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Agenda
South Dakota Board of Accountancy Meeting
Department of Legislative Audit —~ Conf. Room
8:30 a.m. (CDT)
April 30, 2012

A=Action

D=Discussion
I=Information

A-Approval of Minutes of Meeting March 26, 2012..... ..o,
A-Approval of Certificates & Firm Permits..........covuviieiiisiinii e
A-Financial Statements through March 2012.........ccoooiiiiii e,
A-Report t0 Board 0n Grades........c.ouiiiiiiuieiiiiiii e e
D-Executive DIrector’s REPOIt... ... ...c.viuiiiiinii it
9:00 Presentation on Peer Review by James Brackens, AIPCA...............cocoveiieeininnannn,
11:00 Hearing for Dawn Imrie...... ... e
D-SD CPA Society with Laura COOME. ... ..uuiiiuneeiiiie it ee e e e e
AICPA

I-Annual Report for the AICPA Peer Review Program..............oocuvveiiiiiiineeeeainninesnnons

NASBA

I-Compliance Assurance Committee Report on the AICPA National Peer Review Commiittee...

EXECUTIVE SESSION
Equivalent Reviews for Board Approval...........cooooiiiiiiiiiiie e

FUTURE MEETING DATES (all times CT)
TBD

6-15

16-17
18-19
20-24
25-29

Oratory

30-83
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South Dakota Board of Accountancy
Minutes of Meeting-Conference Call
March 26, 2012-9:00 a.m.

The Board of Accountancy held a meeting by conference call on Monday, March 26, 2012. Chair
Holly Brunick called the meeting to order at 9:16 a.m.

Roll call was taken to confirm that the following members were present: Holly Brunick, Marty
Guindon, John Linn, Jr., John Mitchell, and John Peterson. A quorum was present.

Also present were Nicole Kasin, Executive Director; Tricia Nussbaum, Secretary; and Aaron Arnold,
Legal Counsel.

Chair Holly Brunick asked if there were any additions to the agenda. There were two additions:
Addition to Executive Director's Report
Addition Recap of NASBA Legal Counsel Conference

A motion was made by John Mitchell and seconded by Marty Guindon to approve the January 23,
2012, meeting minutes. A roll call vote was taken. The motion unanimously carried.

A motion was made by Marty Guindon and seconded by John Linn, Jr. to approve the issuance of
individual certificates and firm permits through March 19, 2012. A roll call vote was taken. The
motion unanimously carried.

A motion was made by Marty Guindon and seconded by John Mitchell to approve the financial
statements through February 2012, A roll call vote was taken. The motion unanimously carried.

Todd Kolden, Department of Labor & Regulation, joined the meeting at 9:20 a.m.

The Board discussed the NASBA Western Regional Conference that will be held in Anchorage, AK
on June 27-29, 2012,

A motion was made by John Peterson and seconded by John Mitchell to approve travel for the
Executive Director and Board Members: John Linn, Jr. and Holly Brunick to attend the NASBA
Western Regional Conference that will be held in Anchorage, AK on June 27-29, 2012. A roll call
vote was taken. The motion unanimously carried. The Executive Director will submit the necessary
documents for approval.

Nicole Kasin explained in her Executive Director's Report the progress on the webpage updates,
and other database enhancements. She reminded the Board that James Brackens from the AICPA
will be attending the April 30th board meeting in Pierre. John Peterson and Executive Director Kasin
met with Laura Coome on March 19" to discuss ideas for the firm fee structure. A variety of issues
were discussed and at the April 30" meeting those will be brought to the Board for a more in depth
discussion and vetting of ideas on how and if to move forward. Executive Director Kasin explained
the report on CPE Audits and there is one hearing scheduled for April 30" in Pierre. Executive
Director Kasin reminded the board of NASBA Committee assignments. The due date for submission
is April 9". Executive Director Kasin gave a recap of the NASBA Executive Director's Conference
and Aaron Arnold gave a recap of the NASBA Legal Counsel Conference which was held in March
in San Antonio, Texas.



The Board briefly discussed the nomination letters of Carlos Johnson, Walter Davenport, and Kathy
Smith for NASBA’s Vice Chair Elect.

The Board briefly discussed NASBA’s announcement of selection for Vice Chair-Carlos Johnson,
nomination of Director at Large, Ted Long by OH, nomination of Director at Large, Ray Johnson by
OR, the meeting minutes from the Board of Directors on October 21, 2011, the meeting highlights
from the Board of Directors on January 20, 2012, the executive summary and responses to the
Regional Director's Quarterly Questions, and the Candidate Care Report.

The Board completed the NASBA Regional Director’s quarterly focus guestions.

A motion was made by Marty Guindon and seconded by John Peterson to enter into executive
session for the deliberative process for peer reviews and complaints. A roll call vote was taken. The
motion unanimously carried.

The Board came out of executive session.

A motion was made by John Peterson and seconded by Marty Guindon to accept the peer reviews
and complaints discussed in executive session. A roll call vote was taken. The motion unanimously
carried.

FUTURE MEETING DATES (all times CT)
April 30~ 8:30 a.m. Department of Legislative Audit, Pierre, SD

A motion was made by Marty Guindon and seconded by John Linn, Jr. to adjourn the meeting. A roll
call vote was taken. The motion unanimously carried.

All business having come before the board was concluded and Chair Holly Brunick adjourned the
meeting at 10:18 a.m.

runick, CPA, Chair

w7 5

- Nicole Kasin, Executive Director JAhn Peterson, Sec/Treasurer




Number

3019

3020

3021

3022

3023

3024

CERTIFIED PUBLIC ACCOUNTANT CERTIFICATES
BOARD COPY

Issued Through April 24, 2012

Name Date Issued Location
Brett Joseph Peterson | 3/27/12 Tulsa, OK
Ryan Michael Petersen 3/29/12 Sioux Falls, SD
Daniel Corie Schneider 4/03/12 Sioux Falls, SD
Cory Lee Leman 4/03/12 Sioux Falls, SD
Christine Rita Mauszycki 4/09/12 Mitchell, SD

Benjamin Odell Temple 4/24/12 Sioux Falls, SD



Number

1564

1565

1566

1567

1568

1569

1570

1571

1572

1573

FIRM PERMITS TO PRACTICE PUBLIC ACCOUNTANCY

Name

Bomberg, Roach & Hanson, PLLC

Minneapolis, MN

McGladrey LLP
Sioux Falls, SD

McGladrey LLP
Blue Bell, PA

McGladrey LLP
Davenport, [A

McGladrey LLP
Des Moines, TA

McGladrey LLP
Dubuque, 1A

McGladrey LLP
Duluth, MN

McGladrey LLP
Minneapolis, MN

McGladrey LLP
Omaha, NE

McGladrey LLP
Rochester, MN

BOARD COPY

Issued Through
April 24, 2012

Date Issued

04/03/12

04/18/12

04/18/12

04/18/12

04/18/12

04/18/12

04/18/12

04/18/12

04/18/12

04/18/12

Basis/Comments

New Firm

Name Change

Name Change

Name Change

Name Change

Name Change

Name Change

Name Change

Name Change

Name Change
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South Dakota Board of Accountancy

Balance Sheet
As of March 31, 2012

ASSETS
Current Assets
Checking/Savings
1130000 - Local Checking - US Bank
1140000 - Pool Cash State of SD

Total Checking/Savings

Other Current Assets
1131000 - Cash-Security Lending Collatera
1213000 - Investment Income Receivable

Total Other Current Assets

Total Current Assets

Fixed Assets
1670000 - Computer Softwars
Original Cost
1770000 - Depraciation

Total 1670000 - Computer Software
Total Fixed Assets

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

Total Accounts Payable

Other Current Liabllities
2310000 - Amounts Held for Others

Total Other Current Liabilities

Total Current Liabilities

Long Term Liabilities
2980000 - Compensated Absences Payable

Total Long Term Liabilities

Total Liabilities

Equity
3220000 - Unrestricted Net Assots
3300100 - Invested In Capital Assets
3900 - Retained Earnings
Net Income .

Total Equity

TOTAL LIABILITIES & EQUITY

Mar 31, 12

1,297.73
314,810.08

316,107.81

14,957.80
1,806.99

16,764.89

332,872.70

140,063.23

-101,840.23

38,223.00

38,223.00

371,095.70

5,870.50

5,870.50

23,5635.74

23,535.74

29,406.24

12,338.53

12,338.53

41,744.77

218,135.74
38,223.00
30,235.30
42,756.89

328,350.93

371,095.70

Page 1



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

July 2011 through March 2012

Ordinaty Income/Expense

Income

4293550 -
+ Certificate Renewals-Active
4293552 -
4293553 :
4293554 -
4293555 -
4293557 -

4293551

Initial Individual Certificate

Certificate Renewals-Inactive
Certificate Renewals-Retired
Initial Firm Permits

Firm Permit Renewals

Initial Audit

5208011 - REFUNDS
4293557 - Initial Audit - Other

Total 4293557 - Initial Audit

4293558 -
4293560 -
4293561 -
4293563 -
4293564 -
4293566 -
4293567 -
4293568 -
4293569 -
4293570 -
4293571 -
4293572 -
4293573 -
4293574 -
4491000 -
4896021 -

Re-Exam Audit

| ate Fees-Initial Certificate
Late Fees-Certificate Renewals
Late Fees-Firm Permit Renewals
Late Fees-Peer Raview

Firm Permit Inidividual

Peer Review Admin Fee

Firm Permit Name Change
Initial FAR

Initlal REG

Inital BEC

Re-Exam FAR

Re-Exam REG

Re-Exam BEC

Interest and Dividend Revenue
Legal Recovery Cost

Total Income

Gross Profit

Expense

5101010 -
5101020 -
5101030 -
5102010 -
5102020 -
5102060 -
5102080 -
5102090 -
5203010 -
5203020 -
5203030 -
5203100 -
5203120 -
5203140 -
5203150 -
5203230 -
5203260 -
5203280 -
5203300 -
5203320 -
5203350 -
5204010 -
5204020 -
5204030 -
5204160 -
5204180 -

5204181

F-T Emp Sal & Wages

P-T/Temp Emp Sal & Wagas
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 Overnigt
InState-Non-Tax Meals OverNight
0S$-Auto Private High Mileage
0S-Air Commercial Carrier
08-0Other Public Carrier
0S-Lodging

0OS-Incidentals to Travel
0S-Non-Taxable Maals Overnight
Subscriptions

Dues and Membearship Fees
Legal Document Foes

Workshop Reglstration Fees
Computer Services-State

- Computer Development Serv-State
5204200 -
5204220 -
5204230 -
5204340 -
5204360 -
5204440 -

Central Services

Equipment Service & Maintenance
Janitorlal/Maintenance Services
Computer Software Maintenance
Advertlsing-Newspapers
Newslotter Publishing

Jul*11 -Mar 12 Budget $ Over Budget % of Budget
1,675.00 3,000.00 -1,325.00 55.8%
54,190.00 49,000.00 5,190.00 110.6%
20,350.00 19,500.00 850.00 104.4%
670.00 700.00 -30.00 95.7%
1,100.00 1,250.00 -150.00 88.0%
19,750.00 18,350.00 1,400.00 107.6%
-30.00
660.00 600.00 60.00 110.0%
630.00 600.00 30.00 105.0%
1,980.00 1,890.00 90.00 104.8%
100.00
2,850.00 4,000.00 -1,150.00 71.3%
600.00 800.00 =200.00 75.0%
800.00 1,100.00 -300.00 72.7%
72,150.00 €4,000.00 8,150.00 112.7%
1,275.00 5,650.00 -4,375.00 22.6%
320.00 100.00 220.00 320.0%
570.00 980.00 -420.00 57.6%
420.00 530.00 -110.00 79.2%
450.00 780.00 -330.00 57.7%
1,260.00 1,710.00 -450.00 73.7%
1,770.00 1,800.00 -30.00 98.3%
1,710.00 1,920.00 -210.00 89.1%
11,505.78 15,000.00 -3,494.22 76.7%
2,180.00 1,000.00 1,180.00 218.0%
198,305.78 193,670.00 4,635.78 102.4%
198,305.78 193,670.00 4,635.78 102.4%
52,502.40 66,239.00 -13,736.60 79.3%
13,345.69 19,380.00 -6,034.31 68.9%
2,460.00 4,020.00 -1,560.00 61.2%
4,932.20 6,549.00 -1,616.80 75.3%
4,734.28 5,147.00 41272 92.0%
13,455.47 17,869.00 -4,413.53 75.3%
170.35 133.00 37.35 128.1%
60.89 55.00 5.89 110.7%
281.67 1,600.00 -718.33 28.2%
452.00 300.00 152.00 150.7%
1,039.70 1,700.00 -660.30 61.2%
B07.74 1,000.00 -192.26 80.8%
0.00 100.00 -100.00 0.0%
32.00 100.00 -68.00 32.0%
269.00 500.00 -231.00 53.8%
0.00 100.00 -100.00 0.0%
2,286.20 6,700.00 -4,413.80 34.1%
185.35 500.00 -314.65 37.1%
4,103.57 7,800.00 -3,696.43 52.6%
249.1 350.00 -100.9% 1.1%
504.00 1,000.00 -496.00 50.4%
452.99 1,500.00 -1,047.01 30.2%
3,350.00 3,900.00 -550.00 85.9%
0.00 500.00 -500.00 0.0%
3,799.00 5,400.00 -1,601.00 70.4%
552.00 600.00 -48.00 92.0%
1,855.20 10,400.00 -8,544.80 17.8%
4,751.87 7,000.00 -2,248.13 67.9%
46.07 300.00 -253.93 15.4%
1,078.74 1,560.00 -481.26 69.2%
864.55 1,000.00 -135.45 86.5%
0.00 2,100.00 -2,100.00 0.0%
0.00 1,100.00 -1,100.00 0.0%



5204460 -
5204480 -
5204490 -
5204530 -
5204540 -
5204560 -
5204590 -
5204740 -
5205020 -
5205310 -
5205320 -
5205330 -
5205340 -
5205350 -
5207430 -
5207900 -
5207950 -
5207955 -
5207960 -
5228000 -
5228030 -

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

July 2011 through March 2012

Equipment Rental

Microfilm and Photography
Rents Privately Ownad Property
Telecommunications Services
Electricity

Water

Insurance Premiums/Surety Bonds
Bank Fees and Charges

Office Supplies

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

Office Machines

Computer Hardwara

System Development

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

Total Expense

Net Ordinary Income

Net Income

Jul "1 - Mar 12 Budget $ Over Budget % of Budget
2,633.40 4,500.00 -1,866.60 58.5%
502.66 700.00 -197.34 71.8%
11,425.05 15,531.00 -4,105.95 73.6%
1,682.12 2,500.00 -817.88 67.3%
551.59 865.00 -313.41 63.8%
134.10 240.00 -105.90 55.9%
1,657.50 1,710.00 -52.50 96.9%
2,723.65 2,700.00 23.65 100.9%
558.94 1,700.00 -1,141.06 32.9%
0.00 500.00 -500.00 0.0%
163.57 1,000.00 -836.43 16.4%
630.00 700.00 -70.00 90.0%
0.00 300.00 -300.00 0.0%
1,005.85 3,100.00 -2,094.15 32.4%
0.00 100.00 -100.00 0.0%
.00 4,800.00 -4 8G0.00 0.0%
0.00 500.00 -500.00 0.0%
.00 500.00 -500.00 0.0%
0.00 500.00 -500.00 0.0%
4,205.78 7,400.00 -3,194.22 56.8%
9,052.74 12,070.40 -3,017.66 75.0%
155,548.89 237,818.40 -82,269.51 65.4%
42,756.89 -44,148.40 86,905.29 -96.8%
42,756.89 -44,148.40 86,905.29 96.8%




South Dakota Board of Accountancy
PREVIOUS YEAR MONTHLY COMPARISON

Ordinary Income/Expanse

Income

4293550 -
4293552 -
4293555 -
4293557 -
4293558 -
4293560 -
4293566 -
4293569 -
4293570 -
4293572 -
4293573 -
4293574 -
4896021 -

Total Income

Gross Profit

Expense

5101010 -
5101020 -
5101030 -
5102010 -
5102020 -
5102060 -
5102080 -
5102090 -
5203010 -
5203030 -
5203100 -
5203140 -
5203150 -
5203260 -
5203280 -
5203300 -
5203320 -
5203350 -
5204010 -
5204180 -
5204181 -
5204200 -
5204220 -
5204230 -
5204340 -
5204440 -
5204460 -
5204490 -
5204530 -
5204540 -
5204560 -
5204590 -
5204740 -
5205020 -
5205320 -
5205350 -
5228000 -
5228030 -

Total Expense

Net Ordinary Income

Net Income

March 2012
Mar 12 Mar 11 % Change % Change
Initial Individual Certificate 150.00 100.00 50.00 50.0%
Certificate Renewals-Inactive (.00 50.00 -50.00 -100.0%
Firm Permit Renewals 50.00 100.00 -50.00 -50.0%
Initial Audit 30.00 60.00 -30.00 -50.0%
Re-Exam Audit 330.00 390.00 -60.00 -15.4%
Late Feas-Initial Certificate 0.00 50.00 -50.00 -100.0%
Flrm Permit Inldividual 390.00 325.00 65.00 20.0%
Initlal FAR 90.00 60.00 30.00 50.0%
Initlal REG 0.00 30.00 -30.00 -100.0%
Re-Exam FAR 180.00 150.00 30.00 20.0%
Re-Exam REG 270.00 150.00 120.00 80.0%
Re-Exam BEC 270.00 120.00 150.00 125.0%
Legal Recovery Cost 50.00 0.00 50.00 100.0%
1,810.00 1,585.00 225.00 14.2%
1,810.00 1,585.00 225.00 14.2%
F-T Emp Sal & Wages 12,541.12 5,407.60 7,133.52 131.9%
P-T/Temp Emp Sal & Wages 3,258.97 1,330.78 1,928.19 144.9%
Board & Comm Mbrs Faes 120.00 6.00 120.00 100.0%
OASI-Employer's Share 1,158.34 484,78 673.56 138.9%
Retirement-ER Share 948.02 404.30 543.72 134.5%
Health /Life Ins.-ER Share 2,300.67 1,633.78 766.89 50.0%
Worker's Compensation 28.14 11.46 16.68 145.6%
Unemployment Insurance 10.06 572 434 75.9%
Auto--State Owned 146.24 135.14 11.10 8.2%
In State-Auto- Priv. High Miles 145.78 0.00 145.78 100.0%
In State-Lodging 0.00 50.46 -50.46 -100.0%
InState-Tax Meals Not Overnigt 14.00 9.00 5.00 55.6%
InState-Non-Tax Meals OverNight 9.00 26.00 -17.00 -65.4%
O8-Air Commercial Carrier 943.00 348.31 584.69 170.7%
0S5-Other Public Carrier 36.00 163.00 -127.00 -77.9%
0OS-Lodging 1,161.65 1,525.37 -363.72 «23.8%
OS-Incidentals to Travel 85.00 100.00 -15.00 -15.0%
0OS-Non-Taxable Meals Overnight 162.00 207.00 -45.00 -21.7%
Subscriptions 24549 0.00 24549 100.0%
Computer Sarvices-State 75.00 57.00 18.00 31.6%
Computer Development Serv-State 437.00 0.00 437.00 100.0%
Central Services 156.64 172.50 -15.86 -9.2%
Equipment Service & Maintenance 1.55 2.00 -0.45 -22.5%
Janitorial/Maintenance Services 119.86 119.86 0.00 0.0%
Computer Software Maintenance 52.50 0.00 52.50 100.0%
Newsletter Publishing 0.00 496.10 -496.10 -100.0%
Equipment Rental 83.60 93.60 0.00 0.0%
Rents Privately Owned Property 1,269.45 1,269.45 0.00 0.0%
Telecommunications Services 175.82 154.61 21.21 13.7%
Elactricity 64.53 62.10 243 3.9%
Water 22.35 23.35 -1.00 ~4.3%
Insurance Premiums/Surety Bonds 1,657.50 0.00 1,657.50 100.0%
Bank Fees and Charges 31.00 16.00 15.00 93.8%
Office Supplies 204 .66 0.00 204.66 100.0%
Printing/Duplicating/Binding Co 0.00 37.95 -37.95 -100.0%
Postage 1,000.00 5.66 994.34 17,567.8%
Operating Transfers Out-NonBudg 462.20 530.23 -68.03 -12.8%
Depreciation Expense 1,005.86 1,005.86 0.00 0.0%
30,143.00 15,788.97 14,354.03 90.9%
-28,333.00  -14,203.97 -14,129.03 -99.5%
-28,333.00 -14,203.97 «14,129.03 -99.5%
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South Dakota Board of Accountancy

PREVIOUS YEAR TO DATE MONTHLY COMPARISON
July 2011 through March 2012

Ordinary Income/Expense

Income

4293550 -
4293551 -
4293552 -
4293553 -
4293554 -
4293555 -
4293557 -
4293558 -
4293560 -
4293561 -
4293563 -
4293564 -
4293566 -
4293567 -
4293568 -
4293569 -
4293570 -
4293571 -
4203572 -
4293573 -
4293574 -
4491000 -
4896021 -

Initial Individual Certificate
Certificate Renewals-Active
Cerlificate Renewals-lnactive
Certificate Renewals-Ratired
Initial Firm Permits

Firm Permit Renewals

Initial Audit

Re-Exam Audit

Late Fees-Initial Certificate
Late Fees-Certificate Renewals
Late Fees-Firm Parmit Renewals
Late Feas-Paer Review

Firm Permit Inidividual

Peer Review Admin Fee

Firm Permit Name Change
Initial FAR

Initial REG

Inital BEC

Re-Exam FAR

Re-Exam REG

Re-Exam BEC

Iinterest and Dividend Revenue
Legal Recovery Cost

Total Income

Gross Profit
Expanse

5101010 -
5101020 -
5101030 -
5102010 -
5102020 -
5102060 -
5102080 -
5102090 -
5203010 -
5203020 -
5203030 -
5203100 -
5203140 -
5203150 -
5203260 -
5203280 -
5203300 -
5203320 -
5203350 -
5204010 -
5204020 -
5204040 -
5204160 -
5204180 -

5204181

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
Unemploymant Insurance
Auto--State Owned
Auto-Private-Ownes Low Mileage
In State-Auto- Priv. High Milas

In State-Lodging

InState-Tax Meals Not Overnigt
InState-Non-Tax Meals OverNight
08S-Air Commaerclal Carrier
035-0Other Public Carrier
0S-Lodging

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

Dues and Membership Fees
Consultant Fees-Accounting
Workshop Registration Fees
Computer Servicas-State

- Computer Development Serv-State
5204200 -
5204220 -
5204230 -
5204340 -
5204440 -
5204460 -
5204480 -
5204490 -
5204530 -
5204540 -
5204560 -
5204590 -

Central Services

Equipment Service & Maintenance
Janitorial/Maintenance Services
Computer Software Maintenance
Newsletter Publishing

Equipment Rental

Microfilm and Photography

Rents Privately Ownad Property
Telecommunications Services
Electricity

Water

Insurance Premlums/Surety Bonds

Ju! "11 - Mar 12 Jul 10 - Mar 11 $ Change % Change
1,675.00 1,750.00 -75.00 -4.3%
54,190.00 54,850.00 -660.00 -1.2%
20,350.00 20,150.00 200.00 1.0%
670.00 650.00 20.00 31%
1,100.00 900.00 200.00 22.2%
18,750.00 20,050.00 -300.00 ~1.5%
630.00 570.00 60.00 10.5%
1,980.00 2,130.00 -150.00 -1.0%
100.00 50.00 50.00 100.0%
2,850.00 5,950.00 -3,100.00 -52.1%
600.00 1,100.00 -500.00 -45.5%
800.00 600.00 200.00 33.3%
72,150.00 70,680.00 1,470.00 21%
1,275.00 1,575.00 -300.00 -19.1%
320.00 150.00 170.00 113.3%
570.00 960.00 -390.00 -40.6%
420.00 420.00 0.00 0.0%
450.00 £10.00 -360.00 -44.4%
1,260.00 1,200.00 60.00 5.0%
1,770.00 1,440.00 330.00 22.9%
1,710.00 1,650.00 60.00 3.6%
11,505.78 16,547.72 -5,041.94 -30.5%
2,180.00 0.00 2,180.00 100.0%
168,305.78 204,182.72 -5,876.94 -2.9%
198,305.78 204,182.72 -5,876.94 -2.9%
52,502.40 45,311.54 7,190.86 15.9%
13,345.69 12,311.27 1,034.42 8.4%
2,460.00 2,538.00 -78.00 -3.1%
4,932.20 4,354.23 577.97 13.3%
4,734.28 345740 1,276.88 36.9%
13,455.47 12,692.03 763.44 6.0%
170.35 97.98 72.37 73.9%
60.89 48.95 11.94 24.4%
281.67 232.82 48.85 21.0%
452.00 294.20 157.80 53.6%
1,039.70 3588.12 641.58 161.2%
807.74 143.46 664.28 463.0%
32.00 36.00 -4.00 -11.1%
269.00 163.00 106.00 65.0%
2,286.20 3.515.81 -1,229.61 -35.0%
185.35 267.00 -81.65 -30.6%
4,103.57 5,805.87 -1,702.30 -29.3%
249.01 241.00 8.01 3.3%
504.00 798.00 -285.00 -36.9%
452.99 424,25 28.74 6.8%
3,350.00 3,350.00 0.00 0.0%
0.00 6,200.00 -6,200.00 -100.0%
3,799.00 3,855.00 -56.00 -1.5%
552.00 513.00 39.00 7.6%
1,855.20 3,384.00 -1,628.80 -45.2%
4,751.87 4.,855.05 -103.18 -2.1%
46.07 48.21 -2.14 -4.4%
1,078.74 1,078.74 0.00 0.0%
864.55 897.50 -32.95 3.7%
0.00 982.99 -982.99 -100.0%
2,633.40 3,230.40 -597.00 -18.5%
502.66 0.00 502.66 100.0%
11,425.05 11,425.05 0.00 0.0%
1,682.12 1,591.63 90.49 5.7%
551.59 580.86 -29.27 -5.0%
134.10 83.40 40.70 43.6%
1,657.50 0.00 1,657.50 100.0%



5204740 -
5205020 -
5205310 -
5205320 -
5205330 -
5205350 -
5207900 -
5228000 -
5228030 -

South Dakota Board of Accountancy

PREVIOUS YEAR TO DATE MONTHLY COMPARISON
July 2011 through March 2012

Bank Fees and Charges

Office Supplies

Printing State
Printing/Duplicating/Binding Co
Supplsmental Publications
Postage

Computer Hardware

Operating Transfers Out-NonBudg
Depreciation Expense

Total Expense

Net Ordinary Income

Net Income

Jui'11 - Mar 12 Jul 10 - Mar 11 $ Change % Change
2,723.65 2,217.59 506.06 22.8%
558.94 1,009.17 -450.23 -44.6%
0.00 76.18 -76.18 -100.0%
163.57 422.67 -259.10 -61.3%
630.00 598.75 31.25 5.2%
1,005.85 1,529.94 -524.09 -34.3%
0.00 5,197.22 -5,197.22 -100.0%
4,205.78 4,291.80 -86.02 -2.0%
9,052.74 9,052.74 0.00 0.0%
155,548.88 156,613.82 -4,064.93 -2.6%
42,756.89 44,568.90 -1,812.01 4.1%
42,756.89 44,568.90 -1,812.01 -4.1%
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REPORT TO BOARD ON GRADES
Nicole Kasin

The grades were posted for review for the 32™ window. These grades are through March
2012. 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 1-32

| Window | (All) |

Average of
Score Section

Grand
School AUD BEC FAR REG Total
Augie 74 71 74 72 73
BHSU 68 69 70 71 69
COTech 67 71 66 74 70
DsuU 72 69 62 70 68
DwWU 68 65 64 75 68
Mt. Marty 66 67 72 68 68
NAU 55 53 58 66 58
NSU 71 68 72 69 70
0Ss 73 72 71 73 72
SDsU 75 74 79 75 75
ushD 77 75 74 75 75
USF 74 74 75 77 75
Grand Total 73 71 72 73 72

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

| Window Lany ]

Count of
Score Section

Grand
School AUD BEC FAR REG Total
Augie 53 62 44 57 2186
BHSU 62 66 49 53 230
CQTech 9 8 6 9 32
DsuU 12 14 13 9 48
DwU 8 8 7 7 30
Mt. Marty 14 17 5 13 49
NAU 3 7 9 7 26
NSU 59 75 45 52 231
0s 164 173 150 145 632
SDSU 17 23 12 16 68
UsD 144 160 151 141 596
USF 38 49 35 33 155
Grand Total 583 662 526 542 2313




Average for past 8 windows (3 or more parts)

| Window | (Multiple Items) |

Average of
Score Section

Grand
School AUD BEC FAR REG Total
Augie 77 71 75 74 74
BHSU 67 68 71 71 69
COTech 71 54 74 69
DwWuU 77 64 66 74 71
Mt. Marty 69 68 70 69
NAU 62 68 67
NSU 72 68 76 73 72
08 73 70 70 72 71
SDsU 71 73 73 72 72
UsD 74 74 72 74 74
USF 73 70 75 79 74
Grand Total 73 71 71 73 72

The Board needs to Approve the 2012-1 (32™ Window) grades.



EXECUTIVE DIRECTOR’S REPORT
Nicole Kasin

Website Updates

Board staff has been working with DLR staff to convert our page. The page has been completed and
there is some backside technology issues being resolved and then the new webpage will be
implemented shortly in the future.

Firm Data

Avariety of issues will be discussed later in meeting for a more in depth discussion and vetting of ideas
on how and if to move forward.

CPE Audits

There is one outstanding CPE audit without resclution. A hearing will be scheduled for a future date.

CPA Exam Fees

We have received notice from the AICPA and NASBA in regards to the cost of the CPA Exam. The
Prometric seat fee will not change in 2013. The cost of scoring the exam will decrease by $5 from the

AICPA and there are no changes in fees from NASBA. The lower fee will become effective July 21, 2012,
in South Dakota.

Request for Support

| received a call from Kent Smoll, prior Kansas Board member, in regards to running for NASBA Director
at Large. He has asked for the Board to support him and write a letter of support to the NASBA Board of
Directors, for the Director at Large position. Kent has been a Director at Large for the past 3 years and is
looking to get reappointed. His resume follows this report.



E. Kent Smoll, CPA/PES

2410 Central
Dodge City, Kansas 67801 Phone (620) 225-6100

Fax (620) 225-5007
E-mail esmoll@smoilbanning.com

‘ May 1974

Bachelor of Science in Accounting
Kansas State University
Manhattan, Kansas

1974-1979 Fox & Co.  Staff Accountant
1979 - 1981  Lindburg & Vogel Shareholder in charge of the regional office
1981-Present  Smoll & Banning, CPA’s, LLC Managing Member

1996 - 2011 Member, Kansas State Board of Accountancy
Chairperson 1999, Vice Chairperson 2010-2011

National Association of State Boards of Accountancy (NASBA) Activities

2010-Present  Director at Large, NASBA

2007 - 2009 Regional Director, NASBA

2005 —Present Member, NASBA Administration and Finance Committee
Chairperson — Current

2007 - 2008 Member, NASBA Legislative Support Committee

1969 — 2004 Member, NASBA Nominating Committee

1997 — 1998 Member, NASBA Alternative Practice Structures Committee

Past Board of Directors — Kansas Society of CPA’s

' Past Chairperson ~ Federal and State Taxation committee — Kansas Society of
CPA’s

American Institute of Certified Public Accountants

Kansas Society of Certified Public Accountants

2010 - 2011 Mayor of Dodge City
2006 — 2009 Mayor of Dodge City

2006 — Present Dodge City, City Commissioner

1998 Chairperson of the Dodge City Area Chamber of Commerce
1990 — 1997  Treasurer Dodge City Area Chamber of Commerce

1988 — 1992  Dodge City, City Commissioner

1691 -1992  Mayor of Dodge City

Various Treasurer and served on the Administrative Board of the First

United Methodist Church

Traveling and Scuba Diving

..11 Wife — Dee -
Daughters — Jennifer, 32; Katie, 30



.CPA

Peer Review Program

Peer Review Process

Janice Gray, CPA, OK BOA Vice Chair and NASBA CAC Chair
Jamas W. Brachens, Jr., CPA, AICPA VP - Ethics and Practice Quaiity

Who Administers Peer Review

.- National Peer Raview Committee

i1 State Socleties {including New England Peer
Review, Inc.)

T ——

Types of Reports - Continued

 Pass (System) - firm's system Is suitably
designed and firm has complied with its
pollcles and procedures so that it has
reasonable assurance of performing and
reporting in conformity with applicable
professional standards

4 Pass (Engagemant) — all engagements
reviewed were performed and reported on in
conformity with applicabla professlonal
standards

4/24/2012

What is Peer Review?

; System Review — an evaluation of a firm’s

system of guality control and the firm’s
compliance with its system

+# Engagement Review — no evaluation of the
firm’s system; report based only on
engagements reviewed

{1 In both cases, value of the process to both
the firm and the public interest Is its
remadial nature

_AICTA Prer Revimw Pragram

Types of Reports

: Pass
il Pass with deficiencies
% Fail

Types of Reports - Continued

% Pass with deficlencies (System) —~ system is
suitably designed and the firm has complied
except for a certain deficlency or
deflciencies that are described in the report

= Pass with deflciencies (Engagement) — at
least one, but not all, engagements reviewed
contain one or more deficlencies that are
described in the report

AICPA] Poor Rowsew Progeam .



Types of Reports - Continued

i Fail (System) — system s not suitably
designed or has not been complied with
= The firm does not have reasonable assurance of
performing or reporting in conformity with
professional standards in all material respects
+ The peer reviewer would have found and reported
“significant deficiencies”
# Fail (Engagement) — afl engagements
reviewed contain one or more deficiencies
that are described in the report

Types of Reports - Continued

- Matter for Further Consideration Form (MFC)
+ Used to document “no” answars to questions on checklists
complatad by reviewer
« Includes:
- Reviewar's description of “matter”
- Professional standards reference, when appropriate

+ May be resolved or elevated to a finding, deficiency or
signlificant deficiency

=i Finding for Further Conslderation Form
(FFC) replaced “letter of comments”

¢ Usaed to document and communicate relatively miner infractions
(findings})

* Includes suggestions for improvement

_AICRA) Past Revpi Program

Performance of System Review

- Evaluate firm's documented system of
quality control {policies and procedures)

** Interview partners and staff

+: Ravlew CPE files

i Raview engagements representative of firm’s
practice - must Include (if applicable):
+ Yellow Book {including A-133)
« Employee Benefit Plans
* FDICIA
= Carrying Broker-Dealers

AICPA] Puor Reviow Frugeam
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Types of Reports - Continued

i Deficiancy (System) - indicates 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

-+ Daficiancy (Engagement) —

+ Information material to the understanding of the

financial statements or accountant’s report not
present, or

+ Omission of a critical procedure required by
profassional standards

AICFA} Prer Review Progam _

Peer Review Process

2 Firm enrolls with administering entity (AE)

3@ Firm selects peer reviewer

4 Peer reviewer selection approved by AE

= Peer review performed by reviewer

1 Draft report and workpapers submitted to AE
# Technical review performad

 Report acceptance body (RAB) reviews and
accepts report

"t Possible corrective actions

Performance of Engagement Review

»: Firm provides reviewer with listing of
engagements

'¥ Reviewer selects engagermants
& Firm (for each engagement selected):
« Completes engagement checklist
= Submits checklist, financial statements and
workpapers requlred by professional standards to
reviewer
it Reviewer performs revlew, calling firm with
questions and discuss issues noted

L r— .



Extensions

= Extensions of due date only if requested in
writing and for valid reasons

=: Normally two months maximum
7 Longer for medical or disaster

Facilitated State Board Access

i~ Facllitated State Board Access (FSBA) -a
secure, limited access website where state
boards of accountancy have access to the
report (and letter of response), acceptance
letter and corrective action letter
+ Where peer review required for licensure/practice

permits and BOAs not prohibited access by law

+ State boards have automatic access to firms with
their main office in their state

= Firms may request “expanded access” 1o other states

_APCIA) Buer Raviow Program

Facilitated State Board Access

- |deal means for monitoring firms’
compliance with required remediation
-+ Oklahoma system:
+ PROC monitors FSBA

« BOA staff sends notification 1o firms with Pass with
Deficiency or Fail reports that their compliance with
required remedial action is being monitored

« If firms fail to perform in a timely manner,
enforcement action would be opened

AMICRA Paas Ryvaw Progrm

4/24/2012

_
Peer Reviewer Qualifications

# Pear reviewers must be:

« AICPA member currently active at supervisory level in
accounting or auditing

« Be associated with a firm that has received a peer
review rating of pass

+ Have at least five years experience
! Team captains - all of above plus:
« Partner or equivalent
+ Complete initial team captain training
= Complete additicnal ongoing CPE

_AUCSPAJ Putr Rovlow Pragram B

Facilitated State Board Access

it States where firms cannot opt-out:
« California
« Louisiana
+ Maryland
« New York
+ Oklahoma
+ Texas

AKCPA] Paar Review Frogram -

Oversight by Administering Entity

+ Paar review - observe conduct of review
while review is belng performed
* Includes evaluation of all aspects of review
+ Reviews selected for oversight based on various risk
criteria
« Reviewer resume verification:
*+ Atleast every three years
+ Raviewaer required to:
- Verify industry experience

- Submit summary of CPE taken in the last three
years

AJE P Far Reviow Progmm B




Oversight by AICPA

- Oversight of administering entities

# Oversight of peer reviews

t AICPA annual oversight raport - avallable on
www.aicpa.org

 Starting in 2011, administering entities
hegan to prepare annual oversight reports

Peer Review Oversight Committees

* PROG structure (AICPA suggestion)
+ Three members

- Two CPA members, ideally "team captain” qualified, but at least
with axtengive accounting and auditing experience at partner
laval

- One public membar, who has utllized public accounting sarvices
+ Confidentiality Agreement
« Aftend meetings of peer review commitiee and RABs
* Reporting to Board of Accountancy

_AICPA] Pyor Raviaw Frogram

States with PROCs

Arizona Minnesota Cregon
California Mississippi South Carclina
Idaho Missouri Tennessee
Indiana Montana Texas

Kansas Nebraska Virginia
Louisiana New Hampshire Washington
Maryland Ohio Wyoming
Massachusetts Oklahoma

4/24/2012

Peer Review Oversight Committees

“t Guiding principles of oversight
+ Ensure peer review program is effective and uniform
+ Transparency increases understandipg & confidenca
5 UAA Article 7
+ Rule 7-4 {b) "An Qversight Committee shall be
appointed by the Board....and report to the Board..."
* Rule 7-5 - the Board shall have access to the reports
1 AICPA Oversight Handbook — Chapter 3

AICPAJ Proe Revlrw Peogtom

Peer Review Oversight Committees

i [ndlvidual state considerations:
= Size of PROC
+ Compensation/expense reimbursement of members
« Other functions of PROC
- Monitoring of remedial action via FSBA
- Recommendation of disciplinary action of those
not in compliance (from information on FSBA}
= QOther

Y T —

AICPA Peer Review Web Resources

> Peer Raview Standards

i Paer Review Standards Interpretations

= Report Acceptance Body Handbook

# Peer Review Alerts

:; System and Engagement Raview Checklists

ALTBAL Pasr Ravio Prigran
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STATE OF SOUTH DAKOTA
DEPARTMENT OF LABOR & REGULATION

BOARD OF ACCOUNTANCY
IN THE MATTER OF
COMPLAINT &
DAWN L. IMRIE NOTICE OF HEARING

Certificate No. 2662

Respondent.
L e ———

TO: Dawn Imrie
Student Loan Finance Corp.
124 8. 19 St.
Aberdeen SD 57401

PLEASE TAKE NOTICE that an administrative hearing in the above-entitled matter will be held
before the South Dakota Board of Accountancy on Monday, April 30, 2012, at 11:00 a.m.
CDT, or as soon thereafter as the matter can be heard, at the Department of Legislative Audit,
located at 427 S, Chapelle, Pierre, South Dakota, in the Conference Room.

This hearing is being held pursuant to the legal authority and jurisdiction granted to the State
Board of Accountancy (Board), under SDCL Chapter 36-20B and SDCL Chapter 1-26.

The purpose of this hearing will be to determine whether Dawn Imrie, Certificate No. 2662, is in
violation of state statutes or administrative rules, thus resulting in the Board taking disciplinary
action against Ms, Imrie.

Following the hearing, the Board shall issue findings of fact, conclusions of law, and a decision
that may take such actions as are authorized by SDCL Chapter 36-20B, including, but not
limited to, denial, suspension or revocation of Certificate No. 2662. Additionally, pursuant to
SDCL 1-26-29.1, should this proceeding result in discipline, the Board may assess all or part of
its actual expenses for this proceeding against you.

This hearing is a contested case as that term is defined in SDCL 1-26-1 (2). As such, this
hearing is an adversarial proceeding. You have the right to be present at the hearing and to be
represented by an attorney. These and other due process rights will be forfeited if they are not
exercised at the hearing. If you intend to be represented by an attorney, please inform the
undersigned of your attorney’s name, address, and telephone number.

If you do not appear at the scheduled time of the hearing, the matter may be dismissed or it may
be decided on the basis of evidence presented at the hearing.



If the amount in controversy exceeds $2,500.00 or if a property right may be terminated, a party
to the contested case may require the agency to use the Office of Hearing Examiners by giving
notice of the request to the agency no later than 10 days after service of this notice of hearing.

Notice of the Board’s decision will be sent to you within 30 days after this matter 1s fully
submitted to it, unless such time is extended by the Board pursuant to SDCL [-26-30.1.

The decision based on the hearing may be appealed to the Circuit Court and the State Supreme
Court, as provided by law.

If you or anyone participating in the hearing on your behalf requires accommodations due to a
disability, contact Nicole Kasin at (605) 367-5770 and suitable arrangements will be made.

Statutes and Rules involved in this hearing:
36-20B-27. Renewal of certificate--Continuing education requirement—Exception:

For renewal of a certificate under this chapter, a licensee shall participate in a program of
learning designed to maintain professional competency. The program of learning shall
comply with rules, promulgated by the board pursuant to chapter 1-26. A licensee shall
complete one hundred twenty hours of continuing education in each three-year renewal
period. The board may, by rule promulgated pursuant to chapter 1-26, establish 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 involving 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
furmishing of advice on tax matters. Any licensee 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 license, on which their CPA or PA title appears.

36-20B-40, Disciplinary action—-Remedies available to board—Grounds:

The board may, in accordance with chapter 1-26, revoke any certificate, license, or permit
issued pursuant to this chapter or corresponding provisions of prior law or revoke or limit
practice privileges under the provisions of § 36-20B-66 or 36-20B-67; suspend any such
certificate, license, or permit, or refuse to renew any such certificate, license, or permit for a
period of not more than five years; reprimand, censure, or limit the scope of practice of any
licensee; impose an administrative fine not exceeding one thousand dollars, or place any
licensee on probation, all with or without terms, conditions, and limitations, for any one or
more of the following reasons:

6. Violation of any provision of this chapter or rule, promulgated by the board pursuant to
chapter 1-26, or violation of professional standards,

Complaint & Notice of Hearing
Dawn L. Imrie
Page 2 of §



20:75:04:11. Review of continuing professional education credits.

Certificate holders are subject to verification of all continuing professional education credits
submitted to the board. Annually, the board may randomly select holders of individual
certificates who are in the three-year renewal cycle for review of continuing professional
education credits. The period to be reviewed may be one to three reporting years prior to the
request. The board shall determine the number selected for review each year based on a
percentage of the number of individuals holding certificates at the time of the random
selection. An individual selected for a review must provide documentation to verify
attendance or completion of all courses reported to the board for continuing professional
education credit.

If an individual does not meet the requirements of continuing professional education in

SDCL 36-20B-27, § 20:75:04:07, 20:75:04:08, 20:75:04:09, or 20:75:04:10, an adjustment of
hours may be made administratively if an audit of continuing education credits creates
discrepancies in the individual's total number of hours during a year.

Facts supporting the alleged violations:

1. On October 12, 2011, Ms. Imrie was sent notice in regards to being randomly selected for
a CPE audit. The Board requested her to submit the documentation for claimed CPE by
December 1, 2011.

2. On December 6, 2011, Ms. Imrie was sent a second letter indicating documentation for
claimed CPE had not been received for her CPE audit. The Board requested her to
submit the required documentation for claimed CPE within 15 days;

3. On December 20, 2011, Executive Director Kasin sent an email reminder that the CPE
documentation was due on December 21, 2011. A read receipt to the email indicates the
email to Ms. Imrie was read on December 21, 2011, at 6:36 am.

4. On December 22, 2011, Executive Director Kasin left a phone message for Ms. Imrie on
her work line. No returned call was received.

5. On December 27, 2011, Executive Director Kasin left a phone message for Ms. Imrie on
her home phone line. No retured call was received

6. On December 28, 2011, Ms. Imrie was sent a third letter indicating documentation for
claimed CPE had not been received for her CPE audit. The Board requested her to
submit the required documentation for claimed CPE within 10 days. The letter was sent
to her via certified mail with a return receipt. The letter was signed for by an agent at the
address on December 30, 2011.

7. On January 10, 2012, Executive Director Kasin left a phone message for Ms, Imrie on her
work line. No returned call was received.

8. Ms. Imrie failed to submit documentation to verify CPE courses reportedly taken in the
period of July 1, 2008 to June 30, 2009.

9. Ms. Imrie failed to submit documentation to verify CPE courses reportedly taken in the
period of July 1, 2009 to June 30, 2010.

10.Ms. Imrie failed to submit documentation to verify CPE courses reportedly taken in the
period of July 1, 2010 to June 30, 2011.

Complaint & Notice of Hearing
Dawn L. [mrie
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11.Ms. Imrie failed to submit documentation to verify the 120 hours of CPE claimed for the
period ending June 30, 2009.

12.Ms. Imrie failed to submit documentation to verify the 120 hours of CPE claimed for the
period ending June 30, 2010,

13.Ms. Imrie failed to submit documentation to verify the 120 hours of CPE claimed for the
period ending June 30, 2011.

14.Ms. Imrie failed the CPE audit for the three year period ending June 30, 2011, by not
submitting verifying documentation for all claimed CPE.

Complaint & Notice of Hearing
Dawn L. Imrie
Page 4 of §



CERTIFICATE OF SERVICE

I hereby certify that on the l 8 day of January, 2012, I sent, by Certified Mail, return receipt
requested, and by U.8S. First Class Mail, postage prepaid, a true and correct copy of the
Complaint and Notice of Hearing to:

Dawn Imrie

Student Loan Finance Corp.
124 8. 1% St

Aberdeen, SD 57401
Respondent

Ml Vs

«“Nicole Kasin

Tticia Mpasbar. 1718712

“Sang 15,2005

Complaint & Notice of Hearing
Dawn L. Imrie
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Acronyms

Certain acronyms are used throughout this Report.

AICPA American Institute of Certified Public Accountants

PRP Peer Review Program

CPA Certified Public Accountant

CPCAF PRP Center for Public Company Audit Firms Peer Review Program
ERISA Employee Retirement Income Security Act

FDICIA Federal Deposit Insurance Corporation Improvement Act
GAAP Generally Accepted Accounting Principles

GAGAS Generally Accepted Government Auditing Standards
GAO Government Accountability Office (U.S.)

NASBA National Association of State Boards of Accountancy
NPRC National Peer Review Committee

OCBOA Other Comprehensive Basis of Accounting

OTF Oversight Task Force (AICPA Peer Review Board)
PCAOB Public Company Accounting Oversight Board

PRISM Peer Review Information System Management

PRB Peer Review Board (AICPA)

RAB Report Acceptance Body (Administering Entity Peer Review Committee)
SASs Statements on Auditing Standards

SEC Securities and Exchange Commission (U.S.)

SQCS Statements on Quality Control Standards

SSAEs Statements on Standards for Attestation Engagements

SSARS Statements on Standards for Accounting and Review Services



Introduction

Purpose of this Report

The purpose of this Annual Report on Oversight (Report) is to provide a general overview;
statistics and information; the results of the various oversight procedures performed on the
AICPA Peer Review Program (AICPA PRP); and to conclude on whether the objectives of the
AICPA Peer Review Board’s 2010 oversight process were met.

Scope and Use of this Report

This Report contains data pertaining solely to the AICPA PRP and should be reviewed in its
entirety and not taken out of context because there are:

* Approximately 29,000** firms enrolled in the AICPA PRP having a peer review performed
once every 3 years.

* Approximately 10,000 peer reviews taking place each year.

* Forty-two* administering entities covering 55 licensing jurisdictions.

*  Over 680 volunteer Peer Review Committee members.

Years Presented in this Report

Statistical information presented in this Report for 2008-10 is determined by the actual date of
the peer review, that is, when the peer review is performed.

Oversight procedures included in this repott are performed on a calendar year basis.

*Note: The National Peer Review Committee (National PRC) became an administering entity of the AICPA PRP
effective January 1, 2009. Prior to 1/1/09, the National PRC was a separate peer review program known as the
CPCAF PRP. The National PRC has issued a separate oversight report for the calendar year and its results are not
included within this report.

**Note: Approximately 33,000 firms are enrolled in the AICPA PRP. Around 4,000 of those enrolled firms have
indicated that they are not currently performing engagements subject to peer review.

i



Changes in Peer Review at the AICPA

In 1977, the AICPA Governing Council (Council) established the Division for CPA Firms to
provide a system of self-regulation for its member firms. There were two voluntary membership
sections within the Division for CPA Firms created: (1) the Securities and BExchange
Commission Practice Section (SECPS) and (2) the Private Companies Practice Section (PCPS).
Both sections required that once every three years firms had to have a peer review of their
accounting and auditing practices to monitor adherence to professional standards and that the
results of peer review information be made available in a public file.

Based upon the tangible results of the peer review process of the SECPS and PCPS, AICPA
members voted and adopted mandatory peer review in 1988. Firms were given the choice
between becoming a member of the Division for CPA Firms and undergoing an SECPS or PCPS
peer review or enrolling in the newly created AICPA Quality Review Program to be
administered in cooperation with state CPA societies.

In 1990, a new amendment to the AICPA bylaws mandated that AICPA members who practice
public accounting with firms that audit one or more SEC clients must be members of the SECPS.

In 1994, the PCPS Peer Review Program (PRP) and the AICPA Quality Review Program
combined to become the AICPA PRP, governed by the AICPA Peer Review Board (PRB),
which became effective in 1995,

The Sarbanes-Oxley Act of 2002 established the Public Company Accounting Oversight Board
(PCAOB) as a private-sector regulatory entity to replace the accounting profession’s structure as
it relates to public company audits. As a result, effective January 1, 2004, the SECPS was
restructured and became the CPCAF PRP, with the objective of administering a peer review
program that evaluates and reports on the non-SEC issuer accounting and auditing practices of
firms that are registered with and inspected by the PCAOB as well as certain firms that perform
audits of non-SEC issuers pursuant to PCAOB standards.

Since both the AICPA PRP and CPCAF PRP (Programs) were now only peer reviewing non-
SEC issuer practices, it was determined that the Programs could be merged into one and have
one set of peer review standards for all firms subject to peer review. In October 2007, the PRB
approved revised Standards for Performing and Reporting on Peer Reviews effective for peer
reviews commencing on or after January 1, 2009. This coincided with the official merger of the
Programs at which time the CPCAF PRP was discontinued (those firms are now administered
through the NPRC), and the AICPA PRP is now the single program for all AICPA firms subject
to peer review.



About the AICPA Peer Review Board

The PRB is the senior technical committee governing the AICPA PRP, and as such, it is
responsible for overseeing the entire peer review process. The PRB is dedicated to enhancing
the performance and quality of non-SEC accounting, auditing and attestation engagements
performed by AICPA members and their firms which are enrolled in the Program. The PRB
seeks to attain its mission through education and remedial corrective actions which serves the
public interest and enhances the significance of AICPA membership.

The mission of the PRB is achieved through establishing and conducting the Program. This
includes developing, implementing, maintaining and enhancing comprehensive peer review
Standards for Performing and Reporting on Peer Reviews (Standards) and related guidance for
firms subject to peer review, those performing peer reviews and others involved in administering
the Program for the PRB. In addition, the PRB is responsible for overseeing the entire peer
review process. By reevaluating the validity and objectives of the Program, the PRB ensures
continuous enhancement of the quality in the performance of non-SEC accounting, auditing and
attestation engagements by AICPA members and their firms enrolled in the Program, and
explicitly recognizes that protecting the public interest is an equally important objective of the
Program.

The PRB is comprised of 20 members consisting of public practitioners, state society executive
directors, and regulators.

Various subcommittees and task forces are appointed to assist the PRB in carrying out its
responsibilities. Their work is subject to review by the PRB. Currently, the PRB has standing
task forces for planning, oversight, standards, and education and communication.

The activities of the PRB and its task forces and subcommittees are supported by AICPA peer
review program staff who assist with draﬂmg Standards and Interpretatlons developing peer

review guidance related to emerging issues; and work on projects in cooperation with other
teams at the AICPA,
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Letter to the AICPA Peer Review Board
To the Members of the AICPA Peer Review Board:

We have completed a comprehensive oversight program for the 2010 calendar year. In planning
and performing our procedures, we considered the objectives of the oversight program, which
state there should be reasonable assurance that (1) administering entities are complying with the
administrative procedures established by the PRB as set forth in the AJCPA Peer Review
Program Administrative Manual, (2) the reviews are being conducted and reported upon in
accordance with the Standards, (3) the results of the reviews are being evaluated on a consistent
basis by all administering entity peer review committees, and (4) the information provided via
the Internet or other media by administering entities is accurate and timely. Our responsibility is
to oversee the activities of state CPA societies or groups of state societies that elect and are
approved to administer (administering entity) the AICPA PRP, including the establishment and
results of each administering entity’s oversight processes.

Qur procedures were conducted in conformity with the guidance contained in the 4JCPA Peer
Review Program Oversight Handbook and included the following procedures:

* Visits to the administering entities, on a rotation basis ordinarily every other year, by a
member of the Oversight Task Force. The visits include testing the administrative and
report acceptance procedures established by the PRB. See pages 1213, Oversight Visits
of the Administering Entities.

* Reviews of peer review working papers by AICPA PRP staff that are reviewed and
approved by the Oversight Task Force, including its PRB members, which covered all
parts of the peer review process from administrative functions, peer reviewer documents
and checklists, technical reviewer procedures, and peer review committee actions. For
2010, 307 or approximately 3.4% of total reviews were selected for oversight by the
AICPA PRP staff which also covered 301 different peer reviewers or 16% of all active
peer reviewers. These reviewers selected for oversight performed approximately 32% of
the 2010 peer reviews. See pages 13-14, Peer Review Working Paper Oversights.

* Monitoring the overall activities of the program. See page 14, Review of AICPA PRP
Statistics.

Oversight procedures performed by the administering entities in accordance with the AICPA
Peer Review Program Oversight Handbook included the following procedures:

* Administrative oversight performed by a peer review committee member in the year in
which there was no oversight visit by a member of the Oversight Task Force. See page
15, Administrative Oversight of the Administering Entity.

» Oversight of various reviews, selected by reviewed firm or peer reviewer, subject to
minimum oversight requirements of the PRB. For 2010, approximately 3.6% of total



reviewers were selected for oversight. See pages 16-17, Oversight of the Peer Reviews
and Reviewers.

o Verification of reviewers’ resumes. For 2010, resumes were verified for 749 reviewers.
See pages 17-18, Annual Verification of Reviewers’ Resumes.

Based on the results of the oversight procedures performed, the Oversight Task Force has
concluded that in all material respects (1} the administering entities were complying with the
administrative procedures established by the PRB, (2) the reviews were being conducted and
reported upon in accordance with Standards, (3) the results of the reviews were being evaluated
on a consistent basis by all administering entity peer review committees, and (4) the information
provided via the Internet or other media by administering entities was accurate and
timely. Based upon the Oversight Task Force's conclusions, we believe for the 2010 calendar
year, that the objectives of the PRB oversight program, taken as a whole, were met.

Respectfully submitted,

Randy Watson

Randy Watson, Chair
Oversight Task Force
AICPA Peer Review Board

January 20, 2012



The AICPA Peer Review Program
Overview

AICPA bylaws require that members engaged in the practice of public accounting be with a firm
that 1s enrolled in an approved practice-monitoring program or, if practicing in firms not eligible
to enroll, are themselves enrolled in such a program if the services performed by such a firm or
individual are within the scope of the AICPA’s practice monitoring Standards, and the firm or
individual issues reports purporting to be in accordance with AICPA professional standards. In
addition, there are currently 15 state CPA societies that have made participation of a member’s
firm in an approved-practice monitoring program a condition of continued state CPA society
membership. Also, of the 55 licensing jurisdictions, currently 50 state boards of accountancy
have statutorily made participation in a type of practice monitoring program mandatory for
licensure. See Exhibit 1.

The AICPA PRP has approximately 29,000 enrolled firms within the United States and its
territories at the time this report was prepared. See Exhibit 2. There are approximately 10,000
peer reviews performed each year by a pool of approximately 1,900 qualified peer reviewers.

Firms enrolled in the program are required to have a peer review, once every three years, of their
accounting and auditing practice related to non-Securities and Exchange Commission (SEC)
issuers covering a one-year period. 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. An accounting and auditing practice, as
defined by the Standards, is “all engagements covered by 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) 1ssued by the U.S. Government Accountability Office; and audits of non-SEC issuers
performed pursuant to the standards of the Public Company Oversight Board (PCAOB).”

The following summarizes the different peer review types, objectives, and reporting
requirements as defined under the Standards. During the year 2008, the AICPA PRP had three
different types of peer reviews: system, engagement, and report reviews. Under the revised
Standards effective January 1, 2009, there are two types of peer reviews: system and
engagement,

System Reviews: System reviews are for firms that perform engagements under the SASs or
Government Auditing Standards, examinations of prospective financial statements' under the
SSAEs, or audits of non-SEC issuers performed pursuant to the standards of the PCAOB, in
addition to reviews, compilations, or agreed-upon procedures. The peer reviewer’s objective is to
determine whether the system of quality control for performing and reporting on auditing and
accounting engagements is designed to ensure conformity with professional standards and
whether the firm is appropriately complying with its system. The peer review report rating may
be Pass (previously unmodified) (firm’s system of quality control is adequately designed and

! After 2010, examinations of a service organization’s controls likely to be relevant to user entities’ internal control
over financial reporting were added.



firm has complied with its system of quality control); Pass with deficiency(ies) (previously
modified) (firm’s system of quality control 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 deficiency[ies]
described in the report); or Fail (previously adverse) (firm’s system of quality control is not
adequately designed or complied with to provide the firm with reasonable assurance of
performing and/or reporting in conformity with applicable professional standards in all material
respects).

Engagement Reviews: Engagement reviews are for firms that only perform services under
SSARS or services under the SSAEs not included in System Reviews and focus on work
performed and reports and financial statements issued on particular engagements (reviews,
compilations, or agreed-upon procedures). The peer review report may be a rating of Pass
(previously unmodified) 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. A
rating of Pass with deficiency (ies) (previously modified) 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 in conformity with applicable professional
standards in all material respects except for the deficiencies that are described in the report. A
report with a peer review rating of Fail (previously adverse) is issued when the reviewer
concludes that, as a result of the deficiencies described in the report, all of the engagements
submitted for review were not performed and/or reported on in conformity with applicable
professional standards in all material respects.

Report Reviews: Report reviews are no longer issued under the peer review standards effective
January 1, 2009. Report reviews focused on the reports and financial statements issued by firms
that only perform compilation engagements without disclosures. On a report review, the
reviewer issued a peer review report without comments and recommendations or one with
comments and recommendations, segregating any comments that were identified as significant.
Firms who previously were subject to a report review would now have an engagement review
performed.

A significant change in the 2009 Standards is the elimination of the letter of comments which
was issued in conjunction with the peer review report. In order to retain the spirit of the peer
review program and its objective of promoting quality in the accounting, auditing, and attestation
services provided by AICPA members and their CPA firms, the board wanted to retain the
ability to educate and inform firms as to their findings. To accomplish this, the board expanded
the use of existing peer reviewer working paper documentation (outside of the reporting and
acceptance process) to communicate findings to the reviewed firm that do not affect the peer
review report issued. The new process introduces the Finding for Further Consideration (FFC)
form as a new written mechanism which allows peer reviewers to offer substantive comments
and recommendations on the firm’s system of quality control and engagement performance and
for firms to provide meaningful responses to those findings, comments, and recommendations.



Standards prior to 1/1/09

The following chart compares the prior reporting model versus the revised Standards:

Revised Standards

Unmodified — No Letter Of
Comment (“LOC?")
{(Matter for Further Consideration
— MFC)

-or-
Unmodified — LOC
(Finding — in LOC)

Pass

(Finding for Further Consideration —
FFC) (not included in report)

Modified - LOC
(Deficiency — in report)
(Finding — in LOC)

Pass with Deficiency
(Deficiency — in report)
(Finding — FFC) (not included in

report)

Fail

(Significant deficiency — in report)
(Finding — FFC) (not included in
report)

Adverse
{(Deficiency — in report)

Administering Entities

Each state CPA society annually elects the level of involvement that it desires in the
administration of the AICPA PRP. The three options are (1) self-administer; (2) arrange for
another state CPA society or group of state societies to administer, or (3) ask the AICPA to
request another state CPA society to administer the AICPA PRP for enrolled firms whose main
offices are located in that state. The state CPA societies that choose the first option agree to
administer the AICPA PRP in compliance with the Standards and related guidance materials
issued by the PRB. The PRB approved 42 state CPA societies or group of state societies,
hereafter referred to as “administering entities,” to administer the AICPA PRP in 2010, (see
Exhibit 3, “Administering Entities Approved to Administer the 2011 AICPA PRP™). Each
administering entity is required to establish a peer review committee that is responsible for
administration, acceptance, and oversight of the AICPA PRP.

In order to receive approval to administer the AICPA PRP, administering entities must agree to
perform oversight procedures annually. The results of their oversight procedures are submitted
with the annual Plan of Administration. Beginning in 2010, all administering entities were
required to issue an annual report on their oversight of the previous calendar year. The annual
Plan of Administration is the administering entity’s request to administer the peer review
program and is reviewed by the Oversight Task Force.

Administering entities may also elect to use the Standards in administering peer reviews of non-
AICPA fitms (and individuals). Non-AICPA firms (and individuals) are not enrolled in the
AICPA PRP and peer reviews of such firms are not considered as being performed under the
auspices of the AICPA PRP and are not oversighted by the AICPA PRB. This Report does not
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include information or oversight procedures performed by the administering entities on peer
reviews of non-AICPA firms (and individuals).

Results of AICPA PRP

From 2008-2010, there were approximately 29,000 peer reviews performed in the AICPA PRP.
Exhibit 4 shows a summary of the reviews performed in the AICPA PRP from 2008-2010 by
type of peer review and report issued. For system and engagement reviews performed during
that three year period, approximately 90% of the reviews resulted in Pass reports, 8% were Pass
with deficiency(ies), and 2% were Fail. Exhibit 5 is a list of items noted as matters on peer
reviews performed during 2008-2010. This list contains examples of noncompliance with
professional standards. While this list is not all-inclusive and is not representative of all peer
review results, it does contain some examples of matters that were identified during the peer
Teview process.

Exhibit 6 summarizes the number and type of reasons by elements of quality control as defined
by the Statements on Quality Control Standards (SQCS), for report modifications (that is,
modified or adverse reports, or pass with deficiency(ies) or fail under the revised Standards)
from system reviews performed in the AICPA PRP from 2008-2010.

From 2008-2010, approximately 4% of the engagements reviewed were identified as “not being
performed and/or reported in accordance with professional standards in all material respects.”
The Standards state that an engagement is ordinarily considered “not being petformed and /or
reported in accordance with professional standards in all material respects” when deficiencies,
individually or in the aggregate, exist that are material to understanding the report or the
financial statements accompanying the report, or represents omission of a critical accounting,
auditing, or attestation procedure required by professional standards. Exhibit 7 shows the total
number of individual engagements reviewed along with those identified as “not being performed
and/or reported in accordance with professional standards in all material respects.”

During the report acceptance process, the administering entities’ peer review committees
determine the need for and nature of any corrective actions based on the nature, significance,
pattern, and pervasiveness of engagement deficiencies; whether the recommendations of the
review team appear to address the engagement deficiencies adequately; and whether the
reviewed firm's responses to the review team's recommendations are comprehensive, genuine,
and feasible. Corrective actions are remedial or educational in nature and are imposed in an
attempt to strengthen the performance of the firm. There can be multiple corrective actions
required on an individual review. There were 4,692 corrective actions required from 2008-2010
that are summarized in Exhibit 8.

In addition to the above corrective actions, there may be instances where an implementation plan
is required as a result of FFCs. For implementation plans, the firm will be required to evidence
its agreement to perform and complete the implementation plan in writing as a condition of
cooperation with the administering entity and the board. Agreeing to and completing such a plan
is not tied to the acceptance of the peer review. That is, the reviewed firm would nevertheless receive
a “clean” acceptance letter for its peer review if the peer review committee did not otherwise request
the firm to also perform a corrective action plan related to the deficiencies or significant deficiencies,
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if any, noted in the peer review report. However, if the firm fails to cooperate with the
implementation plan, the firm would be subject to due process procedures that could result in the
firm’s enrollment in the program being terminated.

Because it is possible for a firm to receive a pass with deficiency or fail report, as well as FFCs
which had not been elevated to deficiency or significant deficiency, it is possible for the firm to be
responsible for submitting a corrective action plan related to the deficiency(ies) or significant
deficiencies in the peer review report, as well as an implementation plan in response to the FFCs that
did not get elevated.

Oversight Process

Oversight of the AICPA PRP is the responsibility of the PRB. The PRB is responsible for the
AICPA PRP on a national level as well as oversight of all administering entities. Each
administering entity is responsible for oversighting peer reviews and peer reviewers for each
state they administer the AICPA PRP. This responsibility includes having written oversight
policies and procedures.

All State Boards of Accountancy (SBAs), that require peer review, accept the AICPA PRP as a
program that satisfies its peer review licensing requirements, Some SBAs have entered into an
agreement with State CPA Societies to perform oversight of their administration of the AICPA
PRP. The SBA’s oversight process is designed to assess their reliance on the AICPA PRP for re-
licensure purposes. This report is not intended to describe or report on that process. Exhibit 9
shows whether the respective administering entity has entered into a peer review oversight
relationship with the 50 SBAs that currently have statutorily made participation in a type of
practice monitoring program mandatory for licensure as indicated in Exhibit 1.

Objectives of Peer Review Board Oversight Process

The PRB has appointed an Oversight Task Force (OTF) to oversee the administration of the
AICPA PRP and make recommendations regarding oversight procedures. The main objectives
of the OTF are to provide reasonable assurance that the:

* Administering entities are complying with the administrative procedures established by
the PRB.

* Reviews are being conducted and results of reviews are being evaluated and reported in
accordance with the Standards and on a consistent basis in all jurisdictions.

¢ Information provided to firms and reviewers (via the Internet or other media) by
administering entities is accurate and timely.
The oversight program also establishes a communications link with administering entities and

builds a relationship that enables the PRB to accomplish the following: obtain information about
problems and concerns of administering entities’ peer review committees, provide consultation

12



on those matters to specific administering entities, and initiate the development of guidance on a
national basis, where appropriate,

OTF Oversight Procedures

The following oversight procedures were performed as a part of the OTF oversight program.

Oversight Visits of the Administering Entities:

Description

Each administering entity is visited by a member of the OTF, ordinarily, at least once every
other year. No member of the OTF is permitted to visit the administering entity in the state
that his or her main office is located; where he or she serves as a technical reviewer or may
have a conflict of interest; or performed the most recently completed oversight visit.

During these visits, the member of the OTF will at a minimum:

- Meet with the administering entity’s peer review committee during its consideration
of peer review documents.

- Evaluate a sample of peer review documents and applicable working papers on a post
acceptance basis.

- Perform face to face interviews with the administrator and technical reviewers.
- Evaluate the various policies and procedures for administering the AICPA PRP.

As part of the visit, the OTF member will request that the administering entity complete an
Information Sheet documenting policies and procedures in the areas of administration,
technical review, peer review committee, report acceptance, and oversight processes in
administering the AICPA PRP. The OTF member evaluates the Information Sheet, results of
the prior oversight visit, plan of administration, and comments from working paper
oversights to develop a risk assessment. A comprehensive oversight work program which
contains the various procedures performed during the oversight visit is completed with the
OTF member’s comments. At the conclusion of the visit, the OTF member discusses any
comments and issues identified as a result of the visit with the administering entity’s peer
review committee chair. The OTF member then issues an AICPA Oversight Visit Report to
the administering entity which discusses the purpose of the oversight visit and that the
objectives of the oversight program were considered in performing those procedures. The
Report also contains the OTF member’s conclusion as to whether the administering entity
has complied with the administrative procedures and Standards in all material respects as
established by the PRB. In addition to the aforementioned letter, the OTF member issues the
administering entity an AICPA Oversight Visit Letter of Procedures and Observations which
details the oversight procedures performed and observations noted by the OTF member and
includes recommendations that may enhance the entity’s administration of the AICPA PRP.
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The administering entity is then required to respond to the chair of the OTF, in writing, to
any findings reported in the Oversight Visit Report and Letter, or at a minimum, when there
are no findings reported, an acknowledgement of the visit. The oversight documents,
including the Oversight Visit Report, the letter of procedures and observations, and the
administering entity’s response are presented to the OTF members at the next
OTF meeting for acceptance. The administering entity may be required to take corrective
actions as a condition of acceptance. The acceptance letter would reflect corrective actions,
if any. A copy of the acceptance letter, the oversight visit report, letter of procedures and
observations and the response are posted to the following AICPA Peer Review Program web
site:
(http://www.aicpa.org/InterestAreas/PeerReview/Resources/Transparency/Oversight/Pages/O
versightVisitResults.aspx).

Results

During 2009-2010, a member of the OTF performed at least one on-site oversight visit to 41
administering entities (excludes NPRC). See Exhibit 10 for a listing of the administering
entities and the year of oversight. See Exhibit 11 for a summary of observations from the on-
site oversight visits performed during 2009-2010.

Peer Review Working Paper Oversights:
Description
Throughout each year, a sample of peer reviews are randomly selected (by AICPA PRP Staff
and approved by the OTF) from each of the administering entities for submission to the
AICPA PRP staff for a comprehensive review of all the documents prepared during a peer
review. Documents from all parts of the peer review process (administrative, peer review

checklists, technical reviewer checklist, peer review committee actions, warning letters,

extensions, and reviewer feedback) are submitted and then reviewed by the AICPA PRP staff
to determine whether:

- The reviews are being conducted and reported on in accordance with the Standards.
- Administrative procedures established by the PRB are being complied with.
- Information is being entered into the computer system correctly.

- Reviewers are following the guidance and use the most current materials contained in
the AICPA Peer Review Program Manual.

- Results of reviews are being evaluated on a consistent basis within an administering
entity and in all jurisdictions.

As the AICPA PRP staff completes the desk review of all the documents prepared during the
peer review, a summary report with staff comments is prepared for each administering entity
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and submitted to the OTF members for review and approval. Once approved, the summary
report is submitted to the respective administering entities’ peer review committee chairs
requesting that they share the findings with their committees, technical reviewers, peer
reviewers, and team captains, where applicable. The committee chair is asked to
communicate the comments to the committee and return the acknowledgement of
communication letter to the AICPA PRP staff. Normally, the cover letter (included with the
summary report) sent to the administering entities indicates that they are not asked to take
any additional actions on the specific reviews. If significant pervasive deficiencies,
problems, or inconsistencies are encountered during the review of the above materials, the
OTF may choose to: (1} visit the administering entity in which the deficiencies, problems, or
inconsistencies were noted to assist them in determining the cause of these problems and
prevent their recurrence, or both; or (2) request the administering entity to take appropriate
corrective or monitoring actions.

Results

For the year 2010, 307 working paper reviews were selected for oversight covering 301
different peer reviewers. This represents approximately 3% of peer reviews conducted in
2010 and approximately 16% of peer reviewers. Exhibit 12 shows, by administering entity,
the number and type of reviews selected. The most prevalent comments from the working
paper oversight process are summarized in Exhibit 13.

Review of AICPA PRP Statistics:

Description

To monitor the overall activities of the program, the OTF periodically reviews the
following types of statistical data for each administering entity and evaluates whether any
patterns are emerging that should be addressed:

The status of reviews in process
The results of reviews
The number and types of corrective actions

The number, nature, and extent of engagements not performed in accordance with
professional standards in all material respects

s The number of overdue peer reviews

Results

As of July 2010, there were 1,102 incomplete reviews (194 due in 2006-2008 and 908 due in
2009). As of November 2011, 120 of these reviews remained open in various stages of the
review process. Approximately 79 of these open reviews were in the technical review or
committee acceptance process, open with outstanding follow-up actions, or were submitted
to the PRB for a termination hearing due to noncooperation. The remaining 41 reviews were
in the background or scheduling phases of the review. AICPA PRP staff has been working
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with the administering entities on these open reviews to ensure an appropriate course of
action is taken on a case by case basis for each of these.

The status of 2010 reviews has been monitored on a periodic basis to determine reviews are
being processed timely and to identify any reviews which are delinquent in the process. As
of September 2011, there were 116 incomplete 2010 reviews. Firms that had not submitted
background information or provided scheduling information were reviewed to determine that
the appropriate overdue requests were mailed and notification sent to the AICPA to drop the
firm from the program for failure to comply. For reviews that were scheduled but past their
due date, inquiries were made to determine the proper extension procedures were followed.

Results of AICPA PRP are further summarized on page 10 of this Report.

Oversight by the Administering Entities’ Peer Review Committees

The administering entities’ peer review committees are responsible for monitoring and
evaluating peer reviews of those firms whose main offices are located in its licensing
jurisdiction(s). Committees may designate a task force to be responsible for the administration
and monitoring of its oversight program.

Administering entities are required to submit their oversight policies and procedures to the PRB
on an annual basis. In conjunction with the administering entity personnel, the peer review
committee establishes oversight policies and procedures that at least meet the minimum

requirements (discussed on pages 15-18, Administering Entity Oversight Procedures)
established by the PRB to provide reasonable assurance that:

¢ Reviews are administered in compliance with the administrative procedures established
by the PRB.

» Reviews are being conducted and reported upon in accordance with the Standards.
* Results of reviews are being evaluated on a consistent basis.

¢ Information disseminated by the administering entity is accurate and timely.

Administering Entity Oversight Procedures

The following oversight procedures are performed as part of the administering entity oversight
program.

Administrative Oversight of the Administering Entity:
Description

At a minimum, a committee member or a subcommittee of the administering entity’s peer
review committee should perform the administrative oversight in those years when there is
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no oversight visit by OTF. Procedures to be performed should cover the administrative
requirements of administering the AICPA PRP.

Results

The administrative oversight reports were submitted to the AICPA by the administering
entity as part of the 2011 Plan of Administration. Comments or suggestions resulting from
the administrative oversights are summarized in Exhibit 14. In addition, the OTF member
reviewed the results of the administrative oversight during their oversight visit (described on
pages 12-13, Oversight Visits of the Administering Entities) and compared the results of the
administrative oversight to those noted during the OTF oversight visit.

Oversight of Peer Reviews and Reviewers:

Description

Throughout the year, the administering entity selects various peer reviews for oversight. The

selections can be on a random or targeted basis. The oversight may consist of doing a

full working paper review after the review has been performed, but prior to presenting the
peer review documents to the peer review  committee. The oversight may also consist of
having a peer review committee member or designee actually visit the firm, either while the
peer review team is performing the review, or after the review, but prior to final committee
acceptance.

As part of its oversight process, the peer review committee oversights firms being reviewed
as well as reviewers performing reviews. There are also minimum oversight selection
requirements imposed by the PRB.

Firms — The selection of firms to be reviewed is based on a number of factors, including
but not limited to the types of peer review reports the firm has previously received,
whether it is the firm’s first system review (after previously having an engagement or
report review), and whether the firm conducts engagements in high risk industries.

Reviewers — All peer reviewers are subject to oversight and they may be selected based
on a number of factors, including but not limited to random selection, frequent
submission of pass reports (previously unmodified reports without a letter of comments),
conducting a significant number of reviews for firms with audits in high risk industries,
performance of their first peer review, or performing high volumes of reviews. Oversight
of a reviewer can also occur due to performance deficiencies or a history of performance
deficiencies, such as issuance of an inappropriate peer review report, not considering
matters that turn out to be significant, or failure to select an appropriate number of
engagements. When an administering entity oversights a reviewer from another state, the
results are conveyed to the administering entity of that state.

Minimum Requirements — At a minimum, the administering entity is required to conduct
oversight on 2% of all reviews performed in a twelve month period of time, and within
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the 2% selected, there must be at least two of each type of peer review evaluated (that is,
system and engagement reviews). The oversight involves doing a full working paper
review and may be performed on-site in conjunction with the peer review or after the
review has been performed. It is recommended the oversight be performed prior to
presenting the peer review documents to the peer review committee. This allows the
committee to consider all the facts prior to acceptance of the review. At a minimum, two
system review oversights are required to be performed on-site. Oversights could be
random or could be a combination of a targeted and random selection.

Administering entities that administer less than 100 reviews annually can apply for a
waiver from the minimum requirements. The request for a waiver includes the
reason(s) for the request and suggested alternatives to the minimum requirements. The
waiver is to be submitted and approved by the PRB each year.

Also, at least two engagement oversights must be performed by the administering entity’s
peer review committee or by its designee from a national list of qualified reviewers, on
an annual basis. An engagement oversight (performed either off-site or on-site) is the
review of all peer reviewer materials and the reviewed firm’s financial statements and
working papers on the engagement. The two engagement oversights must include
audits of employee benefits plans subject to the Employee Retirement Income Security

Act of 1974 (ERISA), engagements performed under GAGAS, or  audits of  insured

depository institutions subject to the Federal Deposit Insurance Corporation Improvement

Act (FDICIA). Also, the two oversights selected should not be of the same types of audits.
No waivers of oversight of these types of engagements are permitted.

Results

For 2010, the administering entities conducted oversight on 319 reviews, representing
approximately 3.6% of all reviews performed in a twelve-month period of time. There were
175 system and 144 engagement reviews oversighted. Approximately 50% of the system
oversights were conducted on-site. In addition, 68 ERISA, 87 GAGAS, and 3 FDICIA

engagements were oversighted. See Exhibit 15 for a summary of oversights by administering
entity.

Annual Verification of Reviewers’ Resumes:

Description

To qualify as a reviewer, an individual must be an AICPA member and have at least five
years of recent experience in the practice of public accounting in accounting or auditing
functions. The firm that the member is associated with should have received a pass report on
either its system or engagement review. The reviewer should obtain at least 48 hours of
continuing professional education in subjects related to accounting and auditing every three
years, with a minimum of 8 hours in any one year.
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A reviewer of an engagement in a high-risk industry should possess not only current
knowledge of professional standards but also current knowledge of the accounting practices
specific to that industry. In addition, the reviewer of an engagement in a high-risk industry
should have current practice experience in that industry. If a reviewer does not have such
experience, the reviewer may be called upon to justify- why he or she should be permitted to
review engagements in that industry. The administering entity has the authority to decide
whether a reviewer’s or review team’s experience is sufficient to perform a particular review.

Ensuring that reviewers’ resumes are updated annually and are accurate is a critical element
in determining if the reviewer or review team has the appropriate knowledge and experience
to perform a specific peer review. The administering entity must verify information within a
sample of reviewers’ resumes on an annual basis. All reviewer resumes should be verified
over a three-year period, as long as at a minimum, one third are verified in year 1, a total of
two thirds has been verified by year 2, and 100% have been verified by year 3. Verification
must include the reviewers’ qualifications and experience related to engagements performed
under GAGAS, audits of employee benefit plans subject to the Employee Retirement Income
Security Act of 1974 (ERISA), and audits of insured depository institutions subject to the
Federal Deposit Insurance Corporation Improvement Act (FDICIA). Verification procedures
may include requesting copies of their license to practice as a certified public accountant;
continuing professional education (CPE) certificate from a qualified reviewer training course;
CPE certificates to document the required 48 CPE credits related to accounting and auditing
to be obtained every three years with at least 8 hours in one year; and CPE certificates to
document qualifications to perform Yellow Book audits, if applicable. The administering
entity should also verify whether the reviewer is a partner or manager in a firm enrolled in a
practice monitoring program and whether the reviewer’s firm received a pass report on its
most recently completed peer review,

Results

Each administering entity submitted a copy of their oversight policies and procedures
indicating compliance with this oversight requirement, along with a list of reviewers whose
resume information was verified during 2010. See Exhibit 16.

Feedback and Enhancements

Feedback from the Administering Entities

In order to maintain effective oversight procedures, the PRB obtains information from the
administering entities about matters to address, to provide consultation, and to provide additional
guidance as needed on a national basis. The following are areas in which feedback has been
received during 2008 through 2010 and subsequently addressed.
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AICPA PRP Staffing: There have been concerns expressed over slow response time to inquiries
directed to the AICPA staff.

The Peer Review Program has hired a Director of Operations, two technical managers and
two additional support staff during 2010. The AICPA has been working diligently on
training all employees as quickly as possible in order to provide timely support for
administering entities. In addition, staff continually reevaluates its processes and revisions
are made that will better serve our members, firms, and administering entities.

In order to improve the response time, the AICPA has implemented an enhanced technical
and administrative hotline. A caller to the hotline will be answered by a live person unless
the caller opts to leave a voicemail.

Guidance, Manuals, and Checklists: Requests have been received to consider consolidation of
the various manuals with more timely updates and consider revisions to the various checklists,

The Peer Review Manual is now on a searchable CD. In addition, the manual includes
enhanced guidance for firms and reviewers and includes the latest version of the Report
Acceptance Body Handbook. The manual was made available on the AICPA website.

Guidance on Implementation of revised Standards effective January 1. 2009: Administering

entities have requested guidance on the implementation of the revised Standards effective
January 1, 2009 including the availability of checklists.

The board continually addresses issues related to the new standards. Interpretations are
revised and alert articles are written when clarification is needed. The annual Peer Review
Program Conference focuses on topics that seem to be the most concern for administering
entities. The hotline policy was instituted to address questions that arise during a peer review
and provides individuals timely resolutions to their inquiries.

Training for Administrators: Requests have been received for additional training for
administrators outside of the annual peer review conference.

Web and audio conferences have been held on various training issues for administrators.
Biweekly calls are also held to address issues.

Training and_Guidance for Technical Reviewers and Peer Review Committee Members:
Requests have been received for more training of technical reviewers and peer review committee
members through group case studies and timelier issuance of guidance materials.

The AICPA Peer Review Conference continues to offer sessions that are geared toward
committees and technical reviewers. In addition, a large segment at the conference offers
practical case studies that assist technical reviewers and committee members. Several audio
conferences were held for technical reviewers and peer review committees on the revisions to
review of Single Audit Act (A133) engagements.
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Guidance on Monitoring: Requests have been received for improved guidance on how to
perform and document monitoring, especially for small firms and sole practitioners.

The AICPA Auditing Standards Board (ASB) Quality Control Task Force revised the
practice aid, “Establishing and Maintaining a System of Quality Control for a CPA
Firm’s Accounting and Auditing Practice” for the issuance of Statement on Quality
Control Standards No. 7, 4 Firm’s System of Quality Control (AICPA, Professional
Standards, QC sec. 10B), effective January 1, 2009. This practice aid provides additional
guidance to small firms in establishing and maintaining a system of quality control,
including documenting their monitoring process.

As part of its clarity drafting conventions, the ASB has issued Statement on Quality
Control Standards (SQCS) No. 8, A Firm’s System of Quality Control (Redrafted). This
SQCS supersedes SQCS No. 7. It was issued November 2010 and is effective as of
January 1, 2012, However, early application is permitted.

As with many of the redrafted standards SQCS No 8, does not change or expand SQCS
No. 7 in any significant respect. Instead certain requirements that are duplicative of
broader requirements in SQCS No. 7 have been moved to application and other
explanatory material. This is consistent with International Standard on Quality Control
No. 1, Quality Control for Firms that Perform Audits and Reviews of Financial
Statements, and Other Assurance and Related Services Engagements.

The AICPA has developed quality control questionnaires used in the peer review process
which may also be sufficient documentation of the system of quality of control for some
firms. In order for the questionnaire to properly satisfy the SQCS’s documentation
requirement, it should be completed and in effect prior to the beginning of the peer
review year.

Firm Membership Changes: Concerns have been expressed over the length of time it is taking to
process firm changes, including addresses, phone numbers or e-mails, enrollments, terminations,
mergers, or dissolutions.

AICPA staff continually reviews this process and work with other teams involved in this
process. Revisions made during the year included focusing on technology issues, processes
and communications. AICPA implemented a tracking system that allows the administering
entities access to additional information regarding the status of its changes. In addition,
AICPA is exploring technology that will allow firms to enter the information directly into the
peer review system.
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Exhibit 1

State CPA Societies and State Boards of Accountancy That Have Statutorily Made
Participation in an Approved Practice-Monitoring Program a
Condition of Membership or Licensure

As of December 5, 2011
Required for
Required for State Boards of
State CPA Society Accountancy

Licensing Jurisdiction Membership Licensure
Alabama No Yes
Alaska No Yes
Arizona No Yes
Arkansas No Yes
California No Yes
Colorado Yes Yes**
Connecticut Yes Yes
Delaware Yes No
District of Columbia No Yes*
Florida No No
Georgia Yes Yes
Guam No Yes
Hawaii No Yes*
Idaho No Yes
Illinois No Yesg**
Indiana No Yes
Iowa Yes Yes
Kansas Yes Yes
Kentucky No Yes
Louisiana Yes Yes
Maine Yes Yes
Maryland No Yes
Massachusetts No Yes
Michigan No Yes
Minnesota Yes Yes
Mississippi Yes Yes
Missouri No Yes

"Licensing jurisdiction has statutorily adopted peer review and is in the process of adopting rules
** Statutorily adopted peer review and rules and will be effective in 2012 (NY, IL) 2014- CO
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Exhibit 1 (continued)

State CPA Societies and State Boards of Accountancy That Have Made
Participation in an Approved Practice-Monitoring Program a
Condition of Membership or Licensure

Required for
Required for State Boards of
State CPA Society Accountancy
Licensing Jurisdiction Membership Licensure
Montana No Yes
Nebraska No Yes
Nevada No Yes
New Hampshire No Yes
New Jersey No Yes
New Mexico No Yes
New York No Yes**
North Carolina Yes Yes
North Dakota No Yes
Northern Mariana Islands (MP) N/A No
Ohio Yes Yes
Oklahoma No Yes
Oregon No Yes
Pennsylvania No Yes
Puerto Rico No No
Rhode Island No Yes
South Carolina Yes Yes
South Dakota No Yes
Tennessee No Yes
Texas Yes Yes
Utah No Yes
Vermont No Yes
Virginia Yes Yes
Virgin Islands No No
Washington No Yes
West Virginia No Yes
Wisconsin No Yes
Wyoming No Yes

'Licensing jurisdiction has statutorily adopted peer review and is in the process of adopting rules
** Statutorily adopted peer review and rules and will be effective in 2012 (NY, IL) 2014- CO
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EXHIBIT 2 (As of September 8, 2011)

Enrolled Firms by Number of Professionals in Practice

Sole

Licensing Jurisdiction | Practitioners __ 2.5 6-10  11-19 20-49 5099 100+ _Total

AK 33 31 9 7 2 1 - 83
AL 153 219 63 25 16 7" 2 485
AR 49 95 46 19 7 4 2 - 215
AZ 186 198 53 19 9 3 - 468
CA 1,081 973 372 165 94 15 3 2,703
co 206 284 72 26 18 27 - 608
cT 216 192 78 28 16 -7 - 530
DC 10 il 6 1 3 3" 1 35
DE 16 25 13 5 & -7 - 65
FL 372 652 200 96 37 8 1 1,366
GA 348 446 135 52 27 4 - 1,012
HI 44 71 30 10 9 1 - 165
1A ‘ 66 112 51 18 15 4 - 266
s} 53 84 31 9 5 - - 182
IL 281 389 138 63 36 8 4 919
N 1t9 212 79 30 18 3 1 462
KS 79 140 38 24 13 2 2 298
KY 117 170 59 30 14 3 1 394
LA 218 282 62 40 14 4 - 620
MA 311 392 119 44 25 3 4 898
MD 159 250 91 33 41 6 1 581
ME 32 54 17 10 s 1 - 119
M 270 389 135 67 18 3 1 883
MN 153 200 61 26 18 6 - 464
MO 101 213 76 32 23 3 - 448
MsS 102 125 38 13 9 1 - 288
MT 10 47 13 7 5 2 1 105
NC 318 450 147 60 28 3 - 1,006
ND 25 37 5 2 2 - - 71
NE 29 70 37 22 8 2 1 169
NH 62 77 17 4 8 - - 168
™ ‘ 370 492 143 60 25 10 - 1,100
M 111 92 35 8 5 2 - 253
NV 79 83 31 21 5 1 - 220
NY 371 609 245 113 64 14 4 1,420
OH 283 462 188 85 32 4 1 1,055
oK 124 182 62 17 4 - - 389
OR 138 222 74 28 14 4 1 481
PA 275 476 206 72 44 13 2 1,088
PR ‘43 67 23 s 17 3" - 158
RI 49 71 19 6 4 3 1 153
sc 138 201 s1 21 8 2" - 421
SD 19 31 10 14 1" - 1 76
TN 232 256 92 39 19 17 - 639
™ 1,001 1,035 315 137 50 11 3 2,552
UT 77 93 33 16 6 " - - 225
VA 269 262 107 27 24 6 2 697
vT 29 33 13 9 3’ 1 - 88
WA 142 206 92 41 21 2" - 504
w1 79 138 - 56 21 14 3 2 313
wv 52 77 28 7 5 2" - 171
WY 24 43 13 6 2 3" - 91
Guam 5 1 2 - 1 - 1 10
Northern Mariana Islands 1 - - - - - - 1
Virgin Islands 4 2 1 - 1 - - g
Totals 9,154 12,024 4,130 1,740 315 185 41 28,189
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Exhibit 3

Administering Entities Approved to Administer the 2011 AICPA PRP

Administering Entity

Alabama Society of CPAs
Arkansas Society of CPAs
California Society of CPAs
Colorado Society of CPAs
Connecticut Society of CPAs
Florida Institute of CPAs
Georgia Society of CPAs
Hawaii Society of CPAs

Idaho Society of CPAs

Illincis CPA Society

Indiana CPA Society

Iowa Society of CPAs

Kansas Society of CPAs
Kentucky Society of CPAs
Society of Louisiana CPAs
Maryland Association of CPAs
Massachusetts Society of CPAs
Michigan Association of CPAs
Minnesota Society of CPAs
Mississippi Society of CPAs
Missourt Society of CPAs
Montana Society of CPAs
National Peer Review Committee
Nevada Society of CPAs

New England Peer Review, Inc.
New Jersey Society of CPAs
New Mexico Society of CPAs
New York State Society of CPAs
North Carolina Association of CPAs
North Dakota Society of CPAs
The Chio Society of CPAs
Oklahoma Society of CPAs
Oregon Society of CPAs
Pennsylvania Institute of CPAs
Puerto Rico Society of CPAs
South Carolina Association of CPAs
Tennessee Society of CPAs
Texas Society of CPAs
Virginia Society of CPAs
Washington Society of CPAs
West Virginia Society of CPAs
Wisconsin Institute of CPAs

Licensing Jurisdiction

Alabama

Arkansas

California, Arizona, Alaska
Colorado

Connecticut

Florida

Georgia

Hawaii

Idaho

Illinois

Indiana

Iowa

Kansas

Kentucky

Louisiana

Maryland

Massachusetts

Michigan

Minnesota

Mississippi

Missouri

Montana

N/A

Nevada, Wyoming, Nebraska, Utah
Maine, New Hampshire, Rhode Island, Vermont
New Jersey

New Mexico

New York

North Carolina

North Dakota

Ohio

Oklahoma, South Dakota
Oregon, Guam, Northern Mariana Islands
Pennsylvania, Delaware, Virgin Islands
Puerto Rico

South Carolina

Tennessee

Texas

Virginia, District of Columbia
‘Washington

West Virginia

Wisconsin
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Results by Type of Peer Review and Report Issued

Exhibit 4

The following shows the results of the AICPA Peer Review Program from 2008-2010 by type of
peer review and report issued. (Effective with the revised Standards for Performing and
Reporting on Peer Reviews, report reviews are no longer performed. Firms that previously were
subject to a report review would now have an engagement review performed.)

System Reviews:
Pass/Unmodified without
comments

Unmodified with comments
Pass with
deficiency(ies)/Modified
FalAdverse

Engagement Reviews:
Pass/Unmodified without
comrents

Unmodified with comments
Pass with
deficiency(iesy/Modified
Fail/Adverse

Report Reviews:

No comments

With comments

With significant comments

Total reviews

Note: The above data reflects peer review results as of September 8, 2011. Approximately 2% of 2010 reviews are in process

and their results are not included in the preceding totals.
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2008 % 2009 %o 2010 % Total %
2,303 51% 3,989 88% 3421 90% 9,713 75%
1,215 41% - 0% - 0% 1,915 15%

299 6% 438  10% 320 8% 1,057 8%
101 2% 90 2% 89 2% 280 2%
4,618 100% 4,517 100% 3,830 100% 12,965 100%
1,452 51% 4,166 91% 4,704  91% 10,322 82%
1,164  41% - 0% - 0% 1,164 9%
196 7% 387 8% 397 8% 980 8%
36 1% 49 1% 51 1% 136 1%
2,848 100% 4,602 100% 5,152 100% 12,602 100%
1,681 67% - - 1,681 67%
622 25% - - 622  25%
208 8% - - 208 8%
2,511 100% - 0% - 0% 2,511 100%
9,977 9,119 8,982 28,078



Exhibit 5

Examples of Matters Noted in Peer Reviews

The following is a list of items noted as matters in peer reviews performed during 2008-2010.
This list contains examples of noncompliance (both material and immaterial) with professional
standards. While this list is not all-inclusive and is not representative of all peer reviews it does
note some examples of matters that were identified during the peer review process.

Accounting and Reporting Matters:

Income taxes — disclosures relative to uncertain tax positions failed to include open tax
years as required by FIN 48

Fair value — failure to disclose the fair value of investments by levels 1, 2, and 3 as
required by FASB ASC 820-10-50

Debt — failure to disclose 5 years of debt maturities as required by FASB ASC 470-10-50
Statement of Cash Flows - failure to properly identify certain cash flow items as
reporting, investing or as financing activities as required by FASB ASC 230-10-45

Risks and Uncertainties — failure to properly disclose the uses of estimates (FASB ASC
275-10-50)

Audit and Attest:

Auditor’s Communication with Those Charged with Governance - failure to document
those communications in accordance with AU section 380, The Auditor's Communication
with Those Charged with Governance.

Planning and Supervision - Planning procedures related to risk.

Communicating Internal Control Matters Identified in an Audit, including the following:

o Failure to note the auditor's responsibility for communicating internal control
matters identified in the audit in the arrangement letter.

o Failure to complete or inaccurate completion of the internal control matters
section of the firm's audit work programs in accordance with quality control
policies and procedures.

o Failure to identify internal control matters during the planning stage of the
engagement.

Audit Documentation - One of the more common peer review matters identified in audit
and attest engagements relate to audit documentation.

Analytical Procedures - General analytical procedures and specifically the failure to
document expectations prior to performing analytical procedures and then failing to
compare final results to expectations as well as document the procedures performed.

Compilation Services:

* Financial statements, including “current liabilities™ without the appropriate caption or

description; Income statement notes the wrong periods (for example, 2007 and 2006
instead of 2008 and 2007)
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Income Tax Basis Financial Statements firm had GAAP basis financial statement titles.
Reporting on the Financial Statements — Basic report elements were missing

Form of a Standard Compilation Report - Issuing tax basis financial statements and the
compilation report was not modified to reflect this GAAP departure,

Review Services:

Analytical Procedures - Failure to document expectations when performing analytical
procedures and to compare results to those expectations.
Management Representations — Omissions and errors, including the following:

o Management’s representations failed to include all periods being reported on.
o The representation letter did not include the statement about management’s
responsibility to detect and prevent fraud.
Reporting on the Financial Statements-Basic Report Elements - Failure to follow the
basic report elements as required by the SSARS.
Establishing an Understanding — Error or omissions in the engagement letter, including
the following:

o Missing required signatures.

o The required wording that the engagement could not be relied upon to disclose
errors, fraud, or illegal acts.

o Required wording that the accountant would inform the appropriate leve! of
management if certain matters came to his or her attention unless clearly
inconsequential.

Reporting on Comparative Financial Statements - One of the more common peer review

matters identified in review engagements relates to referencing all periods reviewed and
to supplemental information provided in the accountant’s review report.
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Exhibit 6
Type and Number of Reasons for Report Medifications

The following lists the reasons, summarized by elements of quality control as defined by the
Statement on Quality Control Standards (SQCS) No. 7, 4 Firm’s System of Quality Control
(AICPA, Professional Standards, QC sec. 10B), for report modifications (that is, Pass with
deficiency(ies) (modified) or Fail (adverse) reports)} from system reviews performed in the
AICPA Peer Review Program from 2008-10. A system review includes determining whether
the firm’s system of quality control for its accounting and auditing practice is designed and
complied with to provide the firm with reasonable assurance of performing and reporting in
conformity with applicable professional standards, including SQCS No. 7, in all material
respects.  SQCS No. 7 states that the quality control policies and procedures applicable to a
professional service provided by the firm should encompass the following elements: Leadership
responsibilities for quality within the firm (“the tone at the top™); relevant ethical requirements;
acceptance and continuance of client relationships and specific engagements; human resources;
engagement performance; and monitoring. Since Pass with deficiency(ies) or Fail reports can
have multiple reasons identified, the numbers contained in this exhibit will exceed the number of

pass with deficiency(ies) or fail system reviews in exhibit 4, “Results by Type of Peer Review
and Report Issued.”.

Reasons for Report Modifications 200 2009 201

>

Leadership responsibilities for quality within the firm

("the tone at the top") 1 28 35

Relevant Ethical Requirements 16 13 12
Acceptance and Continuance of Client Relationships

and specific engagements 7 25 23

Human Resources 67 98 86

Engagement Performance 257 423 318

Monitoring 122 191 169

Totals 470 778 643

Note: The preceding data reflects peer review results as of September 8, 2011. Approximately 2% of 2010 reviews are in
BEF@Rr results are not included in the preceding totals.
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Exhibit 7

Number of Engagements Not Performed in Accordance
With Professional Standards in All Material Respects

The following shows the total number of engagements reviewed and the number identified as not
performed in accordance with professional standards in all material respects from peer reviews
performed in the AICPA Peer Review Program from 2008-10. The Standards for Performing
and Reporting on Peer Reviews state that an engagement is ordinarily considered not performed
and/or reported in accordance with applicable professional standards in all material respects
when issues, individually or in the aggregate, exist that are material to understanding the report
or the financial statements accompanying the report, or represents the omission of a critical

accounting, auditing, or attestation procedure required by professional standards.

2008 2009 2010
Number of Engagements Number of Engagements Number of Engagements
Not Performed Not Performed Not Performed
in Accordance in Accordance in Accordance
with with with
Professional Professional Professional
Engagenent Type Reviewed Standards %[ Reviewed Standards %]  Reviewed Standards Y
Audits - Single Audit Act (A-133) 1,650 136 8% 1,775 141 8% 1,486 174 12%
Audits - Governmental - All Other 1,515 107 T 1,530 127 8% 1,374 126 9%
Audits - ERISA 2,009 117 6% 1,886 122 6% 1,332 104 8%
Audits - FDICIA 7 2 3% 27 2 % 27 - e
Audits - Other 4,990 150 5% 4,921 293 6% 4,449 208 %
Reviews 5,939 193 3% 5,854 199 3% 5,571 202 4%
Compilations with Disclosutes 4,134 14 2% 3,966 93 2% 3,392 92 2%
Compilations without Disclosures 12,566 g0 % 11,960 364 3% 11,608 313 3%
Financial Forecast & Projections 160 2 1% 80 1 1% 74 2 3%
Agreed Upon Procedures 109 5 % 768 15 2% 780 14 2%
Other $SAFEs 858 24 3% 385 24 6% 305 18 6%
Totals 34,007 1,290 4% 33,192 1381 4% 31,398 1,253 4%
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Exhibit 8

Summary of Required Corrective Actions

The administering entities’ peer review committees are authorized by the Standards for
Performing and Reporting on Peer Reviews to decide on the need for and nature of any
additional follow-up actions required as a condition of acceptance of the firm’s peer review.
During the report acceptance process, the administering entity peer review committee evaluates
the need for follow-up actions based on the nature, significance, pattern, and pervasiveness of
engagement deficiencies, The peer review committee also considers the matters noted by the
reviewer and the firm’s response thereto. Corrective actions are remedial and educational in
nature and are imposed in an attempt to strengthen the performance of the firm. A review can
have multiple corrective actions. For 2008-10 reviews, committees required 4,692 corrective

actions. The following represents the type of corrective actions required.

Type of Corrective Action

Agree to take/submit proof of certain Continuing Professional
Education (CPE)

Submit to review of correction of engagements that were not
performed in accordance with professional standards

Agree to preissuance reviews

Submit monitoring report to Team Captain or
Peer Review Committee

Submit Inspection Report to Team Captain, Peer Review
Committee or outside party

Submit to revisit (Team Captain or Peer Review Committee Member’

Agree to have accelerated review

Submit evidence of proper firm licensure

Firm has stated they do not perform any auditing engagements

Agree to hire consultant for inspection

Review of formal CPE plan

Team captain to review Quality Control Document

Submit inspection completion letter

Submit proof of purchase of manuals

OQutside Party to Visit During Inspection

Agree to do comprehensive inspection

Submit report on consultant

Oversight of Inspection - - Review

Submit quarterly progress reports

Oversight of Inspection ~ Visitation

Oversight of monitoring by Team Captain

2008 2009 2010
1,058 649 568
323 248 221
162 119 137
131 106 57
110 55 49
96 96 84
73 26 28
56 15 8
13 11 9
10 18 6
9 6 4
9 14 12
6 5 2
7 9 15
7 4 7
3 2 -
2 - 2
2 2 1
2 4 3
2 - 2
5 2 -
2,086 1,391 1215
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Exhibit 9

Administering Entities That Have Entered Into a Peer Review
Oversight Relationship with a State Board of Accountancy

The following shows whether the respective administering entity has entered into a peer review
oversight relationship with the 50 state boards of accountancy that currently have statutorily
made participation in a type of practice monitoring program mandatory for licensure as indicated
in exhibit 1, “State CPA Societies and State Boards of Accountancy That Have Made
Participation in an Approved Practice Monitoring Program a Condition of Membership or
Licensure.”

Oversight Relationship

State Board of Between Administering Entity

Administering Entity Accountancy and State Board of Accountancy
Alabama Society of CPAs Alabama No
California Society of CPAs Alaska No
California Society of CPAs Arizona No
Arkansas Society of CPAs Arkansas Yes
California Society of CPAs California No
Colorado Society of CPAs Colorado *
Connecticut Society of CPAs Connecticut No
Georgia Society of CPAs Georgia No
Oregon Society of CPAs Guam No
Hawaii Society of CPAs Hawaii Aok
Idaho Society of CPAs Idaho Yes
Illinois Society of CPAs Illinois *k
Indiana CPA Society Indiana No
Iowa Socicty of CPAs Towa No
Kansas Society of CPAs Kansas Yes
Kentucky Society of CPAs Kentucky No
Society of Louisiana CPAs Louisiana Yes
New England Peer Review, Inc. Maine No
Maryland Association of CPAs Maryland Yes*
Massachusetts Society of CPAs Massachusetts Yes
Michigan Association of CPAs Michigan No
Minnesota Society of CPAs Minnesota Yes
Mississippi Society of CPAs Mississippi Yes
Missouri Society of CPAs Missouri Yes
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Exhibit 9 (Continued)

Administering Entities That Have Entered Into a Peer Review
Oversight Relationship with a State Board of Accountancy

Administering Entity

Montana Society of CPAs
Nevada Society of CPAs

Nevada Society of CPAs

New England Peer Review, Inc.
New Jersey Society of CPAs
New Mexico Society of CPAs
New York State Society of CPAs
North Carolina Association of CPAs
North Dakota Society of CPAs
The Ohio Society of CPAs
Oklahorma Society of CPAs
Oregon Society of CPAs
Pennsylvania Institute of CPAs
New England Peer Review, Inc.
South Carolina Association of CPAs
Oklahorma Society of CPAs
Tennessee Society of CPAs
Texas Society of CPAs

Nevada Society of CPAs

New England Peer Review, Inc.
Virginia Society of CPAs
Washington Society of CPAs
West Virginia Society of CPAs
Wisconsm Institute of CPAs
Nevada Society of CPAs

Oversight Relationship

State Board of Between Admmistering Entity
Accountancy and State Board of Accountancy
Montana No
Nebraska No

Nevada Yes

New Hampshire No

New Jersey Yes

New Mexico No

New York *¥

North Carolina No

North Dakota No

Ohio Yes
Oklahoma Yes

Oregon Yes
Pennsylvania No

Rhode Island No

South Carolina Yes

South Dakota No
Tennessee Yes

Texas Yes

Utah No

Vermont No

Virginia Yes*
Washingion Yes

West Virginia No
Wisconsin No
Wyoming Yes

* - Oversight Relationship is currently in development
** Licensing jurisdiction has statutorily adopted peer review and is in the process of adopting niles
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Exhibit 10

On-Site Oversights of Administering Entities
Performed by AICPA Oversight Task Force

During 20092010, a member of the AICPA Oversight Task Force (OTF) performed an on-site
oversight visit to each of the following 41 administering entities. As part of the oversight
procedures, each administering entity is visited by a member of the AICPA OTF whenever
deemed necessary, ordinarily, at least once every other year.

2009 2010
Alabama
Connecticut Arkansas
Georgia California
Hawaii Colorado
Idaho Florida
Illinois Kansas
Indiana Michigan
Iowa Mississippi
Kentucky Missouri
Louisiana Montana
Maryland Nevada
Massachusetts New England
Minnesota New Jersey
North Carolina New Mexico
Oklahoma New York
South Carolina North Dakota
Texas Ohio
Virginia Oregon
Washington Pennsylvania
Puerto Rico
Tennessee
West Virginia
Wisconsin
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Exhibit 11
Observations from On-Site Oversights of Administering Entities
Performed by the AICPA Oversight Task Force

As discussed in more detail in the “Oversight Visits of the Administering Entities” section, each
administering entity is visited by an AICPA Oversight Task Force (OTF) member at least every
other year that performs various oversight procedures. At the conclusion of the visit, the AICPA
OTF member issues an AICPA oversight visit report as well as an AICPA Oversight Visit Letter
of Procedures and Observations which details the oversight procedures performed, observations
noted by the AICPA OTF member, and includes recommendations that may enhance the entity’s
administration of the AICPA Peer Review Program. The administering entity is then required to
respond to the chair of the AICPA OTF, in writing, to any findings reported in the Oversight
Visit Report and Letter, or at a minimum, when there are no findings reported, an
acknowledgement of the visit. The two oversight documents and the administering entity’s
response are presented to the AICPA OTF Peer Review Board (PRB) members at the next
AICPA PRB meeting for acceptance. A copy of the acceptance letter, the two oversight visit
letters and the response are posted to the following AICPA PRP web site
{(hitp://www.aicpa.org/InterestAreas/PeerReview/Resources/ Transparency/Oversicht/Pages/Over
sightVisitResults.aspx).

The following represents a summary of common observations made by the AICPA OTF
resulting from the on-site oversight visits performed during 2008—2010. The observations listed
below are not indicative of every administering entity and may have been a single occurrence
that has since been corrected upon notification.

Administrative Procedures

» The appropriate letters for poor reviewer performance, delinquent peer reviews, and follow-
up reminders were not generated according to the time requirements in the administrative
manual.

¢ Files still open due to delinquent follow-up actions were not periodically reviewed with the
Peer Review Committee to determine what additional action should be taken.

* Reviewer feedback forms were not maintained in the appropriate reviewer file.

Web site and Other Media Information

* The data maintained on the web site as it relates to the peer review program was not
reviewed and revised to reflect current information.

Working Paper Retention

* Working papers were not retained and then destroyed 120 days after acceptance by the peer
review committee in accordance with the working paper retention policy of the
administrative manual,

Review Presentation

* Report Acceptance Bodies (RABs) should be scheduled throughout the year so that RABs
meet and accept reviews in the time frame required by the Standards for Performing and
Reporting on Peer Reviews.
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Committee Procedures

* Reviewer feedback was not issued when necessary. Also, the reviewer feedback was not
signed by a peer review committee member,

¢ Technical reviewers should address all significant issues before reviews are presented to the
RAB.
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Exhibit 12
Number and Type of Working Paper Oversights
Performed by AICPA Staff

The following shows the number and type of workirig paper oversights performed by AICPA
Peer Review Program staff for 2010.

Type of Review Total
Administering Entity| System | Engagement| Selections
Alabama 6
Arkansas 7
California 29
Colorado
Connecticut
Florida
Georgia
Hawaii

Idaho

Illinois

Indiana

TIowa

Kansas
Kentucky
Louisiana
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nevada

New England
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Puerto Rico
South Carclina
Tennessee
Texas

Virginia
Washington
West Virginia
Wisconsin
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Totals ’ 187 120 307
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Exhibit 13

Comments from Working Paper Oversights
Performed by AICPA Peer Review Program Staff

Throughout each year, a sample of reviews is selected (by AICPA Peer Review Program staff
and approved by the AICPA Oversight Task Force) from the administering entities for
submission to the AICPA PRP staff for a full working paper review. Documents from all parts
of the peer review process (administrative, PRISM computer system, peer review checklists,
technical reviewer checklist, and peer review committee actions) are reviewed to determine
whether the reviews are being performed and reported on in accordance with the Standards for
Performing and Reporting on Peer Reviews (standards). The following is a summary of the
most prevalent comments that were generated as a result of the working paper oversights
performed by the AICPA PRP staff for year 2010. The comments are intended to provide the
administering entities, their committees, report acceptance bodies, peer reviewers, and technical
reviewers with information and constructive recommendations that will help ensure consistency
and improve the peer review process in the future. The comments vary in degree of significance
and are not applicable to all of the respective parties. Ordinarily, administering entities do not
receive all of the peer review checklists that are obtained as part of the working paper reviews
and therefore, would not be able to identify some of these comments.

* Reviewer Feedback

- Feedback was not issued to the peer reviewer when it would have been appropriate,
Some examples include scope matters, incomplete matters for  further consideration
(MFC) forms (for example, not referencing professional standards), and late submission
of the report to the reviewed firm.

- Reviewer feedback forms were not used appropriately or were signed by the technical
reviewer instead of a member of the peer review committee,

* Engagement Checklists

- Peer reviewers did not use the correct or most current checklists when performing peer
reviews.

- There were multiple “no” responses on the engagement checklists which did not have a
documented resolution. They were not mentioned in the exit conference summary
contained in the Summary Review Memorandum and there was no MFC prepared.

- The peer reviewer did not refer to the applicable supplemental checklist. For example,
the review engagement selected for peer review was in the construction industry and the
peer reviewer could have referred the Supplemental Checklist for Review of Construction
Contractor Engagements.

- There were sections on the engagement checklists which were not completed in their
entirety. Some examples included the general data, audit engagement risk assessment
and the identification of significant audit areas.
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Exhibit 13 (continued)

Comments from Working Paper Oversights
Performed by AICPA PRP Staff

There were inconsistencies noted with respect to responses made by the reviewed firm on
the engagement profile or questionnaire versus those made by the peer reviewer on the
engagement checklists. Some examples include the firm indicated on the engagement
questionnaire that they did provide nonattest services but the reviewer indicated nonattest
services were not applicable on the checklist or the firm indicated on the engagement
questionnaire that the financial statement did include a footnote related to income tax
expense but the reviewer indicated on the Financial Reporting and Disclosure Checklist
that income taxes were not applicable.

Engagement Selection

- A selection was not made from all levels of service provided by the firm, and the
reviewer did not provide an explanation as to why this was appropriate.

- There were engagements reviewed which were outside of the scope of the peer review
year, and no explanation was provided as to why this was appropriate in these cases.

Independence

- The information provided by the firm was incomplete in regards to the prior year's fees
and also in regards to providing nonattest services, which are needed to appropriately
determine the firm’s independence on the engagement.

Risk Assessment

The risk assessment included in the Summary Review Memorandum (SRM) failed to
comprehensively address the inherent and control risks and discuss the firm’s system of
quality control.

Firm Representation Letter

- On system reviews, the firm’s peer review representation letter was incorrectly dated. For
system reviews the representations should be dated the same date as the peer review
report.

- On engagement and report peer reviews, the firm’s peer review representation letter was
dated the same date as the peer review report. For engagement and report reviews, the
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Exhibit 13 (continued)

Comments from Working Paper Oversights
Performed by AICPA PRP Staff

representations should be the date the firm submits the list of engagements to the reviewer.

Matters for Further Consideration (MFCs) and Findings for Further Consideration (FFCs)

MFCs should have been prepared, but were not. For example, if the engagement
checklists address several “no™ answers relating to disclosure and documentation, they
should be carried forward to an MFC.

MFCs did not reflect the respective professional standards in order to lend support for the
matter being addressed as a deficiency and did not include the engagement, checklist
page, or question where the comment was derived.

MFCs were not signed and dated by the reviewed firm’s engagement partner (or
designated as being discussed by telephone) prior to or on the date of the report.

The Finding for Further Consideration (FFC) form was not written systemically.
Paragraphs .83-.85 of the Standards contain guidelines on identifying the underlying
cause of a finding. The team captain should identify the underlying systemic cause of all
findings.

Summary Review Memorandum (SRMs)

The SRMs were not completed accurately or consistently, This led to instances where
necessary comments were not included in the letter of comments; repeat findings and
substandard engagements were not identified or properly addressed; and reports other
than unmodified were not considered.

- The reviewer did not document in the SRM their consideration of issuing another type of

report.

Surprise Engagement

- The surprise selection was not the firm’s highest level of service and the team captain’s
conclusion for the selection was not documented in the SRM.

Isclated Matter

There was no documentation as to the number of other engagements the team captain
reviewed to determine if the matter was isolated and not pervasive.

The team captain did not expand scope to determine the pervasiveness of the matter in
the other engagements.

Engagement Statistics in the PRISM System

Engagement statistics were not recorded into PRISM were recorded incorrectly (that is,
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Exhibit 13 (continued)
Comments from Working Paper Oversights
Performed by AICPA PRP Staff
types of engagements reviewed and if an engagement was substandard).
Review Acceptance

- The review was not presented to the peer review committee within 120 days of receipt of
the report, letter of comments and letter of response, if applicable from the reviewed firm.

- The engagement review was not accepted by the technical reviewer within 60 days of
receipt of the report.

Overdue Reviews

- The peer review was completed and submitted to the administering entity late and there
was no extension granted or no overdue letters generated.

Incompiete Engagement Profiles
- The firm did not complete all sections of the engagement profile.
Use of alternative checklists

- In lieu of completing supplementary disclosure checklists for the applicable engagements
reviewed, the reviewer copied and reviewed the engagement disclosure checklists
completed by the firm. Per Interpretation 24-1, “reviews conducted utilizing alternate
materials and checklists will require advance notice to the administering entity and the
review must be subject to on-site oversight”.
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Exhibit 14

Administrative Oversights Performed
By Peer Review Committees of Administering Entities

The administering entity’s peer review committee is required to establish administrative
oversight procedures to provide reasonable assurance that the AICPA Peer Review Program is
being administered in accordance with guidance as issued by the PRB. An administrative
oversight should be performed in those years when there is no AICPA oversight visit.
Procedures to be performed should cover the administrative requirements of administering the
AICPA Peer Review Program. Each administering entity was requested to submit
documentation indicating that an administrative oversight was performed with their 2010 Plan of
Administration. Comments or suggestions contained in the reports are summarized below and
are not indicative of every administering entity and vary in degree of significance. In addition,
the OTF member reviewed the results of the administrative oversight during the oversight visit
(described on pages 12-13, Qversight Visits of the Administering Entities) and compared the
results of the administrative oversight with those noted during the AICPA OTF oversight visit to
evaluate whether any matters still need improvement.

¢ Files contained documents that should have been destroyed.

* Notifications not sent to team captains advising them of the working paper retention
policy after the report acceptance.

» Delinquent letters on reviews were not being sent in a timely manner.

* Reviewer feedback and performance deficiency letters were not being issued when
necessary.

* Reviews were not always presented to the peer review committee in accordance with the
timelines specified by the Standards for Performing and Reporting on Peer Reviews.

¢ The status of open reviews should be monitored by the peer review committee at each
meeting.

¢ The technical reviewer did not always resolve inconsistencies and disagreements before
submitting reviews to the report acceptance bodies (RABs).

* RABs are not always consistent with regard to follow-up actions.

* Required oversights of “must select” engagements were not performed in a timely
manner.
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Exhibit 15
Summary of Oversights Performed by Administering Entities

Administering entities are required to conduct oversight on a minimum of 2% of all reviews
performed in a 12-month period of time, and within the 2% selected, there must be at least two of
each type of peer review evaluated. Also, at least two engagement oversights must be performed
to include either audits of employee benefit plans subject to the Employee Retirement Income
Security Act of 1974 (ERISA), engagements performed under GAGAS, or audits of insured
depository institutions subject to the Federal Deposit Insurance Corporation Improvement Act
(FDICIA). The following shows the number of oversights performed for the 2010 oversight year.

Type of Review Oversights Type of Engagement Oversights Total Oversights
Administering Entity System | Engagement| Total ERISA | GAGAS | FDICIA | Total Perfomed At Firm
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Exhibit 16
Summary of Reviewer Resumes Verified by Administering Entities
Administering entities are required to verify all reviewer resumes over a three-year period as
long as at a minimum, one third are verified in year 1, a total of two thirds has been verified by
year 2, and 100% have been verified by year 3. The following shows the number of reviewer
resumes verified by administering entities for the years 2008 through 2010.

Administering Entity 2010 2009 2008
Alabama 9 13 10
Arkansas 7 g 5
California 49 38 33
Colorado 11 9 9
Connecticut 11 7 9
Florida 25 46 20
Georgia 44 . -
Hawaii ‘ 6 8 8
Idaho . 5 6 5
lilinois , 19 22 29
Indiana 11 11 8
Iowa 8 8 5
Kansas - 17 1
Kentucky 14 18 12
Louisiana 49 43 41
Maryland 31 9 8
Massachusetts ' - 2 -
Michigan kil 40 113
Minnesota 7 7 7
Mississippi ' 17 10 14
Missouri 15 20 8
Montana - 3 -
Nevada 62 - 39
New England 7 9 9
New Jersey 29 26 24
New Mexico ‘ ‘ - 20 23
New York 30 24 40
North Carolina 24 8 13
North Dakota 1 1 3
Ohio 14 - -
Oklahoma 15 11 14
Oregon 12 13 11
Pennsylvania 33 40 26
Puerto Rico 13 13 10
South Carolina 11 12 12
Tennessee ’ 24 20 20
Texas 43 37 4
Virginia _ 2 12 16
Washington 10 9 10
West Virginia 10 11 8
Wisconsin 20 6 7
Totals 749 617 674
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Term

AICPA Peer
Review Board

AICPA Peer
Review Program
Manual

AICPA Peer
Review Program
Oversight
Handbook

AICPA Peer
Review Program

Report Acceptance
Body Handbook

AICPA Peer
Review Program
Reviewer’s Alert
Administering

Entity

Agreed Upon
Procedures

PRISM System

Attest Engagement

Audit

Glossary
Definition

Functions as the “senior technical committee™ governing the AICPA PRP
and is responsible for overseeing the entire peer review process.

The publication that includes the Standards, Interpretations to the
Standards, and other guidance that is used in administering, performing
and reporting on peer reviews.

The handbook that includes the objectives and requirements of the AICPA
PRB and the administering entity oversight process for the AICPA PRP.

The handbook that includes guidelines for the formation, qualifications,
and responsibilities of administering entity peer review committees, report
acceptance bodies, and technical reviewers. The handbook also provides
guidance in carrying out those responsibilities.

A document issued on a periodic basis by the AICPA PRB to
communicate current information and guidance to peer reviewers.

A state CPA society, group of state CPA societies, or other entity annually
approved by the PRB to administer the AICPA PRP in compliance with
the Standards and related guidance materials issued by the PRB.

Specific procedures agreed to by a CPA, a client, and (usually) a specified
third party. The report states what was done and what was found.
Additionally, the use of the report is restricted to only those parties who
agreed to the procedures.

An online system  that is accessed to carry out the AICPA PRP
administrative functions.

An engagement that requires independence as defined in the AICPA
professional standards.

An examination and verification of a company's financial and accounting
records and supporting documents by a professional, such as a CPA.
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Glossary (continued)

Term

Compilation

ERISA

FDICIA

Engagement Review

Definition

Presenting in the form of financial statements information that is the
representation of management (owners) without undertaking to
express any assurance on the statements performed under SSARS.

The Employee Retirement Income Security Act of 1974 (ERISA) is
a federal law that sets minimum standards for pension plans in
private industry.

Federal law enacted in 1991 to address the thrift industry crisis. The
Federal Deposit Insurance Corporation Improvement Act (FDICIA)
recapitalized the Bank Insurance Fund of the Federal Deposit
Insurance Corporation (FDIC), expanded the authority of banking
regulators to seize undercapitalized banks, and expanded consumer
protections available to banking customers.

A type of peer review for firms that do not perform audits and are not
eligible to have a report review and focuses on work performed and
reports and financial statements issued on particular engagements
(reviews or compilations).

Financial Statements A presentation of financial data, including accompanying notes, if

Finding
for
Further
Consider
ation
(FFC)

Firm

Follow-up
Action

any, intended to communicate an entity’s economic resources or
obligations, or both, at a point in time or the changes therein for a
period of time, in accordance with generally accepted accounting
principles or a comprehensive basis of accounting other than
generally accepted accounting principles.

A finding is one or more matters that the reviewer concludes does
not rise to the level of a deficiency or significant deficiency and is
documented on a Finding for Further Consideration Form.

A form of organization permitted by law or regulation whose
characteristics conforms to resolutions of the Council of the AICPA
that is engaged in the practice of public accounting,.

A corrective type action, remedial and educational in nature, which
may be imposed on a reviewed firm by the administering entity peer
review committee upon the acceptance of the firm’s peer review in
an attempt to strengthen the performance of the firm.
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Glossary
(continued)

Hearing

Implementation Plan

Letter of Comments

Licensing
Jurisdiction

Matter for Further
Consideration

Other
Comprehensive
Basis of Reporting

Oversight Task
Force

When a reviewed firm refuses to cooperate, fails to correct material
deficiencies, or is found to be so seriously deficient in its
performance that education and remedial corrective actions are not
adequate, the PRB may decide, pursuant to due process procedures
that it has established, to appoint a hearing pane! to consider whether
the firm’s enrollment in the AICPA PRP should be terminated or
whether some other action should be taken,

An implementation plan is a course of action that a reviewed firm
has agreed to take in response to Findings For Further Consideration.
A RAB may require an implementation plan when the responses to a
firm’s FFC(s) are not comprehensive, genuine and feasible.

A letter which may be issued in addition to the peer review report, which
on system reviews, includes matters not of such significance to affect the
opinion, but areas where the firm has more than a remote possibility of not
conforming with professional standards in all material respects. On
engagement reviews, it includes departures from professional standards
that are not deemed to be significant departures, but that should be
considered by the reviewed firm in evaluating the quality contro! policies
and procedures over its accounting practice. No longer issued with revised
Standards.

For purposes of this Report, licensing jurisdiction means any state or
commonwealth of the United States, the District of Columbia, Guam, the
Northern Mariana Islands, Puerto Rico, or the Virgin Islands.

A matter is noted as a result of evaluating whether an engagement
submitted for review was performed and/or reported on in conformity with
applicable professional standards. Matters are typically one or more “No”
answers to questions in peer review questionnaires(s). A matter is
documented on a Matter for Further Consideration Form.

Consistent accounting basis other than generally accepted accounting
principles (GAAP) used for financial reporting.

Appointed by the PRB to oversee the administration of the AICPA PRP
and make recommendations regarding the PRB oversight procedures.
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Glossary
(continued)

Peer Review
Committee

Plan of
Administration

Practice Monitoring
Program

Program
Administrator

Report Acceptance
Body

Report Review

Review

Reviewer Feedback
Form

Reviewer Resume

An authoritative body established by an administering entity to oversee the
peer reviews administered and performed in the licensing jurisdiction(s) it
has agreed to administer, to evaluate the results of the reviews and the out,
monitoring procedures with respect to the completion need for corrective
actions, and to determine the need for, and carry of those corrective
actions.

A document that state CPA societies complete annually to elect the level
of involvement they desire in the administration of the AICPA PRP,

A program to monitor the quality of financial reporting of a firm or
individual engaged in the practice of public accounting,

Person responsible for administering the AICPA PRP for the
administering entity.

A committee or committees appointed by an administering entity for the
purpose of considering the results of peer reviews and ensuring that the
requirements of the AICPA PRP are being complied with.

A type of peer review for firms that only perform compilation
engagements under SSARS where the firm has compiled financial
statements that omit substantially all disclosures. The focus of the peer
review is on the report issued by the firm and the related financial
statements.  (No longer issued with revised Standards effective
January 1, 2009.)

Performing inquiry and analytical procedures on financial statements that
provide the accountant with a reasonable basis for expressing limited
assurance that there are no material modifications that should be made to
the statements for them to be in conformity with GAAP.

A form used to document a peer reviewer's performance on individual
reviews and give constructive feedback.

A written document residing on the AICPA website and required to be
updated annually by all active peer reviewers which is used by
administering entities to determine if individuals meet the qualifications
for service as a reviewer as set forth in the Standards.
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Glossary
(continued)

Scheduling Status
Report

State Board of
Accountancy

State CPA Society

AICPA Peer
Review Program
Administrative
Manual

Summary Review
Memorandum

System of Quality
Control

System Review

Technical Reviewer

Territory

A report which provides key information on peer reviews such as firm
name, due date, review number, type, status, and the date background
information was received.

An independent state governmental agency that licenses and regulates
CPAs.

Professional organization for CPAs providing a wide range of member
benefits.

Publication that includes guidance used by AICPA PRB approved state
CPA societies or other entities in the administration of the AICPA PRP.

A document used by peer reviewers to document (1) the planning of the
review, (2) the scope of the work performed, (3) the findings and
conclusions supporting the report and letter of comments, if any, and (4)
the comments communicated to senior management of the reviewed firm
that were not deemed of sufficient significance to include in the letter of
comments.

A process to provide the firm with reasonable assurance that its personnel
comply with applicable professional standards and the firm’s standards of
quality.

A type of peer review for firms that have an audit and accounting practice.
The peer reviewer’s objective is to determine whether the system of
quality control for performing and reporting on auditing and accounting
engagements is designed to ensure conformity with professional standards
and whether the firm is complying with its system appropriately.

Individual(s) at the administering entity whose role is to provide technical
assistance to the Report Acceptance Body (RAB) and the Peer Review
Committee in carrying out their responsibilities.

A territory of the United States is a specific area under the jurisdiction of
the United States and for purposes of this Report includes Guam, the
District of Columbia, the Northern Mariana Islands, Puerto Rico, or the
Virgin Islands.
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NASBA

National Association of State Boards of Accountancy

150 Fourth Avenue North + Suite 700 « Nashville, TN 37219-2417 « Tel 615.880-4200 » Fax 615.880-4200 « www.nasba.org

February 23, 2012

Dear Members of the 55 State Boards of Accountancy and
the respective Peer Review Oversight Committees:

Enclosed is the first annual monitoring report of the National Peer Review Committee (NPRC)
of the American Institute of CPAs (AICPA) by the NASBA Compliance Assurance Committee
(CAC).

In 2009, an agreement was reached between NASBA and the AICPA to provide a mechanism by
which the operations of the NPRC could be monitored and reported on by the CAC. We are
pleased to provide you with our first report.

For more information about the NPRC, refer to the NPRC website at
http://www.aicpa.org/INTERESTAREAS/PEERREVIEW/COMMUNITY/NATIONALPRC/Pa
ges/NationalPeerReviewCommittee.aspx. This site includes the 2010 Oversight Report, which
was approved by the NPRC in September 2011.

I am happy to discuss this matter further with you. I can be reached at (405) 360-5533.
Sincerely,

orse R

Janice Gray, CPA, CVA, CFF
Chair, NASBA Compliance Assurance Committee



NASBA Compliance Assurance Committee Report
on the AICPA National Peer Review Committee

The American Institute of CPAs (AICPA) National Peer Review Committee (NPRC)
administers peer reviews for (i) al! firms who serve SEC issuer clients and, accordingly,
are required to be registered with and inspected by the Public Company Accounting
Oversight Board, and (ii) other firms who elect to have their peer review administered by
the NPRC. The NPRC has firms that are located in every state. These are firms that
provide audit services and assurance services. To provide transparency in the operations
of the NPRC such that individual state boards of accountancy and their peer review
oversight committees (PROCs) may rely on the effectiveness of the NPRC, NASBA and
the AICPA developed a process by which the activities of the NPRC may be monitored
and reports issued.

By agreement, two spots on the NPRC are designated to be filled by NASBA
representatives. Currently two former state board members sit in these positions on the
NPRC. The members are selected from a list of qualified individuals recommended by
NASBA. The individuals serve on the NPRC as fully-participating members with full
voting rights and the same responsibilities as other NPRC members.

Those NPRC members representing NASBA report periodically to NASBA’s
Compliance Assurance Committee (CAC) as to whether:

* The NPRC is complying with the AICPA Standards for Performing and
Reporting on Peer Reviews (Standards) and other Guidance issued by the AICPA
Peer Review Board and the NPRC;

* The NPRC has an appropriate oversight process in place for the reviews it
administers and its peer reviewers;

* Results of the oversight process are transparent;

* Reviews are being conducted and reported upon in accordance with the
Standards;

* Results of reviews are being evaluated on a consistent basis;

* The AICPA Peer Review Program is achieving its objectives based on the
administration by the NPRC; and

* Comments, suggestions and other input from these two members are given full
consideration as other such matters would be from any NPRC members.

Based on our discussions with our representatives on the NPRC, as well as reviewing the
comprehensive oversight report prepared by the NPRC and the administrative oversight
report issued by a third party, we are satisfied and can report that the NPRC has operated
appropriately for the period of November 1, 2010 — October 31, 2011.

Janice L. Gray, CPA, CVA, CFF
Chair, NASBA Compliance Assurance Committee
February 25, 2012



