VIRGINIA BOARD
OF ACCOUNTANCY

April 27, 2017
VBOA Board Meeting Agenda
Board Room 1
2nd Floor Conference Center
9960 Mayland Drive
Henrico, VA 23233
Phone: (804) 367-8505

10 a.m. Call to Order — Jim Holland, CPA, Chair
Security Briefing — Patti Hambright, Administrative Assistant
Determination of Quorum
Approval of April 27,2017 Agenda
Public comment period*
Approval of Consent Agenda:
e Approval of February 22, 2017 Board meeting minutes
e Consent Orders:
0 2016-0034U (Ferguson and Saunders)
0 2016-0042U (Bradshaw and Allen)
0 2016-0050U (Ferguson and Saunders)
0 2017-004-004U (Ferguson and Saunders)
e Reinstatements:
0 2017-021-001E (Jewell and Allen)
0 2017-023-003E (Jewell and Allen)
Public comment period*

10:10 a.m. 1. Committee/NASBA Updates
e NASBA CPE Committee — Jim M. Holland, CPA, Chair
o NASBA Standard-Setting Advisory Committee — Matthew P. Bosher, Vice Chair
e NASBA Diversity Committee — Andrea M. Kilmer, CPA
NASBA Education Committee — Susan Quaintance Ferguson, CPA
NASBA Communications Committee — D. Brian Carson, CPA, CGMA
e NASBA UAA Committee — Stephanie S. Saunders, CPA
e NASBA Middle Atlantic Regional Director — Stephanie S. Saunders, CPA
e NASBA Executive Director’s Committee — Wade A. Jewell, Executive Director
e NASBA Board Nominations - Wade A. Jewell, Executive Director

10:30 a.m. 2. Executive Director’s Report — Wade A. Jewell, Executive Director
e General updates
e March 2017 Financial Report
e March 2017 Board Report — Mary Charity, Director of Operations

10:45 a.m. 3. Board Discussion Topics — Wade A. Jewell, Executive Director
e 2017 Virginia-Specific Ethics Course updates — VSCPA
e Approval of changes to CPE deficiency guidelines — Rebekah E. Allen, Enforcement Director
e Presentation of guidelines for assessing non-CPE penalties - Rebekah E. Allen, Enf. Director
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12 p.m.

12:45 p.m.

lp.m.

2:15 p.m.

2:40 p.m.

2:45 p.m.

Repeal of § 54.1-4413.2(B) and treatment of expired licenses post July 1, 2017

Single renewal date for all Virginia licensees

Proposed changes to Board Policy #4 (retention period from 3 to 4 years)

AICPA Discussion Paper — Proposed Evolution of Peer Review Administration — updated January
2017 — Wade A. Jewell, Executive Director

CPE Credit for Exams — Susan Quaintance Ferguson, CPA

o Certified Financial Planner (CFP)

o ACAMS Advanced AML Audit Certification (CAMS-Audit)

Recess for Board lunch

Public comment period for enforcement cases being discussed in closed session

4.

Closed Session
Enforcement — Rebekah E. Allen, Enforcement Director

OAG updates

Status of open cases

Consent Order:

o 2016-0043U (Ferguson and Saunders)

o 2017-015-001D (Ferguson and Saunders)
Final Orders:

o 2016-CPE-0048 (Jewell and Allen)

o 2016-0018D (Ferguson and Saunders)

. Board Discussion Topics, continued if necessary — Wade A. Jewell, Executive Director

Additional Items for Discussion

Carry over items/potential future topics

CPE — VBOA/VSCPA discussions

Trust Fund Reserve Policy

Background checks

Statute/Regulation changes

Fraudulent transcripts and CPE certificates
North Carolina Dental Case

Sign Conflict of Interest forms

Sign Travel Expense vouchers

Future meeting dates — TBD

0O O O O O O

Adjournment

*Five-minute public comment, per person, on those items not included on the agenda.

Persons desiring to attend the meeting and requiring special accommodations/interpretive services should contact the VBOA office at
(804) 367-8505 at least five days prior to the meeting so that suitable arrangements can be made for an appropriate accommodation.
The VBOA fully complies with the Americans with Disabilities Act.

Page 2 of 2



 VIRGINIA BOARD
OF ACCOUNTANGY

Board Meeting
February 22, 2017
Draft/Unapproved minutes

The Virginia Board of Accountancy met on Wednesday, February 22, 2017, in Board Room #2 of the
Perimeter Center, 9960 Mayland Drive, Henrico, Virginia 23233.

MEMBERS PRESENT: James M. “Jim” Holland, CPA, Chair
Matthew P. Bosher, Esq., Vice Chair
D. Brian Carson, CPA
Susan Quaintance Ferguson, CPA ..~
Stephanie S. Saunders, CPA
Laurie A. Warwick, CPA

MEMBER PRESENT FOR

A PORTION OF THE A

MEETING: Andrea M. Kilmer, CPA

LEGAL COUNSEL: Anna Birkenheier, Assistant Attomey General,
Office of the Attorney General ™.

STAFF PRESENT: Chantal Scifres, Deputy Director

Mary Charity, Director of Operatlons
Rebekah Allen, Enforcemient Director
.- Kelli Anderson, Communications Manager
Pattl Hambrlght CPE Coordmator and Administrative Assistant

MEMBERS OF THE =

PUBLIC PRESENT: E .Z_E-..Stephame Peters, CAE, Pres1dent and CEQ, Virginia Society of Certified
Lintie i Public: Accountants

Emﬂy Walker, Vice President, Advocacy, Virginia Society of Certified

B -~ Public Accountants

_ ': _:-John Ma_rk ‘Becton, Esq., Becton Firm, PLC

CALL TO ORDER '

Chairman Hol]aﬁd caiied the meé"ting to order at 10:00 a.m,

SECURITY BRIEFING

Ms. Hambright provided the emergency evacuation procedures.
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Board Meeting
February 22, 2017
Draft/Unapproved minutes

DETERMINATION OF QUORUM

Chairman Holland determined there was a quorum present.

APPROVAL OF AGENDA

Upon a motion by Ms. Saunders, and duly seconded, the members vote&uuiié.nimously 10 approve the
Febroary 22, 2017, agenda as amended. The members voting “AYE” were Mz, Ho]]and Mr. Bosher,
Mr. Carson, Ms. Ferguson, Ms. Saunders and Ms. Warwick.

APPROVAL OF CONSENT AGENDA/MINUTES =

Upon a motion by Ms. Saunders, and duly seconded, the m.:mbers voted unanimously to approve the
Consent Agenda to include the January 25, 2017, Board meeting minutes as presented. The members
voting “AYE” were Mr. Holland, Mr. Bosher, Mr. Carson, Ms. Ferguson Ms. Saunders and

Ms. Warwick. : -

PUBLIC COMMENT PERIOD

Mr. Hotland welcomed and invited members of the. public toprowde comments. Mr. Becton thanked the
Board for their professmnaitsm and spoke on behalf of Mr. James Brown.

COMMITTEE/NASBA UPDATES

NASBA CPE Committee

Mr. Holland led ’the dlscussxon regardlng the NASBA CPE Committee. He noted the comment period
regarding the Draft Model: RuIes for Commumg Professional Education (CPE) had been extended from
April 1 to: June 30, 2017, .

NASBA Dlversn_t_y Committee
There were no upd'a:t._'gg_;o the NASBA Diversity Committee.
NASBA Standard-Setting Advisory Committee

There were no updates to the NASBA Standard-Setting Advisory Committee.
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Board Meeting
February 22, 2017
Draft/Unapproved minutes

NASBA Education Committee

Ms. Ferguson led the discussion regarding the NASBA Education Committee. She noted the committee is
scheduled to meet on March 16 and 17.

NASBA Communications Committee

Mr. Carson led the discussion regarding the NASBA Commumcatlons Comrmttee He noted a conference
call was scheduled for next month. : .

NASBA UAA Commitiee

Ms. Saunders led the discussion regarding the NASBA UAA Committee. She noted the commlttee had
been charged with providing language in the UAA to deal with the issue of non-CPA CGMA title users.
She noted the committee would meet next week to discuss the language and that Virginia does not have
an issue with this topic based on current statutes. :

NASBA Middle Atlantic Regional Director

Ms. Saunders led the discussion regarding her role'as NASBIA s Middle Atlantic Regionai Director. Ms.

Saunders noted the teleconference _a‘d:gone well.

NASBA Executive Dlrectm' 'S Commlttee

Ms. Charity led the dlscussmn regardmg e:ENASBA Exeautwe Director’s Committee. She noted the
Executive Director's and Staff Conference would be held in New Orleans, LA in March 2017. Mr. Jewell,
Ms. Allen and Ms. Anderson would attend
EXECUTIVE_ DIRECTOR’S--_R__;EPORT;:':
Ms. Charity prés:ented the folioW’ing general updates regarding the VBOA:

s As requééféd_b_y_ Bo.ard members, Ms, Charity presented a report of all Virginia licensees by

their state of residence.
s The new VBOA licensing/database project continues to move forward.

January 2017 Board Report

Mes. Charity presented and fielded questions regarding the January 2017 Board Report.
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February 22, 2017
Draft/Unapproved minutes

January 2017 Financial Report

Ms. Scifres presented and fielded questions regarding the January 2017 Financial Report.

BOARD DISCUSSION TOPICS

2016 and 2017 Virginia-Specific Fthics Course updates

Ms. Charity noted that the 2017 Virginia-Specific Ethics Course sponsors/provrders had been posted on the
VBOA website. The VSCPA is on schedule to release the 2017 Virginia-Specific Ethics course on March I,
2017, as planned. Ms. Walker noted the 2016 Vlrgmla-Speeif ¢ Ethics course was no longer available as of

January 31, 2017. She also noted there had been 21,719: /iy _m;a—Spemf’ ¢ Ethics Course takers in 2016
{rom approved sponsors. el

AICPA Discussion Paper — Proposed Evolutiou of Peer Review: Administration

Ms. Walker discussed in detail the latest evolut10n of Peer Review Admlmstrat]on proposal from the
AICPA. She discussed at length how the proposed changes would affect the staffing at the VSCPA. She
noted a committee meeting in May and that no demsnons related to peer review would be made by the
VSCPA until after that date. 8 S

Ms. Walker updated Board .merr'lber;s.:-on VBOA legisiétion.

Proposed Changes to CPE Deﬁclency Guldelmes

Ms. Allen led the discussion reg': -ngt e preposed changes to the CPE deficiency guidelines. Ms, Walker
offered comments and concerns and roted she would have additional suggestions at the next Board
meeting. Ms. Allen fielded: questions from Board members and the VSCPA.. The Board will continue
d1scuss1ons regardmg the propesed changes_ to the CPE deficiency guidelines.

CPE Model Rules Exposure Draft

Mr. Holland led the discussion regardmg the Draft CPE Model Rules for Continuing Professional Education
(CPE) exposure draft, After a thorough discussion, the Board decided to revisit the subject during the April
Board meeting, :

RECESS FOR LUNCH 11:45 a.m.

RECONVENE 12:30 p.m.
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February 22, 2017
Draft/Unapproved minutes

ADDITIONAL ITEMS FOR DISCUSSION

Carry Over Items/Potential Future Topics

¢ CPE - VBOA/VSCPA discussions

+ Single renewal date all Virginia licensees

e Trust Fund Reserve Policy

s Background checks

s Statute/Regulation changes
Fraudulent Transcripts and CPE Certificates
North Carolina Dental Case

Sign Conflict of Interest forms

Sign Travel Expense vouchers

Future meeting date

o  Thursday, April 27, 2017

ENFORCEMENT

Begin closed meeting

Upon a motion by Mr. Bosher and duly seconded, the members approved by unanimous vote the meeting
be recessed and the VBOA 1mmed1ately ‘convene a closed meeting under the Virginia Freedom of
Information Act forthe provision of legal counsel and to consult with legal counsel on issues relating to
probable htlgat;on and/or. ¢onsider the status of all open Enforcement Cases and cases listed on our
agenda, a matter lawfully exempted frof pen meeting requirements under the ‘consulting with legal
counsel” and ‘disciplinary proceedmgs exemptions contained in Virginia Code § 2.2-3711(AX7),(27).
The following non-members will be in attendance to reasonably aid in the consideration of this topic:
Anna Blrkenhe1er and Rebekah AHen

End closed meetmg

Upon a motion by Mr. Bosher and duly seconded, the VBOA approved by unanimous vote that the
closed meeting, as authorized by § 2.2-3712.A of the Code of Virginia, be adjourned and that the VBOA
immediately reconvene in an open public meeting. WHEREAS, the VBOA has convened a closed
meeting on this date pursuant to an affirmative recorded vote and in accordance with the provision of the
Virginia Freedom of Information Act; and WHEREAS, § 2.2-3712.A of the Code of Virginia requires a
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Board Meeting
February 22, 2017
Draft/Unapproved minutes

certification by this Board that such closed meeting was conducted in conformity with Virginia law;
NOW THEREFORE, BE IT RESOLVED that the VBOA hereby certifies that, to the best of each
member’s knowledge, (i) only public business matters lawfully exempted from open meeting
requirements by Virginia law were discussed in the closed meeting to which this certification resolution
applies and (i) only such public business matters as were identified in the motion convening the closed
meeting were heard, discussed or considered by the VBOA,

CALL FOR VOTE:

James M. “Jim” Holland, CPA - Aye
Matthew P. Bosher, Esq. ~ Aye

D. Brian Carson, CPA — Aye

Susan Quaintance Ferguson, CPA - Aye
Andrea M. Kilmer, CPA — Aye S
Stephanie S. Saunders, CPA ~ Aye T
Laurie A. Warwick, CPA — Aye o

VOTE:
Ayes: Seven (7)
Nays: None

The following actions were t'"éﬂ('éh. "as::é*result of the closed session:

Case #2016-0009E (Jewe!l and Allen)

Upon a motion by Ms. Saunders and du]y seconded the members voted unanimously to accept the item
due under the consent: order as presented

CALL FOR VOTE: T
James M. “Jim” Holland, CPA: "_Aye
Matthew P. Bosher, Esq. — Aye

D. Brian Carson, CPA — Aye
Susan Quaintance Ferguson, CPA — Aye
Andrea M. Kilmer, CPA - Aye
Stephanie S. Saunders, CPA Aye
Laurie A. Warwick, CPA - Aye

VOTE:
Ayes: Seven (7)
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February 22, 2017
Draft/Unapproved minutes

Nays: None

Case #2016-0018U (Saunders and Ferguson)

Upon a motion by Mr. Carson, and duly seconded, the members voted unammously to approve the
consent order as presented.

CALL FOR VOTE:

James M. “Jim” Holland, CPA — Aye
Matthew P. Bosher, Esq. - Aye

D. Brian Carson, CPA — Aye

Susan Quaintance Ferguson, CPA — Aye
Andrea M. Kilmer, CPA - Aye
Stephanie S. Saunders, CPA ~ Aye
Laurie A. Warwick, CPA — Aye

VOTE:
Ayes: Seven (7)
Nays: None

Case #2016-0020U (Saunders and Ferguson)

Upon a motion by Mr. Carson
consent order as presented:

. and duly seconded, the members voted unanimously to approve the

CALL FOR VOTIE: .. g
James M. “Jim® Holland CPA —
Matthew.P. Bosher, Esq ye
D. Brian'Carson, CPA — Aye .
Susan Quaintance Ferguson, CPA — Aye =
Andrea M. Kilmer, CPA — Aye "
Stephanie S. Saunders, CPA — Aye

Laurie A. Warwick, CPA Aye

Ave

VOTE:
Ayes: Seven (7)
Nays: None

Case #2016-0018E (Bradshaw and Allen)

Page 7 of 8




VIRGINIA BOARD

;f |OF ACCOUNTANCY

Board Meeting
February 22, 2017
Draft/Unapproved minutes

Upon a motion by Ms. Saunders, and duly seconded, the members voted unanimously to table their
decision pending further discussion,

Mr. Holland, Ms. Kilmer and Ms. Warwick were not present and did not participate in the closed
discussion.

CALL FOR VOTE:

Matthew P. Bosher, Esq. - Aye

D. Brian Carson, CPA — Aye

Susan Quaintance Ferguson, CPA — Aye
Stephanie S. Saunders, CPA — Aye

VOTE:
Ayes: Four (4)
Nays: None

ADJOURNMENT

There being no further business before the VBOA, upon a motion by Mr,.Bbsher and duly seconded, the
meeting was adjourned by unanimous vote at 2:00'p.m, ‘Fhe members-voting AYE were Mr. Holland, Mr.
Bosher, Mr. Carson, Ms. Fergnson; Ms. Kilmer, Ms; Saunders and Ms. Warwick.

. APPROVED:

‘James M. “Jim” Holland, CPA, Chair

COPY TESTE:

Wade A. Je\.‘.’.éﬂ.sﬁ.f.il'“?Cl.l‘[iw: Dire;ﬁt::Or
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Virginia Society of
Certified Public
Accountants

March 30, 2017

James M. Holland, CPA

Chair, Virginia Board of Accountancy
9960 Mayland Drive, Suite 402
Richmond, VA 23233

Dear Mr. Holland:

The Executive Cammittee of the Virginia Society of CPAs (VSCPA) has reviewed the Virginia Board of
Accountancy’'s (VBOA) proposed revisions to the guidelines related to penalties for continuing
professional education (CPE) violations. We understand these guidelines are intended to be used as staff
guidance in offering consent orders for CPE violations, a responsibility the VBOA has delegated to the
VBOA's Enforcement Division staff. Since these revised guidelines will influence how the VBOA interacts
with our members, we are providing the following comments for consideration.

First, what constitutes an offense is not clearly defined in these guidelines. Specifically, it is unclear
whether the penalties associated with second and third offenses assume that the prior offense was the
same deficiency or if any deficiency would result in a second/third offense penalty being applied upon a
subsequent deficiency. This should be clarified for transparency purposes.

Second, it is unclear whether the compounding penalties identified in Section IIl may also be applied as
standalone penalties. It may be appropriate to separate this section into one for penalties that can be
applied as compounding or standalone and a separate section for penalties that would only be applied as
compounding penalties.

Third, we are concerned about the deficiency related to false certifications on renewal applications.
Specifically, while we understand that the VBOA rarely denies education submitted for CPE as long as
appropriate documentation is provided, the possibility that this could happen still exists. Because the
VBOA does not approve CPE providers or classes prior to an audit of a licensee, this could put a licensee
in the position of believing they are fully in compliance when they may not be. Additionally, this penalty
could discourage self-reporting if a licensee discovers that they are short CPE after renewing. We
recommend revisiting the inclusion of this penalty in self-reporting situations and situations where the
licensee made a good faith effort to be in compliance with CPE requirements.

Fourth, there are penalties for both failing to respond within 30 days and failing to update contact
information within 30 days. It seems unlikely that it would come the VBOA's attention that a licensee
failed to update his contact information timely unless there was also a failure to respond within 30 days.
Staff has indicated that these two penalties would not be applied together, but that is not articulated in the
current draft of the penalties. Additionally, it seems excessive to penalize someone for failing to update
their contact information when that would most likely only come to light in situations where an additional
punishable offense was committed. We recommend removing this penalty for failure to update contact
information within 30 days entirely.

We recognize that these guidelines are intended to be used for consent orders and that licensees still
have the right to reject the consent order and request additional consideration and review. However, we
are concerned that a licensee may not fully understand the process and may sign the consent order
without being aware that there are other options. Therefore, we feel the aforementioned clarifications and
maodifications are important to ensuring that reasonable and appropriate penalties are applied for most
situations from the outset.

4309 Cox Road

Glen Allen, VA 23060
p (8C4) 270-5344
f(804) 2731741
vscpa@vscpa.com

Www . VSCpa,Com




We sincerely thank you for the opportunity to comment on this issue of importance to Virginia CPAs, and
we appreciate your consideration of our concerns. If you have questions or would like to discuss any of
these comments further, please fee! free to contact me or VSCPA Vice President of Advocacy Emily
Walker at (804) 612-9428 or gwalker@vscpa.com.

Sincerely,

ety e . .
© \_\>~>& R »-Q"““r e ._..’”\..\.\‘\ *_‘J ‘Q:i
iy

Stephanie Peters, CAE
President & CEO
Virginia Society of CPAs




Month Day, Year

BY FIRST CLASS, BY CERTIFIED MAIL
(XXXX XXXX XXXX XXXX XXXX) RETURN RECEIPT REQUESTED and BY
EMAIL (example@example.com])

Full Name
Street Address
City, State XXXX

Re: File No. 20XX-XXX-XXXC
Dear Mr./Ms. Last Name:

Thank you for your recent communication regarding the Virginia Board
of Accountancy’s (“the Board”) continuing professional education (“CPE”)
requirements for the reporting period of [list years].

As stated in the communications with you, you failed to [list specific
deficiencies]. Your failure to comply with Board regulation 18VAC5-22-90
also raises the inference that you made false certifications to the Board on
your renewal application(s}].

The Board requires licensees who are CPE deficient to take one of the
following actions:

1. You have been offered a Consent Order (enclosed) relating to the
specific deficiencies and ethical violations to settle this matter.
Your acceptance of the proposed Consent Order must be received
by the Board on or before [d 2 weeks out]. To accept the
proposed Consent Order, you must sign and return to the Board
office all pages of the enclosed original Consent Order. Legal
advice may be sought if you so desire prior to signing the
proposed Consent Order.

Page 1 of 2




Last Name, First Name Middle Name
20XX-XXX-XXXC
Page 2 of 2

2. If you choose not to sign the Consent Order, you may request an Informal Fact-
Finding (“IFF”) Conference, which will result in a final case decision by the ful

Board. You must notify the Board on_or before [date 2 weeks out] if you would

like an IFF Conference.

3. If you choose not to sign the Consent Order, you may voluntarily surrender your
license. Please note that if you ever wish to reinstate your CPA license, you must
address the CPE deficiency if reinstatement is requested in the future. A permanent
'stop code’ is placed on your record for CPE non-compliance, and this information is
reported to any organization should verification of your license be requested. You
must notify the Board on or re [date 2 weeks out] if you would like to
voluntarily surrender your license.

If you fail to take any action regarding the proposed Consent Order, the Board’s
Enforcement Division will schedule an IFF Conference to be held.

Submission and Payment Instructions:
The signed and notarized Consent Order must be returned to the address below.

CPE certificates of completion must be submitted electronically to the Board’s online CPE
tracking system. Submissions of CPE certificates of completion by any other method will be
deemed invalid and may jeopardize the status of your Virginia individual CPA license.

Payments must be made by check, money order, or cashier’s check:
¢ made payable to “Treasurer of Virginia”;
e containing the file number in the Memo line; and
+ mailed to:
Virginia Board of Accountancy
ATTN: Enforcement Division
9960 Mayland Drive, Suite 402
Henrico, Virginia 23233

Should you have any questions, or require any additional information regarding the above-
referenced proceedings, please contact me by telephone at 804-367-XXXX, by e-mail at
firstname.lastname@boa.virginia.gov, or by regular mail at the address referenced above.
Sincerely,

Name

Titte

Enclosure




COMMONWEALTH OF
VIRGINIA
/ AR

VIRGINIA BOARD OF ACCOUNTANCY

DISCIPLINARY GUIDELINES

ProroOSED FIRST EDITION AS OF APRIL 17, 2017

DRAFT - Proposed First Edition as of April 17, 2017 - Page 1 of 3 - DRAFT




I. STATEMENT OF INTENT

11

To assist in the efficient, effective, and fair resolution of disciplinary cases, these
guidelines have been provided to the Virginia Board of Accountancy’s (“the Board”}
Enforcement Committee. Review of similar cases and consequences of previously
adjudicated cases should also be utilized by the Enforcement Committee in determining
the appropriate disciplinary outcomes.

These guidelines are intended as a supplement to the Board’s adjudication manual.

AGGRAVATION OF PENALTY

The following are among aggravating circumstances to be considered by the
Enforcement Committee in providing penalties in proposed decisions:

a0 oW

Nature and severity of the violation(s)

Number of years over which the violation(s) occurred

Number of violations

Evidence that a violation was knowingly committed and/or was premeditated
Evidence that the Respondent knew or should have known that his or her
actions could harm the Complainant, his or her clients, or the public

Evidence that the Respondent took advantage of the Complainant, his or her
clients, or the public for personal gain, especially if the Respondent was able to
take advantage due to the ignorance, impairment, age, or lack of sophistication of
the injured party

Potential past impact or possible future impact to the public based on
violation(s)

Known past impact or harm to Complainants or other parties

Net income derived over time generated from violation(s) as a present value
calculation

Lack 'o'ficredibility of the Respondent’s statements, testimony, documentation, or
other evidence provided in the course of investigation

Misrepresentations, deceit, or fraud by the Respondent in answering Board
inquiries

Lack of cooperation and timeliness by the Respondent in providing information
and responding to Board inquiries

Respondent’s disciplinary history with the Board or any other jurisdiction,
particularly where prior discipline has occurred for the same or similar
violation(s)

Respondent’s failure to comply with prior disciplinary actions

DRAFT - Proposed First Edition as of April 17, 2017 - Page 2 of 3 - DRAFT




IILMITIGATION OF PENALTY

The following are among mitigating circumstances that may be taken into account by
the Enforcement Committee in providing penalties in proposed decisions:

SR

Self-reporting of violation(s)

Lack of previous disciplinary history in this or any other jurisdiction
Demonstration of remorse by the Respondent

Timeliness of remedial actions by the Respondent to correct any violation upon
notice E

Acceptance of responsibility for compliance with the accountancy statutes
and/or regulations and violation(s) thereof

Demonstration of corrective action to prevent reoccurrence

Passage of considerable time since an act of professional misconduct occurred
with no evidence of recurrence or evidence of any other professional misconduct
If violation(s) involved multiple Respondents, the relative degree of culpability
of the subject Respondent should be considered

Degree of financial hardship incurred by the Respondent as a result of the
imposition of penalties or of the suspension or revocation of licensure

IV.REHABILITATION CRITERIA

When considering the denial of a license, the suspension or revocation of a license or
reinstatement of a revoked or suspended license, the Board, in evaluating the
rehabilitation of the Respondent and his or her present eligibility for a license, will
consider the following criteria: -

a.
b.

~Nature and sevérity of the act(s} or offense(s)
Criminal record and evidence of any act(s) committed subsequent to the act(s)

or offense(s) under consideration that could also be considered as grounds for
denial, suspension, or revocation

The time that has elapsed since commission of the act(s) or offense(s) referred
to above

The extent to which the Respondent has complied with any terms of parole,
probation, restitution, or any other sanctions lawfully imposed against the
Respondent

If applicable, evidence of expungement proceedings or restoration of civil rights
Evidence, if any, of rehabilitation submitted by the Respondent

DRAFT - Proposed First Edition as of April 17, 2017 - Page 3 of 3 - DRAFT




L VIRGINIA BOARI
§ OF ACCOUNTANC

June 30, 2015

§§ 54.1-4409.2 and 54.1-4413.2 of the Code of Virginia and Board Regulations
18VAC5-22-90 and 18VACK-22-140

Specific CPE requirements of the Board are listed in the authority sections namedabove.
This poiicy details the CPE guidelines approved by the Board.

General guidelines

Board Regulation 18VAC5-22-90 requires licensees who are not currently performing
any services and who resume providing services to the public or to an employer to first
obtain at least 120 hours of CPE prior to providing those services. The 120 hours must
include a two-hour Virginia-Specific Ethics Course (an annual requirement - see below).

The Board recognizes that 50 minutes of CPE participation equals one hour of CPE credit.
One semester hour of credit for courses at an accredited college or university constitutes
15 hours of CPE and one quarter-hour of credit constitutes 10 hours of CPE.

CPE requirements may be adjusted depending upon when a Virginia CPA begins or ceases
to provide services to the public or to an employer in accordance with Board Regulation
18VAC5-22-90. Specific questions may be addressed by contacting the Virginia Board of

Accountancy.

Virginia-Specific Ethics Course

The VBOA requires that all licensees providing services to the public or to an employer
complete on an annual basis a Virginia-Specific Ethics Course that complies with Board
Regulation 18VAC5-22-90. The two-hour Virginia-Specific Ethics Course is a separate and
distinct annual requirement from the one-time American Institute of Certified Public
Accountants ethics course needed for initial licensure.

Virginia licensees must complete the required annual ethics course no later thanJanuary
31 of each year to meet the previous calendar-year requirement. Therefore, no sponsor
may provide the annual ethics course later than January 31 for the previous calendar year.

The Board has approved the Virginia Society of CPAs as the only provider of content/
material for the Virginia-Specific Ethics Course. The ethics course content/material must
follow an annual ocutline approved by the Board.

The course must be instructor-led but may be presented in a variety of different formats
including, but not limited to, live seminars, conference sessions, online self-study
presented by an instructor, live webcast and webcast replays, on-demand webcast and
in-house training,

it is the licensee’s responsibility to ensure that sponsors providing the Virginia-Specific
page 1 of 5
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Ethics Course are listed on the Board's website as an approved provider of this course.

Licensees must also ensure that sponsors provide a certificate of completion or some
other form of documentation that includes the sponsor’s name, participant’s name,
course/content name, date taken and CPE hours earned.

If the licensee is not satisfied with the content of the course or the instructor, the
licensee is encouraged to contact the YBOA. Licensees will not be granted CPE credit for
completing a Virginia-Specific Ethics Course from a non-approved sponsor.

Qualifying CPE (excluding the Virginia-Specific Ethics Course)

It is the intent of the VBOA that all CPE (1) meet the requirements of Board Regulations
18VAC5-22-90 and 18VAC5-22-140; (2) provide course content pertinent to the
profession; and {3) assist the licensee in becoming a better accounting professional. The
VBOA accepts CPE obtained through a variety of forums, providing that the licensee is
able to demonstrate that learning objectives were met,

A variety of continuing professional education is acceptable, including:

* Attending a seminar or educational conference: Instructors must have up-to-date
knowledge of the subject matter and use appropriate teaching materials, Attendance
should be monitored in a manner that can be verified by the VBOA.

* Earning course credit at an accredited coilege or university.

* Completing a self-study course: Licensee must be able to demonstrate that learning
objectives were met.

* Making a presentation: The licensee may present at a professional seminar,
educational conference or classroom setting, provided that up-to-date knowledge of
the subject matter is demonstrated and appropriate teaching materials are used.

* Producing written materials: The topic must be relevant to CPAs providing services
to the public or an employer. The material is formally reviewed by an independent
party and must be published in a book, magazine or similar publication.

+ Additional Board approved CPE: The Board has approved CPE credit for passing
specific exams {in the year passed), without a certificate of completion indicating
CPE hours earned, not to exceed a total of 60 hours over a three-year rolling period.
The listing of approved exams can be found on the Board’s website under“Qualifying
CPE.”

The Board will determine on a case-by-case basis the acceptability of other forms of CPE.

The VBOA has restrictions on the CPE hours a licensee may regard as valid:

» Repeat presentations may not be counted as additional CPE.

*» During each three-year period, a maximum of 30 hours for preparing and making
presentations is allowable.

* One semester-hour of credit for courses at an accredited college or university

constitutes 15 hours of CPE and one quarter-hour of credit constitutes 10 hours of CPE,
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The Board has also approved that Continuing Education (CE), Continuing Education Units
(CEU), Continuing Legal Education (CLE), Continuing Medical Education (CME), Quality
Assurance Service (QAS) and semester and quarter-hour credits are acceptable as CPE
credits.

The VBOA does not currently require licensees to obtain CPE from specific or approved
sponsors {excluding the Virginia-Specific Ethics Course).

In addition, pursuant to Board Regulation 18VAC5-22-140, individuals who release or
authorize the release of reports on attest or compilation services provided for persons
or entities located in Virginia must obtain on an annual basis a minimum of eight hours
of CPE related to attest or compilation services.

CPE reporting period

The VBOA uses a roiling three calendar-year period to determine CPE compliance. This
period includes the three calendar-years prior to the current calendar-year. For example,
if asked by the VBOA to produce evidence of CPE compliance, submit such evidence for
the three calendar-years prior to the current calendar-year.

CPE compliance reviews

On a monthly basis the VBOA randomly selects licensed CPAs in Virginia for CPE
compliance. The VBOA will notify licensees selected for a CPE compliance review. If
selected, licensees will be required to submit acceptable CPE documentation to verify
compliance through a means determined by the Board, As & function of this CPE review
process, licensees may be required to provide additional documentation as requested by
the VBOA 1o support compliance.

In addition to the random selection process, licensed CPAs in Virginia will also be
selected for a CPE compliance review as a component of any open investigation
{enforcement case), or in situations where the VBOA believes that a CPE compliance
review is warranted.

Licensees should not submit CPE documentation during the annual renewal process
untess specifically asked to by the VBOA. However, CPE documentation must be retained
for the three calendar-years preceding the current calendar-year,

CPE documentation requirements

Required documentation can generally be satisfied by providing:

* Certificates of completion or some other form of documentation from the CPE
sponsor(s) including the sponsor(s)’ name, participant’s name, course/content
name, date taken, and CPE hoursearned.

« Official transcript of the college or university for earning course credit at an
accredited college oruniversity.

» Syllabus/agenda and signed statement indicating the length of the presentation
when making a presentation.

» Copy of published article, book or written material {or proof of publication)when
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producing written material relevant to CPAs who provide services to the public orto an
employer.

The VBOA has restrictions on the types of documentation it regards as acceptable. The
VBOA will not accept receipts, registration confirmations, canceled checks, outlines,
PowerPoint presentations or sign-in sheets, ete., as valid CPE documentation.

The VBOA will determine on a case-by-case basis whether other forums are acceptable for
CPE credit.

For a complete summary of CPE accepted by the VBOA, see Board Regulation
18VACS5-22-90F.

Retention requirements for CPE documentation
Licensees must retain CPE documentation for the three-four calendar-years
preceding the current calendar-year,

CPE violations

As the resuit of a CPE compliance review, the VBOA may find that a licensee has violated
the CPE requirements during the reporting period. In such cases enforcement action
may be taken and the licensee will generally be offered a consent agreement and be
subject to disciplinary action.

For a complete summary of CPE accepted by the VBOA, see Board Regulation
18VACSE-22-90F.

A licensee may also determine on their own (outside of the CPE compliance review
programj} that they are deficient in CPE for a specific reporting period. The licensee
should notify the VBOA immediately when it is determined that a CPE deficiency has
occurred.

In accordance with Board Regulation 18VAC5-22-90H, depending on the facts and
circumstances, the VBOA may waive all or part of the CPE reguirement for one or more
calendar-years or grant additional time for complying with the CPE requirement, provided
that the waiver or deferral is in the public interest. However, requests for a waiver or a
deferral must generally be received in advance of the deadline for CPE completion. It is
the policy of the VBOA that such waivers or deferrals generally be considered only in
situations resulting from extreme medical hardship or active military deployment.
Requests for a waiver or deferral made under this section will be considered on a case-
by-case basis. Such approvals are rare.

CPE FAQs

This Board potlicy was reviewed on June 30, 2015.

This Board policy replaces Board Policy #4 effective April 30,2015,
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DISCUSSION REGARDING REPEAL OF VA. CODE § 54.1-4413.2(B)

BACKGROUND: Currently, Va. Code § 54.1-4413.2(A)-(B) reads as follows:

A. A Virginia license shall provide its holder with a 12-month privilege to use the CPA title in
Virginia or provide attest services, compilation services, and financial statement preparation
services to persons and entities located in Virginia.

B. The person or firm holding the license shall have an additional 12-month period after the
expiration of a license to renew the license.

1. The Board may prescribe renewal fees and requirements that increase based on the
amount of time the person or firm allows to elapse before applying for renewal.

2. During the additional 12-month period, the person or firm shall be considered to hold
a Virginia license.

Effective July 1, 2017, subsection B above is repealed.

QUESTIONS:

1

For those people who currently hold “Active-Renewal Fee Delinquent” statuses, will their status
automatically flip to “Expired” on July 1, 20177 Or since they were already in that “additional 12-
month period,” does that whole 12-month period have to run out before they go to "Expired”
status?

Can the Board grant additional time to renew {but not to practice) (a) by practice, (b) by policy,
or (c) by regulation?

If the Board is capable of creating a grace period or granting additional time to renew, what
license status would a person have from the expiration date of the license to the end of the
grace period/additional time?

Can the Board (a) by practice, {b) by policy, or {c) by regulation define a license’s term as
between July 15 and June 30™? Or can this only be achieved by a statute change?

(The following guestions assume a uniform renewal date is in place with no changes made to Va,
Code § 54.1-4413.2{A)k:

a. If alicensee who fails to timely renew applies for and is granted reinstatement, would
the license be good through June 30™ {which may be less than 12 months) or would the
reinstated license be good for 12 months (resulting in them no longer being on the
uniform renewat cycle)?

b. If an applicant for initial licensure is granted a license in any month other than July,
would the license be good through June 30t (which may be less than 12 months) or
would the reinstated license be good for 12 months (resuiting in them no longer being
on the uniform renewal cycle}?

c. Can any licensing applicant agree to—as part of the application—receiving a license that
is good for less than 12 months so we can keep them on the uniform renewal cycle?
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Background

In February 2016, the American Institute of CPAs (AICPA) released a discussion paper to state
CPA saciety {society) CEOs to solicit input on the evolution of peer review administration of the
AICPA Peer Review Program (Program), with a companion paper sent to state boards of
accountancy (boards) in July. The evolution of peer review administration is part of the AICPA’s
Enhancing Audit Quality (EAQ) initiative, with the objective to ultimately improve audit
performance by increasing consistency, efficiency and effectiveness of Program administration.

The February paper proposed a model for a peer review administering entity (AE) of the future,
specifying various criteria, including a required number of AEs, specific staffing
requirements/qualifications, structural requirements for Peer Review Committees (Committees)
and Report Acceptance Bodies (RABs) and the administration of a minimum of 1,000 peer
reviews annually. The model demonstrated one potential way in which the consistency,
efficiency and effectiveness in the administration of peer review could be increased, resulting in
improved audit performance by practitioners.

The discussion paper and its companion paper to the boards generated significant discussion
and response, including formal comment letters from 30 societies and 25 boards. The
overwhelming majority of respondents agreed inconsistencies exist among AEs and the
administration model needs to change. Most respondents agreed a reduction in the number of
AEs would improve consistency.

In addition, stakeholders submitted ideas on how best to achieve the stated objective including
several alternatives to the model. A group of society staff leadership and AICPA staff carefully
considered these alternatives, and agreed that a model using modified staffing
requirements/qualifications and specific performance benchmarks could most effectively
achieve the objective. In addition, the Planning Task Force of the AICPA’s Peer Review Board
(PRB) provided additional input while concurring with the approach as a whole. Based on this
feedback, the model has been revised to eliminate the required number of AEs, the
requirement to administer a minimum of 1,000 reviews annually and many of the AE
staffing requirements.

Proposed Benchmark Model

The most common suggestion for the evolution of peer review administration was to allow
existing, effective AEs that operate in full accordance with Program Standards and guidance, to
continue administering the Program, without consideration given to the number of peer reviews
administered, and to discontinue administration by poor performing AEs. Many respondents
indicated they believed their AE was operating effectively because they were unaware of any
evidence to the contrary. Accordingly, the model proposed in this paper requires AEs to
meet specific benchmarks, diligently monitored by the AICPA, and increases
transparency of AE performance.

Under this model, AEs that choose to continue administering peer reviews must meet specific
benchmarks, which include qualitative, objective and measurable criteria. AEs will be evaluated
based upon whether they consistently meet these benchmarks. AE performance will be made
transparent through new reporting requirements to various stakeholders, such as society CEOs
and boards, as appropriate. If this approach is undertaken, the specific benchmarks illustrated in
this paper are subject to changes and approval by the PRB, and may be modified over time due
to advances in technology and other factors.




Inconsistencies in administrative processes and report acceptance have been identified by PRB
Oversight Task Force (OTF) members and AICPA staff through RAB observations, AE oversight
visits and other processes. These inconsistencies, though communicated only to the AE in the
past, resulted in peer reviews being administered untimely and with results not in compliance
with the Program. The proposed benchmarks have been developed by identifying how to:
Minimize the inconsistencies
¢ Increase the probability that individuals with the appropriate knowledge, experience and
skepticism perform and give adequate consideration to technical reviews and the RAB
process, and
¢ Optimize the peer review process so firms can meet their licensing requirements
efficiently

Two Important Criteria Retained and Modified

Two key criteria from the original proposed model are included, though slightly modified, in this
revised proposal related to staffing and Technical Reviewer requirements.

1) Staffing: Ultimately, the society CEOQ is responsible for determining the necessary
staffing and hiring appropriately gualified individuals.

Though the primary focus of the proposed model is the achievement of identified
benchmarks, each AE will be required to have at least one CPA employed on staff, who
is actively engaged, knowiedgeable about the Program Standards and administrative
requirements and processes, and has the authority and sufficient knowledge to identify
and correct inadequate performance of an administrator or technical reviewer. If the AE
administers for more than one state, the CPA staff member must be employed fuli-time.
This individual should
» Be fully committed to the objectives of the Program and its administration and
have the moral courage to chalienge Committees/RABs, when necessary
Conduct monitoring procedures and present results to the society CEQ
+ Be responsible for day to day operations of the Program, which allows continuity
and a backup plan

2} Technical Reviewer Requirements: Based on stakeholder feedback the requirement for
a full-time technical reviewer to be employed on staff has been removed. Additionally,
the requirement that all working papers be evaluated as a part of the technical review
has been removed. However, there will be a change in process in that administrators will
make ali peer review working papers available to the technical reviewer who will be
required to take a risk-based approach in determining which working papers should be
evaluated during the technical review. In addition, the requirement for the technical
reviewer to be present during RAB meetings has been retained.

Failure to Meet Benchmarks

If performance benchmarks are not met, a society (or organization) will lose its ability to be an
AE. The OTF and AICPA staff will monitor AE compliance through reports generated from the
new peer review software program faunching in 2017, Peer Review Integrated Management
Application (PRIMA), observations of Committee and RAB meetings and AE oversight visits. If
an AE fails to meet the benchmarks and appropriate, timely remediation is not achieved, the




PRB will rescind the AE’s ability to administer the Program. Fair procedures will be developed
and followed to determine the appropriate remediation and, if necessary, termination.

Benchmarks

Benchmarks fall into three categories: administrator, technical reviewer and Committee/RAB.
AEs will be required to develop policies and procedures to address how the AE will comply with
the benchmarks. These policies and procedures will become part of each AE’s annual Plan of
Administration (POA). The POA is a document outlining operational details as to how the AE will
implement the Program under Program Standards and is subject to annual approval by the
PRB.

In addition, each AE will be required to deveiop and disclose in its POA its policies and
procedures designed to mitigate the familiarity threat that exists among Committees/RABS,
technical reviewers, peer reviewers, and firms subject to review, based on the AE's particular
circumstances. Such procedures may include one or more of the following (not all inclusive):
» Redacting identifying information about firm and/or peer reviewers from documents
presented to RAB
Arranging for the acceptance of its committee members’ peer reviews by another AE
Arranging for the acceptance of its high-volume reviewers’ reviews by another AE
Arranging for RAB members or specialists from other states to participate in RABs
Engaging qualified individuals from another state to perform all technical reviews

In addition to the policies and procedures designed to mitigate the familiarity threat developed
by each AE, all committee and RAB members will annually be required to: (1) participate in
guided discussion which will emphasize the importance of maintaining objectivity and the
appropriate level of skepticism, and (2) sign confirmations indicating their agreement to comply
with Program Standards and maintain objectivity and an appropriate levei of skepticism.

For each AE, the applicable society CEO(s) will be accountable for the peer review
administrative process under his/her organization’s responsibility. Accordingly, the CEQ will be
responsibie for:

» Determining the necessary staffing

« Hiring appropriately qualified individuals

* Monitoring compliance with the benchmarks, and

* Signing the POA, agreeing to the responsibilities outlined above

See Exhibit 1 for descriptions of proposed benchmarks.
Benchmark Violations and Fair Procedures

i an AE fails to meet the required benchmarks, fair procedures will be followed to determine the
appropriate remediation, or depending on the significance of the benchmarks not achieved,
termination. The fair procedures developed will provide the AE an opportunity to remedy the
situation(s) that created the violation(s), with disqualification as an AE resulting only from a
failure to remediate to acceptable levels of performance. When remediation is required, the
individual within the AE responsible for the Program should immediately take required actions,
and the society CEQ should oversee the remediation.




Violations will fall into one of two categories: egregicus and non-egregious, with both types of
violations resulting in required remediation and appropriate transparency to stakeholders. A
pattern of non-egregious violations will result in additional oversight, with failure to remediate
causing the AE to move into “probation.” Egregious violations will cause immediate “probation,”
with the AE incurring the cost of external oversight during remediation.

Exhibit 2 provides a flow chart and an illustrated example of fair procedures. The fair procedures
will be fully developed and shared with all stakeholders, including the costs to the AE for
remediation and probationary activities.

As previously indicated, the specific benchmarks illustrated in this paper are subject to changes
and approval by the PRB, including the determination of which benchmark violations are
considered egregious. Below are examples of proposed egregious benchmark violations which
will cause an AE to move into probation:

* Late submission of the Annual POA (or not including all required information) by due
date (note that the PRB is currently considering revising the due date of the Annual POA
to a time where submission of complete information is reasonably achievable)

* Not completing the required annual minimum number of oversights by the due date (note
that, similar to the consideration noted above for the Annual POA, the PRB is currently
considering the date by which all oversights must be completed.)

» Not addressing reviewer performance issues timely

+ Technical reviewer and Committee/RAB members not applying appropriate levei of
objectivity and skepticism (familiarity threat)

» Receiving repeat comments in a RAB observation report from the immediate preceding
report

+ Releasing confidential peer review information to an external party without written
permission from firm

» Sending over 15% of required communications late

* RABs accepting reviews without the presence of members who have appropriate
experience/expertise or a quorum

* Not performing administrative oversight
RAB consistently deferring or delaying over 10% of reviews

+ Not engaging/using technical reviewers who possess appropriate experience, training or
expertise

* Technical reviewers not present at RAB meetings

¢ Not structuring and scheduling RAB meetings appropriately

+ Not responding timely to requests from the OTF or AICPA staff

State Board Oversight

While this paper does not propose a separate set of board oversight benchmarks, such
oversight will continue to be a critical component of the Program’s administration. The
proposed mode! will not be effective without external oversight such as that performed by board-
appointed Peer Review Oversight Committees (PROCs). We will continue to work closely with
the National Association of State Boards of Accountancy {(NASBA) and boards to support an
effective PROC process. We will aiso continue our collaboration with NASBA's Compliance
Assurance Committee (CAC) to discuss and develop appropriate oversight procedures.




in addition, we will create a panel of board executive directors as an additional channel of input
for administrative matters. Through this model, we will provide an additional avenue of
discussion regarding AE administration and other peer review matters.

Stakeholder Feedback Requested by June 30, 2017

Feedback is integral to the evolution of peer review administration. The AICPA is requesting
your feedback of this proposed model and the benchmark criteria for AEs of the future. All input
will be considered and will shape the final plan. The intent is to communicate a final plan, along
with a transition process, by August 31, 2017.

Please consider the following questions when formulating your response.

» Considering the benchmark criteria presented, what changes do you believe will best
increase consistency and audit quality in the peer review administration process?

+ What suggestions do you have to help mitigate familiarity threats to the process?
Are there proposals within this paper that are not feasible? If so, what suggestions do
you have for otherwise meeting the objective of increasing consistency, efficiency and
effectiveness of Program administration?

+ Considering the benchmark criteria presented, would any new criteria be unreasonable
to implement by May 1, 20187

s Are there additional benchmark criteria that should be included?

* Are there aspects discussed within the paper that need further clarification?

If you have concerns about aspects of the proposed plan, please share alternative suggestions
for meeting the quality initiative.

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 prsupport@aicpa.orqg, and are requested by June 30, 2017.

Thank you in advance for your thoughtful consideration of the issues facing Peer Review
administration, and your commitment to enhancing audit quality throughout the profession.




Exhibit 1 - Benchmarks

The foliowing are proposed performance benchmarks for which each AE will be held
accountable. All benchmarks in this paper are illustrative and are subject to modification and
approval by the PRB. The OTF and AICPA staff will monitor compliance utilizing PRIMA,
observations of Committee and RAB meetings and AE oversight visits.

Some benchmarks may require changes to guidance and others may be revised as PRIMA is
implemented during 2017. Current benchmarks will be monitored upon approval of the concept.
Certain benchmarks are currently implied and thus expected to be currently met, and guidance
will be changed such that they will be explicitly required. Benchmarks that are not currently
implied or required wili be phased in, with all benchmarks effective by May 1, 2018.

Administrator Benchmarks:

Current Requirements

+ Enter committee decision for reviews when acceptance has been delayed or
deferred and send letters within two weeks of RAB meetings

* Submit complete annual POA by due date, including completion of all
requirements

» Select appropriate reviews for oversight based on written criteria in the policies
and procedures, which considers risks associated with both the reviewer and the
firm

« Ensure the minimum number of oversights and the related criteria are met and
performed throughout the year

¢ Send overdue letters and other communications when appropriate as required by
guidance

» Make appropriate decisions on exceptions (e.g. extensions, team members, off-
site reviews, etc.}) and maintain support for exceptions

+ Perform the reviewer resume verification process timely and in accordance with
the Oversight Handbook

s Follow the documentation retention criteria peolicy established within
Interpretation 25-1

Implied Requirements
+ Comply with confidentiality requirements of the Program and the boards for the
states the AE administers; this includes:
o Establish internal confidentiality procedures
o Communicate the policies and procedures to all parties involved in the
peer review administration process
o Observe that the policies and procedures are foliowed
+ Complete administration checklist and record working papers received {within
four business days of receipt)
« Fully implement recommendations from RAB observations in a timely manner
upon receipt of the report
¢ Fully implement recommendations from RAB observations such that no
comments are repeated in subsequent observations
¢ Provide RAB materials electronically to RAB members one week in advance of
RAB mestings
¢ Respond timely to requests from the OTF or AICPA staff




New Requirements

-

Weekly investigate reviews for which review team composition can’t be approved
Record committee decisions timely in PRIMA after RAB meetings for reviews that
are accepted which will result in documents being uploaded to FSBA

Address the familiarity threat for Committee and RAB composition within the
POA

Technical Reviewer Benchmarks:

Current Requirements

Perform the technical review timely and in accordance with the RAB Handbook
requirements (including applying appropriate levels of objectivity and skepticism)
Recommend reviews or engagements for oversight when appropriate

Implied Requirements

L 2

Limit reviews with open items and missing relevant information from being
included in the RAB package unless RAB consultation necessary (overall over
time, an AE should have less than 10% of its reviews delayed or deferred to
another meeting)

Fully implement recommendations from RAB abservations in a timely manner
upon receipt of the report

Fully implement recommendations from RAB observations such that no
comments are repeated in subsequent observations

Be familiar with guidance issued by the PRB and the board licensure laws for the
states in which the AEs administer peer reviews

Propose due date for corrective actions or implementation plans after discussing
feasibility with the firm in advance of RAB meeting to be included in the RAB
materials

Respond timely to requests from the OTF or AICPA staff

New Requirements

L]

Prepare reviewer feedback forms and letters in advance of RAB meeting to be
included in the RAB materials

Obtain must-select training to perform technical reviews of peer reviews that
have engagements from must-select industries

Be present during RAB meetings in which his/her reviews are presented to
answer RAB member questions to avoid deferrals or delays

Be CPAs

Thoroughly prepare peer reviews for RAB meetings to minimize the number of
reviews that are deferred or delayed accepted subject to missing information

Committee/RAB Benchmarks:

Current Requirements

Conduct RAB meetings with sufficient frequency to meet 120-day rule for
timeliness of presentation of reviews (60-day rule for engagement reviews with
certain criteria)’

' This model does not propose a minimum number of RAB meetings per year.




Structure each meeting’s RAB member composition to include members with
relevant industry experience (regarding must-select engagements)

Ensure each review has a guorum of RAB members to vote on it in accordance
with the RAB Handbook

Be familiar with guidance issued by the PRB

Meet qualifications as established in the RAB Handbook

Read materials prior to the RAB meeting and come prepared to discuss agenda
items

Discuss peer reviews and do not overly rely on the technical reviewer (including
applying appropriate levels of objectivity and skepticism)

Assign corrective actions and implementation plans in the appropriate situations
with due dates that are feasible and will benefit the firm

Issue timely the appropriate level of reviewer feedback that the situation dictates
Shepherd reviews through the completion process timely, including generally not
waiving or extending corrective actions and implementation plans (exception —
hardships)

Perform oversights on firms and reviewers timely in accordance with the
Oversight Handbook and each AE’s own written policies and procedures
Annually evaluate qualifications and competencies of technical reviewer(s)
Perform administrative oversight in accordance with the Oversight Handbook

Implied Requirements

Establish RAB meeting length so that the entire meeting is productive; the length
is appropriate to adequately discuss each peer review given its complexity
{suggestion: conference calls should not be scheduled for more than two hours)
Fully implement recommendations from RAB observations in a timely manner
upon receipt of the report

Fully implement recommendations from RAB observations such that no
comments are repeated in subsequent observations

Respond timely to requests from the OTF or AICPA staff

New Requirements

Schedule RAB meetings no later than two weeks in advance

Establish a written RAB rotation policy regarding RAB composition within the
POA

Ensure an oversight plan is approved by the Committee and is in place by a
required date

Present pertinent facts on each review {(not on the consent agenda) prior to
discussion and voting

All RAB members will formally attest to having read all materials prior to RAB
meeting and will maintain ohjectivity and a professionally skeptical attitude when
considering reviews presented for accepiance.




Exhibit 2 - Fair Procedures

If an AE fails to meet the established benchmarks, fair procedures will be followed. The
anticipated process will include multiple steps, including required remediation and, if
remediation is not successful, termination of the AE’s qualification to administer the Program.

Process Flow:

Steps in Fair Procedures:

Step 1. Increased monitoring performed remotely by AICPA staff. Determination to move to
Step 1 made by AICPA staff, with periodic reporting of activity to the OTF.

« Accelerated RAB observations to include all reviews presented to RAB. (Second RAB
observation to occur no sooner than 30 days after the first.)
o Procedures include reviewing RAB materials, observing the RAB mesting and
preparing the report.
» Monitor status of open reviews monthly during this period.



Step 2: Probation — increased monitoring performed by AICPA staff and/or OTF member at
AE’s expense, which may include on-site oversight at an appropriate hourly rate and
reimbursement of travel expenses. Determination to move to Step 2 made by OTF.

Step 2 Example: Below are activities that may occur with increased monitoring during the
probaticn period. Muitiple activities, including repetitions, may be required, and could cost the
AE anywhere from $10,000 to $40,000. Note, however, that actual hours, rates and resulting
costs may vary greatly.
« RAB meeting observation — procedures include reviewing materials, observing the
meeting and preparing a report to the OTF (time estimate — 5 hours)
» Test AE’s compliance with administrative procedures {time estimate — 4 hours)
Committee meeting observation (time estimate — 4 hours)
» Travel to AE for in-person observation (time estimate — 4 to 10 hours)

Step 3: Referral to hearing panel to determine whether:

» The AE’s gqualification to administer the Program will be terminated (with its
administration transitioned to another AE), or
¢+ The AE wili be allowed to continue to remediate (i.e., return to Step 2).
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Peer Review Oversight Committee
Virginia Board of Accountancy
9960 Mayland Drive, Henrico, VA 23233

Nadia A Rogers, CPA, Chair Delores C. King, CPA  Nicole Kint, CPA  Reza Mahbod, CPA  Steven P. Walls, CPA

April 24, 2017

Members of the Board
Virginia Board of Accountancy
9960 Mayland Drive

Henrico, Virginia 23233

Thank you for the opportunity to provide our feedback regarding the questions posed in the
American Institute of Certified Public Accountants’ (AICPA) discussion paper entitled Proposed
Evolution of Peer Review Administration ~ Revised January 2017. We understand the external
pressure that has been placed on the Peer Review Program as well as the ever-changing nature of
the accounting profession as a whole and fully support improving the consistency and, uitimately,
the quality of the Program.

The revised discussion paper details the aspects of the model proposed in the Evolution of Peer
Review Administration discussion paper and related supplemental paper that have now been
removed and focuses on the aspects that have been modified or created based, largely, on formal
comment letters from 30 societies and 25 boards. Elimination of the following have been detailed
within the revised document: required number of administering entities (AE), the requirement to
administer a minimum of 1,000 reviews annually and many of the AE staffing requirements.
Noteworthy modifications or new requirements detailed in the revised discussion paper are as
follows:
1. Benchmarks
The revised discussion paper details Administrator, Technical Reviewer and Committee/RAB
Benchmarks that each AE must meet to, ultimately, increase transparency regarding its
performance. In the event that the AE does not meet the required benchmarks, the AICPA has
outlined procedures to be followed regarding remediation with the ultimate action being
termination as an AE (depending on whether or not the AE properly remediates in addition to
the significance of the benchmark not achieved).

2. Staffing
The AE Chief Executive Officer (CEO) is ultimately responsible for the staffing and hiring of
qualified individuals. Furthermore, every AE is required to employ a CPA and, those that
administer peer reviews for more than one state, are required to hire the CPA on a full-time
basis. Per the revised discussion paper, this individual should:
¢ Be fully committed to the objectives of the Program and its administration and have the
moral courage to challenge Committee/RABs, when necessary




e Conduct monitoring procedures and present results to the society CEO
¢ Be responsible for day to day operations of the Program, which allows continuity and a
backup plan.

3. Technical Reviewer Requirements
All peer review working papers will be made available to the Technical Reviewer, whom will
utilize a risk-based approach to determine the working papers he/she deems necessary for
review. Additionally, the Technical Reviewer is required to be present at the RAB meetings.

The AICPA poses questions for consideration within the revised discussion paper. Our responses

to those questions are as follows:

1. Considering the benchmark criteria presented, what changes do you believe will best increase
consistency and audii quality in the peer review administration process?
We agree with the proposed model in terms of establishing benchmarks, having the AICPA
perform the monitoring function, requiring results to be reported to various stakeholders and
imposing repercussions for not meeting the benchmarks. Having the same benchmarks and
entity performing the monitoring function across all AEs will strengthen the consistency and
audit quality in the peer review administration process.

2. What suggestions do you have to help mitigate familiarity threals to the process?
We agree with the procedures recommended to reduce the familiarity threat, and strongly
believe that redacting identifying information about the respective firm and/or peer reviewers
from all documents presented to the RAB for each engagement will be most beneficial in
achieving this objective.

3. Are there proposals within this paper that are not feasible? If so, what suggestions do you

have for otherwise meeting the objective of increasing consistency, efficiency and effectiveness
of Program administration?
We have concerns related to the requirement that an AE, such as Virginia whom administers
peer reviews in more than one State, must employ a full-time CPA. While having a CPA on
staff and performing the procedures as outlined in the revised discussion paper would be
valuable, this individual would be removed from practice and, over time, would lose the
practicality, experience and knowledge-driven benefit that it appears the AICPA is striving to
accomplish. Furthermore, we have concerns related to who will then bear the cost of the CPA
and will this cost be transferred to individuals or firms via an increase in its membership fees
or the overall cost of a peer review, respectively.

4. Considering the benchmark criteria presented, would any new criferia be unreasonable to
implement by May 1, 20187
In our letter dated September 30, 2016, we indicated that it was our understanding that, per
discussion with Stephanie Peters, President and CEO of the Virginia Society of Certified
Public Accountants (VSCPA), the VSCPA has expressed that it may no longer be interested in
continuing as Virginia’s AE. At this time, the VSCPA has not yet reached a decision. Based
on the results of the procedures we have petformed, we would like the VSCPA to continue as
our AE, but understand its concerns regarding the level of commitment, conflict of interest
with its members given that the Program seems to have moved away from being educational
and resources needed to be an AE of the future. We will continue to remain in contact with




the VSCPA to understand their ultimate position. In the event that the VSCPA ultimately
decides not to continue as our AE, it may be unreasonable for the new entity to implement the
criteria as proposed in the revised discussion paper by May 1, 2018. Ifthe VSCPA continues
as the AE, we do not believe any new criteria related to the proposed benchmarks would be
unreasonable to implement by May 1, 2018.

3. Adre there additional benchmarks criteria that should be included?
No, we do not believe there are additional benchmark criteria that should be included.

6. Are there aspects discussed within the paper that need further clarification?
The benchmarks identified in Exhibit 1 appear to be qualitative in nature and, as such, we
would like to better understand how these benchmarks will be monitored to ensure consistency
and fairness across all AEs.

Furthermore, in its revised discussion paper, the AICPA acknowledges that the proposed
model will not be effective without external oversight such as that performed by the Peer
Review Oversight Commitiee. We look forward to understanding the oversight benchmarks
that are created with input from the AICPA, the National Association of State Boards of
Accountancy (NASBA), NASBA’s Compliance Assurance Committee and the Virginia Board
of Accountancy. We take our oversight responsibilities very seriously, and are willing to assist
the Board and the profession as a whole in any way possible.

We hope that the above responses are helpful in formulating your response to the AICPA. Ifyou
have any questions, please do not hesitate to et us know. We are happy to serve you in any way
that we can!

Sincerely,

Don Raviow Cvasight Commitree

Peer Review Oversight Committee
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