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South Dakota Board of Accountancy
Minutes of Meeting-Conference Call
July 11, 2016 - 9:00 a.m.

The Board of Accountancy held a meeting by conference call on Wednesday, July 11, 2016. Chair David
Pummel called the meeting to order at 9:03 a.m.

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

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

Chair David Pummel asked if there were any additions to the agenda. The following were added:
Additions to Financial Statements through June 2016
Report to Board on Grades

A motion was made by John Mitchell and seconded by Marty Guindon to approve the agenda. A roli call
vote was taken. The motion unanimously carried. {Linn, Jr.-yea; Mitchell-yea; Guindon.-yea; Smith-yea;
Brunick-yea; Pummel-yea)

A motion was made by John Linn, Jr. and seconded by Holly Brunick to approve the June 15, 2016
meeting minutes. A roll call vote was taken. The motion unanimously carried, (Linn, Jr.-yea; Mitchell-yea,
Guindon.-yea; Smith-yea; Brunick-yea; Pummel-yea)

A motion was made by Marty Guindon and seconded by John Mitchell to approve the issuance of
individual certificates and firm permits through July 5, 2016. A roll call vote was taken. The motion
unanimously carried. {Linn, Jr.-yea; Mitchell-yea; Guindon.-yea; Smith-yea, Brunick-yea; Pummel-yea)

The board discussed the financials. A motion was made by Jeff Smith and seconded by Marty Guindon
to approve the financial statements through June 2016. A roll call vote was taken. The motion
unanimously carried. (Linn, Jr.-yea; Mitchell-yea; Guindon.-yea; Smith-yea; Brunick-yea; Pummel-yea)

The Board discussed a request for a reciprocal license. A motion was made by John Mitchell and
seconded by Holly Brunick to approve the board staff to review the reciprocal license application. A roll
call vote was taken. The motion unanimously carried. (Linn, Jr.-yea; Mitchell-yea;, Guindon.-yea; Smith-
yea; Brunick-yea; Pummel-yea)

Executive Director Kasin discussed her report with an update on the license renewals, NASBA Exam
update, and a recap of NASBA's Western Regional Conference.

Jeff Smith left the meeting at 9:40 a.m.
The Board reviewed the report on the CPA exam grades for the 49" Window.
A motion was made by Marty Guindon and seconded by John Mitchell to approve the CPA exam scores

for the 49™ Window through June 2016. A roll call was taken. The motion unanimously carried. {Linn, Jr.-
yea; Mitchell-yea; Guindon.-yea; Brunick-yea; Pummel-yea; Smith-excused)



The Board discussed the AICPA Exposure Draft — Proposed Changes to the AICPA Standards for
Performing and Reporting on Peer Reviews. This is tabled until the August 16, 2016 meeting. The Board
also discussed the AICPA Proposed Evolution of Peer Review Administration. Nicole Kasin will draft a
response to the AICPA.

A motion was made by Holly Brunick and seconded by Marty Guindon to enter into executive session for
the deliberative process for peer reviews, a complaint, and the audit proposal for Board approval. A roll
call vote was taken. The motion unanimously carried. (Linn, Jr.-yea; Mitchell-yea; Guindon.-yea; Brunick-
yea, Pummel-yea; Smith-excused)

The Board came out of executive session.
A motion was made by John Mitchell and seconded by John Linn, Jr. to accept the peer reviews and
complaint as discussed in executive session. A roll call vote was taken. The motion unanimously carried.

{Linn, Jr.-yea; Mitchell-yea; Guindon.-yea; Brunick-yea; Pummel-yea; Smith-excused)

FUTURE MEETING DATES (all times CT)
August 16" - 8:30 a.m. Sioux Falls Holiday Inn City Centre, Cascade Room

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. (Linn, Jr.-yea; Mitchell-yea; Guindon.-yea; Brunick-yea;
Pummel-yea; Smith-excused)

All business having come before the board was concluded and Chair David Pummel adjourned the
meeting at 10:11 a.m.

s

T Nicole Kasin, Executive Director

vid Pumme!, CPA, Chair

ff 8Bmith, Sec/Treasurer



Number

3266

3267

3268

3269

3270

CERTIFIED PUBLIC ACCOUNTANT CERTIFICATES
BOARD COPY

Issued Through August 10, 2016

Name Date Issued Location
Deborah Louise Kasson 7/13/16 Madison, SD
Byron Glen Storm 8/02/16 Sioux Falls, SD
Katherine Marie Yerdon 8/02/16 Sioux Falls, SD
Samantha Abby Scarpello 8/08/16 Phoenix, AZ

Jeffrey Duane Moench 8/08/16 Aberdeen, SD



Number

1672

1673

1674

FIRM PERMITS TO PRACTICE PUBLIC ACCOUNTANCY

BOARD COPY
Issued Through
August 10, 2016
Name Date Issued Basis/Comments
Kasson Accounting 07/13/16 New Firm
Madison, SD
Pieper Whitaker & Bjork, LLC 07/28/16 New Firm
Plymouth, MN
KCoe Isom, LLP 08/02/16 New Firm

Salina, KS



BA1409R1

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

COMEPANY CENTER ACCOUNT
6503 103100061802 1140000

COMPANY/SOURCE TOTAL 6503 618

COMP/BUDG UNIT TOTAL 6503 1031

BUDGET UNIT TOTAL 1031

'STATE OF SOUTH DAKOTA
CASH CENTER BALANCES

A8 OF: 07/31/2016

BALANCE
423,737.11
423,737.11
423,737.11
423,737.11

DR/CR CENTER DESCRIPTION
DR BOARD OF ACCOUNTANCY
DR *

DR **
DR *%*

PAGE

121



STATE OF SOUTH DAROTA

MONTHLY EXPENDITURE REPORT
FOR PERIOD ENDING: 07/31/2016

BAO205A5 07/30/2016
AGENCY 10 LABOR & REGULATION
BUDGET UNIT 1031 BOARD OF ACCOUNTANCY
CENTER-5 10310 BOARD OF ACCOUNTANCY
DOCUMENT
COMP CENTER ACCOUNT NUMEER
COMPANY NO 6503
COMPANY NAME PROFESSIONAL & LICENSING BOARDS
6503 103100061802 51010100 CGEX160628
6503 103100061802 51010100 CGEX160713
OBJSUB: 5101010 F-T EMP SAL & WAGES
6503 103100061802 51010200 CGEX160628
6503 103100061802 51010200 CGEX160713
OBJSUB: 5101020 P-T/TEMP EMP SAL & WAGES
6503 103100061802 51010300 CGEX160628
6503 103100061802 51010300 CCEX160713
OBJSUB: 5101030 BOARD & COMM MBRS FEES
OBJECT: 5101 EMPLOYEE SALARIES
6503 103100061802 51020100 CGEX160628
6503 103100061802 51020100 CGEX160713
OBJSUB: 5102010 OASI-EMPLOYER'S SHARE
6503 103100061802 51020200 CGEX160628
6503 103100061802 51020200 CGEX160713
OBJSUB: 5102020 RETIREMENT-ER SHARE
6503 103100061802 51020600 CGEX160628
6503 103100061802 51020600 CEEX160713
OBJSUB: 5102060 HEALTH/LIFE INS.-ER SHARE
6503 103100061802 51020800 CGEX160628
6503 103100061802 51020800 CGEX160713
OBJSUB: 5102080 WORKER'S COMPENSATION
6503 103100061802 51020900 CCEX1 60628
6503 103100061802 51020900 CGEX160713
OBJSUB: 5102090 UNEMPLOYMENT COMPENSATION
OBJECT: 5102 EMPLOYEE BENEFITS
GROUP: 51 PERSONAL SERVICES
$503 103100061802 52032300 CGEX160728
6503 103100061802 52032300 CGEX160728
OBJSUB: 5203230 AUTO-PRIV. (QUT-STATE) H/R
6503 103100061802 52032600 CGEX160728
6503 103100061802 52032600 CGEX160728
OBJSUB: 5203260 AIR-COMM-QUT-QF -STATE
6503 103100061802 52032800 CGEX160728
6503 103100061802 52032800 CGEX160728

POSTING
DATE

07/02/2016

07/15/2016

07/02/2016
07/15/2016

07/02/2016
07/15/2016

07/02/2016
07/15/2016

07/02/2016
07/15/2016

07/02/2016
07/15/2016

07/02/2016
07/15/2016

07/02/2016
07/15/2016
07/31/2016

07/31/2016

07/31/2016
07/31/2016

07/31/2016
07/31/2016

Jv APPVL #,

OR PAYMENT #

016454
016453

016453
016457

016457
016453

SHORT
NAME

VENDOR
NUMBER

VENDOR
GROUP

PAGE

AMOUNT

2,534.32
2,418.66

4,952.98
946.53
927.11

1,873.64
660.00
240.00

900.00
7,726.62
282.9¢6
240.75

523.71
208.84
2006.75

409.58
732.82
719.486

1,452.28
4.17
4.01

8.18
1.34
1.30

2.64
2,396.40
10,123.02
335.16
50.40

385.56
730.20
717.70

1,447.80
136.35
121.00

127

DR/
CR

DR
DR

DR
DR

DR *
DR
DR

DR **
DR
DR

DR
DR

DR *
DR
DR

DR
DR

DR *
DR
DR

DR **
Uw *hk



STATE OF SOUTH DAROTA

MONTHLY EXPENDITURE REPORT
FOR PERIOD ENDING: 07/31/2016

BAO20SAS  07/30/2016

AGENCY 10 LABOR & REGULATION

BUDGET UNIT 1031 BOARD OF ACCOUNTANCY

CENTER-5 10310 BOARD OF ACCOUNTANCY

DOCUMENT

COMP CENTER ACCOUNT NUMEBER
OBJSUB: 5203280 OTHER-PUBLIC-0OUT-0OF-STATE

6503 103100061802 52033000 CQEX160728

6503 103100061802 52033000 CGEX160728

€503 103100061802 52033000 CGEX160728
OBJSUB: 5203300 LODGING/OUT - OF - STATE

6503 103100061802 52033200 CGEX160728

6503 103100061802 52033200 CGEX160728

6503 103100061802 52033200 CGEX160728
QBJSUB: 5203320 INCIDENTALS -OUT-0OF-STATE

6503 103100061802 52033500 CeEX160728

6503 103100061802 52033500 CGEX160728

6503 103100061802 52033500 CGEX160728
OBJSUB: 5203350 NON-TAXABLE EHFEM\OGHIMH
OBJECT: 5203 TRAVEL

6503 103100061802 52041800 DPS06103
OBJSUB: 5204180 COMPUTER SERVICES-STATE

6503 103100061802 52042000 FM606069

6503 103100061802 52042000 PLE0ED5T

6503 103100061802 52042000 RM606048
OBJSUB: 5204200 CENTRAL SERVICES

6503 103100061802 52042200 IN301910
OBJSUB: 5204220 EQUIPMENT SERV & MATINT

6503 103100061802 52044900 ACCOUNTRENT2017
CBJSUB: 5204490 RENTS-PRIVATE OWNED PROP.

6503 103100061802 52045300 TL606153

6503 103100061802 52045300 1111650018088

6503 103100061802 52045300 1111090018155
OBJSUB: 5204530 TELECOMMUNICATIONS SRVCE

6503 103100061802 52045400 506152105
OBJSUB: 5204540 ELECTRICITY

6503 103100061802 52045600 68332 MAY16
QOBJSUB: 5204560 WATER

6503 103100061802 52047400 CI107A-002

€503 103100061802 52047400 CI107A-002

6503 103100061802 52047400 CILO0TA-002
OBJSUB: 5204740 BANE FEES AND CHARGES

6503 103100061802 52049600 13709540

POSTING
DATE

07/31/2016
07/31/2016
07/31/2016

07/31/2016
07/31/2016
07/31/2016

07/31/2016
07/31/2016
07/31/2016

07/20/2016

07/22/2016
07/20/2016
07/15/2016

07/15/2016

07/31/2016

07/15/2016
07/08/2016
07/31/2016

07/08/2016

07/08/2016

07/15/2016
07/15/2016
07/15/2016

07/31/2016

JV APPVL #,

OR PAYMENT #

016454
016453
016457

016454
016453
016457

016454
016457
016453

00323254

02169989

00321394
00327057

02167165

00321544

269141
269141
269141

00326927

SHORT
NAME

ABBUSINESS

MCGINNISRO

MIDCONTINE
MIDCONTINE

XCELENERGY

ECOWATER

NATLASSNST

VENDOR
NUMBER

12036980

12074040

12023782
12023782

12023853

12035896

12005047

VENDOR
GROUP

PAGE

AMOUNT

257.35
685.05
456.70
456.70

1,598.45
126.00
80.00
24.00

230.00
80.00
77.00
77.00

234.00
4,153.26
510.75

510.75
1,121.29
103.49
73.92

1,298.70
74.38

74.38
1,269.45

1,269.45
105.02
95.00
95.00

295.02
44.41

44 .41
22.35

22.35
1,063.50
1,063.50
1,063.50

1,063.50
5,966.50

128

DR/
CR

DR
DR
DR
DR

DR
DR
DR
DR

DR
DR
DR
DR

DR
DR
DR

DR
DR
DR
DR

DR
DR

DR
DR

DR
DR
DR
DR

DR
DR

DR
DR

DR
DR
DR
CR

DR
DR

* i



BAQ205A5 07/30/2016 STATE OF SOUTH DAKOTA PAGE 129
MONTHLY EXPENDITURE REFORT
FOR PERIOD ENDING: 07/31/2016

AGENCY 10 LABOR & REGULATION

BUDGET UNIT 1031 BOARD OF ACCOUNTANCY

CENTER-5 10310 BOARD OF ACCOUNTANCY

DOCUMENT POSTING JV APPVL #, SHORT VENDOR VENDOR DR/

COMP CENTER ACCOUNT NUMBER DATE OR PAYMENT # NAME NUMBER GROUP AMOUNT CR
OBJSUB: 5204960 OTHER CONTRACTUAL SERVICE 5,966.50 DR *
OBJECT: 5204 CONTRACTUAL SERVICES 10,545.06 DR **

6503 103100061802 52053200 41448 07/22/2016 00325175 BUSINESSFR 12003048 13.80 DR
OBJSUB: 5205320 PRINTING-COMMERCIAL 13.80 DR *
OBJECT: 5205 SUPPLIES & MATERTALS 13.80 DR **

6503 103100061802 52079610 ARAQLS27 07/08/2016 00321779 ELBOCOMPUT 12124520 95.00 DR
OBJSUB: 5207961 COMPUTER SOFTWARE 95.00 DR *
OBJECT: 5207 CAPITAL OUTLAY 95.00 DR **

6503 103100061802 5228000 T106-115 07/15/2016 319.67 DR
OBJSUB: 5228000 OPER TRANS OUT -NON BUDGT 319.67 DR *
OBJECT: 5228 NONOP EXF/NCNBGTD OF TR 319.67 DR **
GROUP: 52 OPERATING EXPENSES 15,126.79 DR ***
COMP: 6503 25,249.81 DR ®%&*
CNTR.: 103100061802 25,249.81 DR **x%%«

B. UNIT: 1031 95,249.81 DR **wi*



South Dakota Board of Accountancy

Balance Sheet
As of July 31, 2016

ASSETS
Current Assets
Checking/Savings
1130000 - Local Checking - Great Western
4140000 - Pool Cash State of SD

Total Checking/Savings

Other Current Assets
1431000 - Inferest Income Receivable
1213000 - Investment Income Receivable

Total Other Current Assets

Total Current Assets

Fixed Assets
1670000 - Computer Software
Original Cost
4770000 : Depreciation

Total 1670000 - Computer Software
Total Fixed Assets

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

Total Accounts Payable

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

Total Other Current Liabilities

Total Current Liabilities

Long Term Liabilities
2060000 - Compensated Absences Payable

Total Long Term Liabilities

Total Liabilities

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

Total Equity

TOTAL LIABILITIES & EQUITY

Jul 31, 16

74,486.33
423,737.11

498,223.44

4,392.05
981.54

5,373.56

503,597.00

140,063.23

-140,063.23

0.00

0.00

503,597.00

1,443.09

1,443.09

6,728.32
32,902.91

39,632.23

41,075.32

18,468.75

18,468.75

59,544.07

263,695.39
74,812.83
105,544.71

44405293

503,597.00

Page 1



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

Ordinary Income/Expense

Income

42935650 -
- Cerfificate Renewals-Active
4293552 -
4283553 -
4293554 -

4293551

4293555

4293561

4293563

4293570
4293571

4896021

Initial Individual Certificate

Certificate Renewals-lnactive
Certificate Renewals-Retired
Initial Firm Permits

- Firm Permit Renewals
4293557 -
4293558 -
4293560 -

Initial Audit
Re-Exam Audit
Late Fees-Initial Certificate

. Late Fees-Certificate Renewals
4293562 -
- Late Fees-Firm Permit Renewals
4293564 -
4293566 -
4293567 -
4293568 -
4293569 -

Late Fees-Firm Permits

late Fees-Peer Review
Firm Permit Qwners

Peer Review Admin Fee
Firm Permit Name Change
Initial FAR

- Initial REG
- Inital BEC

4293572 -
4293573 -
4293574 -
4491000 -
* Legal Recovery Cost

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

Total Income

Gross Profit
Expense

5101010 -
5101020 -
5401030 -
- OASI-Employer's Share
5102020 -
5402060 -
5102080 -
5102090 -
- Auto--State Owned

. Auto-Private-Ownes Low Mileage
5203030 -
5203100 -
5203120 -
5203140 -
- InState-Non-Tax Meals OverNight
5203230 -
5203260 -
5203280 -
5203300 -
- OS-Incidentals to Travel
5203350 -
5204010 -
5204020 -
5204030 -
- Consultant Fees-Accounting
5204050 -
5204080 -
5204160 -
5204180 -
- Computer Development Serv-State
5204200 -
5204220 -
5204230 -
5204340 -

5102010

5203010
5203020

5203150

5203320

5204040

5204181

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

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

In State-Auto- Priv. High Miles
In State-Lodging

In State-Incidentals to Travel
InState-Tax Meals Not Overnigt

0S-Auto Private High Mileage
0S-Air Commercial Carrier
0%-Other Public Carrier
08-Lodging

0S-Non-Taxable Meals Overnight
Subscriptions

Dues and Membership Fees
Legal Document Fees

Consultant Fees - Computer
Consultant Fees—Legal
Workshop Registration Fees
Computer Services-State

Central Services

Equipment Service & Maintenance
Janitorial/Maintenance Services
Computer Software Maintenance

July 2016

Jul 16 Budget % Over Budget % of Budget
150.00 2,800.00 -2,650.00 5.4%
36,100.00 58,000.00 -21,900.00 62.2%
10,500.00 21,000.00 -10,500.00 50.0%
530.00 1,000.00 -470.00 53.0%
150.00 700.00 -550.00 21.4%
8,100.00 15,500.00 -7,400.00 52.3%
90.00 900.00 -810.00 10.0%
90.00 2,460.00 -2,370.00 3.7%
0.00 0.00 .00 0.0%
0.00 3,000.00 -3,000.00 0.0%
0.C0 0.00 0.00 0.0%
50.00 600.00 -550.00 8.3%
50.00 1,300.00 -1,250.00 3.8%
69,170.00 105,000.00 -35,830.00 65.9%
75.00 5,650.00 -5,575.00 1.3%
50.00 100.00 -50.00 50.0%
90.00 1,140.00 -1,050.00 7.9%
30.00 660.00 -630.00 4.5%
60.00 930.00 -870.00 6.5%
120.00 1,860.00 -1,740.00 6.5%
270.00 2,310.00 -2,040.00 11.7%
150.00 2,310.00 -2,160.00 8.5%
0.00 4,000.00 -4,000.00 0.0%
0.00 1,000.00 -1,000.00 0.0%
125,825.00 232,220.00 -106,395.00 54.2%
125,825.00 232,220.00 -106,395.00 54.2%
4,952.98 76,588.00 -71,635.02 6.5%
1,873.64 31,035.00 -29,161.36 6.0%
900.00 4,683.00 -3,783.00 19.2%
523.71 8,281.00 -7,757.29 6.3%
409.59 6,495.00 -6,085.41 6.3%
1,452.28 20,968.00 -19,515.72 6.9%
8.18 43.00 -34.82 19.0%
2.64 108.00 -105.36 2.4%
0.00 800.00 -800.00 0.0%
156.86 400.00 -243.14 39.2%
50.40 1,600.00 -1,449.60 3.4%
156.60 1,000.00 -843.40 15.7%
0.00 100.00 -100.00 0.0%
0.00 100.00 -100.00 0.0%
23.00 400.00 -372.00 7.0%
335.16 100.00 235.16 335.2%
2,165.60 §,000.00 -3,834.40 36.1%
257.35 500.00 -242.65 51.5%
2.055.15 7.800.00 -5,744.85 26.3%
23¢.00 450.00 -220.00 51.1%
297.00 1,300.00 -1,003.00 22.8%
0.00 1,000.00 -1,000.00 0.0%
0.00 3,800.00 -3,900.00 0.0%
0.00 300.00 -300.00 0.0%
0.00 7,100.00 -7,100.00 0.0%
0.00 15,000.00 -15,000.00 0.0%
0.00 0.00 0.00 0.0%
0.00 6,000.00 -6,000.00 0.0%
0.00 6,000.00 -6,000.00 0.0%
0.00 5,000.0¢ -5,000.00 0.0%
1,298.70 9,000.00 -7,701.30 14.4%
3.38 300.00 -296.62 1.1%
130.34 1,600.00 -1,469.66 8.1%
0.00 2,000.00 -2,000.00 0.0%



5204360 -
5204440 -

5204460

5204530

5204740
5204960

5205310

5205350

5207950
5207955

5228000

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

Advertising-Newspapers
Newsletter Publishing

- Equipment Rental
5204480 -
5204490 -
5204510 -
- Telecommunications Services
5204540 -
5204560 -
5204590 -
- Bank Fees and Charges

- Other Contractual Services
5205020 -
5205028 -
- Printing State
5205320 -
5205330 -
5205340 -
- Postage
5207430 -
5207900 -
- System Development

- Computer Hardware Other
5207960 -
- Operating Transfers Out-NonBudg

Microfilm and Photography
Rents Privately Owned Property
Rent-Other

Electricity
Water
Insurance Premiums/Surety Bonds

Office Supplies

OFFICE SUPPLIES-2
Printing/Duplicating/Binding Co
Supplemental Publications
Microfilm Supplies/Materials
Office Machines

Computer Hardware

Computer Software Expense

Total Expense

Net Ordinary Income

Net Income

July 2016

Jul 16 Budget $ Over Budget % of Budget
0.00 1,000.00 -1,000.00 0.0%
0.00 100.00 -100.00 0.0%
71.00 4,000.00 -3,929.00 1.8%
0.00 0.00 0.00 0.0%
1,269.45 15,234.00 -13,964.55 8.3%
0.00 500.C0 -500.00 0.0%
211.34 3,500.00 -3,288.66 6.0%
43.97 865.00 -821.03 5.1%
0.00 240.00 -240.00 0.0%
0.00 1,710.00 -1,710.60 0.0%
1,063.50 6,000.00 -4,936.50 17.7%
0.00 0.00 0.00 0.0%
0.00 2,000.00 -2,000.00 0.0%
0.00 0.00 0.00 0.0%
0.00 500.00 -500.00 0.0%
13.80 1,000.00 -986.20 1.4%
0.00 700.00 -700.00 0.0%
0.00 0.c0 0.00 0.0%
0.00 2,500.00 -2,500.00 0.0%
0.00 100.00 -100.00 0.0%
0.00 4,800.00 -4,800.00 0.0%
0.00 1,000.00 -1,000.00 0.0%
0.00 500.00 -500.00 0.0%
Q.00 500.00 -500.00 0.0%
319.67 7,400.00 -7,080.33 4.3%
20,280.29 280,000.00 -259,719.71 7.2%
105,544.71 -47,780.00 153,324.71 -220.9%
105,544.71 -47,780.00 153,324.71 -220.9%




South Dakota Board of Accountancy
PREVIOUS YEAR MONTHLY COMPARISON

Ordinary Income/Expense

Income

4293550 -

4293551

4293552

42935653

4293554 -
4293555 -
4293657 -
4293558 -

4293561

4293563 -

4293564

4293566 -
4293567 -
4293568 -
4293569
4203570 -

4293571

4293572 -
4293573 -
4293574 -

4896021

Total Income

Gross Profit

Expense

5101010 -
5101020 -
5101030 -
5102010 -
5102020 -

5102060
§102080

5102090 -
5203020 -
5203030 -
5203100 -

5203150
5203230

5203260 -
5203280 -
5203300 -
5203320 -

5203350

5204180 -

5204181

5204200 -
5204220 -
5204230 -

5204340

5204460 -
5204490 -
5204530 -
5204540 -

5204560

5204740 -
5205320 -

July 2016
Jul 16 Jut 15 $ Change % Change
initiat Individual Certificate 150.00 150.00 0.00 0.0%
- Certificate Renewals-Active 36,100.00 53,700.00 -17,800.00 -32.8%
Certificate Renewals-Inactive 10,500.00 18,150.00 -7,650.00 -42.2%
- Certificate Renewals-Retired 530.00 900.00 -370.00 -41.1%
Initial Firm Permits 150.00 0.00 150.00 100.0%
Firm Permit Renewals 8,100.00 12,600.00 -4,500.00 -35.7%
Initial Audit 90.00 90.00 0.00 0.0%
Re-Exam Audit 90.00 120.00 -30.00 -25.0%
- Late Fees-Certificate Renewals 0.00 50.00 -50.00 -100.0%
Late Fees-Firm Permit Renewals 50.00 0.00 50.00 100.0%
- Late Fees-Peer Review 50.00 100.00 -50.00 -50.0%
Firm Permit Owners 69,170.00 85,725.00 -16,555.00 -19.3%
Peer Review Admin Fee 75.00 75.00 0.00 0.0%
Firm Permit Name Change 50.00 50.00 0.00 0.0%
Initial FAR 90.00 60.00 30.00 50.0%
Initial REG 30.00 30.00 0.00 0.0%
- Inital BEC 60.00 30.00 30.00 100.0%
Re-Exam FAR 120.00 90.00 30.00 33.3%
Re-Exam REG 270.00 240.00 30.00 12.5%
Re-Exam BEC 150.00 240.00 -90.00 -37.5%
- Legal Recovery Cost 0.00 1,0600.00 -1,000.00 -100.0%
125,825.00 173,400.00  -47,575.00 -27.4%
125,825.00  173,400.00 -47,575.00 -27.4%
F-T Emp Sal & Wages 495298 6,386.17 -1,433.19 -22 4%
P-TiTemp Emp Sal & Wages 1,873.64 2,705.18 -831.54 -30.7%
Board & Comm Mbrs Fees 900.00 960.00 -60.00 -6.3%
OASI-Employer's Share 523.71 732.96 -209.25 -28.6%
Retirement-ER Share 408.59 545.47 -135.88 -24.9%
- Health /Life Ins.-ER Share 1,452.28 1,995.00 -542.72 -27.2%
- Worker's Compensation 8.18 7.26 0.92 12.7%
Unemployment Insurance 2.64 3.55 -0.91 -25.6%
Auto-Private-Ownes Low Mileage 156.86 0.00 156.86 100.0%
In State-Auto- Priv. High Miles 50.40 0.00 50.40 100.0%
In State-Loddging 156.60 0.00 156.60 100.0%
- InState-Non-Tax Meals OverNight 28.00 0.00 28.00 100.0%
- 0S-Auto Private High Mileage 335.16 0.00 335.16 100.0%
08-Air Commercial Carrier 2,165.60 0.00 2.165.60 100.0%
0S-Other Public Carrier 257.35 0.00 257.35 100.0%
OS.-Lodging 2,055.15 0.00 2,055.15 100.0%
0S-Incidentals to Travel 230.00 0.00 230.00 100.0%
- 0S-Non-Taxable Meals Overnight 297.00 0.00 297.00 100.0%
Computer Services-State 0.00 96.75 -86.75 -100.0%
- Computer Development Serv-State 0.00 £695.80 -695.80 -100.0%
Central Services 1,298.70 1,383.01 -84.31 £.1%
Equipment Service & Maintenance 3.38 2.43 0.95 39.1%
Janitorial/Maintenance Services 130.34 126.55 3.79 3.0%
- Computer Software Maintenance 0.00 614.50 -614.50 -100.0%
Equipment Rental 71.00 71.00 0.00 0.0%
Rents Privately Owned Property 1,269.45 1,269.45 0.00 0.0%
Telecommunications Services 211.34 241.78 -30.44 -12.6%
Electricity 43.97 43,20 0.77 1.8%
- Water 0.0 22.35 -22.35 -100.0%
Bank Fees and Charges 1,063.50 206.29 857.21 415.5%
Printing/Duplicating/Binding Co 13.80 17.25 -3.45 -20.0%
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South Dakota Board of Accountancy
PREVIOUS YEAR MONTHLY COMPARISON

July 2016

5267900 - Computer Hardware
5228000 - Operating Transfers Out-NonBudg

Total Expense

Net Ordinary Income

Net income

Jui 16 Jul15 $ Change % Change
0.00 85.00 -85.00 -100.0%
319.67 288.02 21.65 7.3%
20,2580.29 18,508.97 1,771.32 9.6%
10554471 154,891.03  -49,346.32 -31.9%
105,544.71  154,891.03 -49,346.32 -31.9%

Page 2



South Dakota Board of Accountancy

PREVIOUS YEAR TO DATE MONTHLY COMPARISON
July 2016 through June 2017

Ordinary Income/Expense

Income
4293550
4293551

4293558

4293566

4293570

4491000

- Inittal Individual Certificate
- Certificate Renewals-Active
4293552 -
4293553 -
4293554 -
4293555 -
4293557 -

Certificate Renewals-Inactive
Certificate Renewals-Retired
Initial Firm Permits

Firm Permit Renewals

Initial Audit

+ Re-Exam Audit
4293560 -
4293561 -
4293563 -
4293564 -
+ Firm Permit Owners
4293567 -
4293568 -
4293569 -
- Initial REG
4293571 -
4293572 -
4293573 -
4293574 -
- Interest and Dividend Revenue
4896021 -

Late Fees-Initial Certificate

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

Peer Review Admin Fee
Firm Permit Name Change
Initial FAR

Inital BEC

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

Legal Recovery Cost

Total Income

Gross Profit
Expense

5101010 -
5101020 -
5101030 -
5102010 -
5102020 -
5102060 -
5102080 -
» Unemployment Insurance
5203010 -
5203020 -
5203030 -
5203100 -
« In State-Incidentals to Travel
5203140 -
5203150 -
5203230 -
- 05-Air Commercial Carrier
- 0S-Other Public Carrier

5203300 -
5203320 -
5203350 -
- Subscriptions
5204020 -
5204050 -
5204160 -
5204180 -

5102090

5203120

5203260
5203280

5204010

5204181
5204200

5204340

5204540

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

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

In State-Lodging

InState-Tax Meals Not Overnigt
InState-Non-Tax Meals OverNight
O8-Auto Private High Mileage

08-Ledging
0S-Incidentals to Travel
0S-Non-Taxable Meals Overnight

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

- Computer Development Serv-5State
- Central Services

5204220 -
5204230 -
- Computer Software Maintenance
5204460 -
5204490 -
5204510 -
5204530 -
- Electricity

Equipment Service & Maintenance
Janitorial/Maintenance Services

Equipment Rental

Rents Privately Owned Property
Rent-Other
Telecommunications Services

Jul "6 -Jun 17 Jul"15-Jun 16 $ Change % Change
225.00 2,125.00 -1,800.00 -89.4%
46,800.00 71,900.00 -25,100.00 -34.9%
13,550.00 24,900.00 -11,350.00 -45,6%
700.00 1,430.00 -730.00 -51.1%
250.00 500.00 -250.00 -50.0%
10,500.00 16,500.00 -6,000.00 -36.4%
90.00 870.00 -780.00 -89.7%
120.00 2.490.00 -2,370.060 -95.2%
0.00 50.00 -50.00 -100.0%
500.00 3,350.00 -2,850.00 -85.1%
200.00 400.00 -200.00 -50.0%
250.00 1,000.00 -750.00 -75.0%
78,460.00 119,335.00 -40,875.00 -34.3%
225.00 3,750.00 -3,525.00 -94.0%
50.00 175.00 -125.00 -71.4%
90.00 870.00 -780.00 -89.7%
90.00 1,020.00 -930.00 -91.2%
80.00 690.0¢ -600.00 -87.0%
180.00 1,920.00 -1,740.00 -90.6%
270.00 2,160.00 -1,890.00 -87.5%
240.00 2,370.00 -2,130.00 -89.9%
0.00 4,714.95 -4,714.96 -100.0%
0.00 1,450.00 -1,450.00 -100.0%
152,880.00 263,969.96 -111,089.96 -42.1%
152,880.00 263,969.96 ~-111,088.96 -42.1%
7,103.41 55,144.98 -48,041.57 -87.1%
2,760.30 23,343.47 -20,583.17 -88.2%
1,200.00 3,300.00 -2,100.00 -63.6%
745.59 5,509.84 -4,764.25 -86.5%
591.81 4,690.83 -4,099.02 -87.4%
2,164.31 13,221.72 -11,057.41 -83.6%
11.82 62.58 -50.76 -81.1%
3.82 23.25 -19.43 -83.6%
0.00 78.65 -78.65 -100.0%
156.86 124.66 32.20 25.8%
50.40 1,108.80 -1,058.40 -95.5%
156.60 319.60 -163.00 -51.0%
0.00 20.00 -20.00 -100.0%
0.00 22.00 -22.00 -100.0%
28.00 268.00 -240.00 -89.6%
335.16 0.00 335.16 100.0%
2,165.60 1,727.10 438.50 25.4%
257.35 208.00 49.35 23.7%
2,065.15 2,439.00 -383.85 -15.7%
230.00 248.00 -18.00 -7.3%
297.00 356.00 -59.00 -16.6%
0.00 507.90 -507.90 -100.0%
3,200.00 3,450.00 -250.00 -7.3%
0.00 15,301.00 -16,301.00 -100.0%
0.00 4,865.00 -4,865.00 -100.0%
0.00 3,023.50 -3,023.50 -100.0%
0.00 1,717.55 -1,717.85 -100.0%
1,288.70 6,148.80 -4,850.10 -78.9%
3.38 25.16 -21.78 -86.6%
130.34 1,518.60 -1,388.26 -81.4%
0.00 614.50 -614.50 -100.0%
71.00 3,264.00 -3,193.00 -97.8%
1,269.45 15,233.40 -13,963.95 -91.7%
0.00 248.80 -243.80 -100.0%
211.34 3,533.01 -3,321.67 -94.0%
43.97 595.48 -551.51 -92.6%
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5204560

5205020

South Dakota Board of Accountancy

PREVIOUS YEAR TO DATE MONTHLY COMPARISON
July 2016 through June 2017

- Water
5204590 -
5204740 -
5204960 -
- Office Supplies
5205320 -
5205350 -
5207900 -
5207960
5228000 -

Insurance Premiums/Surety Bonds
Bank Fees and Charges
Other Contractual Services

Printing/Duplicating/Binding Co
Postage

Computer Hardware

Computer Software Expense
Operating Transfers Out-NonBudg

Total Expense

Net Ordinary Income

Net Income

Jul"6-Jun17  Jul*5-Jun 16 $ Change % Change
0.00 134.10 -134.10 -100.0%
0.00 646.00 -646.00 -100.0%
1,063.50 4,721.00 -3,657.50 -77.5%
0.00 1,176.00 -1,176.00 -100.0%
0.0 890.08 -890.08 -100.0%
13.80 329.44 -315.64 -95.8%
0.00 1,000.00 -1,000.00 -100.0%
0.00 2,783.12 -2,783.12 -100.0%
0.00 1,187.60 -1,187.60 -100.0%
848.00 4,026.61 -3,178.52 -78.9%
28,466.75 189,157.13 -160,690.38 -85.0%
124,413.25 74,812.83 49,600.42 66.3%
124,413.25 74,312.83 49,600.42 66.3%
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REPORT TO BOARD ON NASBA ANNUAL MEETING

The Annual Meeting for NASBA will be held October 30-November 2, 2016. The
location of the meeting will be in Austin, TX.

This is a request for a board motion to approve travel for Board Members and the
Executive Director to attend the Annual NASBA meeting.



FY18 BUDGET WORKSHEET
State Act QB Act FY17 Expand- FY18
Income  |Description FY15 FY16 FY16 Budget Reduce Budget
4293550 |Initial Individual Certificate 2,675.00 2,150.00 2,125.00 2,800.00 | (300.00) | 2,500.00
4293551 |Cert Renew-Active 57,550.00 57,600.00 71,900.00 | 58,000.00 0.00 58,000.00
4293552 |Cert Renew-Inactive 21,000.00 18,200.00 24,900.00 | 21,000.00 0.00 21,000.00
4293553 |Cert Renew-Retired 1,030.00 950.00 1,430.00 1,000.00 50.00 1,050,00
4293554 |Initial Firm Permit 950.00 500.00 500.00 700.00 0.00 700.00
4293555 |Firm Permit Renew 13,610.00 13,350.00 16,500.00 | 15,500.00 Q.00 15,500.00
4293557 |Initial Audit 4,637.64 5,499.31 870.00 $00.00 0.00 900.00
4293558 |Re-exam Audit 12,980.61 17,835.59 2,480.00 2,460.00 0.00 2,460.00
4293560 |Late Fee-Initial Certificate 200.00 50.00 50.00 0.00 0.00 0.00
4293561 |Late Fees-Cert Renew 2,900.00 3,350.00 3,350.00 3,000.00 0.00 3,000.00
4293562 |Late Fees-Firm Permits 0.00 0.00 0.00 0.00 0.00 0.00
4293563 |Late Fees-Firm Perm Renewals 300.00 400.00 400.00 600.00 {100.00) 500.00
4293564 |Late Fees- Peer Review 1,200.00 900.00 1,000.00 1,300.00 0.00 1,300.00
4293566 [Firm Permit Owners 92,250.00 94,870.00 | 119,335.00 | 105,000.00 0.00 105,000.00
4293567 |Peer Review Admin Fee 5,250.00 3,600.00 3,750.00 5,650.00 | (150.00) | 5,500.00
4293568 |Firm Permit Name Change 250.00 150.00 175.00 100.00 0.00 100.00
4293569 |Initial FAR 6,811.61 5,731.67 870.00 1,140.00 0.00 1,140.00
4293570 [Initial REG 4,505.79 6,717.71 1,020.00 660.00 0.00 660.00
4293571 |Initial BEC 4,455.22 4,198.66 690.00 930.00 0.00 930.00
4293572 |Re-Exam FAR 13,103.23 12,616.50 1,920.00 1,860.00 0.00 1,860.00
4293573 Re-exam REG 13,318.97 14,002.05 2,160.00 2,310.00 0.00 2,310.00
4293574 |Re-exam BEC 13,522.79 15,139.56 2,370.00 2,310.00 0.00 2,310.00
4491000 |Interest and Dividend Revenue 3,578.78 4,714.96 4,714.96 4,000.00 0.00 4,000.00
4896021 |Legal Recovery Cost 1,175.00 1,450.00 1,450.00 1,000.00 0.00 1,000.00
4950 |[Refund Prior Years Expenses 0.00 0.00 0.00 0.00 0.00 0.00
Total Income 277,254.64 284,066.05 | 263,969.96 (232,220.00, -500.00 231,720.00
State Act QB Act FY17 Expand- FY17
Expenses -5al & Benefits FY15 FY16 FY16 Budget Reduce Budget
5101010 |F-T Emp Sal & Wages 48,656.03 55,145.00| 55,144.98 | 76,588.00 0.00 76,588.00
5101020 |P-T Emp Sal & Wages 25,353.13 23,343.00| 23,343.47 | 31,035.00 0.00 31,035.00
5101030 |Board & Comm. Members 3,360.00 3,300.00| 3,300.00 4,683.00 0.00 4,683.00
5102010 |OASI- Employers 5,624.36 5,510.00 5,509.84 8,281.00 0.00 8,281.00
5102020 |Retirement - Employers 4,399.76 4,691.00| 4,690.83 6,495.00 0.00 6,495.00
5102060 |Health Insurance 20,477.25 13,222.00 13,221.72 | 20,968.00 0.00 20,968.00
5102080 [Workers Comp 44,46 63.00 62.58 43.00 0.00 43,00
5102080 {Unempioyment 33.30 23.00 23.25 108.00 0.00 108.00
Sal & Benefits Totals 107,948.29 105,297.00 | 105,296.67 | 148,201.00 0.00 148,201.00
State Act QB Act FY17 Expand- FY13
Expenses - Operational FY15 FY16 FY1l6 Budget Reduce Budget
5203010 |Auto - State Vehicle 123.12 79.00 78.65 200.00 (400.00} 400.00
5203020 |Auto Private In State -employees 180.80 125.00 124.66 400.00 0.00 400.00
5203030 |Auto Private In State- Board 1092.98 1058.00! 1,108.80 1,500.00 0.00 1,500.00
5203100 |Lodging In 5tate 673.75 320.00 319.60 1,000.00 0.00 1,000.00
5203120 |incidentals to Travel- In State 10.00 20.00 20.00 100.00 0.00 100.00
5203140 |Meals Not Overnight - In State 0.00 22.00 22.00 100.00 0.00 100.00
5203150 |Meals Overnight - In State 363.00 268.001  268.00 400.00 0.00 400.00
5203230 |Auto Private Qut of State - Board 134.80 144.00 0.00 100.00 0.00 100.00




5203260 |Air Travel-Out of State 4259.20 3554.00| 1,727.10 | 6,000.00 0.00 6,000.00
5203280 |Other Public Transp Out of State 256.93 460,00, 208.00 500.00 0.00 500.00
5203300 |Lodging Out of State 6077.95 4148.00| 2,439.00 | 7,800.00 0.00 7,800.00
5203320 |incidentals to Travel- Qut of State 251.00 339.00| 248.00 450.00 0.00 450.00
5203350 |Meals Overnight - Out of State 700.00 644,00, 356.00 1,300.00 (300.00} | 1,000.00
5204010 |Subscriptions 1233.31 508.00| 507.90 1,000.00 0.00 1,000.00
5204020 |Dues & Membhership Fees 3440.00 3450,00| 3,450.00 | 3,900.00 0.00 3,900.00
5204030 Legal Document Fees 0.00 0.00 0.00 300.00 0.00 300.00
5204040 |Consultant Fees - Audit 7100.00 0.00 0.00 7,100.00 0.00 7,100.00
5204050 |Computer Consultant - Data base 0.00 34075.00| 15,301.00 | 15,000.00 0.00 15,000.00
5204080 |Consultant Fees - Legal 0.00 0.00 0.00 0.00 0.00 0.00
5204160 |Workshop Registration Fees 5560.00 4865.00| 4,865.00 6,000.00 0.00 6,000.00
5204180 |Computer Services - State 4528.30 4230.00} 3,023.50 6,000.00 | {1000.00) | 5,000.00
5204181 |Computer Dev. State 0.00 0.00| 1,717.55 5,000.00 | [3000.00) | 2,000.00
5204200 |Central Services 8215.85 6149.00) 6,148.80 | 9,000.00 0.00 9,000.00
5204220 |Equipment Service & Maint £49.16 877.00 25.16 300.00 .00 300.00
5204230 |Janitorial 1474.32 1519.00| 1,518.60 1,600.00 50.00 1,650.00
5204340 |Computer-Tech Support £86.60 1021.00| 614.50 2,000.00 0.00 2,000.00
5204360 [Advertising-Newspaper 938.33 0.00 0.00 1,000.00 0.00 1,000.00
5204440 |Newsletter Publishing 0.00 0.00 0.00 100.00 0.00 100.00
5204460 |Equipment Rental 2685.00 2412.00| 3,264.00 | 4,000.00 0.00 4,000.00
5204480 |Microfilm Processing 0.00 0.00 0.00 0.00 0.00 0.00
5204490 |Rents-Private 15233.40 15233.00| 15,233.40 | 15,234.00 | 500.00 15,734.00
5204510 |Rents-Other 230.80 249.00| 248.80 500.00 0.00 500.00
5204530 |Telecommunications 3285.88 3296.00] 3,533.01 | 3,500.00 0.00 3,500.00
5204540 |Electricity 689.52 599.00| 595.48 865.00 0.00 865.00
5204560 |Water 134.10 112,00, 134.10 240.00 0.00 240.00
5204590 |Insurance Premiums 1267.13 646.00| 646.00 1,710.00 0.00 1,710.00
5204740 |Bank Svc Chrge (Credit Card Fees) 4192.22 4721.00| 4,721.00 | 6,000.00 500.00 6,500.00
5204960 |Other Contractual - NASBA 62274.90 72592.00| 1,176.00 0.00 0.00 0.00
5205020 |Office Supplies 28.01 20.00| 890.08 2,000.00 0.00 2,000.00
5205028 |Office Supplies 230.69 870.00 0.00 0.00 0.00 0.00
5205310 |Printing/Copying State 155.25 0.00 0.00 500.00 (250.00) 250.00
5205320 |Printing Commercial 982.73 295,00 329.44 1,000.00 0.00 1,000.00
5205330 |Supplement Publications & Ref 667.50 0.00 0.00 700.00 0.00 700.00
5205340 |Microfilm Supplles & Material 0.00 0.00 €.00 0.00 0.00 0.00
5205350 |Postage 3562.25 1142.000 1,000.00 | 2,500.00 (500.00) | 2,000.00
15207430 |Office Machines 0.00 0.00 0.00 100.00 0.00 100.00
5207900 |Computer 0.00 0.00| 2,783.12 | 4,800.00 0.00 4,800.00
5207901 |Computer Hardware 2351.62 2783.00 0.00 0.00 0.00 0.00
5207905 |Computer Systems 0.00 0.00 0.00 0.00 0.00 0.00
5207950 |Computer Hardware 0.00 0.00 0.00 1,000.00 0.00 1,000.00
5207955 |Computer Hardware 0.00 0.00 0.00 500.00 0.00 500.00
5207960 [Computer Software 0.00 0.00] 1,187.60 500.00 0.00 500.00
52079610 |Computer Software 95.00 960.00 0.00 0.00 0.00 0.00
5228000 |DOL Overhead Allocated Fees 3941.83 4026.61| 4,026.61 | 7,400.00 {1400.00) | 6,000.00
5228030 |Depreciation 0.00 0.00 0.00 0.00 0.00 0.00
Object Totals 149,957.23 177,831.61 | 83,860.46 |131,799.00 -5,800.00 | 125,999.00
Total Expenses 257,905.52 257,905.52 | 189,157.13 | 280,000.00 -5,300.00 | 274,200.00
Net Income {Loss) 19,349.12 26,160,53 | 74,812.83 | -47,780.00 5,300.00 | -42,480.00




EXECUTIVE DIRECTOR’S REPORT
Nicole Kasin

Online Renewals

Renewals began June 15, 2016. OnJuly 28,2016 a reminder email was sent to individuals and firms that
did not renew, indicating the due date was August 1, 2016. A progress report follows on the next page.

Rules Review Discussion

Per a request from Marty, a discussion on possible rule updates or changes in regards to South Dakota
Peer Review and firm names.

20:75:07:07 — Qualifications of reviewer for South Dakota Reviews

An individual selected to conduct a South Dakota review must have the following minimum qualifications:

{1) Be licensed to practice as a certified public accountant or public accountant by the licensing board of
any state;

(2) Have current knowledge and experience of the professional standards applicable to the type of practice
to be reviewed, including recent experience in the industry engagements that may be selected for review. Such
knowledge and experience may be obtained from on-the-job training, training courses, or a combination of both;

(3} Be independent of the firm under review;

{4) Be able to demonstrate familiarity with the procedure for conducting a peer review in accordance with
the standards in §§ 20:75:07:09 to 20:75:07:16, inclusive;

(5) Be able to provide evidence that the reviewer's firm received a pass report during the past three years
or a certified true statement that the firm was not subject to review. If the reviewer is associated with more than
one firm, all of the firms with which the reviewer is associated must fulfill this requirement. This provision is not
applicable to an individual reviewer not associated with a firm;

{6) Be familiar with operations of a firm comparable in size to the firm under review; and

{7) Have completed a minimum of eight hours of continuing professional education on performing peer
reviews within the five years before the start of the review.

Members of the board and members of their firms may not conduct a South Dakota peer review; however,
members of their firms may conduct equivalent reviews in accordance with § 20:75:07:05.

Source: 29 SDR 16, effective August 14, 2002; 36 SDR 216, effective July 6, 2010.

General Authority: SDCL 36-20B-12(9).

Law Implemented: SDCL 36-20B-36,

20:75:07:09 —Conduct of review —requirements

The peer review must be conducted in accordance with the following requirements:

{1) A review must have an engagement review, report review, or system review as defined in § 20:75:07:01,
to ensure that procedures tailored to the size of the firm and the nature of its practice are performed;

{2} A South Dakota review must be conducted between January 1 and October 31 of the year of review
unless otherwise agreed by the board and the firm subject to review;

(3} The reviewer must select the engagements to be reviewed. Engagements selected for review must
provide a reasonable cross section of the firm's accounting and auditing practice with greater emphasis on those
engagements in the practice with higher assessed levels of quality review risk. Factors to be considered in
assessing peer review risk at the engagement tevel are size, industry area, level of service, personnel, litigation in
industry area, and initial engagement;

(4) The review must be limited to the reviewed firm's quality control system and the accounting and
auditing engagements with client year ends dated within the year under review;

{5} The reviewer must use checklists as a basis for performing the review. A separate checklist must be used
for system reviews, engagement reviews, and report reviews. The checklists must include guestions for the



reviewer to answer and must provide sufficient information for the board to determine whether the firm under
review complies with the standards and principles in §§ 20:75:05:05 and 20:75:05:06; and

(6) The firm under review must submit to the reviewer the preceding peer review report; the matters for
further consideration, if any; the reviewed firm's response to the matters for further consideration, if any; the
findings for further consideration, if any; the reviewed firm's response to the findings for further consideration, if
any; the final letter of approval; and any board or review committee performance requirements.

Source: 29 SDR 16, effective August 14, 2002; 35 SDR 165, effective December 22, 2008; 36 SDR 216,
effective July 6, 2010; 39 SDR 33, effective September 5, 2012.

General Authority: SDCL 36-20B-12{(9).

Law !mplemented: SDCL 36-208-36.

20:75:05:15 —Firm Names — titles in firm names (CPA/PFS/CGMA/CFP etc.), use of and company or and
associates

A licensee may not practice public accountancy under a firm name that is misleading in any way.
Names of one or more past partners, members, or shareholders may be included in the firm name
of a successor organization. A partner surviving the death or withdrawal of all other partners may
continue to practice under a partnership name for up to two years after becoming a sole
practitioner. '

Source: 29 SDR 16, effective August 14, 2002.

General Authority: SDCL 36-20B-12(4}.

Law Implemented: SDCL 36-20B-40, 36-20B-41.

Other rule to be considered for changes:

20:75:02:14 —remove the one month of the exam not being offered. Also discuss the seat date verses
the date the score is released.

Examination — Grades. The examination required by SDCL 36-20B-13 must test the applicant's knowledge and
skills required for performance as an entry-level certified public accountant. The examination shall inciude the
subject areas of accounting, auditing, business law, taxation, finance, communications, information technology,
and related knowledge and skills as the board may require

A candidate may take the required test sections individually and in any order. Credit for any test section(s)
passed shall be valid for a rolling qualifying period as measured from the actual date the candidate took that test
section, without having to attain a minimum score on any failed test section(s), and without regard to whether the
candidate has taken other test sections. The qualifying period shall be eighteen months. The passing grade is based
on a 0-99 scale and is 75 percent.

Each candidate must pass all four test sections of the examination within a single rolling gualifying period,
which begins on the date that a given test section(s) passed is taken.

Each candidate may not retake a failed test section(s) in the same examination "window." An examination
window refers to a three-month period comprised initially of two months in which the examination is available to
be taken and one month in which the examination will not be offered while routine maintenance is performed and
the test item bank is refreshed. A candidate will be able to test two out of the three months within an examination
window.

(f all four test sections of the examination are not passed within a given rolling gualifying period, credit for
any test section(s) passed outside that qualifying period will expire and that test section(s) must be retaken.

A candidate is deemed to have passed the examination once the candidate holds, at the same time, valid
credit for passing each of the four test sections for the examination. For purposes of this section, credit for passing
a test section of the computer-based examination is valid from the actual date of the testing event for that test
section, regardless of the date the candidate actually receives notice of the passing grade,

Transfer of grades shall be accepted from other states when a candidate for transfer of grades has met all
the requirements of South Dakota candidates.

The board may not notify an applicant of grades received on the examination until verification of
graduation or completion of required courses has been submitted to the board. Until such verification is received,



the board may not transfer grades to any other state, accept any future examination application, or issue a
certificate to an individual receiving passing grades.

Source; 29 SDR 16, effective August 14, 2002; 30 SDR 119, effective February 9, 2004; 33 SDR 107,
effective December 26, 2006.
General Authority: SDCL 36-20B-18.
Law Implemented: SDCL 36-20B-18.

Board Discussion
s Any New Business/topics?



Form 19-Firm Form 27-Retired Form 28-Active Form 28-Inactive

DATE COMP APVD BD APVD COMP APVD BD APVD COMP APVD BD APVD COMP APVD BD APVD Daily Totals
Wednsday, June 15, 2016 0 0 0 0 4 0 3 0 7
Thursday, June 16, 2016 3 1 2 ] 17 7 0 33
Friday, June 17, 2016 2 0 6 4] 10 2 9 ] 29
Saturday, June 18, 2016 ] 0 5 0 3 3 8 Q 19
Sunday, June 19, 2016 Q 0 2 0 G 3 5 0 10
Monday, June 20, 2016 4 1 3 4] 14 2 13 1 38
Tuesday, June 21,2016 8 2 o] o] 20 2 6 0 3g
Wednesday, June 22, 2016 1 a 3 0 11 2 7 o] 24
Thursday, June 23, 2016 6 1 o 0 14 2 5 o] 28
Friday, June 24, 2016 3 0 4 o] 14 2z 1 1 25
Saturday, lune 25, 2016 0 0 1 0 1 ] 2 0 4
Sunday, June 26, 2016 1 0 Q 0 5 Q 1 0 7
Monday, June 27, 2016 2 1 b 0 14 5 7 o 31
Tuesday, June 28, 2016 3 0 o 0 15 3 6 ] 27
wednesday, June 29, 2016 4 1 1 o 23 2 6 0 37
Thursday, June 30, 2016 3 0 2 0 14 3 4 1 27
Friday, July 1, 2016 1 0 1 0 9 1 3 Q 15
Saturday, July 2, 2015 4] 0 4] o] 1 0 2 0 3
Sunday, July 3, 2016 0 Q 1 li] 1 0 1 0 3
Manday, luly 4, 2016 o 0 0 0 6 0 3 Q 9
Tuesday, July 5, 2016 5 1 1 ] 19 3 3 0 32
Wednesday, July 6, 2016 2 Q o] a 16 2 4 0 24
Thursday, luly 7, 2016 4 0 0 0 17 3 10 0 34
Friday, July 8, 2016 6 ¢ Q ¢] 17 0 6 V] 29
Saturday, July 9, 2016 1 Q 2 0 2 0 2 0 7
Sunday, July 10, 2016 o 0 0 0 3 1 o 0 4
Manday, July 11, 2016 5 1 1 0 19 2 4 0 32
Tuesday, July 12, 2016 2 Q 0 0 11 E 1 1 18
Wednesday, July 13, 2016 4] 1 2 0 8 0 4 4] 15
Thursday, July 14, 2016 2 2 1 0 16 2 4 0 27
Friday, July 15, 2016 1 1 2 0 12 3 3 0 n
Saturday, July 16, 2016 1 0 2 1] 5 0 3 0 11
Sunday, july 17, 2016 0 1 Q 0 5 3 1 o] 10
Monday, July 18, 2016 3 4 1 0 17 2 5 0 31
Tuesday, July 19, 2016 4 1 o 1} ] bl 4 0 18
wednesday, July 20, 2016 1 0 2 0 11 4 5 0 23
Thursday, July 21, 2016 4 2 0 0 13 6 2 o] 27
Friday, July 22, 2016 L 1 1 o 11 3 7 Q 28
Saturday, luly 23, 2016 0 0 0 0 3 1 2 0 6
Sunday, July 24, 2016 2 1 0 0 14 2 1 0 20
Manday, July 25, 2016 7 1 o o] 29 3 6 4] 46
Tuesday, July 26, 2016 8 1 2 0 29 3 11 ] 54
wednesday, July 27, 2016 8 2 2 [+ 33 8 17 1 71
Thursday, July 28, 2016 17 1 3 4] 69 21 38 1 155
Friday, July 29, 2016 12 1 & 0 32 10 12 ] 73
Saturday, July 30, 2016 2 1 0 G 6 3 g 0 21
Sunday, July 31, 2016 3 0 7 0 10 2 10 o 32
Monday, August 1, 2016 10 3 1 0 28 8 14 0 64
Tuesday, August 2, 2016 z Q o 0 4 ¢} 3 0 9
Wednesday, August 3, 2016 o] 0 0 0 i ] o 0 1
Thursday, August 4, 2016 ] 4] 0 0 1 0 1 Q z
Friday, August 5, 2016 0 0 V] 0 0 o] 0 0 o
saturday, August &, 2016 4] 0 0 0 o] 0 0 ] Q
Sunday, August 7, 2016 0 1] 0 0 1 0 0 Q 1
Monday, August 8, 2016 1 0 0 0 0 1 1 0 3
Tuesday, August 9, 2016 0 0 Q 0 0 0 0 o Q
Totals 159 33 74 0 667 134 292 6 1365
Totals per form 192 74 301 298
Total Renewals
Online & Via Mail 268 109 1167 370 1914
% Gompleted Online 71.64% 67.89% 68.64% 80.54% 71.32%
Still need to complete renewal 13 15 39 20 87
2 Completed overall G5.37% 87.90% 96.77% 94.87% 95,65%

as of 8-9-16



DISCUSSION WITH SD CPA SOCIETY

Discussion Points
1. Peer Review — exposure drafts/audit quality/administrating entity
2. CGMA — use of title, Firm Names
3, UAA updates/proposed legislation
2. Definition of Attest (not looking to have any billsin regards to only this, if we have
additiona! bills or an overall clean-up bill, then add this in}

i, Current wording SDCL 36-20B-2 Statements on standards to be adopted. For the
purposes of this chapter, attest means providing the following financial
statement services:

ii. Proposed change SDCL 36-20B-2 Statements on standards to be adopted. For
the purposes of this chapter, attest means providing the following financial
statement services:

b. Other areas in UAA that the Board can discuss

i Retired Status — change definition to match with UAA?

ji. 150 hours

iii. Mobility/Firm Mobility

¢. CPE Standards

i. Nano Learning

ii. CPE credit hours

jii. Sponsors

4. Accountant term (SDCL 36-20B-58)
5. CPA Pipeline
6. Society’s Recommendations for Board Member positions opening in October



CHZ\ South Dakota CPA Society

August 2, 2016

The Honorable Governor Dennis Daungaard
500 E Capitol Ave
Pierre, SD 57501-5070

Dear Govemnor Daugaard,

On behalf of the South Dakota CPA Society Boayd of Directors, we would like to submit the pames of several highly qualified
members of the profession for your consideration to be appointed to the South Dakota Board of Accountancy for the upcoming
two vacancies,

The mission of the Society is to be, the premier professional organization proactively advocating, protecting and promoting the
CPA profession by providing opportunities, information, support and services to a diverse membership. The Board of
Accountancy is the entity respbns_ible for ensuring that the public is protected and, when appropriate, the two organizations
work together to ensure that the profession is held to the highest standard of excellenge.

All of our recommendations have served the Society in either a leadership or committee position in the past and are excellent
advocates for the accounting profession. With the complexities of the profession at this time, the Society would suggest for
your consideration that a CPA from a large firm with strong Auditing & Accounting experience would strengthen the
effectiveness of the Bodrd of Accountancy (BOA). Many of the issues that the BOA and the profession deal with entail A & A
issues, including peer review, stindard setting, and multi jurisdiction practices. A large firm deals with more of these issues
and would offer a different perspective tp balange the current board, so we are submitting a couple of candidates from Eide
Bailly as they are the only reginal firm in the state.

The Society Board feels that the following individuals represent a high standard of excellence and would do an outstanding job
of protecting the profession and the public: ‘ '
* Jeff Strand, CPA — Eide Bailly LLP — Sioux Falls
Holly Engelhart, CPA - Eide Bailly L1.P - Aberdeen
Jay Tolsma CPA — ELO Prof LLC- Mii:cﬁell
Jean Smith CPA  Ketel Thorstenson LLP - Rapid City

Deidre Budahi CPA — Casey Peterson & Associgtes LTD ~ Rapid City

These individuals each have extensive years of A & A experience and several work fpr large firms in addition to Eide Bailly.

Thank you for your consideration of these individuals to the important position on the Board of Accountancy. While we
believe thesg are excellent choices, again we want to emphasize the importance of an individual with A & A experience end
large firm experience. If the Society can provide more information on each/any of the individuals or be of assistance to your
offjce on this or other matters, please do not hesitate to contact us.

Laura Coome

Executive Director

South Dakota CPA Society , i 9 ’ 7
5024 S Bur Oak P1 #108 W

Sioux Falls, SD 57108 :

1000 West Ave. N. #100 » P.O. Box 2080 * Sioux Falls, SD 57101-2080
@ Ph. 605-334-3848 * Fax: 605-334-8595 * E-mail: icoome@iw.net * Website: www.sdcpa.org



EXPOSURE DRAFT

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

« Allows Firms with No AICPA Members to Enroli in the AICPA
Peer Review Program
« Expands the Availability of Administration by the National Peer
Review Committee
o Inciudes Other Minor Changes

May 23, 2016

Comments are requested by August 26, 2016

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

Comments should be received by August 26, 2016 and addressed to
Lisa Joseph, Technical Manager — Peer Review
AICPA Peer Review Program
American Institute of Certified Public Accountants
220 Leigh Farm Road, Durham, NC 27707-8110
or PR_expdraft@aicpa.org



© 2016 American Institute of CPAs. All rights reserved.

DISCLAIMER: The contents of this publication do not necessarily reflect the position or opinion
of the American Institute of CPAS, its divisions and its committees. This publication is designed
to provide accurate and authoritative information on the subject covered. It is distributed with the
understanding that the authors are not engaged in rendering legal, accounting or other
professional services. If fegal advice or other expert assistance is required, the services of a
competent professional should be sought.

For more information about the procedure for requesting permission to make copies of any part
of this work, please email copyright@aicpa.org with your request. Otherwise, requests should be
written and mailed to the Permissions Department, AICPA, 220 Leigh Farm Road, Durham, NC

27707-8110.
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Al C P A _ﬁ Amarcan fnstitute of CPAS
AN A/ Peer Review Program 220 Leigh Farm Road

Durham, NC 27707.8110

May 19, 2016

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

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

« Be received by August 19, 2016

» Should be sent to Lisa Joseph or PR expdraft@aicpa.org

o Should refer to the specific paragraphs and inciude supporting reasons for each
comment or suggestion

« Shouid be limited to those items presented in the exposure draft

The exposure draft inciudes the following:
« An explanatory memorandum of the proposed revisions to the —Standards and
Interpretations in effect as of May 19, 2016
s Explanations, background and other pertinent information
o Marked excerpts from the current Standards and Interpretations to allow the reader to
see all changes
o lterns that are being deleted from the Standards and Interpretations are struck
through
o New items are underlined

The Board is not required to expose changes to the Interpretations, but elected to do so to assist
respondents with understanding the underlying intent of the proposed revisions to the
Standards. For each Interpretation change proposed, the corresponding Standards paragraph
has been included in this document to further aid understanding.

As of May 19, 2016, there is another outstanding exposure draft proposing changes to the
Standards and Interpretations. The details of that exposure draft are available at Improving
Transparency and Effectiveness of Peer Review Exposure Draft. A copy of this exposure draft
and the current Standards (effective for peer reviews commencing on or after January 1, 2009)
are also available on the AICPA Peer Review website at
http:llwww.aicpa.orqllnterestAreasfPeerReviewlPaqeslPeerReviewHome.aspx.

Sincerely,

Anita M. Ford
Chair, AICPA Peer Review Board

T:919.402.4502 | F:919.419.4713 [ aicpa.org EETTR
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Explanatory Memorandum

Introduction

This memorandum provides background on the proposed changes to the AICPA Standards for
Performing and Reporting on Peer Reviews (Standards) issued by the AICPA Peer Review Board
(Board). The proposed changes:

e Allow firms with no AICPA members to enroll in the AICPA Peer Review Program

(Programy);

o Expand the availability of administration by the Natio

» Include other minor changes.
This memorandum solicits input on the proposal from

eer Review Commiitee; and

Background

ymmitment includes
tecting the public

of chan?%géfs%griving complexity and that trend
ents chalienges to practitioners in public
accounting as they stri lity. financial statement audits of private
entities. To preserve their

and will, meet and OGEE%%“

L

The Progqg@%(ﬂ””ni’sggs the quali e zm%;;a_ccou ing and auditing engagements and evaluates
the systems undé -Wﬁ'tch} those. engagementéiare performed. Participation in the Program is
mandatory for AICPA membersh p.ifia firm's practice includes services that fall within the scope

er revié\gr';is now required for licensure in nearly all states.

23

Much has char Eeg%over the ?@%%years that the Program has been in existence, including the

me and intricacy of standards and the expectations of financial
qe time, recent technological innovations afford the profession
upgrades to peer review that will enable adaptation to an ever-

complexity of business, the vol
reporting stakeholders,
the opportunity to make'd
changing environment.

The goal for the next generation of peer review is a practice monitoring program focused on
continual improvement and a commitment to quality in a changing world. Recognizing that many
enhancements can and should be made to the existing Program as Practice Monitoring of the
Future is being developed, the Board approved a plan in early 2014 to implement substantive
changes to the cutrent peer review process.



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

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

Enroliment in the AICPA Peer Review P

Historicaily, Program enroliment has been limiteg J,E,&go firms with an AICPA member parther.
However, the AICPA has allowed entities fu yolved in the admi %straaﬁon of the Program to
use the Standards and related guidance to ad|
for firms without an AICPA member partner in or
firms. As almost all state boards of accountancy no‘f:éi:_.
has led to the development of approximately forty %
programs. :

‘ . I
r-to address licensing T
uire,peer review forlicensed firms, this
ate state CPA sociéty peer review

tities admirf” _ering th 'P[pgr;m- are running two peer review
- Standards. “fiﬁ%'c;tota__l;‘f‘iégfﬁp@é%@gtel% ‘34,000 peer reviews are
Jistering dual,programs is burdensome, resulting

ms also cause confusion because, while it is
pto -ams are not a part of the Program. Therefore,
or faifprocedures processes. While this difference
i edble o the public, it is important. Expanding the
Kincrease %%ﬁ’%istency, efficiency and effectiveness in the
sarreviews. Furthermore, it expands the effect of important

4

i

ctice Monitoring of the Future.

Consequently, almost all.;

ty of Administration by the National Peer

Administration of the Program by the National Peer Review Commiftee has only been available
to firms with an AICPA member partner since that is currently a requirement of enroliment in the
Program. Removing the AICPA member partner requirement for enrollment in the Program
creates the possibility for firms with no AICPA members to have their peer reviews administered
by the National Peer Review Committee (National PRC). Expanding the availability of
administration by the National PRC will promote further consistency.



Clarification of Qualifications

The Standards currently require that peer reviewers in the Program be members of the AICPA in
good standing (that is, AICPA membership in active, non-suspended status). Consistent with that
requirement and to provide further clarity, the proposal specifies that, in addition to peer
reviewers, all peer review committee members, Report Acceptance Body (RAB) members,
national RAB consultants and technical reviewers must be AICPA members in good standing.

Explanation of Proposed Changes

Revisions to Standards
The proposed changes include revisions to:

« Notice to Readers to indicate that the
administered by any entity without written [
s Paragraph .01 to clarify usage of term “proH
» Paragraph .02 to expand and clarify the
quality. =
¢ Paragraph .03 to consisteﬁé “engagemenis.not subject to PCAOB permanent
inspection” as opposed to “non and Exdﬁ%hg{g Commission (SEC) issuers”.
clarify that cooperation includes payment
oripeer review to all enrolled firms.
f&enot. subject to PCAOB permanent

Program may not he
A Peer Review Board.

¢counting and audit
S
\\&gi%

inspection” ast

« Paragraph .09

ramifi @t_i_%p f nonco
e

inciuc éﬁéil&board committees; including the National PRC.
clude aliboard committees, including the National PRC.

ga%fs{ thét jurisdictions not administering the program request an entity

uests for approval of alternate compliance methods with the
s ‘and other guidance more principles-based.
an‘appeal mechanism for hearing panels of firms without AICPA

. Parag‘rzﬁpﬁ‘gg:ﬁ”aﬂl to make r
Standards, Inter ions

members. %

+ Paragraph .206 to rethove permitting early implementation.

o Paragraph .207 to expand the applicability of goals of practice monitoring to all enrolled
firms, expand the goal to enhance accounting and audit quality, and to effect consistency
with regard to usage of “engagements not subject to PCAOB permanent inspection” as
opposed to “non-Securities and Exchange Commission (SEC) issuers”.



Revisions to Interpretations

The proposal includes revisions fo:

Notice to Readers to remove applicability to only AICPA members.
Interpretation 1-1 to indicate that firms without AICPA members may enroll in the Program.
Interpretation 1-2 to include all committees of the board, including the National PRC, and
indicate that firms without AICPA members may enroll in the Program.
Interpretation 1-4 remove requirement that one owner of the firm be a member of the
AICPA and to refer to firms without AICPA members consistently.
Interpretation 3-1 to allow firm without AICPA member CPAs to enroll individually if they
meet criteria. .
Interpretation 3-5 to expand fair procedures establish
enrolled in the program.
Interpretation 5h-1 to provide appeal rights und% !
members pursuant to fair procedures tablished by
applicability to ramification of referral to A Professional Ethics Division.
Interpretation 11-1 to include all com ittees of the board, including the National PRC, and
remove requirement that one owner o the firm be an AICPA member for administration
by the National Peer Review Committee. %
Interpretation 13-1 to clarify impact of peer reviey
1 by-an administering

y"the board to include individuals

ir procedures to firms without AICPA
e board and note limited

—

5

Interpretation 21-20 to update tin
Interpretation 25-1 to expand doct }
fc ap%ggwto all firmszappealin

Interpretation 26-1 to expand.to firms w AICPA miéinbers, clarify that Board approval

of the Associatiohilnformation Form does %gt mean approval or endorsement of any other

peer review programs ¢ ucted or administered by that association, and to further clarify
ateiment that rgb% - "

aterne in marketing by association must be
objective andiquantifiable

ntail ed

P e referenceé fo CPCAF PRP.

In*f%npretation 31b- references to CPCAF PRP.

Intéﬁp@@;ation 34-2 to'note apphc%%_l;j_ljty of AICPA Code of Professional Conduct.

InterpTQ} ition 59-3 to ‘éx%and guidance related to foreign offices to include all enrolled
firms. 0

Interpretations
national RAB € _@@ult

i
cify that all peer review committee members, RAB members,
nd technical reviewers must be AICPA members.

Comment Period

The comment period for this exposure draft ends on August 19, 2016.

Written comments on the exposure draft will become part of the public record of the AICPA and
will be available on the AICPA's website after August 19, 2016, for a period of one year.



Guide for Respondents

The Board welcomes feedback from all interested parties on this proposal. Comments are most
helpful when they refer to specific paragraphs, inciude the reasons for the comments, and, where
appropriate, make specific suggestions for any proposed changes to wording.

Comments and responses should be sent to Lisa Joseph, Technical Manager — Peer Review,
AICPA Peer Review Program, AICPA, 220 Leigh Farm Road, Durham, NC 27707-8110 and must
be received by August 19, 2016. Respondents can also direct comments and responses to
PR expdraft@aicpa.org by August 19, 2016.

Effective Date



Proposed Revisions

To aid understanding, Sfandards are presented in this section if they contain a proposed
revision or if a related interpretation confains a proposed revision.

Peer Review Standards

Notice to Readers

:1§ij members of the AICPA who
tates or its territories are required

In order to be admitted to or retain their membership in thesAl
are engaged in the practice of public accounting in the UJ if
to be practicing as partners or employees of firms eniy
program or, if practicing in firms not eligible to enr

o __-ifthe services performed by such a fi
practice-monitoring standards and
o -the firm or individual issues reports
professional standards.

-.\g%
p

Firms have peer reviews because of th ubhc i
and attestation services provided by publie acc
review contributes to the-quality and e

erest in the'quality of the accounting, auditing,
fting firms. Tntaddition, firms indicate that peer
practices. Furthermore, most state
reviéw, which they may also call
ors require peer review in order to

heir standards. Therefore, due to this public
enroll in the AICPA Peer Review Program,

AICPA Peer Review Program is deemed to be enrolied in an
: Sec B d@tions 230, 2.3 Requirements for Retention of

ements for, Admission to Membership, and 760, 7.6 Publication of
g\fessi%r‘fﬁ?lﬁ.ﬁ}andards); AICPA Code of Professional Conduct Rule

Name (AICPA, Professional Standards, ET sec. 505); and the

These standards are appl y firms (and individuals) enrolled in the AICPA Peer Review
Pprogram and to individuals and firms who perform and report on such peer reviews, to entities
approved to administer the“peer reviews, and to associations of CPA firms authorized by the
AICPA Peer Review Board (board) to assist its members in forming review teams. The AICPA
Peer Review Program may not be administered by any entity -without written permission from the
AICPA Peer Review Board. These standards are not intended for peer reviews of organizations
that are not public accounting firms.

Users of these standards should be knowledgeable about the standards and their interpretations and
effective dates, as well as guidance issued by the board that might affect the application of these
standards. Those subject to the standards should be prepared to justify departures from these
standards, and it is expected that departures will be rare.



These standards are effective for peer reviews commencing on or after January 1, 2009. Bagly

v beraendobron albilhace ciandarde soantk nermitied
HEPCTHCTRATR OH-HRESE SRRt TIOV {33 aanavie

Overview

.01 The purpose of this document is to provide standards for administering, planning, performing,
reporting on and the acceptance of peer reviews of CPA firms (and individuals) enrolled
in the AICPA Peer Review Program (program) (se if

fiterpretations). Those processes
collectively are also called practice monitoring becayse
accounting and auditing practice. '

s the monitoring of a CPA firm’s

ote and enhance quality in
15 (and individuals) subject
nances the significance of

2
i

.02 The goal of practice monitoring, and the progt:
the accounting and auditing services proﬁg
io these standards. This goal serves th
AICPA membership.

5 ‘.
1¢ program are required to have a peer
v and auditing practice not subject to
' permanent _inspection (see

.03 Firms (and individuals) (see interpretati
review, once every three years, of 4
Public Company Accounting ©OVE

interpretationsjretate Commission—(SEC)—tssuers
covering a one-y r period. The ‘peer Yy an independent evaluator
known as a p;é;e wer. The " program, and the review is
administered by

i entity approved byt

e E,
nd comply withia of quality control for its accounting and auditing practice that
provides the firm withireasonable: assurance of performing and reporting in conformity
splicable professional staadards in all material respeots. Statement on Quality
: (CS) No. 8, A Firm’s System of Quality Control (Redrafted)
dards, QC sec. 10), requires every CPA firm, regardless of its
juality control for its accounting and auditing practice.

b. Perform accounting and auditing engagements in accordance with applicable professional
standards using competent personnel’ (partners® and staff*).

¢. Have independent peer reviews of their accounting and auditing practices (se¢ interpretations).
All enrolled firms {WWW should undergo a peer review

f the services performed and reports issued by the firm require a peer review.

1 personnel are defined per Statement on Quality Control Standards (SQCS) as parmers and staff.

2 partners are defined per SQCS as any individual with authority to bind the firm with respect to the performance of a professional services
gngagement. Depending on how a CPA firm is legally organized, its pariei(s could have other names, such as shurelrolder, mgnber. O
proprieior.

3 giaff are defined per SQCS as professionals, other than partners, including any specialists that the firm employs.




d. Engage a peer reviewer to perform the peer review in accordance with these standards, in a
timely manner,

¢. Take such measures, if any, as may be necessary to satisfy its obligations concerning client
confidentiality any time state statutes or ethics rules promulgated by staic boards of
accountancy do not clearly provide an exemption from confidentiality requirements when

peer reviews are undertaken. =

Ak

£ Provide written representations to describe matters signiﬁfs'ffﬁ‘ﬁ‘il to the peer review (see appendix
B “Considerations and Tllustrations of Firm Represent tions™).
& N

guidance ofttesignations from the program

| g. Understand the AICPA Peer Review Board’s boatid)
(see interpretations). Ao

g entity, an_d the

h. Cooperate with the peer reviewer, administ‘ag‘ 1Ch, ; .
1ild impact the -ﬁ‘ﬁm’s enrollment in

¢boardy in all matters related to the peer revi€yv, that ogul i

the program, including pa ing admin istrati‘.f‘é%?féje ;dfranging, schcdulihﬁﬁ?and completing
the review and taking remedial, ¢ol ective actioh?s\y;;, d implementing other plans as needed
(see interpretations). \ :

%,

06 An accounting and auditing practic urposes of hese standards is defined as all
formed; un Auditing Standards (SASs); Statements 0n

SARS)Y; Statements on Standards for

tment Auditing Standards (the Yellow Book}
ility Office; and engagements performed under
s PCAOB} standards (see interpretations).
he-ﬁrogram are those included in the firm’s

ar¢not subject to PCAOB permanent inspection (see

Attestation En iggments
issued by the U.S.&evernmen! Accoun

i = X § e

.09 The progrétiis based on thé&principlcihat a systematic monitoring and educational process is
the most ¢} f%gtive way to'aftain high quality performance throughout the profession. Thus,
it depends “b@z;@%utual {riiét and cooperation. On System Reviews, the reviewed firm is
expected 1o takeiappro {e actions in response to findings, deficiencies, and significant
deficiencies identifigdiwith their system of quality control or their compliance with the
system, or both. On Engagement Reviews, the reviewed firm is expected to take
appropriate actions in response to findings, deficiencies, and significant deficiencies
identified in engagements. These actions will be positive and remedial. Disciplinary actions
(including those that can result in the termination of a firm’s enrollment in the program and
the subsequent loss of membership, if applicable. in the AICPA and some state CPA
societies by its partners® and employees) will be taken only for a failure to cooperate,

4 giatements on Standards for Accounting and Review Services that provide an exempiion from those standards in certain situations are jikewise
excluded from this definition of an accounting and auditing practice for peer review purposes (see interpretations).

5 paciners are defined per SOCS as any individual with autharity to bind {he firm with respeet to the perloprmance of a professional services
mggggment.w«i&%l rotor-shareholderequity-ernon Juiby-arRer OF Ay individual-who-aEsuRies jskes-ane Eie-aif
M@W}WWWW% islent-ofany-oithe-alorementioped: Depending on how a CPA firm is legally
organized, its partner(s) could have other names, such as shareholder, member, ot proprietor.

10



failure to correct inadequacies, or when a firm is found to be so seriously deficient in its
performance that education and remedial, corrective actions are not adequate.

General Considerations

Administrative Requirements

11 All peer reviews intended to meet the requirements of the program should be carried out in
conformity with these standards under the supervision of a state CPA society, group of
state CPA societies, the AJCPA-PeerReview Beoard’s- board’s committees including but
not limited to the National Peer Review Committee ?@nal PRC) (see interpretations),
or other entity (hereinafier, administering entity) appro +d by the board to administer peer
reviews.

Timing of Peer Reviews

.13 A firm’s due date for its initial peer review
the program or should have enrolled, whi

Peer Review Documentati&,

ined for angéxtended period of time afier the peer
aents that are maintained until the

25 Peer review documentation should not*bs
review’s completion, with the exception.of
subsequent peer reyiew’s acceptan and ¢

&3

it Review.Team

one or mot&individuals, depending upon the size and nature
: her factors. An Engagement Review team ordinarily

rev  may be formed by a firm engaged by the firm
n, review) ot aji association of CPA firms authorized by the
forming review teams (an association formed review team)
x Engagenient Reviews, review teams may also be formed by the
inist %;:g entity if itchooses %ﬁf)poin’c such teams (hereinafter, a commitiee-appointed

m; also know. %% a CART review).

s a Peer Reviewer
B

Reviewers

.31 Performing and reporting on a peer review requires the exercise of professional judgment by
peers (see paragraphs .147-.153 for a discussion of a reviewer’s responsibilities when
performing a peer review). Accordingly, an individual serving as a reviewer on a System
or Engagement Review should at a minimum:

a. Be a member of the AICPA in good standing (that is, AICPA membership in active, non-
suspended status) licensed to practice as 2 CPA.

b. Be currently active in public practice ata supervisory level in the accounting or auditing function
of a firm enrolled in the program (see interpretations), as a partner of the firm, or as a

11



manager or person with equivalent supervisory responsibilities.6, 7 To be considered
cutrently active in the accounting or auditing function, a reviewer should be presently
involved in the accounting or auditing practice of a firm supervising one or more of the
firm’s accounting or auditing engagements or carrying out a quality control function on the
firm’s accounting or auditing engagements (see interpretations). CPAs who wish to serve
as reviewers should carefully consider whether their ) fo-day involvement in accounting
and auditing work is sufficiently comprehensive 10 e Q}\e them to perform a peer review
with professional expertise (see interpretations), '

€

Bt

s with more thi fr‘;__pne firm) that has received
ts most recent Systém or Engagement Review
ithin the last three yea gwand six months (see

¢. Be associated with a firm (or all firms if associ
a report with a peer review rating of pass{
that was accepted timely, ordinarily"
interpretations).

A,
i??‘ 4ble to the kind.of practice to be
iew standards. This includes recent
egulations appropriate to the level
ats that the individual will be

d. Possess current knowledge of przpf%c%gsional stand
reviewed, including quality: control and peet -]
experience in and knowledge-a 'ﬁ%éu;rﬁnt rules ai
of service applicable to the indystrie
reviewing (see interp

e. Have at least five ice of public accounting in the

accounting or au

vith information that accurately reflects the

f. Have provided the"
nt industry experience, which is updated on a

qualifications of theevie

timely basi
g, If the reviewer will'reyiew énga ments that must be selected in a System Review under

paragraph .63, posses “specff %;%ditional qualifications {see interpretations).

! b
h. If the review {hiat is a provider of quality control materials (QCM) or is affiliated
with a projider of quality

control materials and is required to have a QCM review under
these standatds, be assogiated with a provider firm or affiliated entity that has received a
QCM report {vi‘%ﬁ@a ‘revié%%ating of pass for its most recent QCM review that was submitted
timely, ordinarily \;%ghi six months of the provider’s year-end.

Other Peer Reviewer or Reviewing Firm Qualification Considerations

34 Communications from regulatory, monitoring, or enforcement bodies relating to allegations or
investigations of a peer reviewer or reviewing firm’s accounting and auditing practice, and

6 The board recognizes that practitioners often perform a number of functions, including tax and consulting work, and cannot restrict themselves
to accounting and auditing work. These standards are not intended to require that reviewers be individuals who spend all their time on accounting
and auditing engagements. However, CPAs who wish to serve as reviewers should carefully consider whether their day-to-day involvement in
accounting and auditing work is sufficiently comprehensive to enable them to perform a peer review with professional expertise. For instance, ina
System Review, a reviewer of auditing engagements should be currently reviewing or performing auditing engagements. In an Engagement Review,
a reviewer of engagements performed under the Statements on Standards for Attestation Engagements should also be currently reviewing or
performing the same type of engagements.

A manager or person with equivalent supervisory responsibililies is a professional employee of the firm who has either a continuing
responsibility for the overall planning and supervision of engagements for specified clients or authority to determine that an engagement is
complete subject to final partner approval if required.

8 A reviewer should be cautious of those high-risk engagements or industries in which new standards or regulations have been issued. For
exanuple, in those cases in which new industry standards or practices have occurred in the most recent year, it may be necessary to have current
practice experience in that industry.

12



notifications of limitations or restrictions on a peet reviewer or reviewing firm to practice,
may impact the peer reviewer or reviewing firm’s ability to perform the peer review, The
peer reviewer or reviewing firm has a responsibility to inform the administering entity of
such communications or notifications (see interpretations).

Planning and Performing Compliance Tests

Selection of Engagements

.59 Engagements selected for review should provide a reasonable cross section of the reviewed
firm’s accounting and auditing practice, with greater efiphasis on those engagements in
the practice with higher assessed levels of peer reviewstisk. Examples of the factors to
consider when assessing peer review risk at the ement level include size; industry
area; level of service; personnel (including : % i6ver; use of merged-in personnel, ot
personnel not routinely assigned to <& countinwg%.__ d auditing engagements);
communications from regulatory, monito itig; or enforcemen ‘bodies; extent of non-audit
services to audit clients; significant clients’ fees to practice officg(s) and partner(s); and
initial engagements (see interprctationg)im e

Administering Peer Reviews.

.128 All peer reviews intended to mee the require :the program should be carried out in
51 the of a state CPA society, group of

seommittees including but not
: gther entity (hereinafter, administering
ard to admigjst r reviews. This imposes an obligation on
. completion:of their peer reviews in compliance with the
oard, and to'gooperate with the peer reviewer, administering
s, related o] the review, that could impact the firm’s

entity) approyed-by the
reviewed ﬁrrfl‘s;f%@%facilita
stablis}

procedures €

;i-szgn A

i, L
to-administe §”chge program are required to complete and sign a Plan of
iall whefeql%%\‘ the entity agrees to administer the program in

aéldardsf* interpretations, and other guidance established by the
1e plans by the AICPA, including jurisdictions aet-requesting
r the program for firms in its their state, the board annually

entities for all of the jurisdictions covered by the program.

-

.130 This imposes an oblig on on the administering entities to ensure that their staff, technical
reviewers, committee members, and all others involved in the administration of the
program and performance of peer reviews comply with these standards, interpretations,
and other guidance established by the board. Administering entitics shall also cooperate
with the board in all matters related to the administration of the program. Failure to comply
with these standards, interpretations, and other guidance may result in the revocation of the
administeting entity’s plan by the board. If an administering entity refuses to cooperate or
is found to be deficient in administering the program in compliance with these standards
or with other guidance, the board may decide pursuant to fair procedures whether the

13



administering entity’s plan should be revoked or whether some other action should be
taken.

.131 Due to the volume of peer reviews, firms, reviewers, and other contributing factors, the board
recognizes that administering entities, and in some situations firms and peer reviewers,
may need the flexibility, in specific circumstances, to implement alternate methods of
complying with the standards, interpretations, or guidance issued by the board. The board
or its staff will consider reasonable requests from administering entities ’peer review
committees on such matters. The comprehensiveness of the administering entity’s
oversight policies and procedures will be considered as well as such factors as whether the
objectives of the standards, interpretations, or guid ég%\fould still be met. Requests for
consideration of alternative methods Adwminister es-mbst-stbimia-s

S-rrst-suk must be
approved by-i-weiting-te the board for-apps __"irr_gplemcnting alternative methods
of complying with the standards, interpreta i

5.0 other guidance. Ordinarily, such Fhis
requests should ordinarily—be submitte conjunct\i%@;“with an entity’s plan of
administrationthe-subnyissi - .

it

BSOS

ittee to oversee the administration,
rimittee may decide to delegate a
iptance bodies (RABs), whose
of the éommittee as well. Members
. qualification requirements (see

views. The c

acceptance, and completion of peer tev
ction §

portion of the report acceptance {un
members may be,but are not requi

interpretations
on its behalf)

%

s . i 3 y; . Q;* . . .
) gs:vwwed fi é%‘p ¢ member lacks independence or has a conflict of interest with the

reviewing firm, the reyigwer, orthe reviewed firm.
i ’ R

a Peer e‘;éyiew

.145 If a decision is %de by, the hearing panel to terminate a firm’s enrollment in the program,
the-firms with AICPA members will have the right to appeal to the AICPA Joint Trial
Board and firms without AICPA members will have the right to appeal in accordance with
fair procedures developed by the board: for a review of the termination decision.-hearing

s Gindines. The fact that a firm’s enrollment in the program has been terminated shall
be published in such form and manner as the AICPA Council may prescribe.

Effective Date

206 The effective date for these standards is for peer reviews commencing on or after January 1,
2009 and QCM reviews commencing on or after January 1, 2011.-Baeb 2 ton-is
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Appendix A

Summary of the Nature, Objectives, Scope, Limitations of, and
Procedures Performed in System and Engagement Reviews and
Quality Control Materials Reviews (as Referred to in a Peer Review
Report)

(Effective for Peer Reviews Commencing on or After January 1, 2009)

207

1. Firms (and individuals) enrolled in the AICP@@K‘
have a peer review, once every three years, of thel
are not subject to PCAOB permanent inspectio;@E
year period. The peer review is conducted
reviewer. The AICPA oversees the prog
approved by the AICPA to petform that

Cf Review Program are required to
ceounting and auditing practice that
ed SEC-issuers covering a one-
independent

2. The peer review helps to monitor axé‘ A fi m&%&}gccounting d.auditing practice
(practice monitoring). The goal of the pract @hitoring, and the program itself, is to
promote_and enhance qualftaj(j%"‘ he accountingiand auditing services provided by the
ALCH s-and—thei—CPA, firmsgst standards. This goal serves the
public interest and enhances thesignificance.of AICPA
audit quality. 5 g

ystem ;%yiews and Engagement Reviews.
of quality control and Engagement Reviews
cléeted engagements. As noted in paragraphs .04
ndsEngagement Reviews, and Quality Control
1i &s.a summary of the nature, objectives, scope,
nn%%@;; them, is provided in the following sections.

System Review§ifocus o
focus on work performed o

yst s a type of peer review that is a study and appraisal by an
independeﬁ;fé;;aluator( ?,ﬁnown as a peer reviewer, of a CPA firm’s system of quality
control to perfort cﬁg&%“ing and auditing work. The system represents the policies and
procedures that the €P/ firm bas designed, and is expected to follow, when performing its
work. The peer reviewer’s objective is to determine whether the system is designed to
ensure conformity with professional standards and whether the firm is complying with its

system appropriately.

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

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

manuals.
o

7. Based on the types of engagements firms perform;they may also have their practices
reviewed or inspected on a periodic basis by regul Jtory:or governmental entities, including
but not limited to the Department of Health and-Ifuman- ervme, the Department of Labor,
and the PCAOB. The team capfain obfains an understanding of those reviews or
inspections, and he or she considers thej act on the naturc'and extent of the peer review

procedures performed.

8. Based on the peer reviewer’s planning procedutes;
the CPA firm’s work, individiiaily called engager ;
for the period covered by the :
emphasis on higher risk engages

its of em

under Government Auditing Stdndards,
ns/(with assetéir;6£=_$500 ml}{é;o .or grefa’;%), aud.its c.>f carrying broker-
zations | @%}ce‘ Organization Control [SOC]
. The Seope of a peer review only covers
ed under U.S. professional standards; it does
ibiect to PCAOB permanent inspectionSEG
r consulting services. The reviewer will also look
ctice to test the clements listed previously from

7

2
éﬁh}ines ei%agement working paper files and reports, interviews
seleote%“%ig@ personnel reviews tepresentations from the firm, and examines selected
el files. The objectives of obtaining an understanding of the
system forms the basis for the reviewer’s conclusions in the

peer review report

10. When a CPA firm receives a report from the peer reviewer with a peer review rating
of pass, the report means that the system is appropriately designed and being complied
with by the CPA firm in all material respects. If a CPA firm receives a report with a peer
review rating of pass with deficiencies, this means the system is designed and being
complied with appropriately by the CPA firm in all material respects, except in certain
situations that are explained in detail in the peer review report. When a firm receives a
report with a peer review rating of fail, the peer reviewer has determined that the firm’s
system is not suitably designed or being complied with, and the reasons why are explained
in detail in the report.
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11. There are inherent limitations in the effectiveness of any system and, therefore,
noncompliance with the system may occur and not be detected. A peer review is based on
selective tests. It is directed at assessing whether the design of and compliance with the
firm’s system provides the firm with reasonable, not absolute, assurance of conforming to
applicable professional standards. Consequently, it would not necessarily detect all
weaknesses in the system or all instances of noncompliance with it. It does not provide
assurance with respect to any individual engagement conducted by the firm or that none of
the financial statements audited by the firm <hould be restated. Projection of any evaluation
of a system to future periods is subject to the risk that the system may become inadequate
because of changes in conditions or because the degree of compliance with the policies or
procedures may deterjorate. ai

Engagement Reviews

12. An Engagement Review is a type of er review thatisa study and appraisal by an
independent evaluator(s), known as a pécfireviewer, of a sample of a CPA firm’s actual
accounting work, including accounting, iméntation prepared by the
CPA firm, as well as other proce

ent Reviews do fiot perform audits
unting work including reviews and
dits. The peer reviewer’s objective
ued and procedures performed

13. By definition, CPA firm
or other similar engagements byt
compilations, which are a lower level of
is to evaluate whether the CPA, firm’s T¢p
appropriately in-accordance with “applicable. professional: standards. Therefore, the
objective of anikn i 1fwf§%e”r 1t frém the objectives of a System Review,
which is moresys ek détermining Whether the system is designed in
dards and whether the firm is complying with

gpdergoing=:
§perform othet

3 L
fature, issued by various organizations, that
firm is expected to follow when petforming

ks at a sample of the CPA firm’s work, individually called
an Engagement Review only covers accounting engagements;
onsulting services. An Engagement Review consists of reading
‘or information submitted by the reviewed firm and the
ereon, together with certain background information and
representations from the firm and, except for certain compilation engagements, the
documentation required by applicable professional standards.

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

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

Quality Control Materials Reviews

18. An organization (hereinafter referred o provider) may sell or otherwise
distribute quality control materials (QCM or materials).that it has developed to CPA firms
(hereinafter referred to as wuser firms). QCF@I fﬁay be: all or part of a user firm’s
documentation of its system of quality b %r 1, and it‘é%ﬁ*‘a; include manuals, guides,
programs, checklists, practice aids s"and questionn and similar materials
intended for use in conjunction with a user firm’s accounting an{;{isg%yditing practice. User
firms rely on QCM to assist them in pet orming and, reporting in conformity with the
professional standards covered by the mate‘fi%f%(as desgs ibed in the pf:edji:_,. ing paragraphs).

19, A QCM review is a study and appraisal ¥ dn independent evaluator (known as a
QCM reviewer) of a provider’ S:‘“rijffat:"c as well as tHg Eg%vider’s system of quality control
to develop and maintain the matetials (hereinafter referred to as provider’s system). The
QCM reviewer’s.objective is to detéemine Whether the proyider’s system is designed and
complied wit%g“ ( 0"

e _ . .
nd:whe j‘ggxthe matelg%lggs pr vthe provider are appropriate so that
rely on the: materials. THe:s

jile of a°GEM review only covers materials
ting eng ents under U.S. professional standards. The

scope do AOB g%%%ance, nor does it cover materials for tax or
con al Tk
AT . . s

“ 20. To plan‘a QCM reyicw, a Qé%ﬁ;.revicwer obtains an understanding of (1) the

proyider’s QCM, 1n%11ir@ingf e industries and professional standards that they cover, and
(2) <%ﬁf@i:i(;'l;asign of the proyider’s‘system, including the provider’s policies and procedures
and how it ensures that%%é y are being complied with. The QCM reviewer assesses the risk
levels implicit within different aspects of the provider’s system and materials. The QCM
reviewer obf nd

documentation onthy

this _uﬁg:rstanding through inquiry of provider personnel, review of

ovider’s system, and review of the materials.

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

22. When a provider receives a QCM review report from an approved QCM reviewer
with a review rating of pass, this means the provider’s system is designed and being
complied with and the materials produced by the providetare appropriate so that user firms
can rely on the QCM to assist them in performing/and reporting in conformity with the
professional standards covered by the materials. provider receives a QCM review
report with a review rating of pass with de o ies, this.n ’
designed and being complied with and:
appropriate so that user firms can rely:
reporting in conformity with the profess
certain situations that are explained in detailin _
a yeport with a review rating of fuil, the QCM feview
system is not suitably designed-or being comp
provider are not appropriate, and the

produced by the provider are
-}%z:hm in performing and
v the materials, except in

a provider receives

produced by the
s explained in detail in the report.

5 m"‘-’l:h\g%gfi:ectivéhe f any system and, therefore,
y occur and 1 £ be detécted. A QCM review is based
1 ¢ s, mater %Tfs%gt is directed at assessing whether
plied with and whether the QCM produced by
have reasonable, not absolute, assurance that

serforming and reporting in conformity with

the provider are appt
rely on thed

qssist them%

%%s a;_&lﬁgtandag he m é;ials. Consequently, a QCM review would
wrily, in the provider’s system, all instances of

“detect”
ncompliance wigh it
S L R
Projection of any ev
risk tﬁg%éthe system or

the degree of

pects of the materials that should not be relied upon.
ystem of the materials to future periods is subject to the

1y become inadequate because of changes in conditions
ompliance with the policies or procedures may deteriorate.

or because
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Peer Review Interpretations

Notice to Readers

Interpretations of the AICPA Standards for Performing and Reporting on Peer Reviews (sec. 1000)
are developed in open meetings by the AICPA Peer Review Board for peer reviews of firms
enrolled in the AICPA Peer Review Program. Interpretations need not be exposed for comment
and are not the subject of public hearings. These interpre }%s are applicable to firms (and
individuals) enrolled in the program; individuals and fin ho perform and report on peer
reviews; entities approved to administer the peer rev. ssociations of CPA firms—whese

; S—aF oA : - authorized by the Maxssist its members in forming
review teams; and AICPA program staff. Interprct Sctive upon issuance unless
otherwise indicated. g

The prefix of each interpretation refers first to the paragraph number in thei;
to the number of the interpretation relating to that p agrap Fﬁr example, Ints

i agraph .05 of1 :
there could bégaps in the numbering sequence of the
interpretations. If more than one parag ph-of ‘the standard§“#efers to a particular interpretation,
then the interpretation’s prefix will refer to:the ﬁ%ﬁﬁstapce in‘the'standards, and the interpretation
would note what other paragtaphs refer to he interprétation. Inte rétations have been grouped by
topic for reference putposes. Fot example,tiiere, ite pardgiaph Interpretation Nos. 3-1 and 3-2

Individual ment in the Program.”

standards has an interpretation, and't

under the in’uerpretat“i'cy%g lated to

re the next version of the standards is issued,

e added r
ds with the phrase (see interpretations).

410 in th §§l§anaag

To the extent that new iﬁ%géﬁﬁretatjéns
an interpretafion niay.

%

.01 of thé”“ standards discusses that the standards are provided
dividuals) these enrolled in the program. Who determines
the program? Whe-else-may

wiaVa

enrollment cligibility and who may administer the program. CPA firms (and
individuals) with AICPA membets as well as without AICPA members may enroll in

e euseantliointended {‘Gr /\‘IFDI\ appabyenn oy
?

- - . K
the program.Adtheugh-tie standards-pre-currenthy-Hrenaeo [CPA-members-and

PP P RGO EWIIN - 7.t o OV, WKL L7 vad Jas the
i Eulllbub.lujlﬂ LITOT Ol Mi_ltll.kl\\l\.l. I.)J 1w

Phaale feac adnte ORA - coctetipsi—aF—¢ tha
CIITT TN, L i S RS Le LD L g T A3y LAV

&
E
A H p A Pe ar P‘ e‘i.‘:n(]' L aned.fhoarddta-a $enn v adar th e eSS AL A . v
. R ORTFG- D OB O TS tA A Progr o T !
14 , . . . [ e A ) e

P
T

#

20



1o AR t\;-'\]‘ waeth R I

.S
TEIEY AT Y Kl eI LTI ILVLTY LI

Tha bhased-detasfines P S

1L ant tn fha seraoeay.
HHCH T P o .

ad: 1AL gk
He-poa a0ttty LA ¥ LTI Y I

There are professional organizations with peer review programs to assist government
audit organizations in meeting their Government Auditing Standards peet review
requirements. For example, the President’s Council on Integrity and Efficiency peer
review program arranges reviews for the Federal Inspector General; the National
Association of State Auditors, Comptrollers and&reasurers (NASACT) program
arranges reviews for state auditors; and the As: %iation of Local Government
Auditors (ALGA) program arranges reviews forjoeal government auditors. Each of
these programs have established their own ¢ f. standards for conducting peer
reviews and should be contacted for additi@fxfga?’in tmation when a peer reviewer is
considering performing a peer revi wifor one of théir members because these
siandards are not intended for th st owHt

= LI

o £ 3

1-2 Question—Who is cutrent
by committees of the board
Committee (National PRC), ¢
the board?

éhg}blf: to enrolléinsthe program, which is administered
cludine. but not limited to the National Peer Review

iher organizations approved by

x;ﬂ

&

and CPAs who are not

L
Interpref@t@gg——CPA'ﬁ e AHERA
and, in ceftaig..:.circuméf_
members of the: AICE

e

embers

nroll. Wig,
ocietic: e’“r organizations that are approved by the
gram usethe standards, as applicable, to administer peer

‘ms.without AICPA membets?
A s %
ipretation—Yesiexcept fo

“firms required to be registered with and subject to

perm-aﬁgent inspection by the PCAOB or firms that perform engagements under
PCAOB standards. Those firms are required to be administered by the National
PRC. This equire-that-at-least-one-oWner of the-firm be-a-mermber-of-the

Individual Enrollment in the Program

3-1 Question—AICPA bylaws require individual CPAs (not the firm) to enroll in the
program if they perform compilation services in firms or organizations not eligible to
enroll in such a program. To reflect this requirement, paragraphs .03 and .05 of the
standards refer to “firms and individuals in the program.” What is meant by “firms or
organizations not eligible to enroll,” and can any AICPA member enroll in the

program as an individual?
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Interpretation—Under the AICPA Code of Professional Conduct ET appendix B,
Council Resolution Concerning Rule 505—Form of Organization and Name (AICPA,
Professional Standards), when the majority of the ownership of a firm, in terms of
financial interests and voting rights, belongs to CPAs, it must enroll in the program.
A firm or organization without CPA majority ownership (a non-CPA owned entity)
would not be eligible to enroll in the program. The characteristics of such a firm are
discussed in ET appendix B. Where the firm or organization is not eligible to enroll,
such as due to a lack of majority ownership by CPAs, and where the individual AICPA
member performs compilation services in the firm or organization, the AICPA
member is required to enroll individually in thedpiperam. Only AICPA members
meeting these criteria are able to enroll indivi 1)
are only practicing with a firm that is eligibl
in the program individually. In additic
that perform services that fall withinthe
eligible to enroll may enroll in the pro ram.

s

3-5 Question—As discussed in paragraph 144 of the standards, ca
to terminate an individual’s emollmeﬁt-;j@ the program?

rogram may not enroll
not members of the AICPA

n—yYes. Th/fqu Néfilz,;procedures related to hearings and appeals established
‘ CRA i -4 for'individuals enrolled in the program

Interpretatio
by the board :
would parallel the process fogen:
such form and manner as the
decides to tgfr ninatean indiv ¥
appeal pufsiant to faii procedure establi

(,

ph .05(h) of the standards notes that firms (and individuals)
e gram have the responsibility to cooperate with the peer reviewer,
inistering entity] aiid the board in all matters related to the peer review, that could
fggm’s cr QJIment in the program, including arranging, scheduling, and
completing the.rey w and taking remedial, corrective actions as needed (paragraph
143 of the standards). Under what circumstances will a firm (or individual) be not

cooperating, and What actions can be taken by the board for noncooperation?

Interpretation—The board has issued a resolution regarding dropping a firm’s
enrollment from the program that is as follows:

AICPA Peer Review Board Resolution

(Adopted April 29, 1996 with amendments through January 1, 2009, May 3,
2011, January 30, 2014, and-September 30, 2014, and September 27, 2016)
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WHEREAS, a firm enrolled in the AICPA Peer Review Program is required to have
a peer review once every three years performed in conformity with the AICPA
Standards for Performing and Reporting on Peer Reviews; and

WHEREAS, a firm enrolled in the AICPA Peer Review Program is required under
the AICPA Standards for Performing and Reporting on Peer Reviews to cooperate
with the peer reviewer, administering entity and the AICPA Peer Review Board in all
matters related to the review, that could impact the firm’s enrollment in the program;

NOW, THEREFORE, BE IT RESOLVED: A fir ‘f"};ﬁiénrollment in the AICPA Peer
Review Program will be dropped by the AIGRA; Peer Review Board, without a
hearing, thirty days after the AICPA Peer/Ré€view Program notifies the firm by
certified mail, or other delivery method providing proof of receipt that the firm has
failed to: - g

(1) Timely file requested informats
review concerning the arrangemen
commencement of the peer review,

the firm’s peer review, p

© Have 2 pee ;\ijgw by théiﬁéilllireé“def

TN N o
ely rep% ) %% auditing practice, as defined by the
1dards for RPerforming eporting on Peer Reviews, after notifying its

ity that it does not perform engagements that require the firm to have

66‘)_ gi%lely pay all‘fees relate&%fo the administration of the program that have been
authorized by the gc%‘ ning body of an administering entity and the AICPA.

A, Peer Review Board may at its discretion decide to hold a hearing.
Whether a heagihg is held or not, afirms with AICPA members enrolled in the AICPA
Peer Review Program haves the right to appeal to the AICPA. Joint Trial Board and
fiems without an AICPA member have the right to appeal pursuant to fair procedures
established by the boardte within 30 calendar days of being notified that the firm’s
enrollment has been dropped.

If a firm’s enroliment is dropped for not accurately representing its accounting and
auditing practice as defined by the AICPA Standards for Performing and Reporting
on Peer Reviews, or subsequent failure to submit a peer review by a required due date,
the matter will result in referral to the AICPA Professional Ethics Division_of firms
with AICPA members for investigation of a possible violation of the AICPA Code of
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Professional Conduct. If a firm’s enrollment is dropped for such an omission or
misrepresentation, reenrollment will be subject to approval by a hearing panel.

Interpretation—The AICPA Peer Review Board has issued a resolution regarding
terminating a firm’s enroliment from the AICPA Peer Review Program that is as
follows:

AICPA Peer Review Board Resolution
(Adopted April 29, 1996 with amendments through January 1, 2009, May 3,

2011, August 8, 2012, January 30, 2014, Sept ber 30, 2014, and-November 30,
2014, and September 27, 2016) 4

e 0
WHEREAS, a firm enrolled in the AICP{AV;B;e%f%éR sw Program is required to have
a peer review once every three year, performed in
Standards for Performing and Repo on Peer Revie

WHEREAS, a firm enrolled in the Al
the AICPA Standards for Performing a
with the peer reviewer, adini

L. fall\}(ng@to disciigs commuitications received by the reviewed firm relating to
allegations or investigations in the conduct of accounting, auditing, or

gagemn t‘g%"rom regulatory, monitoring, or enforcement bodies;
g %?g/

%2, omission 6 %nisrepresentation of information relating to its accounting and .
“auditing pra as defined by the AICPA Standards for Performing and
g.-0n Peer Reviews, including, but not limited to, engagements
perfo tider Government Auditing Standards; audits of employee benefit
plans, audits performed under FDICIA, audits of carrying broker-dealers, and
examinations of service organizations [Service Organizations Control (SOC)
1 and 2 engagements],

e Not providing documentation including but not limited to the representation
letter, quality control documents, engagement working papers, all aspects of
functional areas, -

o Not responding to MFCs or FFCs timely,
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o Limiting access to offices, personnel or other once the review has commenced,

e Not facilitating the arrangement for the exit conference on a timely basis,

¢ TFajling to timely file the report and the response thereto related to its peer
review, if applicable,

e Failing to cooperate during oversight, or

e Failing to timely acknowledge and coy vlete required corrective actions or
g y g om q

implementation plans.

The firm will be advised by certified mail;.or other delivery method providing proof
of receipt, that the AICPA Peer Re\(ie_‘g'\i-"‘B‘oard will appointia hearing panel to consider
whether the firm’s enrollment if the AICPA Peer Revigw: Program should be
terminated. A firm enrolled in the AICPA Peer Review Programithat has been notified
that it is the subject of such a hearing?%n%&“ay notitesign until the ‘matter causing the
hearing has been resolvgd.After a hearing | eld, a firm whose éntollment in the

s or misrepresents inf on rel 1%@ to its accounting and auditing
ngfd by the AICPA f?id%%ards for Performing and Reporting on Peer
es rtiire® in the firm’s most recently accepted peer

practice as'
Reviews that results 1%%}‘ terial depart

guments will be recalled. A hearing panel
the firm®s ¢ @{%1ment in the AICPA Peer Review Program
¢ hearing panel determines that the firm’s enrollment will
“tigt be termin ted, at a m um the hearing panel will require that the firm have a

ré:,ﬁ Jacement revié%i%éubmiﬁé%f""g the administering entity by the due date which will
be approximately 60, days after the hearing panel’s decision.

Peer Reviews T«

yBe Ad ninistered by the National Peer Review
Committee

11-1 Question—Paragraphs .11, 128, and .161 of the standards note that peer reviews
intended to mect the requirements of the program should be carried out in conformity
with the standards under the supervision of a state CPA society, group of state CPA
societies, the National PRC, or other board committee or_entity (hereinafter,
administering entity) approved by the board to administer peer reviews. Under what
circumstances are peer reviews administered by the National PRC?

9 Materiat departure is defined in the Report Acceptance Bady Handboak, Chapter 3, Section VI, Recall of Peer Review Documents.
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Interpretation—Firms are required to have their review administered by the National
PRC if they meet any of the following criteria:

a. The firm is required to be registered with and subject to permanent inspection by
the PCAOB.

b, The firm performs engagements under PCAOB standards.

¢. The firm is a provider of quality control materials (QCM) (or affiliated with a
provider of QCM) that are used by firms that it peer reviews.

Firms that meet any or all of the preceding criteri "'“Z“gring the peer review year, but
not as of their peer review year end (for e anip 4“;becausc they resigned or wete
terminated from their SEC issuer clients, w. not they deregistered with the
PCAOB) are still ordmarlly requlrcd to ‘have thei review administered by the

iewer: i "vto comply with guidance
but not limited to,
onsiderations and

reportlng of PCAOB 1nspect10n results. Q%%e except
by the PCA@%

e not required to have their ‘review a Tinistered by the National PRC
SR owever, S g\ firms are subject to the National PRC’s
111ar1ze themselves with that structure pr10r
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Timing of Peer Reviews

13-1

Question—Paragraph .13 of the standards notes that a firm’s due date for its initial
peer review is ordinarily 18 months from the date it enrolled in the program or should
have enrolled, whichever date is earliet. What is meant by “should have enrolled?” In

addition, what is the due date for a firm that was previously enrolled in another peer
review program©RCAERRE?

Interpretation—When an individual becomes an AICPA member, and the services
provided by his or her firm (or individual) falls%%thm the scope of the AICPA’s

practice-monitoring standards, and the firm (G%’ mdmdual) issues reports purporting
to be in accordance with AICPA Professioy il Staiidards, the firm (or individual)
should enroll in the program and subm; 4 rm by the report date of the
initial engagement. If the firm (or in

enrollment\
dual) does not 1n1t1a11y provide services
falling within the scope of the standa%%ls the firm (or 1nd1v1dua1) should enroll in the
program and submit an enrollment forﬁ%@; the report date of thexr itial engagement.
The administering entity will consider "’gé?@ﬁi‘ individual’s) practlce the year-
ends of their engagement: ir engagements, and the number and
type of engagements to be'encom a%ed in the re%%ﬁew in determining an appropriate
: ill be due three years and six

mder the atispices of a_peer review program
e board fully involved in the administration
onducted in accordance with the AICPA

If a firm’s most recent peer e'va_iew was under the auspices of another peer review
istering entity not approved by the board, even if conducted in
AICPA Standards for Performing and Reporting on Peer
Reviews, it s subs %_ent peer review ordinarily will be considered an initial peer
review. due 18 1 EEfis from the date it enrolled in the Program administered by an
administering eri ty appraved by the board.

aeeoldance w11,h thé

Independence, Integrity, and Objectivity

21-20

Question—Firm A and Firm B have shared office facilities for the last several years.
Due to the growth of both firms, Firm B moved into new offices on January 1, 201407,
In March 201609, Firm A engaged Firm B to perform the peer review of Firm A. Firm
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A’s peer review year-end is December 31, 201568. Can Firm A perform the peer
review of Firm B?

Interpretation—Yes, because the firms did not share office facilities within the
current peer review year and any subsequent periods thereafter.

Peer Review Documentation and Retention Policy

2541

:all peer review documentation
ime after the peer review’s

Question—Paragraph .25 of the standards notes
should not be retained for an extended perioc
completion, with the exception of certain d e 11 s that are maintained until the
subsequent peer review’s acceptance and \cpmple Ty What period of time should
peer review documentation be retaine ,,what docume tg,non should be maintained
until the subsequent peer review’s acgeptance and comple’uon'?

firm, the adminii%:%%‘hg entity, and
cam (if applicable) until 120 days

> fitn earmg of the board due to non-
documentation prepared”during system and engagement
by the %ﬁ ;Vmstermg entity until the appeals period has

ision ot1ce letter, upon receipt of a plea of guilty
: stering entity’s request to stop the hearings
,_jentat10n should be retained by the administering entity

- process). Peer

for: n addmonal 12 igdays affer‘the end of the appeals per1od If the reason the firm is

assoc1atlon’-1 an SSOCIB.UOI] formed review team (if applicable) should also adhere to
these retention gui%elmes

If the firm appeals the hearings decision, the administering entity, reviewing firm (if
applicable), and the association in an association formed review team (if applicable)
should retain peer review documentation until 120 days after the Joint Trial Board
decision or. for firms without AICPA members, pursuant to_fair procedures
established by the board.

The reviewing firm and administering entities should retain the following documents
until the firm’s subsequent peer review has been completed:

28



a. Peer review report and the firm’s response, if applicable
b. Letter notifying the firm that its peer review has been accepted

¢. Letter indicating that the peer review documents have been accepted with the
understanding that the firm agrees to take certain actions, if applicable. The
administering entity should retain the version signed by the firm

d. Letter notifying the firm that certain required actions have been completed, if
applicable

e. Finding for Further Consideration (FFC) form s, i

g. Letter notifying the firm that the
applicable "

T g entities- ' ay also ret

n-‘y ne followmg administrative materials until the
firm’s subseq%nt peer

‘\D1v1510n related to individual members’ performance on

ntity’s peer review committee ot the board may indicate that any
or all doeumer\lf’a%n for specific peer reviews should be retained for a longer period
of time than specified in the preceding paragraphs because, for example, the review
has been selected for oversight. All peer review documentation is subject to oversight
or review by the administering entity, the board, or other bodies the board may
designate, including their staff. All peer review documentation prepared by the
administering entities is subject to oversight.

If a firm has been enrolled in a peer review program administered by an_entity
approved by the board fully involved in the admintstration of the AICPA Peer Review
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Program but has not undergone a
peer review in the last three years and six meonths since its last peer review because
the firm has not performed engagements and issued reports requiring it to have a peer
review, the documents previously noted should still be retained_for 42 months after
completion of the previous peer review. The administering entity may also choose to
retain the administrative documents noted, as applicable.

If a firm’s most recent peer IEVigW was under the auspices of another peer review
program administered by an entity not approved by the board, even if conducted in
accord'lm.e with the AICPA Srandards for Perf NG and Rworfmg on Peer

Associations of CPA Firms and A

26-1

a firm engaged by the firm ur
CPA ﬁrms authorized by th@boai*d 10

firms 1nc?%?éle any group, affiliations, or
also applies to two or more firms or a group
group) that jointly market or sell services

~ “A.member ﬁrrn
member firm enroll@d in the pfogram provided that the association is not a network
as de ified by Inter P tatlon No. 26-2 and the association receives annual approval
sboard. The _atlonal PRC admlmsters this process on behalf of the board.

the board prior {o any aspect of the review being planned, scheduled, or performed.

The AIF contains questions regarding general information about the association,
independence matters, and whether the association requests to be approved to assist
its members in the formation of review teams, provide technical assistance to such
review teams, or do both. All review teams must still be approved by the
administering entity. The AIF is subject to oversight by the board.
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The approval of the AIF specifically relates to AICPA members of an association
having the ability to perform peer reviews of other firmsAMERAsmembers in the same
association enrolled in the program. Furthermore,

a. Annual approval of the AIF does allow, where the association is not a
network and has answered the specific questions making such a
request, the association the ability to assist its members in the
formation of review teams (assocmtlon formed review teams) or to
provide technical assistance to such review teams.

o

The reviewed firm and administerizig, entity, not the association, is
ultimately responsible for ensuring.. 14t its peer review is scheduled,

¢. Annual approval of the ATF does not gr%nt the association the authority
to administer the program_therefore the association is not deemed an

X wa

i e
ot an endorsement o%‘sa“ roval of, or has any

.or selling matenals regarding
ngage ments), in order for the AIF to be
) s must e objéctive and quantifiable. The
bumof@g"@f this req Kitioate the appearance of a lack of
mdeoendence The bo: d does not prohibit an association from making
wot objective or quantifiable: however.
gctmon to do so should under‘;tand that it

relate@gto network
1ndepende%ce requ
following ingde endence criteria:

S appearmg in Interpretation No. 26-2 and other peer review
ients, the association and its member firms must meet the

4. The association, as distinct from its member firms, does not perform
any professional services other than those it provides to its member
firms or affiliates. For purposes of this requirement, professional
services include accounting, tax, personal financial planning, litigation
support, and professional services for which standards are
promulgated by bodies designated by AICPA Council.

b. The association does not make representations regarding the quality of
profess1onal services performed by its member firms to assist member
firms in obtaining engagements unless the representations  are
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objective or quantifiable. However, member firms may independently
publicize their membership in the association. In addition, an
association may respond to inquiries and prepare promotional
materials that firms may use to obtain professional engagements on
their own behalf.

c. Referral or participating work among member firms is arranged
directly by the firms involved.

An association may voluntarily elect to have an independent QCM review of its
system of quality control to develop and maintain QCM used by its member firms
(see paragraphs .154—205 of the standards). An agseciation may wish to have such a
review to enable its member firms that use th aaterials it develops to have more
efficient peer reviews. Associations that . e this type of review should
consult with AICPA program staff. 4.

a. requires that a majorityzof the review team members, including the
team captain in a System' ?ei?y\ie ngand all membets:inzan Engagement
Review, b associatio : ?

b. performs ™
interpretations;and ot "g%guidané%z

on the letterhé%‘c}\ of the t¢
- siened in the n T

ot review captain’s firm and
rreview captain’s firm (not

s a Peer Reviewer

i

Question—Paragraphs:.3 1(b) atid (c) of the standards state that an individual serving
asa péqgé%%viewer shold be currently active in public practice at a supervisory level
in the accotinting o iting function of a firm enrolled in the program and the firm
vif s Wg{at‘ed with more than one firm) that the member is associated with

cived a report with a peer review rating of pass for its most recent
System Review or Engagement Review that was accepted timely, ordinarily within
the last 3 years and 6 months. Does this apply to all firms the individual is associated
with? Is the individual still qualified to serve as a reviewer if the individual starts, or
becomes associated with, a newly formed firm (or a firm that has not had a peer
review)?

Interpretation—If the individual is associated as a partner with more than one firm,
then each of the firms the individual is associated with should have received a report
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31b-4

with a peer review rating of pass for its most recent System Review or Engagement
Review that was accepted timely, ordinarily within the last three years and six months.

An individual who was previously a System Review team captain, a reviewer in a
System Review or a review captain in an Engagement Review that starts or becomes
associated with a newly formed firm (or a firm that has not had a peer review) may
continue to serve in such capacity during a transition period. The transition period
begins with the earlier of the dates of disassociation from the previous firm or when
the individual starts or becomes associated with a new firm. The transition period
ends with the earlier of 18 months from the beginning date or the peer review due
date of the new firm. In no circumstances will the trafidition period exceed 18 months.
The previous firm should have received a report with a peer review rating of pass on
its most recently accepted peet review, and the;%; dividual should meet all of the other
qualifications for service as a team captain-Or.r viewer in a System Review or review
captain in an Engagement Review. An i A ‘mﬁual who was previously a team captain
or reviewer in a System Review qual to perform peer reviews administered by
the National PRC er-GCRCAE-R '.,f Jat starts or becomes<associated with a newly
formed firm (or a firm that has not, irm enrolled in the
program that has undergone a peer rex ih

entity, may serve as a tggm%gaptain or

7

National PRC under the same

D

¢ neceéé-avﬁﬁy to perform a peer review of a
ered by:the:National PRC?

petto, ﬁ%er review of a firm required
ordinarily-a peer reviewer must currently be
iow:was administered by the National PRC-ot-the
-nt for a peer reviewer on a review of a firm that
. peer review administered by the National

iewer or reviewing firm fails to notify the relevant
Al technical staff, as applicable, of any such allegations
~investigations, lin %ations strictions, or both, relating to the conduct of his, her
its rformanceggf.} accounting, audit, or attestation engagements within the
e requircments?

Interpretatiﬁh@—%l '\ reviewer or reviewing firm fails to notify the relevant
administering entjty or AICPA technical staff, as applicable, of such allegations or
investigations, limitations or restrictions, or both, within the specified time
requirements of “prior to being engaged to perform a peer review, or immediately, (if
after engaged)” the reviewer or reviewing firm is not cooperating with the program.
The board will consider and investigate, as deemed necessary, what actions should be
taken in the specific circumstances. These actions may include, but are not limited to,
on-site oversight at the reviewer’s expense, permanent removal from the list of
qualified peer reviewers and referral_of any AICPA members to the AICPA’s
Professional Ethics Division for violating the AICPA Code of Professional Conduct,

if applicable.
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Office and Engagement Selection in System Reviews

59-3

Ouestion—What factors should be considered if a firm has an office in a foreign
country or other territory?

Interpretation—The standards are intended for firms enrolled in the Program ef
AICPA-mesbers-who are engaged in the practice of public accounting in the United
States or its territotics—aswell-as-other firms enrolled in-the program: Some firms also
have offices in foreign countries or their tetritories (foreign jurisdictions’ %), including
the Cayman Islands and Bermuda. One impo nt factor to consider in determining
whether repotts issued for clients in those foreign urisdictions are to be included in
the scope of the peer review is the letterhedd of thf} report issued. For instance,

jurisdiction, the engagement would n¢
Another factor is whether the repor'fs-;_

*w1th AICPA techméal staff if there
bject to peer review under these
ms need'to onsider whether there are peer

o sued b%the licensing authority of the

license(s). Team ot review

is any question of Wheﬁi
circumstances. In addmon
review or pragt'

il
A majority o peer review committee members and the chairperson charged with

the overall respon51b111ty for administering the program at the administering entity
should possess the qualifications required of a team captain in a System Review. All
committee members must be AICPA members in good standing, whether conducting
commitice member duties for firms with or without AICPA members. A committee
member who is suspended or restricted from scheduling or performing peer reviews
no longer meets the qualifications until such suspension or restriction is removed.
Reinstaterent as a committee member would be at the discretion of the administering
entity or committee.
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Report Acceptance Body Member

Each member of an administering entity’s report acceptance body charged with the
responsibility for acceptance of peer reviews mustheutd

a. be currently active in public practice at a supervisory level in the
accounting or auditing function of a firm enrolled in the program, as a
partner of the firm, or as a manager or person with equivalent
supervisory responsibilities. To be considered currently active in the
accounting or auditing function, a reviewer should be presently
involved in the accounting or anditing. practice of a firm supervising
one or more of the firm’s accou Eing or auditing engagements or
catrying out a quality controlefun tion on the firm’s accounting or
auditing engagements. N

b. be associated with a ﬁrm’g(qr all firms if?ﬁgsgeiated with more than one
firm) that has received aéport with a peereview rating of pass on its
most recently acc ?System or Engag"*érﬁ?‘ent Review that was
accepted timely, or? siand 6 months (see

¢. demonstral
of the prog

(see Interpretation No. 33-1).

d__be an AICPA in. good st
fcceptance body:membér duties fo
mbers. ‘ r W,

A na 1 list il be ‘maintained by the AICPA, so that the
; %%administeringg@l&“”igy ha vailable pool of consultants with GAS, ERISA, FDICIA,
ing broker-dealer, ervice organization experience to call upon in the
ihce when it does:not ha\‘ig?‘}fﬁn experienced RAB member to consider the review
of a rm when cirguimstances warrant. The national RAB consultant would not
necessarily have to pag icipate physically in the RAB meeting (teleconference option).
The nationalRZ nsultant will not be eligible to vote on the acceptance of a review.
Determination that'a review requires a national RAB consultant should be made prior
to assigning the review to a RAB. The national RAB consultant would have to meet
the following qualifications for RAB participation:

a. Currently active in public practice at a supervisory level in the
accounting or auditing function of a firm enrolled in the program, as a
partner of the firm, or as a manager or person with equivalent
supervisory responsibilities. To be considered currently active, a
consultant should be presently involved in the supervision of one or
more of his or her firm’s accounting or auditing engagements or
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carrying out a quality control function on the firm’s accounting or
auditing engagements. To be considered a consultant on GAS, ERISA,
FDICIA, carrying broker-dealer or setvice organization engagements,
the current activity must include the respective industry asked to
consult upon.

b. Associated with a firm (or all firms, if associated with more than one
firm) that has received a report with a peer review rating of pass on its
most recently accepted System Review that was accepted timely,
ordinarily within the last three years and six months.

¢, Not associated with an engagemengdhat-was deemed not performed in
accordance with professional standards on the consultant’s firm’s most
recently accepted System Rev

d_be an AICPA member in g
duties for firms with i

G
k%

yd&tanding whether conducting consultant

performing peer reviews no longer mgeets the qua%féfsations u
o | :

restriction is removed. Reinstatement as‘ reportacceptance bodwff& ..
at the discretion of the adliinisteri ity Ofigommittee.

£

Technical Reviewers

trate proﬁciggﬁc”y;\in&fhe standards, interpretations, and guidance
f the program applicable to the type of peer reviews being evaluated
‘and, that meet-the requgi%r?éments of the team captain or review captain
ments established by the board (sce Interpretation No.

icipate;in at least one peer review each year, which may include
icipationifign on-site oversight of a System Review.

i
EE Y

mber in good standing, whether conducting technical
% duties for firms with or without AICPA members.,

/appropriate level of accounting and auditing knowledge and
tance suitable for the work performed. Such knowledge may be
“ohitained from on-the-job training, training courses, or 2 combination
of both. Technical reviewers are to obtain a minimum amount of CPE
to maintain the appropriate level of accounting and auditing
knowledge.

If a technical reviewer does not have such knowledge and experience,
the technical reviewer may be called upon to justify why he or she
should be permitted to perform technical reviews or oversights. The
administering entity has the authority to decide whether a technical
reviewer’s knowledge and experience is sufficient and whether he or
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she has the capability to perform a particular technical review or
oversight whether there are high-risk engagements involved or other
factors.

The fundamental purpose of CPE is to maintain or increase, or both,
professional competence. AICPA members are required to participate
in 120 hours of CPE every 3 years. In order to maintain current
knowledge of accounting, auditing, and quality control standards,
technical reviewers should obtain at least 40 percent of the AICPA-
required CPE in subjects relating to accounting, auditing, and quality
control. Technical reviewers should Gbtain at lcast 8 hours in any 1
year and 48 hours every 3 years bjects relating to accounting,
auditing, and quality control«The {erms accounting, auditing, and
quality control should be § as CPE that would maintain
current knowledge of..ac¢ duditing, and quality control
standards for engagements ng{h scope of peer review as

P

“06—.07 of the stan

Technical reviewers " :
compliance with the CPE
records qf E completed in the

The reporting: period will be the same as that

eer teviewer and is suspended or
forming peer reviews no longer meets

y jerision or restriction is removed.
= . o . '
cal reviewer would be at the discretion of the

& 4

,Reinstafeﬁilent as a tex
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Background

During a strategic planning session held in October 2010, the AICPA Peer Review Board (PRB)
focused on enhancements and improvements in five key areas of the AICPA Peer Review
Program (Program). One key area was improving the peer review administrative process. The
PRB observed that the existing processes remained largely the same since the inception of the
Program in 1985, despite dramatic changes in the environment and in technology. Historically
administering entities (AEs) have administered the Program on behalf of the AICPA. Through
annual Plans of Administration (POAs), AEs agree to:

o Administer the Program in compliance with the AICPA Standards for Performing and
Reporting on Peer Reviews (Standards) and other guidance established by the PRB

« Ensure staff and all others involved in the Program comply with the Standards and other
guidance established by the PRB

» Appoint a peer review committee to oversee the administration, acceptance and
completion of peer reviews to ensure the Program is petformed in accordance with the
Standards and other guidance established by the PRB

» Employ staff who meet the requirements defined in the Standards to perform technical
reviews on all peer reviews administered

Based on surveys and focus groups conducted in 2011 and 2012 with enrolled firms, peer
reviewers and AEs, stakeholder feedback indicated various opportunities to improve the
administration of the Program, including consistency and quality of the:

'« Report Acceptance Body (RAB) process,

« Resume verification process,

» Reviewer qualification on must-select engagements,

o Firm reenroliment/reinstatement,

+ Firm change of venue,

« Administrative fee structures, and

o Managerial skills needed to run a complex technology driven process.

Consideration of this feedback led the PRB to conclude that fewer entities administering the
program would result in greater consistency in peer reviews, and hence, greater quality. Further,
the PRB noted the importance of consistent peer review administration and acceptance
processes across AEs as states move to adopt firm mobility, as the public is best served when
peer reviews are consistently administered in accordance with the Standards, regardless of
where the peer review takes place.

The PRB's work was temporarily suspended, pending the work of the AICPA Board of Directors
authorized Practice Monitoring of the Future (PMoF) initiative. The initiative conceptualizes a
future technology-driven system, much different from today's peer review process. Upon the
reglization that PMoF will take several years — and the input of many stakeholders — to achieve
actualization, the PRB resumed its focus on improvements to the current Program.

In 2015, a group of state CPA society (society) staff leaders was engaged to advise and assist
in designing a potential new administration model (referred to as the Evolution of Peer Review
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Administration). The group offered a variety of suggestions that shaped the model developed by
AICPA staff, and though they did not offer consensus on proposed criteria for AEs they all
agreed a reduction in the number of AEs was needed to ensure consistency.

The proposed model was presented to the society CEOs (the Program administrators) in a
discussion paper on February 22, 2016, as a first step in gathering feedback from the Program’s
key stakeholders. The paper primarily focused on issues directly impacting the societies that
administer the Program, including staffing, Peer Review Committees and RABs. The objective
was to first gather feedback on the proposal from societies, then solicit input fromn state boards
of accountancy (boards) after consideration of initial feedback.

The proposed model was next introduced to board executive directors at the National
Association of State Boards of Accountancy (NASBA) Executive Directors conference in March
2018, with the Evolution paper distributed more broadly to boards shortly thereafter. Further
discussions were held at the June 2016 NASBA Regional Meetings.

This follow-up discussion paper is being provided for further consideration and feedback by
boards. It includes responses to initial comments as well as thoughts on additional issues of
importance to boards, including oversight of the Program and access to peer review information.

Process Improvement

The goal of the proposed model is to enhance quality by reducing inconsistencies in peer review
administration and acceptance, enhance objectivity and professional skepticism in the report
acceptance process and improve timeliness of review acceptance.

All AEs are required to administer the Program in accordance with the Standards and other
guidance established by the PRB. Any issues identified during the AICPA’s annual
administrative oversight process are noted in the AE oversight report and are required to be
rectified for the state to remain an AE. However, many inconsistencies exist with the way the
Program guidance is applied. Improving consistency is important for quality and supports the
orofession’s overall efforts to increase mobility in the profession.

Achieving Greater Consistency

History has demonstrated that it is difficult to achieve consistency among 40 or more AEs, and
consistency is critical. Firms and their regulators should expect the same peer review results
regardless of where the peer review is conducted and administered. While some lower volume
AEs excel at Program administration, AEs that administer a larger volume of reviews generally
have more effective and consistent administrative processes. Such AEs have important
attributes, including full-time staff dedicated to peer review. Although staffing specifics vary,
each has at least one fuli-time administrator, manager and technical reviewer with appropriate
qualifications. Further, these AEs have dedicated management focusing exclusively on peer
review. As the profession and the assurance services it performs continues to evolve and
become more complex, the Program continues o evolve with it, becoming increasingly complex
and making it more challenging for staff to remain fully versed on the Program if they are also
focused on non-peer review related responsibilities. Throughout the rapid changes in the
Program, dependency on technology for all steps of the process, including administration, has
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increased (and will continue to increase). The ability to adapt and work effectively with changing
technology has been considered critical in determining the qualifications of staff necessary to
perform these roles.

A high-level summary of the duties AE staff perform is outlined below.

Administrator

+ Confirm all enrolled firms schedule reviews in accordance with Standards and board
requirements and assist firms to resolve scheduling errors or issues

«  Work with peer reviewers to coordinate the submission and processing of peer review
documents to the AE to ensure that all required documentation is received and work
papers are accessible for Technical Reviewers

» Maintain Facilitated State Board Access (FSBA) records in a timely manner

Manager

« Develop processes and procedures for the scheduling and processing of reviews,
maintain information on the status of reviews and monitor compliance with deadlines

» Coordinate the review of working papers with Technical Reviewers, and coordinate and
document acfivities of the RAB

Technical Reviewer

» Perform full work paper reviews before the presentation of a peer review to the RAB

« Work closely with peer reviewers and public accounting firms to identify and resolve
questions and issues prior to RAB presentation

+ Assist the RAB member responsibie for presenting the review by providing additional
detailed information as necessary

AEs that administer a larger volume of reviews also have a greater pool of available volunteer
committee and RAB members with the expertise needed to accurately assess high risk reviews.
Coupled with a proportionately lower number of technical reviewers (since full-time technical
reviewers are employed), these AEs are able to have more frequent RAB meetings, resulting in
a more efficient and consistent process, and are more easily able to minimize the threat of being
overly familiar with the reviewers whose reports they consider.

Noted Inconsistencies

The nature of some of the inconsistencies across the current structure include how the following
are identified and addressed.

+ Peer review report ratings — inconsistency in identifying and/or requiring a modification to
a report (e.g., from pass to pass with deficiency or fail)

« Corrective actions and implementation plans — inconsistently imposing appropriate
corrective action or implementation plans on the reviewed firm
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» Reviewer performance matters (including feedback) — inconsistency in appropriately
addressing reviewer performance issues and reluctance to eliminate reviewer from the
pool when warranted

¢ Firms with consecutive non-pass reports — inconsistencies among AEs referring such
firms to the PRB for non-cooperation

« Determination of pervasiveness (and impact on the firms as a whole) — inconsistencies
in requiring expansion of scope or study when problems encountered in a review

» Determination of systemic cause — inconsistencies in requiring peer reviewer fo
determine (and opine on) systemic cause

+ Inconsistencies in implementation of and compliance with new and existing Standards

+ Inconsistent treatment of documentation issues — verbal acceptance that audit work was
completed where no or little documentation exists

» Engagement selection — scope and reasonable cross-section — inconsistency in
challenging the reviewer on the number or scope of engagements selected

¢ Inconsistent timeliness of presentation to RABs, following-up with overdue reviews and
firms with corrective action — general timeliness due to staffing priorities

s Matter for Further Consideration (MFC) and Finding for Further Consideration (FFC) —
inconsistency in properly elevating a matter to a finding where remediation should be
monitored and implementation plans required

» Accuracy of information input into peer review database (PRISM)

Initial Proposed Criteria for AEs of the Future

To help improve audit quality, a peer review process is needed that appropriately and
consistently detects and corrects issues by providing feedback in a timely manner. This means
that peer review staff must be thoroughly versed on the rapidly changing Standards and
processes, and the pool of volunteer participants must be large enough to support frequent RAB
meetings and provide the expertise needed for appropriate review and acceptance of reviews.

Accordingly, the following criteria were initially proposed for AEs to be most effective and to
continue fo administer the Program. The criteria are based upon discussions with society
leaders, meetings with AEs and the results of AE and RAB oversights. The criteria have been
proposed as a “straw-man” to begin the discussion and are expected to change based on
stakeholder feedback received.

» Consistent AE peer review management, employee and consultant structure,
gualifications and responsibilities

» Effective performance of Peer Review Committee and RABs

e Administration of at least 1,000 peer reviews annually to improve efficiencies

Oversight
The PRB has always recognized and supported the value of oversight to boards and is an

active partner with NASBA in promoting the board Peer Review Oversight Committee (PROC)
process.
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By way of this paper and other means, the AICPA expresses its understanding that proposed
changes in peer review administration will have an impact on the current mode! for board
oversight of the program and may necessitate changes by boards of the current PROC process.
The AICPA, and members of the PRB and its Oversight Task Force, are cooperating with
NASBA’s Compliance Assurance Committee and NASBA leadership to assist boards in
considering and vetting new potential models for board oversight based on the proposed new
administration model and will continue to work with boards to ensure an effective board
oversight process is implemented.

Initial Feedback on Discussion Paper:
Provided below is clarification for questions and commentary received on a number of issues.

Continuing as AEs
Many states currently and successfully have their states’ peer reviews administered by an
AE outside of their state. Additionally, prior to the release of the discussion paper, some
societies had already been considering transitioning out of Program administration due to
the exit of an employee or other factors, and had begun conversations with other states
independent of the discussion paper proposed model. As a resull of the discussion paper,
societies have advised us that they are considering continuing to be an AE, fransitioning
administration to another state (or AICPA) or are unsure. A process for states to transition to
another state (or AICPA) will be developed once final criteria and structure are determined.
Societies have been advised to engage in discussions with their respective boards
regarding their future vision for peer review administra tion.

Cost of Peer Review
The reduction in the number of AEs should not, in and of itself, cause a rise in administrative
fees. However, the cost of peer review for firms will increase moderately with or without the
Evolution of Administration, as a result of enhancements to the program designed to better
detect and correct deficiencies. Peer Review administrative fees have always been
expected to be based on cost recovery, and this will continue to be the expectation.

Peer Reviewer Pool
The current active reviewer pool is larger than ever before. In addition, many reviewers
already perform reviews for firms administered in multiple states. Some reviewers may
choose to discontinue reviewing due to changes in the Program, but many qualified
reviewers are available and ready to handle reviews if some leave the pool. The AICPA
remains committed to monitoring and taking action to ensure an appropriate pool of
reviewers remains available.

Performance by a Peer
The Evolution of Administration does not change the review process as articulated in the
Standards, including having peers performing the peer review, considering and accepling
the review and determining the appropriate remedial action, when necessary. Some states
have statutes and other state-specific considerations, and future guidelines will address this
concem.

AICPA Proposed Evolution of Peer Review Administration — Supplemental Discussion Paper Page 5



Proposed Number of AEs (8-10) and Administering 1,000 Annual Reviews
The straw-man suggested in the initial discussion paper is a proposal, as are the other
criteria and timeline. None of the proposed criteria including the total number of AEs or
annual reviews are fixed. It is possible the final number of AEs and the number of annual
reviews administered will be different, if stated at all. In addition, though the discussion
paper indicates the AICPA will develop a new national AE to provide an additional option for
societies that choose not to administer the program in their state, the AICPA is encouraging
societies to look first to other societies to share administration.

RABs and RAB Members

inconsistencies among RABs
Achieving consistency among 40+ AEs has been difficult and costly. PRB oversights have
noted inconsistencies in the RAB process from state to state and peer reviewers who
perform reviews in multiple states have voiced concerns about this as well. Firms and
regulators should be able to expect the same review results regardless of the state in which
they are based.

Commitment required of RAB Members
The commitment effort for individual volunteers is not expected to change from the current
program. The 50 hours per year estimate was developed by AICPA staff based on the time
anticipated volunteers would need to prepare for and participate in RAB meetings. Though
the proposed model articulates more frequent RAB meetings than are currently held by
lower-volume AEs to better assist firms in meeting state licensing requirements, the
increased frequency will be possible due to the larger number of volunteers patticipating in
the consolidated AE.

Fool of RAB Members
The majority of the current volunteers will continue to play a significant rofe in the new RAB
structure. Society CEQs are already having discussions with existing peer review
committees, indicating their value and need for their continued service. In addition, as they
do now, states that administer peer review and those that do not will be involved in the
active recruitment of both peer reviewers and volunteers.

Timeline
The original proposed model suggested a timeline for implementation of the new maodel,
However, initial feedback has clearly indicated that more time will be needed for the
proposed changes, and it is now assumed the previously proposed implementation dates
will be pushed back.

Board Involvement

Choosing Future AEs
Virtually alf of the laws or regulations of states that mandate peer review provide the board
the ability to withdraw its recognition of a program or AE if it is shown o be ineffective. The
AICPA fully supports such provisions and are confident that all AEs formed from the
evolution initiative will be as or more effective than existing AEs.
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Oversight
The AICPA and the PRB recognize and support the value of oversight to boards. The
AICPA is an active partner with NASBA in promoting the board PROC process. The PRB
and members of the PRB Oversight Task Force are cooperating with NASBA’s Compliance
Assurance Committee to assist boards in developing an effective board oversight model
under Evolution.

Resources, Support and Transparency
All AEs under a new modef will conlinue to have designated personnel charged with
responding to board questions. In addition, recognizing the need of boards to have such
information, the AICPA has requested the assistance of several board executive directors to
join a working group to develop a standardized information reporting form. Representatives
from 10 boards have agreed to participate. Also, a representative of NASBA staff will
participate to facifitate communication with alf boards. This group will have its initial meeting
in July 2016.

Working with State Societies
Just as happens today with states that currently do not administer peer review, societies will
continue to be the first point of contact with boards for their members, including issues and
concems regarding the Program. The AICPA has encouraged societies to engage in a
dialogue with the board in their states.

Board Feedback Requested by October 31, 2016

With the distribution of this paper, the AICPA is asking boards to consider the proposed criteria
and structure for Program administration in the future. All input will be considered and will inform
and shape how the AICPA and societies move forward with this initiative.

Please consider the following questions when formulating your response.
« Considering the information presented in the proposed model, what changes do you
believe will best increase consistency in peer review acceptance results?
« Considering the information presented in the proposed model, what changes do you
believe will best promote proper and timely application of Standards and guidance?
+ How do you believe the familiarity threat in the peer review acceptance process can best
be minimized?

Comments and responses should be sent to Beth Thoresen, Director — Peer Review
Operations, AICPA Peer Review Program, AICPA, 220 Leigh Farm Road, Durham, NC 27707-
8110 or prsuppori@aicpa.org and are requested by October 31, 2016.

Thank you in advance for your thoughtful consideration of the issues facing Peer Review
administration, and your commitment to enhancing audit quality throughout the CPA profession.
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National Association of State Boards of Accountancy, Inc.
Meeting of the Board of Directors

April 29, 2016 — Marriott San Francisco Union Square, CA
1. Call to Order

A duly scheduled meeting of the Board of Directors of the National Association of State
Boards of Accountancy was called to order by Chair Donald H. Burkett at 9:00 a.m. on Friday,
April 29, 2016 at the Marriott Union Square in San Francisco, CA.

2. Report of Attendance

President Ken L. Bishop reported the following were present:

Officers

Donald H. Burkett, CPA (SC), Chair
Telford A. Lodden, CPA (1A) Vice Chair
E. Kent Smoll, CPA (KS), Treasurer
Laurie J. Tish, CPA (WA), Secretary

Directors-at-Large
A. Carlos Barrera, CPA (TX)

Jimmy E. Burkes, CPA (MS)
Tyrone E. Dickerson, CPA (VA)
Janice L. Gray, CPA (OK)
Raymond N. Johnson, CPA (OR)
Harry O. Parsons, CPA (NV)
Richard N. Reisig, CPA (MT)

Regional Directors

1. Coalter Baker, CPA (TX), Southwest Regional Director

Maria E. Caldwell, CPA (FL), Southeast Regional Director

Stephanie S. Saunders, CPA (VA), Middle Atlantic Regional Director
John F. Dailey, Jr., CPA (NJ), Northeast Regional Director

W. Michael Fritz, CPA (OH), Great Lakes Regional Director

Sharon A. Jensen, CPA (MN), Central Regional Director

Edwin G. Jolicoeur, CPA (WA), Pacific Regional Director

Benjamin C. Steele, CPA (NV), Mountain Regional Director

James Corley (AR) — Executive Directors Committee Liaison

Absent
Walter C. Davenport, CPA (NC), Past Chair

Staff
Ken L. Bishop, President and Chief Executive Officer
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Colleen K. Conrad, CPA, Executive Vice President and Chief Operating Officer
Michael R. Bryant, CPA, Senior Vice President and Chief Financial Officer
Louise Dratler Haberman, Vice President - Information and Research

Thomas G. Kenny, Director — Communications

Maria L. Caldwell, Esq., Director — Compliance Services

Troy Walker, CPA, Controller

Noel L. Allen, Esq., Outside Legal Counsel

3. Approval of Minutes

Secretary Laurie Tish presented the minutes of the Board of Directors’ January 22,2016
meeting and moved for their approval. Ray Johnson seconded and the minutes were
unanimously approved as presented with Janice Gray abstaining (as she did not attend the
mecting).

4, Report of the Chair

Chair Burkett summarized the February 3, 2016 NASBA/AICPA leadership summit
discussions. He noted the AICPA’s promotion of the CGMA and how that might impact the
CPA candidate pipeline were among the top items covered. Other topics included: how large
firms are using data analytics and how that could affect regulation, increasing diversity in the
profession and its leadership, recognition of international professionals, and changes in peer
review and continuing professional education. The next NASBA/AICPA summit meeting will
be held in August in New York City.

The 2016 Executive Directors Conference received positive evaluations, Chair Burkett
noted, and he thanked all those involved in the planning and execution of that event for
producing a “great” conference. He observed that the executive directors are looking to NASBA
for even more leadership and he commended President Ken Bishop and his staff for enhancing
NASBA’s relationship with the member Boards.

Messrs. Burkett and Bishop met leaders of ACAUS (Association of Chartered
Accountants in the United States) prior to their annual meeting in New York City. Chair Burkett
had also met with the NASBA Diversity Committee and discussions are going on to expand
NASBA’s role in developing the candidate pipeline. He noted that he also aftended a meeting of
the NASBA Legislative Support Committee, which is addressing the fallout of the North
Carolina Dental Board case.

NASBA’s redesigned Nashville office had been toured by Chair Burkett and he
commended President Bishop and his staff for the amazing difference the new space has made.

5. Recognition of American Samoa

Secretary Tish described for the Board of Directors the Territory of American Samoa, the
CPAs practicing there and its Board of Accountancy. Ms. Tish made a motion to allow
American Samoa to become the 56" member board of NASBA upon their application. Harry
Parsons seconded the motion. All approved.



6. Report from Vice Chair

Vice Chair Lodden reported he had listened in on six NASBA Committee meetings and
taken notes on participation in each. He had conferred with his AICPA counterpart at the
AICPA/NASBA leadership summit meeting, and she also has her home office in lowa. Mr.
Lodden said his planning meeting for the 2016-2017 Committee year will be held on May 11-13
in San Diego and he requested the Board members t0 submit their recommendations for
committee members to him as all information would be helpful.

7. Report from President

President Bishop reported on staff appreciation activities. He has received many positive
employee comments about the Nashville office’s new open space environment

Nigyar Mamedova has been added to the NASBA staff in the new position of Technical
Director, President Bishop announced. This position will provide technical support to volunteers
on NASBA committees, as well as external committees, and will work to assist in responding to
exposure drafts. Ms, Mamedova holds a CPA from Oregon and is a Canadian CPA. Regulatory
Response Committee Chair W. Michael Fritz commented that Ms, Mamedova is very insightful
and provides valuable research. Executive Vice President and CQO Colleen Conrad reported she
had attended the April Private Company Council meeting with Ms. Mamedova.

Ms. Conrad summarized her meetings with the Department of Labor, Center for Audit
Quality and other professional groups. The Department of Labor is sending referrals to the State
Boards and NASBA is working to track where the referrals are going. Dialog is continuing with
the DOL.

The NASBA Strategic Plan has evolved into a volunteer-driven document, which is good,
President Bishop commented. NASBA managers have done a SWOT (Strengths-Weaknesses-
Opportunities — Threats) analysis of the plan to determine what each department needs to do. The
annual business plan to coordinate with the strategic plan is being formulated.

In addition to its support of the the Ph.D. Project, NASBA is taking other measures to
increase the CPA pipeline, President Bishop stated. Data has been gathered on potential Latino
CPA candidates and NASBA will be setting some goals to increase the number of Hispanic
students pursuing the CPA.

President Bishop announced he had been selected as the U.S. representative on the
Financial Professional Standards Committee of the Financial Planning Standards Board, which
met in Toronto on April 7.

Tn response to the decision in the North Carolina Dental Board case, NASBA has joined
in the Professional Licensing Coalition with the associations of other professional licensing
boards including architects, doctors, physical therapists, landscapers and others, President Bishop
announced. The goal is to eliminate the threat of anti-trust financial liability from regulatory
boards and their members when they are acting in their official capacity. The strategy is to
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amend the 1984 Local Government Anti-Trust Act (LGAA) to include state regulatory boards.
NASBA Director of Legislative and Governmental Affairs J ohn Johnson serves as NASBA’s
representative to this group.

The AICPA has proposed changes to the Peer Review Program, which includes the
consolidation of the program’s administrative entities. This could have a significant effect on the
State Boards’ Peer Review Oversight Committees (PROCs) and the Boards’ oversight ability of
the program, Ms. Conrad explained. The changes in the Peer Review Program are being studied
by the Compliance Assurance Committee, she said.

Dr. Jan R. Williams, past president of the American Accounting Association, has been
engaged as a consultant in NASBA and ATCPA’s dialogue with the accreditors of higher
education institutions, President Bishop announced. Questions have also been raised about the
content of the 150-hour education requirement and the suggestion has been made that a data
analytics course be included as part of the 150. Very preliminary conversations have been
started, Ms. Conrad said.

In April the finalization of the revised Uniform CPA Examination was announced to the
public, with the inauguration of the new Examination to take place in April 2017, Ms. Conrad
reported. An increase in candidate population is anticipated in the next 6-9 months and staff has
been supplemented to handle the greater volume, Ms. Conrad said. Webcasts in Japan and the
Middle East promoting the U.S. CPA have been successful and the NASBA International
Evaluation Services® experience verification program has been growing, she reported.

President Bishop said NASBA is having a good financial year. Mission spending has
increased to 9.2 percent of NASBA’s budget this year. The rewrite of the Gateway system is
expected to be completed by summer 0f2017. IT security initiatives continue, Ms. Conrad
added.

Entries for the NASBA Center for the Public Trust video contest can be viewed on the
web and President Bishop encouraged the Board members to do so. He commented that
although fund raising for the CPT continues to be challenging, the CPT has helped increase
NASBA’s relevance on campuses across the country.

8. Report from Director of Compliance Services

NASBA Director of Compliance Services Maria L. Caldwell, Esq., reporied 51 Boards
are now participating in the Accountancy Licensee Database and an additional state is expected
{0 join them in 2 month. Ms. Caldwell said her staff is working with the Accountancy Licensee
Database/CPAVerify Committee to enhance the database and tools to offer to the State Boards.
Her staff has been very active in adding to the enforcement tools being offered to the Boards.
The California Mobility Enforcement Project, which is utilizing NASBA’s Guiding Principles of
Enforcement as a baseline for comparing states’ enforcement programs, has spurred more Boards
to add disciplinary information to their websites, which will be flowing into the ALD.

Ms. Caldwell’s staff has kept contact with the Depariment of Labor to ensure the
appropriate referrals are getting through to the State Boards. However, the Boards are supposed

4



to be receiving from the DOL working papers when the firms involved give their consent for
such distribution, but that has not been happening. The NASBA staff is working to coordinate
this..

The exposure period for the revised “Statement on Standards for Continuing Professional
Education Programs” is to end on April 30, 2016, and the standards are to take effect in
September, Ms. Caldwell stated. There are now 2,142 sponsors listed on the Registry of CPE
Sponsors. The National Registry Summit will be held in Tampa, FL, September 13-14, 2016.

Ms. Caldwell was asked about the CPETracking tool. She explained that it is being
offered at no cost to the State Boards. Eight states are now participating in the program and
others are waiting to get on. This program eliminates the need for paper file review and allows
the Boards to audit a larger group of licensees. Virginia is checking CPE compliance on a
monthly basis. Ms. Caldwell observed that if the CPAs know they are going to be reviewed,
they are more likely to comply with the requirement.

9, Report of the Nominating Committee

President Bishop reported the Nominating Committee will meet May 4-5, 2016, in Dallas
to select their nominee for Vice Chair 2016-2017. The candidates will be asked to complete
questionnaires and the Nominating Committee will hold interviews with each candidate.

10. Report of the Education Committee

Education Committee Chair Raymond Johnson reported the review of the accounting
education research grant proposals had just been completed by the Committee on Monday, April
25. One grant had been approved by the Board of Directors in January and the Education
Committee now requested approval for:

1- “Accreditation and CPA Exam Performance: An Examination of Gender and Race,”
submitted by Dr. Adrain L. Mayse of Howard University. The Education Committee proposes to
award $9,000. Ms. Gray seconded and the award was unanimously approved.

2- “Strategies to Help Students in a Minority University Achieve Success in the
Accounting Profession and Help to Diversify the Accounting Pipeline,” submitted by Dr.
Kalama Raghaven of Texas Southern University. The Education Committee proposed to award
$4,000-$9,000 depending upon the Education Commiitee receiving more information on the role
of the consultant to be engaged for this project. Mr. Steele seconded and the award was
unanimously approved.

Dr. Johnson summarized the Accreditation Forum, cosponsored with the AICPA on
January 29, and then the follow-up discussion held with representatives of NASBA and the
AICPA on March 22. When speaking with the accrediting bodies, there was no agreement on
how the term “competency-based” education was being used. The accreditors also admitted that
they had not considered the lack of transparency in the colleges’ transcripts, Dr. Johnson
reported. NASBA and AICPA are still working on specific examples to bring to the accreditors.
The group is in a fact-finding stage of how to bring about quality control in higher education. It



was suggested that other professions (such as architecture, engineering, nursing, psychology)
might be potential partners in determining how this could be achieved.

The Education Committee identified three areas of greatest concern to them, Dr. Johnson
reported: 1- How do we better position State Boards to be better resources to accounting
programs? 2- How do we help students understand their opportunity for success as CPAs? 3- Do
NASBA and the State Boards need to be more precise about what the extra 30 credit hours
should look like?

11. Report of the Administration & Finance Committee

Treasurer Kent Smoll reported the A&F Committee’s Investment Committee had met on
April 27. The A&F Committee had reviewed the insurance coverage and budgets. Mr, Smoll
made the following motions based on the recommendations of the A&F Committee:

1. Approve the financial statements as presented. Mr. Dailey seconded and all approved.

2. Remove the liquidity requirement for alternative investments as currently present in the
Investment Policy Statement. Mr. Steele seconded and all approved.

3. Grant CEO Bishop the authority to maintain NASBA’s 20 percent ownership interest in
its equity investee when negotiations are complete with regards to an acquisition in
progress. Additionally, the existing note receivable from the sale of PCS, to the extent
available, will be used to fund NASBA’s investment to maintain such interest. Mr,
Jolicoeur seconded and all approved.

Chief Financial Officer and Senior Vice President Bryant reported the first two phases of
the renovation of NASBA’s Nashville office had been completed and the last phase is due to be
completed by May 23, 2016. President Bishop explained that the new space will give NASBA
room to grow.

12. Report from the Uniform Accountancy Act Committee

UAA Committee Chair Coalter Baker reported the joint AICPA/NASBA committee had
met on February 2 and reviewed the feedback received on the proposed changes to the UAA that
would allow for a CPA-Retired status. Comments called for clarification on allowable
compensation, permissible activities and age qualifications. The UAA Committee is finalizing
the proposed language and will bring it to the NASBA and AICPA Boards of Directors for
approval at their July meetings. At that time the Boards will also be asked to approve definitions
pertaining to SSARS 21 services.

Mr. Baker reported the joint committee also had questions about the proposed CPE
Model Rules and Model Rules for peer review. The CPE Model Rules have been sent back to
the task force for further discussion with the NASBA CPE Commiitee. Similarly, the peer
review rules are being revisited as the AICPA is planning for changes in the administration of the
program that are likely to impact the rules. Additional recommendations from the Compliance
Assurance Committee are anticipated.



A motion to approve for exposure the UAA Committee’s proposed changes to UAA
Section 6 (allowing for a new international pathway for recognition of experienced international
professionals) and for Model Rules pertaining to the Examination’s administration was made by
Mr. Baker and was seconded by Tyrone Dickerson. The motion was unanimously approved.

13. Report from the Compliance Assurance Committee

CAC Chair John Dailey reported the committee met on March 31, having received a copy
of the AICPA’s “Proposed Evolution of Peer Review Administration” shortly before the
meeting. The paper had been mentioned by speakers at the March NASBA Executive Directors
Conference. Mr. Dailey pointed out that an AICPA Peer Review Program study had found a 43
percent noncompliance rate in the reports sampled, while the peer reviewers had only found 9
percent. The AICPA is working to get more consistent quality, policies and criteria in the Peer
Review Program, Mr. Dailey explained. One idea they have is to reduce the current 41
administering entitics down to 8-10 administering entities. The paper describes how this would
aid in consistency and management of costs. Comments have been requested from the State CPA
Societies by August 1, 2016 and by January 1, 2017 the administering entities are to inform the
AICPA if they intend to continue to participate in the restructured program, which is to be in
place by December 28, 2018, Mr. Dailey reported.

Mr. Dailey reported AICPA Vice President James Brackens, who heads the Peer Review
Program, called him and explained that the AICPA first wanted to get input from the State
Societies. He will address the CAC and participate in a panel discussion at NASBA’s June
Regional Meetings. The CAC will next meet on May 23. Revisions to the Uniform Accountancy
Act and Model Rules will have to wait until it becomes clearer how this program will operate,
Mr. Dailey observed.

14. Report on the Accountancy Licensee Database

ALD/CPAverify Committee Chair Laurie Tish referred the Board members to the paper
prepared by her committee: “Accountancy Licensee Database (ALD): A Vision for 2020.” She
explained that the paper is a strategy document, intended to set out a roadmap recommending
policies for people working on the ALD in the future. The Committee wants to optimize the use
of the unique data that has been captured in the ALD and have responsible use of it as permitted
by the State Boards. The Committee’s advisory role on the use of the data is extremely
important, Ms. Tish stressed. Federal agencies have expressed interest in how the data could be
used, she noted.

The Committee and staff want to make the data even more robust and are working to
establish a common vocabulary among the states and to have automated feed from all Boards.
They are educating agencies to bring information about their disciplinary actions to the Boards’
atiention. '



Ms. Tish reported a task force comprised of three members from each of the
Enforcement, Compliance Assurance and ALD/CPAverify Committees is looking at common
issues and will hold a conference call in May.

15. Report of the Executive Directors Committec

Executive Directors Committee Chair James Cotley reported the March Executive
Directors Conference was well received and drew 145 attendees, including 21 representatives
from State CPA Societies. He announced that 61 percent of the NASBA attendees said the joint
State Board/State Society conference should be continued every year. Mr. Corley explained that
the conference organizers had tried to divide the attendees into two discussion groups based on
the organization of the boards (standalone vs. under an umbrella agency).

The Boards’ executive directors expressed frustration with the AICPA on both their
approach to restructuring of the Peer Review Program and the creation of the CGMA program,
Mr. Corley observed. They felt the AICPA made their decisions on the Peer Review Program
without input from the Boards.

16. Report of the Regulatory Response Committee

Regulatory Response Committee Chair W. Michael Fritz reported NASBA had issued
two letters during the quarter, one to the International Ethics Standards Board for Accountants on
“Proposed Revisions Pertaining to Safeguards in the Code — Phase 1” and the other to “Proposed
Restructured Code — Phase 1.” Another response to the AICPA Professional Ethics Executive
Committee on its “Omnibus Ethics Proposals” is currently being vetted for submission by May
16, 2016.

The Ethics Committee has been working with the RRC on developing NASBA’s
ethics-related responses. Ethics Committee Chair Janice Gray said the letter on the “Omnibus
Ethics Proposals™ should be completed soon.

17. Report of Committee on Relations with Member Boards

Committee Chair John Dailey reported the Regional Directors were continuing to look at
formats to make it simpler for State Boards to respond to their Focus Questions and have the
responses presented in a report that is easier to read.  Chair Dailey reported the Committee had
reviewed the program details for the New Board Member Orientation Program and the Regional
Meetings. Final preparation for the Regional Meetings will take place the afiernoon prior to the
Orientation Program. Scheduling a break prior to the Executive Committee’s coming in to
speak with the Regional Directors may allow the Executive Committee a few minutes to prepare
for their responses.

18. Report on IQAB

The NASBA/AICPA International Qualifications Appraisal Board has held many
conference calls since February, IQAB Chair Telford Lodden reported. He explained the
unilateral pathway that IQAB is considering would only be open to those qualified in other
countries to sign audit reports in their countries. IQAB is recommending a 90-day exposure




period for the proposed change to the UAA that the NASBA Board had just approved. [QAB
has completed work on the manual to be used should the new pathway be approved.

As changes are being made to the Uniform CPA Examination, IQAB is considering if the
REG section is still a suitable test to use as IQEX, Mr. Lodden said. Also under study by IQAB
task forces are renewals with CPA Canada and the Instituto Mexicano de Contadores Publicos,
the Chartered Accountants of Australia/New Zealand, and the Institute of Chartered Accountants
of Ireland. Work on renewing the MRA with the Hong Kong Institute of CPAs has just recently
been started. A standard format has been developed for new MRAs that includes a standard
cover sheet with appendices that clearly set out what is needed to qualify for recognition. Each
task force is to produce written reports for IQAB’s files to describe the work done to arrive at
their conclusions.

19. Policy Discussion

Chair Burkett led the Board of Directors in a discussion of NASBA policies covering: the
Boards’ enforcement of their current laws; use of titles as described in the Uniform Accountancy
Act; anticipated changes in the Peer Review Program’s administration; and expectations of
accrediting organizations.

20, Future Meetings

The following Board meetings were announced by Chair Burkett:
July 21-22, 2016 — Rapid City, SD
October 27-28, 2016 — Austin, TX

Regional Meetings will be held June 7-9 in Asheville, NC, AND June 22-24 in Denver,
CO.

21. Adjournment

Harry Parsons made a motion to adjourn the meeting and Ms. Tish seconded. All
approved. The meeting was adjourned at 4:00 p.m.



NATIONAL ASSOCIATION OF STATE BOARDS OF ACCOUNTANCY, INC.

Highlights of the Board of Directors Meeting
July 22, 2016 — Rapid City, SD

At a duly called meeting of the Board of Directors of the National Association of State Boards of
Accountancy, Inc., held on Friday, July 22, 2016 at Hotel Alex Johnson in Rapid City, South
Dakota, the Board took the following actions:

o Approved the Awards Committee’s recommendations: Billy M. Atkinson (TX) will be the
recipient of the 2016 William H. Van Rensselaer Public Service Award; Robert B. Cagnassola
(NJ) will be the recipient of the 2016 NASBA Distinguished Service Award; and Jim Abbott
(ND) will be the recipient of the 2016 Lorraine P. Sachs Award for Executive Directors. The
awards will be presented at the 2016 Annual Business Meeting in November.

o Accepted the slate of NASBA 2016-2017 officers and directors selected by the Nominating
Committee, as presented by Nominating Committee Chair Walter C. Davenport (NC). The
election of officers and directors will be held at the Annual Business Meeting on November 1.

o Approved the Fiscal 2017 operating and capital budgets as presented by Administration and
Finance Committee Chair E. Kent Smoll (KS).

o Approved the revised Statement on Standards for Continuing Professional Education
Programs and the Fields of Study That Qualify for Continuing Professional Education, as
presented by CPE Committee Chair Maria E. Caldwell (FL). In developing its final
recommendations, the CPE Committee had carefully considered all of the comments received
during the comment period, Ms. Caldwell reported.

o Approved the amendments to Uniform Accountancy Act Section 6(d) and the related Model
Rule 6-7 to create the “CPA-retired” status, as recommended by the AICPA/NASBA UAA
Committee and presented by NASBA UAA Chair J. Coalter Baker (TX). The Board also
approved definitions to be added to UAA Sections 3 and 14 to clarify “preparation of financial
statements,” as proposed by the joint UAA Committee and presented by Mr. Baker. The AICPA
Board of Directors is expected to approve the same changes at their meeting August 4-5.

0 Heard a report from NASBA Chair Donald H. Burkett (SC) on leadership’s meeting with
representatives of the Instituto Mexicano de Contadores Piiblicos and CPA Canada, as well as
his participation in several NASBA Committees’ meetings and conference calls. He commended
the Regional Directors and NASBA staff for their development and presentation of the well-
received New State Board Member Orientation Programs and the June Regional Meetings.

0 Received an update from President Ken L. Bishop on the activities of the Association,
including the formal opening of NASBA’s redesigned Nashville office space containing



conference rooms named in honor of Past President David A. Costello and Past Executive Vice
President and COO Lorraine P. Sachs. He reported NASBA spent $8.9 million on services to
Boards of Accountancy this year, and for next year projects spending $10.2 million on such
mission services.

0 Was updated by NASBA Executive Vice President and Chief Operating Officer Colleen K.
Conrad on the preparations for the next version of the Uniform CPA Examination, to be
launched in April 2017. NASBA continues to enhance its IT operations and expand its
international evaluation, experience verification, Accountancy Licensee Database and
communications services.

0 Was notified by Compliance Assurance Committee Chair John F. Dailey, Jr. (NJ) of the
AICPA’s recent release of a report entitled: “Proposed Evolution of Peer Review
Administration: A Supplemental Discussion Paper Seeking Input from State Boards of
Accountancy.” Mr. Dailey reported the CAC is studying the paper and will develop a comment
letter for NASBA Chair Burkett and President Bishop. The AICPA has requesied the State
Boards send them comments on the paper and Mr. Dailey asked that Boards send copies of their
comments to CAC Staff Liaison Leona Johnson (¢johnson{@nasba.org). In addition, the CAC
will also be asking Boards to complete a short survey on this topic, he stated.

o Heard a report from Legislative Support Committee Chair Sharon A. Jensen (MN) on the work
being done by the Committee with NASBA Director of Legislative and Governmental Affairs
John Johnson to safeguard the Boards from negative consequences of the Supreme Court’s
decision in the North Carolina Dental Board case. The Professional Licensing Coalition, which
represents NASBA and other similar licensing board associations, is developing support for
amending the Local Government Antitrust Act of 1984, to eliminate the threat of anti-trust
financial liability for regulatory boards and their members acting in their official capacity.

O Learned from Education Committee Chair Raymond N. Johnson (OR) the NASBA/AICPA
accreditation project is continuing its work and will be meeting in New York City in August, in
conjunction with the Annual Meeting of the American Accounting Association.

The next meeting of the NASBA Board of Directors will be held on QOctober 28, 2016 in Austin,
Texas.

Distribution:
State Board Chairs/President, Members and Executive Directors
NASBA Board of Directors, Committee Chairs and Staff Directors
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[l Save my progress and resume later | Resume a previously saved form

REGIONAL DIRECTORS’ FOCUS QUESTIONS

To State Board Chairs/Presidents, Members and Executive Directors:

The input received from our Focus Questions is reviewed by all members of NASBA's Board

of Directors, committee chairs and executive staff and used to guide their actions. We
encourage you fo place the following questions early on the agenda of your next Board
meeting to allow for sufficient time for discussion. Only one set of responses should be
submitted per Board. Please submit your Board’s responses by October 7, 2016.

~ GENERAL INFORMATION

Board of Accountancy: *

Please select... S
Alabama State Board of Public Accountancy ~
Alaska Board of Public Accountancy ‘N
Arizona State Board of Accountancy

Name of person submitting form: *

L

Email: *

-

Phone:

|

~ QUESTIONS

1. (a) Has your Board received and/or discussed the July AICPA report: "Proposed
Evolution of Peer Review Administration: A Supplemental Discussion Paper Seeking
Input from State Boards of Accountancy"?

O Yes
ONo

Comments 1(a)

httos://nasba.tfaforms.net/327226

8/9/2016
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Compliance Assurance Committee?
O Yes
ONo

9 The revised Statement on Standards for Continuing Professional Education Programs

How does your Board use those Standards? For example, do they adopt them as a basis
for approving courses? Do they refer would-be providers to those Standards? Do they
refer licensees to those standards for guidance on acceptable CPE? Please explain what
your Board does.

Comments 2(a)

1. (b) Will your Board be sending in comments to the AICPA? If yes, would you please be syre
copies of those responses to Leona Johnson (ljohnson@nasba.org), staff liaison to the NASB/

and the Fields of Study were approved by the NASBA Board of Directors in July, and the
AICPA Board is expected to do the same at their August meeting. These will be effective
for program sponsors on the NASBA CPE Sponsor Registry as of September 1, 2016. (a)

[l

in bold,

O Yes

O No

O Considering

O Not yet on agenda

Sponsored Learning activities are measured by actual program length, with one 50-
minute period equal to one CPE credit. Sponsors may recommend CPE credits under
the following scenarios:

one full credit must be awarded initially, but after the first credit has been earned,
initially, but after the first full credit has been earned, credits may be awarded in one-
[ifth increments or in one-half increments (0.5, 1.0, x.2, x.4, x.5, x.6, x.8, and so on).
. Nano learning - Credits must be awarded only as one-fifth credit (0.2 credit). A 20-

Sponsors may round down CPE credits awarded to the nearest one-fifth, one-half, or

however, the CPA claiming CPE credits should refer to respective State Board
requirements regarding acceptability of one-fifth and one-half CPE credits.

Tttmac-/inacha tfaforms.net/327226

2. (b) Is your Board implementing the revised Standard No. 13 (now Standard No. 16)? See Belc

—- Group programs, independent study, and blended learning programs - A minimum of

credits may be awarded in one-fifth increments or in one-half increments (1.0, x.2, x.4,
x.5, x.6, x.8, and so on). — Self study - A minimum of one-half credit must be awarded

minute program would have to be produced as two stand-alone nano learning programs.

whole credit at their discretion and as appropriate for the instructional delivery method;

8/9/2016
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3. What is the most recent step your Board has taken to improve its service to the public?

4, What is happening in your jurisdiction that is important for other State Boards and NASBAJ to
about?

5. Can NASBA be of any assistance to your Board at this time?

6. NASBA Board of Directors would appreciate as much input on the above questions as
possible. How were the responses shown above compiled? Please check all that apply.

[ Input only from Board Chair

[ Input only from Executive Director

[ Input only from Board Chair and Executive Director

L1 Input from all Board Members and Executive Director

Ul Input from some Board Members and Executive Director
(3 Input from all Board Members

(] Input from some Board Members

[l Other (please explain below)

If other, please explain:

Submit

Save my progress and resume later | Resume a previously saved form

Meed assistance with this form?

e

httnos/inacha tFafarme net/A¥7I06 8/9/2016



