining
reasonable assurance of performing and reporting in conformity with applicable
professional standards than adherence to others. In this context, the review team should
consider the likelihood that noncompliance with a given quality control policy or procedure
could have resulted in engagements not being performed or reported on in conformity with
applicable professional standards in all material respects. The more direct the relationship
between a specific quality control policy or procedure and the application of professional
standards, the lower the degree of noncompliance necessary to determine whether a matter
(or matters) is a finding and whether a finding is a deficiency or significant deficiency.

Determining the Systemic Causefor-a-Finding

83

When the review team is faced with an indication that a matter(s
materiatrespects,the review team’s first task in such circumstances, in collaboration with
the firm, is to determine the systemic cause of the-finding-or-failure (sec interpretations).
Causes that might be systemic and might affect the type of peer review report issued
include, but are not limited to, the following: _

a. The failure related to a specialized industry practice, and the firm had no experience
in that industry and made no attempt to acquire training in the industry or to obtain
appropriate consultation and assistance.

b The failure related to an issue covered by a recent professional pronouncement, and
the firm had failed to identify, through professional development programs or
appropriate supervision, the relevance of that pronouncement to its practice.

¢. The failure should have been detected if the firm’s quality control policies and
procedures had been followed.

4 The failure should have been detected by the application of quality control policies
and procedures commonly found in firms similar in size or nature of practice. That
judgment can often be made by the reviewer based on personal experience or
knowledge; in some cases, the reviewer will wish to consult with the administering
entity before reaching such a conclusion.

) could be a finding, ex-the
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85

TheA matter

e 51 may be the result of an isolated human etror
and, therefore, would not necessarily mean that a . i i
ot £-pass-with-deficieneies—or-fat ' : finding, deficiency, or significant
deficiency exists (see interpretations). However, if the reviewer believes that the probable
systemic cause (for example, a failure to provide or follow appropriate policies for
supervision of the work of assistants) of a matter } i 2 i

anto WWe e o 1 £
ct

engagement or a-finding-within a functional arca also exists in other engagements or in
other functional areas, the reviewer needs to consider carefully the-needwhether to elevate
the issue—a—peer—review—eportvith-a—peer—review rating of-pass-—with-defieiencies—or

faikmatter to a finding, deficiency. or signiticant deficiency.

iy - ¥

Although an isolated matter or an instance of noncompliance with the firm’s quality control
policies and procedures ordinarily would not be included in the report, its nature, systemic
cause (if determinable), and relative importance for the firm’s system of quality control as
a whole should be evaluated in conjunction with the review team’s other findings-matters
before making a final determination (see interpretations).

The Pattern and Pervasiveness of Matters

86

The review team must consider the pattern and pervasiveness of matters and their
implications for compliance with the firm’s system of quality conirol as a whole, in
addition fo their nature, systemic causes, and relative importance in the specific
circumstances in which they were observed. As noted in the preceding paragraphs, the
review team’s first task is to try to determine why the matters occurred. In some cases, the
design of the firm’s system of quality control may be deficient (for example, when it does
not provide for timely involvement in the planning process by a partner of the firm or there
is inadequate supervision of engagement planning). In other cases, there may be a pattern
of noncompliance with a quality control policy or procedure such as when firm policy
requires the completion of a financial statement disclosure checklist but such checklists
often were not used or relevant questions or points were incorrectly considered. That
increases the possibility that the firm might not perform or report in conformity with
applicable professional standards in all material respects, which also means that the
reviewer must consider carefully whether the matter(s) individually or in the aggregate is
(are) a finding, deficiency, or a significant deficiency-andw ~theret ; st
: v Hh reviewFat pass-with-defieiencies-orfail. On the other
hand, the types of matters noted may be individually different, not individually significant,
and not directly traceable to the design of or compliance with a particular quality control
policy or procedure. This may lead the reviewer to the conclusion that the matters were
isolated cases of human etror that should not result in a peer review report with a peer
review rating of pass with deficiencies or fail.
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Forming Conclusions on the Type of Report to Issue in a System Review

87

The team captain must use professional judgment in determining the type of peer review
report to issue. This judgment requires the consideration of several factors, including an
understanding of the firm’s system of quality contrel and the nature, systemic causes,
pattern, and pervasiveness of matters and their relative importance to the firm’s system of
quality control taken as a whole, including limitations on the scope of the review.

System Review Report With a Peer Review Rating of Pass

88

A report with a peer review rating of pass should be issued when the team captain
concludes that the firm’s system of quality control for the accounting and auditing practice
has been suitably designed and complied with to provide the firm with reasonable
assurance of performing and reporting in conformity with applicable professional standards
in all material respects. There are no deficiencies or significant deficiencies that affect the
nature of the report and, therefore, the report does not contain any deficiencies; or
significant deficiencies—or—recommendations. In the event of a scope limitation, a report
with a peer review rating of pass (with a scope limitation) is issued.

System Review Report With a Peer Review Rating of Pass With Deficiencies

89

A report with a peer review rating of pass with deficiencies should be issued when the team
captain concludes that the firm’s system of quality control for the accounting and auditing
practice has been suitably designed and complied with to provide the firm with reasonable
assurance of performing and reporting in conformity with applicable professional standards
in all material respects with the exception of a certain deficiency or deficiencies that are
described in the report. These deficiencies are conditions related to the firm’s design of and
compliance with its system of quality control that could create a situation in which the firm
would have less than reasonable assurance of performing or reporting in conformity with
applicable professional standards in one or more important respects due to the nature,
systemic causes, pattern, or pervasiveness, including the relative importance of the
deficiencies to the quality control system taken as a whole. In the event of a scope
limitation, a report with a peer review rating of pass with deficiencies (with a scope
limitation) is issued.

System Review Report With a Peer Review Rating of Fail

90

A report with a peer review rating of fail should be issued when the team captain has
identified significant deficiencies and concludes that the firm’s system of quality control is
not suitably designed to provide the firm with reasonable assurance of performing and
reporting in conformity with applicable professional standards in all material respects or
the firm has not complied with its system of quality control to provide the firm with
reasonable assurance of performing and reporting in conformity with applicable
professional standards in all material respects. In the event of a scope limitation, a report
with a peer review rating of fail (with a scope limitation) is issued.
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Communicating Conclusions at the Closing Meeting and Exit Conference

91

b.

Prior to issuing his or her report or finalizing MEFC and FFC form(s), if applicable, the team
captain should commumodte its conclusions to senior members of the firm at a clo@m;,
meeting. The team captain should ordinaril
conferenceclosing meeting, unless the System Review is performed at a location other than
the reviewed firm’s ofﬁce—és@—m{emfe’&a{-tepﬁ The exitconferenceclosing meeting may
he attended by representatives of the admin rine entity, the board, AICPA staff, or
other board-—authorized organizations with ovemmht responsibilities. The team captain
should discuss the following during the closing meeting (see interpretations):
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_ any matters documented on MEC form({s). findings
documented on FI'C form(s), deﬁcwnues ot significant deficiencies to be included in the

peer review report, and the type of report expected to be issued if’ determinable at this point.
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The firm’s requirement-sill

be-requireg to respond 10 the ma{teps—éeeﬁﬁwd—%MFC form(s), findings documented

on-the- FFC form(s), or the deficiency(ies) or sionificant deficiency(ies) included in the peer
review report. Ordinariy—the—team—eapiain—should—be p‘*ys:cully present—at-the—exit
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!ee—be—t&sued-}\n exit conference w11i be held after the firm has responded to the MEC forms,

FEC forms. and deficiencies or significant deficiencies in the report and the team captain
has assessed whether the responses are appropriate and considered any additional impact
to the peer review results. _Accordingly, except in rare circumstances that should be
explained to the reviewed firm, the exit conference should be postponed if there is any
uncertainty about the report to be issued or the deﬁmenmes or 51gn1ﬁcant deﬁcnencles to
be mcluded in the report N oreriewteanrshould-nise-communioateapprentrérinain
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should oceur after allowing the firm sufficient time to respond to MFC forms, FFC forms,
deficiencies or sienificant deficiencics discussed at the closing meeting, if applicable. The
purpose of a separate closing meeting and exit conference is to provide the finm sufficient
time to determine appropriate responses to the matters, findings, deficiencies. and
significant deficiencies identified and to provide the team captain with sufficient time to
assess the firm’s responses prior to the report date (exit conference date). If these steps
have been taken prior to the closing meeting or are not necessary, the closing meeting and
exit conference may be combined. In either circumstance, the exit conference should
ordinarily be held prior to but no later than the review due date (see interpretations). The
tearn captain should discuss the following during the exit conference:

Peer review results. including any changes to the information communicated at the closing

meeting after consideration of the firm’s responses to MFC forms., FFC forms, and
deficiencies and significant deficiencies in the report.

s}—Potential corrective actions (for deficiencies and significant deficiencies) and
implementation plans (for findings) that may be imposed by the RAB. if applicable. The

review team should also discuss with the reviewed firm the implications of these steps on

c. Peer review noncooperation implications of consecutive non-pass report ratings. if

applicable (see interpretations).

Addressing Disagreements Between the Reviewer and the Reviewed Firm

93

Disagreements may arise on the resolution of various issues, for instance, related to the
review of particular engagements, the systemic cause for a deficiency, or issues related to
a design deficiency. In addition, there could be a disagreement on the appropriate approach
to be taken in performing or reporting in conformity with applicable professional standards,
or the review team might not believe that the actions planned or taken by the firm, if any,
are appropriate (for example, if the reviewed firm believes that it can continue to support
a previously issued report and the review team continues to believe that there may be a
failure to reach appropriate conclusions in the application of professional standards).
Reviewers and reviewed firms should understand that professional judgment often
becomes a part of the process and that each party has the right to challenge each other on
an issue. Nevertheless, a disagreement on the resolution of an issue may persist in some
circumstances, The reviewed firm or reviewer should be aware that they may consult with
their administering entity and, if necessary, request that the administering entity’s peer
review commitiee resolve the disagreement. If the administering entity’s full peer review
committee is unable to resolve the disagreement, the administering entity may refer
unresolved issues to the board for a fina! determination. Only the administering entity’s
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peer review committee will be responsible for determining whether a disagreement still
exists, or whether the reviewed firm or review team is not cooperating, in order for the
administering entity to refer the issue to the board.

Reporting on System Reviews

General

94

The team captain should furnish the reviewed firm with a written report within 30 days of
the exit conference date or by the firm’s peer review due date, whichever is earlier. A report
on a review performed by a firm is to be issued on the letterhead of the firm performing
the review. A report by a review team formed by an association of CPA firms is to be
issued on the letterhead of the firm of the team captain performing the review. The report
in a System Review ordinarily should be dated as of the date of the exit conference. See
interpretations for guidance on notification requirements and submission of peer review
documentation to the administering entity.

Preparing the Report in a System Review

95

96

a.

b,

The standard form for a report with a peer review rating of pass s illustrated in appendix
C, “Iliustration of a Report With a Peer Review Rating of Pass in a System Review.”
Tllustrations of reports with a peer review rating of pass with deficiencies and fail are
presented in appendixes E, “Illustration of a Report With a Peer Review Rating of Pass
With Deficiencies in a System Review,” and [, “Illustration of a Report With a Peer
Review Rating of Fuil in a System Review,” respectively. Illustrations of reports with a
peer review rating of pass (with a scope limitation), pass with deficiencies (with a scope
limitation), and fail (with a scape limitation) are presented in appendixes D, “Tllustration
of a Report With a Peer Review Rating of Pass (With a Scope Limitation) in a System
Review;” G, “Illustration of a Report With a Peer Review Rating of Pass With
Deficiencies (With a Scope Limitation) in a System Review;” and K, “Tllustration of a
Report With a Peer Review Rating of Fail (With a Scope Limitation) in a System
Review,” respectively.

The written report in a System Review should:

State at the top of the report the title “SystemReview-RepertReport on the Firn’s System
of Quality Control.”

Include headings for each of the following sections:

o Firm’s Responsibility.

»  Peer Reviewer’s Responsibility.

e Required Selections and Considerations. if applicable.

o Deficiency(ies) or Significant Deficiency(ies) ldentified in the Firm’s System of
Quality Control, if applicable.

»  Scope Limitation, if applicable.

¢ Opinion.

b.¢. State that the system of quality control for the accounting and auditing practice of the firm

was reviewed and include the year-end covered by the peer review.
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e-dl, State that the peer review was conducted in accordance with the Standards for Performing
and Reporting on Peer Reviews established by the Peer Review Board of the American
Institute of Certified Public Accountants.

dee. State that a summary of the nature, objectives, scope, limitations of. and procedures
performed in a System Review areas described in the sStandards can be found on the

AICPA website where the Standards are summarized

‘ ' ; atedState that

the summar mcludes an ex lanatlon of how engagements ident:ﬁed as not performed or
reported in conformity with applicable professional standards, if any, are evaluated by a
peer reviewer to determine a peer review rating.

e-g State that the firm is responsible for designing a system of quality control and complymg
with it to provide the firm with reasonable assurance of performing and reporting in
conformity with applicable professional standards in all material respects_and for
evaluating actions to promptly remediate engagements deemed as not performed or
reported in conformity with professional standards. where appropriate. and for remediating
weaknesses in its system of quality control, if any.

#h. State that the reviewer’s responsibility is to express an opinion on the design of the system

of quallty control and the firm’s comphance therew1th based on the review.

I. Identlfy engagemen’c types requxred to be se}ected b%—b%m«the—mﬁp&eet&ﬁemdnd

indicate whether single or multiple engagements (for example, an audit versus audits) were

reviewed, when applicable.
£-j. State that reviews by regulatory entities as communicated by the firm. if applicable. wete
considered in determining the nature and extent of procedures.
4k In the event of a scope limitation, include an additional paragraph before the opinion
- paragraph that descubes the relationship of the excluded engagement(s) or functional
' Hirm’s practice as a whole, the highest level of service and industry
concentration, if any, of the engagement(s) excluded from potential selection. and the effect
of the exclusion on the scope and results of the peer review. Tailor the opinion, as
appropriate, to address the scope limitation.
1. Tdentify the different peer review ratings that the firm could receive.
#-m.In a report with a peer review rating of pass:

e Express an opinion that the system of quality control for the accounting and auditing
practice of the reviewed firm in effect for the year-ended has been suitably designed
and oomplled with to provide the firm with reasonable assurance of performing and
reporting in confonmty w1th applicable professmnal standards in all material respects.
State -t -efore-the firm has received a peer
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/en.In a report with a peer review rating of pass with deficiencies:

« Express an opinion that, except for the deficiencies previously described, the system of

quality control for the accounting and auditing practice of the reviewed firm in effect

for the year-ended has been suitably designed and complied with to provide the firm

with reasonable assurance of performing and reporting in conformity with applicable
professional standards in all material respects.

o  Statc at-the-end-of the-opition-paragraph-that-therefore-the firm has received a peer

review rating of pass with deficiencies.
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Lo, In a report with a peer review rating of fail:

» Express an opinion that as a result of the significant deficiencics previously described,
the system of quality control for the accounting and auditing practice of the reviewed
firm in effect for the year-ended was not suitably designed or complied with to provide
the firm with reasonable assurance of performing and reporting in conformity with
applicable professional standards in all material respects.

o  State atthe-end-of the-opinion-paragraph-that-therefore-the firm has received a peer

review rating of fail.

Py linthe ava o
TIT TG TV ATl T

arotiad sy comrackien

=y A oo n
SF IO Ty LTy PraTIicoAs

ny_ofth

eation— g a gl EEI
pat S traptan e i s E L B O OTITUTIS

A ) v e
L ) ¢ o Cl - v
2 D o

p. Inareport with a peer review rating of pass with deficiencies or fail:

o Include—forreports-with-n-peer—review rating-ofpass—with defieiencies—orfail;

systemieally-weitten-descriptions of the deficiencies or significant deficiencies ané

“evievw ’ e iens-(each of these should be numbered) which

include reference to the applicable requirement of Statements on Quality Control

Srandards. the scenario that led to the deficiency or significant deficiency, and

reference to nonconforming engagements as a result of the deficiency or significant
deficiency, if applicable (See-sec interpretations).

o Identify;for any deficiencies or significant deficiencies

' . .
\ 9 .

. , , that were also made in the
report issued on the firm’s previous peer review (see interpretations). This should
be determined based on the uaderlying-systemic cause of the deficiencies or
significant deficiencies.

o _Identify the level of service for any deficiencies or significant deficiencies.

o Identify the applicable industry Iif the—a deficiency or significant deficiency
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% Reference to plural could also apply to a singular item within the standards. For instance, there could be deficiencies or a deficlency. The
wording in the peer review report shouid be tailored as necessary.

34



industry specific-alse-identify-the-tndusty-
o Identify must select indusiries and practice areas in which nonconforming
engagements were noted as a result of a deficiency or significant deficiency.

Firm Responses in a System Review and Related Team Captain Considerations

The fitm should discuss matters ﬁndm s deficiencies and significant deficiencies with

the team captain. 1 i he rewewed—’nrm isagrees

97

z . 'T‘he firm’s
response to def“ iciencies or significant deficiencies c;houid be commumcated in a letter of
response addressed to the administering entity’s peer review committee. The firm’s draft
responses should be provided to the team captain as soon as practicabie to allow the team
captain sufficient time to assess the firm’s response prior to the exit conference.

979  If the reviewed firm receives an FEC form or a report with a peer review rating of pass
with deficiencies or fail, it is the firm’s responsibility to identify the appropriate
remediation of any findings, deficiencies. and significant deficiencies and to appropriately

respond. tThe reviewed firm should respend-in-weitingaddress the following in its response
with rcspect to each fmdmg, deﬂc;cncv and significant deﬁmencv ( see mterm etatlons) 1o

a. _Nonconforming engagements, including the following:

¢  The firm’s actions taken or planned to remediate the engacements

identified on the FFC form or in the report as nonconforming.
e The firmi’s actions taken or planned to remediate findines and
deficiencies in the firm’s system of quality control (see interpretations)
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b. Systemic issues unrelated to nonconforming engagements:
¢ The firm’s actions taken or planned to remediate findings and
deficiencies in the firm’s system of quality control
¢.  Timing of the remediation

100  The team captain should review and evaluate the firm’s responses on the FFC forms and
letter of response prior to the exit conference. The firm’s letter of response should be
finalized and dated as of the exit conference date and provided to the team captain. The
team captain should include the firm’s letter of response with his or her report and working

papers submitted to the administering entity (see interpretations).

101 Tllustrations of letters of response by a reviewed firm to reports in a System Review with a
peer review rating of pass with deficiencies and fail are included in appendixes F,
“[]lustration of a Response by a Reviewed Firm to a Report With a Peer Review Rating of
Pass With Deficiencies in a System Review;” H, “I{lustration of a Response by a Reviewed
Firm to a Report With a Peer Review Rating of Pass With Deficiencies (With a Scope
Limitation) in a System Review;” J, “Illustration of a Response by a Reviewed Firmto a
Report With a Peer Review Rating of Fail in a System Review;” and L, “Illustration of a
Response by a Reviewed Firm to a Report With a Peer Review Rating of Fail (With a
Scope Limitation) in a System Review.”

Performing Engagement Reviews
Basic Requirements
109  An Engagement Review does not include a review of other documentation prepared on the

engagements submitted for review (other than the documentation referred to in paragraphs
.107--.108), tests of the firm’s administrative or personnel files, interviews of selected firm
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personnel, or other procedures performed in a System Review (see interpretations).
Accordingly, an Engagement Review does not provide the review captain with a basis for
expressing any form of assurance on the firm’s system of quality control for its accounting
practice. The review captain’s report does indicate, however, whether anything came to the
review captain’s attention that caused him or her to believe that the engagements submitted
for review were not performed and reported on in conformity with applicable professional
standards in all material respects (see interpretations). The review captain should promptly
inform the firm when an engagement is not performed or reported on in conformity with
applicable professional standards and remind the firm of its obligation under professional
standards to take appropriate actions (see interpretations).

Identifying Matters, Findings, Deficiencies, and Significant Deficiencies

J13

A matter is documented on an MFC form. If the matter, after further evaluation, gets
elevated to a finding, but not a deficiency or significant deficiency, it is documented on a
FFC form. The FFC form is a standalone document that includes the rewiewers
recommendation-and-the-reviewed firm’s response regarding actions planned or taken and
the timing of those actions by the firm. MFC and FFC forms are subject to review and
oversight by the administering entity, who will evaluate the reviewed firm’s FFC form
responses for appropriateness and responsiveness (see paragraphs .141-.145). If the matter
documented on the MFC form is instead elevated to a deficiency or significant deficiency,
then it is communicated in the report itself-along—with-thereviewer's-recommendation.
The firm submits a letter of response regarding actions planned or taken and the timing of
those actions by the firm, which is also evaluated for appropriateness and responsiveness
(see paragraphs .139-.140),

Communicating Conclusions at the Closing Meeting and Exit Conference

A15

Prior to issuing his or her report or finalizing MFC and FFC form(s). if applicable, the
review captain should communicate his or her conclusions to the firm at a closing meeting.
The closing meeting is normally held via teleconference and may also be attended by
representatives of the administering entity, the board, AICPA_staff. or other board
authorized organizations with oversight responsibilities. The review captain should discuss
the following during the closing meefing;

Preliminary peer review results, including any matters documented on the MFC form(s),

findings documented on the FFC form(s), deficiencies or significant deficiencies to be
included in the peer review report. and the type of report to be issued.

The firm’s requirement to respond to the MEC form(s), FFC form(s). or the deficiency(ies)

or significant deficiency{ies) included in the peer review report.

Other sugeestions and observations for the firm to consider. For example. implications

of upcoming changes in professional standards, operational or efficiency suggestions, and
minor areas for improvement considerations.
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An exit conference will be held after the firm has responded to the MEC form(s), FFC
form(s), and deficiencies or significant deficiencies in the report and the review captain has
assessed whether the responses are appropriate and considered any additional impact to the
peer review results. Accordingly, except in rare circumstances that should be explained to
the firm. the exit conference should be postponed if there is uncertainty about the report to
be issued or the deficiencies or significant deficiencies to be included in the report. The
exit conference is normally held via teleconference and should occur after allowing the
firm sufficient time to respond to MEC form(s), FFC form(s). deficiencies or significant
deficiencics discussed at the closing meeting, if applicable. The purpose of a separate
closing meeting and exit conference is to provide the firm sufficient time to determine
appropriate responses to the matters. findings. deficiencies, and significant deficiencies
identified and to provide the review captain with sufficient time to assess the firm’s
responses prior to the report date (exit conference date). If these steps have been taken
prior to the closing mecting or atg¢ not necessary., the closing meeting and exit conference
mav be combined. In either circumstance, the exit conference should ordinarily be held
prior to but no later than the review due date (see interpretations). The review captain
should discuss the following during the exit conference:

a. Final peer review results. including any changes to the information communicated at the
closing meeting_after considetation of the firm’s responses to MFCs, FFCs, and
deficiencies and significant deficiencies in the report.

b. Potential corrective actions (for _deficiencies and significant _deficiencies) and
implementation plans (for findings) that may be imposed by the RAB, if applicable. The
review captain should also discuss with the firm the implications of these steps on the
acceptance and completion of the peer review and the firm’s enroliment in the program.

c. Peer review noncooperation implications of consecutive non-pass_report ratings, if
applicable (see interpretations).
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Addressing Disagreements Between the Reviewer and the Reviewed Firm

116

Disagreements may arise on the resolution of various issues. For instance, there could be a
disagreement on the appropriate approach to performing ot reporting in conformity with
applicable professional standards, or the review team might not believe that the actions
planned or taken by the firm, if any, are appropriate (for example, if the reviewed firm
believes that it can continue to support a previously issued report and the review team
continues to believe that there may be a failure to reach appropriate conclusions in the
application of professional standards). Reviewers and reviewed firms should understand
that professional judgment often becomes a part of the process and that each party has the
right to challenge each other on an issue. Nevertheless, a disagreement on the resolution of
an issue may persist in some circumstances. The reviewed firm and reviewer should be
aware that they may consult with their administering entity and, if necessary, request that
the administering entity’s peer review committee resolve the disagreement. If the
administering entity’s full peer review committee is unable to resolve the disagreement,
the administering entity may refer unresolved issues to the board for a final determination.
Only the administering entity’s peer review committee will be responsible for determining
whether a disagreement still exists or whether the reviewed firm or review team is not
cooperating in order to refer the issue to the board.

Reporting on Engagement Reviews

Forming Conclusions on the Type of Report to Issue in an Engagement Review

Engagement Review Report With a Peer Review Rating of Pass

A17

A report with a peer review rating of pass is issued when the reviewer concludes that
nothing came to his or her attention that caused him or her to believe that the engagements
submitted for review were not performed and reported on in conformity with applicable
professional standards in all material respects. There are no deficiencies or significant
deficiencies that affect the nature of the report and, therefore, the report does not contain
any deficiencies;_or significant deficiencies-orrecommendations. In the event of a scope
limitation, a report with a peer review rating of pass (with a scope limitation) is issued.

Reporting on Engagement Reviews

General

120

In an Engagement Review, the review captain should furnish the reviewed firm with a
written report within 30 days of the review-efengagementsexil conference date or by the
firm’s peer review due date, whichever is eatlier. A report ona review performed by a firm
‘s to be issued on the letterhead of the firm performing the review. A report by a review
team formed by an association of CPA firms is to be issued on the letterhead of the firm of
the review captain performing the review. Other reports are issued on the letterhead of the
administering entity. The report in an Engagement Review ordinarily should be dated as of
the date of the completion-ofthe peerreview-procedurescxit conference. See interpretations
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for guidance on notification requirements and submission of peer review documentation to
the administering entity.

Hlustrations of Reports in an Engagement Review

121  The standard form for a report with a peer review rating of pass is illustrated in appendix
M, “[llustration of a Report with a Peer Review Rating of Pass in an Engagement Review.”
[llustrations of reports with a peer review rating of pass with deficiencies and fail are
presented in appendixes N, “Iflustration of a Report with a Peer Review Rating of Pass
with Deficiencies in an Engagement Review,” and P, “Illustration of a Report with a Peer
Review Rating of Fail in an Engagement Review,” respectively. Additional paragraphs
included for scope limitations follow the illustrations for System Reviews with scope

limitations (see appendixes D, G, and K).

122 The written report in an Engagement Review should:

a. State at the top of the report the title “Engagement-ReviewRepertReport on the Firm’s
Conformity With Professional Standards on Engagements Reviewed.”

b Include headines for each of the following sections:

a. Firm’s Responsibility.

b. Peer Reviewer's Responsibility.

c. Deficiency(ies) or Significant Deficiency(ies) Identified on the Firm’s Conformity
With Professional Standards on Engagements Reviewed, il applicable.

d. Scope Limitation. if applicable.

e. Conclusion.

b-¢.State that the review captain reviewed selected accounting engagements of the firm and
include the year-end covered by the peer review.

e, State that the peer review was conducted in accordance with the Standards for Performing
and Reporting on Peer Reviews established by the Peer Review Board of the American
Institute of Certified Public Accountants.

e State that the nature, objectives, scope limitations of, and procedures performed in an

Engacement Review areas described in the sStandards can be found on the ATCPA website

where the Standards are summarized.
Yoelida o LIRI. o tha.A 1OPR A svahoite wvhara tha ctondardoe e ]f\f\qted_
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/. State that the firm is responsible for designing a system of quality control and complying
with it to provide the firm with reasonable assurance of performing and reporting in
conformity with applicable professional standards in all material respects-{even-though-this

t o nn Daonanmant Ravies—the stotement eoflante tha recnancibilibobthe frmr— and fOI'
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evaluating actions to promptly remediate engagements deemed as not performed or
reported in conformity with professional standards, where appropriate, and for remediating
weaknesses in its system of quality control, if any.

g State that the reviewer’s responsibility is to evaluate whether the engagements submitted
for review were performed and reported on in conformity with applicable professional
standards in all material respects.

k. State that an Engagement Review does not include reviewing the firm’s system of quality
control and compliance therewith and, accordingly, the reviewers expresses no opinion or

any form of assurance on that system.
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In the event of a scope limitation, include an additional paragraph before the last paragraph
that describes the relationship of the excluded engagement(s) to the reviewed firm's
praclice as a whole. the highest level of service and industry concentration, if any, of the
engacement(s) excluded from the potential selection, and the effect of the exclusion on the
scone.and results of the peer review. Tailor the conclusion, as appropriate. to address the
scope limitation. '
Identify the different peer review ratings that the firm could receive.

In a report with a peer review rating of pass, state:

e That nothing came to the review captain’s attention that caused the review captain to
believe that the engagements submitted for review were not performed and reported on
in conformity with applicable professional standards in all material respects.

o Atthe-endofthesceond paragraph-t]hat therefore-the firm has received a peer review

rating of pass.

C ]

In a report with a peer review rating of pass with deficiencies,’ state:

¢ ThatexceptforThat as a result of the deficiencies previously described, rethingeate

' lew-captoinsattent at-6 the review captain te-believes that at least

one but not all of the engagements submitted for review were not performed and

reported on in conformity with applicable professional standards in all material
respects.

o Atthe-end-of thetastparagraph—tThat therefore-the firm has received a peer review

rating of pass with deficiencies.

1'
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In a report with a peer review rating of fail, state:

e That as a result of the deficiencies previously described, the review captain believes
that all the engagements submitted for review were not performed and/or reported on
in conformity with applicable professional standards in all material respects.

o Atthe endofthe ast-parasraph—tThat therefore-the firm has received a peer review

rating of fail.

1y

3 Reference to plural could also apply to a singular item within the standards. For instance, there could be deficiencles or a deficiency. The
wording In the peer review report should be tailored as necessary.
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#. In areport with a peer review latlm, of Dass w1th deﬁmenues or faﬂ

e

descrlptlons of the deﬁcmnmes or 51gn1ﬁcant deﬁ01en01es aﬂd%h&feﬁev‘qﬂg—ﬁtm%

recommendations-(cach of these should be numbered) (see interpretations).

. Identxfy—fei- any deﬁcwnmes or 31gn1ﬁcant deﬁmenmes ncluded-in-the-reportwith

that were also made in the
report in the firm’s previous peer review. However if the specific types of
reporting, presentation, disclosure, or documentation deficiencies or mgmﬁcant
deficiencies are not substantially the same on the current review as on the prior
review, the deficiencies or significant deficiencies would not be considered a repeat
(see interpretations).

o _Identify the level of service for any deficiencies or significant deficiencies. If the

deficiency or significant deficiency ineluded-inthereportwith-a-peerreviewrating

of pass-with-defisiencies-or-fait-is industry specific, also identify the industry.

Firm Responses in an Engagement Review and Related Review Captain Considerations

1263 The firm should discuss matters, findings. deficigncies, and significant deficiencies w1th
1E1e review captam ]i—a&a—a—ehse&smeﬂ—wﬁh—the—feﬁew—e&e’&am— the feHeweémﬁun

en—ﬂ%e««te-f»a%eécommumcated on an FFC form, d]ld dcﬁuenues 01 sigmf' (,.;mt defi ciencies
oommumcated in the peer review reports Cj-heseaﬁesaeﬁses—shemd—deseﬁbe—th&ﬂhﬂ—the

response 1o def ciencies or significant deficiencies =;i10uld be Lommumcated ina !etter of
response addressed to the administering entity’s peer review committee. The firm’s draft
responses should be provided to the review captain as soon as practicable to allow the
review captain sufficient time to assess the firm’s response prior to the exit conference.

123125  In-an-EngagementReviewif the firm receives an FFC form or a report with a peer
review rating of pass with deficiencies ot fail, it is the firm’s responsibility to identify the
appropriate_remediation of findings. deficiencies, and significant deficiencies and to
appropriately respond (see interpretations). the-The reviewed firm should respend—in
weitingaddress the firm’s actions taken or planned to remediate the findings, —to—the
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deficiencies, or significant deficiencies—s 214 -

teport, including timing of the remediation and additional procedures to ensure the finding,

deficiency. or significant deficiency is not repeated in the future. Fheletterof response
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The review captain should review and evaluate the responses on the FFC forms and letter

of response prior to the exit conference, The firm’s letter of response should be finalized
and dated as of the exit conference date and provided to the review captain, The review
captain should include the firm’s letter of response with his or her report and working
papers submitted to the administering entity (see interpretations).
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1llustrations of letters of responses by a reviewed firm to reports with a peer review rating
of pass with deficiencies and fail are included in appendixes O, “Illustration of a Response
by a Reviewed Firm to a Report With a Peer Review Rating of Pass With Deficiencies in
an Engagement Review,” and Q, “Illustration of a Response by a Reviewed Firm to a
Report With a Peer Review Rating of Fail in an Engagement Review.”

Fulfilling Peer Review Commitiee and Report Acceptance Body
Responsibilities

133

The committee’s report acceptance body responsibilities include, but are not limited to:
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Ensuring that peer reviews are presented to an RAB ina timely manner, ordinarily
within 120 days of the later of receipt of the working papers and peet review report
from the team captain or review captain or, if applicable, the report with a peer
review rating of pass with deficiencies ot fail and the related letter of response from
the reviewed firm, or within 60 days for Engagement Reviews meeting certain
criteria (see paragraphs .137-.138).

Considering whether the review has been performed in accordance with these
standards, interpretations, and related guidance materials.

Considering whether the report, and the response thereto, if applicable, are in
accordance with these standards, interpretations, and related guidance materials,
including an evaluation of the adequacy of the corrective actions the reviewed firm
has represented that it has taken or will take in its letter of response. '
Determining whether it should require any remedial, corrective actions related to
the deficiencies or significant deficiencies noted in the peer review report, in
addition to or in affirmation of those described by the reviewed firm in its letter of
response. Examples of such corrective actions include, but are not limited to,
requiring certain individuals to obtain specified kinds and specified amounts of
CPE, requiring the firm to carry out more comprehensive monitoring procedures,
or requiring it to engage another CPA to perform pre-issuance or post-issuance
reviews of financial statements, reports, and accounting and audit documentation
to attempt to strengthen the performance of the firm’s personnel.

In relation to FFCs:

1. Considering whether FFC (and associated MFC and DMFC) forms are
prepared in accordance with these standards, interpretations, and related
guidance materials, including whether the findings addressed on the FFC
forms should have been included in a report with a peer review rating of
pass with deficiencies or fail.

2. Determining the adequacy of the plan the reviewed firm has represented
that it has implemented or will implement in its response on the FFC
form(s).

3, Determining whether it should require an implementation plan in addition
to or as an affirmation of the plan described by the reviewed firm in its
response to the findings on the FFC form(s).

Ensuring that all corrective actions related to deficiencies or significant deficiencies
in the peer review report and all implementation plans related to findings on FFC
forms have been completed to the satisfaction of the committee.

Ensuring that all firms within its jurisdiction have timely peer reviews and keeping
track of the timing of the completion of corrective actions and implementation plans
by all firms that the committee has required, including those that are overdue.

Accepting System and Engagement Reviews

139

Tn deciding on the need for and nature of any corrective actions, the committee should
consider the nature and significance (and for System Reviews, the systemic causes, pattern,
pervasiveness, and relative importance to the system of quality control as a whole) of the
deficiencies or significant deficiencies. It should evaluate whether the reconwnendations-of
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and-whetherthereviewed firm’s respenses—to—these—recommendatiensactions taken or
planned to remediate deficiencies in the system of quality control and nonconforming
engasements, if applicable. appear comprehensive, genuine, and feasible.
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Cooperating in a Peer Review

142

In deciding on the need for and nature of any implementation plan in addition to, or in
affirmation of, that described by the firm in its response on the FFC form, the committee
should consider the nature and significance (and for System Reviews, the systemic causes,
pattern, pervasiveness, and relative importance to the system of quality control as a whole)
of the findings. It should evaluate whether the recommendations-of the-review-team-appear
to-nddress-those-findinss-adequately-and-whetherthe-reviewed firm’s responses-to-these
recommendatiensactions taken or planned to remediate nonconforming engagements and
systemic findings appear comprehensive, genuine, and feasible.

Publicizing Peer Review Information

146

The reviewed firm should not publicize the results of the review or distribute copies of the
peer review report to its personnel, clients, or others until it has been advised that the report
has been accepted (see interpretations) by the administering entity as meeting the
requirements of the program. Neither the administering entity nor the AICPA shall make
the results of the review, or information related to the acceptance or completion of the
review, available to the public, except as authorized or permitted by the firm under certain
circumstances (see interpretations). The administering entity and the AICPA may disclose
the following information:
a. The firm’s name and address
b. The firm’s enrollment in the program
¢. The date of acceptance and the period covered by the firm’s most recently accepted
peer review
d. If applicable, whether the firm’s enrollment in the program has been dropped or
terminated

Performing and Reporting on Reviews of Quality Control Materials (QCM)

Procedures for Planning and Performing QCM Reviews

Planning Considerations

169

The QCM reviewer should obtain the prior QCM report, the letter of response (if
applicable), and the acceptance letter from the provider. The QCM reviewer should also
obtain the prior FFC forms (if applicable) from the National PRC. The QCM reviewer
should consider whether the issues discussed in those documents require additional
emphasis in the current review, and should evaluate the provider’s performance of the
actions noted in response-to-the prior repertreview letter of response and FFC forms, if
applicable.
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Identifying Matters, Findings, Deficiencies, and Significant Deficiencies

178  Determining the relative importance of matters noted during the QCM review, individually
or combined with others, requires professional judgment. Careful consideration is required
in forming conclusions. The descriptions that follow are intended to assist in aggregating
and evaluating the QCM review results, conciuding on them, and determining the nature

of the QCM review report to issue:
a. A matter is noted as a result of

i. the QCM reviewer’s evaluation of the design of and compliance with the
provider’s system of quality control. Matters can be one or more “no”
answers to questions in QCM review questionnaire(s) that a QCM reviewer
concludes warrants further consideration in the evaluation of a providet’s
system of quality control. .

ii. the QCM reviewer’s evaluation of whether the materials submitted for
review are reliable aids. Matters can arise from either the QCM reviewer’s
comments based on tests of the materials, or one or more “no” answers to
questions in QCM review questionnaire(s) that the QCM reviewer
concludes warrants further consideration by the provider in the evaluation
of the materials.

A matter is documented on a MFC form.
A finding is one or more matters that result from

i. a condition in the provider’s system of quality control or compliance with
it such that there is more than a remote possibility that the provider would
not develop or maintain reliable aids, or

ii. the QCM reviewer’s conclusion that one or more of the materials tested do
not encompass some portion of the components of the professional
standards that the materials purport to encompass.

A QCM reviewer will conclude whether one or more findings are a deficiency or
significant deficiency. If the QCM reviewer concludes that no finding, individually
or combined with others, rises to the level of deficiency or significant deficiency, a
report rating of pass is appropriate. A finding not rising to the level of a deficiency
or significant deficiency is documented on a FFC form.

A deficiency is one or more findings that

i. the QCM reviewer has concluded, due to the nature, systemic causes,
pattern, or pervasiveness, could create a situation in which the provider
would not have reasonable assurance of developing or maintaining reliable
aids, or

ii. affects the reliability of one or more of the materials tested, such that one or
more of the materials do not encompass the components which are integral
to the professional standards that the materials purport to encompass.

This includes the relative importance of the deficiency to either the provider’s
system of quality control taken as a whole, or any of the materials tested
(individually or collectively). It is not a significant deficiency if the QCM reviewer
has concluded that except for the deficiency or deficiencies the provider has
reasonable assurance of developing and maintaining reliable aids or that the nature
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of the deficiency or deficiencies is limited to a small number of the total materials
reviewed. Such deficiencies are communicated in a report with a QCM review
rating of pass with deficiencies.

d A significant deficiency is one or more deficiencies that the QCM reviewer has
concluded results from a condition in the provider’s system of quality contro! when
the system taken as a whole does not provide reasonable assurance of developing
or maintaining reliable aids, and it has affected the reliability of one or more of the
materials reviewed. Such deficiencies are communicated in a report with a QCM
rating of fail.

Aggregating and Evaluating Matters in the Provider’s System

179

The QCM review team must aggregate matters noted during the review of the provider’s
system of quality control to develop and maintain the materials in order to conclude on the
opinion of the provider’s system. This entails determining whether any matters noted were
the result of the design of the provider’s system of quality control or the failure of its
personnel to comply with the provider’s quality control policies and procedures. The QCM
review team should consider their relative importance to both the provider’s system of
quality control as a whole and the impact on the materials (individually and collectively),

and their nature, systemic causes, pattern, and pervasiveness.

Design Matters

183

There may be circumstances in which the QCM reviewer finds few findings in the materials
developed and maintained by the provider, yet he or she still concludes that the design of
the provider’s system of quality conirol needs to be improved. For example, a provider that
has a rapidly growing customer base may not have appropriately revised its policies and
procedures to solicit user feedback. However, this type of finding may not result in less
than reasonable assurance of developing or maintaining reliable aids. The QCM reviewer
should exercise judgment in determining whether this matter should be addressed in an
FEC as a finding sathes—thanor result in a report with a QCM review rating of pass with
deficiencies or fail.

Compliance Matters

185

In assessing whether the degree of compliance was adequate to provide the required
assurance, the QCM review team should consider the nature, systemic causes, pattern, and
pervasiveness of the instances of noncompliance noted and their relative importance to the
provider’s system of quality control as a whole, as well as their importance in the specific
circumstances in which they were observed. As with the evaluation of design matters,
compliance matters also need to be evaluated in the context of the provider’s organizational
structure, the nature of its practice, the number of users, and so on.
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Reporting on QCM Reviews
General

190 The QCM review team should furnish the provider with a written report and the final FFC
forms within 30 days of the date of the exit conference or by the provider’s review due
date, whichever is earlier. A report on a QCM review performed by a firm is to be issued
on the letterhead of the firm performing the review. A report by a QCM review team
formed by an association of CPA firms is to be issued on the letterhead of the firm of the
team captain performing the review. The report in a QCM review ordinarily should be
dated as of the date of the exit conference. See interpretations for guidance on notification
requirements and submission of peer review documentation to the administering entity.

Preparing the Report in a QCM Review

194 A QCM report with a rating of pass, pass with deficiencies, or fail contains elements
similar to those in a System Review report. As such, the written report in a QCM System Review
should:

a. State at the top of the page the title “Quatity-Control-Materials Review ReportReport on

the Provider’s System of Quality Control and Resultant Materials.”
b. Include headings for each of the following sections:
2. Provider’s Responsibility.

b. Peer Reviewer’s Responsibility.
¢. User’s Responsibility.
d. Deficiency(ies) or Significant Deficiency(ies) Identified in the Provider’s System

of Quality Control and Resultant Materials, if applicable.

e. _Opinion.

¢. _State that the system of quality centrol for the development and maintenance of the
materials and the resultant materials in effect at the year-end covered by the QCM review
were reviewed.

b-d Identify the items covered by the opinion or refer to an attached listing.

e-¢. State that the review was conducted in accordance with the Standards for Performing and
Reporting on Peer Reviews established by the Peer Review Board of the American Institute
of Certified Public Accountants.

¢f State_that the nature, objectives, scope. limitations of_and procedures performed in a

Quality-Control-MaterialsQCM review areas described in the sStandards can be found on
the AICPA website where the Standards are summarized.

da ance-to A A ssroboito e. d

£g. State that the provider is responsible for designing a system of quality control and
complying with it to provide users of the materials with reasonable assurance that the
materials are reliable aids to assist them in performing and reporting in conformity with
the components which are integral to the professional standards that the materials purport
to encompass_and for evaluating actions to promptly remediate materials not deemed as
reliable aids. where appropriate. and for remediating weaknesses in its system of quality
control, if any.

@-h. State that the reviewer’s responsibility is to express an opinion on the design of the system
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of quality control, the provider’s compliance with that system, and the reliability of the
resultant materials based on the review.

ki State that the users of the materials are responsible for implementing, tailoring, and
augmenting the materials as appropriate.
ij._State that there may be important elements of a quality control system in accordance with

Statements on Quality Control Standards that are not part of the materials that have been

subject to this QCM review.

#k_Identify the different peer review ratings that the provider could receive.
%/, In a report with a peer review rating of pass:

o Express an opinion that the system of quality control for the development and
maintenance of the quality control materials was suitably designed and was being
complied with during the year ended to provide reasonable assurance that the materials
are reliable aids.

e Express an opinion that the quality control materials were reliable aids to assist users
in conforming with the componenis which are integral to the professional standards the
materials purport to encompass at year-end.

o  State atthe-end-of the-opinion-paragraph-that therefore the repert-reflestsprovider has

received a peerreview rating of pass.

Lm.In a report with a review rating of pass with deficiencies:*

e Express an opinion that, except for the deficiencies described previously, the system of
quality control for the development and maintenance of the quality control materials
was suitably designed and was being complied with during the year ended to provide
reasonable assurance that the materials are reliable aids, e

e Express an opinion that, except for the deficiencies described previously, the quality
control materials were reliable aids to assist users in conforming with the components
which are integral to the professional standards the materials purport to encompass at
year-end.

o State at-the-end-of the-opinion-paragraph-that therefore-the repertreflests-aprovider has
received a review rating of pass with deficiencies.

HE, In a report with a peer review rating of fail:

e Express an opinion that as a result of the significant deficiencies described previously,
the system of quality control for the development and maintenance of the quality
control materials was not suitably designed and being complied with during the year
ended and, therefore, cannot provide reasonable assurance that the materials are reliable
aids.

o PExpress an opinion that also, as a result of the significant deficiencies described
previously, the quality control materials are not reliable aids and do not assist users in
conforming with the components which are integral to the professional standards the

4 Reference to plural could also apply to a singular item within the standards. For instance, there could be deficiencies or a deficiency. The
wording in the peer review repori should be tailored as necessary.
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materials purport to encompass at year-end.
o State atthe-endofthe opinionparagraph-that therefore-the provider has received a peet
review rating of fail.
0. ln a report with a peer review i‘dtlll“ of pass Wlth def' cmnmes or falE
e Include ;Hers i i
descriptions of the deficiencies or significant deficiencies aﬂd—ehe-rewevﬁﬂg—ﬁﬂm
recommendations-(each of these should be numbered).
. Ide:ntlfy—Jf?eA¢ any deﬁmenmes or 51gn1ﬁcant deﬁmenmes ineluded-in-the report-with
2 that were also made in the report
issued on the provider’s previous QCM review. This should be determined based
on the underlyingsystemic cause of the deficiencies or significant deficiencies.

Provider Responses on QCM Reviews_and Related QCM Reviewer Considerations

1958 The provider should discuss matters, findings, deficiencies. and significant deficiencies
with the OCM reviewer, [f—nfter-a—diseussion—with—the OCM-reviewer, the provider

disagrees with one or more of the findings. deficiencies, or significant deficiencics, the
provider should contact the National PRC for assistance in-the—mattecand follow the

,qmdame in pard;.,raoh 93 to resolve the dlsagreement que—a&f&ﬁaﬁh—%—ﬁ‘-ﬂfﬁ-ﬁi‘eﬂdﬁ

1967 The provider should alse-respond to all matters communicated on an MFC form. findings
communicated on an ea-the—FFC form and deficiencies or significant deficiencies
commumcated in the OCM report,  s—i—any-aredeveloped—to—findings-and related

R The m‘owder s dmft response to
deﬁczenmes or significant deﬁcwnmes should be communicated in a letter of response

addressed to the National PRC. The provider’s responses should be provided to the QCM
reviewer as soon as practicable to allow the QCM reviewer sufficient time to assess the
firm’s response prior to the exit conference.

1975 If the provider receives an FFC form or a report with a review rating of pass with
deficiencies or fail, it is the provider’s responsibility to identify the appropriate remediation
of anv findings, deficiencies and significant deficiencies and to appropriately respond. The
srovider should address the following in its response with respect to each finding,

deﬁmcncv and suznn‘" cant dCﬁClGHCY_@hﬂ%ﬁhe—p#@Wé@F&h@&lé—t@&ﬁeﬁdﬁﬂ—“ﬁﬁm‘g—E@—me
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provider’s plan for notifying known users of that error or omission.

b. Timing of the remediation

a. The provider’s actions taken or planned to remediate the materials

the FFC form or in the report as having an_error or omission.

5 and letter
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Appendix A

f, and Procedures
Control Materials

imitations o

Summary of the Nature, Objectives, Scope, L

Performed in System and Engagement Reviews and Quali

Reviews (as Referred to in a Peer Review Report)
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(Effective for Peer Reviews Commencing on or After January 1, 2009)

1. Firms (and individuals) enrolled in the AICPA Peer Review Program are required to
have a peer review, once every three years, of their accounting and auditing practice,

calated tonan Saessty and Eyvelhonoa O rnpanneoion (SEY joopape cnuarima.g sno Seap
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peried—An accounting and auditing practice for the purposes of these standards is
defined as all engagements performed under Statements on Auditing Standards (SASs);
Statements on Standards for Accounting and Review Services ( SSARS); Statements on
Standards for Attestation Engagements (SSAEs); Government Auditing Standards (the
Yellow Book) issued by the U.S. Government Accountability Office: and engagements
performed under Public Company Accounting Oversight Board (PCAOB) standards.
Engagements covered in the scope of the program are those included in the firm’s
accounting and auditing practice that are not subject to PCAOB permanent inspection,
The peer review is conducted by an independent evaluator, known as a peer reviewer.
The AICPA oversees the program, and the review is administered by an entity approved
by the AICPA to perform that role.

2. The peer review helps to monitor a CPA firm’s accounting and auditing practice
(practice monitoring). The goal of the practice monitoring, and the program itself, is to
promote quality in the accounting and auditing services provided by the AICPA
members and their CPA firms. This goal serves the public interest and enhances the
significance of AICPA membership.

3. There are two types of peer reviews: System Reviews and Engagement Reviews.
Systern Reviews focus on a firm’s system of quality control and Engagement Reviews
focus on work performed on particular selected engagements. Quality Control
Materials (OCM) Reviews focus on the system of quality control of a provider of QCM
to CPA firms. Asnoted-inparasraphs-4-and157a-A further description of System-and
. Engagement and QCM Reviewss+ akity Centrot-Materia A oWy, as
well as a summary of the nature, objectives, scope, limitations of, and procedures
performed on them, is provided in the following sections.

o

System Reviews

4. A System Review is a type of peer review that is a study and appraisal by an
independent evaluator(s), known as a peer reviewer, of a CPA firm’s system of quality
control to perform accounting and auditing work. The system represents the policies
and procedures that the CPA firm has designed, and is expected to follow, when
performing its work. The peer reviewer’s objective is to determine whether the system
is designed to ensure conformity with professional standards and whether the firm is
complying with its system appropriately.

5 Professional standards are literature, issued by various organizations, that contain the
framework and rules that a CPA firm is expected to comply with when designing its
system and when performing its work. Professional standards for design of a system of
quality control _include but are not limited io the Statements on Quality Control
Standards (SOCSs) issued by the American Institute of Certified Public Accountants
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(AICPA) that pertain to leadership responsibilities for quality within the firm (the “tone
at the top™); relevant ethical requirements (such as independence, integrity and
objectivity); acceptance and continuance of client relationships and specific
engagements; human resources; engagement performance; and monitoring.

To plan a System Review, a peer reviewer obtains an understanding of (1) the firm’s
accounting and auditing practice, such as the industries of its clients, and (2) the design
of the firm’s system, including its policies and procedures and how the firm checks
itself that it is complying with them. The reviewer assesses the risk levels implicit
within different aspects of the firm’s practice and its system. The reviewer obtains this
understanding through inquiry of firm personnel and review of documentation on the
system, such as firm manuals.

Based on the types of engagements firms perform, they may also have their practices
reviewed or inspected on a periodic basis by regulatory or governmental entities,
including but not limited to the Department of Health and Human Service, the
Department of Labor, and the Public Company Accounting Oversight Board. The team
captain obtains an understanding of those reviews or inspections, and he or she
considers their impact on the nature and extent of the peer review procedures
performed.

Based on the peer reviewer’s planning procedures, the reviewer looks at a sample of
the CPA firm’s work, individually called engagements. The reviewer sclects
engagements for the period covered by the review from a cross section of the firm’s
practice with emphasis on higher risk engagements. The engagements selected must
include those performed under Government Auditing Standards, audits of employee
benefit plans, audits of depository institutions (with assets of $500 million or greater),
audits of carrying broker-dealers, and examinations of service organizations (Service
Organization Control [SOC] 12 and and SQC 2® engagements) when applicable (these
are known as must select engagements). The scope of a peer review only covers
accounting and auditing engagements performed under U-S—prefessional-standards
SASs, SSARSs, SSAFEs, Government Auditing Standards, and PCAOB standards;-it
and does not include the firm’s SEC-issuerpractiesengagements subject to PCAOB
permanent inspection, nor does it include tax or consulting services. The reviewer will
also look at administrative elements of the firm’s practice to test the elements listed

previously from the Statements-eon-Quakity-Contrel StandardsSQCSs.
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9.

10.

11

12.

Based on the peer reviewer’s planning procedures, the reviewer looks at a sample of
the CPA firm’s work, individually called engagements. The reviewer selects
engagements for the period covered by the review from a cross section of the firm’s
practice with emphasis on higher risk engagements. The engagements selected must
include those performed under Government Auditing Standards, audits of employee
benefit plans, audits of depository institutions (with assets of $500 million or greater),
audits of carrying broker-dealers, and examinations of service organizations (Service
Organization Control [SOC] 12 and SOC 2% engagements) when applicable (these are

known as must select engagements). The scope of a peer review only covers accounting
and auditing engagements performed under—Y-S-—prefessional—standards SASs
SSARSs, SSAFEs, Government Auditing Standards. and PCAODB standards:+ and does
not include the firm’s SEC-issuer-practicecngagements subject to PCAOB permanent
inspection, nor does it include tax or consulting services. The reviewer will also look
at administrative elements of the firm’s practice to test the elements listed previously

from the Statements-on-Quality-Control-StandardsSQCSs.

The reviewer examines engagement working paper files and reports, interviews
selected firm personnel, reviews representations from the firm, and examines selected
administrative and personnel files. The objectives of obtaining an understanding of the
system and then testing the system forms the basis for the reviewer’s conclusions in the
peer review report.

When a CPA firm receives a report from the peer reviewer with a peer review rating of
pass, the report means that the system is appropriately designed and being complied
with by the CPA firm in all material respects. If a CPA firm receives a report with a
peer review rating of pass with deficiencies, this means the system is designed and
being complied with appropriately by the CPA firm in all material respects, except in
certain situations that are explained in detail in the peer review report. When a firm
receives a report with a peer review rating of fail, the peer reviewer has determined that
the firm’s system is not suitably designed or being complied with, and the reasons why
are explained in detail in the report.

If g deficiency or significant deficiency included in the peer review report is associated
with an engcagement that was not performed and reported on in conformity with
applicable professional standards in all material respects (“nonconforming™) in a must
select industry or practice area or is industry specific, the report will identify the
industry or practice area. However, because the purpose of a System Review is to
report on the firm’s system of quality control, the peer review report miglit not describe

every engagement that was deemed nonconforming.
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13. The firm is responsible for evaluating actions to promptly remediate engagements
deemed as not performed or reported in conformity with professional standards, when
appropriate, and for remediating weaknesses in its system of quality control, if any.
The firm’s response is evaluated to determine if it is appropriate. whether lack of
response is indicative of other weaknesses in the firm’s system of quality control, or
whether monitoring procedures are necessary to verify if the deficiencies and
nonconforming engagements were remediated.

13.14. There are inherent limitations in the effectiveness of any system and, therefore,
noncompliance with the system may occur and not be detected. A peer review is based
on selective tests. It is directed at assessing whether the design of and compliance with
the firm’s system provides the firm with reasonable, not absolute, assurance of
conforming to applicable professional standards. Consequently, it would not
necessarily detect all weaknesses in the system or all instances of noncompliance with
it. It does not provide assurance with respect to any individual engagement conducted
by the firm or that none of the financial statements audited by the firm should be
restated. Projection of any evaluation of a system to future periods is subject to the risk
that the system may become inadequate because of changes in conditions or because
the degree of compliance with the policies or procedures may deteriorate.

Engagement Reviews
14-15. An Engagement Review is a type of peer review that is a study and appraisal by an

independent evaluator(s), known as a peer reviewer, of a sample of a CPA firm’s actual
accounting work, including accounting reports issued and documentation prepared by
the CPA firm, as well as other procedures that the firm performed.

15.16. By definition, CPA firms undergoing Engagement Reviews do not perform audits
or other similar engagements but do perform other accounting work including reviews
and compilations, which are a lower level of service than audits. The peer reviewer’s
objective is to evaluate whether the CPA firm’s reports are issued and procedures
performed appropriately in accordance with applicable professional standards.
Therefore, the objective of an Engagement Review is different from the objectives of
a System Review, which is more system oriented and involves determining whether
the system is designed in conformity with applicable professional standards and
whether the firm is complying with its system appropriately.

16:17. Professional standards represent literature, issued by various organizations, that

contain the framework and rules that a CPA firm is expected to follow when performing
accounting work.
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+7%18. The reviewer looks at a sample of the CPA firm’s work, individually called
engagements. The scope of an Engagement Review only covers accounting
engagements; it does not include tax or consulting services. An Engagement Review
consists of reading the financial statements or information submitted by the reviewed
firm and the accountant’s report thereon, together with certain background information
and representations from the firm and, except for certain compilation engagements, the
documentation required by applicable professional standards.

48:19. When the CPA firm receives a report with a peer review rating of pass, the peer
reviewer has concluded that nothing came to his or her attention that the CPA firm’s
work was not performed and reported on in conformity with applicable professional
standards in all material respects. A report with a peer review rating of pass with
deficiencies is issued when the reviewer concludes that nothing came to his or her
attention that the work was not performed and reported on in conformity with
applicable professional standards in all material respects, except in certain situations
that are explained in detail in the report. A report with a peer review rating of fail is
issued when the reviewer concludes that as a result of the situations described in the
report, the work was not performed and/or reported on in conformity with applicable
professional standards in all material respects.

310220, If a deficiency or significant deficiency is industry specific, the report will identify
the industry.

21. The firm is responsible for evaluating actions fo promptly remediate engagements
deemed as not performed or reported in conformity with professional standards, when
appropriate, and for remediating weaknesses in its system of quality control, if any.

20:22. An Engagement Review does not provide the reviewer with a basis for expressing
any assurance as to the firm’s system of quality control for its accounting practice, and
no opinion or any -form of assurance is expressed on that system.

Quality Control Materials Reviews

2423, An organization (hereinafter referred to as provider) may sell or otherwise
distribute quality control materials (QCM or materials) that it has developed to CPA
firms (hereinafter referred to as user firms). QCM may be all or part of a user firm’s
documentation of its system of quality control, and it may include manuals, guides,
programs, checklists, practice aids (forms and questionnaires) and similar materials
intended for use in conjunction with a user firm’s accounting and auditing practice.
User firms rely on QCM to assist them in performing and reporting in conformity with
the professional standards covered by the materials (as described in the preceding
paragraphs).

2224, A QCM review is a study and appraisal by an independent evaluator (known as a
QCM reviewer) of a provider’s materials, as well as the provider’s system of quality
control to develop and maintain the materials (hereinafter referred to as provider’s
system). The QCM reviewer’s objective is to determine whether the provider’s system
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is designed and complied with and whether the materials produced by the provider are
appropriate so that user firms can rely on the materials. The scope of a QCM review
only covers materials related to accounting and auditing engagements under U.S.
professional standards. The scope does not include SEC or PCAOB guidance, nor does
it cover materials for tax or consulting services.

23:25. To plan a QCM review, a QCM reviewer obtains an understanding of (1) the
provider’s QCM, including the industries and professional standards that they cover,
and (2) the design of the provider’s system, including the provider’s policies and
procedures and how it ensures that they are being complied with. The QCM reviewer
assesses the risk levels implicit within different aspects of the provider’s system and
materials. The QCM reviewer obtains this understanding through inquiry of provider
personnel, review of documentation on the provider’s system, and review of the
materials.

24:26. Based on the planning procedures, the QCM reviewer looks at the provider’s QCM,
including the instructions, guidance, and methodology therein. The scope of a QCM
review encompasses those materials which the provider elects to include in the QCM
review report; QCM designed to aid user firms with tax or other non-attest services are
outside of the scope of this type of review. The QCM reviewer will also look at the
provider’s system and will test elements including, but not limited to, requirements
regarding the qualifications of authors and developers, procedures for ensuring that the
QCM are current, procedures for reviewing the technical accuracy of the materials, and
procedures for soliciting feedback from users. The extent of a provider’s policies and
procedures and the manner in which they are implemented will depend upon a variety of
factors, such as the size and organizational structure of the provider and the nature of the
materials provided to users, Variance in individual performance and professional
interpretation affects the degree of compliance with prescribed quality control policies
and procedures. Therefore, adherence to all policies and procedures in every case may
not be possible. The objectives of obtaining an understanding of the provider’s system
and the materials forms the basis for the QCM reviewer’s conclusions in the QCM review
report.

25:27. When a provider receives a QCM review report from an approved QCM reviewer
with a review rating of pass, this means the provider’s system is designed and being
complied with and the materials produced by the provider are appropriate so that user
firms can rely on the QCM to assist them in performing and reporting in conformity
with the professional standards covered by the materials. If a provider receives a QCM
review report with a review rating of pass with deficiencies, this means the provider’s
system is designed and being complied with and the materials produced by the provider
are appropriate so that user firms can rely on the QCM to assist them in performing and
reporting in conformity with the professional standards covered by the materials,
except in certain situations that are explained in detail in the review report. When a
provider receives a report with a review rating of fail, the QCM reviewer has
determined that the provider’s system is not suitably designed or being complied and
the materials produced by the provider are not appropriate, and the reasons why are
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explained in detail in the report.

28. The provider is responsible for evaluating actions to promptly remediate materials not
deemed as reliable aids, when appropriate. and for remediating weaknesses in itg
svstem of quality control. if any. The provider’s response is evaluated to determine if
it is appropriate and whether lack of response is indicative of other weaknesgses in the
providers system of quality control.

26:29. There are inherent limitations in the effectiveness of any system and, therefore,
noncompliance with the system may occur and not be detected. A QCM review is based
on the review of the provider’s system and its materials. It is directed at assessing
whether the provider’s system is designed and complied with and whether the QCM
produced by the provider are appropriate so that user firms have reasonable, not
absolute, assurance that they can rely on the materials to assist them in performing and
reporting in conformity with the professional standards covered by the materials.
Consequently, a QCM review would not necessarily detect all weaknesses in the
providet’s system, all instances of noncompliance with it, or all aspects of the materials
that should not be relied upon. Projection of any evaluation of a system or the materials
to future periods is subject to the risk that the system or materials may become
inadequate because of changes in conditions or because the degree of compliance with
the policies or procedures may deteriorate.

Appendix B

Considerations and Illustrations of Firm Representations

208

——1. The team captain or review captain obtains written representations from management
of the reviewed firm to describe matters significant to the peer review in order to assist in
the planning and performance of and the reporting on the peer review.

occurs, it may result in the referral of the matter for investigation of a possible v10]ataon 18]
the appropriate regulatory, monitoring, and enforcement bodies,

—3. On Svstem Reviews. the written representations should be addressed to the team
ca lam, Bgcause the team captain is c,pncemed with events occurring during the peer
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——4. On Engagement Re"\fi:::v\@E the representations should be addressed to the review
cal taln for le, “T hn Smith, CPA” or on commlttee -a omted review tear

1esoonszbic for and knowledgcablc about, d1rectlv or through othels in the firm, the
matters covercd in the remescntatmns the firm, and its svstem of gquality controi—éeveﬁ

thc team captain or review captﬂlmfewewer should investigate the circumstances and

consider the religbility of the representations made and any effect on the report.

7. in-eennecton—with-Systemand EngagementReviews;The firm is required to make
specific representations, as noted in the text that follows. -shewldrelatetothe-folowing
matters—altheush+The firm is not prohibited from making additional representations;

and the-fism-may tailor the representation letter as it deems appropriate, as long as the
minimum applicable representations are made to the team captain or review captain
(see interpretations).: The team captain or review captain may request additional
representations based on the circumstances and nature of the peer review.

8. As of the date of the representation letter and for the peer review year, the firm should
do the following:
a. Compliance with Rules and Regulations
s Acknowledge responsibility for complying with the rules and regulations of
state boards of accountancy and other regulations
e Confirm. to the best of its knowledge and belief, that there are no known
situations in which the firm or its personnel have not complied with the rules
and regulations of state board(s) of accountancy or_other regulatory bodies,
including applicable {firm and individual licensing requirements in gach state in
which it practices for the vear under review.
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o If there are known situations of noncompliance, the confirmation
should first summarize—Situations—or—a—swmmeary—ef the situation(s)
where management is aware that the firm or its personnel has not
complied with the rules and regulations of state board(s) of accountancy
or other regulatory bodies (including applicable firm and individual
licensing requirements in each state in which it practices for the year
under review) and, if applicable, how the firm has or is addressing and
rectifying situations of noncompliance (see interpretations).  The
confirmation _should be written such that other than the summarized
situation(s), o the best of its knowledge and belief, there are no known
situations in which the firm or its personnel have not complied with the
rules and resulations of state board(s) of accountancy or other
regulatory bodies. including applicable firm and individual licensing
requirements in each state in which it practices for the vear under

review. '

b. Completeness of the eEngagement L. isting
s State the list of engagements provided to the reviewer:

o providedtothe reviewerlncluded all engagements with periods ending
(report date for financial forecasts or projections and agreed upon

proeedures} during the year under review, regaldiess of whether issued

all engagements
Derfonned—wheeher—kssaeé—m under (mvernment Auditing Standards,
audits of emplovee benefit plans, audits performed under FDICIA  audits of

carrying broker-dealers, examinations of service organizations Service
Or anizations Conirol SOC | n 2en ements as applicable

o  Acknowledge that failure to properly include these engagements on the list

could be deemed as failure to cooperate and may resulf in termination from the
Peer Review Program and, if termination occurs, will result in referral of the
matter for investigation of a possible violation to the appropriate regulatoty,
monitoring, and enforcement bodies
For Engagement Reviews, state that the firm does not perform engagements
under the Statements on Auditing Standards (SASs) or Govermment Auditing
Standards, examinations under the Statements on Standards for Attestation
Engagements (SSAFEs), or engagements under the Public Company Accounting
Oversight Board {PCAOB) Standards that are not subject to PCAOB permanent
inspection
¢. Firm Remediation of Nonconforming Engagements, if applicable
¢ Confirm it will remediate nonconforming engagements as stated by the firm on
the Matter For Further Consideration Form, Finding for Further Consideration
Form, or Letter of Response. as applicable.

d._Communications er—sumnmary—of-communications-fFrom regulateryRegulatory,
mentteringMonitoring, or enfercement-Enforcement bedies-Bodies
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emmState that the hrm has discussed B»zs@ubaeﬂs ef—smmﬁcam issues 1r0m

nomtmmg and enforcement bodies (see interpretations), W]th the tegm— captain

or review captain, if applicable,
State that the firm has provided the team captain or review captain with any

other information requested. including communications by regulatory.
monitoring, or enforcement bodies relating to allegations or investigations in
the conduct of its accounting, audit. or attestation engagements performed and
reported on by the firm, whether the matter relates to the firm or its personnel,
within three years preceding the current peer review year-end, if applicable,

Confirm, to the best of its knowledge and belief, that there are no known

restrictions or limitations on the firm’s or its personnel’s ability to practice
public accounting by regulatory, monitoring, or_enforcement bodies within
three years preceding the current peer review year-end OR

e—Include a summary of the Rrestrictions or limitations on the firm’s or its
personnel’s ability to practice public accounting by regulatory, monitoring, or
enforcement bodies within three years preceding the current peer review year-
end.

fe. Qua]ntv Conh ol Matenais

State that it understands the intended ugses and limitations of the quality control

materials it has developed or adopted.
For System Reviews, state that it has tailored and augmented_the materials as

appropriate such that the quality control materials encompass guidance which
is sufficient to assist it in conforming with professional standards (including the
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practice.
e For Engagement Reviews, state it has tailored and augmented the materials as
appropriate such that the quality control materials encompass guidance which
is sufficient to assist it in conforming with professional standards (including the
Statements on Quality Control Standards) applicable to its accounting practice.
gf. Other Representations
e Include ©other representations ebtained—requested by the team captain or
review captain will-dependbased on the circumstances and nature of the peer
review,

Illustration of a Representation Letter That has-Has No Significant Matters to Report to
the Team Captain-erReviewCaptain for a System Review
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(The firm may tailor the language in this illustration and may-refer to attachments to the
letter as long as adequate representations pertaining to the matters previously discussed, as
applicable, are included to the satisfaction of the team captain-esreview-captain.)

October 31, 20XX

To the Team Captain;-erReview-Captain

We are providing this letter in connection with the peer review of [name of firm] as of the
date of this letter and for the year ended June 30, 20XX.

We understand that we are responsible for complying with the rules and regulations of state
boards of accountancy and other regulators. We confirm, to the best of our knowledge and
belief, that there are no known situations in which [name of firm] or its personnel have not
complied with the rules and regulations of state board(s) of accountancy or other regulatory
bodies, including applicable firm and individual licensing requirements in each state in
which it practices for the year under review.

We have alse-provided a list of all engagements to the {fteam captainsresiew—eaptain—or
administeringentity] with periods ending (report date for financial forecasts or projections
and agreed upon procedures) during the year under review, regardless of whether issued-or
net. This list included, but was not limited to, all engagements performed under
Government Auditing Standards, audits of employee benefit plans, audits performed under
FDICIA, audits of carrying broker-dealers, and examinations of service organizations
{Servwe Orgamzatlons Control {[SOCH_I and SOC 2 engagements) as apphcable Feor

cH & &

: . We understand that failure to
properly include these engagemcnts on the list could be deemed as failure to cooperate. We
also understand this may result in termination from the Peer Review Program and, if
termination occurs, will result in referral of the matter for investigation of a possible

violation to the appropriate regulatory, monitoring, and enforcement bodies.te-the-ATCRA

peetiontepertsignificant issues from

reports and communications from regulatory. momtormg and enforcement bodies_with the

fteam captain-orreview eaptain, {if applicabled. We have also provided the fteam captain
or-review—captain] with any other information requested, including communications by

regulatory, monitoring, or enforcement bodies relating to allegations or investigations in
the conduct of its accounting, audit, or attestation engagements performed and reported on
by the firm, whether the matter relates to the firm or its personnel, within three years
preceding the current peer review year-end. We confirm, to the best of our knowledge and
belief, In-additien-that there are no known restrictions or limitations on the firm’s or its
personnel’s ability to practice public accounting by regulatory, monitoring, or enforcement
bodies within three years preceding the current peer review year-end.
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We understand the intended uses and limitations of the quality control materials we have
developed or adopted. We have tailored and augmented the materials as appropriate such
that the quality control materials encompass guidance whieh-that is sufficient to assist us
in conforming with professional standards (including the Statements on Quality Control
Standards) apphcable to our accountmg and audltmg practice in all materlal respccts We

Sincerely,

[Signature(s)’]

Illustration of a Representation Letter That Has Been Tailored for Significant Matters to

Report to the Team Captain a-Matter-of Noncompliance-With-aRegulatory Requirement

for a Svstem Review

(The firm may tailor the language in this illustration and may-refer to attachments to the
letter as long as adequate representations pertaining to the matters previously discussed, as
applicable, are included to the satisfaction of the team captain-erreview-eaptain.)

October 31, 20XX

To the Team Captain:-erReview-GCaptain

We ate providing this letter in connection with the peer review of [name of firm] as of the
date of this letter and for the year ended June 30, 20XX.

We understand that we are responsible for complying with the rules and regulations of state
boards of accountancy and other regulators. Other than the firm not having a practice unit
license during the year under review in one state where the firm practices (which has been
subsequently obtained), we confirm, to the best of our knowledge and belief, that there are
no known situations in which [name of firm] or its personnel have not complied with the
rules and regulations of state board(s) of accountancy or other regulatory bodies, including
applicable firm and individual licensing requirements in each state in which it practices for
the year under review.

We have alse-provided a list of all engagements to the fteam captain;+eview-eaptain, of
administering-entity] with periods ending (report date for financial forecasts or projections
and agreed upon procedures) during the year under review, regardless of whether issued-er
got. This list included, but was not limited to, all engagements performed under
Government Auditing Standards, audits of employee benefit plans, audits performed under
FDICIA, audits of carrying broker-dealers, and examinations of service organizations
(Service Organizations Control ¢{{SOC)-] 1 and SOC 2 engagements), as applicable. Fer

® Members of management as noted in section 3-5 of appendix B, "Considerations and Illustrations of Firm
Representations.”
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properly melude these engagements on the hst could be deemed as failure to cooperate. We
also understand this may result in termination from the Peer Review Program and, if
termination occurs, will result in referral of the matter for investigation of a possible

v;olatlon o the apmom mte regukaiow, momtormg and enforcement bodies. te—tehe—&]—@l%ﬂr

We confirm that we will implement the remedial plans for nonconforming engagements

stated in our response to Finding for Further Consideration Forms 1 and 3.

We have alse—discussed smmhcant issues from reports _and commumcatlons from

have also prowded the fteam captain} with any other information requested mcludmg
communications by regulatory, monitoring, or enforcement bodies relating to allegations
or investigations in the conduct of its accounting, audit, or aftestation engagements
performed and reported on by the firm, whether the matter relates to the firm or its
personnel, within three years preceding the current peer review year-end. bradditions Other
than the single partner restriction to perform employee benefit plans as determined by the

AICPA Professional Ethics Division, we confirm, that to the best of our knowledge and
belief, there are no known restrictions or limitations on the firm’s or its personnel’s ability
to practice public accounting within three years preceding the current peer review year-
end.

We understand the intended uses and limitations of the quality control materials we have
developed or adopted. We have tailored and augmented the materials as appropriate such
that the quality control materials encompass guidance svhieh-that is sufficient to assist us
in conforming with professional standards (including the Statements on Quality Control
Standards) apphcable to our accountmg and auchtmg practxce in all materlal respects %%ée

Sincerely,

[Signature(s) 6]

Hlustration of a Representation Letter That Has No Significant Matters to Report to the

Review Captain for an Engagement Review

The firm mav tailor the lanvuage in this illustration and refer to attachments to the letter
as long as adequate representations pertaining to the matters previously discussed, as
applicable, are included to the satisfaction of the rgview captain.)

& Members of management as noted in section 3-5 of appendix B, "Considerations and [Hustrations of Firm
Representations."
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QOctober 31, 20XX

To the Review Captain:

We are providing this letter in connection with the peer review of [name of firm] as of the
date of this letter and for the vear ended June 30, 20XX.

We understand that we are responsible for complying with the rules and regulations of state
boards of accountancy and other regulators. We confirm, to the best of our knowledge and
belief. that there are no known situations in which [name of firm] or its personnel have not
complied with the rules and regulations of state board(s) of accountancy or other regulatory
bodies, including applicable firm and individual licensing requirements in each state in
which it practices for the year under review,

We have provided a list of all engagements to the review captain with periods ending
(report date for financial forecasts or projections and agreed upon procedures) during the
vear under review. regardless of whether issued, This list included, but was not limited to,
all engagements performed under Government Auditing Standards, audits of employee
benefit plans, audits performed under FDICIA, audiis of carrving broker-dealers. and
examinations of service organizations (Service Organizations Control [SOC] 1 and SOC 2
engagements), as applicable. We understand that failure to properly include these
engagements on the st could be deemed as failure (o cooperate. We also understand this
may result in termination from the Peer Review Program and, if termination occurs, will
result in referral of the matter for investigation of a possible violation to the appropriate
regulatory, monitoring, and enforcement bodies. The firm dogs not perform engagements
under the Statements on Auditine Standards (SASs) or Government Auditing Standards,
examinations under the Statements on Standards for Atiestation Engagements (SSAEs), or
engagements under the Public Company Accounting Oversight Board (PCAOR) Standards
that are not subject to permanent inspection by the PCAOB,

We have discussed significant issues from reports and communications from regulator
monitoring and enforcement bodies with the review captain, if applicable. We have alsg
provided the review captain _with__any other information requested. including
communications by regulatory. monitoring. or enforcement bodies relating to allegations
or investigations in the conduct of its accounting, audit, or afttestation engagements
performed and reported on by the firm. whether the matter relates to the firm or its
personnel, within three years preceding the current peer review year-end. We confirm, that
to the best of our knowledge and belief, there are no known restrictions or limitations on
the firm’s or its personnel’s ability to practice public accounting by regulatory, monitoring
or enforcement bodies within three vears preceding the current peer review year-end.

We understand the intended uses and limitations of the quality control materials we have
developed or adopted. We have tailored and augmented the materials as appropriate such
that the quality control materials encompass guidance that is sufficient to assist us in
conforming with professional standards (including the Statements on Quality Control
Standards) applicable to our accounting practice in all material respects.
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Sincerely,
[Signature(s)’

Hlustration of a Representation Letter That Has Been Tailored for Significant
Matters to Report to the Review Captain for an Engagement Review

{The firm mav tailor the lansuage in this illustration and refer to attachments to the letter

as long as adequate representations pertaining to the matters previously discussed. as
licable, are included to the satisfaction of the review captain.

October 31, 20X X

To the Review Captain:

We are providing this letter in connection with the peer review of [name of firm] as of the
date of this letter and for the vear ended Juneg 30, 20XX,

We understand that we are responsible for complying with the rules and regulations of state
boards of accountancy and other regulators. Other than the firm not having a practice unit
license during the vear under review in one state where the firm practices (which has been
subsequently obtained). we confirm. to the best of cur knowledge and belief, that there are
no known situations in which [name of firm] or its personnel have not complied with the
rules and regulations of state board(s) of accountancy or othet regulatory bodies. including
applicable firm and individual licensing requirements in each state in which it practices for
the vear under review.

We have provided a list of all engagements to the review captain with periods ending
(report date for financial forecasts or projections and agreed upon procedures) during the
vear under review, regardless of whether issued. This list included, but was not limited to
all engagements performed under Government Auditing Standards, audits of employee
benefit plans, audits performed under FDICIA, audits of carrying broker-dealeis, and
examinations of service organizations (Service Organizations Control [SOC] 1 and SOC 2
engagements), as applicable. We understand that failure to properly include these
engagements on the list could be deemed as failure to cooperate. We also understand this
mavy result in termination from the Peer Review Program and. if termination occurs, will
result in referral of the matter for investigation of a possible violation to the appropriate
regulatory, monitoring, and enforcement bodies, The firm does not perform engagements
under the Statements on Auditing Standards (SASs) or Government Auditing Standards.
examinations under the Statements on Standards for Attestation Engagements {SSAEs). or
engagements under the Public Company Accounting Oversight Board (PCAOB) Standards
that dre not subject to permanent inspection by the PCAOB.

" Members of management as noted in section 5 of appendix B, "Considerations and Illustrations of Firm
Representations."
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We confirm that we will implement the remedial plans for nonconforming engagements
stated in our letter of response to the peer review report.

We have discussed significant issues from reporis and conununications from regulatory,

monitoring and enforcement bodies with the review captain, if applicable. We have also
provided the review captain with any other information requested. including

communications by regulatory, monitoring. or enforcement bodies relating to allegations
or investigations in the conduct of its accounting, audit, or attestation engagements

performed and reported on by the firm, whether the matter relates to the firm or_its
personnel, within three vears preceding the current peer review vear-end, Other than the
single partner restriction to perform reviews under Statements on Standards for Accounting
and Review Services (SSARS) as determined by the AICPA Professional Ethics Division,
we confirm, that to the best of our knowledge and belief, there are no known restrictions
or limitations on the firm’s or its personnel’s ability to practice public accounting within
three vears preceding the current peer review year-end.

We understand the intended uses and limitations of the quality control materials we have
developed or adopted. We have tailored and augmented the materials as appropriate such
that the quality control materials encompass guidance that is sufficient to assist us in
conforming with professional standards (including the Statements on Quality Control
Standards) applicable to our accounting and auditing practice in all materia] respects.

Sincerely.

[Signature(s)*]

Appendix C

Illustration of a Report With a Peer Review Rating of Pass in a System Review

209
[Firm letterhead for a firm-on-firm review, team captain’s firm letterhead for an
association formed review team.]

System-Review-ReportReport on the Firm’s System of Quality Control

October 31, 20XX

¥ Members of management as noted in section 5 of appendix B, "Considerations and IHustrations of Firm

Representations,”
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To the Partners of [or other appropriate terminology] XYZ & Co. and the Peer Review
Committee of the [insert the name of the applicable administering entity]’

We!®have reviewed the system of quality control for the accounting and auditing practice
of XYZ & Co. (the firm)'!in effect for the year ended June 30, 20XX. Our peer review
was conducted in accordance with the Standards for Performing and Reporting on Peer
Reviews established by the Peer Review Board of the American Institute of Certified
Public Accountants (Standards).

A summary of the tThe nature, objectives, scope, limitations of, and the procedures
performed in_a_System Review areas_described in the sStandards may be found at

www.aicpa.ore/prsummary.  The summary also includes an explanation of how
engasements identified as not performed or reported in conformity with applicable
professional standards, if any. are evaluated by a peer reviewer to determine a peer review

rating.

Firm’s Responsibility

The firm is responsible for designing a system of quality contrel and complying with it to
provide the firm with reasonable assurance of performing and reporting in conformity with
applicable professional standards in all material respects. The firm is also responsible for
evaluating actions to promptly remediate engagements deemed as not performed or
reported in conformity with professional standards, when appropriate, and for remediating
weaknesses in its system of guality control, if any.

Peer Reviewer’s Responsibility

Qur responsibility is to express an opinion on the design of the system of quahty control
and the firm’s compliance therewith based on our review.

9 The report of a firm whose review is administered by the Nationa! Peer Review Committee should be addressed as
follows: To the Partners of [or appropriate terminclogy] XYZ & Co. and the National Peer Review Committee.

10 The report should use the plural we, us, and our even if the review team consists of only one person. The singular
I, me, and my are appropriate only if the reviewed firm has engaged another firm to perform its review and the

reviewing firm is a sole practitioner.

' The report of a firm who is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection.”
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Required Selections and Considerations

As-reauired-by-thestandards—eEngagements sclected for review included (engagements
performed under Government Auditing Standards; audits of employee benefit plans, audits
performed under FDICIA, audits of carrying broker-dealers, and examinations of service
organizations [Service Organizations Control (SOC) 1 and SOC 2 engagements].) 12

As a part of our peer review. we considered reviews by regulatory entities as communicated

Opinion

In our opinion, the system of quality control for the accounting and auditing practice of
XYZ & Co."%in effect for the year ended June 30, 20XX, has been suitably designed and
complied with to provide the firm with reasonable assurance of performing and reporting
in conformity with applicable professional standards in all material respects. Firms can
receive a rating of pass, pass with deficiency(ies) or fuil. XYZ & Co. has received a peer
review rating of pass.

Smith, Jones and Associates

[Name of team captain’s firm]

12 If the firm performs audits of employee benefit plans, engagements performed under Government Auditing
Standards, audits of depository institutions with total assets of $500 million or greater at the beginning of its fiscal
year, audits of carrying broker-dealers, examinations of service organizations (Service Organization Control [SOC]
1 and SOC 2), or other engagements required to be selected by the board in interpretations, the engagement type(s)
selected for review should be identified in the report using this paragraph, tailored as applicable. For SOC
engagements, the paragraph should be tailored to reflect the type(s) selected for review. The paragraph should be
tailored to indicate if single or multiple engagements were selected for review (for example. an audit versus audits).
If the firm does not perform such engagements, this paragraph is not applicable and not included in the report.

18 The report of a firm who is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection.”
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Appendix D

Illustration of a Report With a Peer Review Rating of Pass (With a Scope
Limitation} in a System Review

210
Limitation on Scope of Review

A report with a scope limitation should be issued when the scope of the review is limited
by conditions (including those discussed in the standards) that preclude the application of
one or more peer review procedure(s) considered necessary in the circumstances and the
review team cannot accomplish the objectives of those procedures through alternate
procedures. For example, a review team may be able to apply appropriate alternate
procedures if one or more engagements have been excluded from the scope of the review.
Ordinarily, however, the team would be unable to apply alternate procedures if the firm’s
only engagement in an industry that must be selected is unavailable for review and there
isn’t an earlier issued engagement that may be able to replace it, or when a significant
portion of the firm’s accounting and auditing practice during the year reviewed had been
divested before the review began (see interpretation). A scope limitation may be included
in a report with a peer review rating of pass, pass with deficiency(ies) or fail. In this
example, the scope limitation was included in a report with a peer review rating of pass.

[Firm letterhead for a firm-on-firm review; team captain’s firm letterhead for an
association formed review feam.]

SystemReviewReportReport on the Firm’s System of Quality Control

QOctober 31, 20XX

To the Partners of [or other appropriate terminology] XYZ & Co. and the Peer Review
Committee of the [insert the name of the applicable administering entity]"

We!S have reviewed the system of quality control for the accounting and auditing practice
of XYZ & Co. (the firm)'¢ in effect for the year ended June 30, 20XX. Our peer review
was conducted in accordance with the Standards for Performing and Reporting on Peer

1 The report of a firm whose review is administered by the National Peer Review Committee should be addressed as
follows: To the Partners of [or appropriate terminology] XYZ & Co. and the National Peer Review Committee.

15 The report should use the plural we, us, and our even if the review team consists of only one person. The singular
I, me, and my are appropriate only if the reviewed firm has engaged another firm to perform its review and the

reviewing firm is a sole practitioner.

16 The report of a firm who is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection.”
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Reviews established by the Peer Review Board of the American Institute of Certified
Public Accountants (Standards).

The nature, objectives, scope, limitations of, and the procedures performed in a System

eview are described in the sStandards at www.aicpa.org/prsummary. The summary also
includes an explanation of how engagements identified as not performed or reported in
conformity with applicable professional standards, if any, are evaluated by a peer reviewer

to determine a peer review rating.

Firm's Responsibility

The firm is responsible for designing a system of quality control and complying with it to
provide the firm with reasonable assurance of performing and reporting in conformity with
applicable professional standards in all material respects. The firm is also responsible for
evaluating actions to_promptly remediate engagements deemed as not performed or
reported in conformity with professional standards, when appropriate, and for remediating
weaknesses in its system of quality control, if any.

Peer Reviewer’s Responsibility

Required Selections and Considerations

As-required-by-the-standards—eEngagements selected for review included (engagements
performed under Government Auditing Standards; audits of employee benefit plans, audits
performed under FDICIA, audits of carrying broker-dealers, and examinations of service
organizations [Service Organizations Control (SOC) 1 and SOC 2 engagements]). 17

17 If the firm performs audits of employee benefit plans, engagements performed under Government Auditing
Standards, audits of depository institutions with total assets of $500 million or greater at the beginning of its fiscal
year, audits of carrying broker-dealers, examinations of service organizations (Service Organization Control [SOC]
1 and SOC 2) or other engagements required to be selected by the board in interpretations, the engagement type(s)
selected for review should be identified in the report using this paragraph, tailored as applicable. For SOC
engagements, the paragraph should be tailored to reflect the type(s) selected for review. The paragraph should be
tailored to indicate if single or multiple engagements were selected for review (for example, an audit versus audits),
If the firm does not perform such engagements, this paragraph is not applicable and not inciuded in the report.
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Scope Limitation'

In performing our review, the firm notified us that we would be unable to review the
engagements performed by one of its former partners who left the firm during the peer
review year. Accordingly, we were unable to include in our engagement selection any of
the divested engagements. That partner’s responsibility was concentrated in the
construction industry. The engagements excluded from our engagement selection process
included audit engagements and comprised approximately 15 percent of the firm’s audit
and accounting practice during the peer review year.

In our opinion, except for any deficiencies or significant deficiencies that might have come
to our attention had we been able to review divested engagements, as previously described,
the system of quality control for the accounting and auditing practice of XYZ & Co."in
effect for the year ended June 30, 20XX, has been suitably designed and complied with to
provide the firm with reasonable assurance of performing and reporting in conformity with
applicable professional standards in all material respects, Firms can receive a rating of pass,
pass with deficiency(ies) ot fail. XYZ. & Co, has received a peer review rating of pass (with
a scope limitation).

Smith, Jones and Associates

[Name of team captain’s firm]

Appendix E

Ilustration of a Report With a Peer Review Rating of Pass With Deficiencies in
a System Review

211

18 The scope limitation provided is an example provided for illustrative purposes only.

19 The report of a firm who is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection.”
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The deficiencies and—related—recommendations—provided are examples provided—for
illustrative purposes only. Any one or more of the deficiencies, based on the relative
importance of the deficiency to the system of quality control as a whole, could result in a
report with a peer review rating of pass with deficiencies or fail,

[Firm letterhead for a firm-on-firm review; team captain’s firm letterhead for an
association formed review team.]

System-Review ReportReport on the Firm’s System of Quality Control

August 31, 20XX

To the Partners of [or other appropriate terminology] XYZ & Co. and the Peer Review
Committee of the [insert the name of the applicable administering entity]?

We?' have reviewed the system of quality control for the accounting and auditing practice
of XYZ & Co. (the firm)? in effect for the year ended June 30, 20XX. Our peer review
was conducted in accordance with the Standards for Performing and Reporting on Peer
Reviews established by the Peer Review Board of the American Institute of Certified
Public Accountants {Standards).

A summary of Fthe nature, objectives, scope, limitations of, and the procedures performed
in a System Review areas described in the sStandards may be found at
www.aicpa.org/prsummary.  The summary also _includes an _explanation of how
engagements identified as not performed or reported in conformity with applicable

professional standards, if any, are evaluated by a peer reviewer to determine a peer review

rating.

Firm's Responsibility

The firm is responsible for designing a system of quality control and complying with it to
provide the firm with reasonable assurance of performing and reporting in conformity with
applicable professional standards in all material respects. The firm is also responsible for
evaluating actions to promptly remediate engagements deemed as not performed or

™ The report of a firm whose review is administered by the National Peer Review Committee should be addressed as
follows: To the Partners of [or appropriate terminology] XYZ & Co. and the National Peer Review Committee.

2 The report should use the plural we, us, and our even if the review team consists of only one person. The singular
I, me, and my are appropriate only if the reviewed firm has engaged another firm to perform its review and the
reviewing firm is a sole practitioner.

22 The report of a firm who is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection,”
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reported in conformity with professional standards, when appropriate. and for remediating
weaknesses in its system of quality control, if any.

Peer Reviewer’s Responsibility

Required Selections and Considerations

: : rdards—eEngagements selected for review included (engagements
performed under Government Auditing Standards; audits of employee benefit plans, audits
performed under FDICIA, audits of carrying broker-dealers, and examinations of service
organizations [Service Organizations Control (SOC) 1 and SOC 2 engagements]).?

As a part of our peer review, we considered reviews by regulatory entities as communicated

by the firm. if applicable, in determinin

Deficiencies? Identified in the Firm’s System of Quality Control

We noted the following deficiencies® during our review:

# If the firm performs audits of employee benefit plans, engagements performed under Government Auditing
Standards, audits of depository institutions with total assets of $500 million or greater at the beginning of its fiscal
year, audits of carrying broker-dealers, examinations of service organizations {Service Organization Control [SOC]
1 and SOC 2) or other engagements required to be selected by the board in interpretations, the engagement type(s)
selected for review should be identified in the report using this paragraph, tailored as applicable. For SOC
engagements, the paragraph should be tailored to reflect the type(s} selected for review. The paragraph should be
tailored to indicate if single or multiple engagements were selected for review {for example. an audit versus audits).

If the firm does not perform such engagements, this paragraph is not applicable and not included in the report.

24 ghould be tajlored to indicate a single deficiency, when applicable.

5 The deficiencies provided are examples for illustrative purposes only.
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The firm’s quality control policies and procedures addressing continuing
nrofessional education (CPE) are not sufficient to provide reasonable assurance that
its personnel will have the competence necessary to perform engagements in
accordance with professional and regulatory requirements. Although the firm’s
policies require that personnel attain a minimum of 40 hours of CPE courses
annually and comply with CPE requirements of the applicable external bodies, it
lacks appropriate procedures to determine whether the personnel are in compliance
with these requirements. During our review, we noted several personnel who did
not comply with CPE requirements of Government Auditing Standards. In our
opinion, this contributed to audit engagements performed under Government
Auditing Standards that did not conform to professional standards in all material

respects.

. Deficieney—_Certain_of Fthe firm’s quality control policies and procedures

reearding engagement performance have not been suitably designed or complied
with to provide reasonable assurance that audit engagements are consistently
performed in accordance with professional standards. More specifically. we noted
financial statements were missing several significant disclosures specific {o the
construction industry as required by generally accepted accounting principles. In
our opinion, this contributed to audit engagements in the construction industry that
did not conform to professional standards in all material respects. reguive-that
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Opinion

In our opinion, except for the deficiencies previously described, the system of quality
control for the accounting and auditing practice of XYZ & Co.% in effect for the year ended
June 30, 20XX, has been suitably designed and complied with to provide the firm with
reasonable assurance of performing and reporting in conformity with applicable
professional standards in all material respects. Firms can receive a rating of pass, pass with
deficiency(ies), or fail. XYZ & Co has received a peer review rating of pass with
deficiencies.

Smith, Jones and Associates

[Name of team captain’s firm]

Appendix F

Illustration of a Response by a Reviewed Firm to a Report With a Peer Review
Rating of Pass With Deficiencies in a System Review

212

The purpose of a letter of response is to describe the actions the firm has taken or will take,
including the timing of the planned actions, to prevent a recurrence of each deficiency
discussed in the report. If the reviewed firm disagrees with one or more of the deficiencies

orrecommendations-in the report, the reviewed firm should contact the administering entity
for assistance, H-the-firm-stith-ehs s-aftercontacting the-administeringentity-the firm’

Sreme - =5

£ —For more information related
to disagreements, see paragraph .93 of the standards. The letter of response should be
carefully prepared because of the important bearing it may have on the decisions reached
in connection with acceptance of the report on the review (see paragraphs .136-.140,

% The report of a firm who is requited to be registered with and inspected by the PCAOB should be tailored here to
add “applicable to engagements not subject to PCAOB permanent inspection.”
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“Accepting System and Engagement Reviews™) and should be tailored to address the firm’s
remediation plans for the deficiencies described in its peer review report. The letter of
response should be submitted to the team captain for review and comment prior to the firm

submitting-the respense-to-the-administering-entityexit conference.

[Reviewed firm s letterhead)

September2August 31, 20XX

[Addressed to the peer review commiltee of the administering entity”’

Ladies and Gentlemen:

This letter represents our?® response to the report issued in connection with the peer review
of the firm’s system of quality control for the accounting and auditing practice in effect for
the year ended June 30, 20XX. The eerreetive-remedial actions discussed in this letter will
be monitored to cnsure that they are effectively implemented as part of our system of
quality control.

213 The firm sfse-modified its quality control policies and procedures to include
monitoring of firm personnel’s compliance with regulatory and organization

membership requirements. The importance of meeting these CPE requirements
was discussed in a recent training session held in connection with a recent firm wide
staflf meeting. Additionally. the training session included sufficient Yellow Book
CPE such that all firm personnel have met the regulatory requirements. The impact
to the Yellow Book audits for failure to take sufficient CPE timely_is currently
being discussed with the Government Accountability Office (GAQO) and the firm
will remediate as necessary based on that discussion.place-a-greater-emphasis-on

1Yy 13 ek B XA et a ) a1 111
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21 The response of a firm whose review is administered by the National Peer Review Committee should be addressed
as follows: To the National Peer Review Committee.

28 The response should use the singular I, me, and my only when the reviewed firm is a sole practitioner.

o e oo ey e ACOONC O A Hs-aR st e rons

’ @ , ’ Be 5
% The numbering of responses, to coincide with the nymbered comments in the report is optignal.
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32. In addition, at that training session, the importance of proper use of the firm’s
reporting and disclosure checklists appropriate to the industry of the engagement
being performed was discussed. We discussed the proper resolution of points or
topics unfamiliar to the individual completing the checklist or those reviewing its
completion. The firm’s CPE plan for partners and managers now includes annual
updates on industry specific disclosure issues._The audit reports associated with
these engacements have been recalled and will be reissued after the significant
disclosures are added to the financial statements.

As-previeush-mentionedtThese eorreetive-remedial actions will also be emphasized in
our monitoring procedures and internal inspection.

We believe these actions are responsive to the findings of the review.
Sincerely,

[Name of Firm]*!

Appendix G

ustration of a Report With a Peer Review Rating of Pass With Deficiencies
(With a Scope Limitation) in a System Review

213

The deficiencies and—related—recommendations—provided are cxamples provided—for
illustrative purposes only. Any one or more of the deficiencies, based on the relative
importance of the deficiency to the system of quality control as a whole, could result in a
report with a peer review rating of pass with deficiencies or fail.

Limitation on Scope of Review

A report with a scope limitation should be issued when the scope of the review is limited
by conditions (including those discussed in the standards) that preclude the application of
one or more peer review procedure(s) considered necessary in the circumstances and the
review team cannot accomplish the objectives of those procedures through alternate
procedures, For example, a review team may be able to apply appropriate alternate
procedures if one or more engagements have been excluded from the scope of the review.
Ordinarily, however, the team would be unable to apply alternate procedures if the firm’s
only engagement in an industry that must be selected is unavailable for review and there

# Signed by an authorized partner of the firm.
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isn’t an earlier issued engagement that may be able to replace it, or when a significant
portion of the firm’s accounting and auditing practice during the year reviewed had been
divested before the review began (see interpretation). A scope limitation may be included
in a report with a peer review rating of pass, pass with deficiency(ies), or fail. In this
example, the scope limitation was included in a report with a peer review rating of pass
with deficiencies, where one of the deficiencies related to the circumstances of the scope
limitation,

[Firm letterhead for a firm-on-firm review, team captain’s firm leiterhead for an
association formed review feam.}

System-ReviewReportReport on the Firm’s System of Quality Control
October 31, 20XX

To the Partners of [or other appropriate terminology] XYZ & Co. and the Peer Review
Committee of the [insert the name of the applicable administering entity|*

We? have reviewed the system of quality control for the accounting and auditing practice
of XYZ & Co. (the firm)3 in effect for the year ended June 30, 20XX. Except as
subsequently described, our peer review was conducted in accordance with the Standards
for Performing and Reporting on Peer Reviews established by the Peer Review Board of
the American Institute of Certified Public Accountants_ (Standards).

A summary of Fthe nature, obiectives, scope, limitations of, and the procedures performed
in a_ Svstem Review areas described in the sStandards may be found at
www.aicpa.org/prsummary.  The summary also includes an explanation of how
engagements identified as not performed or reported in conformity with applicable
professional standards, if any, ar¢ evaluated by a peer reviewer to determine a peer review

rating.

32 The report of a firm whose review is administered by the National Peer Review Committee should be addressed as
follows: To the Partners of [or appropriate terminology] XYZ & Co. and the National Peer Review Committee

3 The report should use the plural we, s, and our even if the review team consists of only one person. The singular
I, me, and my are appropriate only if the reviewed firm has engaged another firm to perform its review and the
reviewing firm is a sole practitioner.

34 The report of a firm who is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection.”
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Firm’s Responsibility

The firm is responsible for designing a system of quality control and complying with it to
provide the firm with reasonable assurance of performing and reporting in conformity with
applicable professional standards in all material respects. The firm is also responsible for
evaluating actions to promptly remediate engagements deemed as not performed or
reported in conformity with professional standards, when appropriate, and for remediating
weaknesses in its system of quality control, if any.

Peer Reviewer’s Responsibility

Our responsibility is to express an opinion on the design of the system of quality control

Required Selections and Considerations

-ds—eEngagements selected for review included (audits of
employee benefit plans, audits performed under FDICIA, audits of carrying broker-dealers,
and examinations of service organizations [Service Organizations Control (SOC) 1 and
SOC 2 engagements]).”

As a part of our peer review, we considered reviews bv regulatory entities as communicated
by the firm. if applicable, in determining the nature and extent of our progedures.

Deficiencies?® Identified in the Firm’s System of Quality Control

We noted the following deficiencies® during our review:

3 If the firm performs audits of employee benefit plans, engagements performed under Government Auditing
Standards, audits of depository institutions with total assets of $500 million or greater at the beginning of its fiscal
year, audits of carrying broker-dealers, examinations of service organizations {Service Organization Control [SOC]
1 and SOC 2) or other engagements required to be selected by the board in interpretations, the engagement type(s)
selected for review should be identified in the report using this paragraph, tailored as applicable. For SOC
engagements, the paragraph should be tailored to reflect the type(s) selected for review. The paragraph should be
tailored to indicate if single or multiple engagements were selected for review (for example, an audit versus audits).

Tf the firm does not perform such engagements, this paragraph is not applicable and not included in the report.

36 Should be tailored to indicate a single deficiency, when applicable.

37 The deficiencies provided are examples for illustrative purposes only.
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Certain of thc firm’s quahtv contlol pohues and mocedures addiessang hU]TIdﬂ
resources have not been suitably designed or complied with to provide reasonable
assurance that its personnel will have the capabilities necessary to perform
engagements in accordance with professional standards. Although the firm’s
policies require that candidates meet certain qualifications and its procedures
require obtaining relevant supporting documentation. we noted several instances in
which the files for personnel hired through methods other than the firm’s college
campus recruiting program did not contain gvidence that the individual met the
firm’s stated qualifications. Upon further investigation by the firm, it was noted that
these individuals did not actually meet the firm’s stated qualifications for hire. 1n
our opinion, this contributed to engagements that did not conform to professional
standards in all material respects.

2. Deficieney— Certain _of the firm’s quality control policies and procedures
regarding engagement performance have not been suitably designed or complied
with to provide reasonable assurance that audit engagements are consistently
performed in accordance w1th dpphcab]e 1eu1iat0rv requlrements As—psev%eas%y
noted in the following text, :

would-bewe were unable to select #s-the firm’s only audlt subject to Government
Auditing Standards (Yellow Book). As a result, the firm was not in compliance
with the Yellow Book peer review engagement selection requirements.

Scope Limitation

In pecforming our review, the firm notified us that we would be unable to select its on
audit_subiject to Government Auditing Standards (Yellow Book). As a result. we were
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unable to review all of the types of engagements required to be selected by the standards

tablished by the Peer Review Board of the AICPA

Opinion

In our opinion, except for the effects of the deficiency previously deseribed and any
additional deficiencies or significant deficiencies that might have come to our attention had
we been able to review the engagement as previously described, the system of quality
contro! for the accounting and auditing practice of XYZ & Co.” in effect for the year ended
June 30, 20XX, has been suitably designed and complied with to provide the firm with
reasonable assurance of performing and reporting in conformity with applicable
professional standards in all material respects. Firms can receive a rating of pass, pass with
deficiency(ies), or fail. XYZ & Co has received a peer review rating of pass with
deficiencies (with a scope limitation).

Smith, Jones and Associates

[Name of team captain’s firm]

Appendix H

Ilustration of a Response by a Reviewed Firm to a Report With a Peer Review
Rating of Pass With Deficiencies (With a Scope Limitation) in a System Review
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The purpose of a letter of response is to describe the actions the firm has taken or will take,
including the timing of the planned actions, to prevent a recurrence of each deficiency
discussed in the report, If the reviewed firm disagrees with one or more of the deficiencies
otrecommendations-in the report, the reviewed firm should contact the administering entity
for assistance. Hthe-i H-disagr == 2 inistert 8 e

' e+ ' £ or more information related
to disagreements, see paragraph .93 of the standards. The letter of response should be
carefully prepared because of the important bearing it may have on the decisions reached
in connection with acceptance of the report on the review (see paragraphs .136-.140,
“Accepting System and Engagement Reviews”) and should be tailored to address the firm’s
remediation plans for the deficiencies described in its peer review report, The letter of

¥ The report of a firm who is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection.”
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response should be submitted to the team captain for review and comment prior to the £

submitting-therespense-to-the-administering-entityexit conference.

[Reviewed firm's letterhead)

Nevember-October 3031, 20XX
[Addressed to the peer review commitiee of the administering entity]®
Ladies and Gentlemen:

This letter represents our®! response to the report issued in connection with the peer review
of the firm’s system of quality control for the accounting and auditing practice in effect for
the year ended June 30, 20XX.

1.2 The firm created a checklist to assist human resources in verifying the firm's

stated personnel qualifications are met prior to being hired and alse modified its
quality control policies and procedures to require inclusion of that checklist in the
employee’s personnel record. This remedial action will be monitored to ensurg that
it is effectively implemented as part of our system of quality control. To determine
the extent of the necessary remediation, we have contacted our attorney and clients
and will remediate as necessary based on those discussions and in conformity with
AU-C section 585, Consideration of Omitted Procedures After the Report Release

Dare (AIC,PA meemona! .Smndards) mee—w@e&mf—emphasﬂ—eﬂ—paﬁﬂef

2. Due to circumstances that we deemed appropriate, we notified the peer reviewer
that he would be unable to select our only audit subject to Government Auditing
Standards in the peer review. This was an initial engagement and an engagement
performed under Government Auditing Standards, m%he—eﬁh;—gevefmﬁeﬂ%&l—&ﬂd%
;he«hpm—has—peﬂefmed— $0 there were no prev1ous audlts for the reviewer to select.

a4 i +y—We have
con51dered the consequences of noncomphance related to this matter._ We
understand that until our firm’s most recently completed peer review_includes
selection of an engagement performed under Government Auditing Standards our

1 The response of a firm whose review is administered by the National Peer Review Committec should be addressed
as follows: To the Nationa! Peer Review Committee.

41 The response should use the singular 7, me, and my only when the reviewed firm is a sole practitioner.

42 The numbering of responses, to coincide with the numbered comments in the report, is optional.
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audit reports for such engagements will need to include an exception regarding out
lack of compliance with peer review requirements.

Sincerely,

[Name of Firm]*

Appendix 1

Ilustration of a Report With a Peer Review Rating of Fail in a System Review

215

The deficiencies and-related—recommendations—provided are examples provided—for
illustrative purposes only. Any one or more of the deficiencies, based on the relative
importance of the deficiency to the system of quality control as a whole, could result in a
report with a peer review rating of pass with deficiencies or fail.

[Firm letterhead for a firm-on-firm review; team captain’s firm letterhead for an
association formed review team.)

System-Review ReportReport on the Firm’s System of Quality Control
October 31, 20XX

To the Partners of [or other appropriate terminology] XYZ & Co. and the Peer Review
Committee of the [insert the name of the applicable administering entity]*

We* have reviewed the system of quality control for the accounting and auditing practice
of XYZ & Co. (the firm)*® in effect for the year ended June 30, 20XX. Our peer review
was conducted in accordance with the Standards for Performing and Reporting on Peer
Reviews established by the Peer Review Board of the American Institute of Certified
Public Accountants (Standards).

# Sipned by an authorized partner of the firm,
“ The report of a firm whose review is administered by the National Peer Review Committee should be addressed as
follows: To the Partners of [or appropriate terminology] XYZ & Co. and the National Peer Review Commitiee.

% The report should use the plural we, us, and our even if the review team consists of only one person. The singular
I, me, and my are appropriate only if the reviewed firm has engaged another firm to perform its review and the
reviewing firm is a sole practitioner.

4 The report of a firm who is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection.”
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A summary of Fthe nature, objectives, scope, limitations of, and the procedures performed

in a System  Review areas described in the sStandards may be found at
www.aicpa.org/prsummary. _ The summary also includes an explanation of how

engacements identified as not performed or reported in conformity with applicable
professional standards, if any, are evaluated by a peer reviewer to determing a peer review

rating.

Firm’s Respounsibility

The firm is responsible for designing a system of quality control and complying with it to
provide the firm with reasonable assurance of performing and reporting in conformity with
applicable professional standards in all material respects. “The firm is also responsible for
evaluating actions to promptly remediate engagements deemed as not performed or
reported in conformity with professional standards, when appropriate, and for remediating
weaknesses in its system of quality control. if any.

Peer Reviewer’s Responsibility

Our respon31b111ty is to express an opinion on the des1gn of the system of quallty control

Required Selections and Considerations

As-required-bythe standards;eEngagements selected for review included (engagements

performed under Government Auditing Standards; audits of employee benefit plans, audits
performed under FDICIA, audits of carrying broker-dealers, and examinations of service
organizations [Service Organizations Control (SOC) 1 and SOC 2 engagements]). 47

As a part of our peer review, we considered reviews by regulatory entities as communicated
by the firm, if applicable, in determining the nature and extent of our procedures.

17 If the firm performs audits of employee benefit plans, engagements performed under Government Auditing
Standards, audits of depository institutions with total assets of $500 million or greater at the beginning of its fiscal
year, audits of carrying broker-dealers, examinations or service organizations (Service Organization Control [SOC]
1 and SOC 2) or other engagements required to be selected by the board in interpretations, the engagement type(s)
selected for review should be identified in the report using this paragraph, tailored as applicable. For SOC
engagements, the paragraph should be tailored to reflect the type(s) selected for review. The paragraph should be
tailored to indicate if sinele or multiple engagements were selected for review (for example, an audit versus audits).
If the firm does not perform such engagements, this paragraph is not applicable and not included in the report.
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Significant Deficiencies* Identified in the Firm’s System of Quality Control

We noted the following significant deficiencies* during our review:

firm’s quality control policies and procedures do not provide reasonable assurance
that the firm will comply with applicable professional standards and will issue
reports that_are appropriate in the circumstances. as a result of the following
significant deficiencies;

o The firm lacks policies and procedures addressing new engagement acceptance
to only undertake engagements for which it has the capabilities, resources, and
professional competence (o complete in accordance with applicable
professional standards.

s The firm lacks policies and procedures addressing continuing professional
education (CPE) to require its personnel to obtain relevant fraining fo prepare
for engagements in new industries or service areas.

e Firm leadership has not implemented policies and procedures to provide clear,
consistent, and frequent actions and messages from all levels of the firm’s
management that emphasize the firm’s commitment to quality.

In our opinion. the significant deficiencies described previously contributed to an
employee benefit plan audit that did not conform to professional standards in all
material respects. During our review, we discovered that the firm had undertaken
an employee benefit plan audit without performing appropriate acceptance
procedures, including the engagement partner obtaining relevant CPE or otherwise
obtaining sufficient knowledge to conduct the audit.

48 Chould be tailored to indicate 2 single significant deficiency. when applicable,

4 When considered together, the deficiencies rise to the level of significant deficiencies._The significant
deficiencies provided are examples for iflustrative purposes only,
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eperts: The firm’s quality control policies and procedures addressing continuing
professional education (CPE) are not sufficient to provide reasonable assurance that
its personnel will have the competence necessary to perform engagements in
accordance with professional and regulatory requirements. The courses taken by
firm personnel did not provide them with sufficient information about current
developments in accounting and auditing matters. In our opinion. this led to firm
personnel being unable to appropriately address recent pronouncements and new
disclosure requirements: and failure to consider new auditing standards and other
required communications. This contributed to audit engagements performed under
Government Auditing Standards, and audits in other industries that did not conform
to professional standards in all material respects.

anils formed-thetesting-and-documented-itspre edures- The
firm’s quality control policies and procedures regarding monitoring do not provide
it with reasonable assurance that the policies and procedures relating to the system
of quality control are relevant, adequate, and operating effectively. The firm’s

guality control policies and procedures do not:

¢ Include an ongoing consideration and evaluation of the firm’s system of quality
control, including inspection or _a periodic review of engagement
documentation. reports. and clients’ financial statements for a selection of

completed engagements

e Require responsibility for the monitoring progess to be assigned to a partner or
partners or other persons with sufficient and appropriate experience and
authority in the firm to assume that responsibility

e Assien the performance of monitoring the firm’s system of quality control to
qualified individuals
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Opinion

In our opinion, as a result of the significant deficiencies previously described, the system
of quality control for the accounting and auditing practice of XYZ & Co.* in effect for the
year ended June 30, 20XX, was not suitably designed or complied with to provide the firm
with reasonable assurance of performing or reporting in conformity with applicable
professional standards in all material respects. Firms can receive a rating of pass, pass with
deficiencyf(ies), or fail. XYZ & Co has received a peer review rating of fail.

Smith, Jones and Associates

[Name of team captain’s firm)|

Appendix J

Iustration of a Response by a Reviewed Firm to a Report With a Peer Review
Rating of Fail in a System Review

216

50 The report of a firm who is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection.”
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The purpose of a letter of response is to describe the actions the firm has taken or will take,
including the timing of the planned actions, to prevent a recurrence of each of the
significant deficiencies discussed in the report, If the reviewed firm disagrees with one or
more of the significant deficiencies orrecommendations-in the report, the reviewed firm

should contact the adm1mster1ng entlty for a531stance {Hhe—ﬁﬂ%—s%ﬂ—i—@sagwe&«a&ef

sueh—-émagfeemeﬁt—For more 1nformat10n re]ated to dlsagreements see gar&grap_h .93 of
the standards. The letter of response should be carefully prepared because of the important
bearing it may have on the decisions reached in connection with acceptance of the report
on the review (see paragraphs .136-.140, “Accepting System and Engagement Reviews”)
and should be tailored to address the firm’s remediation plans for the significant
deficiencies described in its peer review report. The letter of response should be submitted

to the team captain for review and comment prior to the fism-submitting-the-response-to
the-administering-entityexit conference.

Meovember-October 3831, 20XX

[Addressed to the peer review committee of the administering entity]’!
Ladies and Gentlemen:

This letter represents our response to the report issued in connection with the peer review
of the firm’s system of quality control for the accounting and auditing practice in effect for
the year ended June 30, 20XX. The firm is committed to providing clear, consistent. and
frequent actions and messages from all levels of the firm’s management to emphasize the
firm’s commitment to_quality. The remedial actions discussed in_this letter will be

monitored to Ensure that they are effectaveiv unplemented as part of our svstem of quality
contro] Ad

. . The ﬁrm
modified its quality control pollmes and procedures to require the followm,q

5t The response of a firm whose review is administered by the National Peer Review Committee should be addressed
as follows: To the National Peer Review Committee.

52 The response should use the singular 1, me, and my only when the reviewed firm is a sole practitioner.

53 The numbering of responses, to coincide with the numbered comments in the report, is optional.
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e Use of practice aids to document procedures performed to assess competency
for undertaking new engagements. The practice aid is designed to ensure that
the firm 1) is competent to perform the engagement and has the capabilities,
including time and resources, to do so, 2) can comply with [egal and relevant
ethical requirements. and 3) has considered the integrity of the client.

e« Inclusion of a CPE plan for obtaining relevant training to prepare for
eneagements in new industries or service areas in the client acceptance file,

The firm has recalled the audit report for the employee benefit plan audit and has

hired a third party to perform a preissuance review prior o reissuing our report.

We have joined the AICPA Governmental Audit Quality Center and Employee
Benefit Plan Audit Quality Center. The firm modified its quality control policies
and procedures to require personnel that perform engagements in these specialized
areas to attend at least eight hours of CPE annuallv in the specialized area. We are
committed to promptly completing our evaluation of the audit engagements.
including whether audited financial statements should be recalled and reissued to
include the omitted disclosures. The omitted procedures will be performed and
documentation will be added in a memo to_the engagement files of the audit
performed under Government Auditing Standards and the audits in other industries
identified as not in conformity with professional standards.

3. The firm’s system of quality control was modified to include monitoring procedures

to provide it with reasonable assurance that the firm’s policies and procedures
relating 1o the system of quality control are relevant. adequate, and operating
effectively. Specifically, the firm will monitor compliance with all functional areas
of the system and will perform annual inspections on a sample of engagements. We
intend to hire a Quality Control Director who will be responsible for developing
and implementing our monitoring and inspection procedures. We-have-purehased
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The results of our peer review will be discussed in a firm-wide meeting to be held on
November 22. 20X X, and an emphasis on quality will be reinforced with all engagement
pattners and their teams. FHH ] 3 ipper itor ictes-u

1 aciite ERELINEN L 1Y 3 ;g a + 3 s o o 18 VAT LT A1 En 4
v— . v y P

Sincerely,

[Name of Fi irm]*

Appendix K

Illustration of a Report With a Peer Review Rating of Fail (With a Scope
Limitation) in a System Review
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The deficiencies and—related—tecommendations—provided are examples—previded for
illustrative purposes only. Any one or more of the deficiencies, based on the relative
importance of the deficiency to the system of quality control as a whole, could result in a
report with a peer review rating of pass with deficiencies or fail.

Limitation on Scope of Review

A report with a scope limitation should be issued when the scope of the review is limited
by conditions (including those discussed in the standards) that preclude the application of
one or more peer review procedure(s) considered necessary in the circumstances and the
review team cannot accomplish the objectives of those procedures through alternate
procedures. For example, a review team may be able to apply appropriate alternate
procedures if one or more engagements have been excluded from the scope of the review.
Ordinarily, however, the team would be unable to apply alternate procedures if the firm’s
only engagement in an industry that must be selected is unavailable for review and there is
not an earlier issued engagement that may be able to replace it, or when a significant portion
of the firm’s accounting and auditing practice during the year reviewed had been divested
before the review began (see interpretation). A scope limitation may be included in a report
with a peer review rating of pass, pass with deficiency(ies), or fail. In this example, the
scope limitation was included in a report with a peer review rating of fail.

5% Signed by an authorized partner of the firm.

92



[Firm letterhead for a firm-on-firm review, team captain's firm letterhead for an
association formed review team.]

System-Review-RepertReport on the Firm’s System of Quality Control
October 31, 20XX

To the Partners of [or other appropriate terminology] XYZ & Co. and the Peer Review
Committee of the [insert the name of the applicable administering entity]”

We6 have reviewed the system of quality control for the accounting and auditing practice
of XYZ & Co. (the firm)*7 in cffect for the year ended June 30, 20XX. Our peer review
was conducted in accordance with the Standards for Performing and Reporting on Peer
Reviews established by the Peer Review Board of the American Institute of Certified
Public Accountants (Standards).

A summary of Fthe nature, objectives, scope, limitations of, and the procedures performed
in a Svstem Review areas described in the sStandards may be found at
www.aicpa.org/prsummary.  The summary also includes an _explanation of how
envacements identified as not performed or reported in conformity with applicable
professional standards, if any, are evaluated by a peer reviewer to determine a peer review

rating.

Firm’s Responsibility

The firm is responsible for designing a system of quality control and complying with it to
provide the firm with reasonable assurance of performing and reporting in conformity with
applicable professional standards in all material respects. The firm is also responsible for
evaluating actions to promptly remediate engagements deemed as not performed or
reported in conformity with professional standards. when appropriate, and for remediating
weaknesses in its system of quality control, if any.

55 The report of a firm whose review is administered by the National Peer Review Committee should be addressed as
follows: To the Partners of [or appropriate terminology] XYZ & Co. and the National Peer Review Committee.

5 The report should use the plural we, us, and our even if the review team consists of only one person. The singular
I, me, and my are appropriate only if the reviewed firm has engaged another firm to perform its review and the

reviewing firm is a sole practitioner.

57 The report of a firm who is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection.” :
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Peer Reviewer’s Responsibility

Required Selections and Considerations

-ds—eEngagements selected for review included (engagements
performed under Governinent Auditing Standards; audits of employee benefit plans, audits
performed under FDICIA, audits of carrying broker-dealers, and examinations of service
organizations [Service Organizations Control (SOC) 1 and SOC 2 engagements]).*

As a part of our peer review, we considered reviews by regulatory entities as communicated
bv the firm. if applicable. in determining the nature and extent of our procedures.

Significant Deficiencies™ Identified in the Firm’s Svstem of Quality Control

In addition, we noted the following significant deficiencies®® during our review:

58 [f the firm performs audits of employee benefit plans, engagements performed under Government Auditing
Standards, audits of depository institutions with total assets of $500 million or greater at the beginning of its fiscal
year, audits of carrying broker-dealers, examinations of service organizations (Service Organization Control [SOC]
1 and SOC 2) or other engagements required to be selected by the board in interpretations, the engagement type(s)
selected for review should be identified in the report using this paragraph, tailored as applicable. For SOC
engagements, the paragraph should be tailored to reflect the type(s) selected for review. The paragraph should be
tailored to indicate if single or multiple engagements were selected for review (for example. an audit versus audits).

If the firm does not perform such engagements, this paragraph is not applicable and not included in the report.

? Should be tailored to indicate a single signiﬁcant deficiency, when applicable.

& When considered together, the deficiencies rise to the level of significant deficiencies._The significant
deficiencies provided are examples for illustrative purposes only.
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firm’s policies and procedures resarding rclevant ethical considerations are not
sufficient to provide it with reasonable assurance that the firm and its personnel
maintain_independence when required The firm’s quality control policies and
procedures require that written independence representations be obtained annually
from all partners and personnel and then be reviewed by a partner in the firm
assigned overall responsibility for such matters, During our review, we noted that
the responsible partner left the firm in the early part of the year and her
responsibilities in this arca had not been reassigned. As a result, several of the
firm’s_personnel failed to sign such a representation. Written independence
representations were subsequently obtained but there were instances on
engagements reviewed when the firm was not independent with respect to the
financial statements on which it reported. In our opinion, this contributed to the
firm failing to be independent on an audit of an employee benefit plan and an audit
in another industry, resulting in engagements that did not conform to professional
standards in all matetial respects.

u

reperts: The firm’s policies and procedures regarding acceptance and continuance
of clients are not sufficient to provide it with reasonable assurance that its personnel
are competent to perform the engagement and have the capabilities to do so. 'The
firm accepted an audit in a specialized industry in which it had no experience or
expertise and did not take steps to_obtain competency prior to issuing the audit
report. In our opinion, this contributed to an employee benefit plan audit that was
not performed in accordance with professional standards in all material respecis.
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- The
firm’s use of thc standardlzed p]anmn;, y forms required bv lts quality control policies
and nrocedures for engagement performance are not consistently complied with to
provide reasonable assurance that audit engagements are performed in accordance
with professional standards. Despite such forms including audit planning steps for
considering preliminary judements about materiality levels, fraud risk factors
planned assessed level of control risk, analytical review procedures, and conditions
that may require an extension of or a modification of tests, we noted several
eneacements that lacked sufficient evidence of such considetations. In our gpinion.
this contributed to audits of employee benefit plans and engagements in other
industries that did not conform to professional standards in all material respects.

Scope Limitation®!

In gclformmg our review, the firm notified us that we would be unable to rggiew the
engagement erform: f'the firm’s four offices that divested from the firm durin
the peer review vear. As a result, we were unable to include ~within _our engagement
selection any enLaszements 1ssued by that ofﬁce. The engagementf; excluded from our
................. ts and composed approximatel

20 percent of the ﬁlm s audit and accountmg hours durmg the peer review vear,

Opinion

In our opinion, as a result of the significant deficiencies previously described, and any
additional significant deficiencies that might have come to our attention had we been able

&1 The scope limitation provided is an example provided for illustrative purposes only.
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to review engagements from the divested office as previously described, the system of
quality control for the accounting and auditing practice of XYZ & Co.%% in effect for the
vear ended June 30, 20XX was not suitably designed or complied with to provide the firm
with reasonable assurance of performing or reporting in conformity with applicable
professional standards in all material respects. Firms can receive a rating of pass, pass with
deficiency(ies), or fail. XYZ & Co has received a peer review rating of fail (with a scope
limitation).

Smith, Jones and Associates

[Name of team captain’s firm]

Appendix L

Illustration of a Response by a Reviewed Firm to a Report With a Peer Review
Rating of Fail (With a Scope Limitation) in a System Review
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The purpose of a letter of response is to describe the actions the firm has taken or will take
including the timing of the planned actions, to prevent a recurrence of each of the
significant deficiencies discussed in the report. If the reviewed firm disagrees with one or
more of the significant deficiencies;-o++recommendations in the report, the reviewed firm

should contact the admmlstermg entlty for asmstance H‘—the——ﬁ-rm—st—x—l—l—dﬁ&gx:ees—aﬁef

@ ) O} 5

S%h—éﬁaafeemeﬂ{—For more mformatlon related to dlsagreements see paragxaph .93 of
the standards. The letter of response should be carefully prepared because of the important
bearing it may have on the decisions reached in connection with acceptance of the report
on the review (see paragraphs .136—.140, “Accepting System and Engagement Reviews™)
and should be tailored to address the firm’s remediation plans for the significant
deficiencies described in its peer review report. The letter of response should be submitted

to the team captain for review and comment prior to the frm-submittingthe responsete
the-administering-entityexit conference.

NeovemberQctober 3031, 20XX

[Addressed to the peer review committee of the administering entity]®

[adies and Gentlemen:

82 The report of a firm who is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection.”

& The response of a firm whose review is administered by the National Peer Review Committee should be addressed
as follows: To the National Peer Review Committee.
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This letter represents our® response to the report issued in connection with the peer review
of the firm’s system of quality control for the accounting and auditing practice m effect for
the year ended June 30, 20XX

We notified our peer reviewer that he would be unable to review the engagements
performed by one of our firm’s four offices that divested from our firm during the peer
review year. We have considered the consequences of this scope limitation on the results
of our peer review.

1.9 The firm’s monitoring procedures were modified to provide it with reasonable
assurance that the firm’s policies and procedures are relevant, adequate. and
operating effectively. Specifically, the firm will monitor compliance with relevant
¢thical considerations and perform annual testing of a sample of personnel
independence confirmations. We have contacted our aftorney, clients, and

licable regulatory bodies to discuss the impact of the independence violations

'md will remedlate the enmgement& as requued bv Dto[ess:onal standalds Sevefaal

2. The firm has contacted two other accounting firms with expertise in Employee

Retlrement Income Securlty Act (ERISA) audits;-developmentstagecompanies;
s We have implemented a plan for
consultation w1th these ﬁrms for guidance in situations with which we are
unfamiliar,_We have also joined the AICPA Employee Benefit Plan Audit Quality
Center. The omitted procedures will be performed and documentation will be
added in a memo to the engagement file. We will engage one of the accounting
firms to review the engagement working papers prior to finalizing the memo and to
perform engagement quality control reviews of future employee benefit plan audits.

3. We have purchased practice aids that are specific to the industries of our clients and
have instructed staff and partners on their use._ At our next stalf meeting on
November 22. 20X X, we will emphasize

4—Atthe-statfmeetingprevieusty—mentioned; the importance of proper use of the
firm’s practice aids. repertineand-disclosure-checklist-wasdisensseds—ineluding

& The response should use the singular I, me, and my only when the reviewed firm is a sole practitioner.

% The numbering of responses, to coincide with the numbered comments in the report, is optional.
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the-use-of cheekdistsforspeeiatized-industries: We will also discussed the proper
resolution of pomts or topics unfamiliar to the individual completing the checklist
or those reviewing its completion. The firm’s CPE plan for partners and managers
now includes annual updates on the firm’s expectations for performing and
documenting audit planning considerations.disclosure-issues:

The firm is commltted to strengthemng its momtormg policies and procedures.-espeeialy
i#s: We have acquired quality
control materlals to gulde the ﬁrm and supervision of the monitoring process has been
assigned to a partner. Additionally, out51de assistance (as previously mentioned) has been
sought, and theseis individuals will be available for consultation and guidance,

Sincerely,
[Name of Firm]%

Appendix M

INustration of a Report With a Peer Review Rating of Pass in an Engagement
Review
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In the event of a scope limitation, include an additional paragraph (as described in
paragraph .122j of the standards), and follow the illustrations for System Reviews with
scope limitations (see appendixes D, “Illustration of a Report With a Peer Review Rating
of Pass (With a Scope Limitation) in a System Review;” G, “Illustration of a Report With
a Peer Review Rating of Pass With Deficiencies (With a Scope Limitation) in a System
Review;” and K, “Tllustration of a Report With a Peer Review Rating of Fail (With a Scope
Limitation) in a System Review”).

[Administering entity letterhead for a committee-appointed review team review, firm
letterhead for a firm-on-firm review, review captain’s firm letterhead for an association
Jformed review team]

Encagement-ReviewReportReport on the Firm’s Conformity With Professional Standards
on Engagements Reviewed®’

September 30, 20XX

6 Signed by an authorized partner of the firm

7 The report title and body should be tailored as appropriate when a single engagement is reviewed, The title

should be changed to “Report on the Firm’s Conformity With Professional Standards on an Engagemeni Reviewed,”

99



To the Partners of [or other appropriate terminology] XY7, & Co. and the Peer Review
Committee of the [insert the name of the applicable administering entity] %

We5 have reviewed selected accounting engagements of XYZ & Co. (the firm)” issued
with periods ending or report dates during the year ended June 30, 20XX, as applicable,
Our peer review was conducted in accordance with the Standards for Performing and
Reporting on Peer Reviews established by the Peer Review Board of the American Institute
of Certified Public Accountants (Standards).

A swmmar I .
in an_Engagement Review areas desoubed in_the sStanda tandards _may be found at

www.alcpa.org/prsummary.

Firm’s Responsibility

The firm is responsible for designing a system of quality control and complying with it to
provide the firm with reasonable assurance of performing and reporting in conformity with
applicable professional standards in all material respects. The firm is also responsible for
evaluating actions to promptly remediate engagements deemed as not performed or
reported in conformity with professional standards. when appropriate, and for remediating
weaknesses in its system of quality control, if any.

Peer Reviewer’s Responsibility

Our responsibility is to evaluate whether the engagements submitted for review were
performed and reported on in conformity with applicable professional standards in all
material respects.

An Engagement Review does not include reviewing the firm’s system of quality control
and compliance therewith and, accordmgly, we express no oplmon or any form of

% The report of a firm whose review is administered by the National Peer Review Committee should be addressed as
follows: To the Partners of [or appropriate terminology] XYZ & Co. and the National Peer Review Committee.

8 The report should use the plural we, us, and our even if the review team consists of only one person. The singular
I, me, and my are appropriate only if the reviewed firm has engaged another firm to perform its review and the

reviewing firm is a sole practitioner,

™ The report of a firm who is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection."
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Conclusion

Based on our review, nothing came to our attention that caused us to believe that the
engagements submitted for review by XYZ & Co.”! issued with periods ending during the
year ended June 30, 20XX, were not performed and reported on in conformity with
applicable professional standards in all material respects. Firms can receive a rating of pass,
pass with deficiency(ies), or fail. XYZ & Co has received a peer review rating of pass.

Smith, Jones and Associates [Name of review captain’s firm on firm-on-firim review or
association formed review team|

[or]
John Brown, Review Captain

[Committee-appointed review team review]

Appendix N

Ilustration of a Report With a Peer Review Rating of Pass With Deficiencies in
an Engagement Review
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This illustration assumes the review captain concludes that deficiencies are not evident on
all of the engagements submitted for review. Otherwise, this firm would have received a
peer review rating of fail.

In the event of a scope limitation, include an additional paragraph (as described in
paragraph .122] of the standards), and follow the illustrations for System Reviews with
scope limitations (appendixes D, “IHlustration of a Report With a Peer Review Rating of
Pass (With a Scope Limitation) in a System Review;” G, “Illustration of a Report With a
Peer Review Rating of Pass With Deficiencies (With a Scope Limitation) in a System
Review;” and K, “Illustration of a Report With a Peer Review Rating of Fail (With a Scope
Limitation} in a System Review™).

[Administering entity letterhead for a committee-appointed review team review, firm
letterhead for a firm-on-firm review, review captain's firm letterhead for an association
formed review team)

"I The report of a firm who is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection.”
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Ensasement ReviewReportReport on the Firm’s Conformity With Professional Standards
on Engagements Reviewed™

September 30, 20XX

To the Partners of [or other appropriate terminology] XYZ & Co. and the Peer Review
Committee of the [insert the name of the applicable administering entity]™

We™ have reviewed selected accounting engagements of XYZ & Co. (the firm)™-issued
with periods ending or report dates during the year ended June 30, 20XX_as applicable.
Our peer review was conducted in accordance with the Standards for Performing and
Reporting on Peer Reviews established by the Peer Review Board of the American Institute
of Certified Public Accountants_(Standards).

A summar + [ .
in_an FEngagement Review areas described in ihe sStandards may be found at

WWwW.aicpa.org/prsummary,

Firm’s Responsibility

The firm is responsible for designing a system of quality control and complying with it to
provide the firm with reasonable assurance of performing and reporting in conformity with
applicable professional standards in all material respects. The firm is also responsible for
evaluating actions to promptly remediate engagements deemed as not performed or
reported in conformity with professional standards, when appropriate, and for remediating
weaknesses in its system of quality control, if any.

Peer Reviewer’s Responsibility

Our responsibility is to evaluate whether the engagements submitted for review were
performed and reported on in conformity with applicable professional standards in all
material respects.

An Engagement Review does not include reviewing the firm’s system of quality control
and compliance therewith and, accordingly, we express no opinion or any form of

2 The report title and body should be tailored as appropriate when a single engagement is reviewed. The title
should be changed to “Report on the Firni's Conformity With Professional Standards on an Engagement Reviewed.”

™ The report of a firm whose review is administered by the National Peer Review Committee should be addressed as
follows: To the Partners of [or appropriate terminology] XYZ & Co. and the National Peer Review Committee.

7 The report should use the plural we, us, and our even if the review team consists of only one person, The singular
I, me, and my are appropriate only if the reviewed firm has engaged another firm to perform its review and the

reviewing firm is a sole practitioner.

75 The report of a firm who is required to be registered with and inspected by the PCAOB should be tailored here to
add “applicable to engagements not subject to PCAOB permanent inspection.”

102



Deficiencies’ Identified on the Firm’s Conformity With Professional Standards on
Engagements Reviewed”’

We noted the following deficiencies’>-during our review:

Deficieney—On one review engagement of a manufacturing client, we noted that
the accompanying accountant’s report was not appropriately modified— when The
the financial statements did not appropriately present or disclose matters in

accordance w1th mdustry standards Mm—dﬂ@ﬂﬁ&@d—%h&é&pdﬁﬂf@%ﬁh—ﬂ%—%ﬁ%ﬁ%

2. Deficieney—On a review engagement-we-reviewed, we noted that the firm failed
to obtain a management representatlon letter, and its workmg papers failed to
document the matters covered in the accountant’s inquiry and analytical
procedures. These deficiencies were identified on the firm’s previous review.

a%e&&eﬁh&t—e&a&ed—&s—%e—behe%—ﬁ%&%-—ﬁhe—As a lebuit 01L ihe deﬁc:enmes prewouslv

described, we concluded that at least one but not all of the engagements submitted for

% Should be tailored to indicate a single deficiency. when applicable

77 Should be tailored o indicate a single enragement reviewed, when applicable

8 The deficiencies and-related-recommendations-provided are examples-provided for illustrative purposes only,
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review by XYZ & Co.” issued with periods ending during the year ended June 30, 20XX,
were not performed and reported on in conformity with applicable professional standards
in all material respects. Firms can receive a rating of pass, pass with deficiency(ies), or fail.
XYZ & Co. has received a peer review rating of pass with deficiencies.

Smith, Jones and Associates
[Name of review captain’s firm on firm-on-firm review or association formed review team)
lor]

John Brown, Review Captain [Committee-appointed review team review]

Appendix O

Tllustration of a Response by a Reviewed Firm to a Report With a Peer Review
Rating of Pass With Deficiencies in an Engagement Review

221

The purpose of a letter of response is to describe the actions the firm has taken or will take
including the timing of the planned actions to prevent the recurrence of each deficiency
discussed in the report. If the reviewed firm disagrees with one or more of the deficiencies
ertecommendations-in the report, the revlewed ﬁrm should contact the adrnlmsterlng entlty
for a551stance—tn+he~mafc’cei= :

addltlonal gutdance on disagreements, see par agragh 116 of standards. The letter of
response should be carefully prepared because of the important bearing it may have on the
decisions reached in connection with acceptance of the report on the review (see paragraphs
136140, “Accepting System and Engagement Reviews”)_and should be tailored fo

address the firm'’s remediation plans for the deficiencies described in its peer review report.
The letter of response should be submitted to the rev1ewer for review and comment prior
to the exit conference.

Oetober3HSeptember 30, 20XX

™ The report of a firm who is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection.”

104



[Addressed to the peer review committee of the administering entity

]80

Ladies and Gentlemen:

This letter represents our’!-response to the report on the Engagement Review of our firm’s
accounting practice for engagements submitted for review with periods ending during the
year ended June 30, 20XX.

1.2 — Agrecommended-by-thereviewer-tWe have recalled and reissued the review

report. The entire staff has participated in continuing professional education related
to reporting and disclosures, with a particular focus on areas specific to the
industries that we are engaged in. We will be performing a pre-issuance review by
a partner not associated with the engagement to make sure that the accountant’s
report is appropriately modified when the financial statements depart from
applicable professional standards.

We subsequently obtained a management representation letter and documented the
matters _covered in our inquiry and analytical procedures. Management
representation letters will be obtained for all future review engagements issued by
the firm. The firm has required that a manager review each engagement to ensure
that the management representation letter is obtained and that all the required
documentation, including the matters covered in the accountant’s inquiry and
analytical procedures, is included in the working papers.

We believe these actions address the matters noted by the reviewer.

Sincerely,

[Name

Appendix P

IMlustration
Review

222

of firm]®

of a Report With a Peer Review Rating of Fail in an Engagement

8 The response of a firm whose review is administered by the National Peer Review Committee should be addressed
as follows: To the National Peer Review Committee.

8 The response should use the singular f, me, and my only when the reviewed firm is a sole practitioner.

% The numbering of responses, to coincide with the numbered comments in the report, is optional.

83 Signed by an authorized partner of the firm.,
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The deficiencies in this illustration represent various examples and are not intended to
suggest that the peer review would include this many engagements in the scope or require
this number of deficiencies to warrant a report with a peer review rating of fail. However,
each of the engagements reviewed would have one or more deficiencies in a report with a
peer review rating of fail.

In the event of a scope limitation, include an additional paragraph (as described in
paragraph .122j of the standards), and follow the illustrations for System Reviews with
scope limitations (appendixes D, “Illustration of a Report With a Peer Review Rating of
Pass (With a Scope Limitation) in a System Review;” G, “Illustration of a Report With a
Peer Review Rating of Pass With Deficiencies (With a Scope Limitation) in a System
Review;” and K, “Illustration of a Report With a Peer Review Rating of Fail (With a Scope
Limitation} in a System Review”).

[Administering entity lefterhead for a committee-appointed review team review, firm
letterhead for a firm-on-firm review, review captain’s firm letterhead for an association
Jformed review team)

Engagement ReviewRepoertReport on the Firm’s Conformity With Professional Standards
on Engagements Reviewed®!

September 30, 20XX

To the Partners of [or other appropriate terminology] XYZ & Co. and the Peer Review
Committee of the [insert the name of the applicable Administering Entity]*

We®® have reviewed selected accounting engagements of XYZ & Co. (the firm)®” issued
with periods ending or report dates during the year ended June 30, 20XX, as applicable.
Qur peer review was conducted in accordance with the Standards for Performing and
Reporting on Peer Reviews established by the Peer Review Board of the American Institute
of Certified Public Accountants (Standards).

A summary of Fthe nature, objectives. scope, limitations of, and the procedures perforimed
in_an Fneasement Review areas described in the sStandards may be found at
Www. alcpa.org/prsumimary,

8 The report title and body should be tailored as appropriate when a single engagement is reviewed, The title
should be changed to “Report on the Firm’s Conformity With Professional Standards on an Engagement Reviewed.”

8 The report of a firm whose review is administered by the National Peer Review Commnittee should be addressed as
follows: To the Partners of [or appropriate terminology] XYZ & Co. and the National Peer Review Committee.

% The report should use the plural we, us, and owr even if the review team consists of only one person. The singular
I, me, and my are appropriate only if the reviewed firm has engaged another firm to perform its review and the

reviewing firm is a sole practitioner.

¥ The report of a firm who is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection.”
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Firm’s Responsibility

The firm is responsible for designing a system of quality control and complying with it to

provide the firm with reasonable assurance of performing and reporting in conformity with

applicable professional standards in all material respects. The firm is also responsible for

evaluating actions to promptly remediate engagements deemed as not performed or

reported in conformity with professional standards, when appropriate. and for remediating
- weaknesses in its system of quality control, if any.

Peer Reviewer’s Responsibility

Qur responsibility is to evaluate whether the engagements submitted for review were
performed and reported on in conformity with applicable professional standards in all
material respects.

An Engagement Review does not include reviewing the firm’s system of quality control
and compliance therewith and, accordmgly, we express no op1n10n or any form of

With Professional

Significant Deficiencies ®® Identified on the Firm’s Conformi
Standards on Engagements Reviewed®

We noted the following significant deficiencies®® during our review:

Defieieney—Our review disclosed several failures to adhere to applicable
professional standards in reporting on material departures from generally accepted
accounting principles (GAAP) and in conforming to standards for accounting and
review services. Specifically, the firm did not disclose in certain compilation and
review reports failures to conform with GAAP in accounting for leases, in
accounting for revenue from construction contracts, and in disclosures made in the
financial statements or the notes thereto concerning various matters important o an
understanding of those statements. The compilation and review engagements were
in the construction and manufacturing industries, respectively. In addition, the firm
did not obtain management representation letters on review engagements.

% Should be tailored to indicate a single significant deficigncy., when applicable

8 Should be tailored to indicate a single engagement reviewed. when applicable-

% The deficiencies and-related-recommondations-provided are examples-previded for illustrative purposes only.
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2. Pefieieney—During our review, we noted the firm did not modify its compilation

3.

reports on financial statements when neither the financial statements nor the
footnotes noted that the statements were presented using a special purpose
framework.”! This deficiency was noted in the firm’s previous peer reviews.

Deficieney—In the construction industry compilation engagements that we
reviewed, disclosures of material lease obligations as required by generally
accepted accounting principles were not included in the financial statements, and
the omissions were not disclosed in the accountant’s reports.

During our review of the firm’s engagements to prepare financial statements, we

noted the firm did not issue a disclaimer that made clear no assurance was provided

on the financial statements and also did not indicate that no assurance was provided
on cach page of the financial statements.

9 The cash, tax, regulatory, and other bases of accounting that utilize a definite set of [ogical, reasonable criteria that
are applied to all material items appearing in financial statements are commonly referred to as other comprehensive
bases of accounting.
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Conclusion

As a result of the deficiencies previously described, we believe—concluded that all the
engagements submitted for review by XYZ & Co.” issued with periods ending during the
year ended June 30, 20XX, were not performed and reported on in conformity with
applicable professional standards in all material respects. Firms can receive a rating of pass,
pass with deficiency(ies), or fail. XYZ & Co has received a peer review rating of fail.

Smith, Jones and Associates
[Name of review captain’s firm on firm-on-firm review or association formed review team)
lor]

John Brown, Review Captain [Committee-appointed review team review]

Appendix Q

Illustration of a Response by a Reviewed Firm to a2 Report With a Peer Review
Rating of Fail in an Engagement Review

223

The purpose of a letter of response is to describe the actions the firm has taken or will take
including the timing of the planned actions to prevent the recurrence of each of the
significant deficiencies. If the reviewed firm disagrees with one or more of the significant
deficiencies or—recommendations—in the report the rev1ewed ﬁrm should contact the
admlmstermg entlty for a351stance

eisasreement—lor add1t10na1 guldance on dlsagreements see palafzra;}h 116 of the

standards. The letter of response should be carefully prepared because of the important
bearing it may have on the decisions reached in connection with acceptance of the report
on the review (see paragraphs .136—.140, “Accepting System and Engagement Reviews”)
and should be tailored to_address the firm’s remediation plans for the significant
deficiencies described in its peer review report. The letter of response should be submitted
to the reviewer for review and comment prior to the fiem-submittingtherespense-to-the
adma—ms%er—ma—eﬁt-l%yexn conference.

%2 The report of a firm who is required to be registered with and inspected by the PCAOB should be tailored here to
add "applicable to engagements not subject to PCAOB permanent inspection.”
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Detober 31 September 30, 20XX

[Addressed to the peer review committee of the administering entity]”

Ladies and Gentlemen:

This letter represents our™* -response to the report on the Engagement Review of our firm’s

accounting practice for engagements submitted for review with periods ending during the
year ended June 30, 20XX.

95 To prevent the recurrence of the deficiencies noted by the reviewer and to prevent other
such deficiencies from occurring, we will review the professional standards related to the
deficiencies and ensure that the professional standards will be complied with on all future
engagements.

Specifically, we have strengthened the engagement review to ensure that management
representation letters are obtained for all review engagements performed by the firm.

All personnel who work on accounting engagements will be participating in continuing
professional education in disclosures and reporting by December 31, 20XX, to address the
disclosure and reporting deficiencies noted by the reviewer. In addition, we have started
using a third-party reporting and disclosure checklist to ensure all reporting and disclosure
matters are appropriately addressed. The reporting and disclosure checklist is tailored to
specialized industries, where applicable.

For the engagements reviewed, we have recalled and reissued our reports.

We believe these actions are responsive to the deficiencies noted on the review,
Sincerely,

[Name of firm]*

¥ The response of a firm whose review is administered by the National Peer Review Committee should be addressed
as follows: To the National Peer Review Committee.

% The response should use the singular 7, me, and my only when the reviewed firm is a sole practitioner.
% The numbering of responses, to coincide with the numbered comments in the report, is optional.

% Signed by an authorized partner of the firm.
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Appendix R

Ilustration of a Report With a Review Rating of Pass in a Review of Quality
Control Materials

224
Quality—Control-Materinls-Review—ReportReport on the Provider’s System of Quality

Control and Resultant Materials

April 30, 20XX
Executive Board of XYZ Organization and the National Peer Review Committee

We have reviewed the system of quality control for the development and maintenance of
[identify each item covered by the opinion or refer to an attached listing] (hereafter referred
to as materials or QCM) of XYZ Organization (the provider) and the resultant materials in
effect at December 31, 20XX. Our quality control materials review was conducted in
accordance with the Standards for Performing and Reporting on Peer Reviews established
by the Peer Review Board of the American Institute of Certified Public Accountants

(Standards).

Provider’s Responsibility

The provider is responsible for designing and complying with a system of quality control
that provides reasonable assurance that the materials are reliable aids to assist users in
conforming with the components which are integral to the professional standards that the
materials purport to encompass. The provider is also responsible for evaluating actions to
promptly remediate materials not deemed as reliable aids, when appropriate. and for
remediating weaknesses in its svstem of quality control, if any.

OCM Reviewer’s Responsibility

Our responsibility is to express an opinion on the design of the system, the provider’s
compllance Wlﬂ’l that System and the rellablhty of the resultant materials, based on our

User’s Responsibility

Users of the materials and this report should carefully consider the scope of this review.
They should also understand the intended uses and limitations of the materials as reflected
in their user instructions and related information, as well as the level of explanatory
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guidance provided by the materials. Users of the materials are responsible for evaluating
their suitability and implementing, tailoring, and augmenting the materials as appropriate.
Therefore, the reliability of the materials is also dependent on the effectiveness of these
actions and could vary from user to user. Further, there may be important elements of a
quality control system in accordance with the Statements on Quality Control Standards that
are not included in the materials that have been subject to this review.

Opinion

In our opinion, the system of quality control for the development and maintenance of the
quality control materials of the XYZ Organization was suitably designed and was being
complied with during the year ended December 31, 20XX, to provide users of the materials
with reasonable assurance that the materials are reliable aids. Also, in our opinion, the
quality control materials previously referred to are reliable aids to assist users in
conforming with the components which are integral to the professional standards the
materials purport to encompass at December 31, 20XX. Providers can receive a rating of
pass, pass with deficiency(ies), or fail. XYZ Organization has received a review rating of
Pss.

ABC & Co.”7

Appendix S

Ilustration of a Report With a Review Rating of Pass With Deficiencies in a
Review of Quality Control Materials

225

Quality Control-Materials-Review—ReportReport on the Provider’s System of Quality

Control and Resultant Vaterials

April 30, 20XX
Executive Board of XYZ Organization and the National Peer Review Committee

We have reviewed the system of quality control for the development and maintenance of
[identify each item covered by the opinion or refer to an attached listing] (hereafter referred
to as materials or QCM) of XYZ, Organization (the provider) and the resultant materials in
effect at December 31, 20XX. Our quality control materials review was conducted in
accordance with the Standards for Performing and Reporting on Peer Reviews established
by the Peer Review Board of the American Institute of Certified Public Accountants

(Standards).

%7 The report should be signed in the name of the team captain’s firm for firm-on-firm reviews or association formed
review teams.
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A summary of Tthe nature, objectives. scope, limitations of, and the procedures performed
i uality Control Materials Review areas described in the sStandards may be found

Www.aicpa.org/prsumrmary.

Provider’s Responsibility

The provider is responsible for designing and complying with a system of quality control
that provides reasonable assurance that the materials are reliable aids to assist users in
conforming with the components which are integral to the professional standards that the
materials purport to encompass. The provider is also responsible for evaluating actions to
promptly remediate materials not deemed as reliable aids, when appropriate, and for
remediating weaknesses in its system of quality control. if any.

QOCM Reviewer’s Responsibility

Our responsibility is to express an opinion on the design of the system, the provider’s
compliance with that system, and the reliability of the resultant materials, based on our
review, gtura_olbised g HINEI, . o ook s
b

User’s Responsibility

Users of the materials and this report should carefully consider the scope of this review.
They should also understand the intended uses and limitations of the materials as reflected
in their user instructions and related information, as well as the level of explanatory
guidance provided by the materials. Users of the materials are responsible for evaluating
their suitability and implementing, tailoring, and augmenting the materials as appropriate.
Therefore, the reliability of the materials is also dependent on the effectiveness of these
actions and could vary from user to user. Further, there may be important elements of a
quality control system in accordance with the Statements on Quality Control Standards that
are not included in the materials that have been subject to this review.

Deficiencies’® Identified in_the Provider’s System of Quality Control and Resultant
Materials

We noted the following deficiencies® during our review:

1. Defieieney—The provider’s policies and procedures for the development and
maintenance of quality control materials state that feedback on the materials is
obtained by means of a questionnaire provided with the materials. The provider’s
policies and procedures do not specify the procedures to be followed for reviewing
and analyzing returned questionnaires. As a result, our review of the questionnaires

%8 Should be tailored to indicate a single deficiency. when applicable.

* The deficiencies andrelatedrecommendations-provided are examples-previded for illustrative purposes only.
P
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received by the provider during the review period indicated that several
questionnaires that had significant feedback as to the accuracy of the information
of certain materials were not being read, summarized, or analyzed to determine
whether the quality control materials require change. During our review we noted
an error in the provider’s interpretation of a recently issued professional standard
in the How To Perform Employee Benefit Plan Audits manual. This error was also
noted on several of the feedback questionnaires. However, the error was not of such
significance that it affected the reliability of the aid. Our review did not note any
similar issues in the other materials.

Opinion

In our opinion, except for the deficiencies previously described, the system of quality
control for the development and maintenance of the quality control materials of the XYZ
Organization was suitably designed and was being complied with during the year ended
December 31, 20XX, to provide users of the materials with reasonable assurance that the
materials are reliable aids. Also, in our opinion, the quality control materials previously
referred to are reliable aids to assist users in conforming with the components which are
integral to the professional standards the materials purport to encompass at December 31,
20XX. Providers can receive a rating of pass, pass with deficiency(ies), or fail. XYZ
Organization has received a review rating of pass with deficiencies.

ABC & Col%

100 The report should be signed in the name of the team captain’s firm for firm-on-firm reviews or association
formed review teams,
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Appendix T

Illustration of a Report With a Review Rating of Fail in a2 Review of Quality
Control Materials

226
The deficiencies aad+elated-recommendations—provided are examples for illustrative
purposes only. Any one or more of the deficiencies, based on the relative importance of
the deficiency to the system of quality control as a whole, could result in a report with a
peer review rating of fail.

Quality—Contrel Materials Review—ReportReport on the Provider’s System of OQuality

Contro! and Resultant Materials

October 31, 20XX

Executive Board of XYZ Organization and the National Peer Review Committee

We have reviewed the system of quality control for the development and maintenance of
[identify each item covered by the opinion or refer to an attached listing] (hereafter referred
to as materials or QCM) of XYZ Organization (the provider) and the resultant materials in
effect at December 31, 20XX. Our quality control materials review was conducted in
accordance with the Standards for Performing and Reporting on Peer Reviews established
by the Peer Review Board of the American Institute of Certified Public Accountants

(Standards).

in a Qualitv Control Materials Review areas descrlbed in the sStandards may be found at

www.aicpa.org/prsurmmary,

Provider’s Responsibility

The provider is responsible for designing and complying with a system of quality control
that provides reasonable assurance that the materials are reliable aids to assist users in
conforming with the components which are integral to the professional standards that the
materials purport to encompass. The provider is also responsible for evaluating actions to
promptly remediate_materials not deemed as reliable aids, when appropriate, and for
remediating weaknesses in its system of quality control, if any.

QCM Reviewer’s Responsibility

Qur responsibility is to express an opinion on the design of the system, the provider’s
comphance w1th that system and the rehabﬂlty of the resultant materials, based on our
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User’s Responsibility

Users of the materials and this report should carefully consider the scope of this review.
They should also understand the intended uses and limitations of the materials as reflected
in their user instructions and related information, as well as the level of explanatory
guidance provided by the materials. Users of the materials are responsible for evaluating
their suitability and implementing, tailoring, and augmenting the materials as appropriate.
Therefore the reliability of the materials is also dependent on the effectiveness of these
actions and could vary from user to user. Further, there may be important elements of a
quality control system in accordance with the Statements on Quality Control Standards that
are not included in the materials that have been subject to this review.

Significant Deficiencies'” Identified in the Provider’s System of Quality Control and
Resultant Materials

We noted the following significant deficiencies'™ during our review:

1. Beficienev—The organization’s policies and procedures for the development and
maintenance of quality control materials state that feedback on the materials is
obtained by means of a questionnaire provided with the materials, The
organization’s policies and procedures do not specify the procedures to be followed
for reviewing and analyzing returned questionnaires. As a result, our review of the
questionnaires received by the organization during the review period indicated that
several questionnaires that had significant feedback as to the accuracy of the
information of certain materials were not being read, summarized, or analyzed to
determine whether the quality control materials require change. During our review
we noted errors in the provider’s interpretation of recently issued professional
standards in the How To Perform Employee Benefit Plan Audits, How To Perform
Audits of Small Businesses and How To Perform Construction Coniractor Reviews
manuals. The errors were identified on several of the feedback questionnaires. As
a result, these specific materials were inaccurate and, thus, were not reliable aids.

197 Should be tailored to indicate a single significant deficiency. when applicable.

192 When considered together, the deficiencies rise to the level of significant deficiencies._The significant
deficiencies provided are examples for illustrative purposes only.
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2. Defisieney—The organization’s policies and procedures require that a technical
review of all quality control materials be performed by a qualified person other than
the developer to ensure that the materials arc reliable aids to assist users in
conforming to the professional standards the materials purport to encompass.
During our review, we noted that such a technical review was not performed on the
How To Perform Single Audits and How To Perform HUD Audits manuals. As a
result, these materials were not up-to-date or were inaccurate, and thus were not
reliable aids.

Opinion

In our opinion, as a result of the deficiencies previously described, the system of quality
control for the development and maintenance of the quality control materials of XYZ
Organization was not suitably designed or complied with during the year ended December
31, 20XX, to provide the users of the materials with reasonable assurance that the materials
are reliable aids. Also, in our opinion, the quality contro! materials previously referred to
are not reliable aids and do not assist users in conforming with the components which are
integral to the professional standards the materials purport to encompass at December 31,
20XX. Providers can receive a rating of pass, pass with deficiency(ies), or fail. XYZ
Organization has received a review rating of fail.

ABC & Co.!%

103 The report should be signed in the name of the team captain’s firm for firm-on-firm reviews or association
formed review teams.
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Peer Review Interpretations

Timing of the Peer Review

17-1

QOuestion—Paragraph .17 of the standards indicates that the peer review
should be conducted within three to five months following the end of the
yvear to be reviewed. Parasraphs .92 and 115 further explain the exit
conference should occur after allowing the firm sufficient time to respond to
MEFC forms, FFC forms, deficiencies and significant deficiencies discussed
at the closing meeting. The exit conference date should also occur prior to
but no later than the review due date. How does this affect the timing of a

peer review?

Interpreiation—Peer reviews are ordinarily due 6 months after the firm’s
peer review vear-end date. The team or review captain should take the
review due date into consideration prior to accepting the peer review and
during planning to ensure adequate time has been built into the peer review
timeline to allow the firm sufficient time to assess appropriate responses to
MEC forms, FFC forms, deficiencies, and significant deficiencies. In order
to provide sufficient time to the firm, the peer review should be conducted
within 3-5 months after the end of the vear to be reviewed, ordinarily
providing the reviewer and firm the last 30 days prior to the due date for this
assessment and submission of the peer reviewer's materials, peer review
report, and letter of response, if applicable, by the review due date.

Ordinarily. extensions will not be granted subsequent to commencement to
allow the review team and firm more time to finalize peer review documents.

Planning Considerations

9-1

Question—Paragraph .39 of the standards notes that the team captain should
evaluate the actions of the firm in response to the prior review report and FFC
forms. What considerations should be made if the firm did not perform the
actions noted in the prior review letter of response and FFC forms?

Interpretation—The team captain should consider whether the firm performed
sufficient alternative actions after further assessment of the systemic cause. If
sufficient alternative actions were performed, the alternative procedures and the
reviewer’'s assessment of those procedures should be noted in the Summary
Review Memorandum. However, if sufficient alternative actions were not
performed. the team captain should gain an understanding from the firm about
why the actions were not performed and consider whether there are deficiencics
in other elements of quality control. sucl as leadership responsibilities for quality
within the firm (the tone at the top). This evaluation should be documented in
the Summarv Review Memorandum.
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Planning and Performing Compliance Tests ef Requirements-efVoluntary

54d-2 Question—Paragraph .54(d) discusses the peer reviewer's requirement in a

Svstem Review to review other evidential material, including evidence since the

previous peer review. as appropriate. When is it appropriate to review evidential

matter from prior to the peer review year?

Interpretation—In performing a review of a firm’s system of quality confrel, a

team captain will develop a plan for the nature and extent of testing relative to
the firm’s compliance with their quality control policies and procedures, If no
events relative to those policies and procedures occurred during the peer review
vear, it may be necessary for a team captain to review evidential matter from
prior to the peer review vear,

For example, the firm may have accepted a new engagement in the vear following
the previous peer review but did not accept anv during the current peer review
vear, In such a situation, the team captain should review evidential matter since
the previous peer review year to_evaluate the firm’s compliance with its
cngagement acceptance quality control policies and procedures. If the team
captain discusses the firm’'s procedures for acceptance of the new client and the
firm indicates its only procedures were to review the predecessor auditor’s
workpapers. this may indicate there is a design matter in the firm’s system of
quality control related to acceptance and continuance, The team captain will then
need to evaluate if there are any indicators of change to that policy since the last
acceptance of an enpagement and determine if the matter should be elevated to
gither an FFC or a deficiency in the report. If the team captain determines that
the policy is designed appropriately and there is a compliance matter. it should
be treated as any other compliance matter for actions during the peer review year.

Another example would be when the tean captain reviews the monitoring and
inspection results from the intervening periods to determine appropriate design
and compliance of monitoring procedures. Looking at the intervening periods
allows the team captain to evaluate whether the fitm is properly communicating
and remediating engagement and systemic issues identified.

Concluding on the Review of an Engagement

66-1

Question—Paragraphs .66—.67 and .109 of the standards requires the review
team to conclude on the review of an engagement by determining whether the
engagement was performed or reported on in conformity with applicable
professional standards in all material respects. How should this conclusion be
made?
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67-1

Interpretation—The review team should use practice aids that document, for
each engagement reviewed, whether anything came to the review team’s
attention that caused it to believe the following, as applicable:

a. The financial statements were not in conformity with GAAP in
all material respects or, if applicable, with a special purpose
framework and the auditor or accountant’s report was not
appropriately modified.

b. The firm did not perform or report on the engagement in all
material respects in accordance with generally accepted auditing
standards and other applicable standards; for example,
Governmentat Auditing Standards.

¢. The firm did not perform or report on the engagement in all
material respects in accordance with SSARS.

d. The firm did not perform or report on the engagement in all
material respects in accordance with SSAFs or any other
applicable standards not encompassed in the preceding.

In Engagement Reviews, these results should be considered by the review
captain in determining the type of report to issue.

Question—Paragraphs .67 and .109 of the standards notes that the team captain
or review captain should promptly inform the firm when an engagement is not
performed or reported on in conformity with applicable professional standards
in all material respects and remind the firm of its responsibilities under
professional standards to take appropriate actions. How is this communication

made?-and-what-otherresponsibilities-does-the team-eaptain-or-review—captain
have-trregardto-theaffected-engagements?

Interpretation—If the reviewer concludes that an engagement is not performed
or reported on in conformity with applicable professional standards in all
material respects, the team captain or review captain should promptly inform an
appropriate member of the reviewed firm on an MFC form. The team captain or
review captain should remind the reviewed firm of its responsibilities under
professional standards to take appropriate actions as addressed in AU-C section
560, Subsequent Events and Subsequently Discovered Facts, or SSARS No, 19,
Compilation and Review Engagements, as applicable, or, if the firm’s work does
not suppeort the report issued, as addressed in AU-C section 585, Consideration
of Omitted Procedures Afier the Report Release Date (AICPA, Professional
Standards). The reviewed firm should investigate the issue questioned by the
review team and determine what timely action, if any, should be taken, including
actions planned or taken to prevent unwarranted continued reliance on its
previously issued reports. The reviewed firm should then advise the team
captain or review captain of the results of its investigation, including parties
consulted, and document es-the MECform-the-actions planned or taken or its
reasons for concluding that no action is required as follows:
e In the firm’s response to the MFC form
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e Inthe firm’s response to the FEC form, if applicable
¢ In the firm’s letter of response io deficiencies and significant
deficiencies identified in the report, if applicable

The firm is also expected to make a representation in its represeniation letter to
the team or review captain confirming it will remediate nonconforming
engagements as stated by the firm on its MFC forms, FFC forms, or letter of
response, as applicable,

» PR oo i

Ouestion—Paragraphs .67 and .109 of the standards note that the team captain

or review captain should promptly inform the firm when an engagement is not
performed or reported on in conformity with applicable professional standards
in all material respects and remind the firm of its_tesponsibilities under
professional standards to take appropriate actions. What other responsibilities
do the team and review captain have when nonconforming engagements are
identified?

Interpretation—Reviewers or administering entities should not instruct firms to
perform omitted procedures, reissue accounting or auditing reports, or have
previously issued financial statements revised and reissued because those are
decisions for the firm and its client to make. However, the administering entity
can require the firms to make and document appropriate considerations
regarding such engagements as a condition of acceptance of the peer review,
The firm’s response may affect other monitoring actions the administering
entity’s peer review committee may impose, including actions to verify that the
firm adheres to the intentions indicated in its response.

If the firm has taken action, ordinarily the review team should review
documentation of such actions (for example, omitted procedures performed,
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reissued report and financial statements, or potification to users to discontinue
use of previously issued reports) and consider whether the action is appropriate.
If the firm has not taken action, the review team should consider whether the
lanned actions are appropriate {genuine, comprehensive, and feasible).

On a System Review, the team captain should consider expanding scope to
determine the pervasiveness of the nonconforming engagements. The extent of
the nonconforming engagements is considered when determining the systemic
cause and whether the matter should be elevated to a finding, deficiency, or
significant deficiency. Refer to paragraphs .68 and .84 of the standards for

additional guidance on assessing when to expand scope and when matters may
be isolated.

Aggregating and Systemically Evaluating Matters

Ouestion—TParagraph .79 of the standards indicates that in the absence of
findings or deficiencies in the engagements reviewed, the reviewer may still
conclude that there are conditiong in the design of the firm’s system of quality
control that could create a situation in which the firm would not have reasonable
assurance of performing or reporting in conformity with applicable professional
standards. When would a design matter or compliance with a functional area,
by itself, result in a peer review rating of pass with deficiencies or fail?

Interpretation— A design matter. by itself, may result in a peer review rating of
pass with deficiencies or fail when one or more conditions are present
in the firm's system of gualitv control and the reviewer has concluded
that the conditions could create a situation in which the firm would
not have reasonable assurance of performing or reporting in
conformity with applicable professional standards in one or more

respects.

Examples may include but are not limited to the failure to establish or
comply with policies and procedures designed to provide the firm
with reasonable assurance that:

¢  The internal culture is based on recognition that quality is
essential in performing engagements, This may be identified by
firm leadership failure to have a gquality control document,
failure to appropriately respond to findings in a reculatory
investigation, failure to have a timely peer review, and so on,

o The firm and its personnel comply with relevant ethical
requirements.  This may be identified by failure to obtain
independence confirmations from all personnel, failure to inform
personnel on a timely basis of changes to the list of ¢lients and

122



related entities, failure to address potential breaches of
independence, and so on,

¢ The firm will undertake or continue relationships and
engagements only when the firm is competent to perform the
engagements. This may be identified by failure to have policies
and procedures in place to require evaluation of the nature of the
services to _be provided. evaluation of the firm’s resources to
provide the services., evaluation of the need to engage a third
party to assist in new industries, and so on,

e The firm has sufficient personnel with the competence,
capabilities, and commitment to cthical principles necessary to

erform engagements in accordance with professional standards,
This may be identified by failure to have policies and procedures
requiring personnel to maintain a CPA license, comply with
industry specific CPE requirements. ensure appropriate indusiry
experience on engagement teams, and so on.

e _The firm’s compliance with all areas of the firm’s system of
quality control is effectively monitored, This may be identified
bv lack of monitoring of appropriate CPE for all firm personnel,
laclk of monitoring of functional areas in the firm’s peer review
vear, failing to appropriately respond to issues identified during
engagement inspections, and so on.

Determining the Systemic Cause for-aFindingin-a-System-Review

83-1

Question—Paragraph .83 of the standards notes that when a review team is
faced w1th an 1ndlcat10n that a matter(s) could be a ﬁnd1ng~ea—-ﬂ+a%~the»—ﬁ+m

staﬁdﬁ%ds—m—&l-l—mateﬁﬁ—respeets, thc review team s first task in such

circumstances, in collaboration with the firm, is to determine the systemic

cause-of the-finding-erfaiture. Why?

Interpretation—The evaluation of a firm’s system of quality control is the
primary objective of a System Review and the basis for the peer review report.

As such, when a reviewer in a System Review discovers a matter, including
an engagement that was not performed or reported in conformity with
applicable professional standards in all material respects, he or she should
avoid considering the type of report to issue until the wnderhying-systemic
cause of the matter (to determine if it rises to the level of a finding, deficiency
or significant deficiency) is identified, where it is reasonably possible to do
50.

Reviewers in a System Review must think of matters as symptoms of
weaknesses in the firm’s system of quality control. Further, reviewers, in
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collaboration with the firm, must make a good faith effort to try to identify the
underhying—systemic cause for those matters to determine if they rise to the
level of a finding. A finding has a systemic definition; a finding is one or more
related matters that result from a condition in the reviewed firm’s system of
quality control or compliance with it such that there is more than a remote
possibility that the reviewed firm would not perform or report in conformity
with applicable professicnal standards. With a finding, the reviewer is
considering more than just the “matter;” they are considering the condition
{that is, systemic cause) that resulted in the matter(s) occurring. Otherwise
said, the reviewer must determine why the matters occurred. Upon further
evaluation, a finding may rise to a systemically oriented deficiency or
significant deficiency.

The system risks identified as part of the completion of the Guidelines for
Review of Ouality Control Policies and Procedures (Section 4500 and 4600)
will be a helpful resource for reviewers in assessing the systemic cause.
Reviewers-The assessment of the systemic cause should consider that separate
matters that are exactly the same may result from completely different quality
control weaknesses in the firm.

To properly assess the systemic cause. teviewers should not accept
“oversighi” or “isclated” as the firm’s response.  The firm should provide
sulficient detail for the reviewer to understand what caused the matter. For
example, the failure to follow the firm’s practice aid for a particular arca may
have been an isolated occurrence; however, failure to follow the practice aid
would still be identified as the systemic cause resulting in the matter. Further
ouidance is provided in Interpretation 84-1 to assist reviewers in determining
if the matter is isolated.

124



83-2

Question—For System Reviews and Engagement Reviews, what is considered
a repeat finding on a finding for further consideration (FFC) form?

Interpretation—On System Reviews, a repeat finding is one or more related
matters that result from a condition in the reviewed firm’s system of quality
control or compliance with it that is noted during the current review and also
on a FFC form in the prior peer review. The review team should read the prior
review documentation, including the report, letter of response and FFC forms,
if applicable, and evaluate whether the firm’s planned actions noted on those
forms were implemented. If the firm’s planned actions to remediate the prior
review findings were implemented, and the same finding is occurring, the
review team should determine the condition in, or compliance with, the firm’s
system of quality control that caused the current finding. If it is determined to
be the same systemic cause, the FFC form should indicate that similar findings
were noted in the prior review. The review team should also consider whether
there are findings in other elements of quality control. If the prior remedial
actions (corrective actions, implementation plans, or as discussed in the firm’s
response on the FFC form) appear to be effective, the finding may be caused
by some other condition in, or compliance with, the firm’s system of quality
control, If the undeslyingsystemic cause of the finding is different from that
noted in the prior review, it would not be a repeat.

See section 3100, Supplemental Guidance, for an example of identifying
repeat findings, deficiencies and significant deficiencies in a System Review.

On Engagement Reviews, a repeat is one in which the identified finding is
substantially the same (that is, the same kind or very similar) as noted on a
FFC form in the prior peer review as it relates to reporting, presentation,
disclosure or documentation. For example, if a reviewer notes an engagement
that had a disclosure or financial statement presentation finding on a FFC form
in the prior peer review, the disclosure or financial statement presentation
finding noted in the current review would need to be substantially the same
disclosure or financial statement presentation finding to qualify as a repeat.
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83-3

A firm that repeatedly receives peer reviews with consistent findings that are
not corrected may be required to complete an implementation plan.

Question—Paragraph .83 of the standards notes the importance of
determining the systemic cause of the identified findings er—fathares—to
determine whether they are systemic in nature. How do the results of
regulatory or governmental oversight or inspection factor into this
determination?

Interpretation—If similar issues were raised in both the regulatory. or
governmental oversight(s) and in the peer review, the review team should
further understand the systemic causes identified by the reviewed firm and
consider whether there may be a systemic issue related to the design of the

system of quality control or compliance with it. }-may-slse-be-helpful-when

by-the-firm-—See Interpretations 40-1 and 40-2 for additional considerations.

Isolated Matters in a System Review

84-1

Question—Paragraph .84 refers to isolated matters in a System Review.
What is an isolated matter and what further guidance is there to address
isolated matters?

Interpretation—An isolated matter occurs when there is an incident (or
limited incidents) of noncompliance with professional standards or the
firm’s quality control policies and procedures on one or more engagements
(or aspect of a functional area) and the identical standards or policies and
procedures were complied with on the remaining engagements or aspect of
a functional area.

Reviewers should follow the guidance in paragraph .68, “Expansion of
Scope,” and paragraphs .84—.85, “Determining the Systemic Cause-fer—a
Einding,” of the standards. The reviewer needs to evaluate the pervasiveness
of the issue, including expanding scope if necessary. In some instances the
team captain should expand scope to other engagements or aspects of
functional areas, and determine that such matters did not occur elsewhere,
thus evidencing that the noncompliance with the firm’s system of quality
control was truly isolated. In these situations, team captains should focus on
the underlying-systemic cause of the matter when analyzing if it is isolated
and may consider a key area approach when expanding scope to other
engagements or aspects of functional areas to determine if the matter is
isolated. The reviewer’s ability to conclude a matter is isolated may be
dependent on his or her ability to expand scope to engagements or aspects
of functional areas that are classified by common characteristics such as, but
not limited to, the industry, level of service, the practitioners in charge, or
engagements that must be selected in a peer review.
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The reviewer should consider that a single disclosure matter and a single
documentation matter may be isolated when taken individually but they may
have resulted from the same sndethdngsystemic cause. They should further
consider that an isolated matter may be materially significant in amount or
nature or both.

Reviewers should document their consideration of an isolated matter and the
conclusions reached in the MFC form. Team captains should document the
same in the Summary Review Memorandum. The documentation should
include the details of the matter noted, how the reviewer expanded scope, if
applicable, and why the reviewer concluded the matter was isolated. The
documentation should provide enough information for the administering
entity’s peer review committee to determine if the team captain’s conclusion
is appropriate.

Communicating Conclusions at the Closing Meeting and Exit Conference

91-1

Question—Paragraphs .91. .92 and 115 of the standards instructs-a—teant
eaptain_peer reviewers on communicating conclusions at the closing

meeting and exit conference-ina—SystemReview, What other guidelines
should be followed?

Interpretation—The teara-eaptainpeer reviewer should consider the need to
have the team member(s) participate_or be available for consultation (in
person or via teleconference) im—during the closing meeting or exit
conference—%bea%&m&e—%kmsﬁﬁﬁm%ﬁh%eﬁﬁ—%ﬁ%feﬂ%
especially when, in unusual circumstances, the team or review captain does
not have the experience to review the industry of an engagement that was
reviewed by the team member.

Furthermore, for System Reviews, the closing meeting and exit conference
is-are not the appropriate place or time to surprise the firm with the intention
of issuing a pass with deficiency or fail Rreport or to discuss any unresolved
accounting and auditing issues. It is expected that the team captain will have
an open means of communication with various levels of personnel leading
up to the exit-eenfereneeclosing meeting, having at a minimum and as
applicable;-:
o promptly informed them when an engagement is not performed or
reported on in conformity with applicable professional standards,
o havine-discussed MFC and FFC forms including the systemic causes
and related recommendationsremedial actions of the firm for any
matters, findings, deficiencies, and significant deficiencies in
advance, and
o havinefollowed up on open questions and issues.
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The closing meeting should ordinarily occur at least 30 days prior to the
firm’s due date to allow sufficient time for the firm to determine appropriate
remediation  with respect to findings, deficiencies, and significant
deficiencies, if applcable. The exit conference should be used as a time to
communicate the final results of the peer review and should only be
conducted after the peer reviewer has assessed the appropriateness of the
firm’s responses on the MFC forms, FFC forms, and letter of response, if

applicable.

Notification and Submission of Peer Review Documentation to the
Administering Entities by the Team Captain or Review Captain

94-1

Question—Paragraphs .94, .120, and .190 of the standards instruct a
reviewer to see the interpretations for guidance on notification
requirements and submission of peer review documentation to the
administering entity. What materials should be submitted by the team
captain or review captain, and when should they be submitted by?

Interpretation—The team captain or review captain should notify the
administering entity that the review has been performed. -and—sheuld

sa-bmt—Ee—th&t—&dmnﬁs%efmg—en&t—y—wWﬂhm 30 days of the cx1t conference

Rewewa—or by the firm’s peer review duc date, whichever datc is earlier, &
copy—of-the-report—and-the team captain should submit the following

documentanon feqacﬂfed—by«wthc admmlstermg entltwes—at—wmnnmwn

For System and Engagement Reviews:
. Report- and lcttcr of rcsponse, if apphcable {Femné%%e

& = RO ) - c - >

¢ Summary Review Memorandums or Review Captain
Summary, as applicable

» FEngagement Summary Form (For Engagement Reviews)

+ FFC forms, as applicable

o MFC forms, submitted electronically or hard copy, as
applicable

» DMFC form, submitted clectronically or hard copy, as
applicable

o Firm’s representation letter

e 22,100-Part A, Supplemental Checklist(s) for Review of
Single Audit Act/A-133 Engagement(s) and engagement
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profile(s) for A-133 engagements reviewed (if applicable)
(for System Reviews)

’
o, oy ] 1 -
3 - T 3 0

For all reviews administered by the National PRC, as applicable:

Iﬁ%@ﬁ—m—th%—pfeeeémgz&ll of the documents required to be

submltted for System Rev;ews and Engagemem Reviews

appl—re&b%e——me&rdmg—elingagement questlonnalres or checkhsts—
o guality-Quality control documents and related practice aids;

o swff Staff and focus group interview formsfecus-greup:-and-other

iﬁter‘[i eﬁ’ I Sess\i qus [}
B

s planning-Planning documents:
¢ andaAny other relevant documents:

Note that all peer review working papers are subject to oversight
nrocedures and mav be requested at a later date.

Peer review working papers may be submitted to the administering entity
electronically.

Reporting on System and Engagement Reviews When a Report With a Peer
Review Rating of Pass With Deficiency or Fail Is Issued

96n-1

Question—Paragraphs .96(n) and .122(n) of the standards instruct a team
captain in a System Review (or review captain on an Engagement Review) to
identify, for any deficiencies or significant deficiencies included in the report
with a peer review rating of pass with deficiencies or fail, any that were also
made in the report issued on the firm’s previous peer review. What further
guidance is available in regards to this requirement?

Interpretation—On System Reviews, a repeat is a deficiency or significant
deficiency noted during the current review that was caused by the same system
of quality control weakness noted in the prior review’s report. The review
team should read the prior report and letter of response and evaluate whether
corrective actions discussed have been implemented to determine whether the
systemic cause is the same. The deficiency or significant deficiency should
note that “This deficiency [or significant deficiency, as applicable] was noted
in the firm’s previous peer review.”

If the corrective actions have been implemented and the same deficiency or
significant deficiency is occurring, the review team, in collaboration with the
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firm, should determine the weakness in the firm’s system of quality control
that is causing the deficiency or significant deficiency to occur. In this case, if
the prior corrective actions appear to be effective, the deficiency or significant
deficiency may be caused by some other weakness in the firm’s system of
quality control. If the sndeslying-systemic cause of the deficiency or
significant deficiency is different from that reported in the prior review, it
would not be a repeat.

The preceding also applies when the deficiency or significant deficiency noted
during the current review was caused by the same system of quality control
weakness noted on a FFC form in the prior review. The team captain should
consider if the firm’s planned actions to remediate the prior review findings
were implemented, including implementation plans or those discussed in the
firm’s response on the FFC form. If the prior remedial actions appear to be
effective, the current deficiency may be caused by some other weakness in or
compliance with the firm’s system of quality control. If the aﬂder-Lymg

systemic cause of the deficiency is different from that noted in the prior
review, it would not be a repeat. If the underbvingsystemic cause is determined
to be the same, under these circumstances, it would still be appropriate to use
the same wording as previously described “This deficiency [or significant
deficiency, as applicable] was noted in the firm’s previous peer review.”_If
the systemic cause is the same, the review team should also consider whether
there are deficiencies in other elements of quality control,

See section 3100, Supplemental Guidance, for an example of identifying
repeat findings, deficiencies and significant deficiencies in a System Review.
On Engagement Reviews, a repeat is one in which the identified engagement
deficiency or significant deficiency is substantially the same (that is, the same
kind or very similar) as noted in the prior review’s report as it relates to
reporting, presentation, disclosure or documentation. For example, if a
reviewer notes an engagement that had a disclosure or a financial statement
presentation deficiency in a prior review’s report, the disclosure or financial
statement presentation deficiency noted in the current review would need to
be substantially the same disclosure or financial statement presentation
deficiency to qualify as a repeat.

The preceding also applies when the deficiency or significant deficiency noted
during the current review was substantially the same as was noted on a FFC
form in the prior review. Under these circumstances, it would still be
appropriate to use the same wording as previously described: “This deficiency
[or significant deficiency, as applicable] was noted in the firm’s previous peer
review.”

For System Reviews and Engagement Reviews in which there are repeat
deficiencies or significant deficiencies that have occurred on two or more prior
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96m96p-1

reviews the reviewer should state in the current report that, “this deficiency
[or significant deficiency, as applicable] was noted on previous reviews.”

A firm that repeatedly receives peer reviews with consistent deficiencies or
significant deficiencies that are not corrected may be deemed as a firm
refusing to cooperate. For such firms that fail to cooperate, the AICPA Peer
Review Board may decide, pursuant to fair procedures that it has established,
to appoint a hearing panel to consider whether the firm’s enrollment in the
AICPA peer review program should be terminated or some other action taken.
Therefore, it is critical that peer reviewers appropriately identify the
wrderbying—systemic causes of deficiencies and significant deficiencies on
System Reviews and that reporting on System and Engagement Reviews is
appropriate.

Quest:on—Paragraphs 96(149@) and 122(m_) of the standards mstruct a-team
: the
peer reviewer to mcludc for reports with a peer review rating of pass with

deficiency(ies) or fail, descriptions ¢systemieaty-written—tra-System-Review)

of the deficiencies or significant deficiencies—and—the—reviewingfirm’s
reeornmendations. What is the treatment of FFCs, if any, when these reports

are issued, and how are deficiencies treated for reports with a peer review
rating of fail?

Interpretation—Any findings that are only raised to the level of a FFC remain
in a FFC and are not included in a report with a peer review rating of pass with
deficiency or fail.

A significant deficiency in a System Review is one or more deficiencies that
the peer reviewer has concluded results from a condition in the reviewed
firm’s system of quality control or compliance with it such that the reviewed
firm’s system of quality control taken as a whole does not provide the
reviewed firm with reasonable assurance of performing or reporting in
conformity with applicable professional standards in all material respects.
Such deficiencies are communicated in a report with a peer rating of fail.
Therefore, this is a systemic approach to determining whether the deficiencies
identified meet this significant deficiency threshold. If they do, then a report
with a peer review rating of fail is issued and all of the deficiencies are
considered significant deficiencies and are identified as such. Such a report
would not have a section with “Significant Deficiencies_ldentified in the
Firm’s System of Quality Control” and another section for “Deficiencies
Identified in the Firm's System of Quality Control,” as-because they would all
be categorized as Signifiesnt-significant Peficienetesdeficiencies.

A significant deficiency on an Engagement Review exists when the review
captain concludes that deficiencies are evident on all of the engagements
submitted for review. Such deficiencies are communicated in a report with a
peer review rating of fail. Therefore, on an Engagement Review, all of the
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Considerations

engagements reviewed are considered concerning whether deficiencies were
noted when determining if the significant deficiency threshold is met. If they
do, then a report with a peer review rating with fail is issued and all of the
deficiencies are considered significant deficiencies and are identified as such.
Such a report would not have a section with “Significant Deficiencies
Identified on the Firm’s Conformity With Professional Standards on
Engagements Reviewed” and another section for “Deficiencies_Identified on
the Firm’s Conformity With Professional Standards on Engagements
Reviewed, if applicable,” as—because they would all be categorized as
Sienifieant-significant Pefieteneiesdeficiencies.

Firm Responses and Related Team or Review Captain

.

99-1

Question—FParagraphs .99, and 125 state that it is the fitm’s responsibility to
identify the appropriate remediation of anv findings, deficiencies and
significant deficiencies and to appropriately respond. Should the team or
review captain assist with this assessment?

Interpretation—Although it is ultimately the firm’s responsibility, the team or
review captain and firm should collaborate to determing the response. In'a
Svstem Review. the response will address the appropriate systemic cause and
remedial actions. The team captain should provide information about risks in
the firm’s system of quality control (as identified through the Guidelines for
Review of Quality Control Policies and Procedures in Sections 4500 and

4600).

Ouestion—Paragraphs .99 staies that the firm’s response should include
remedial action and paragraph.98 states that the {irm’s response should be
provided to the team captain as soon as practicable to allow the team captain
sufficient time to assess the firm’s response prior to the exit conference, How
should the reviewed firm respond if it is unable to determine appropriate
remedial actions prior to the exit conference?

Interpretation—If the reviewed firm is _unable to determine appropriate
remediation of weaknesses in its system of quality control and nonconforming
engagements, if applicable, prior to the exit conference, the firm’s response
should indicate interim steps that have been taken and confirm its intent to
remediate when an appropriate response is determined. In these situations. the
RAB considering the review will ordinarilv assign an implementation plan or
corrcetive action for the firm to provide its final remediation.
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97100-1

Question—Paragraphs 97-100 and .1263 of the standards discuss the team
captain or review captain’s responsibility to review_and; evaluate;—and
comment-on the reviewed firm's responses on the FFC form and in the letter
of response prior to its-submission to the administering entity_with the peer
review working papers. What should be considered during that review?

Interpretation—The purpose of the firm’s response on the FFC form and in
the letter of response is for a firm to stipulate, in writing, the specific action(s)
that will be taken to correct findings and deficiencies noted by the reviewer
and, on a System Review, to enhance the current system of quality control. [n
a System Review, Fthe description of the action(s) the firm has taken or will
take should discuss remediation of findings and deficiencies in the system of
quality control and nonconforming engagements. if applicable. to ensure
prevention of recurrence of the finding. deficiency or significant deficiency

diseussed-in-the-report. For System and Engagement Reviews, Tthe action(s)
should be feasible, genuine, and comprehensive, addressing each of the

egmrements m palagraghs 99 and 125 —H%e—le&e%e#—%espeﬁse—sheﬁd—ﬂe{—be

form and letter of response should not be used as a place to indicate
justification for the firm’s actions that related to the deficiency or significant
deficiency.  If the firm’s response is not deemed to be comprehensive,
genuine, and feasible. the technical reviewer or RAB will request a revised

response,

In a System Review,. the team captain may consider failure fo appropriately
remediate findings and deficiencies in the system of quality control and
nonconforming engagements. if applicable, as an indication of a tone at the
top weakness that may result in a deficiency or significant deficiency.




Fulfilling Peer Review Comimittee and Report Acceptance Body

Responsibilities

133a-1

Ouestion—Paragraph .133 of the standards indicates that the committee is
responsible for ensuring that peer reviews are presented to a RAB in a timely
manner, ordinarily within 120 days of the later of receipt of the working papers
and peer review report from the team captain or review captain or, if
applicable. the report with a peer review rating of pass with deficiencies or fail
and the related letier of response from the firm, What is meant by “ordinarily
within 120 days™?

Interpretation—Timelv acceptance of peer reviews is important because
delays may affect both the firm and peer reviewers within the firm. However.
there are circumstances in which delays are unavoidable, including the
following:
a. Determination during_technical review or presentation that an
oversight should be performed

b. Submitted peer review documentation requires significant revisions

¢. _Additional inquiries of the firm or peer review team as a result of the
technical review or presentation

d. Enhanced oversight procedures.
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Publicizing Peer Review Information

146-3

Question—Paragraph .146 states that neither the administering entity nor the
AICPA shall make the results of the review, or other information related to the
acceptance or completion of the review, available to the public, except as
authorized or permitied by the firm under certain circumstances, There are
situations _in_which third parties, ordinarily licensing bodies. request
information related to an ongoing peer review from an administering entity or
the AICPA. What information may an administering entity or the AICPA
provide when such requests are made?

Interpretation—When a firm has authorized the administering entity or the
AICPA in writing to provide specific _information (in addition to the
information in Paragraph .146) to third parties, the following {or similar) types
of objective information about the review may be provided, if known;:

o The date the review is or was scheduled to take place

o The name of the reviewing firm, team captain or review captain

e Ifthe fieldwork on the peer review has commenced

o  The date the exit conference was expected to or did occur

o A copy of any extension approval letters,

s Whether the peer review working papers have been received by the
administering entity

¢  Whether a must select engagement was included in the scope as
required by the Standards

e Ifatechnical review is in process

s Whether the review has been presented to a Report Acceptance Body
RAB

» The date the review is expected to be presented o a RAB

e [fthe firm is going through fair procedures to determine whether it is
cooperating with the peer review

Other written requests by the firm for the administering entity or AICPA to
provide information or documentis to a third party will be considered on a case
by case basis by the administering entity or AICPA. However, neither the
administering entity nor the AICPA will provide information that is subjective
(due to different definitions/interpretations by third parties). even with firm
authorization. such as the following:

e Stating solely that the review is “in _process” or responding to an
inquiry solely regarding what the “general status” of a peer review is.

¢ The peer review report rating prior to the peer review’s acceptance

e Whether the firm, reviewing firm, team captain or review captain are
cooperating (or not cooperating) with the AICPA or administering
entity
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s An indication of the quality or completeness of peer review working
papers received by the administering entity

»  Reasons why peer review working papers, implementation plans, or
corrective actions are late

o Whether a firm is close to submitting documents or completing
implementation plans or corrective aclions

s Reasons for, or the likely outcome if the firm is going through fair
procedures to determine whether it is cooperating with the AICPA or

administering entity.

Paragraph .146 states that the firm should not publicize the results of the
review or distribute copies of the peer review reports to its personnel, clients,
ot others until it has been advised that the report has been accepted (see
interpretations) by the administering entity as meeting the requirements of the
program. Where appropriate, the firm may discuss information in this
Interpretation with third parties at its discretion as long as Paragraph.146 is

complied with.

Firm Representations

208-1-1 Question—Paragraph .208(17) (appendix B) of the standards advises that the
firm is required to make specific representations but is not prohibited from
making additional representations beyond the required representations, in its
representation letter to the team captain or review captain. What parameters
should be used in expanding-tailoring the representation letter?
Interpretation—The representation letter is not intended to be onerous for the
reviewed firm. Allowing reviewers to add or delete whatever they want to the
representation letter would make it very difficult to maintain consistency in
the program, In addition, this becomes a very important issue because a firm’s
failure to sign the representation letter may be considered noncooperation.

However, at a minimum the representation letter should comply with the spirit
of the guidance, there is value to the reviewer of obtaining certain
representations in writing. Thus, if during the review, something comes to the
reviewer’s attention whereby the reviewer believes the reviewed firm is
providing contradicting or questionable information, the reviewer should
investigate the matter further and may consider having the firm include the
matter in the representation letter.

Reviewed firms and reviewers are not permitted to tailor the required
representations unless otherwise stated in paragraph .208 (8) becauge these are
considered the minimum applicable representations for both System and
Engagement Reviews.
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Exhibit 2

Revisions to Standards and Interpretations in Numerical Order

Standard

Retated Topic (Refer to Explanatory Memorandum for Details)

.09

Nonconforming Engagements

A6 - .17

.38

FFC and Report Guidance

.39

.53 -.54

Enhanced Peer Review of the Firm's System of Quality Control

.66 - .67

Nonconforming Engagements

.68 - .72

Enhanced Peer Review of the Firm's System of Quality Control

73

- 74

FFC and Report Guidance

75

-.90

Enhanced Peer Review of the Firm's System of Quality Control

91 -

101

FC and Report Guidance

109

Enhanced Peer Review of the Firm’'s System of Quality Control

113

FFC and Report Guidance

1156 -

A17

A20-

125

27

FFC and Report Guidance

133

Transparency of Review Status

139

142

FFC and Report Guidance

146

Transparency of Review Status

169

Enhanced Peer Review of the Firm's System of Quality Control

178

FFC and Report Guidance

179

183

185

Enhanced Peer Review of the Firm’'s System of Quality Control

190

194 -

197

FFC and Report Guidance

207

Appendix A - Summary Standards

.208

Appendix B - Firm Representation Letter

.208 -

226

FFC and Report Guidance (Report and LCR lllustrations)

Interpretation

Related Topic (Refer to Explanatory Memorandum for Details)

17-1 | FFC and Report Guidance
39-1 | Enhanced Peer Review of the Firm's System of Quality Control
54d-2
66-1 | Nonconforming Engagements
67-1 and 67-2
79-1 | Enhanced Peer Review of the Firm’s System of Quality Control
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Interpretation

Related Topic {Refer to Explanatory Memorandum for Details)

83-1 to 83-3

84-1

Enhanced Peer Review of the Firm's System of Quality Control

21-1

94-1

96n-1 and
96p-1

99-1 and 99-2

100-1

FFC and Report Guidance

133a-1

146-3

Transparency of Review Status

208-1-1

Appendix B - Firm Representation Letter
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OVERVIEW

Tn September and October, the AICPA Board of Directors and the NASBA Board of Directors
each approved for exposure the accompanying changes to the Uniform Accountancy Act and the
Model Rules that would provide for the creation of a Retired-CPA status. Comments on this
proposal are requested by February 2, 2016,

BACKGROUND

The AICPA and NASBA have worked together since 1984 to produce the Uniform Accountancy
Act (UAA) and UAA Model Rules to serve as reference documents for all U.S. states and
jurisdictions as they update their own statutes. They are evergreen documents that are regularly
reviewed and updated by the joint AICPA/NASBA Committee, subject to the final approval of
the two organizations’ board of directors.

For several years, there has been a discussion as to whether or not there should be a Retired-CPA
status in the UAA. Currently, there is an Inactive-CPA status, which simply indicates that a
CPA has chosen not to maintain the requisite amount of continuing professional education and
can no longer hold out as a CPA while his or her CPE is not current. State Boards have come to
NASBA to request guidance on how to recognize both inactive and retired CPAs, With no
uniform approach, a majority of states have adopted their own retired status in their statutes
and/or rules. These variations in state policies have led to inconsistencies in expectations and
treatment of this class of CPAs.

Coupled with these national differences in policy, demographic changes — in particular the wave
of Baby Boomers retiring or preparing to retire — are further driving the debate about the need for
a Retired-CPA status. Indeed, the AICPA estimates that approximately 75% of its members will
be eligible to retire by 2020. Many of these retirees are well-respected business leaders in their
communities who would like to find ways to continue to be of service, without necessarily
remaining an active CPA in practice.

The UAA Committee has debated and reviewed this matter and is recommending the creation of
a uniform Retired-CPA status. Furthermore, it would like to allow those Retired-CPAs to offer a
limited array of volunteer, uncompensated services to the public.

THE PROPOSAL
The UAA Committee is recommending that Inactive CPAs, at least age 55, be allowed to:

e Refer to themselves as “Retired-CPA” with appropriate registration with their State
Board

e Offer volunteer tax preparation services if competent

e Participate in government-sponsored business mentoring programs if competent

e Serve on the board of a non-profit organization if competent.
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All of these activities would be uncompensated and are activitics that can currently be offered by
non-CPAs. Examples of these velunteer programs include the IRS’s Volunteer Income Tax
Assistance (VITA) program and the Small Business Administration’s SCORE business
mentoring program. Under no circumstances could the Retired-CPA provide services that
require signature and use of the CPA ftitle.

Furthermore, Retired-CPAs would be required to affirm to State Boards of Accountancy that
they: (1) understand the scope of limitations on what services they offer, (2) agree not to use
their retired status in any way which could be misleading, and (3) maintain professional
competency, without a specific CPE requirement, when offering any of the permitted volunteer
services.



TEXT OF PROPOSED STATUTE REVISIONS

Note: The material set out below is the proposed statutory text and commentary of the relevant
UAA provisions, The proposed language to be added is underlined.

Section 6(d):

(d) For renewal of a certificate under this Section each licensee shall participate in a
program of learning designed to maintain professional competency. Such program of
learning must comply with rules adopted by the Board. The Board may by rule create an
exception to this requirement for certificate holders who do not perform or offer to
perform for the public one or more kinds of services invelving the use of accounting or
auditing skills, including issuance of reports on financial statements or of one or more
kinds of management advisory, financial advisory or consulting services, or the
preparation of tax returns or the furnishing of advice on tax matters. Licensees granted
such an exception by the Board must place the word “inactive” adjacent to their CPA title
or PA title on any business card, letterhead or any other document or device, with the
exception of their CPA certificate or PA registration, on which their CPA or PA title
appears. In addition, inactive CPAs, at least 55 years of age, may. in lieu of "inactive'',
place the word “retired” adjacent to their CPA title or PA title on any business card,
letterhead or any other document or device, with the exception of their CPA certificate or
PA registration, on which their CPA or PA title appears. Nothing in this section shall
preclude an inactive CPA, at least 55 vears of age, from providing the following volunteer,
uncompensated services; tax preparation services, participating in a government-
sponsored business mentoring program, or serving on the board of directors for a non-
profit organization. Licensees may only convert to inactive status if they hold a license in

good standing .

COMMENT: A licensee is deemed competent to serve the public when he or she initially meets
the requirements for licensure. However, a dynamic professional environment requires a licensee
to continuously maintain and enhance his or her knowledge, skills and abilities. The board of
accountancy may specify any reasonable approach to meeting this requirement using as a
guideline the Statement on Standards for Continuing Professional Education (CPE) Programs
jointly approved by the National Association of State Boards of Accountancy {(NASBA) and the
American Institute of Certified Public Accountants (AICPA). Furthermore, this section
acknowledges that CPAs may, for a number of different reasons, place their license in

inactive status and not continue with CPE requirements. In order to protect the public,
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these CPAs should not use their “inactive CPA” status to continue to perform or offer to
perform professional services. However, for CPAs who go inactive because they are at th
end of their careers, this provision offers an exception to ensure that they can continue to
offer a limited number of volunteer, uncompensated services to the public (such as
participation in the Internal Revenue Service’s Volunteer Income Tax Assistance (VITA)
program and the Small Business Administration’s SCORE program). These services are
narrow in scope, may be offered by non-CPAs, and the provision acknowledges that these
CPAs still have much to contribute to their communities during retirement. In order to
protect the public the board of accountancy may consider requiring these CPAs to affirm
their understanding of the limited types of activities in which they may engage while in
inactive CPA status and their understanding that they have a professional duty to ensure

L)

that thev hold the professional competencies necessary to offer these limited services.




TEXT OF PROPOSED RULES REVISIONS BY ARTICLE

Note: The material set out below is the proposed rules text and commentary of the relevant UAA
provisions. The proposed language to be added is underlined, and proposed deleted language is
stricken-through.

Rule 6-7 — Exceptions.

(a) The Board may make an exception to the requirement set out in Rule 6-4(2) for a licensee
who is inactive or who does not perform or offer to perform for the public one of more
kinds of services involving the use of accounting or auditing skills, including the issuance
of reports on financial statements or other compilation communication, or of one or more
kinds of management advisory, financial advisory or consulting services, or the preparation
of tax returns or the furnishing of advice on tax matters.

(b) The Board may in particular cases make exceptions to the requirements set out in Rule 6-
4(a) for reasons of individual hardship including health, military service, foreign residence,
or other good cause. At the time the exception is granted and for as long as the license
remains in “inactive” or “retired” status, the license, and any other license issued by
another state, must be in_good standing and not be revoked, suspended, refused
renewal, subject to revoked or limited privileges under Section 23, or under any other
sanction. Nothing herein shall be construed to limit the Board’s disciplinary authority
with regards to a license in “inactive” or “retired” status.

(¢} Licensees granted such an exception by the Board must place the word “inactive” adjacent
to their CPA title or PA title on any business card, letterhead or any other document or
device, with the exception of their CPA certificate or PA registration, on which their CPA
or PA title appears. Licensees granted the exception who are at least fifty-five (35)
years of age may replace “inactive” with “retired.” Any of these terms must not be
applied in such a manner that could likely confuse the public as to the current status
of the licensee.




(d) Licensees granted the use of “inactive” or “retired” must affirm in writing their
understanding of the limitations placed on them by being given an exception from
CPE.

(¢) Licensees granted the use of “inactive” or “retired” may provide volunteer,
uncompensated services to their community, to the extent provided in statute, unless
such involvement could likely mislead the public as to the ongoing competence or
status of such licensee. Licensees providing such volunteer, uncompensated services

still have the responsibility to _maintain _professional competence relative to the

volunteer services they provide even though excepted from the specific CPE
requirements of Rule 6-4(a).

(f) Licensees granted the use of “inactive” or “retired” may not sign documents using
CPA with_any of these terms attached when rendering one of the services allowed
under UAA§A6(d) [volunteer, uncompensated services to the public or serving on the
board of directors for a non-profit organization]. As UAA§6(d) provides, an inactive
or retired licensee cannot_offer or render professional services that require their
signature and use of the CPA title either with or without “inactive” or “retired”
attached.

(2) Licensees granted an exception by the Board must comply with a re-entry competency
requirement defined by the Board as set out in Rule 6-4(c) before they may discontinue use
of the word “inactive” in association with their CPA or PA title.



