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Meeting Minutes
SOUTH DAKOTA BOARD OF ACCOUNTANCY
_ Conference Call
March 24, 2020 8:30 a.m. CT

Chair Budahl called the meeting to order at 8:31 a.m. Nicole Kasin called the roll. A quorum
was present.

Members Present: Marty Guindon, David Pummel, Jeff Smith, Jeff Strand, and Deidre
Budahl.

Member Not Present: Jay Tolsma

Others Present: Nicole Kasin, Executive Director, Julie Iverson, Sr. Secretary, and Graham
Oey, Staff Attorney.

Chair Budahl asked if there were any additions to the agenda;
Addition to Firm Permits

Addition to Executive Director's report

Addition to Peer Review

Jeff Strand made a motion to approve the agenda. Jeff Smith seconded the motion. A roll call
© vote was taken. MOTION PASSED. (Guindon-yea; Pummel-yea; Smith-yea; Strand-yea; Budahl-

yea)
The chair opened the floor for public comment. No comments were received.

Marty Guindon made a motion to approve the January 22, 2020, meeting minutes. David Pummel
seconded the motion. A roll call vote was taken. MOTION PASSED. (Guindon-yea; Pummel-yea;
Smith-yea; Strand-yea; Budahl-yea)

Jeff Strand made a motion to approve the issuance of certificates and firm permits through
March 18, 2020. David Pummel seconded the motion. A roll call vote was taken. MOTION
PASSED. (Guindon-yea; Pummel-yea; Smith-yea; Strand-yea; Budahl-yea)

Marty Guindon made a motion to approve the financial statements through February 2020. Jeff
Smith seconded the motion. A roll call vote was taken. MOTION PASSED. (Guindon-yea;
Pummei-yea; Smith-yea; Strand-yea; Budahl-yea)

The Board discussed the NASBA Western Regional Meeting which will be held in Colorado
Springs, CO on June 2-4, 2020.

Marty Guindon made a motion to approve the travel for the Executive Director and board
members to attend the NASBA Western Regional Conference held in Colorado Springs, CO on
June 2-4, 2020. David Pummel seconded the motion. A roll call vote was taken. MOTION
PASSED. (Guindon —yea; Pummel-yea; Smith-yea; Strand-yea; Budahl-yea)

Executive Director Kasin discussed her report on the NASBA Committee interest, the NASBA
ED/Legal Counsel virtual conference, CPE reporting project with GL, and CPE questions and the
CPA Exam changes due to COVID-19.

Jeff Strand made a motion to approve the courses that were NASBA approved as Group Live
and moved to Group Internet Based due to COVID-19 taken from March 9, 2020 to June 30,




2020. Marty Guindon seconded the motion. A roll cali vote was taken. MOTION PASSED.
(Guindon-yea; Pummel-yea; Smith-yea; Strand-_yea; Budahl-yea)

The Board discussed the AICPA Board of Examiners Meeting Highlights from January 29, 2020
and the Maintaining the Relevance of the Uniform CPA Examination exposure draft.

The Board discussed the NASBA Board of Directors meeting minutes from October 25, 2019
and October 29, 2019; the Board of Directors Meeting Highlights from January 17, 2020, and the
Executive Summary and Regional Directors’ Focus Questions January 2020.

The Board answered the NASBA Quarterly Focus Questions.

Marty Guindon made a motion to enter executive session for the deliberative process for peer
reviews and follow-ups. David Pummel seconded the motion. A roli call vote was taken. MOTION
PASSED (Guindon-yea; Pummel-yea; Smith-yea; Strand-yea; Budahl-yea)

The Beard came out of executive session.

Jeff Strand made a motion to accept the peer reviews and follow-ups as discussed in executive
session. David Pummel seconded the motion. A rolt call vote was taken. MOTION PASSED
(Guindon-yea; Pummel-yea; Smith-yea; Strand-yea; Budahl-yea)

FUTURE MEETING DATES (all times CT)

April 28, 2020 — 9:00 a.m. conference call

June 10, 2020 — 9:00 a.m. conference call

July 22, 2020 - 9:00 a.m. conference call

August 20, 2020 — 8:30 a.m. Board office, Sioux Falls

David Pummel made a motion to adjourn the meeting. Marty Guindon seconded the motion. A
roll call vote was taken. MOTION PASSED (Guindon-yea; Pummel-yea; Smith-yea; Strand-
yea; Budahl-yea)

All business having come before the board was concluded and Chair Deidre Budahl adjourned
- the meeting at 9:29 a.m.

LR

Deidre Budahl, CPA, Chair
A - ﬁn/;

Attest:/ LN S y A

~ Nicole Kasin, Executive Director e ith, Sec/Treasurer




CERTIFIED PUBLIC ACCOUNTANT CERTIFICATES
BOARD COPY

Issued Through April 21, 2020
Number Name Date Issued Location

3470 Angela Lee Ayres 3/23/20 Alexandria, MN
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AGENCY: 106 LABOR & REGULATION
BUDGET UNIT: 1031 BOARD OF ACCOUNTANCY

COMPANY CENTER ACCCUNT

6503 103100061802 1140000
COMPANY/SOURCE TOTAL 6503 618
COMFP/BUDG UNIT TOTAL 6503 1031
BUDGET UNIT TOTAL 1031

STATE OF SCOUTH DAKOTA

CASH CENTER BALANCES

AS OF:

03/31/2020

BALANCE
402,218.67
402 ,218.67
402,218.67
402,218.67

DR/CR
PR
DR *
DR %%

DR **%

PAGE 124
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BOARD OF ACCOUNTANCY



STATE OF SOUTHE DAKOTA

MONTHLY EXPENDITURE REPORT
FOR PERIOD ENDING: 03/31/2020

BAD205A5 04/04/2020
AGENCY 10 LABOR & REGULATION
BUDGET UNIT 1031 BOARD OF ACCOUNTANCY
CENTER-5 10310 BOARD OF ACCOUNTANCY
DOCUMENT
coMp CENTER ACCOUNT NUMBER
COMPANY NO 6503
COMPANY NAME PROFESSIONAL & LICENSING BOARDS
6503 103100061802 51010100 CGEX200311
OBJSUB: 5101010 F-T EMP SAL & WAGES
6503 103100061802 51010200 CGEX200311
OBJSUB: 5101020 P-T/TEMP EMP SAL & WAGES
OBJECT : 5101 EMPLOYEE SALARIES
6503 103100061802 51020100 CGEX200311
OBJSUB: 5102010 OASI-EMPLOYER'S SHARE
6503 103100061802 51020200 CGEX200311

OBJSUB: 5102020 RETIREMENT-ER SHARE
6503 103100061802 51020600 CGEX200311
OBJSUB: 5102060 HEALTH/LIFE INS.-~ER SHARE
6503 103100061802 51020800 CGEX200311
OBJSUB: 5102080 WORKER'S COMPENSATION
6503 103100061802 51020900 CGEX200311
OBJSUB: 5102090 UNEMPLOYMENT COMPENSATION
OBJECT: 5102 EMPLOYEE BENEFITS

GROUP: 51 PERSONAL SERVICES

6503 103100061802 52032600 CCEX200327
OBJSUB: 5203260 ATR-COMM-OUT-OF-STATE
- OBJECT: 5203 TRAVEL
6503 103100061802 52041800 DP002094
OBJSUB: 5204180 COMPUTER SERVICES-STATE
6503 103100061802 52042000 PL002060

OBJSUB: 5204200
103100061802 52042200

CENTRAL SERVICES

6503 IN707580

EQUIPMENT SERV & MAINT
20106 JUL-JUN 20

OBJSUB: 5204220
6503 103100061802 52042300

OBJSUB: 5204230
103100061802 52044600

JANITORIAL & MAINT SERV
6503 N8174924
OBJSUB: 5204460

103100061802 52044900

EQUIPMENT RENTAL

6503 ACCOUNTRENT19-20

OBJSUB: 5204490 RENTS-PRIVATE OWNED PROP.

POSTING
DATE
03/18/2020

03/18/2020

03/18/2020
03/18/2020
03/18/2020
03/18/2020

03/18/2020

03/27/2020

03/25/2020
03/27/2020
03/11/2020
03/25/2020
03/04/2020

03/13/202¢0

JV APPVL #,
OR PAYMENT #

300831

02331860

117926

00638962

142642

SHORT
NAME

ABBUSINESS

SUNSETOFFI

MAILFINANC

MCGINNISRO

VENDOR
NUMBER

12036980

12043890

12219369

12074040

VENDOR
GROUP
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STATE OF SOUTH DAKOTA
MONTHLY EXPENDITURE REPORT
FOR PERIOD ENDING: 03/31/2020

BAQ205A5 04/04/2020
AGENCY 10 LABOR & REGULATION
BUDGET UNIT 1031 BOARD OF ACCOUNTANCY
CENTER-5 10310 BCARD OF ACCOUNTANCY
DOCUMENT
COMP CENTER ACCOQUNT NUMBER
€503 103100061802 52045300 TLO02154
6503 103100061802 52045300 8381416X02242020
6503 103100061802 52045300 8381416X03242020
CBJSUB: 5204530 TELECOMMUNICATIONS SRVCS
6503 103100061802 52045400 5158417006 0220
6503 103100061802 52045400 5158417006 0320
OBJSUB: 5204540 ELECTRICITY
6503 103100061802 52045900 042520
OBJSUB: 5204590 INS PREMIUMS & SURETY BDS
6503 103100061802 52047400 CI100a-024
OBJSUB: 5204740 BANK FEES AND CHARGES
6503 103100061802 52049600 339
OBJSUB: 5204960 OTHER CONTRACTUAL SERVICE
OBJECT: 5204 CONTRACTUAI, SERVICES
6503 103100061802 52050280 0450145
6503 103100061802 52050280 2059192 JaN20
6503 103100061802 52050280 3439823695 + |
OBJSUB: 3205028 OFFICE SUPPLIES
OBJECT: 5205 SUPPLIES & MATERIALS
6503 103100061802 520790100 XGJ1835
OBJSUB: 5207901 COMPUTER HARDWARE
OBJECT: 5207 CAPITAL OUTLAY
6503 103100061802 5228000 T100-132
OBJSUB: 5228000 OPER TRANS QUT -NON BUDGT
OBJECT: 5228 NONOP EXP/NONBGTD OF TR
GROUP : 52 OPERATING EXPENSES
COMP: 6503
CNTR: 103100061802
B. UNIT: 1031

gy

POSTING
DATE

03/27/2020
03/06/2020
04/01/2020

03/06/2020
04/01/2020

03/04/2020
03/11/2020

03/11/2020

03/04/2020
03/06/2020
03/06/2020

04/01/2020

03/04/2020

JV AFPVL #,

OR PAYMENT #

00026883
00027498

02331310
02334257

00638430
242064

00639824

00638909
00639415
00639625

02334242

SHORT
NAME

ATTMOBILIT
ATTMOBILIT

XCELENERGY
XCELENERGY

CNASURETY

NATLASSNST

HPINC
ECOWATER
STAFPLESADV

CDWGOVERNM

VENDOR
NUMBER

12279233
12279233

12023853
12023853

12018098

12005047

12125515
12035896
12163692

12018139

VENDCR
GROUP

11
01

01

PAGE

AMOUNT

124.22
50.85
50.85

225.92
- 100.40
74.19

174.59
50.00

50.00
55.31

55.31
3,120.55

3,120.55
6,443.08
.41
22.35
104.39

127.15
127.15
179.07

179.07
179.07
538.88

538.88
538.88
7,964.58
132,476.66
13,476.66
132,476.66
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DR/
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DR
DR

DR *
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DR *
DR **
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DR
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DR *
DR **
DR
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DR **
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South Dakota Board of Accountancy

Balance Sheet
As of March 31, 2020

Mar 31, 20
ASSETS
Current Assets i
Checking/Savings :
1130000 - Local Checking - Great Western 384.53 !
1140000 - Pool Cash State of SD 402,218.67 :
Total Checking/Savings ‘ 402,603.20 ]
Other Current Assets ;
1131000 - Interest Income Receivable : 18,765.30
1213000 - Investment Income Receivable 2,557.09
Total Other Current Assets 21,322.39
Total Current Assets - 423,925.59
Fixed Assets
1670000 - Computer Software
Original Cost 34,075.00
1770000 - Depreciation -10,885.26
Total 1670000 - Computer Software 23,189.74
Total Fixed Assets 23,189.74
TOTAL ASSETS 447,115.33 .
LIABILITIES & EQUITY ;
Liabilities :
Current Liabilities !
Accounts Payable |
2110000 - Accounts Payabie 4,167.51
Total Accounts Payable 4167.51
Other Current Liabilities
2430000 - Accrued Wages Payable : 9,048.39
2810000 - Amounts Held for Others 15,1286.01
Total Other Current Liabilities 24172.40
Total Current Liabilities 28,339.91
Long Term Liabilities
2960000 - Compensated Absences Payahble 25,918.05
Total Long Term Liabilities 25,918.05
Total Liahilities 54,257.96
Equity -
3220000 - Net Position 294,635.00
3300100 - invested In Capital Assets 23,190.02
3900 - Retained Earnings 24,442 67
MNet Income 50,589.68 i
Total Equity 392,857.37
TOTAL LIABILITIES & EQUITY 447 115.23

Page 1



South Dakota Board of Accountancy

Profit & Loss Budget vs. Actual \'
July 2019 through March 2020

Jul '19 - Mar 20 Budget $ Over Budget % of Budget
Ordinary Income/Expense
Income
4293550 - Initfal Individual Certificate 4,735.00 2,500.00 2,235.00 189.4%
4293551 - Certificate Renewals-Active 62,940.00 62,500.00 440.00 100.7%
4293552 - Certificate Renewals-Inactive
5208014 - REFUNDS -40.00
4293552 - Certificate Renewals-Inactive - Other 19,750.00 21,000.00 -1,250.00 94.0%
Total 4293552 - Certificate Renewals-Inactive 19,710.00 21,000.00 -1,280.00 93.9%
4293553 - Certificate Renewals-Retired 1,240.00 1,400.00 -160.00 88.6%
4293554 - Initial Firm Permits 500.00 700.00 -200.00 71.4%
4293585 - Firm Permit Renewals 11,050.00 14,500.00 -3,450.00 76.2%
4293557 - Initial Audit 180.00 900.00 -720.00 20.0%
4293558 - Re-Exam Audit 1,320.00 2,460.00 -1,140.00 53.7%
4293560 - Late Fees-initial Certificate 50.00
4293561 - Late Fees-Certificate Renewals
5208006 - REFUNDS -100.00
4293561 ' Late Fees-Certificate Renewals - Other 2,850.00 3,000.00 -150.00 95.0%
Total 4293561 - Late Fees-Certificate Renewals 2,750.00 3,000.00 -250.00 91.7%
4293562 - l.ate Fees-Firm Permits 0.00 0.00 0.00 0.0%
4293563 - Late Fees-Firm Permit Renewals 300.00 500.00 -200.00 60.0%
4293564 - Late Fees-Peer Review 500.00 1,300.00 -800.00 38.5%
4293566 - Firm Permit Owners 114,460.00 109,000.00 . 5,480.00 105.0%
4293567 - Peer Review Admin Fee 150.00 5,500.00 -5,350.00 27%
4233568 - Firm Permit Name Change 150.00 100.00 50.00 150.0%
4293569 - Initial FAR 390.00 1,140.00 -750.00 34.2%
4293570 - Initial REG 300.00 660.00 -360.00 45.5%
4293571 - Initai BEC 180.00 930.00 -750.00 19.4%
4293572 - Re-Exam FAR 1,080.00 1,860.00 -780.00 58.1%
4293573 - Re-Exam REG 1,350.00 2,310.00 -960.00 58.4%
4293574 - Re-Exam BEC 1,110.00 2,310.00 -1,200.00 48.1%
4491000 - Interest and Dividend Revenue 9,932.08 5,000.00 4,932.08 198.6%
4896021 - Legal Recovery Cost 1,150.00 1,000.00 150.00 115.0% i
4950000 - Prior Period Refund Account 0.00 0.00 0.00 0.0% ‘
Total Income 235,527.08 240,570.00 -5,042.92 97.9% r*
Gross Profit 235,527.08 240,570.00 -5,042.92 97.9% 0
Expense .
5101010 - F-T Emp Sal & Wages 47,974.49 82,258.00 -34,283.51 58.3%
5101020 - P-T/Temp Emp Sal & Wages 27,212.92 43,000.00 -15,787.08 63.3%
5101030 - Board & Comm Mbrs Fees 3,720.00 4,739.00 -1,019.00 78.5%
5102010 - QASI-Employer's Share 5,383.31 9,582.00 -4,198.69 56.2% :
5102020 - Retirement-ER Share 4,257.96 7.515.00 : -3,257.04 56.7% E
5102060 - Health /Life Ins.-ER Share 15,562.53 8,470.00 7,092.53 183.7% E
5102080 - Worker's Compensation 97.74 213.00 -115.26 45.9% t
5102090 - Unemployment Insurance 33.07 125.00 -91.93 26.5%
5203010 - Auto--State Owned ) 47.79 400.00 -352.21 11.9%
5203020 - Auto-Private-Ownes Low Mileage 104.42 400.00 -295.58 26.1%
5203030 ' In State-Auto- Priv. High Miles 749.28 1,500.00 -750.72 50.0%
5203100 - In State-Lodging : 338.00 1,000.00 -662.00 33.8%
5203120 - In State-Incidentals to Travel 0.00 100.00 -100.00 0.0% E
5203140 - InState-Tax Meals Not Overnigt 0.00 100.60 -100.00 0.0%
5203150 - InState-Non-Tax Meals OverNight ) 138.00 400.00 -262.00 34.5%
5203220 - OS-Auto Private Low Mileage 0.00 100.00 -100.00 0.0%
5203260 - OS-Air Commercial Carrier 3,693.93 6,500.00 -2,806.07 56.8% E
5203280 : OS-Cther Public Carrier 147.56 700.00 -552.44 21.1% [
5203300 - OS-Lodging 4,109.43 9,000.00 -4,890.57 45.7% L
5203320 - OS-Incidentals to Travel 274.00 500.00 -226.00 54 8% [
5203350 - OS-Non-Taxable Meals Overnight 416.00 1,000.00 -584.00 41.8% ‘L
5204010 - Subscriptions 363.83 1,000.00 -636.17 36.4% |
5204020 - Dues and Membership Fees 3,230.00 3,900.00 -670.00 82.8% ;
5204030 - Legal Document Fees 0.00 300.00 -300.00 0.0%

5204040 - Consultant Fees-Accounting 5,200.00 7,300.00 -2,100.0Q 71.2%



South Dakota Board of Accountancy

Profit & Loss Budget vs. Actual
July 2019 through March 2020

Jul "19 - Mar 20 Budget $ Over Budget % of Budget
5204050 - Consultant Fees - Computer 11,064.17 15,000.00 -3,035.83 73.8%
5204080 - Consultant Fees--Legal 0.00 0.00 0.00 0.0%
5204160 - Workshop Registration Fees 4,396.44 6,500.00 -2,103.56 67.6%
5204180 - Computer Services-State 3,748.35 5,000.00 -1,251.65 75.0%
5204181 : Computer Development Serv-State 274.51 2,000.00 -1,725.48 13.7%
5204200 - Central Services 5,842.66 9.000.00 -3,157.34 64.9%
5204220 - Equipment Service & Maintenance 49.69 300.00 -250.31 16.6%
5204230 - Janitorial/Maintenance Services 1,257.01 1,700.00 -442.99 73.9%
5204340 - Computer Software Maintenance : 0.00 2,000.00 -2,000.00 0.0%
5204360 - Advertising-Newspapers 0.00 1,000.00 -1,000.00 0.0%
5204440 - Newsletter Publishing 0.00 100.00 -100.00 0.0% ;
5204460 - Equipment Rental 2,520.00 4,000.00 -1,480.00 63.0% [
5204490 - Rents Privately Owned Property 13,807.50 16,235.10 -2,427 .60 85.0%
5204510 - Rent-Other 0.00 500.00 -500.00 0:0%
5204530 - Telecommunications Services 1,641.23 4,500.00 -2,958.77 34.2%
5204540 - Electricity 753.39 865.00 -111.61 87.1% 1
5204560 - Water 89.40 240.00 - -150.60 37.3% :
5204590 - Insurance Premiums/Surety Bonds 50.00 1,710.00 -1,660.00 2.9%
5204740 - Bank Fees and Charges 4,874.12 6,500.00 -1,625.88 : 75.0%
5204960 - Other Contractual Services 883.43 24 000.00 -23,116.57 3.7%
5205020 - Office Supplies 614.19 3,000.00 -2,385.81 20.5%
6205028 - OFFICE SUPPLIES-2 6.99 0.00 6.99 100.0%
5205310 - Printing State 0.00 250.00 -250.00 0.0%
5205320 - Printing/Duplicating/Binding Co 131.10 1,000.00 -868.90 13.1%
5205330 - Supplemental Publications 0.00 700.00 -700.00 0.0%
5205340 - Microfilm Supplies/Materials . 0.00 0.00 0.00 0.0%
5205350 - Postage 0.0¢ 2,000.00 -2,000.00 0.0%
5207430 - Office Machines 0.00 100.00 -100.00 0.0%
§207900 - Computer Hardware 653.40 6,800.00 -6,146.60 9.6% :
5207950 - System Development 0.00 1,000.00 -1,000.00 0.0% ,
5207955 - Computer Hardware Other 0.00 500.00 -500.00 0.0%
5207960 - Computer Software Expense 179.07 500.00 -320.93 35.8% f
5228000 - Operating Transfers Out-NonBudg 4,887.15 6,000.00 -1,112.85 81.5% :
5228030 - Depreciation Expense 4,259.34 5,679.12 -1,419.78 75.0%
Total Expense 184,937.40 318,781.22 -133,843.82 58.0% :
Net Ordinary Income 50,5869.68 -78,211.22 128,800.90 -64.7% ‘
Net Income : 50,589.68 -78,211.22 128,800.90 -64.7%

!



South Dakota Board of Accountancy
PREVIOUS YEAR MONTHLY COMPARISON

Ordinary Income/Expense
Income

4293550 -
4293554
4283555 -
4293557 -
4293558 -
4293564 -
4293566 -
4293567 -
4293568 -
4293569 -
4293570 -

4293571
4293572
4203573
4293574
4896021

4950000 -

Total Income

Gross Profit

Expense

5101010 -
5101020 -
5102010 -
5102020 -
5102060 -
£102080 -
5102090 -
5203260 -

5204010
5204020
5204180
5204200

5204220 -
5204230 -
5204460 -
5204490 -
5204530 -
5204540
§204560 -
5204740 -
5204960 -
5205020 -
5205028 -
52056320 -
5205350 -
5207490 -
5207960 -
5228000 -
5228030 -

Total Expense

Net Ordinary Income

Net Income

March 2020
Mar 20 Mar 19 $Change % Change
Initial Individual Certificate 125.00 200.00 -75.00 -37.5%
Initial Firm Permits 50.00 0.00 50.00 100.0%
Firm Permit Renewals 0.00 50.00 -50.00 -100.0%
Initial Audit 30.00 60.00 -30.00 -50.0%
Re-Exam Audit 30.00 316.12 -286.12 -90.5%
Late Fees-Peer Review 50.00 950.00 -800.00 -94.7%
Firm Permit Qwners 195.00 1,600.00 -805.00 -80.5%
Peer Review Admin Fee 75.00 75.00 0.00 0.0%.
Firm Permit Name Change 25.00 0.00 25.00 100.0%
Initiaf FAR 60.00 60.00 0.00 0.0%
Initial REG 30.00 30.00 0.00 0.0%
- Inital BEC 0.00 30.00 -30.00 -100.0%
- Re-Exam FAR 90.00 270.00 -180.00 -66.7%
- Re-Exam REG 120.00 60.00 60.00 100.0%
* Re-Exam BEC 60.00 270.00 -210.00 -77.8%
' Legal Recovery Cost 550.00 1,100.00 -550.00 -50.0%
Prior Period Refund Account 0.00 278.75 -278.75 -100.0%
1,490.00 4,749.87 -3,259.87 -68.6%
1,490.00 4,749.87 -3,259.87 -68.6%
F-T Emp Sal & Wages 2,612.32 5,457.91 -2,845.59 -52.1%
P-TiTemp Emp Sal 8 Wages 1,526.43 3,039.32 -1,512.88 -49.8%
OASI-Employer's Share 280.46 584.02 -303.56 -52.0%
Retirement-ER Share 226.55 471.02 -244 47 -51.9%
Health /Life Ins.-ER $hare 859.11 1,488.91 -629.80 -42.3%
Worker's Compensation . 5.38 17.89 -12.51 -69.9%
Unemployment Insurance 1.83 1.90 -0.07 -3.7%
08-Air Commercial Carrier 676.40 0.00 676.40 100.0%
- Subscriptions 0.00 278.75 -278.75 -100.0%
- Dues and Membership Fees 30.00 0.00 30.00 100.0%
- Computer Services-State 0.00 1,182.92 -1,182.92 -100.0%
- Central Services - 141.28 126.89 14.39 11.3%
Equipment Service & Maintenance 321 2.73 0.48 17.6%
Janitorial/Maintenance Services 139.67 136.83 2.74 2.0%
Equipment Rental 79.00 79.00 0.00 0.0%
Rents Privately Owned Property 1,380.75 2,761.50 -1,380.75 -50.0%
Telecommunications Services 50.85 50.78 0.07 0.1%
Electricity 74.19 85.78 -11.59 -13.5%
Water 0.00 22.35 -22.35 -100.0%
Bank Fees and Charges 27.10 . 92.09 -64.99 -70.6%
Other Contractual Services 0.00 173.00 -173.00 -100.0%
Office Supplies 51.04 0.00 51.04 100.0%
OFFICE SUPPLIES-2 0.41 405.20 -404.79 -99.9%
Printing/Duplicating/Binding Co 2415 37.95 -13.80 -36.4%
Postage 0.00 13.10 -13.10 -100.0%
Telephone Equipment 0.00 706.00 -706.00 -100.0%
Computer Software Expense 179.07 0.00 179.07 100.0%
Operating Transfers Out-NonBucg 538.88 596.04 -57.16 -9.68%
Depreciation Expense 473.26 473.26 0.00 0.0%
9,381.34 18,285.24 -8,903.90 -48.7%
-7,891.34 -13,535.37 5,644.03 41.7%
-7,891.34 -13,535.37 5,644,03 MN.7%
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South Dakota Board of Accountancy

PREVIOUS YEAR TO DATE MONTHLY COMPARISON
July 2019 through March 2620

Ordinary iIncome/Expense

income

4293550 -
- Certificate Renewals-Active
4293552 -
4293553 -
4293554 -
4293555 -
4293657 -
4293558 -
4293560 -

4293551

4293561

4293570
4293571
4293572
4293573

4491000
4856021
4850000

Initial Individual Certificate

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
4293563 -
4293564 -
4293566 -
4293567 -
4293568 -
4293569 -
- Initial REG

- Inital BEC

* Re-Exam FAR
- Re-Exam REG
4293574 -
* Interest and Dividend Revenue
- Legal Recovery Cost

- Prior Period Refund Account

l.ate Fees-Firm Permit Renewals
Late Fees-Peer Review

Firm Permit Owners

Peer Review Admin Fee

Firm Permit Name Change
Initial FAR

Re-Exam BEC

Total Income

Gross Profit
Expense

5101010 -
5101020 -
5101030 -
5102010 -
5102020 -
51020860 -
5102080 -
5102080 -
5203010 -
5203020 -
5203030 -
5203100 -
5203120 -
5203140 -
5203150 -
5203230 -
5203260 -
5203280 -
5203300 -
5203320 -
5203350 -
5204010 -
5204020 -
5204040 -
5204050 -
5204160 -
5204180 -

5204181

5204340
5204360
5204460
5204490

F-T Emp Sal & Wages

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

In State-Lodging

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

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

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

» Computer Development Serv-State
5204200 -
5204220 -
5204230 -

Central Services
Equipment Service & Maintenance
Janitorial/Maintenance Services

- Computer Software Maintenance
- Advertising-Newspapers

- Equipment Rental

* Rents Privately Owned Property

Jul *19 - Mar 20 Jul '18 - Mar 19 $ Change % Change
4,735.00 2,275.00 2,460.00 108.1%
62,940.00 63,040.00 -100.00 -0.2%
19,710.00 20,300.00 -580.00 -2.9%
1,240.00 1,300.00 -60.00 -4 6%
500.00 750.00 -250.00 -33.3%
11,050.00 14,000.00 -2,950.00 -21.1%
180.00 420.00 -240.00 -57.1%
1,326.00 1,726.12 -406.12 -23.5%
50.00 50.00 0.00 0.0%
2,750.00 3,000.00 -250.00 -8.3%
300.00 850.00 -850.00 -68.4%
500.00 1,600.00 -1,100.00 -68.8%
114,460.00 111,325.00 3,135.00 2.8%
150.00 825.00 -575.00 -81.8%
150.00 75.00 75.00 100.0%
390.00 840.00 -450.00 -53.6%
300.00 540.00 -240.00 -44. 4%
180.00 300.00 -120.00 -40.0%
1,080.00 1,650.00 -570.00 -34.6%
1,350.00 1,500.00 -150.00 -10.0%
1,110.00 1,710.00 -600.00 -35.1%
9,832.08 5,660.71 4,271.37 75.5%
1,150.00 2,350.00 -1,200.00 -51.1%
0.00 278.75 -278.75 -100.0%
235,527.08 236,465.58 -938.50 -0.4%
235,527.08 236,465.58 -938.50 -0.4%
47974.49 47,539.69 434.80 0.9%
27,212.92 27,023.77 188.15 0.7%
3,720.00 3,060.00 660.00 21.6%
5,383.31 5,350.84 32.47 0.6%
4,257.96 4.321.56 -63.60 -1.5%
15,662.53 13,423.34 2,139.19 15.9%
97.74 140.76 -43.02 -30.6%
33.07 20.39 12.68 62.2%
47.79 61.59 -13.80 -22.4%
104.42 338.56 -234.14 -69.2%
749.28 906.36 -157.08 -17.3%
338.00 294.00 44.00 15.0%
0.00 10.00 -10.00 -100.0%
0.00 59.00 -59.00 -100.0%
138.00 180.00 -42.00 -23.3%
0.00 61.32 -61.32 -100.0%
3,693.93 4,654.34 -960.41 -20.6%
147.56 958.70 - -B11.14 -84.6%
4,109.43 552019 -1,410.76 -25.6%
274.00 236.00 38.00 16.1%
416.00 612.00 -196.00 -32.0%
363.83 32483 39.00 12.0%
3,230.00 3.200.00 30.00 0.9%
5,200.00 0.00 5,200.00 100.0%
11,064.17 18,799.90 -7,735.73 -41.2%
4,306.44 4,170.00 226.44 5.4%
3,748.35 2,251.02 1,497.33 66.5%
274.51 426.00 -151.49 -35.6%
5,842.66 5457.16 385.50 7.1%
49.69 2514 24.55 97.7%
1,257.01 1,232.37 2484 2.0%
0.00 405.80 -405.60 -100.0%
0.00 306.49 -306.49 -100.0%
2,520.00 2,364.60 165.40 6.6%
13,807.50 12,204.15 1,603.35 13.1%
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5204530 -
5204540 -

5204560
5204590
5204740
5204960
5205020

South Dakota Board of Accountancy
PREVIOUS YEAR TO DATE MONTHLY COMPARISON

July 2019 through March 2020

Telecommunications Services
Electricity

- Water

- Insurance Premiums/Surety Bonds
- Bank Fees and Charges

* Other Contractual Services

- Office Supplies

5205028 -
5205320 -
5205330 -
5205350 -
§207490
5207900 -
5207960 -
5228000 -
5228030 -

OFFICE SUPPLIES-2
Printing/Duplicating/Binding Co
Supplemental Publications
Postage

Telephone Equipment

Computer Hardware

Computer Software Expense
Operating Transfers Qut-NonBudg
Depreciation Expense

Total Expense

Net Income

Net Ordinary Income

Jul"9-Mar20  Jul 18 -Mar 19 $ Change % Change
1,541.23 3,237.69 -1,696.46 -52.4%
753.39 719.63 33.76 4.7%
89.40 89.40 0.00 0.0%
50.00 0.00 50.00 100.0%
4.874.12 4,569.40 304.72 8.7%
883.43 564.50 318.93 56.5%
614.19 25,205.02 -24,590.83 -97.6%
6.99 406.20 -398.21 -98.3%
131.10 213.90 -82.80 -38.7%
0.00 486.25 -486.25 -100.0%
0.00 1.036.62 -1,036.62 ~100.0%
- 0.00 2,305.60 -2,305.60 -100.0%
653.40 1,1563.02 -499.62 -43.3%
179.07 281.64 -102.57 -36.4%
4,887.15 5,201.55 -314.40 -6.0%
4,259.34 4,259.34 0.00 0.0%
184,937.40 215,668.43 -30,731.03 -14.3%
50,589.68 20,797.15 29,792.53 143.3%
50,589.68 20,797.15 29,792.63 143.3%
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The grades were posted for review for the 64™ window. These grades are thrdugh March
2020. I have 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

REPORT TO BOARD ON GRADES

averages for the past 8 windows.

Overall Average Window 1-64

Nicole Kasin

| Window L (All)

Average of
Score Seciion

' Grand
School AUD BEC FAR REG Total
Augie 75 74 74 74 74
BHSU 71 71 70 71 71
COTech 65 69 69 73 89
DSU 69 71 66 69 69
DWuU 71 68 66 75 70
Mt. Marty 65 67 72 69 68
NAU 69 66 67 70 68
NSU 73 70 72 71 71
0s 74 74 71 72 73
sSDSU 75 75 76 77 76
usD 76 75 74 74 75
USF 72 75 72 76 74
Grand Total 73 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 116 115 113 127 471
" BHSU 139 136 123 120 518
COTech 23 21 14 14 72
DSU 24 25 28 24 101
DWU 29 23 25 21 98
Mt. Marty 26 29 17 20 92
NAU 16 21 27 25 89
NSU 108 131 91 111 441
0s 333 322 327 311 1203
sShsuU 46 43 35 41 165
usD 344 351 343 343 1381
USF 103 97 102 82 384
! Grand Total 1307 1314 1245 1239 5105
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Average for past 8 windows (3 or more parts)

| Window - (Multiple ltems)

Average of
Score Section

Grand
School AUD BEC FAR REG Total
Augie 79 83 77 76 79
BHSU 77 77 63 68 70
DsuU 69 76 70 70 71
DWU 76 84 75 77 78
NSU 82 70 74 70 73
0s 73 73 72 69 72
sSDhsu 78 81 70 76
usD 70 77 70 77 73
USF 70 81 67 72 71
Grand Total 73 76 71 72 73

The Board needs to ratify the scores of the 2020-1 (64 Window) grades.
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Request from Candidate
Nicole Kasin

An exam candidate made a request for an extension on an expired exam section as follows:

I've been trying to keep up as best as possible with all the changes and extensions due to COVID-18. |
have read and heard that CPA exam credit extensions will be considered on a case-by-case basis. My
regulations score was set to expire in March. With the intensity and severity of COVID-19 becoming a

* national issue toward the end of January and continuing to progress and intensify through February. |
was very unsure and hesitant in test during the month of February. In these unprecedented of times |
would expect that the credit extensions would be granted across the board and | would like you to
consider a credit extension on my hehalf, it appears that as of right now testing will resume in May if
possible. That being said it is only reasonable to assume that the backlog of individuals needing to take
the exam will be extensive. Living in Western South Dakota with the testing center in Rapid City and
considering the number of available seats at the testing center (and the backlog of individuals taking
other exams and taking into consideration they may have to remove seats in order to be 6 feet apart) it
appeats like it will be extremely hard to schedule testing and complete the testing within the required
18 month window.

| was thinking 12 months for the period of extension. | have picked this timeframe because there will be
so many other variables that could restrict one from sitting for the exam in a timely fashion. Being
located in rural South Dakota and having one close, small testing facility could cause limited availability
for scheduling a time to take the exam. | am open for suggestions.

Thank you far your consideration and | look forward to hearing from the Board.

Background of record:

Section 1 passed - grade expiring March 30, 2020

Section 2 passed - grade expiring February 28, 2021

Section 3 passed - grade expiring May 31, 2021

Sat for section 4 - January 2020 Failed

Could not sit again for section 4 until April 2020

Section 1 now considered expired due to not passing all 4 sections in 18 month window
Prometric closed USA test centers effective March 17-April 30, 2020

Has to apply for re-exam of section 4 and pass before February 28, 2021

Currently has to apply for re-exam of section 1 and pass before February 28, 2021

This is not a candidate identified by NASBA who has an open NTS and an exam credit that is expiring
through June 30, 2020, which were the factors being considered for those impacted by COVID-19.

The Board has to make a determination on this case in accordance with ARSD 20:75:01:07 which states:
Upon goed cause shown by the applicant or licensee, the board may waive any application or
administrative fees or any deadlines set in this article. For the purpose of this section, good cause
includes any perscnal emergency, act of God, administrative error made by the board or the board of

another state, military deployment, or substantial compliance with SDCL chapter 36-20B or articte 20:75.
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EXECUTIVE DIRECTOR’S REPORT
Nicole Kasin

NASBA — Committee Interest
An email was sent out on March 5, 2020 for committee interest for the 2020-2021 year for NASBA
committees. The request is that the interest form be completed and submitted by May 5, 2020.

NASBA Western Regional Conference

NASBA cancelled the in-perscn conference this year due to COVID-19. The meeting will be held as a
virtual conference on June 3-4 to cover some of the topics from the planned conference. The agenda
for the virtual conference has not been posted yet.

CPE Reporting Project

We are working with GL on the redesign of the CPE reporting in the backend database and online
renewal program . We are currently in the testing phase of the project which will go through the end of
May and then the project and will go live for the renewal process. We are on track at this time for the
renewals to open mid June,

Issues/discussion/questions due to COVID-19

1. CPE extension - The current process for CPE extensions is the individual will emaii the board staff

to request the extension. They will receive a reply with the standard 90-day extension to
complete CPE no later than September 30, 2020. Any additional requests must be granted on
an individual basis by review of the board.

a. NASBA provided an email release to recommend extensions through 10-31-20.

Peer Review — The AICPA PR Board had an open meeting on April 2. The Board approved
temporary process changes to extension and changes to reviewer and firm fair procedures. The
placed a hold on all firm drops and terminations from the program.

a. With the SDBOA accepting the AICPA PR Program, the extension does not have to be
approved by the Board and we just request the firm email us a copy of the extension.

b. The SDBOA repealed the requirement for off-site peer reviews effective 1-1-2020, so
with the increase of off-site requests for peer review with the AICPA do not have to be
approved by the SDBOA.

CPA Exam

a. Prometric Test Centers extended their closure of March 17-April 14 until April 30.
Opening of test centers will be assessed individually and communicated to us.

h. The current 2020 testing window NASBA did enact the emergency clause that will allow
candidates to sit the entire month of June (pending Prometric opening locations).

c. Currently any candidate that had their NTS expiring in the 2020 was extended until
September 30, 2020. 7 candidates from SD were identified and had their NTS extended.

d. NASBA will also be identifying candidates who have an open NTS and an exam credit
that is expiring through June 30, 2020. This list of SD candidates was provided to me
and as a recommendation they suggest extending the expiring credit for 90 days. This
would be for a candidate that is impacted by circumstances beyond their control and
the Board would have to review this on a case by case basis (ARSD 20:75:01:07).

Board Discussion

Any New Business/topics?
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2019 Practice Analysis
and GPA Evolution

- To all Practice Analysis Constituents and Commenters:

It is important to acknowledge and understand the differences between this
Practice Analysis (PA) and the current discussions around the CPA Evolution
initiative (CPA Evolution).

Conducting a PA is a regular occurrence in the development and production of

the Uniform CPA Examination® (CPA Examy. This 2019 PA continues the history of
using regular practice analyses, coupled with any quarteriy‘updates required due to
technical standards changes, obsolescence, etc. to ensure the CPA Exam always
remains current with the profession. It follows similar comprehensive analyses '
leading up to computerization of the CPA Exam in 2004 and major Exam.updates
in 2011 and 2017, ' ’ '

As this document further explains in detail, the 2019 PA explores the current impact
of technology on the profession and the work of newly licensed CPAs (nICPAs) in
today's environment. It also looks at areas where the CPA Exam may have become
too broad and not sufficiently focused on the critical knowledge and skills required of
“today’s nlCPAs. Changes resulting from this PA are targeted to be operational in the
CPA Exam sometime in 2021.

Although these PA concepts overlap with the current discussions around CPA
Evolution, it is critical to note that this PA is based on the structure of the current
operational CPA Exam, comprising four independent assertions in audit, tax and
regulations, financial reporting, and business concepts, as established by joint
American Institute of CPAs® (AICPA®) and Naticnal Association of State Boards
of Accountancy (NASBA) committees that led to the computerized CPA Exam

in 2004,

The CPA Evolution initiative is exploring changes to the licensure structure in
the future, including exam, experience, and education. Any new exam structure
resulting from CPA Evolution will ultimately require a larger, quite different PA.

Please reference the graphic on the following page, which demoenstrates the
anticipated timing of CPA Exam updates, the PA, and CPA Evolution.

Maintaining the Relevance of the Uniforrn CPA Examination®: An Exgosure Draft and invitation to Cormment { 2
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Description of Combined Document

This combined Exposure Draft (ED) and Invitation to
Comment (ITC) presents the findings and conclusions
of a PA conducted by the AIGPA Examinations Team
over the past year. This PA focused on two major
themes:

+ The impact of technology on the work of newly
licensed CPAs (nlCPAs); and

» The identification of areas where the CPA Exam
has become too broad and not sufficiently focused
on the critical knowledge and skills required of
anlCPA.

The document is divided into two separate sections,
the ED and the ITC.

The ED presents changes the AICPA proposes to make
to the CPA Exam resulting from the PA. Following
consideration of comments received, the changes
outlined in the ED are expected to be included in a

revised CPA Exam Blueprint to be approved no later
than Dec. 31, 2020, and included in the CPA Exam
six months after Blueprint publication,

The ITC presents items for consideration that
will require additional research and investigation.
Dependent upon the nature of the comments received,

the AICPA wilt pursue additional research to determine

how and when these matters may be implemented
in the CPA Exarn. At this time, it is not known if and
when any changes resulting from the ITC will be
implemented.

All comments, whether related to the ED or the ITC,
are due ne later than April 30, 2020, See further
discussion below under Request for Comment.

Maintaining the Relevance of the Uniform CPA Examination®: An Exposure Draft and Invitation to Comment | 4
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CXecutive summary

The CPA Exam provides reasonable assurance to
boards of accountancy that individuals who pass the
CPA Exam possess the minimum level of technical
knowledge and skills necessary for initial licensure. To
remain relevant to a dynamic profession and current
with the real-world demands on nICPAs, the CPA Exam
rmust continually evolve.

The periodic execution of a PA is necessary to ensure
that the CPA Exam:

+ Supports the profession’s commitment to
protecting the public interest;

+ Remains current, retevant, reliable, and legally
defensible; and

> Fulfills the needs of the boards of accountancy in
carrying out their licensing responsibilities.

In early 2019, the AICPA's Board of Exarminers (BOE)
launched this PA, a research project designed to
update its understanding of the knowledge and skills
required of nlCPAs, particularly focused on the impact
of technology on the work of nICPAs. The PA was also
designed to identify where the CPA Exam may have
become too broad and not sufficiently focused on the
critical knowledge and skills required of nICPAs.

A key assumption during this PA was that the

current Exarn sections and Blueprint structure could
accommaodate content changes driven by technology.
The BOE believes that the previous PA findings and
associated Exam changes were appropriately designed
to enhance the testing of higher-order skills that
include, but are not limited to, critical thinking,
problem-solving, analytical ability, and prefessicnal
skepticism. Further, the Blueprints and associated
sections provide a strong foundation for organizing

the content assessing the minimum knowledge and
skills required of newly licensed CPAs. The strang
foundation of the current Exam sections and the focus
on skill levels in the Blueprints, including the task
statements, allowed the current PA to focus primarily
on the impact of technology on nICPA practice and the
related changes that should be made 1o the CPA Exam.

The PA collected input about the work today’s nlCPAs
are required to perform from a variety of stakeholders
whe share an interest in preserving the strength and
mission of the profession—boards of accountancy,
accounting firms, academia, standard setters and
regulators, and business and industry. Valuable
information was collected in three phases from

CPA participants, with unique participants in each
phase, who directly supervise nlICPAs. Please see
the Practice Analysis Process section for more
information on the PA process.

General Findings and Conclusions

Technology is dramatically affecting the accounting
profession and is impacting audit planning and
execution, tax compliance and planning, and the nature
of professional services provided. The PA focused on
the impact of technology on the work of nlCPAs. The
impact on any individual nlCPA will depend on where
that individual is employed and the nature of the clients
with whorn they work,

In the PA's first phase, several findings were identified
that more broadly demonstrate technology's impact on
nlCPA practice. These include:

» Understanding business processes from inception
to completion including automated aspects, risk
identification and internal control mapping,

: The need for a digital and data-driven mindset and
the use of data analytics, and

Increased reliance on System and Organization
Contrels for Service Organizations: Internal Cantrol
over Financial Reporting (SOC 1%) reparts.

As more fully described below, changes addressing
these findings primarily affect the Auditing and
Attestation (AUD) and Business Environment and
Concepts {BEC) sections of the CPA Exam.

Maintaining the Relevance of the Uniform CPA Examination® An Exposure Draft and invitation to Comment | §
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The second phase of the PA was to identify where

the CPA Exam may have become too broad and not
sufficiently focused on the critical knowledge and
skills required of the nICPA. The PA research identified
content that could potentially be removed or revised
in each of the four CPA Exam sections.

As part of the third phase of the PA, confirmation
.panels indicated their level of agreement with the
proposed changes to the CPA Exam. The final
changes were reviewed and approved by the BOE.

Specific Proposed Exam Changes

The proposed changes to the Blueprint are provided
in the Proposed Exam Changes section below.
These changes in¢lude content to be added to the
CPA Exam in response to the technology findings
identified. The changes also include content either

to be removed from the CPA Exam or assessed at

a different skill level in response to better focusing

on the critical knowledge and skilts required of
nlCPAs. The proposed changes should be reviewed

in conjunction with the current CPA Exam Biueprint.
After considering the comments received in response
1o this ED, the AICPA plans to make approved changes

to the CPA Exam Blueprint no later than Dec. 31,2020,

It is anticipated that there will not be significant
changes to aggregate CPA Exam time, or either
content allocation ranges or skill allocation

ranges within each of the four CPA Exam sections.
Additionally, at this time, it is anticipated that the
proposed changes to the CPA Exam will not require
delayed score reporting {score holds).

Maintaining the Relevance of the Uniforrn CPA Examination®: An Exposure Draft and Invitation fc Comment | 6
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Request for Comment

The-AICPA values the views of all CPA Exam
stakeholders and is seeking comments on the
guestions listed below. The questicns have been
divided tc address:

A — Comments/responses to changes that are
propesed for implementation in the next version
of the CPA Exam. (ED)

B — Comments/responses that will reguire
additional research/investigation to evaluate

and will be considered for potential implementation
at a future time.

In your respanse, please indicate whether the
response represents the official response of a state
board of accountancy, state CPA society, or regulator.
Otherwise, please advise whether the response is

on behalf of a firm, business, or represents your
individual views. The AICPA will make all cormments
publicly available by posting the responses to its
website for one year.

The AICPA will consider all responses received on
or before April 30, 2020, Email your submission to
practiceanalysis@aicpa.org.

A. Comments requested on the next version of the
CPA Exam as defined in this ED.

a. Understanding the business, digital and
data-driven mindset and data analytics, and
reliance on SOC 1 reports have been identified
as the three primary findings affected by
technology and impacting the profession and
nICPA practice. See further details on these
findings in the Practice Analysis — Findings
section of this document.

1. How do the findings align with the changes
you see impacting nlCPA practice? If the
primary findings do not align with the
changes you see impacting nICPA practice,
please provide your view and explain your
rationale.

b. The AUD and BEC section Blueprints are each

being reorganized to take a more integrated
view of technology and business processes,
including information systems, risk assessment,
and related internal controls. See changes 7,

8, 13,23, 26, and 27. The PA findings support
this more integrated approach to better assess
the knowledge and skills required of nlCPAs.
These changes add, reorganize, and emphasize
content.

Additionally, the PA findings support either
deleting certain CPA Exarn content or changing
the cognitive skill level at which the content is
assessed. The proposed deletions and changes
are also described in the Proposed Exam
Changes section of this docurrent.

2. Do you agree with the proposed Exam
changes? If not, please explain your
rationale. Responses should address
specific changes by number (see proposed
changes beginning on page 14).

. Technology constantly evolves and wilt

continue to impact the work of nICPAs in their
role in protecting the public interest. Thus, the
CPA Exam will need to continually evolve to
ensure the approprigte knowledge and skills are
assessed. :

3. Are there other areas affected by
technology beyond the findings identified
in the Practice Analysis — Findings section
of this document broadly inipacting
nICPA practice that should be considered
in future revisions to the CPA Exam
Blueprints? If so, describe them.

4. Based on a review of the CPA Exam
Biueprints, do you believe there is
additional content that should be removed
from the CPA Exam as it is not critical to
nICPA practice and the protection of the
public interest? If so, describe them.
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B. Comments requested for the future of CPA Exam
content and structure changes as defined in this
ITC.

a. The AICPA proposes to remove the essay
question {written communication question)
given the limitations of the current assessment
and its minimal impact on the overall score as
described in the ITC section of this docurment.

1. Given the considerations in the ITC,
do you agree or disagree with the
recommendation to remove the essay
question (written communication
question)? Please provide your rationale.

b. Given the specialized nature of the content
assessed in FAR Area IV - State and Local
Governments and thus the potential limited
applicability to a majority of nICPAs, the AICPA
is considering the potential removal of state
and local government accounting content from
the CPA Exam as described in the ITC section
of this document.

2. Given the considerations in the ITC,
should accounting for state and local
governments continue to be assessed
on the CPA Exam? Please provide your
rationale.

Guide for Respondents

Comments are most helpful when they refer to
specific changes or findings discussed and include
the reasons for the comments. When a respondent
agrees with proposals in the ED or [TC, it will be

helpful for the AICPA to be made aware of this view.

Written comments on this ED and iTC will become
part of the public record of the AICPA and will be
posted on its website for one year. Responses should
be sent tc practiceanalysis@aicpa.org and received
no later than April 30, 2020.
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Background and Introduction

Since 1917, the CPA Exam has a trusted history as one component of the GPA licensing process. The CPA Exam is
a licensure exam designed to measure minimum competency and helps to establish the CPA license as evidence of
professional qualification. The mission of the CPA Exam is to provide reasonable assurance that individuals seeking
licensure have demonstrated the knowledge and skills necessary for a nICPA to protect the public interest in today's
business and financial environment,

For the purpose of identifying the domain of tasks, knowledge, and skills necessary to protect the public
interest, a nICPA is defined as someone who has fulfilled the applicable jurisdiction’s educational and
experience requirements and has the knowledge and skills typically possessed by a person with one to two
years of experience.?

Experience Education

Ethics* Examination

2 *Certain states or jurisdictions require a separate ethics assessment in addition to what is tested on the CPA Exam
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The AICPA develops, maintains, and scores the
CPA Exam. The BOE, a senior committee of the
AICPA, is responsible for the establishment of
policies governing the CPA Exam in accordance
with legal and psychometric standards as they
apply to licensure examinations. The BOE also

has the responsibility for strategic planning and
risk assessment to ensure that the CPA Exam
continues to fulfill its mission, which is to provide
reasonable assurance to boards of accountancy

- that candidates passing the CPA Exam possess the
technical knowledge and skills necessary for initial
licensure to protect the public interest.

The BOE conducts a PA at any time the changes in
the profession are significant enough to indicate the
CPA Exam needs to be updated.

The previous PA was launched in 2014 and
completed in 2016. The findings were implemented
in the CPA Exam in 2017. The PA completed in
2016 resulted in an increased focus on testing
higher-arder skills by adding simulation items and
increasing the scoring weight of simulations. The
need to test higher-order skills was identified in

the research as it was deemed critically important
that nlCPAs are competent in recognizing issues,
identifying errors, challenging assumptions, and

applying both professional judgment and skepticism.

To assist CPA Exam candidates, educators, and
other Exam stakehclders, the AICPA published the
CPA Exam Blueprints in 2016.

The goals of the CPA Exam Blueprints are to:

Provide assurance that the CPA Exam
is properly designed to test the required
knowledge, skills, and tasks.

+ Assist candidates in preparing for the CPA Exam
by delineating the knowledge and skills that may
be tested.

- Apprise educators about the knowledge and

skills candidates will need to function as nICPAs.

Guide the development of CPA Exam questions.

Between PAs, continuous maintenance of the CPA
Exam occurs, and the CPA Exam Blueprints are
modified as necessary to remain current with new

~ standards and laws. CPA Exam Blueprint revisions

are alsoc made to improve the clarity, crganization,
and the nature of content assessed. The current
CPA Exam Blueprint was published on Jan. 1, 2016,
and is located at; alcpa.org/becomeacpascpasyam/
gxaminationcontent. btml.

Given the rapid advancement of technotogy, in
March 2019, the BOE approved the start of a new
PA, which focused on technology's impact on niCPA
practice. The goal of the PA research is to:

Provide data that can be used to define the
scope of changes to the CPA Exam.

« 3erve as the foundation of the validity and legal
defensibility of the CPA Exam.

Provide reasonable assurance to beards of
acceuntancy that individuals who pass the
CPA Exam possess the minimum level of
technical knowledge and skills necessary
for initial licensure.

The BOE believes that over time the CPA Exarn may
have become too broad and requires additional
focus on the truiy critical knowledge and skills of
nlCPAs, particularly given that additional content
and skills may need to be added io the CPA

Exam to reflect technology’s impact on nlCPA
practice. Accordingly, the current PA includes two
research objectives: first, to assess the impact
of technology on nlCPA practice, and second,

to identify existing Exam content that may be
less important to nlCPA practice, so the CPA
Exam hetter focuses on what is critical to nICPA
practice.

The ED documents the PA process and methods
used to update the domain of tasks, knowledge and
skills necessary for a nlCPA; explains the types of
analyses conducted; reports the resulis of those
analyses; and describes how the results of the PA
will redefine the CPA Exam Blueprints.
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Practice Analysis — Findings

The following discusses the major findings or areas
impacting the proposed additions, changes, and
deletions to the CPA Exam. The updates are based
upon research and input received from the profession
and stakeholders regarding the knowledge and skills
required of MCPAs for their role in protecting the
public interest.

Several new specific findings were identified in the
PA technology research including that nICPAs need to
have increased knowledge and skills related to:

+ Understanding the business

+ Digital and data-driven mindset including data
analytics

+ Reliance on System and Organization Controls
(SOC 1) reports

Understanding the Business

Newly licensed CPAs need 1o understand the
business including its operations, information
systems, underlying business processes, information
and data flows, and risks and related internal controls.
This understanding is fundamenial to planning

and designing audit procedures responsive to the
assessed risks. Newly licensed CPAs are involved in
many aspects of understanding the business. The
nature and extent of the nlCPAs role in understanding
the business will vary based on the size and
complexity of the entity.

Newly licensed CPAs roles in understanding the
business could include:

+Understanding the source of entity financial
- and tax information,

Understanding procedures in manual and
automated systems by which transactions
are initiated, authorized, processed, and
recorded in general ledgers, and

Mapping internal controis in both manual and IT
systems. In particular, nlCPAs need to be able to
understand the flow of transactions from start to
finish, inclusive of both manual and automated
systems, along with the related control activities.

Aspects of understanding the business are currently
assessed in both the AUD and BEC sections of

the CPA Exam. The AUD section generally is more
focused on risk assessment and testing of internal
controls, while the focus in the BEC section includes
governance and the design of internal controls. This
focus is appropriate and will continue, Howaver, each
of the sections generally assesses processes and
internal control topics on a somewhat segregated
basis, i.e., looking at manual and automated systems
and controls separately. In response to the PA
research, the AUD and BEC Blueprints are proposed
to be recrganized to assess major business
processes, including manual and IT systems, and
related internal controls on a more integrated basis.

Digital and Data-Driven Mindset/
Data Analytics

A digital and data-driven mindset includes
understanding the potential sources of data as well as
the completeness, accuracy and relevance of the data,
This mindset is related to the initial finding identified
above, Understanding the business. Newly licensed
CPAs should understand the flow of transactions
within business processes and information systems;
this will lead to understanding the availability and
reliability, i.e., completeness and accuracy, of the data.

Given the advances in technology, which allow for the
extraction of data from systems, it is important that
niCPAs at a minimum have an understanding of data—
and where and how it may be accessed — to be able
to converse with clients about data and its potential
use. There are mixed views as to whether nICPAs are
actually extracting and transforming the data, and this
is often dependent upon the complexity of the client
and its systems. If niCPAs are not actually performing
these extraction and transformaticn procedures, they
will nonetheless need to be able to communicate
effectively about data with either their clients or data
specialists supporting their engagements, again
requiring a digital and data-driven mindset.
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Data analytics is a subset of the digital and
data-driven mindset. While the adoption and
implementation of data analytic technigues vary
widely based on firm size and complexity and size of
the client, there is widespread acknowledgment that
the use of data analytics is prevalent throughout the
profession and nICPAs have an important role.

Since 2017 and concurrent with this PA, the AICPA
Exams Team worked with subject-matter-experts,
including the AUD subcommittes, to develop audit
data analytics (ADA) task-based simulations (TBS)
or small case studies that will assess nICPA ADA
practice. In addition to generally requiring candidates
{0 address matters surrounding the relevance and
reliability of datg, these TBS will require the use of
Microsoft Excel® (Excel) to sort, filter, and compare
data sets to determine trends, identify missing or
duplicate transactions, or highlight anomalies within
data. The research in this PA has reaffirmed the work
completed to date. Given the research and related
work to date, Excel-based TBSs are planned to

be introduced in the AUD section beginning

Oct. 1, 2020. A revised CPA Exam Blueprint is
planned to be available beginning April 1, 2020,
which will include new representative task
statements aligned with these planned changes.

Based on the PA research, the BEC section will
begin assessing content on data management, data
governance, and data relationships. These proposed
changes are discussed in the Proposed Exam
Changes section below.

Reliance on SOC 1 Reports

There is significant increased reliance on SOC 1
reports given how businesses are increasingly
outsourcing information systems and business
processes to third parties and storing data in the

cloud. SOC 1 reports are specifically intended to
assist businesses that use service organizations and
their auditors in evaluating the effect of the controls at
the service organization on the user entities’ financial
statements. inasmuch as outsourcing these systems
is integral to a company’s business processes, nlCPAS
need to understand the types of S0C 1 reports, how
to interpret them, the implications to a client’s system
of internal controls, and accordingly, the effect on
planned audit procedures.

This finding is alsc an extension of the first finding,
Understanding the business. An auditor's need

to understand a client’s business processes

and information systems extends 1o outsourced
processes or systems that could impact the financial
statements or taxes. if the client has outsourced
business and information systems technelogy and
processes, the auditor still needs to understand how
the related transactions are initiated, authorized,
processed and recorded, and the responsive internal
controls.

The PA results indicated that reliance on SOC 1
reports has dramatically increased—requiring zuditors
to obtain and evaluate multiple SOC 1 reports on

even relatively modestly sized clienis. Further, the
research has indicated niCPAs are typically involved in
reviewing these reports and mapping controls similar
to what they would do if the business process or
information systems had not been cutsourced.

The research has not supported that a significant
number of NICPAs are involved in performing the
underlying procedures that support the issuance of

a S0C 7 report. Working on SCC 1 engagements is
typically done by specialists or those with significant
experience and is beyend the scope of nlCPA practice.
The AICPA will monitor the SOC suite of services and
their impact on nICPA practice, which are continually
evolving.
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While the CPA Exam currently assesses reliance
on S0C 1 reports, this is a topic that will be further
emphasized within the AUD section of the CPA
Exam. Additionally, consideration of the reliance
on SOC 1 reports will be added to the BEC section
of the CPA Exam.

HAKEL

The advances in technology do not eliminate the
need for basic accounting, auditing, business,
and taxation concepts in order for nICPAs to
undertake their role in protecting the public
interest. The PA supported the need for strong
foundational knowledge and skills. in fact, there
was universal support that technology advances
reguire nlCPAs to have a clear understanding

of basic accounting and auditing skills as well
as professional skepticism. The BOE believes
the current CPA Exam structure and associated
sections are well designed to assess the
foundational knowledge and skills required by
nlCPAs, as well as accommodate the changes
identified by this PA.

Focus on Critical Knowledge
and Skills

The PA findings supported that certain content
currently assessed on the CPA Exam is less critical
to nICPA practice and the protection of the public
interest. As discussed further under the Phase 2
process below, the CPA Exam subject-matter-experts
(SMEs) determined to retain or remove topic content,
or alternatively, to change the cognitive skill level at
which topics are assessed. The proposed changes
have been reflected within the detail changes
provided below for each section.

*RAKK

The AICPA Examinations Team, CPA Exam section
subcommittees, the CPA Exam Content Committee,
and the BOE have alt reviewed and approved these
findings and the proposec content changes for each
of the sections of the CPA Exam.

Technology Used by Newly
Licensed CPAs

PA research indicates the use of specific ADA
software is less important for the CPA Exam to
assess. Rather, understanding of the complsteness
and accuracy of data and data-wrangling skills
(transformation, analysis, and use of data) are more
critical given the role of nICPAs in analyzing outputs
frorn the specific ADA software, While there was an
acknowledgment that the CPA Exam should be
tool-agnostic with regard to ADA, there were very
strong views expressed for knowledge of Excel,
which is used ubiquitously by firms and their clients.
As noted above, heginning Oct. 1, 2020, the CPA
Exam’s AUD section plans to include TBS that will
assess data analytics requiring the use of Excel.

The PA considered the following additional
technologies that could potentially impact nlCPA
practice: robotic process automation (RPA),
cybersecurity, machine learning, artificial intelligence,
and blockchain. The PA research indicates that a
nlCPA needs to have a basic understanding of these
technelogies but use and deployment in the delivery
of professional services is often extremely specialized,
not universal, and generally heyond the scope of
today’s nICPA practice. The AICPA will monitor these
as well as other developing technologies and their
impact on nlCPA practice, which are continually
evolving,

More information about the design and scope of
the PA research is discussed below in the Practice
Analysis Process section.
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Practice Analysis Process

Goal of Licensure

The goal of licensure is protection of the public
interest, or more specifically, providing the public
with assurance that those individuals who are
licensed possess a sufficient level of knowledge
and skills necessary for safe and effective practice.
The qualifications for licensure generally include
educational requirements, some type of supervised
experience, and the passing of an exam assessing
the knowledge and/or skills required for competent
performance.® Some form of practice analysis

is typically used as the basis for identifying and
supporting the knowledge and skills necessary for
competent performance.?

Process

Practice or job analysis refers to a variety of systematic
procedures designed to obtain descriptive information
about the tasks performed on a job and/or the
knowledge, skills, and abilities thought necessary to
perform those tasks.® A practice analysis is the primary
mechanism for establishing the job-relatedness of
decisions concerning licensure. That is, if licensure
decisions can be linked directly to the outcomes of a
practice analysis, they may be said to be job-related.

Similarly, if the content of a licensure exam/test can be
linked directly to the outcomes of a practice analysis,
the test may be said to be job-related, and inferences
from test scores may be supported by arguments of
content validity as related to the practice analysis.

The rationale that supports the content of a licensure
exam is the demonstrable linkage that exists between
the exam content and the performance domain of the
associated occupation or profession. Professional
standards and fegal precedents recommend that

a practice analysis include the participation of
various SMEs® and that the information collected be
representative of the diversity within the occupation.”
Diversity refers to regional or job context factors and
to SME factors such as race or ethnicity, experience,
and gender. The practice analysis conducted to
define the performance dormain for nICPAs was
designed to be consistent with the Standards for
Educational and Psychological Testing (AERA, APA,

& NCME, 2014); General Requiremeants for Bodies
Operating Certification of Persons (Organization for
Standardization, 2003); Standards for the Accreditation
of Certification Programs (NCCA, 2002) and current
professional practice.

* American Educational Research Association [AERA], American Psychalogical Association JAPA], and the Mational Council for Measurement in Education [NGME], 2014.
* AERA, APA, & NCME, 2074 National Commission for Certifying Agencies [NCCA], 2002; Rayrmond & Neustel, 2006,

9 (Arvey & Faley, 1988; Gael, 1983; Reymond & Neustel, 2008).
¢ [Mehrens; 1987, NCCA, 2002; Raymond & Neustel, 2006).
7 (Kushn, Stallings, & Holland, 1980}, N
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Project Organization

Overview of the Practice Analysis Methodology

Phase 1 — Firm Meetings
and Focus Groups

Firm Meetings

To initially explore how technology is impacting public
accounting firms and nlCPA practice, the AICPA

met with 13 public accounting firms of various sizes
including Big 4, national, and smaller firms. The
purpose of these meetings was to ascertain, from
the firms’ professional services methodology and
training leaders, the impact that technology is having
on the delivery of professional services. The AICPA
specifically inquired about the following:

+ How important is a data/digital mindset to the
work of nlCPAs?

® What technology skills de niCPASs need in
their roles?

= Are Excel skills or other software skills
needed?

® How does the firm utilize audit data analytics
on engagements and what tasks are performed
by nICPAs?

= What tasks are expected of nlCPAs regarding
data analytics (extracting, transforming,
lvading, and subsequent analysis}?

® What technology, systems, and business
environments are affecting the work of nICPAs
now or in the near {erm?

® What is the level of SOC and cybersecurity work
in which the firm engages?

° Has robotic process automation (RPA), machine
learning and artificial intelligence, blockchain, or
cloud computing changed the skills required of
a nlCPA?

* How important are critical thinking, professional
judgement, problem-solving, and professional
skepticism 1o the work of nICPAs?

What level of kncwledge and skills of business
processes and systems understanding are
reguired of nlCPAS?

The themes emerging from the firm meetings included:

+ Critical thinking and problem-solving skills are
paramount. '

- Afoundation in the understanding of auditing,
accounting, taxation, controls, and general
business is critical.

+ Understanding the business, including information
systems and business processes, is critical.

+ Digital acumen including a data/digital mindset is
critical.

-

Excel skills are essential.

* Increased understanding of SOC 1 reports are
requirad given the growth in reliance placed on
these reports due to changes in how clients are
outsourcing accounting systems and storing data
in the cloud.

+ Multiple firms indicated nICPAs are required
to exhibit higher-order skills earlier in their
careers giver the advances in technclogy, the
sophistication, and complexity of business
systems, and the globalization of business.

In order to further explore the themes identified in the
firm meetings and explore other themes regarding

technology and nICPA practice, the AICPA conducted
eight focus groups with direct supervisors of nlCPAs.

Focus Groups

The AICPA contracted with American Institutes for
Research (AIR) to develop the protocol and lead the
questions and discussions for the eight virtual focus
groups. The purpose of the focus groups was tc further
explore the themes discovered in the firm meetings and
1o identify any other technology or business trends that
are affecting nICPA practice. The farmat of the focus
groups was similar to the firm meetings and explored
the following high-level questions:

» How important is a data/digital mindset to the
work of nICPAs?

+ How important are critical thinking, professional
judgment, problem-solving, and professional
skepticism to the work of nICPAs?

» What level of knowledge and skills of business
processes and systems understanding are
required of nICPAs?
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The focus groups were organized by public accounting
firm size and included one focus group for the

Big 4, three focus groups for large firms, and two
focus groups for small firms. Additionally, there

was one focus group for business and industry and
government, and one focus group with CPAs with
state board regulatory experience. The focus group
participants represented a wide range of public
practice including public practice of audit, attestation,
and accounting services, public practice of taxation,
and not-for-profits. Additionally, the business and
industry and government focus group participants
represented controllership roles, internal audit,
corporate taxation, and governmental accounting
and taxation. Across the eight focus groups, 81 CPAs
participated. AIR provided a final report following the
completion of the focus groups.

The themes emerging from the focus groups further
confirmed the findings from the firm meetings. The
AICPA analyzed the firm and focus group themes
and identified the findings that are summarized

in the Overall Findings section. These findings

are fundamental to the proposed changes and
reorganization throughout the AUD and BEC sections
of the CPA Exam.

Phase 2 — Content Rating Panels

In an effort to explore the criticaf knowledge and skills
needed for nICPAs in their role in protecting the public
interest, the AICPA and AIR developed a process and
protocol to rate the most and least important groups
and topics within each section of the current CPA
Exam Blueprint. Simitar to Phase 1, AIR led rating
panels and data collection and provided a final report
to the AICPA,

The purpose of the content rating panels was to have
direct supervisors of nlCPAs rate the most and least
important groups and topics by area within each
section Blueprint of the CPA Exam. This was done

to determine if there was agreement or convergence
in identifying content that could be considered for
potential removal frorm the CPA Exam to further refine
the critical knowledge and skills needed for nICPAs in
their role in protecting the public interest.

Participants for the comtent-rating panefs were sent
pre-panel work, which included specific instructions
on the overall chjective of the panels, a review of the
current CPA Exam Blueprint for the section under
consideration, information on how to do the ratings,
and an example rating. By completing the pre-panel
work prior to joining the panel session, participants
were able to familiarize themselves with the Blueprint
layout and content prior to the panel sessions.

Given the focus on finding convergence on the groups
and topics most and least important to the work of
niCPAs, each panel participant was asked to identify
one-third of the groups and topics that they considered
most important and one-third of the groups and topics
that they considered least important. For example, for
the first area of the AUD section {i.e,, Area |; Ethics,
Professional Responsibilities and General Principles),
participants reviewed 15 topics in total {indicated by

12 topics under four groups, plus three groups with

no topics) and were asked to identify the five most
important topics and the five least important topics in
this Area. This approach of identifying approximately
one-third of the topics that are the most important and
one-third that are the least important was anticipated
to be less difficuit cognitively compared to sequentially
ranking each topic from most to least important,
particularly in areas that contain many topics.

Curing the panel, participants were asked to provide
three rounds of independent ratings for each area
with two rounds of discussions between the ratings

{i.e., discussion after Round 1 ratings and discussion

after Round 2 ratings). The ratings were entered using

a spreadsheet the remote participants could access via
a link provided. Once the participants completed their
ratings for Round 1, the ratings were archived, and then
aggregated results of the ratings were displayed. This
summary of results highlighted the groups and topics
that were identified as least important by between 30%
and 70% of the participants. The participants were then
prompted by AIR facilitators to discuss their ratings for
these highlighted topics and share their rationales for
why a group or topic was among the least important (or
not) to see if their rationales rescnated with others or
might potentially sway others' ratings for the next round.
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Groups and topics that were rated as the least
important by either less than 30% or more than 70%
of the participants were not discussed because
participants had already reached a significant level of
agreement. Once the discussion was concluded, the
participants were asked to do a second round of rating
by keeping the discussion in mind to see if the group
reached a higher level of convergence. The results of
Round 2 ratings were discussed in a similar fashion as
the post-Round 1 discussion. The review of each area
concluded with a third and final round of ratings.

After completing their third round of ratings, the
participants were asked to provide an overall
confidence rating to indicate how confident they were
in their ratings for the whole area using a 5-point Likert
scale with options ranging from 1= Strongly disagree
e 5= Strongly agree. Once the participants entered
their confidence rating for the area, the AIR facilitator
asked participants to exit the spreadsheet and click on
the link for the new sheet for the next area. The panel
concluded once all areas were reviewed and the three
rounds of ratings with the cverall confidence rating for
each area were provided,

In total, AIR led eight virtual rating panels (two for
each-section of the CPA Exam), with an average of
18 CPAs in each virtual rating panel. Nearly 150 CPAs
participated in the virtual rating panels. The rating
panel participants represented a wide range of public

practice including public practice of audit, attestation,

and accounting services; the public practice of
taxation and not-far-profit. Additionally, CPAs from
business and industry and government representing
controllership roles, internal audit, corporate taxation,
and governmental accounting participated as well.
Confidence rankings were very strong (greater than
4.4 0n a 5-point scale) across all CPA Exam secticns

and areas with the exception of FAR Area IV State and

Local Governments, which had a confidence ranking
of 3.1 an a 5-point scale, The AICPA believes the

low ranking in State and Local Governments may be
directly related to the specialized nature of this content,
See further discussion of FAR Area IV in the ITC.

The results of the ranking panals, and the
aforementioned Phase 1 results were presented

to each of the AICPA’s content subcommittees for
further review and discussion. These exam content
SMEs determined the content to be added; removed,
or changed in the CPA Exam Blueprints, including
decisions to change the cognitive skill level at which
topics are assessed.

The proposed changes sent to the Phase 3
confirmation panels were inclusive of the changes
described in Phases 1 and 2 and were supported
by the BCE, Content Commitiee, and content
subcommittees.

Phase 3 — Confirmation Panels -

A confirmation panel was held for each CPA Exam
section, and similar to Phases 7 and 2, CPAs from
across the profession (direct supervisors of nlCPAs)
rated their level of agreement with the proposed
changes in a viriual meeting. AIR develpped a process
and protocol and led the confirmation panels and data
collection and provided a final report to the AICPA.

In advance of each section’s confirmation panel,
participants received the current CPA Exam section
Blueprint and a narrative of the PA process to date.
Because the methodology for Phase 3 relies heavily
on the participants fully understanding the process,
AIR did not ask the participants to complete practice
ratings prior to the confirmation panels.

The confirmation panels began with a thorough
review of the project background, efforts to date, and
the objectives for the current confirmation panels
{e.9.. gathering agreement ratings for the proposed
changes). After the background information was
presented, instructions were given to participants

on how to navigate and enter their ratings using a
spreadsheet the remote participants could access via a
link provided. Once participants had an understanding
of the PA and CPA Exam Blueprint review process, the
participants entered a numerical rating indicating how
well they understood the training. AIR would follow up
generally with the group if participants indicated they
did not understand the background information and
instructions.
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After the background information and instructions,

the rating on the proposed changes began with AIR
presenting the proposed changes and the AICPA
observing to answer any content-related questions
regarding the change. The participants were then
asked to enter their level of agreement with each of
the proposed changes within the area on a four-point
scale (i.e,, Strongly Disagree (1), Disagree (2), Agree
{3), Strongly Agree (4)). After participants provided
ratings for a proposed change; discussion began on
any proposed change for which the average rating was
less than 3.0 or the standard deviation of ratings was
larger than 1.0, indicating some disagreement with the
proposed change and variation ameong the participants
in terms of agreement ratings. Specifically, participants
were asked to share their rationale regarding the
ratings they had provided. This discussion allowed
participants to provide their points of view and
potentially change their point of view based on peer
input, After discussing areas of disagreement, the
participants were asked to provide a second and final
rating of their level of agreement with each change.
After all of the proposed changes for an area were
indicated, the participants were asked to rate their
overall confidence in their final ratings for'the area.

Confidence rankings were very strong (greater than
4.5 on a 5-point scale) across all CPA Exam sections
and areas. This process was repeated until all of

the changes were reviewed, and confidence ratings

were obtained. Prior to completion, participants

were given a final opportunity to provide overarching
comments. This process resulted in both qualitative
and guantitative data that can be used to support the
validity of changes to the CPA Exam Blueprint.

In total, AIR led four virtual confirmation panels (one
for each section of the CPA Exam), with an average

of 15 CPAs in each virtual confirmation panel. Nearly
60 CPAs participated in the virtual confirmation panels.
The confirmation panel participants represented a
wide range of public practice including public practice
of audit, attestation, and accounting services, public
practice of taxation, and not-for-profit. Additionally,
CPAs from business and industry and government
representing cortrollership roles, internal audit,
corporate taxation, and governmental accounting
participated as well.

The results of the confirmation panels were presented
1o each of the AICPA’s content subcommittees for
further review and discussion. Based on the ratings,
these exam content SMEs determined to add, retain,
or remove topic content, or alternatively, to change
the cognitive skill level at which topics are assessed.
The final changes are outlined in this document in the
Proposed Exam Changes section and are supported
by the BOE, Content Committee, and content
subcommittees.
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nvitation t© Comment

The ITC presents items for consideration that require
additional research and investigation and thus will
require additional time to define and implement.
Depending on the nature of the comments received in
response to this ITC, the AICPA will pursue additional
research to determine how and when these matters
may be implemented in the CPA Exam. It is likely that
changes, if any, resulting from the ITC would not be
implemented before 2022.

BEC — Essay Question
(Written Communication)

Introduction

The BEC section of the CPA Exam is currently four
hours and assesses knowledge and skills across five
areas using multiple-choice questicns (MCQs), task-
based simulations (TBS$s), and written communication
guestions. The written communication guestions
represent 15% of the total score weighting in BEC (and
approximately one hour of testing time), while MCQs
and TBS represent 50% and 35%, respectively.

The written communication guestion format requires
candidates to draft a memo or letter in response to a
guestion or prompt. The assessment of the written
communication question focuses on a candidate’s
writing ability {e.g., organization, grammar, punctuation,
word usage, capitalization, spelling, and whether the
response is on-topic). The written communication
question does not assess the technical accuracy

of the subject matter contained in a candidate’s
response.

Issue description

The AICPA is revisiting the role that the assessment
of written communication should have on the CPA
Exam. The responses received to the 2014 Invitation
to Comment, and through the current PA research,

- make it clear that stakehoiders want the written
communication question fermat in the CPA Exam

to measure not just writing ability, but that combined
with content knowledge and higher-order accounting,
auditing and taxation skills including research,
subject-matter knowledge, judgrment, and skepticism.

Based on meetings between the AICPA and leading
automated scoring vendors and an understanding

of what other high-stakes testing organizations use,
the BOE concluded in 2016 that it was not feasible to
use automated essay scoring for assessing writing
ability combined with higher-order skills. The use of
the written communication question format to assess
knowledge and skills other than or in addition to writing
ability would have required the use of manual scoring
by human readers/graders. Reverting fo all manual
scoring would have caused the time for score release
to be unacceptably long and the cost to candidates

to be too high. Therefore, the updated CPA Exam that
launched in 2017 centinued to use automated scoring
to assess only writing ability. Based on discussions
with automated scoring vendors in 2018 and 2G19,
the AICPA believes that automated essay scoring
technology has not yet advanced to a point where it
could score CPA Exam content and higher-order skills
as noted above,

The CPA Exam assesses a candidate’s readiness for
initial licensure. It is one of the “Four E's” (Education,
Examination, Experience and Ethics), required for
licensure as a CPA. The education and experience
components inherently assess the use of writing

to communicate cornplex information through an
emphasis on, among other things, case studies,
reports, and presentations. Similarly, interpersonal
skills, oral communication, listening, and working

as a team are evaluated through the education

and experience components and have never been
assessed on the CPA Exam.

-

The current written communicaticn question only
assesses basic writing skills and not in the context

of accounting, auditing, and taxation knowledge and
skills including research, judgment, and skepticism,
which were indicated as critical to nICPAs in the

past and current PA. Additionally, the current written
communication question dces not assess the
technical accuracy of the subject matter contained in a
candidate’s response.

AICPA acknowledges the importance of written
communication within the profession. However,
given the limitations of the current assessment and
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the minimal impact of written communicaticn on

a candidate’s overall BEC scere (15%), the AICPA is
recommending removal of the written communication
question format from the CPA Exam.

Invitation to comment

Given the considerations above, do you agree or
disagree with the recommendation to remave the
essay question (written communication guestion)?
Please provide your rationale.

FAR — Accounting for State
and Local Governments

Introduction

The FAR section of the CPA Exam is currently four
hours and assesses knowledge and skills across four
areas. Area |V, State and Local Governments, is tested
at the remembering and understanding and application
skill levels and is allocated 5-15% of content to be
assessed for the entire FAR section.

Issue description

The preparation of financial statements for state

and local governments is an area of public practice
that requires specialized content knowledge and
experience. These engagements are typically
performed by firms or separate practice groups within
firms that specialize in state and local governments.
Area |V tests a nICPA’s basic understanding and
application of financiai accounting and reporting
requirements for state and local governments.

Given the specialized nature of these engagements,
a large majority of nICPAs are required to have very
limited or no knowledge of financial accounting

and reporting requirements for state and local
governments. Conversely, the FAR section of the
CPA Exam currently has an entire Area committed
to the assessment of the basic financial accounting
and reporiing requirements for state and local
governments.

For those nICPAs assigned to work in the state and
local government practice, they typically receive a
significant ameunt of on-the-job training under the
close supervision of individuals who have specialized
content knowledge and experience. Additionally, CPAs
working on engagernents conducted in accordance
with Generally Accepted Government Auditing
Standards (GAGAS) are subject to specific continuing
professional education reguirements.

Upon deciding to specialize in the state and local
government practice, a CPA may pursue additional
credentials or certifications that establish competency
in governmental accounting, auditing, financial
reporting, intarnal controls, and budgeting at the
federal, state, and local levels. These additional
credentials are not required to work on GAGAS .
engagements, nor are they required by boards of
accountancy, and support for them varies across
employers in state and local government practice.

Given the specialized nature of the content assessed
in FAR Area |V — State and Local Governments, the
limited or nen-applicability to & large majority of
nICPAs, and the minimal impact of FAR Area IV on

a candidate’s overall score (15% maximum), the
AICPA is considering removal of state and local
government accounting content from the FAR section
of the CPA Exam.

It should be noted that the CPA Exam more generally
and broadly assesses critical thinking, risk assessment,
problem-solving, and professional skepticism skills
that are foundational to anyone who is working cn a
GAGAS engagemenit. The removal of this specialized
content from the FAR section of the CPA Exam would
enable the AICPA to place a greater emphasis on gther
content areas that directly impact a significant majority
of nICPAs and betier focus CPA Exam candidates’
preparation efforts.

Invitation to comment

Given the considerations above, should accounting for
state and local governments continue to be assessed
on the CPA Exam? Please provide your rationale.
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