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South Dakota Board of Accountancy
Minutes of Meeting-Conference Call
June 15, 2016 - 9:00 a.m.

The Board of Accountancy heid a meeting by conference call on Wednesday, June 15, 2016. Chair
David Pummel called the meeting fo order at 9:02 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 CPA Certificates

Proposed Evolution of Peer Review Administration

Board of Examiners Meeting Highlights

Addition to Peer Review

A motion was made by Holly Brunick and seconded by Marty Guindon to approve the agenda. 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 John Linn, Jr. and seconded by John Mitchell to approve the May 2, 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 Jeff Smith and seconded by Marty Guindon to approve the issuance of individual
certificates and firm permits through June 14, 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 Holly Brunick and seconded by Marty
Guindon to approve the financial statements through April 2016. A roll call vote was taken. The motion
unanimously carried. (Linn, Jr.-yea; Mitchell-yea; Guindon.-yea; Smith-yea; Brunick-yea; Pummel-yea)

Executive Director Kasin discussed her report with an update on the new database, NASBA Vice-Chair
nomination, online renewals opening June 15, 2016 and upcoming changes to the Board's audit being
completed this fall.

Aaron Arnold informed the Board that Amber Mulder will be transitioning to Legal Counsel for the Board.

The Board discussed the Exposure Draft on Proposed Changes to the AICPA Standards for Performing
and Reporting on Peer Review; the Proposed Evolution of Peer Review Administration; NASBA’s
Exposure Draft on UAA Amendments to Section 8 and Model Rules Article 5; the Board of Examiners
meeting highlights from May 19-20, 20186; the Board of Directors meeting minutes from January 22, 2016
and meeting highlights from April 29, 2016; and NASBA's Regicnal Director's Focus Questions Executive
Summary and Report.

A motion was made by Marty Guindon and seconded by John Linn, Jr. to enter into executive session for
the deliberative process for peer reviews and a complaint for Board approval. 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 came out of executive session.

A motion was made by Holly Brunick and seconded by Marty Guindon 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; Smith-yea; Brunick-yea; Pummel-yea)

FUTURE MEETING DATES (all times CT)
July 11" — 9 a.m. Conference Cali
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 Mitchell to adjourn the meeting. A roll call
vote was taken. The motion unanimously carried. (Linn, Jr.-yea; Mitchell-yea, Guindon.-yea; Smith-yea;
Brunick-yea; Pummel-yea)

All business having come before the board was concluded and C vid Pummel adjourned the
meeting at 9:50 a.m.

David Pummel, CPA, Chair

Vit i

77 Nicole Kasin, Executive Director

Smith, Sec/Treasurer



Number

3262

3263

3264

3265

CERTIFIED PUBLIC ACCOUNTANT CERTIFICATES
BOARD COPY

Issued Through July §, 2016

Name Date Issued Location
Jordan Jay VanMeeteren 6/17/16 Sioux Falls, SD
Matthew Bradley Doerr 6/21/16 Mitchell, SD
Brian Neal Everson 6/28/16 Brookings, SD

Christopher Leslie Olson 7/01/16 Minneapolis, MN



Number

1669

1670

1671

FIRM PERMITS TO PRACTICE PUBLIC ACCOUNTANCY

BOARD COPY
Issued Through
July 5, 2016
Name Date Issued Basis/Comments
Michael J. Weber CPA/PES CGMA CFP 06/29/16 Name Change
Aberdeen, SD
Quam, Berglin and Post, P.C. 07/01/16 Name Change
Elk Point, SD
Lefor, Rapp & Holland, LLC 07/05/16 Name Change

Salem, OR



BA1409R1

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

COMPANY CENTER ACCOUNT
6503 103100061802 1140000

COMPANY/SOURCE TOTAL 6503 618

COMP/BUD@ UNIT TOTAL 6503 1031

BUDGET UNIT TOTAL 1031

STATE OF mOdﬂm DAXOTA

CASH CENTER BALANCES

A8 OF¥: 05/31/201s

BALANCE
359,895,
359,885,
359,895,

359,895.
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02
02
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DR/CR CENTER DESCRIPTION
DR BOARD OF ACCOUNTANCY
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BAQ205AS

AGENCY 10
BUDGET UNIT 1031

06/04/2016

STATE OF SOUTH DAKOTA
MONTHLY EXPENDITURE REPORT
FOR PERIOD ENDING: 05/31/2016

LABOR & REGULATION
BOARD COF ACCOUNTANCY

CENTER-5 10310 BOARD OF ACCOUNTANCY
DOCUMENT POSTING JV APPVL #, SHORT VENDOR
COMP CENTER ACCOUNT NUMBER DATE OR PAYMENT # NAME NUMBER
COMPANY NO 6503
COMPANY NAME PROFESSICNAL & LICENSING BOARDS
6503 103100061802 51010100 CGEX160511 05/18/2016
OBJSUB: 5101010 F-T EMP SAL & WAGES
6503 103100061802 51010200 CGEX160511 05/18/2016
OBJSUB: 5101020 P-T/TEMP EMP SAL & WAGES
6503 103100061802 51010300 CGEX160511 05/18/2016
OBJSUB: 5101030 BOARD & COMM MBRS FEES
OBJECT: 5101 EMPLOYEE SALARIES
6503 103100061802 51020100 CGEX160511 05/18/2016
6503 103100061802 51020100 CGEX160512 05/13/2016 543562
OBJSUB: 5102010 OASI-EMPLOYER'S SHARE
6503 103100061802 51020200 CGEX160511 05/18/2016
OBJSUB: 5102020 RETIREMENT-ER SHARE
6503 103100061802 51020600 CGEX160511 05/18/2016
OBJSUB: 5102060 HEALTH/LIFE INS.-ER SHARE
6503 103100061802 51020800 CGEX160511 05/18/2016
OBJSUB: 5102080 WORKER'S COMPENSATION
OBJECT: 5102 EMPLOYEE BENEFITS
GROUP: 51 PERSCNAL SERVICES
6503 103100061802 52030200 CGEX160512 05/13/2016 543562
OBJSUB: 5203020 AUTC PRIV (IN-S8T.) L/RTE
6503 103100061802 52031400 CGEX160512 05/13/2016 543562
OBJSUB: 5203140 TAXABLE MEALS/IN-STATE
CBJECT: 5203 TRAVEL
6503 103100061802 52040200 1902618-17 05/11/2016 00305151 COUNCILONL 12116359
OBJSUB: 5204020 DUES & MEMBERSHIP FEES
6503 103100061802 52040500 165C100022 6693 05/11/2016 00305329 GLSOLUTION 12290765
OBJSUB: 5204050 COMPUTER CONSULTANT
6503 103100061802 52041600 062216 06/03/2016 00311776 NATLASSNST 12005047
OBJSUB: 5204160 WORESHOP REGISTRATION FEE
6503 103100061802 52041800 DP&04102 06/01/2016
OBJSUB: 5204180 COMPUTER SERVICES-STATE
6503 103100061802 52042000 FM603068 06/01/2016
€503 103100061802 52042000 PL604058% 05/25/2016

VENDOR
GROUP

PAGE

AMOUNT

1,974.45

1,974.45
814.62

814.62
300.00

300.00
3,089.07
200.83
.84

201.67
167.34

167.34
269.52

269.52
2,23

2.23
§40.76
3,729.83
20.70

20.70
11.00

11.00
31.70
250.00

250.00
2,086.00

2,086.00
2,780.00

2,780.00
203.55

203.55
789.39
166.6%
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BAQ205AS

AGENCY 10
BUDGET UNIT 1031

06/04/2016

STATE OF SOUTH DAKOTA
MONTHLY EXPENDITURE REFORT
FOR PERTOD ENDING: 0S/31/2016

LABOR & REGULATION
BOARD OF ACCOUNTANCY

CENTER-5 10310 BOARD OF ACCOUNTANCY
DOCUMENT POSTING JV APPVL #, SHORT VENDOR

COoMP CENTER ACCOUNT NUMBER DATE OR PAYMENT # NAME NUMBER

6503 103100061802 52042000 PM603046 05/25/2016

6503 103100061802 52042000 PP603046 05/25/2016
OBJSUB: 5204200 CENTRAL SERVICES

6503 103100061802 52042200 IN283908 05/13/2016 00305894 ABBUSINESS 12036980
OBJSUB: 5204220 EQUIPMENT SERV & MATINT

6503 103100061802 52042300 16-018 AUG-JUN16é 06/01/2016 00310325 SUNSETOFFI 12043890
OBJSUB: 5204230 JANITORIAL & MATNT SERV

6503 103100061802 52044900 ACCOUNTRENTZ015 06/01/2016 02162605 MCGINNISRO 12074040
OBJSUB: 5204490 RENTS-PRIVATE OWNED PROP.

6503 103100061802 520435300 TL604153 06/01/2016

6503 103100061802 52045300 1111090017981~ 05/11/2016 00304659 MIDCONTINE 12023782

6503 103100061802 52045300 1111050018040 06/03/2016 00311865 MIDCONTINE 12023782

6503 103100061802 52045300 8381416X04242016 05/11/2016 00305557 ATTMOBILIT 12275233
OBJSUB: 5204530 TELECOMMUNICATIONS SRVCS

6503 103100061802 52045400 498673160 05/13/2016 02160186 XCELENERGY 12023853
CBJSUB: 5204540 ELECTRICITY

6503 103100061802 52045600 68332 APRI16 05/18/2016 00307137 ECOWATER 12035896
OCBJSUB: 5204560 WATER

6503 103100061802 52047400 CI106A-045 05/11/2016 263658
OBJSUB: 5204740 BANK FEES AND CHARGES

6503 103100061802 52049600 N296-088 05/25/2016

6503 103100061802 52049600 13695311 05/25/2016 00308852 NATLASSNST 12005047
OBJSUB: 5204960 OTHER CONTRACTUAL SERVICE
OBJECT: 5204 CONTRACTUAL SERVICES

6503 103100061802 52050280 240141 05/11/2016 02160041 OFFICEMAXT 12162845
OBJSUB: 5205028 OFFICE SUPPLIES

6503 103100061802 52053200 41126 05/13/2016 00305599 BUSINESSPR 12003048

6503 103100061802 52053200 41190 05/18/2016 00306774 BUSINESSFER 12003048
OBJSUB: 5205320 PRINTING- COMMERCIAL

6503 103100061802 52053500 042616 05/11/2016 00305512 USPOSTALSE 12005421
OBJSUB: 5205350 POSTAGE
OBJECT: 5205 SUPPLIES & MATERIALS

6503 103100061802 5228000 T106-097 05/04/2016

OBJSUB:
OBJECT: 5228
GROUP: 52

5228000

OPER TRANS OUT -NON BUDGT
NONOF EXP/NONEBGTD OF TR
OPERATING EXPENSES

VENDOR
GROUP

A2

PAGE

AMOUNT

14.30
26.80

997.18
73.88

73.88
126.55

126.55
1,269.45

1,269.45
117.71
95.00
100.00
56.09

368.80
53.42

53.42
22.35

22.35
81.76

81.7¢6
960.00
4,789.12

5,749.12
14,062.06
105.13

105.13
44.920
17.25

62.15
1,000.00

1,000.00
1,167.28
489.15
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489.15
15,750.18
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BAOQ205A5 06/04/2016 STATE COF SOUTH DAKOTA PAGE 104
MONTHLY EXPENDITURE REFORT
FOR PERIOD ENDING: 05/31/2016

AGENCY 10 LABOR & REGULATION
BUDGET UNIT 1031 BOARD OF ACCOUNTANCY
CENTER-S 10310 BOARD OF ACCOUNTANCY
DOCUMENT POSTING JV APPVL #, SHORT VENDOR VENDOR DR/
COMP CENTER ACCOUNT NUMBER DATE OR PAYMENT # HAME NUMBER GROUP AMOUNT CR
COMP : 6503 19,480.02 DR *%**
CNTR: 103100061802 19,480.02 DR #*wk¥

B. UNIT: 1031 19,480.02 DR **whww



South Dakota Board of Accountancy

Balance Sheet

As of May 31, 2016

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

Total Checking/Savings

Other Current Assets
1131000 * Interest Income Receivable
1213000 + Investment [ncome Receivable

Total Other Current Assets

Total Current Assets

Fixed Assets
1670000 - Computer Software
QOriginal Cost
1770000 - Depreciation

Total 1670000 - Computer Software
Total Fixed Assets

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

Total Accounts Payable

Other Current Liabilities
2430000 - Accrued Wages Payable
28410000 - Amounts Held for Others

Total Other Current Liabilities

Total Current Liabilities

Long Term Liabilities
2960000 - Compensated Absences Payable

Total Long Term Liabilities

Total Liabilities

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

Total Equity

TOTAL LIABILITIES & EQUITY

May 31, 16

2,817.73
369,895.02

362.812.75

4,392.05
981.51

5,373.56

368,186.31

140,063.23

-140,063.23

0.00

0.00

368,186.31

11,382.49

11,382.49

6,729.32
23,798.96

30,528.28

41,910.77

18,468.75

18,468.75

60,379.52

252,447.33
11,248.06
44,111.40

307,806.79

368,186.31

Page 1



South Dakota Board of Accountancy

Profit & Loss Budget vs. Actual

July 2015 through May 2016

Jul "5 - May 16 Budget $ Over Budget % of Budget
Ordinary Income/Expense
Income
4293550 - Initial Individuai Certificate 1,900.00 2,800.00 -800.00 G67.9%
4293551 - Certificate Renewals-Active
5208002 - Refunds -75.00
4293551 : Certificate Renewals-Active - Other 60,475.00 58,000.00 2,475.00 104.3%
Total 4293551 - Certificate Renewals-Active 60,400.00 58,000.00 2,400.00 104.1%
4293552 - Certificate Renewals-Inactive 20,100.00 21,000.00 -800.00 95.7%
4293553 - Certificate Renewals-Retired 1,040.00 800.00 240.00 130.0%
4293554 - Initial Firm Permits 500.00 700.00 -200.00 71.4%
4293555 - Firm Permit Renewals 13,700.00 15,500.00 -1,800.00 88.4%
4293557 - Initial Audit 780.00 800.00 -120.00 86.7%
4293558 - Re-Exam Audit 2,100.00 2,460.00 -360.00 85.4%
4293560 - L.ate Fees-Initial Certificate 0.00 0.00 C.C0 0.0%
4293561 - Late Fees-Certificate Renewals 3,150.00 3,000.00 150.00 105.0%
4293562 - Late Fees-Firm Permits 0.00 0.00 0.00 0.0%
4293563 - Late Fees-Firm Permit Renewals
5208012 - REFUNDS : -50.00
4293563 - Late Fees-Firm Permit Renewals - Other 450.00 600.00 -150.00 75.0%
Total 4293563 - Late Fees-Firm Permit Renewals 400.00 600.00 -200.00 66.7%
4293564 - Late Fees-Peer Review 500.00 1,300.00 -800.00 38.5%
4293566 - Firm Permit Owners 98,405.00 105,000.00 -6,595.00 93.7%
4293567 + Peer Review Admin Fee 2,400.00 5,650.00 -3,250.00 42.5%
4293568 - Firm Permit Name Change 125.00 100.00 25.00 125.0%
4293569 - Initial FAR 810.00 1,140.00 -330.00 71.1%
42983570 - Initial REG 870.00 £60.00 210.00 131.8%
4293571 - Inital BEC 690.00 930.00 «240.00 74.2%
4293572 - Re-Exam FAR 1,5630.00 1,860.00 -330.00 82.3%
4293573 - Re-Exam REG 1,950.00 2,310.00 -360.00 84.4%
4293574 - Re-Exam BEC 2,040.00 2,310.00 -270.00 88.3%
4491000 - Interest and Dividend Revenue 4,714.96 6,500.00 -1,785.04 72.5%
4896021 - Legal Recovery Cost 1,450.00 1,000.00 450.00 145.0%
Tofal Income 219,554.96 234,520.00 -14,965.04 93.6%
Gross Profit 219,554.96 234,520.00 -14,965.04 93.6%
Expense
5101010 - F-T Emp Sal & Wages 50,413.33 73,420.00 -23,006.67 68.7%
5101020 - P-T/Temp Emp Sal & Wages 21,502.11 27,319.00 -5,816.89 78.7%
5101030 - Board & Comm Mbrs Fees 3,300.00 2,595.00 705.00 127.2%
5102010 - OASI-Employer's Share 5,078.30 8,102.00 -3,023.70 62.7%
5102020 - Retirement-ER Share 4,296.39 6,044.00 -1,747.61 71.1%
5102060 - Health /Life Ins.-ER Share 12,673.86 26,052.00 -13,378.14 48.6%
5102080 - Worker's Compensation 57.36 218.00 -160.64 26.3%
5102090 : Unemployment fnsurance 23.25 81.00 -67.75 25.5%
5203010 - Auto--State Qwned 78.65 1,000.00 -921.35 7.9%
5203020 - Auto-Private-Ownes Low Mileage 124.66 400.00 -275.34 31.2%
52030320 - In State-Auto- Priv. High Miles 1,108.80 1,500.00 -391.20 73.8%
5203100 - In State-Lodging 318.60 1,000.00 -680.40 32.0%
5203120 - In State-Incidentals to Travel 20.00 100.00 -80.00 20.0%
5203140 - InState-Tax Meals Not Overnigt 22.00 100.00 -78.00 22.0%
5203150 - InState-Non-Tax Meals OverNight 268.00 400.00 -132.00 67.0%
5203230 - OS-Auto Private High Mileage 0.00 100.00 -100.0¢ 0.0%
5203260 - OS-Air Commercial Carrier 1,727.10 6,000.00 -4,272.90 28.8%
5203280 - 0S-Other Public Carrier 208.00 500.00 -292.00 41.6%
5203300 - OS-Lodging 2,439.00 7,800.00 -5,361.00 31.3%
5203320 - OS-Incidentals to Travel 248.00 450.00 -202.00 55.1%
5203350 - 0S-Non-Taxable Meals Overnight 356.00 1,300.00 -944.00 27.4%
5204010 - Subscriptions 507.90 1,000.00 -492.10 50.8%
5204020 - Dues and Membership Fees 3,450.00 3,900.00 -450.00 88.5%
5204030 - Legal Document Fees 0.00 300.00 -300.00 0.0%
5204040 - Consuiltant Fees-Accounting 0.00 7,100.00 -7,100.00 0.0%
5204050 + Consuitant Fees - Computer 12,693.50 34,075.00 -21,381.50 37.3%



South Dakota Board of Accountancy

Profit & Loss Budget vs. Actual
July 2015 through May 2016

Jul 15 - May 16 Budget $ Over Budget % of Budget

5204080 - Consultant Fees--Legal 0.00 0.00 ©.00 0.0%
5204160 - Workshop Registration Fees 4,865.00 6,000.00 -1,135.00 81.1%
5204180 - Computer Services-State 2,917.45 6500.00 2,317.45 486.2%
5204181 - Computer Development Serv-State 1,312.85 10,400.00 -9,087.15 12.8%
5204200 - Central Services 6,023.21 7,000.00 -976.79 86.0%
5204220 - Equipment Service & Maintenance 23.67 300.00 -276.33 7.9%
5204230 - Janitorial/Maintenance Services 1,392.05 1,560.00 -167.95 89.2%
5204340 - Computer Scftware Maintenance 614.50 2,000.00 -1,385.50 30.7%
5204360 - Advertising-Newspapers 0.00 1,000.00 -1,000.00 0.0%
5204440 - Newsletter Publishing 0.00 1,100.00 -1,100.00 0.0%
5204460 - Equipment Rental 3,193.00 4,000.00 -807.00 79.8%
5204480 - Microfilm and Photography 0.00 0.00 0.00 0.0%
5204490 - Rents Privately Owned Property 13,963.95 15,234.00 -1,270.05 91.7%
5204510 - Rent-Other 248.80 500.00 -251.20 49.8%
5204530 - Telecommunications Services 3,220.65 3,500.00 -279.35 82.0%
5204540 - Electricity 551.07 865.00 -313.93 63.7%
5204560 - Water 111.75 240.00 -128.25 46.6%
5204580 - Insurance Premiums/Surety Bonds 646.00 1,710.00 -1,064.00 37.8%
5204740 - Bank Fees and Charges 4,641.18 §,000.00 -1,358.82 77.4%
5204960 - Other Contractual Services 960.00 0.00 960.00 100.0%
5205020 - Office Supplies 890.08 2,000.00 -1,109.92 44.5%
5205028 - OFFICE SUPPLIES-2 0.00 0.00 0.00 0.0%
5205310 - Printing State 0.00 500.00 -500.00 0.0%
5205320 * Printing/Duplicating/Binding Co 200.15 1,000.00 -799.85 20.0%
5205330 ' Supplemental Publications 0.00 700.00 -700.00 0.0%
5205340 - Microfilm Supplies/Materials 0.00 0.00 0.00 0.0%
5205350 - Postage 1,000.00 2,500.00 -1,500.00 40.0%
§207430 - Office Machines 0.00 100.00 -100.00 0.0%
§207900 - Computer Hardware 2,783.12 4,800.00 -2,016.88 58.0%
5207950 - System Development 0.00 1,000.00 -1,000.00 0.0%
5207955 - Gomputer Hardware Other 0.00 500.00 -500.00 0.0%
5207960 - Computer Software Expense 1,002.60 500.00 592,60 218.5%
5228000 - Operating Transfers Out-NonBudg 3,876.67 7,400.00 -3.523.33 52.4%
5228030 - Depreciation Expense 0.00 0.00 0.00 0.0%
Total Expense 175,443.56 293,875.00 -118,431.44 59.7%
Net Ordinary Income : 44,111.40 -58,355.00 103,466.40 -74.3%

Net Income 44,111.40 -59,355.00 103,466.40 -74.3%




South Dakota Board of Accountancy
PREVIOUS YEAR MONTHLY COMPARISON

April through May 2016

Ordinary Income/Expense

Income

4293550 -

4293551

4896021

Initial Individual Certificate

- Certificate Renewals-Active
4293554 -
4293557 -
4293558 -
4293561 -
4293564 -
4293566 -
4293567 -
4293568 -
4293569 -
4293570 -
4293571 -
4293572 -
4293573 -
4293574 -

Initial Firm Permits

Initial Audit

Re-Exam Audit

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

Peer Review Admin Fee
Firm Permit Name Change
Initial FAR

Initial REG

Inital BEC

Re-Exam FAR

Re-Exam REG

Re-Exam BEC

* Legal Recovery Cost

Total Income

Gross Profit

Expense

5101010 -
+ P-TiTemp Emp Sal & Wages
5101030 -
- OASI-Employer's Share
- Retirement-ER Share
5102060 -
5102080 -
- Unemployment insurance

+ Auto-Private-Ownes Low Mileage
- inState-Tax Meals Not Overnigt

- 08-Air Commercial Carrier

+ Subscriptions

5204020 -
5204050 -
5204160 -
5204180 -
+ Computer Development Serv-State
5204200 -
5204220 -
5204230 -

5101020
5102010
5102020

5102080
5203020
5203140
5203260
5204010

5204181

5204460

5204590

5205320

65228000

F-T Emp Sal & Wages

Board & Comm Mbrs Fees

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

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

Central Services
Equipment Service & Maintenance
Janitorial/Maintenance Services

+ Equipment Rental
5204490 -
5204530 -
5204540 -
5204560 -
' Insurance Premiums/Surety Bonds
5204740 -
5204960 -
5205020 -
* Printing/Duplicating/Binding Co
5205350 -
- Qperating Transfers Out-NonBudg
5228030 -

Rents Privately Owned Property
Telecommunications Services
Electricity

Water

Bank Fees and Charges
Other Contractual Services
Office Supplies

Postage

Depreciation Expense

Total Expense

Net Ordinary Income

Net Income

Apr - May 16 Apr - May 15 $ Change % Change
300.00 300.00 0.00 0.0%
190.00 300.00 -110.00 -36.7%

0.00 100.00 -100.00 -100.0%
120.00 210.00 -90.00 -42.9%
330.00 270.00 60.00 22.2%
200.00 300.00 ~100.00 -33.3%
100.00 250.00 -150.00 -60.0%

0.00 325.00 -325.00 -100.0%

1,575.00 2,550.00 -875.00 -38.2%
25.00 25.00 0.00 0.0%
150.00 210.00 -60.00 -28.6%
240.00 180.00 60.00 33.3%
180.00 180.00 0.00 0.0%
210.00 210.00 0.00 0.0%
210.00 270.00 -60.00 -22.2%
390.00 450.00 -60.00 -13.3%
1,250.00 325.00 925.00 284.6%
5,470.00 6,455.00 -985.00 -15.3%
5,470.00 6,455.00 -985.00 -15.3%
8,727.71 8,370.00 357.71 4.3%
3,487.51 3,419.38 68.13 2.0%
540.00 420.00 120.00 28.6%
834.32 896.29 -61.97 -6.9%
732.88 707.36 25.52 3.6%
1,565.67 2,874.00 -1,308.33 -45.5%
9.68 7.08 2.60 36.7%
0.c0 5.29 -5.29 -100.0%
20.70 .00 20.7¢ 100.0%
11.00 0.00 11.00 100.0%

0.c0 668.70 -668.70 -100.0%

0.00 282.23 -282.23 -100.0%
250.00 240.00 10.00 4.2%

2,086.00 0.c0 2.086.00 100.0%
2,780.00 2,085.00 695.00 33.3%
300.60 193.50 107.10 55.4%
0.00 67.00 -57.00 -100.0%
1,144.93 1,056.12 88.81 8.4%

4.70 3.78 0.92 24.3%
253.10 245,72 7.38 3.0%
745.00 745.00 0.00 0.0%

2,538.90 2,538.90 0.00 0.0%
513.99 581.83 -67.84 -11.7%
108.68 120.60 -11.92 -9.9%
2235 22.35 0.00 0.0%
646.00 0.00 646.00 100.0%
202.32 113.54 88.78 78.2%
960.00 0.00 960.00 100.0%
105.13 0.00 105.13 100.0%
62.15 20.70 41.45 200.2%
1,000.00 0.00 1,000.00 100.0%
818.91 448.33 370.58 82.7%
0.00 2,011.72 -2,011.72 -100.0%
30,472.23 28,144 .42 2,327.81 8.3%
-25,002.23 -21,689.42 -3,312.81 -15.3%
-25,002.23 -21,689.42 -3,312.81 -15.3%

Page 1



South Dakota Board of Accountancy

PREVIOUS YEAR TO DATE MONTHLY COMPARISON
July 2015 through May 2016

Ordinary Income/Expense

Income
4293550
4293551
4293552
4293553

4293555
4283557
4293558
4293560
4293561

4293570
4293571
4293572

4491000

- Initial Individual Certificate

- Certificate Renewals-Active

» Certificate Renewals-Inactive
- Certificate Renewals-Retired
4293554 -
+ Firm Permit Renewals

- Initial Audit

+ Re-Exam Audit

- Late Fees-Initial Certificate

- Late Fees-Certificate Renewals
4293563 -
4293564 -
4293566 -
4293567 -
4293568 -
4293569 -

Initial Firm Permits

Late Fees-Firm Permit Renewals
Late Fees-Peer Review

Firm Permit Owners

Peer Review Admin Fee

Firm Permit Name Change

Initiai FAR

- Initial REG
- Inital BEC
» Re-Exam FAR
4293573 -
4293574 -

Re-Exam REG
Re-Exam BEC

» Interest and Dividend Revenue
4896021 -

Legal Recovery Cost

Total Income

Gross Profit

Expense

5101010 -
5101020 -
5101030 -
5102010 -
5102020 -
5102060 -
5102080 -
5102090 -
5203010 -
5203020 -
5203030 -
5203100 -
5203120 -
- InState-Tax Meals Not Overnigt
5203150 -
5§203220 -
5203260 -
5203280 -
5203300 -
5203320 -
5203350 -
5204010 -
5204020 -
5204040 -
- Consultant Fees - Computer
5204160 -
- Computer Services-State

- Computer Development Serv-State
- Central Services

5204220 -
- Janitorial/Maintenance Services
- Computer Software Maintenance
+ Advertising-Newspapers
5204440 -
5204460 -
52044490 -

5203140

5204050

5204180
5204181
5204200

5204230
5204340
5204360

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

Health /Life Ins.-ER Share
Worker's Compensation
Unemployment Insurance
Auto--State Owned
Auto-Private-Ownes Low Mileage
In State-Auto- Priv. High Miles
In State-Lodging

In State-Incidentals to Travel

InState-Non-Tax Meals OverNight
08-Auto Private Low Mileage
Q8-Air Commercial Carrier
08-0Cther Public Carrier
08-Lodging

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

Dues and Membership Fees
Consultant Fees-Accounting

Workshop Registration Fees

Equipment Service & Maintenance

Newsletter Publishing
Equipment Rental
Rents Privately Owned Property

Jul"5-May 16  Jul 14 - May 15 $ Change % Change
1,900.00 2,400.00 -500.00 -20.8%
60,400.00 57,750.00 2,650.00 4.6%
20,100.00 20,050.00 50.00 0.3%
1,040.00 970.00 70.00 7.2%
500.00 800.C0 -300.00 -37.5%
13,700.00 14,060.00 -360.00 -2.6%
780.00 660.00 120.00 18.2%
2,100.00 1,740.00 360.0C 20.7%
0.00 200.90 -200.00 -100.0%
3,150.00 2,900.0¢ 250.00 8.6%
400.00 300.00 100.00 33.3%
500.00 750.00 -250.00 -33.3%
98,405.00 92,270.00 6,135.00 6.7%
2,400.00 3,600.00 -1,200.00 -33.3%
125.00 225.00 -100.00 -44 4%
810.00 1,080.G0 -270.00 -25.0%
870.00 570.00 300.00 52.6%
690.00 600.00 90.00 15.0%
1,530.00 1,530.00 0.00 0.0%
1,950.00 1,.830.00 120.00 6.6%
2,040.00 1,860.00 180.00 9.7%
4,714.96 3,578.78 1,136.18 31.8%
1,450.00 1,175.00 275.00 23.4%
219,554.96 210,898.78 8,656.18 4.1%
219,554 96 210,898.78 8,656.18 4.1%
-50,413.33 44,750.03 5,663.30 12.7%
21,502.11 23,709.18 -2,207.07 -9.3%
3,300.00 3,120.00 180.00 5.8%
5,078.30 5,200.29 -121.99 -2.4%
4,296.39 4,066.76 229.63 5.7%
12,673.86 19,040.25 -6,366.39 -33.4%
57.36 4113 16.23 39.5%
23.25 30.80 -7.55 -24.5%
78.65 123.12 -44.47 -36.1%
124.66 180.80 -56.14 -31.1%
1,108.80 1,137.38 -28.58 -2.5%
319.60 673.75 -354.15 -52.6%
20.00 10.00 10.00 100.0%
22.00 0.00 22.00 100.0%
268.00 363.00 -95.00 -26.2%
0.00 80.40 -90.40 -100.0%
1,727.10 3,480.20 -1,753.10 -50.4%
208.00 121.31 86.69 71.5%
2,439.00 5,105.23 -2,666.23 -52.2%
248.00 24400 4.00 1.6%
356.00 543.00 -187.00 -34.4%
507.90 845.81 -337.91 -40.0%
3,450.00 3,440.00 10.00 0.3%
0.00 7,100.00 -7,100.00 -100.0%
12,693.50 0.00 12,693.50 100.0%
4,865.00 5,5660.00 -695.00 -12.5%
2,917.45 963.00 1,954.45 203.0%
1,312.85 3,249.70 -1,936.85 -58.6%
6,023.21 8,086.67 -2,063.46 -25.5%
23.67 32.14 -8.47 -26.4%
1,392.05 1,351.46 40.59 3.0%
6514.50 686.60 -72.10 -10.5%
0.00 938.33 -938.33 -100.0%
0.00 678.15 -£78.15 -100.0%
3,183.00 3,111.00 82.00 2.6%
13,963.95 13,963.95 0.00 0.0%
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5204510 -
5204530 -
5204540 -
5204560 -
5204590 -
5204740 -
5204960 -
5205020 -
5205310 -
5205320 -
5205330 -
5205350 -
5207900 -
5207960 -
5228000 -
 Depreciation Expense

5228030

South Dakota Board of Accountancy

PREVIOUS YEAR TO DATE MONTHLY COMPARISON

July 2015 through May 2016

Rent-Other

Telecommunications Services
Electricity

Water

Insurance Premiums/Surety Bonds
Bank Fees and Charges

Other Contractual Services

Office Supplies

Printing State
Printing/Duplicating/Binding Co
Supplemental Publications
Postage

Compuiter Hardware

Computer Software Expense
Operating Transfers Qut-NonBudg

Total Expense

Net Income

Net Ordinary Income

Jul 15 - May 16 Jul 14 - May 15 $ Change % Change
248.80 230.80 18.00 7.8%
3,220.65 2,893.55 227.10 7.6%
551.07 640.59 -89.52 -14.0%
111.75 111.75 0.00 0.0%
646.00 1,267.13 -621.13 -49.0%
4,641.18 4,152 58 488.60 11.8%
980.00 60.96 899.04 1,474.8%
890.08 238.53 851.55 273.2%
0.00 155.25 -185.25 -100.0%
200.15 170.70 29.45 17.3%
0.00 1,055.00 -1,065.00 -100.0%
1,000.00 2,562.25 -1,562.25 -61.0%
2,783.12 1,786.62 996.50 55.8%
1,092.60 0.00 1,082.60 100.0%
3,876.67 3,638.01 238.66 6.6%
0.00 11,064.54 -11,064.54 -100.0%
175,443.56 192,165.70 -16,722.14 -8.7%
44,111.40 18,733.08 25,378.32 135.5%
44,111.40 18,733.08 25,378.32 135.5%

Page 2



Request for Reciprocal License
An application was received for reciprocal licensure with the following information:

1. Applicant has CPA license in good standing in California (Inactive Status), when
application was filed, expired June 30, 2016 (I called to verify with CA and they have a 4-
& week processing timeframe and are unable to verify until it posts to their system)
2. Applicant moved to South Dakota and is working in industry (not a public firm) and that
is the reason for the request of reciprocal license, inactive status.
3. Application was not processed due to the following being reported on the application:
a. Misdemeanor ~ DUl — 1% offense, December 2006
b. Felony— DWI -3" Offense, January 2012
c. Discharged from Probation and restored rights, September 2015
d. Felony -DWI-3" Offense, January 2014
e. Discharged from Prohation Supervision, March 2016

Due to the Felonies on the record, the board needs to determine if they will grant or deny the
applicant licensure.



EXECUTIVE DIRECTOR’S REPORT
Nicole Kasin
Online Renewals
Renewals began June 15, 2016. An update on the process is on the following page.

NASBA Exam Update — Score Delay Consideration {email from NASBA)

Consistent with Exam launches in the past, there will be a delay in the release of scores following the
close of the launch testing window for the second quarter of 2017,

Testing Window AICPA/BOQE Review Exam Approximate Score Release
Data/Standard Setting Date to Candidates

2Q2017

April 1-May 31, 2017 10 Weeks August 14

3Q 2017

July 1-Sept 10, 2017 10 Days September 22

4Q 2017

Oct 1-Dec 10, 2017 10 Days December 22

The delays in score releases for the 2Q, 3Q and 4Q testing windows will be necessary to provide
sufficient time to statistically validate candidate performance on the next Exam. In the first quarter of
2018, it is expected that the existing average 20-day rolling score release timeline will resume.

Candidates testing in the 2Q 2017 launch window will be significantly impacted by the 10-week delay in
score reporting. For example, candidates who have passed three parts and have credits due to expire in
3Q 2017 who test in 2Q 2017 and fail, would not receive their scores until August 14, 2017, making it
unlikely they would be able to prepare for, or schedule to test in the remaining 3Q window. The
candidate might then request and, in many instances, be granted an extension. Therefore, candidates
with existing conditional credit expiring within the third quarter should be identified, and consideration
given to extending their conditional credit.

It is recommended by the Executive Directors Committee and the CBT Administration Committee that all
boards consider extending to December 31, 2017 the conditional credit of those candidates impacted by
the delays in score reporting for the 2Q 2017 launch window.

Candidates testing in 3Q and 4Q will receive scores on September 22, 2017 and December 22, 2017
respectively, and would have ample opportunity to test in the next testing window. Extending
conditional credit for these candidates should be considered and handled on a case-by-case basis.

The National Candidate Database is designed to prohibit expiration of conditional credits until advisory
scores are received if the candidates attend the examination by the date of their score expiration. This
will allow NASBA time to identify any impacted candidates and update credit expiration dates. NASBA
will provide reports to boards, identifying all candidates who test in the second guarter of 2017 who
have credit expiring and who could be impacted by the delay in score reporting.



Recap of NASBA Western Regional Conference

NASBA Enforcement Review and the California Initiative — Update on mobility, California
Initiative was for NASBA to adopt an enforcement best practices guidelines, The CA BOA to have
those practices meeting or exceeding their own enforcement practices, confirm each state is
substantially equivalent to the best practices guidelines and the disciplinary action on licensees
is publicly available through the internet in all states. The initiative will be reviewed in CA from
March to July, 2017,

Preventing Consumer Confusion — discussion on why to license a profession, how to establish
best practices, review of the UAA, discussion of confusing titles and follow-up on case law.

Validating Accounting Education — discussion on accreditation, various bodies of accreditation
and guidelines for boards.

CPA Pipeline — discussion with current and potential candidates for the exam and the influence
they had to make accounting their major and/or sit for the exam.

UAA issues — exposure draft out for comment and upcoming issues with mode! rules for CPE
and Peer Review

Regional Breakouts — updates from our surrounding states on issues varying from Peer Review,
CPE Audits, rule making processes, enforcement, dental case fallout, and outreach.

Audit Quality — a discussion on professional skepticism and data analytics
Legal Update — case law updates

Antitrust and your Board-the impact of the NC dental case and lawsuits being filed with
reference to the NC case.

The Future of Peer Review Oversight — discussion with AIPCA leaderships on the exposure drafts
Summary of NASBA Education Research Projects

o Casual effect of changes in business school accreditation on CPA exam success rates

o Best practices for preparing international students for CPA exam

Revised Uniform CPA Exam — results of the practice analysis, launch of the new exarn April 1,
2017, and the candidate pipeline.

Board Discussion
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 APYD COMP APVD BD APVD Daily Totals
Wednsday, June 15, 2016 0 4] o 0 4 4] 3 0 7
Thursday, june 16, 2016 3 1 2 0 17 3 7 0 33
Friday, June 17, 2016 2 o] 5] 4 10 2 9 0 29
Saturday, June 18, 2016 0 0 5 G 3 3 8 0 19
Sunday, lune 18, 2016 0 0 2 o] o 3 5 [¢] 10
Monday, June 20, 2016 4 1 3 0 14 2 13 1 38
Tuesday, June 21, 2016 8 z 0 0 20 2 6 0 38
Wednesday, fune 22, 2016 1 0 3 0 11 2 7 4] 24
Thursday, June 23, 2016 6 1 0 0 14 2 5 0 28
Friday, June 24, 2016 3 0 4 0 i4 2 1 1 25
Saturday, lune 25, 2016 0 0 1 0 1 0 2 0 4
Sunday, June 26, 2016 1 0 0 0 5 0 1 0 7
Maonday, June 27, 2016 2 1 2 Q 14 5 7 0 31
Tuesday, June 28, 2016 3 0 0 0 15 3 6 0 27
Wednesday, June 28, 2016 4 1 1 0 23 2 6 0 37
Thursday, lune 3¢, 2016 3 0 2 0 14 3 4 1 27
Friday, July 1, 2016 1 0 1 o] 9 1 3 0 15
Saturday, July 2, 2016 0 o 0 0 1 0 2 0 3
Sunday, luly 3, 2016 0 0 1 0 1 4] 1 o] 3
Monday, July 4, 2016 4] 0 ¢} 0 6 0 3 0 9
Tuesday, July 5, 2016 0
Wednesday, July 6, 2016 0
Thursday, July 7, 2016 0
Friday, july 8, 2016 o]
Saturday, July 9, 2016 o]
Sunday, July 10, 2016 Q0
Monday, July 11, 2016 0
Totals 41 7 33 0 196 35 99 3 414
Totals per form 48 33 231 102
Total Renewals
Online & Via Mail 58 45 263 111 477
% Completed Online 82.76% 73.33% 87.83% 01.89% 86.79%
Still need to complete renewal 223 64 955 280 1522
% Completed overall 20.64% 41.28% 21.59% 28.39% 23.86%

ascof 7-4-16



EXPOSURE DRAFT

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

e Allows Firms with No AICPA Members to Enroll in the AICPA
Peer Review Program
o Expands the Availability of Administration by the National Peer
Review Committee
¢ Includes 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 publfication is designed
to provide accurate and authorifative 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 legal 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 fo the Permissions Depariment, AICPA, 220 Leigh Farm Road, Durham, NC
27707-8110.
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I C P N | American Institute of CPAs
M

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 Sfandards 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

» Shouid refer to the specific paragraphs and include supporting reasons for each
cormment or suggestion

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

The exposure draft includes the following:
e An explanatory memorandum of the proposed revisions to the —Standards and
Interpretations in effect as of May 19, 2016
» Explanations, background and other pertinent information
+ Marked excerpts from the current Standards and Interpretations to allow the reader to
see all changes
o Items 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, 20186, 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:/Awww.aicpa.org/InterestAreas/PecrReview/Pages/PeerReviewHome. agpx.

Sincerely,

Anita M. Ford
Chair, AICPA Peer Review Board

T:919.402.4502 | F:919.419.4713 | aicpa.org

SET-PR
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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:
s Allow firms with no AICPA members to enroll in the AICPA Peer Review Program
(Programy;
s Expand the availability of administration by the Natt
» |nclude other minor changes.
This memorandum solicits input on the proposal from aEI mterested parties

é’l I5eer Review Committee; and

Background

CPAs take pride in their long-standing comm nt to excellence. That<commitment includes
continued vigilance in delivering accountlng an "audltm ervices and ﬁr§§gqting the public
interest. : o

In the current business envircnment, the rapl ) f change is.driving complexity and that trend
is not likely to abate. Increased complexﬂy P is ché]lé_ng_es to practitioners in public
accounting as they strive to Gontinually perform hig "'ty financial statement audits of private
entities. To preserve their prominent and respected role in the busmess community, CPAs must,

and will, meet and overcome these challenges:

The Program.
the systems under w
mandatory for AICPA membersh
of the Program. In addition, |

-accountlng and auditing engagements and evaluates
gagements -are ‘performed. Participation in the Program is
firm's practlce includes services that fall within the scope
review is now required for licensure in nearly all states.

Much has changed over the 35 years that the Program has been in existence, including the
complexity of business, the volume and intricacy of standards and the expectations of financial
reporting stakeholders@{'? the same time, recent technological innovations afford the profession
the opportunity to make“ it 'tjc upgrades to peer review that will enable adaptation to an ever-
changing environment. & ’

The goal for the next generation of peer review is a practice monitoring program focused on
continual improvement and a commitment o 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 current 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 Progra

Historically, Program enrollment has been Ilmited to firms wnth an AICPA member partner.
However, the AICPA has allowed entities fully: mvolved in the admlnlstratlon of the Program to
use the Standards and related guidance to admlnlster state CPA somety peer review programs
for firms without an AICPA member partner in ord%r to addre S, Ilcensmg requ1rements for those
firms. As almost all state boards of accountancy now: requ seer review for licensed firms, this
has led to the development of app ximately forty sepa te state CPA sociély peer review
programs.

Consequently, almost all .entities admlnlstermg . rograrﬁ are running two peer review
programs using the same ‘Standards. 'In’ total, appro: 'm_ately 34,000 peer reviews are
administered over every-three year:perlod Admlnlstenng dualpregrams is burdensome, resulting
in an inefficient use of.resources.the dual programs also cause confusion because, while it is
not widely recognized, the state CPA:society programs are not a part of the Program. Therefore,
they are not mcluded inthe AICPA’S over5|ght or falr procedures processes. While this difference
in the peer Teview programs is' hkely unnotlceable 1o the public, it is important. Expanding the
Program’s enroliment efigjbility will increase consistency, efficiency and effectiveness in the
performance and admlnlstrat n of peer reviews. Furthermorg, it expands the effect of important
initiatives such as EAQ and actlce Monitormg of the Future.

Expanding the Availa

ty of Administration by the National Peer
Review Committe: "

Administration of the Program by the National Peer Review Committee has only been available
to firms with an AICPA member partner since that is currently a requirement of enrollment in the
Program. Removing the AICPA member partner requirement for enroliment 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 AICPA Peer R’é"‘:ﬁ'aw Program may not be
administered by any entity without writt“ P ermission from the AICPA Peer Review Board.
Paragraph .01 to clarify usage of term ‘program :
Paragraph .02 to expand and clanfy the progr‘am's goal:
quality. :
Paragraph .03 to conmstently us ‘ngagements not subject to PCAOB permanent
inspection” as opposed to “non- Securlties and Exchange Commission (SEC) issuers”.

! clarlfy that ooperation includes payment
for iew to all enrolled firms.

ents: not subject toc PCACB permanent
d Exchange Commission (SEC) issuers”.

‘ f of individual membership as a possible

unting and audit

Paragraph .09 f
ramification.of nonco -
Paragraph 11to include all board commlttees rncludrng the National PRC.

Paragraph 128 to. rnclude aII board commrttees mciudrng the Nationat PRC.

uests for approval of alternate compliance methods with the
nd other gmdance more prlnciples based

members. ‘
Paragraph .206 to rémove permitting early implementation.

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 to:
» 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 enroli 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.

» Inferpretation 3-5 to expand fair procedures establlshed by the board to include individuals
enrolled in the program.

» Interpretation 5h-1 to provide appeal rights ungd ir pro%edures to firms without AICPA
members pursuant to fair procedures est ished B wthe board and nofe limited
applicability to ramification of referral to AICPA Professmnal Ethlcs Division.

« Interpretation 11-1 to include all committees of the board, [ncl\ﬁdli?’g_the National PRC, and
remove requirement that one owner firm be an AICPA m er for administration
by the National Peer Review Committee ™. :

s Interpretation 13-1 to clarify impact of peer feviews conducted under*;the auspices of
another peer review program by-an administeri ity not approved by the board and
indicate timing of peer reviews forﬁrms_prewou olled in other programs.

. Interpretatlon 21-20 to update tlme perléd m exam

. i ' ' / t AICPA mémbers, clarify that Board approval
' es not mean approval or endorsement of any other
i tered by that assomatton and to further clarify
the .statement that r p
objectwe and quantlflabl

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

Written commaents 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, 20186, for a period of cne 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, in¢lude 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

Final revisions to the Standards will be effective, if approvedbythe Board, May 1, 2017.

£




Proposed Revisions

To aid understanding, Standards are presented in this section if they contain a proposed
revision or if a related Interpretation contains a proposed revision.

Peer Review Standards

Notice to Readers

In order to be admitted to ot retain their membership in the AICPA, members of the AICPA who
are engaged in the practice of public accounting in the Unite )(States or its territories are required
to be practicing as partners or employees of firms entolled in an approved practice-monitoring
program or, if practicing in firms not eligible to enroil are themselves enrolled in such a program;

¢ -if'the services performed by such a fier
practice-monitoring standards and

e -the firm or individual issues reports purportlng ”t‘é‘f
professional standards. W

md1v1dual are within 1_:_h_¢_ scope of the AICPA’s

be in accordance with AICPA

Firms have peer reviews because of the__ pubhc"mterest in the quality of the accounting, auditing,
and attestation services provided by pubhc accounting firms. In addition, firms indicate that peer
review contributes to the quallty and effectlvenes their practlces Furthermore, most state
boards of accountancy. require its licensees. to undergo péer review, which they may also call
compliance assurance, to practlce in their state; Other regulaﬁtors require peer review in order to
perform engagements and to issug.reports under their standards. Therefore. due to this public
interest, we allow firms without Al PA membm to enroll in the AICPA Pecr Review Program.

A firm (or individual) enrolled it the AICPAJP"‘ w Program is deemed to be enrolled in an
approved practice-monitoring program See Bl sgétions 230, 2.3 Requirements for Retention of
Membershlp, 220, 2.2 Requirements for, __AdmlSS]OIl to Membership, and 760, 7.6 Publication of
Disciplinary Action (AICPA; Professional:Standards); AICPA Code of Professional Conduct Rule
505, Form of ‘Organization and Name (AICPA, Professional Standards, ET sec. 505); and the
implementing councﬂ resolutlons under those sections.

1 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.

These standards are appl'

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, Eaeby

aplementation-of these-standardsisnot-permitted:
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) (see .’Interpretatlons) Those processes
collectively are also called practice monitoring because itis the monitoring of a CPA firm’s
accounting and auditing practice. =

inter net&tlons S A3
covering a one-year. perlod The peer review ;

known as a peer reviewer. The AICPA ave fSees the - program and the review is
administered by an entity approved by the AICPA to perform that role.

Introduction and Scope
.05 Firms (and 1nd1v1duals) (sce. 1nterpretatlons) enrolled in the program have the responsibility to:

a. Demgﬁ and comply with a system of quahty control for its accounting and audltmg practice that
prov1des the firm with; reasonable assurance of performing and reporting in conformity
with applicable professional standards in all material respects. Statement on Quality
Control Standards (SQCS) No. 8, A Firm’s System of Quality Control (Redrafted)
(AICPA, Proféssional Standards, QC sec. 10), requires every CPA firm, regardless of its
size, to have a m of quality 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®).

c. Have independent peer reviews of their accountmg and audltmg practices (see 1nterpretatrons)
All enrolled firms that- 5 +t-should undergo a peer review
if the services performed and reports 1ssued by the firm require a peer review.

! Personnel are defined per Statement on Quality Control Standards (SQCS) as partners and staff.
2 Partners are defined per SQCS as any individual with authaerity to bind the firm with respect to the performance of a professional services

engagement. Depending onhow 4 CPA finn is leeally orsanized, 1fs pariner(s) could have othier names, such as sharefiofder, pwmber. or
Proprivior,

3 Staff 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 state boards of
accountancy do not clearly provide an exemption from confidentiality requirements when
peer reviews are undertaken.

f. Provide Written representations to describe matters signif t to the peer review (see appendix

| g. Understand the AICPA Peer Review Board’s boar ) Y
(see interpretations). '

h. Cooperate with the peer reviewer, administering entity, and the 8
{boards in all matters related to the peer reVrcw that coigld impact the ﬁrm s enrollment in
the program, including paying administr ative feg{_arraﬁgmg, scheduhng, ‘and completing
the review and taking remed1al ; orrective act10n§’*‘and implementing other plans as needed
(see interpretations). T h

%;;.

.06 An accounting and iting practicie*;fc_)r the' poses of these standards is defined as all
engagements d 'under Statements uditing Standards (SASs); Statements on
Standards for ounting dnd Review Services (SSARS)*; Statements on Standards for

Attestation Enga ments (SSAES) Government Aud1t1ng Standards (the Yellow Book)

_acoountmg and auditing
1nterpretat10ns) o

.09 The prograni: is based on the |
the most effective way to attain high quality performance throughout the profession. Thus,
it depends on mutual and cooperation. On System Reviews, the reviewed firm is
expected to take appro ite actions in response to findings, deficiencies, and significant
deficiencics 1dent1ﬁ, jiith their system of quality control or their comphance 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,

* Statements on Standards for Accounting and Review Services that provide an exemption from those standards in certain situations are likewise
excluded from this definition of an accounting and auditing practice for peer review purposes (see inferpretations).

5 Pariners are defined per SQCS as any individuat \Nlll‘l authotity o bm(l the fivm with re; smct o the perlormance m‘ a lﬁ()lcmonul ‘aL rvices
engagement A-pariner-tsaproprete-shareboldes ; i ke &5 Si i
ewnershiporwho-ia-otheowine-held-eut-by-the-Br-to e tth&mﬂem—el—am ol—rl-w@wmeammwé Dapendmg on how a CPA firm is legally
organized, its partner(s) could have other names, such as shareholder, member, or proprietor.
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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

A1 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 AHEPA Peer Review Beard's board’s committees including but
not limited to the National Peer Review Committee (National PRC) (see interpretations),
or other entity (hereinafter, administering entity) approVed by the board to administer peer
reviews.

Timing of Peer Reviews

.13 A firm’s due date for its initial peer review. :"..écrdmarﬂy 18 months:from the date it enrolled in
the program or should have enrolled, whlchever date is earlier (seelm erpretatlons)

Peer Review Documentation and Rete i

.25 Peer review documentation should no bc<reta1ncd for an cxtcnded period of time after the peer
review’s completion, with the cxccptlon of certain documents that are maintained until the
subsequent pccr rcv1cw S acceptance and complctlon (sce 1nterpretatlcns)

individual: A review team may be formed by a firm engaged by the firm
fitm-on-firm review) of an association of CPA firms authorized by the
board to assist its mcmbcrs in forming review teams (an association formed review team)
(see 1nterprctat10ns) Fo \.Engagcmcnt Rev1cws review tearns may also be formcd by the

”fé@-

Qualifying for Se); l,,ce.._ia;sf:a Peer Reviewer

System and Engagementg’éRfe\;i‘cwers

.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 a CPA.

b. Be currently active in public practice at a 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
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manager or person with equivalent supervisory responsibilitics.6, 7 To be considered
currently 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 to-day involvement in accounting
and auditing work is sufficiently comprehensive able them to perform a peer review
with professional expertise (see interpretations)

c. Be associated with a firm (or all firms if assomated w1th more than-one firm) that has received
a report with a peer review rating of pas for its most recent Sy tem or Engagement Review
that was accepted timely, ordinarily 1thm the last three years.and six months (see
interpretations).

of service applicable to the 1nd1___1_strle
reviewing (sec interpretations).’

paragraph 63, possess speelﬁ 'addltlonal qualifications (see interpretations).

h. If the rev1ewer is from a firm that isa pr0v1der of quality control materials (QCM) or is affiliated
orovid y. control materials and is required to have a QCM review under
these standards, be assoclated with a provider firm or affiliated entity that has received a
QCM report wit areview ratmg of pass for its most recent QCM review that was submitted
timely, ordinarily Within 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 anditing practice, and

® The board recognizes that practitioners often perform a number of functicns, including tax and consuiting work, and cannot restrict themselves
te 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 aiso be currently reviewing or
performing the same type of engagements.

TA manager or person with equivalent supervisory responsibilities 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
example, 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.
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notifications of limitations or restrictions on a peer 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 asis 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 gngagement level include size; industry
area; level of service; personnel (including turnover, iise of merged-in personnel, or
personnel not routinely assigned to gvaccountmg ! auditing engagements);
communications from regulatory, monitering, or enforceme dies; extent of non-audit
services to audit clients; significant clients” fees to practice offige(s) and partner(s); and
initial engagements (see interpretations).”

Administering Peer Rewews

.128 All peer reviews intended to meet the requlrements the program should be carried out in
conformity with these standards under the superv131d“n of a state CPA society, group of
state CPA societies, the Al “ew—Bboard’s committees including but not
limited to the Natiohal P (see interpretatlo §)i-or other entity (hereinafter, administering
entity) approved by the board to administer peer reviews. This i imposes an obligation on
reviewed firms fo facﬂltate‘ completion of their peer reviews in compliance with the
procedures estabhshcd by the board, and to cooperate with the peer reviewer, administering

i the board in: alf mattets related the review, that could impact the firm’s

Adﬁnmstratlon annud lbg§ wheréBy the entity agrees to administer the program in
comphance with these* ﬁsfanda.rds iterpretations, and other guidance established by the
he plans by the AICPA mcludlng Junsdlctlons not-requesting

.130 This imposes an obligation 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 entities 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
administering 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
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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, mterpretatlons or gurdam:é%would stlll be met. Regucsta tor
consideration of alternative methods - FHQEH : strust be
approved by-iaseriting-to the board £ D iorto lmplementmg alternative methods
of complying with the standards, mterpretatrons or other guidance. Ordinarily, such Fiis
requests should erémarr#-be submltteé,f"{ln conjunctlon wrth an_entity’s plan of
administrationthe-s > -

Fulfilling Peer Review Commlttee and ‘Report Acceptance Body
Responsibilities : o

acceptance, and completion of ' peer sviews. The commlttee may decide to delegate a
portion of the report acceptance function to’ report acceptance bodies (RABs), whose
members may be, butare not requlred to be, members of the commrttee as well Members

Cooperatmﬁ;gm a Peer Rewew 4

145 If a decision is m_ajde by hearmg 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
panel’s-findings. 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 rev1ews commencmg on or after January 1, 2011 .-Earhy
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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 AICPA‘%?@BF eview Program are required to
have a peer review, once every three years, of the; x;é;écountmg and auditing pracncc that
are not subject to PCAOB permanent inspectionse! covering a one-
year period. The peer review is conducted by an mdcpendent evaluator known as a peer
reviewer. The AICPA oversees the program, and the review i§ administered by an entity
approved by the AICPA to perform that role.

2. The peer review helps to monitor 4 CPA firm’ s accounting aiid auditing practice
(practice monitoring). The goal of the practice monltormg, and the program itself, is to
promote_and _enhance quallty in accounting and auditing services provided by the
Mmﬁhefwﬂé—MCPA irms:subject to these standards. This goal serves the
public interest and enhances the s1gn1ﬁc ce of AICP :""membershlp and accounting and

audit quality.

3. There are two typeSsof peer rev1ew' ‘System Reviews and Engagement Reviews.
System Reviews. focus on'a firm’s system of quality control and Engagement Reviews
focus on work perf@rmed on partlcular selécted engagements. As noted in paragraphs .04
and.;; a further descripﬁien éf}S ystem and Engagement Reviews, and Quahty Control

procedures that the CPA firm has designed, and is expected to follow, when performing its
work. The peer reviewer’s objective is to determine whether the system is designed to
ensure conformity with professional standards and whether the firm is complying with its
system appropriately.

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

15



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.

&
3

7. Based on the types of engagements firms pe ey may also have their practices
reviewed or inspected on a periodic basis by regulatory or governmental entities, including
but not limited to the Department of Health and Human Serv1ce the Department of Labor,
and the PCAOB. The team captain obtains an understanding of those reviews or
inspections, and he or she considers the1 act on the nature and extent of the peer review
procedures performed. :

dures, the reviewer looks at a sample of
ts, The reviewer selects engagements
ction of the firm’s practice with
selected include those performed

8. Based on the peer reviewer’s planning:pi
the CPA firm’s work, individually called engagg
for the period covered by the review from a o
emphasis on higher risk engagements Th

accounting and aud1tmg engagements performed under U.S. professional standards; it does
not mclude the firm’s:enga ements thqt fne %LlhEﬂLE to PCAOB petmanent mspeetlonéEQ—

he ﬁrm 's practlce to test the elements listed previously from

elements
Quallw ontrol Standards.

9:-.: The reviewer exammes engagement working paper files and reports interviews
selected ! firm personnel;. teviews representations from the firm, and examines selected
administrative. and personne] files. The objectives of obtaining an understanding of the
system and esting the system forms the basis for the reviewer’s conclusions in the
peer review rep -

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 should be restated. Projection of any evaluation
of a system to future periods is subject to the risk that the system may become inadequate
because of changes in conditions or because the degree of. compliance with the policies or
procedures may deteriorate.

Engagement Reviews

12. An Engagement Review is a type of peer review is a study and appraisal by an
independent evaluator(s), known as a | "'er reviewer, of a sample of a CPA firm’s actual
accounting work, including accountin orts issued and documetitation prepared by the
CPA firm, as well as other procedures that the firm performed.

13. By definition, CPA firms undergoing En ment Reviews do nef’perform audits
or other similar engagements but'dg: perform otheraccounting work 1nclud1ng reviews and
compilations, which are a lower 1evel of service thah audits. The peer reviewer’s objective
is to evaluate whether the CPA ﬁrm 5 reports are 1ssued and procedures performed
appropriately in,

objectlve of an-

s at a sample of the CPA firm’s work, individually called
.an Engagement Review only covers accounting engagements;
msulting services. An Engagement Review consists of reading
the financial slate i or information submitted by the reviewed firm and the
accountant’s report -thereon, together with certain background information and
representations from the firm and, except for certain compilation engagements, the
documentation required by applicable professional standards.

16. When the CPA firm receives a report with a peer review rating of pass, the peer
reviewer has concluded that nothing came to his or her attention that the CPA firm’s work
was not performed and reported on in conformity with applicable professional standards in
all material respects. A report with a peer review rating of pass with deficiencies is issued
when the reviewer concludes that nothing came to his or her attention that the work was
not performed and reported on in conformity with applicable professional standards in all
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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 tofée' Drovider) may sell or otherwise
8

distribute quality control materials (QCM or mater i‘ls) that it has developed to CPA firms
(heremafter referred to as user fi rms) QCM' may -be: all or part of a user ﬁrm §

QCM reviewer’s.objective is to determme whetlfer the pr ider’s system is desrgned and
complied Wlthaal‘ld Whether the materlals produced:by the provider are appropriate so that
user firms can 16:3c0pe of a QQM review only covers materials
related to aocour_ltl_ng and audltmg enga ents under U.S. professional standards. The
scope does not include SEC or PCAOB gilidance, nor does it cover materials for tax or

provider’s QCM, mcludmg the Yndustrles and professional standards that they cover, and
(2) the design of the provrder 58 ystem, including the provider’s pehcles and procedures
and how it ensures that they are bemg complied with. The QCM reviewer assesses the risk
levels implicit within different aspects of the provrder s system and materials. The QCM
reviewer obtams this understandmg through i 1nqu1ry of provider personnel, review of
documentation ¢ on the provrder 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 not limited to, requirements regarding the
gualifications 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 pr0v1der s system is designed and being
complied with and the materials produced by the provx T dte approprlate so that user firms
can rely on the QCM to assist them in performi Vreportmg in conformity with the
professional standards covered by the materialss If improv1der receives a QCM rev1cw
report with a review rating of pass with deficieniéles, thisit
de51gned and being complied with and. the materials

a report with a review rating of fail, the QCM,:“& vi Has dcterrnmed that the provider’s
system is not suitably designed or being complied”and the materials produced by the
provider are not appropriate, ati § the reasons why arg gxplained in detail in the report.

23. There are inherent hmltatlons in the effectlveness of any system and, therefore,
noncompliance with the:system may occur and not be detected A QCM review is based
on the review of the prov’ider’s system and its'material At is directed at assessing whether
the provider’s §ystem is dcmgned and complied with and whether the QCM produced by
> 8¢ fiiims have reasonable not absolute, assurance that

or because'th degree of compliance with the policies or procedures may deteriorate.
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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 interpretations are applicable to firms (and
individuals) enrolled in the program; individuals and firf ho perform and report on peer
reviews; entities approved to administer the peer rey, /@é( sociations of CPA firmsswhese
me—mlaefs—are—ﬂ%e—,ﬁr}@—zx—meﬁ%befs— authorized by the boar tb;;ggasmst its members in forming
review teams; and AICPA program staff. Int pretatmns are effectlve upon issuance unless
otherwrse indicated. L

The prefix of each interpretation refers first to t dards and second
to the number of the interpretation relating to that pa I 2o} etation No. 5-3
would be the third interpretation of paragraph .05 of the. standards Not evcry dragraph of the
standards has an interpretation, and*thus there could be’ gaps in the numbering sequence of the
1nterpretat10ns If miore than one paragraph of the standards refers to a particular interpretation,
ndards, and the interpretation
tations have been grouped by

) topic for reference purpeises For: example,:
under the mterpretatlon related to’ “Indmdu

Use of Standard

1-1 .‘.Questzon—Paragraph 01 of the standards discusses that the standards are provided
for CPA firms (and individuals) these enrolied in the program. Who determines
progr a‘m mrol]ment llgrblhty and who may admmlstel the Drogram‘? Whe-elsetray

Ai( PA Peel Review Boaxd ( *board’ ) determmeq program
ity and who may administer the program. CPA firms (and

enrollment eligi

mdmdualq) with AICPA mcmbers as well as mthout AIC PA members may Lnroll in
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There are professional organizations with peer review programs to assist government
audit organizations in meeting their Government Auditing Standards peer 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 Treasurers (NASACT) program

arranges reviews for state auditors; and the Ags Giation of Local Government
Auditors (ALGA) program arranges reviews for local government auditors, Each of
these programs have established their own set of standards for conducting peer
reviews and should be contacted for addltlona] mformatlon when a peer reviewer is
considering performmg a peer review:for one of thelr members because these

1-4

e board to adrrumster the program u f’standards as applicable, to administer peer
: }*rev1ews of %H-A&E{Q#rﬁ'i-_ vithout AICPA members?

Interpretatzon—Yes except forfirms required to be registered with and subject to
permanent inspection by the PCAOB or firms that perform engagements under
PCAOB Standards Those ﬁrms are requ1red to be admmlstered by the Natlonal

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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3-5

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 thesprogram. Only AICPA members
meeting these criteria are able to enroll individually: Individual AICPA members who
are only practicing with a firm that is eligible toentoll in the program may not enroll
in the program mdmdually In addition, CP‘A% who afe not members of the AICPA
that perform services that fall within the scope of the- provmm in a firm that is not
eligible to enroll may enroll in the program.

Question—As discussed in paragraph 144 of the standards cana earing panel decide
to terminate an individual’s enrollment in the program"

rooedures relatedyto hearmgs and appeals established
: dividuals enrolled in the program
uding publication of termination in

Interpretation—Yes. The fi

by _the boardt
would parallel the process for entolled firms, inclu

such form and manner as the*AICPA Council may presonbe If a hearing panel
S enrollment in the program that 1nd1v1dual can

decides to termmat‘e an 1nd1v1dua,l

stering entlty, and the board in all matters related to the peer review, that could
impact the firm’s enrollment in the program, including arranging, scheduling, and
completing the review and taking remedial, corrective actions as needed (paragraph
' s). Under what circumstances will a firm (or individual) be not
cooperating, and swhat 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 firm’s énrollment in the AICPA Peer
Review Program will be dropped by the AIGPA Peer Review Board, without a
hearing, thirty days after the AICPA Pee ew Program notifies the firm by
certified mail, or other delivery method prow ing proof of receipt that the firm has

failed to:

(1) Timely file requested information Wlth the entity admmlstermg the firm’s peer
review concerning the arrangcmentior cheduling, of that peer rewew prior to the
commencement of the peer review, ;

iewer necessary to plan or perform
f the peer review,

:i'_'_:.:ii'(s) Txmely pqy, in full%he fees an BX

Whether a héafingis held or not, a-firms with AICPA members enrolled in the AICPA
Peer Review Program haves the right to appeal to the AICPA Joint Trial Board_and
firms 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 enrollment 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 enrollment 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, Septem 30, 2014, and-November 30,
2014, and September 27, 2016)

WHEREAS, a firm enrolled in the AICPA'Pee Revg_ w Program is required to have
a peer review once every three years performed in conformity with the AICPA
Standards for Performing and Reportmg on Peer Rewews and

WHEREAS, a firm enrolled in the’ AICPA Peer Review Progr a
the AICPA Standards for Performmg and Repor‘nng on Peer R

is required under
ws to cooperate

1. falhng to dlscuss commuit %ﬁons received by the reviewed firm relating to
allegations- or 1nvest1gat10ns in the conduct of accounting, auditing, or
attestation engagements {from regulatory, monitoring, or enforcement bodies;

_omission or mlsrepresentatlon of information relating to its accounting and
iting practice as defined by the AICPA Standards for Performing and
Reporting -on Peer Reviews, including, but not limited to, engagements
performed under Government Auditing Standards; audits of employee benefit
plans, audits performed under FDICIA, audits of carrying broker-dealers, and
examinations of service organizations [Service Organizations Control (SOC)
1 and 2 engagements],

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

functional areas,

* Not responding to MFCs or FFCs timely,
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Peer Reviews
Committee

11-1

+ Limiting access to offices, personnel or other once the review has commenced,

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

o Failing to timely file the report and the response thereto related to its peet
review, if applicable,

¢ Failing to cooperate during oversight, or

s Failing to timely acknowledge and complete required corrective actions or

implementation plans.

whether the firm’s enrollment in’ the AICPA Peer Revie v. Program should be
termmated A firm enrolled in the AICPA Peer Rev1ew Program tli t has been notified

hearing has been resolved.

AICPA Peer Review Progr
‘ ms without an AICPA mcmber

sedures established by the board

partaer, have the right to appeal purﬁi‘ﬁii o f"air proe
within 30 caler ar';;days of the hearmg, and

Question—Paragraphs .11, .128, and .161 of the standards note that peer reviews
intended to meet 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 commiitee or entity (hereinafter,
administering entity) approved by the board to administer peer reviews. Under what
circumstances are peer reviews administered by the National PRC?

¥ Material departure is defined in the Report Acceptance Body Handbaok, Chapter 3, Section VI, Recall of Peer Review Documents.
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Interprefation—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 criteria during the peer review year, but
not as of their peer review year end (for exampl"é} because they resigned or were
terminated from their SEC issuer clients, whether ‘or not they deregistered with the
PCAOB) are still ordinarily requlred to ‘have their ‘review administered by the
National PRC. The firm’s peer rev1eWer is still required to comply with guidance
specific to firms administered by- the National PRC, 1nc]ud1ng, but not limited to,
gu1dance at Interpretatlons 40 1 and 40 2,regardm ther plannlng conmderatlons and

review aidﬁ":finistered by the National PRC

firms are subject to the National PRC’s
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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 earlier. 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 programEPCAIRRRY?

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

practice-monitoring standards, and the firm (or 1nd1v1dual) issues reports purporting
to be in accordance with AICPA Professzo" al Sta‘ rds, the firm (or individual)
should enroll in the program and submit an enrollment form by the report date of the
initial engagement. If the firm (or 1nd1v1dual) does not initially provide services
falling within the scope of the standards, the firm (or indivi‘diiail) should enroll in the
program and submit an enrollment form by the repert date of thelr initial engagement.
The administering entity will consider the firm « r individual’s) p'___ ctice, the year-
ends of their engagements the __port dates of t ir engagernents and the number and

due date. A firm’s subsequent peer
months {romythis peer review year end

nrogmm by an admmlstcrm,q enntv not appr oved by the bomd even if conducted in
accordance with the AICPA Standards for Performing and Reporiing on Peer
subsequent peer review ordinarily will be considered an initial peer
review. due ohiths fromi the date it enrolled in the Program administered bv an
administering entity approved by the board,

—.

Reviews,

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, 201467,
In March 201669, 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

25-1

Question—Paragraph .25 of the standards notes thatzall peer review documentation
should not be retained for an extended period of time after the peer review’s
completion, with the exception of certain dccUmentS that are maintained until the
subsequent peer review’s acceptance and completion. What period of time should
peet review documentation be retained and what documeritation should be maintained
until the subsequent peer review’s, acceptance and completlon'?

Interpretation—Peer review document;

erits dcscrlbed -in; the following
.ﬁrm the admmlstermg entity, and
“team (if applicable) until 120 days
tcrpretatiox‘l No. 25-2) or 42 months if firm

:-_.‘gthe ﬁrm to a ]fiearmg of the board due to non-
dccumentatlon prepared*”"%urmg system and engagement

for an addltlonal 120 days after the end of the appeals period. If the reason the firm is
referred for non- cooperation is due to failing to submit documentation or requested
revisions te the review team or the administering entity, the reviewing firm and the

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:
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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) forms, if dpplicable

f. Letter requesting the reviewed firm’s completion of an implementation plan, if
applicable (the administering entity should retain the version signed by the firm)

g. Letter notifying the firm that the xmplementatlon plan has been completed, if
applicable

h. Letter(s) relating to peer review ument recall conmderatmns

i. Written representanons from managemen { he rev1ewed firm

Jj- Scheduling informatiot

ass Wlth daﬁc;ency(les) or fail peer review

o»

ret%n both ﬁle prlor and current peer review

If the firm received two consecutivi
reports, the admlmstermg enhgc. shomid
reports unt'l’??%h

,§§

Admlnlsterl : entltles?‘may also retamgthe followmg%dmlnlstratlve materials until the

. rents received by the administering entity from the AICPA
Professmnal Ethics - Division related to individual members’ performance on
accountlng, auditing; or attestation engagements

The admmlstermg entlty s peer review committee or the board may indicate that any
or all documentation 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 administration of the AICPA Peer Review

29



Associations of CPA Firms and

26-1

Program but has not undergone a
peer review in the last three years and six months 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.

I a finm’s most_recent peer review was under the auspices of another peer review
program administered by an entity not approved by the board. even if conducted in
accordance with the AICPA Standards for Pegfor
Reviews, L—I—he documents B 5

nine and Reyoriirrsz o Peer
- P . I

5-are

Review Teams

on-firm review) or an n association of
mbers in forming review teams (an

’”‘de any group, affiliations, or
also applies to two or more firms or a group

A member ﬁrm of an association may conduct a peer review of another association-

member firm enrolled in the program, provided that the association is not a network
as deﬁned by Interpretation No. 26-2 and the association receives annual approval
from the board. The National PRC administers this process on behalf of the board.

The assomatlon must ‘submit an AIF to the National PRC that must be approved by
the board prior- to 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 firmsAICRA mepabers in the same
association enrolled in the program. Furthermore,

a. Annual approval of the AIF does allow, where the association is not a

o

o

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 (association formed review teams) or to
provide technical assistance to such review teams,

The reviewed firm and adm1n1ster1ng entity, not the association, is
ultimately responsible for ensuring that its peer review is scheduled,
performed, and completed in a- / manner.

Annual approval of the AIF d" s not gra_nt the association the authority
to administer the program; therefore, the dssociation is not deemed an
approved administering entlty '

d. Approval of the AIF is not an endorsement ofap roval of, or has any

&

pumose “of this requlr@me il i

ﬁait»s;fmember ﬁrmsﬁ-;igl obt

eer review program th
‘l_ R not enrelled i

applicability to a separat
conduct or%gdminister

n association may
he programaon-

If the association: makes any representatlons (in brochures, directories,
pampbhlets, web51tes or marketing or selling materials regarding
ngagements), in order for the AlF to be

1ga’[e the appearance of a 1&01{ of

111depen' encc The bearg does not i’)i‘OhlblE an assomatzon h om makmU

following independence criteria:

a. 'Thé 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.

The association does not make representations regarding the quality of
professional 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 assé ation may wish to have such a
review to enable its member firms that use the materials it develops to have more
efficient peer reviews. Associations that elect to h ve this type of review should
consult with AICPA program staff.

An association formed review team, -

a. requires that a majorrty of the review team members including the
team captain in a System Review, and all members | m an Engagement

Review, be massocratlon‘lf ember firms.

reviews  in %accordance with these standards,
the peer review report is issued
review captain’s firm and
rreview captain’s firm (not

b. performs %
interpretations;and- ot her, guldaneexag
the letterhead, of the: team captai
_of the teﬁl%" eapta

in the accounting or?audrtmg function of a firm enrolled in the program and the firm
(or all firms if assdoiated with more than one ﬁrm) that the member is associated with
should have recewed 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

34-2

- Question—Wh

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 begmnmg date or the peer review due
date of the new firm. In no circumstances will the tratisition perlod exceed 18 months.
The previous firm should have received a report:with a peer review rating of pass on
Eidual should meet all of the other

quahﬁcauons for service as a team captam
captain in an Engagement Review. An ing
or rev1ewer in a System Rewew quah

"'stered by another administering
on a review adrrnmstered by the

5 ' £y, ry-to perform a peer review of a
1s requlred to be acimmlst red by“the Natlonal PRC?

a reviewer or reviewing firm fails to notify the relevant
administering entity.or AICPA technical staff, as applicable, of any such allegations
or investigations, limitations or'restrictions, or both, relating to the conduct of his, her
or its performance of accounting, audit, or attestation engagements within the
specified tiine requirements?

Interpretation—If a' reviewer or reviewing firm fails to notify the relevant
administering entity 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 Question—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
AJCPA-members-who are engaged in the practice of public accounting in the United
States or its territoriesyas-well-as-otherfirms enroled-intheprogram: Some firms also
have offices in foreign countries or their territories. “f reign jurisdictions™), including
the Cayman Islands and Bermuda. One important factor to consider in determining
whether reports issued for clients in those foreign jurisdictions are to be included in
the scope of the peer review is the Iettefﬁead of ‘the.report issued. For instance,

ordinarily if a U.S. firm issues a repert on letterhead from its office in that foreign
jurisdiction, the engagement would not ‘be included in thé"*‘siﬁope of the peer review.

Another factor is whether the reports. 1ssued for clients in the forelgn jurisdictions are
addressed by guidance from the state bo: rd of ace é*iuntancy(s) th§a 1ssues the firm’s

u1rements :issued by the licensing authority of the
i able to the revnewed firm.

review or practlce momtormg
foreign j chctlon whlch are ap

Qualifying for Service as a Peer Review Commlttee Member, Report
Acceptance Body Member or Technlcal Reviewer

Questmn—Paragraphs 132 and 1?36 of the standards note that minimum
fequirements must be met to be a peer review committee member, a report acceptance
body member, or a technical reviewer. What are those requirements?

Interpreratzon—

Peer Rewew Commlttee Member

A majority of the peer review committee members and the chairperson charged with
the overall responsxblhty 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

committee 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.
Reinstatement 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 mustheuld

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 present]y
involved in the accounting or auditing. practice of a firm supervising
one or more of the firm’s accountmg or auditing engagements or
carrying out a quality control: functlon on the firm’s accounting or
auditing engagements. CE

b. be associated with a firmior, all firms 1f szsomatcd with more than one
firm) that has recelved'a.,y port with a peer review rating of pass on its
most recently accepted System or Engagement Review that was
accepted timely, ordmaft'ly Wlthm the last 3 years and 6 months (see

Interpretation No. 31b-1). -

dcmonstvate S roficiency in the

d. ba, an A‘\EC‘P y e er in_good sta
T = : N 8
' ¢ member-:dutl_es for

L ! | adm1mster1ng entity hasa ar, avallable pool of consultants with GAS, ER.ISA FDICIA,
'?’écarrymg broker-dea]er and ‘service organization experience to call upon in the

instance when it does not have:an experienced RAB member to consider the review

of a ﬁrm when mrcﬁmsta.nces warrant. The national RAB consultant would not
ily: have to parif1c1pate physically in the RAB meeting (teleconference option).
onsultant will not be eligible to vote on the acceptance of a review.
Determinatio 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 service 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 engagement that-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 ,'bgod standing'whether conducting consultant
duties for firms with or'without AICPA me bers.

A report acceptance body membertiwho
performing peer reviews no longer

at the discretion of the ad

Technical Reviewers

of the program appllcable to the type of peer reviews belng evaluated
~and that meet the requitements of the team captain or review captain

_ tralnrng requirements esféibhshed by the board (see Interpretation No.
C33-1) e

partlc:lpate in at least one peer review each year, which may include
partlclpatlon in: an on-site oversight of a System Review.

¢. bean AIC PA member in eood standing, whether conducting technical
reviewer duties for firms with or without AICPA members.

- de have an ‘appropriate level of accounting and auditing knowledge and
expetience suitable for the work performed. Such knowledge may be
obtained from on-the-job training, training courses, or a 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 shouldiobtain at least 8 hours in any 1
year and 48 hours every 3 years in:subjects relating to accounting,
auditing, and quality control,; The terms accounting, auditing, and
quality control should be 4 eted:

standards for engagements that fall w1th1n%the scope of peer review as
described in paragraphs .06—.07 of the standards

»The reportit :-‘
S“AJ

‘ OIT peer reviews no longer meets
-such suspensnon or restrlction is removed

Correspéradiﬁg changes
on the fi]"ta‘at guidance ap

the Peer Review’ Progra ‘Manual will be made as necessary based
d by the Peer Review Board.
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Introduction

CPAs take pride in their long-standing commitment to excellence. That commitment
includes continued vigilance in delivering accounting and auditing services and
protecting the public interest.

In the current business environment, the rapid pace of change is driving complexity, and
that trend is not likely to abate. Increased complexity presents challenges to practitioners
in public accounting as they strive to perform high-quality accounting and auditing
engagements for entities not subject to Public Company Accounting Oversight Board
(PCAOB) permanent inspection. The public’s reliance on these services is based on
CPAs' integrity, objectivity and competence. The goal of the AICPA Peer Review
Program (Program) is to promote quality in the accounting and auditing services
provided by the CPA firms.

With that in mind, in May 2014, the American Institute of CPAs (AICPA) launched its
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.

EAQ is being implemented through a multi-phased approach. The initial phase involves
planned and proposed efforts that will begin to improve quality in the near term. The
long-term vision focuses on the transformation of the current peer review program into a
near real-time practice monitoring process that marries technology with human
oversight.

This paper discusses a proposed plan to increase the quality, consistency, efficiency
and effectiveness in the administration of peer reviews, while providing for appropriate
cost recovery, as one of the long-term changes under the EAQ Initiative. The proposal
was developed with direct input from more than a dozen state CPA society leaders and
is being shared with executive leadership of all state CPA societies for the purpose of
obtaining additional feedback before finalizing a formal plan for execution.

In developing the evolution of peer review administering entities (AEs), the following

guiding principles were followed:

* [mprove quality of CPA firms’ accounting and auditing practices

* Maximize opportunities to support firms in their quaiity efforts

* Provide appropriate cost recovery for administration

» Enable state societies to provide member value and service to firms, by maintaining
involvement in the program

¢ Position state societies for appropriate interchange with federal and state regulators

¢ Support EAQ initiatives

Each of the state CPA societies and all peer review administering entities (AEs) have
been integral to the success of the peer review function, which is enormous in both
scope and size across the country. Their commitment to meeting the needs of
practitioner members and regulators has been, and continues to be, tremendous. The
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need for an evolution of peer review administration as outlined in this discussion paper is
the direct result of how peer review has grown and matured over the past 35 years in the
marketplace, in the regulatory environment and in the technological environment, and
does not diminish the contributions of any state CPA society or AE.

Executive Summary

The AICPA Peer Review Program (Program) has represented the profession’s ongoing
commitment to enhancing the quality of accounting and auditing services for more than
35 years. It has served the public interest while simultaneously delivering numerous
benefits to thousands of CPA firms. The Program is governed by the AICPA Peer
Review Board {(PRB), which is comprised of public practitioners, state CPA society chief
executive officers and a regulatory representative.

Currently, 41 administering entities (AEs), including the National Peer Review
Committee {National PRC), administer the Program for public accounting firms within the
50 states, the District of Columbia and the U.S. territories (see Exhibit 1). The AEs also
administer peer reviews for public accounting firms enrolled in a state society peer
review program {non-AlCPA member firms and non-state society member firms). In fotal,
the AEs administer about 34,000 peer reviews over a three-year period.

Effective and consistent peer review administration is critical to help ensure the quality of
the accounting and auditing services performed by CPA firms. The AEs vary in the
number of peer reviews that they administer, ranging from approximately 100 to as many
as 5,250 peer reviews over a three-year period. As a result, they differ in structure,
policies, the composition and involvement of employees, use of contractors, Report
Acceptance Body (RAB) criteria, and Peer Review Committee {Committee) criteria.

The PRB, at a national level, performs oversight of the AEs and RABs. Past oversight
has fregquently identified inconsistencies in the effectiveness of peer review
administration. Oversight consists of reviewing the procedures conducted by the AEs
and RABs to ensure peer reviews are being performed and accepted in accordance with
the AICPA’s Standards for Performing and Reporting on Peer Reviews (Standards).
Oversight has revealed that a significant level of investment (time, money and volunteer
and staff commitments) is necessary to maintain the technical and administrative
competence required to administer the Program, and to efficiently and effectively
incorporate changes in guidance and technology into AE administrative processes.

Other than through technological advances, the administration of peer reviews has
remained largely unchanged since the inception of the Program. To help improve overall
accounting and auditing quality, enhancements to and greater consisiency in peer
review administration are required. Accordingly, an evolution of the structure and criteria
for AEs is being proposed for input and discussion.

The proposed criteria would decrease the number of AEs fo approximately eight to ten in
total, each of which would have the capacity to effectively administer at least 1,000 peer
reviews per year, Consolidating AEs will provide greater consistency in the Program'’s
administration.
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Each AE would be required to have a Director-level professional with primary
responsibility for peer review and at least one full-time staff in each of the following roles:
¢ Administrator
¢ Technical Reviewer
 Manager

In addition, each AE would have an appropriately structured Committee and RAB(s).
The Committee would meet at least quarterly and include 15-20 members who are team
captain qualified from the states administered. RABs would be comprised of
approximately five members and would meet every two weeks. RAB members would be
assigned to the meetings to obtain a cross section of industry experience, including at
least one member with experience in any must-select industry included in a review to be
presented. A minimum of three RAB members must accept any review. Most meetings
could be conducted using technology, rather than in-person.

Feedback on the proposed criteria and structure is requested by August 1, 2016. Once
criteria are established, AEs wishing to continue to administer the program will be asked
to communicate to the AICPA no later than January 31, 2017 their commitment to and
plans for meeting the criteria. The goal is to have the revised structure in place by
December 28, 2018. The AICPA is committed to providing resources to all AEs to help
ease the transition to becoming an AE of the future, or to transitioning administration
responsibilities to another AE.

Evolution of Administering Entities

As designated by the PRB, the Oversight Task Force (OTF) conducts onsite oversight of
AEs every other year. The process includes meetings with administrators, technical
reviewers, and RAB members to understand their policies and procedures to ensure
compliance with the Program.

OTF members and/or AICPA staff conduct RAB observations three times per year per
AE to ensure RABs are performing all of their responsibilities. The observations include
a review of materials provided to the RAB from a sample of AICPA peer reviews to
consider the risk assessment, scope, peer review report, letter of response,
management representation letter, corrective actions, implementation plans and other
peer review documents before the RAB meeting. During its meeting, RAB members
deliberate each review. If, after the deliberation, there are items the observer noted that
were not discussed, the observer brings them to the RAB’s attention for discussion.
Observers also analyze certain administrative procedures to ensure the AE administered
the peer review in accordance with Program Standards.

An enhanced oversight program of AE administration and RAB activity began in the fall
of 2014 as part of the EAQ initiative. This program engages subject-matter experts
(SMEs) to oversee peer reviews, primarily focusing on “must-select’ engagements.
Must-select engagements’ are industries and practice areas from which at least one

1 Must-select engagements currently include engagements performed under Govemmental Auditing Standards {GAS),
audits of employee benefit plans, audits performed under the Federal Deposit Insurance Corporation Improvement Act
(FDICIA), audits of carrying broker-dealers and examinations of Service Organization Control (SOC) 1 and 2
engagements.
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engagement must be selected as part of the peer review, if applicable. The enhanced
oversight includes a review of the financial statements and engagement working papers
to verify that peer reviewers are identifying all issues in must-select engagements,
including whether engagements are properly identified as non-conforming. The oversight
increases confidence in the peer review process and identifies areas that need
improvement, such as peer reviewer training. Engagements are selected on a random
basis to establish a statistically valid quality measure, and additional targeted selections
focus on specific areas of concern, such as high-volume reviewers.

The oversight process has captured and highlighted areas of concern for the
effectiveness, efficiency and consistency of the Program across AEs, regardless of state
society size,

Noted inconsistencies from the oversights and RAB cbservations include (but are not
limited to):

e Finding for Further Consideration forms (FFCs) lack all required elements in the
firm's response — meaning, the firm’s response does not include how it intends to
implement changes to prevent future occurrences of the finding, the person
responsible for implementation, the timing of implementation and, if applicable,
additional procedures to ensure the finding is not repeated in the future

+ The peer reviewer failed to identify the systemic causes of quality issues
identified in the FFCs and deficiencies/significant deficiencies in the peer review
report were not clearly articulated by the reviewer

» The appropriateness of the firms’ taken or planned remediation of engagements
not performed in accordance with professional standards was not discussed by
the RAB — meaning, an incorrect or ineffective remediation plan could have been
undertaken by the reviewed firm, and, if the firm’s actions were not appropriate,
could have resulted in a significant change to a negative report rating (pass with
deficiencies or faif)

« Peer review overdue notices were not sent on a timely basis resulting in peer
reviews that were not performed timely and noncooperation procedures delayed
or not begun on firms - meaning, quality issues could remain undetected and
firms could be violating licensing requirements

» SMEs identified a much higher rate of non-conforming engagements
(engagements not performed in accordance with professional standards) than
peer reviewers. The 2014 statistically-valid sample revealed a 43% deficiency
rate versus a 9% rate detected by the peer reviewers. Targeted selections, which
were high-volume reviewers, resulted in a 50% versus 0% rate.

While these items support the need to strengthen the qualifications and support of peer
reviewers, which have and will continue to be addressed by various EAQ initiatives, they
also support the need for technical reviewers to perform more thorough evaluations of
peer reviews and AEs to perform more effective (and possibly more frequent) oversights.
In addition, peer reviewers and RAB members should more closely consider the details
of a review and contemplate the implications of the information provided, including the
determination of whether:

» The firm has complied with professional standards

« The firm's planned remediation (for engagements and its system of quality

control) is appropriate
» The firm’'s corrective actions are an appropriate remediation
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» The firm is cooperating and if not, terminating the firm's enrollment, which in turn
can jeopardize the firm’s license to practice pubiic accountancy

To help improve audit quality and consistency across peer review administration, the
following criteria (more fully described below) are proposed for AEs to be most effective
and to continue to administer the Program. The criteria are based upon discussions with
state society leaders, meetings with AEs and the results of AE and RAB oversights:

» Administration of at least 1,000 peer reviews annually

» Effective AE peer review management, employee and consultant structure,

gualifications and respensibilities
» FEffective performance of Committee and RABs

Administration of at least 1,000 Peer Reviews Annually

While many lower volume AEs excel at Program administration, oversight data and RAB
observations indicate large volume AEs generally operate with greater consistency,
achieving administration that is cost effective and efficient. Achieving more consistency
in peer review administration is key to improving peer review and enhancing audit quality
in the profession.

With deeper resources, the AEs that administer a larger volume of reviews typically
administer reviews more quickly, more frequently address reviewer performance issues
at the appropriate level, when required, conduct highly deliberative RAB meetings,
demaonstrate thorough reviews in their RAB conclusions, and overall, receive fewer
oversight comments. The yearly cost to administer 1,000 peer reviews annually, based
on a team of one Director, six Administrators, one Manager and four full-time equivalent
Technical Reviewers would be approximately $1,015,000 (see Exhibit 2 for assumptions
and the section immediately following this one for staffing rationale). As occurs today,
AEs of the future will charge administrative fees to enrolled firms to recover all costs
associated with Program administration. Larger volume AEs also tend to have more
flexibility and expertise to incorporate changes in technology and guidance when
changes are required. Additionally, the oversight and communications functions between
and among the AICPA and the AEs can be enhanced to create more opportunities to
provide members and state society value, and minimize inconsistencies.

Accordingly, we propose the administration of at least 1,000 peer reviews annually by
each AE,

Effective Administering Entity Peer Review Management, Employee
and Consultant Structure, Qualifications and Responsihilities

AEs that administer a large volume of reviews generally have the most effective and
consistent administrative processes. Such AEs have similar structures, including
dedicated full-time staff. Staffing specifics vary, however each has at least one full-time
administrator, manager and technical reviewer who were identified as important aspects
to the administration of the peer reviews. Further, these AEs have dedicated
management focusing exclusively on peer review and sometimes on other audit quality
initiatives; examples include ethics enforcement and staffing technical ABA committees.
Also, as peer review continues to evolve, dependency on technology for all steps of the
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process, including administration, has increased (and will continue to increase). The
ability to adapt and work effectively with changing technology has been considered
critical in determining the qualifications necessary to perform these roles.

The proposed structure of an AE would consist of a Director-level professional with
primary responsibility for peer review and full time staff should include at least one of
each of the following:

. Administrator
. Technical Reviewer
. Manager-level employee

The AE should have additional staff of dedicated technical reviewers or consultants to
administer at least 1,000 peer reviews annually. Our estimates indicate 1,000 peer
reviews will require 9,000 administrator and 7,100 technical reviewer hours (see Exhibit
2}, and the AE should be structured accordingly.

Director

The Director would be responsible for overseeing the operaticns of the Peer Review
Program administration and ensuring quality and consistency. The Director would
provide assistance to peer review firms and reviewers, including technical assistance in
areas such as accounting, auditing and independence. The Director would be
accountable for ensuring that the Committee and RABs act in compliance with the
Program and the RAB Handbook. The Administrators, Managers and Technical
Reviewers would report to the Director, who would have the authority to assign and
reprioritize tasks for these positions. A Director's time would not need to be 100%
allocated to peer review, but he/she should have sufficient experience and involvement
to maintain an efficient and effective Program. See Exhibit 3 for additional
responsibilities and recommended qualifications for this position.

Administrator
The Administrator(s) would be responsible for the scheduling aspects of the Program.
The Administrator(s) would:
e Confirm that all enrolled firms schedule their reviews in accordance with AICPA
Standards and state board requirements
» Maintain information for firms enrolled in the program that do not require peer
reviews
« Assist firms to resolve any scheduling errors or issues
s Work with peer reviewers to coordinate the submission of peer review
documents to the AE
* Process the submitted review documents to ensure that ali required
documentation is received
¢ File review work papers received from peer reviewers and reviewed firms so
they are accessible for the Technical Reviewers
* Maintain Facilitated State Board Access records in a timely manner
s Ensure the AE Plan of Administration is submitted annually to the AICPA by the
stated deadline
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Our estimates indicate six full-time equivalent Administrators would be needed to
effectively administer 1,000 peer reviews annually based upon an assumption of 9,000
fotal hours of Administrator time (see Exhibit 2 for further information on assumptions).
See Exhibit 4 for additional responsibilities and recommended qualifications for this
position.

Manager
The Manager(s) would be responsible for the operation and maintenance of all
administrative functions of the Peer Review Program. The Manager{(s) would:

« 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 activities of the RAB

See Exhibit 5 for additional responsibilities and recommended qualifications for this
position.

Technical Reviewer
The Technical Reviewer{s) would be responsible for performing the work paper review
before the presentation of a peer review to the RAB. The Technical Reviewer(s) should
be capable of performing a full work paper review, which includes a review of all of the
engagement checklists and the quality control policies and procedures documents. The
Technical Reviewer(s) would:
e Work closely with peer reviewers and public accounting firms to identify and
resolve questions and issues prior to RAB presentation
s Assist the RAB member responsible for presenting the review by providing
additional detailed information as necessary

Our estimates indicate four full-time equivalent Technical Reviewers would be needed to
administer effectively full working paper reviews of 1,000 peer reviews annually based
upon an assumption of 7,100 total hours of technical reviewer time (see Exhibit 2 for
further information on assumptions). See Exhibit 6 for additional responsibilities and
recommended qualifications for this position.

Full-time Administrators and Technical Reviewers may serve in a limited capacity in

other areas with prior approval and periodic review by the OTF. Any known additional
responsibilities should be provided to the AICPA as part of the AE’s proposed plan for
continuing as an AE (see discussion below under Administering Entities of the Future).

The AICPA will consider exceptions to the required criteria for AEs, by grandfathering
Directors, Administrators, Managers and Technical Reviewers currently engaged in the
Program and performing at a high level of quality in their area of expertise. An objective
of the final plan is to retain experienced and qualified peer review staff members, and
Program technology will enable telecommuting where appropriate.
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Effective Performance of Peer Review Committee and Report
Acceptance Body

Each AE will be responsible for establishing a Committee and RAB(s) having the
collective knowledge and expertise key to the Program’s success and the profession’s
self-regulation. Through assigning and following up on corrective actions, Committee
and RAB members help improve audit quality and support firms by holding them
accountable. Finally, the Committees and RABs ascertain the right information is
included in the system to support improvement and changes to professional standards,
as appropriate.

The Committee would include:
s 15-20 members who are team captain qualified
*» Members from each of the states administered by the AE

Committee members would ordinarily serve five one-year terms that are dependent upon
satisfactory performance with the ability to extend beyond five years for one or more
additional one-year terms depending upon the Committee’s needs.

The full Committee should meet at least quarterly, in whichever format the AE deems
effective (in-person, web-based, telephonic), with at least one in-person meeting per
year. The Committee is ultimately responsible for the following:
» Discussing AICPA PRB proposals to the Program and comment, as appropriate
» Discussing and executing changes to the Program Standards, interpretations and
related guidance issued by the AICPA PRB
e Communicating guidance changes to RAB members who are not on the
Committee
¢ Discussing the AE Plan of Administration, including effectiveness of technical
reviews and oversights and approval before submission to the PRB
» Resolving concerns raised during RAB meetings
» Resolving disagreements (or where no resolution can be made, referring
unresolved issues to the PRB for final determination)
« Monitoring the status of reviews administered (e.g., overdue scheduling forms,
length of time since work papers were received, firms undergoing hearings, etc.)
» Evaluating the qualifications and competencies of technical reviewers on an
annual basis
» Performing other tasks as discussed in the RAB Handbook

An Executive Committee may be formed and would be responsible for the tasks
previously listed, delegating certain tasks to sub-committees or other groups who then
report back to the Executive Committee.

RAB meetings would follow these criteria:

» Organized and hosted by AE on a regular cycle, scheduled, at a minimum, every
two weeks (meeting may be canceled if there are not six peer reviews (or a
reasonable number) to accept

s Active participation by approximately five members in each meeting
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¢ A minimum of three RAB members must accept any particular review

¢ A mix of experience of industries with at least one member who has experience
in any must-select industry in which such engagements are included in a review
to be presented

¢+ Members presenting or voting on system reviews must be team captain qualified

+« Members presenting or voting on engagement reviews must be review captain
qualified

* Meetings may be separated between system and engagement reviews based
upon qualification of the RAB members

¢ When conducting conference calls, the number and complexity of reviews should
be considered so that the calls are expected to last approximately two hours

A Committee member would chair each RAB meeting. This allows for consistency in
RAB decisions and the identification of overarching concerns to be brought back to the
Committee for discussion and resolution. It would also aid in increasing the effectiveness
of the technical review process and oversight. The RAB Chair would also communicate
Commitiee decisions, changes in guidance and other information during RAB meetings,
as necessary.

The AE should maintain a RAB pool large enough to rotate members so that each RAB
does not consist of the same individuals. The pool should include an estimated 49
members, which considered the following:

» 59 meetings per year,

+ Five RAB members involved in each call and

» Six calls per year per RAB member.

Each RAB member would contribute approximately 50 hours per year. (See Exhibit 2 for
assumptions). The RAB member pool should consist of individuals from each of the
states administered by the AE. The AE should avoid RABs comprised of all individuals
from one particular market especially when that market's reviews are being presented. It
is possible and acceptable that a RAB may not have a member from all markets being
administered.

For each RAB meeting, the reviews being presented would be assigned to RAB
members based on their industry experience, RAB members should commit sufficient
time prior to the meeting to familiarize themselves with the details of the reviews they are
assigned to present and if necessary, discuss the review with the Technical Reviewer.
For reviews the RAB member would not be responsible for presenting, they should af
least have a general understanding of the results and issues prior to the meeting so a
robust discussion can occur and the RAB can reach the right conclusion about the
review.

For each review, the RAB would consider whether it was performed in accordance with
the Standards, interpretations and other related guidance. RAB members should also
consider whether Matters for Further Consideration (MFCs), FFCs, reporis and letters of
response are substantive and prepared in accordance with the Standards. The RAB
should determine whether the firm's remedial actions for non-conforming engagements
and systemic issues are appropriate, and whether any corrective actions or
implementation plans are necessary. The RAB should follow up on any corrective
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actions or implementation plans to ensure that they are completed to the satisfaction of
the RAB.

It is critical to the efficacy of the Program that Committee and RAB members exércise
the appropriate degree of skepticism in discharging their responsibilities. Qur-combined-
and cdllaborative ability to continue to administer the Program on behalf of stakeholders
- and to-satisfy the needs of regulators - requires that Committée members, RAB
participants, and AE and AICPA staff be willing to execute on‘thie values of the CPA
profession, even when faced with-difficult or Uncomfortable decisions.

National Peer Review Program

National Peer Review Committee

The National PRC currently meets the proposed criteria, except for administering 1,000
reviews per year. Approximately 700 firms have their peer reviews administered by the
National PRC either voluntarily or due to meeting any of the following criteria:

1) The firm is required to be registered with and subject to permanent inspection by
the PCAOB,

2) The firm performs any engagement under PCAOB standards or

3) 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

Due to the unique nature of the firms administered by the National PRC with special
requirements and their need for more rigorous oversight, these firms would continue to
be administered by the National PRC to ensure that they will be supported effectively.

New National AE

The AICPA would create an additional national AE that would meet this proposal’s
criteria to administer peer review for firms that do not meet National PRC criteria, and to
provide another option for state societies that choose not to administer the program in
their state. As with the current Program, firms may request approval for their reviews to
be administered by the AE primarily responsible for their home state or by ancther
newly-approved AE, upon approval by that AE after evaluating the reasons for the
request.

Administering Entities of the Future

As occurs today, the AICPA will evaluate and approve AEs administering the program in
the future. A commitment to meet the criteria by a certain date, as finally determined
after input from stakeholders, would be a prerequisite to such approval, but not be the
sole deciding factor. The AICPA would work with the approved AEs on transition,
including how the AEs can establish best practices regarding cost and quality issues.
The AICPA will provide policy communications through state society committees to ease
the transition by outlining the ongoing role of the society. Mulfiple state societies have
outsourced their own peer reviews for many years (See Exhibit 1), with effective and
efficient results for members.
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The AICPA and the PRB will continue to serve in an oversight role for AEs and will not
actively participate in the RAB and Committee mestings.

Currently, peer reviews of non-AICPA member firms are administered by the state
societies where their home office is located, and they are not officially part of the
Program. The AICPA’s Standards and related Interpretations are expected to be revised
so that non-AICPA member firms and non-state society member firms must be enrolled
in the AICPA Program to receive a peer review through an AE.

Feedback on the proposed criteria and structure is requested by August 1, 2016. Once
criteria are established, AEs wishing to continue to administer the program will be asked
to communicate to the AICPA no later than January 31, 2017 their commitment to and
plans for meeting the criteria. The goal is to have the revised structure in place by
December 28, 2018. The AICPA is committed to providing resources to all AEs to help
ease the transition fo becoming an AE of the future, or to transitioning administration
responsibilities o another AE.

Transitioning out of Administering Entity Role

If a state society does not plan to administer reviews going forward or chooses not to
meet the criteria by the end of 2018, all of the reviews administered by that state society
must be transitioned to another AE, either:

1. A newly-approved AE or
2. The new national AE established by the AICPA.

As with the current Program, firms may request approval for their reviews to be
administered by the AE primarily responsible for their home state or by another newly-
approved AE, upon approval by that AE after evaluating the reasons for the request.

Throughout this transition, there will likely be change management issues for members,
peer reviewers, firms and AICPA and state society staff. The AICPA is committed to
helping ease transition issues, and will work to find ways to retain the skills and
knowledge of participants at all levels of the current AE structure, whenever feasible and
appropriate.

Stakeholder Feedback Requested by August 1, 2016

Feedback is integral to the progress of evolving peer review administration. All input will
be considered, and it will inform and shape how the AICPA and state CPA societies
move forward with this proposal.

Please consider the following questions when commenting on this discussion paper.

* |s the proposed timeline feasible?
o s January 31, 2017 sufficient time to make decisions regarding the role
your state CPA society will play in peer review in the future?
o |s December 28, 2018 a feasible timeframe for full transition to the new
model assuming appropriate technology is in place?
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¢ Are there other qualifications of Administrators, Technical Reviewers, Directors,
RAB members or Committee members that should be included in the required
criteria?

* Are there procedures that should be standardized at the Committee vs. the RAB
level?

« Are there any additiona! issues for consideration?

« If you disagree with any aspects of the proposed plan, please share alternative
suggestions for meeting the quality objectives.

Comments and responses should be sent to Beth Thoresen, Director — Peer Review
Cperations, AICPA Peer Review Program, AICPA, 220 Leigh Farm Road, Durham, NC
27707-8110 or prsuppori@aicpa.org and are requested by August 1, 20186.

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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Exhibit 1 — Administering Entities Approved to Administer the
AICPA Peer Review Program

Administering Entity

Alabama Society of CPAs
Arkansas Society of CPAs
California Society of CPAs
Colorado Society of CPAs
Connecticut Society of CPAs
Fiorida Institute of CPAs
Georgia Sociaty of CPAs
Hawaii Society of CPAs

ldaho Society of CPAs

lllincis CPA Society

Indiana CPA Society

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

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

Virginia Society of CPAs
Washington Society of CPAs
West Virginia Society of CPAs
Wisconsin Institute of CPAs

Licensing Jurisdiction
Alabama

Arkansas

California, Arizona, Alaska
Colorado

Connecticut

Florida

Georgia

Hawaii

Idaho

[llinois, lowa

Indiana

Kansas

Kentucky

Louisiana

Maryland

Massachusetts

Michigan

Minnesota

Mississippi

Missouri

Montana

N/A

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

New Mexico

New York

North Carolina

North Dakota

Chio

Cklahoma, South Dakota
Cregon, Guam, Northern Mariana Islands
Pennsylvania, Delaware, Virgin Islands
Puerto Rico

South Carolina

Tennessee

Texas

Virginia, District of Columbia
Washington

West Virginia

Wisconsin

*New Hampshire firms will be administered by the Massachusetts Society of CPAs

beginning May 1, 2016.
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Exhibit 2 — Assumptions in Calculations

The proposed criteria for the new AEs is based on administering 1,000 peer reviews
annually, having effective AE employee structure, qualifications and responsibilities, and
having an effective Committee and RAB structure as described on pages 5-9. As occurs
today, AEs of the future will charge administrative fees to enrolled firms to recover all
costs associated with administration of the Program. Assumptions used in calculating
the number of technical reviewers and RAB members include:

For 2012-2014, there were 14,355 engagement reviews and 12,081 system
reviews
All firms with 100 or more professionals are administered by the National FRC.
The calculations excluded firms whose peer review was administered by the
National PRC
All firms with more than 10 professionals have a system review.
For firms with 10 or fewer professionals, 39% are system reviews and 61% are
engagement reviews
The number of firms with more than 10 professionals are spread evenly across
the AEs
Based upon performing 1,000 technical reviews annually, 427 would be system
reviews and 573 would be engagement reviews.
Estimated hours of technical review time per review

o System reviews — 8 hours

o Engagement reviews — 2.5 hours
Technical reviewers to spend an estimated 190 hours per month (excluding time
per reviews) on RAB meetings and preparation, follow-up on corrective actions,
on-site and off-site oversights and other trainings
Technical reviewers are able to accept 30% of the engagement reviews
(approximately 172 out of 1,000) without presenting o the RAB.
Of the reviews presented to the RAB per year, 427 would be system reviews and
401 would be engagement reviews
Of the reviews that require RAB acceptance, 30% are included on the consent
agenda (128 would be system reviews and 120 would be engagement reviews).
System and engagement reviews discussed by the RAB were divided into easy,
moderate and difficult reviews for each type of review with different amounts of
time allocated to each to estimate that 118 hours of RAB meeting time would be
required per year
RAB Meetings should not extend longer than 2 hours
Administrators spend on average 9 hours per review administered, assuming a
small increase in efficiency provided by self-service background form
Full-time employee equivalent calculations for the administrators and technical
reviewers are hased upon 1,800 hours, which would exclude vacation, continuing
education, etc.
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Exhibit 3 — Proposed Peer Review Director Responsibilities and
Qualifications

Responsibilities:

» Qversee the fechnical and operational aspects of the Peer Review Program

+ Maintain the quality and consistency of the Peer Review Program

+ Ensure the Committee and the RAB(s) act in compliance with the Peer Review
Program Manual and RAB Handbook

» Assign and reprioritize tasks for Manager, Administrator and Technical Reviewer

» Provide assistance (technical and general) to firms, peer reviewers and staff

» Assist in the review of CPE materials, monitor CPE courses and, as necessary,
write CPE materials for courses

» Ensure the Peer Review Program website is up to date and accurate

» Approve and ensure peer review communications are accurate

Qualifications:

« Bachelor's degree in accounting, finance or related field

» CPA designation and active license

« Minimum of eight years of professional experience in accounting or auditing

¢ Strong knowledge of accounting, auditing and quality contro! standards

» Ability to multi-task in a time-sensitive environment

* Excellent verbal and written communication skills

« Strong interpersonal skills with ability to work well with CPAs

« Strong knowledge of the state peer review regulatory requirements in the states it
administers and a familiarity with the peer review requirements of other state
boards
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Exhibit 4 — Proposed Peer Review Administrator Responsibilities
and Qualifications

Responsibilities:

+ Manage the scheduling aspects of the Peer Review Program ensuring that alil
enrolled firms schedule their reviews in accordance with standards

+ Provide assistance to CPA firms in the preparation and scheduling of their
review, the scheduling of the review in the AICPA computer system, the selection
and approval of reviewers

s Assist firms to resolve any scheduling errors or issues

« Coordinate with peer reviewers the submission of peer review documents to the
AE

» Process submitted documents to ensure completeness of information provided
before review by a Technical Reviewer

¢ Coordinate with Technical Reviewers to provide peer review documents for
review

+ Assist firms and reviewers by answering questions and providing information
about the Peer Review Program

¢ Help individuals understand the licensing requirements of peer review and enroll
firms that are not already enrolied in the Peer Review Program

¢ Evaluate and process firm change requests through research and discussion
with members

¢ Maintain current knowledge of the Peer Review Program standards and
guidance and Administrative Handbook

Qualifications:

+ Bachelor's degree in a related field

» Two to three years of work experience in the administration of a compliance or
regulatory program

* Ability to support web based applications or other software support technology

* Ability to multi-task in a time-sensitive environment

+ Proficiency in Microsoft Word, PowerPoint and Excel

» Ability to work independently and with minimal supervision

e Ability to work non-traditional hours on a flexible basis

» Proficiency in time management, organization and problem solving skills

» Strong interpersonal skills with ability to work well with CPAs

+ Knowledge of state board peer review requirements related to the scheduling,
completion and state board document submission
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Exhibit 5 — Proposed Peer Review Manager Responsibilities and

Qualifications

Responsibilities:

Maintain the day to day operations of the Peer Review Program

Develop processes and procedures for the scheduling and processing of reviews
Maintain infermation on the status of reviews in progress to ensure timely
completion

Document and follow-up on the receipt of review materials, letters of response
and remedial action documentation

Monitor compliance with deadlines for scheduling information, completed
reviews, and follow-up information

Ensure the timely mailing of communications (i.e. request for scheduling,
acceptance/deferral letters, follow-up letters, etc.)

Assist in planning the budget for the Peer Review Program

Coordinate the performance of technical reviews

Assist the Report Acceptance Body by preparing meeting materials and
answering questions

Coordinate and document the decisions of the Report Acceptance Body
Develop and disseminate Peer Review Program information

Respond to inquiries regarding billing charges incurred during the review process
Maintain current knowledge of the Peer Review Program standards and
guidance and Administrative Handbook

Assist in the preparation of the Annual Plan of Administration

Actively participate in conference calls scheduled by the AICPA to receive
training and other information

Qualifications:

Bachelor's degree in related field

Minimum of three years of experience in the administration of a compliance or
regulatory prograrm, or equivalent experience

Ability to support web-based applications or other software support technology
Proficiency in Microsoft Word, PowerPoint, and Excel

Ability to work independently and with minimal supervision

Ability to muiti-task in a time-sensitive environment

Ability to work non-traditional hours on a flexible basis

Proficiency in time management, organization, and problem-solving skills
Excellent written and verbal communication skills

Strong interpersonal skills with ability to work well with CPAs
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Exhibit 6 — Proposed Technical Reviewer Responsibilities and

Qualifications

Responsibilities:

Perform a full working paper review (includes all engagement checklists and
quality control policies and procedures documents) before presentation to the
Report Acceptance Body

Work closely with peer reviewer and firms to identify any questions or issues
before presenting a review to the Report Acceptance Body

Provide assistance to the Report Acceptance Body member responsible for
presenting the review and provide any additional information as necessary
Participate in at least one peer review each year, which may include participation
in an on-site oversight of a system review

Maintain current knowledge of Peer Review Program standards and guidance
Obtain appropriate CPE annually to maintain an appropriate level of accounting
and auditing knowledge including necessary CPE needed to review must-select
engagements

Acquire and maintain an in-depth knowledge of the technical aspects of the Peer
Review Program

Qualifications:

Bachelor's degree in accounting, finance or related field

CPA designation and active license

Minimum of five years of current public accounting experience, including
preferred experience with Government and/or ERISA engagements
Strong knowledge of accounting, auditing and quality control standards
Ability to multi-task in a time-sensitive environment

Proficiency in Microsoft Word, PowerPoint, and Excel

Ability to work independently and with minimal supervision

Ability to work non-traditional hours on a flexible basis

Proficiency in time management, organization and problem-solving skills
Strong interpersonal skills with ability to work well with CPAs
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