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This information is required for executive branch review and the Virginia Registrar of Regulations, pursuant to the
Virginia Administrative Process Act (APA), Executive Orders 36 (2006) and 58 (1999), and the Virginia Register
Form, Style, and Procedure Manual.

Please provide a brief summary (no more than 2 short paragraphs) of the proposed new regulation,
proposed amendments to the existing regulation, or the regulation proposed to be repealed. Alert the
reader to all substantive matters or changes.

As a result of the comprehensive revisions to the accountancy statutes that bteative July

1, 2007, some new regulations are needed, and most of the current regulations are no longer
needed. The comprehensive revisions to the accountancy statutes therefage requir
comprehensive revisions to the regulations. Accordingly, the Virginia Boardaoiufstancy
(Board) is proposing to replace all of its current regulations with newatsons.

Statement of final agency action

Please provide a statement of the final action taken by the agency including (1) the date the action was
taken, (2) the name of the agency taking the action, and (3) the title of the regulation.
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At its July 1, 2009, meeting, the Board approved proposing through the fast trackorggulat
process new regulations that would replace all of the current regulations. The gnopese
regulations were subsequently reviewed with the Department of PlaaimihBudget (DPB) and
the Office of the Governor. On October 8, 2009, the Office of the Governor gavéals ini
approval of proposing the new regulations through the fast track regulatory process.

Although there had been no substantive changes to the proposed new regulations since the
Board’s July 1, 2009, meeting and since the Office of the Governor’s initial approval @reOct

8, 2009, there had been some clarifying changes. At its November 24, 2009, meetingidhe Boa
approved the final wording of the proposed new regulations that appears in the Form TH-04. O
December 17, 2009, the Office of the Governor reviewed that wording and gawalits f

approval of proposing the new regulations through the fast track regulatory proleess.

Virginia Society of Certified Public Accountants, whose members compvisea third of the
approximately 22,500 persons who hold a Virginia license, is submitting a lettessixyrits

support of the proposed new regulations.

Legal basis ‘

Please identify the state and/or federal legal authority to promulgate this proposed regulation, including
(1) the most relevant law and/or regulation, including General Assembly chapter number(s), if applicable,
and (2) promulgating entity, i.e., the agency, board, or person. Describe the scope of the legal authority
and the extent to which the authority is mandatory or discretionary.

The Board was established under the former § 54.1-2000 of the Code of Virginia and was
reestablished as an independent board by subsection A of § 54.1-4402 of the Code of Virginia.
Subsection H of 8§ 54.1-4402 of the Code of Virginia gives the Board the responsibility of
enforcing the accountancy statutes and establishing by regulation ruleeedures for the
implementation of those statutes.

a. The accountancy statutes (statutes) are in Chapter 44 (8§ 54.1-4400 et seq.) of Title 54.1 of
the Code of Virginia.

b. The Board’s regulations (regulations) are in Chapter 21 of Agency 5, Title &8 of t
Virginia Administrative Code (18VAC5-21).

Please explain the need for the new or amended regulation. Describe the rationale or justification of the
proposed regulatory action. Detail the specific reasons the regulation is essential to protect the health,
safety or welfare of citizens. Discuss the goals of the proposal and the problems the proposal is intended
to solve.
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Primarily because of the comprehensive revision of the statutes in 2007, ¢heoasiderable
deficiencies in the current regulations.

a. Most of the current regulations are no longer needed because the subjectsmatter i
addressed in the statutes. For example, all the definitions the Board beleeves ar

necessary are now in the statutes. In addition, the statutes now have standards bf conduc

and practice that will remain evergreen. Definitions and standards of conduct and
practice are therefore no longer needed in the regulations.

b. Because of the 2007 revisions to the statutes, many of the current regulations are
inconsistent with the statutes. For example, some terms are defined differ&ime
statutes and the current regulations. In addition, standards of conduct and prdb#ce i
current regulations are out-of-date and therefore inconsistent with the guttiahcs
now in the statutes.

c. The current regulations do not address issues that the 2007 revisions to the statutes
require the regulations to address. For example, the 2007 revisions to the statites g
the Board the ability to enter into confidential consent agreements and directexhtte B
to adopt regulations identifying the type of minor violations for which confidential

consent orders may be offered and limit the number of confidential consent orders that

may be offered to the same licensee in any given period.

d. There are a number of inconsistencies within sections of the current i@taithiat
continue to be applicable. In addition, clarifying changes are needed to most of the
current regulations that continue to be applicable. Examples follow using thaticts
on continuing professional education.

1. The current regulations on continuing professional education are extremelyldiffic
to understand, for example by taking inconsistent positions for categories of
licensees.

2. The current regulations on continuing professional education also do not address

some important issues, such as whether the holder of a Virginia license who has been
exempt from the requirement to obtain continuing professional education should be

required to obtain continuing professional education before he begins providing
services to the public or to an employer.

e. Some of the current regulations were time-sensitive and are no longantel&or
example, regulations on the CPA examination before it became computer-leased ar
longer relevant. In addition, some of the current regulations refer to staiategetre
repealed by the 2007 revisions.

Rationale for using fast track process ‘

Please explain the rationale for using the fast track process in promulgating this regulation. Why do you
expect this rulemaking to be noncontroversial?
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Please note: If an objection to the use of the fast-track process is received within the 60-day public
comment period from 10 or more persons, any member of the applicable standing committee of either
house of the General Assembly or of the Joint Commission on Administrative Rules, the agency shall (i)
file notice of the objection with the Registrar of Regulations for publication in the Virginia Register, and (ii)
proceed with the normal promulgation process with the initial publication of the fast-track regulation
serving as the Notice of Intended Regulatory Action.

The deficiencies in the current regulations are causing considerable cordaosing licensees

and the public over how to apply the requirements of the statutes and the regulationaff The st
and executive committee of the Virginia Society of Certified Public Acemistinformed
members of the Board that they have received a significant number of inquneestalf and
members of the Board have also received inquiries directly. Confusion amongdseansl the
public over how to apply the requirements of the statutes and regulations increaisisahe
noncompliance and the time required to assess and enforce compliance. Dedionetie

current regulations should therefore be cured as soon as possible.

The Board set five criteria in developing the changes to the regulatiorgptusprthrough the
fast track regulatory process:

1. remove regulations that are now addressed by the statutes,

2. add the emergency regulation that became effective May 14, 2009,

3. add interpretations required as a result of the 2007 revisions to the statutes,
4. clarify the existing guidance that continues to be applicable, and

5. eliminate the current regulations that were time-sensitive and are no londed reel
the current regulations that only refer to other regulations.

Changes that conform with these criteria can only have a positive econoruoic 8fye
eliminating the current deficiencies, the risk of noncompliance and the timiea® to assess
compliance will be reduced. No negative economic effects are anticipated.irgima\Society
of Certified Public Accountants, whose members comprise over a third of the apgielyi
22,500 persons who hold a Virginia license, is submitting a letter expressingptatsof the
proposed new regulations. On December 17, 2009, the Office of the Governor approved
proposing the new regulations through the fast track regulatory process.

Substance ‘

Please briefly identify and explain the new substantive provisions, the substantive changes to existing
sections, or both where appropriate. (Provide more detail about these changes in the “Detail of changes”
section.)

The proposed regulations are designed to replace the current regulations with &¢timas.s
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1. 18VAC5-22-10. Definitions.
2. 18VAC5-22-20. Fees.

3. 18VAC5-22-30. Determining whether persons or entities to whom communications are
made, or for whom services are provided, are located in Virginia.

4. 18VAC5-22-40. Determining whether a person who holds a Virginia license is providing
services to the public using the CPA title or to an employer using the CPA title

5. 18VAC5-22-50. Determining whether the principal place of business of a person using
the CPA title, or of a firm, is in Virginia.

6. 18VAC5-22-60. Determining whether a college or university is an accreditetltiosti

7. 18VACS5-22-70. Education.

8. 18VACS5-22-80. Examination.

9. 18VAC5-22-90. Continuing professional education.

10.18VAC5-22-100. Experience.

11.18VAC5-22-110. Demonstrating that a person’s education, CPA examination, and
experience are substantially equivalent to the requirements for obtainirgjraa/
license.

12.18VAC5-22-120. Supervision of firm personnel.

13.18VAC5-22-130. Owners of firms who are not licensees.

14.18VAC5-22-140. Persons who release or authorize the release of reports.

15.18VAC5-22-150. Monitoring program and peer review.

16.18VAC 5-22-160. Confidential consent agreements.

17.18VAC5-22-170. Communication between the Board and licensees.

Although there are 17 sections, the length of the proposed new regulations is apt@igxdme-
third the length of the current regulations.

Issues ‘

Please identify the issues associated with the proposed regulatory action, including:
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1) the primary advantages and disadvantages to the public, such as individual private citizens or
businesses, of implementing the new or amended provisions;

2) the primary advantages and disadvantages to the agency or the Commonwealth; and

3) other pertinent matters of interest to the regulated community, government officials, and the public.
If there are no disadvantages to the public or the Commonwealth, please indicate.

The new regulations will eliminate the significant confusion that currerigyselargely because
of the inconsistencies between the statutes as they were revised in 2007 anckiite c
regulations. This confusion increases the risk of noncompliance. The new regwdtions
protect the public by eliminating the confusion and decreasing the risk of nonaareplia

Eliminating the confusion will also reduce the number of inquiries of the Boardsastafit

about how to apply the statutes and regulations. In addition, reducing the risk of noncompliance
will reduce the number of enforcement cases. The reduction in the number of inquiries and
enforcement cases will enable the Board and its staff to focus on other issues

There are no disadvantages to the public or the Commonwealth in implementing the new
regulations the Board is proposing.

Requirements more restrictive than federal

Please identify and describe any requirement of the proposal which is more restrictive than applicable
federal requirements. Include a rationale for the need for the more restrictive requirements. If there are
no applicable federal requirements or no requirements that exceed applicable federal requirements,
include a statement to that effect.

There are no applicable federal requirements.

Localities particularly affected

Please identify any locality particularly affected by the proposed regulation. Locality particularly affected
means any locality which bears any identified disproportionate material impact which would not be
experienced by other localities.

There are no localities that will be particularly affected by the ngulagons.

Regulatory flexibility analysis

Please describe the agency’s analysis of alternative regulatory methods, consistent with health, safety,
environmental, and economic welfare, that will accomplish the objectives of applicable law while
minimizing the adverse impact on small business. Alternative regulatory methods include, at a minimum:
1) the establishment of less stringent compliance or reporting requirements; 2) the establishment of less
stringent schedules or deadlines for compliance or reporting requirements; 3) the consolidation or
simplification of compliance or reporting requirements; 4) the establishment of performance standards for
small businesses to replace design or operational standards required in the proposed regulation; and 5)
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the exemption of small businesses from all or any part of the requirements contained in the proposed

regulation.

The proposed new regulations will make compliance with the statutes andioeguéatsier,
which makes it easier for licensees and their firms to conduct business in theoGwealth.
The proposed new regulations also provide flexibility, which will also madasier for
licensees and their firms to conduct business in the Commonwealth.

Economic impact ‘

Please identify the anticipated economic impact of the proposed regulation.

Since the proposed regulations are designed primarily to conform the regulatiotize
extensive revisions to the statutes that became effective July 1, 2007, the progoistidms
can cause no additional costs to be incurred. Instead, the proposed regulationsywill likel
produce cost savings because they will reduce the time it takes to understaauitbe and
regulations and how to implement their requirements.

Projected cost to the state to implement and
enforce the proposed regulation, including
(a) fund source / fund detail, and (b) a
delineation of one-time versus on-going
expenditures

No additional costs will be incurred.

Projected cost of the regulation on localities

No additional costs will be incurred.

Description of the individuals, businesses or
other entities likely to be affected by the
regulation

The new regulations will only directly affect

persons who use the CPA title in Virginia and

firms that provide attest services or
compilation services to persons or entities
located in Virginia.

Agency’s best estimate of the number of such
entities that will be affected. Please include an
estimate of the number of small businesses

including its affiliates, that (i) is independently
owned and operated and (ii) employs fewer than
500 full-time employees or has gross annual sales
of less than $6 million.

affected. Small business means a business entity,

It is impossible to estimate with a reasonablé
degree of precision the number of entities th
will be affected. Approximately 22,500
persons and 1,200 firms hold a Virginia

U

at

license. However, the new regulations will not

just affect persons and firms that hold a
Virginia license; they will also affect persons
who use the CPA title in Virginia and firms
that provide attest services or compilation
services to persons or entities located in
Virginia under the substantial equivalency
provisions of the statutes. Those persons a
firms are not required to notify the Board wh
they use the CPA title in Virginia or provide
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attest services or compilation services to
persons or entities located in Virginia.

All projected costs of the regulation for affected No additional costs will be incurred.The
individuals, businesses, or other entities. Board believes the new regulations will likely

Please be specific. Be sure to include the .
projected reporting, recordkeeping, and other reduce the cost of compliance.

administrative costs required for compliance by
small businesses.

Alternatives

Please describe any viable alternatives to the proposal considered and the rationale used by the agency
to select the least burdensome or intrusive alternative that meets the essential purpose of the action.
Also, include discussion of less intrusive or less costly alternatives for small businesses, as defined in
§2.2-4007.1 of the Code of Virginia, of achieving the purpose of the regulation.

Many alternatives were discussed, but none were deemed viable by the Board.

Family impact

Please assess the impact of the proposed regulatory action on the institution of the family and family
stability including to what extent the regulatory action will: 1) strengthen or erode the authority and rights
of parents in the education, nurturing, and supervision of their children; 2) encourage or discourage
economic self-sufficiency, self-pride, and the assumption of responsibility for oneself, one’s spouse, and
one’s children and/or elderly parents; 3) strengthen or erode the marital commitment; and 4) increase or
decrease disposable family income.

The new regulations will make it easier for people to comply with the requitertteprovide
services using the CPA title in Virginia. Increased self-swfficy, self-pride, and responsibility
for oneself, as well as increased disposable family income for all suadngeatsould result.

Detail of changes

Please detail all changes that are being proposed and the consequences of the proposed changes.
Detall all new provisions and/or all changes to existing sections.

If the proposed regulation is intended to replace an emergency regulation, please list separately (1) all
changes between the pre-emergency regulation and the proposed regulation, and (2) only changes made
since the publication of the emergency regulation.

The Form TH-04 proposes to repeal all of the Board’s current regulations, whiohCirapter
21 of 18VACS5, to add a new Chapter 22, and to add the Board’s new regulations to Chapter 22.
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The proposed regulations added to Chapter 22 include, as 18VAC5-22-70, the emergency
regulation that became effective May 14, 2009.

The Form TH-04 is presented in two parts—the basic form, which is presented on pages 1
through 25, and a supplement which appears after the basic form. The pages in the supplement
are numbered 1 through 99.

The basic form—
a. presents the proposed new regulations that will replace the current regulations,
b. accompanies each of the proposed new regulations with a general explanation, and
c. summarizes the main reasons for deletion of most of the current regulations.

The level of detail in the basic form is likely to be helpful for most mesbkthe public
evaluating the proposed changes. However, DPB requested that a more dqitleation be
prepared for its use. In case some members of the public want more detailediexl|aimae
detailed analysis requested by DPB is included in the Form TH-04 as a seppldrhe
supplement consists of three parts:

a. The first part is an introduction. This part is on pages 1 through 4 of the supplement.

b. The second part is a thorough analysis of the disposition of each of the regulations in
Chapter 21. This part is on pages 5 through 82 of the supplement.

c. The third part shows the proposed Chapter 22 with the new regulations. Each of the
proposed new regulations is accompanied by a detailed explanation of the Board’s
conclusions for proposing it. The third part is on pages 83 through 99 of the supplement.

Where relevant, discussions in the basic form are cross-referencecetdetailed discussions
in the supplement.

THE PROPOSED NEW REGULATIONS THAT WILL REPLACE THE CURRENT
REGULATIONS

The regulations the Board is proposing follow. Each section of the proposed newargigat
followed by an explanation that is presentedatics and cross-referenced to the more detailed
discussion in the supplement. References introduced by “8” or “section” irlamations are
citations to the Code of Virginia.
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18VAC5-22-10. Definitions.
The definitions in § 54.1-4400 of the Code of Virginia apply to these regulations.

The current regulations, in 18VAC5-21-10, provide a glossary. As a result of the 2007 revisions,
§ 54.1-4400 contains all the definitions the Board believes are necessary. Therefore, the Board
believes there is no need for a separate definitions section in the regulations. In addition, the
revisions significantly changed most of the definitions that were in the former statdtédse

current regulations. The Board proposes to replace the current 18VAC5-21-10 with 18VAC5-
22-10, which would serve as a placeholder in case future definitions are needed. The
supplement provides a detailed analysis of the changes to each of the definitions in 18VAC5-21
10 on pages 5 through 16.

18VAC5-22-20. Fees.

A. The Board, which § 54.1-4400 of the Code of Virginia defines as the Virginia Board of
Accountancy, shall charge the following fees for services it provides:

Processing an application to take the CPA examination $120
e Processing an application for issuance of a Virginia license 24

e Processing an application for the timely renewal of a
Virginia license 24

e Additional fee for processing an application for a license
renewal that is not timely 25

e Processing an application for reinstatement of a Virginia
license 250

e Processing an application for lifting the suspension of the

privilege of using the CPA title in Virginia or for lifting the

suspension of the privilege of providing attest services or

compilation services for persons or entities located in Virginia 250
e Providing an additional CPA wall certificate 25

e Additional fee for not using the online payment option for
any service provided by the Board 5

B. All fees for services the Board provides are due when the service isteztjard are
nonrefundable.

The current regulations, in 18VAC5-21-20, prescribe requirements for fees. The Board is not
proposing fee increases through the fast track regulatory process. However, revisions are

10



Town Hall Agency Background Document Form: TH-04

necessary to conform with the language of the revised statutes and to eliminate unnecessary
parts of 18VAC5-21-20. The Board is therefore proposing to replace 18VAC5-21-20 with
18VAC5-22-20. The supplement provides a detailed analysis of the changes to 18VAC5-21-20
on pages 16 through 18 and discusses the proposed 18VAC5-22-20 on pages 83 and 84.

18VAC5-22-30. Determining whether persons or entities to whom comunications are
made, or for whom services are provided, are located in Virginia.

For the purpose of complying with Chapter 44 (8 54.1-4400 et seq.) of Title 54.1 of the Code
of Virginia for communication to persons or entities located in Virginia or provisingces

for persons or entities located in Virginia, persons are considered to kellot#tirginia if

their primary residence for federal income tax reporting is located ginvér and entities

are considered to be located in Virginia if they conduct any activities girNar

The notion of being located in Virginia is new and appears in different parts of the revised
statutes. Providing requirements for determining whether a person or entity is latated i
Virginia is difficult. Therefore, in developing the proposed new regulation, the Board used a
practical solution that it believes will best protect the public. The supplementsiisdhe
proposed 18VAC5-22-30 on page 84.

18VAC5-22-40. Determining whether a person who holds a Virginia licenss providing
services to the public using the CPA title or to an employer using ¢hCPA title.

For the purpose of determining whether a person who holds a Virginia license is providing
services to the public using the CPA title or to an employer using the CRAgitlleose

terms are defined in § 54.1-4400 of the Code of Virginia, because of the written imdormat
readily available to the public through the Board’s Internet postings, holdingjiais(ir

license constitutes using the CPA title. Accordingly, a person who holds a ¥iligense—

1. is providing services to the public using the CPA title if he provides servicesé¢hat a
subject to the guidance of the standard-setting authorities listed inndarsts of
conduct and practice in subdivisions 5 and 6 of § 54.1-4413.3.

2. is providing services to an employer using the CPA title if he provides to an entity
services that require the substantial use of accounting, financial, tax, or oflser ski
that are relevant, as determined by the Board.

This proposed regulation was primarily designed to clarify that whether the holder of a &irgini
license is subject to the requirement to obtain continuing professional education depends on
whether he provides services, rather than whether he tells the person or entity for whom he
provides the services that he is a CPA. However, the clarification has broader application than
the continuing professional education requirements and accordingly is being proposed as a
separate regulation. For example, the proposed regulation clarifies that the holder of @a/irgi
license cannot avoid compliance with the standards of conduct and practice prescribed by §
54.1-4413.3 by not telling the person or entity for whom he is providing services that he is a
CPA. The supplement discusses the proposed 18VAC5-22-40 on pages 84 through 86.

11
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18VAC5-22-50. Determining whether the principal place of businesof a person using the
CPA title, or of a firm, is in Virginia.

Complying with subdivision A 1 of § 54.1-4409.1, subsection B of § 54.1-4411, or
subsection B of § 54.1-4412.1 of the Code of Virginia requires the person or firm to use
reasonable judgment in determining whether Virginia is the principal pldogsofess in
which the person provides services to the public using the CPA title or the firm provides
attest services or compilation services. The determination shall be relasomasidering

the facts and circumstances and can be based on quantitative or qualitassenagsss. The
determination shall be reconsidered for changes in facts and circumgtatca® not
temporary.

The notion of principal place of business appears in different parts of the revised stahges. T
revised statutes do not require a person or firm to determine where the principal place of
business is, only whether it is in Virginia. The proposed 18VAC5-22-50 therefore provides
requirements for how to determine whether the principal place of business is in Virginia.
Providing requirements for this determination is complex. In the proposed new regulation, the
Board used a practical solution that it believes best protects the public. The supplement
discusses the proposed 18VAC5-22-50 on pages 86 and 87.

18VAC5-22-60. Determining whether a college or university is an accriged institution.

A. For the purpose of complying with subdivision A 1 a of § 54.1-4409.2 of the Code of
Virginia, a college or university that is not accredited by one of the siormegional
accrediting organizations listed in the definition of “accredited institutio®’54.1-4400
of the Code of Virginia or their successors shall be considered an accresiiedion if
it is accredited by an accrediting organization recognized by The CouncigbarH
Education Accreditation (CHEA) or its successor. Publication of the name of the
accrediting organization by CHEA or its successor shall be sufficieificaton that the
accrediting organization is recognized by CHEA or its successor.

B. To determine whether a college or university is an accredited instittittos accredited
by an accrediting organization that is neither one of the six major regiccraiditing
organizations or their successors, nor an accrediting organization recognizedEByor
its successor, representatives of the accrediting organization shall ihegtask force
appointed by the Board to study and recommend to the Board how the organization shall
demonstrate that its accreditation process and standards are substamntigdient to the
accreditation process and standards of the six major regional accredyamizations or
their successors. The size and composition of the task force shall depend ors tedfact
circumstances. However, at least one of the members of the task force shall have
substantial experience with the accreditation process and standards of thpsix ma
regional accrediting organizations or their successors.

After the task force provides its recommendations to the Board, the Board siagl de
what the requirements shall be to demonstrate that the accreditation procdasdads

12
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of the accrediting organization are substantially equivalent to the actmdpeocess

and standards of the six major regional accrediting organizations or theissarscend

shall communicate its decision to the organization. The organization shall then provide
the required documentation to the Board that will enable the Board to decide vehether
college or university accredited by the organization is an accredited iostifistdefined

in 8 54.1-4400 of the Code of Virginia.

The current regulations, in 18VAC5-21-10, define “accredited institution” generally asegeoll
or university accredited by one of the six major regional accrediting organizations. One of the
2007 revisions to the statutes was to define “accredited institution” but in a broader way than
the definition in the current regulations. Under the definition in 8 54.1-4400, a college or
university can be considered to be an accredited institution if either—

a.

b.

it is accredited by one of the six major regional accrediting organizations, or

it is accredited by an accrediting organization demonstrating to the Board that its
accreditation process and standards are substantially equivalent to the accreditation
process and standards of the six major regional accrediting organizations.

The proposed 18VAC5-22-60 provides requirements for how an accrediting organization can

demonstrate substantial equivalence to the accreditation process and standards of the six major

accrediting organizations. The supplement provides a detailed analysis of the changes to the
definition of “accredited institution” in the current regulations on pages 5 and 6, and it
discusses the proposed 18VAC5-22-60 on pages 87 and 88.

18VAC5-22-70. Education.

A. In order for a person to take the CPA examination through Virginia, he must have

obtained from one or more accredited institutions or from the National Collegestat le
120 semester hours of education, a baccalaureate or higher degree, and amgccounti
concentration or equivalent prior to taking any part of the CPA examination.

For the purpose of complying with subsection A of this section and with subdivision A 1
a of § 54.1-4409.2 of the Code of Virginia, obtaining an accounting concentration or
equivalent requires obtaining at a minimum:

1. 24 semester hours of accounting courses, including courses in auditing, financial
accounting, management accounting, and taxation; and

2. 24 semester hours of business courses, no more than six semester hours of which
could be considered accounting courses.

Principles or introductory accounting courses cannot be considered in determining

whether a person has obtained the 48 minimum number of semester hours required for an

accounting concentration or equivalent.

13
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With the exception of some required numbering and lettering changes, the proposed 18VAC5-22-
70 is the same as the emergency regulation that became effective May 14, 2009, and appears in
the current regulations as subsection B of 18VAC5-21-30. The supplement discusses subsection
B of 18VAC5-21-30 on pages 19 and 20, and it discusses the proposed 18VAC5-22-70 on pages
88 and 89.

18VAC5-22-80. Examination.

A. In order to comply with subdivision A 1 b of § 54.1-4409.2 of the Code of Virginia:

1.

2.

3.

4.

Each section of the CPA examination must be passed by attaining a unifeingpas
grade established through a psychometrically acceptable standard-gettiedure
approvedy the Board.

Persons may take sections of the CPA examination in any order.

A person who fails a section of the CPA examination may not retake that section until
the next quarter of the calendar year.

When a person first passes a section of the CPA examination, he has 18 months to
pass the remaining sections. If the remaining sections are not passedhgitttia t

month period, the person loses credit for the first section passed, and a new 18-month
period starts with the next section passed.

B. Failure to comply with the policies established by the Board for conduct aPthe C
examination may result in the loss of eligibility to take the CPA exaromati credit for
sections of the CPA examination passed. Cheating by a person in connection with the
CPA examination shall invalidate any grade earned on any section of the CPA
examination and may warrant expulsion from the CPA examination site and
disqualification from taking the CPA examination for a specified period of time a
determined by the Board.

C. The Board may postpone scheduled CPA examinations, the release of grades, or the
issuance of licenses under the following circumstances:

1.

2.

3.

4.

A breach of CPA examination security;
Unauthorized acquisition or disclosure of the contents of a CPA examination;

Suspected or actual negligence, errors, omissions, or irregularities in toga@uc
CPA examination; or

Any other reasonable circumstances.

D. Prior to being considered for a Virginia license, a person shall pass anestimemation
approved by the Board.

14
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The current regulations prescribe examination requirements in subsection C of 18VA05-21

The Board proposes to replace subsection C of 18VAC5-21-30 with 18VAC5-22-80.

In drafting

the proposed 18VAC5-22-80, the Board generally retained some of the requirements of
subsection C of 18VAC5-21-30 but updated and simplified the wording. In addition—

a.

The supplement provides a detailed analysis of the changes to subsection C of 18VAC5-21-30 on

The definition of “CPA examination” in § 54.1-440fs written so that it would remain
evergreen and providing detail in the regulations would be unnecessary.

Some parts of subsection C of 18VAC5-21-30 of the current regulations were time-
sensitive and are no longer necessary.

pages 20 through 24 and discusses the proposed 18VAC5-22-80 on 89 and 90.

18VAC5-22-90. Continuing professional education.

A.

If during the current calendar year a person who holds a Virginia license mrovide
services to the public using the CPA title, he shall have obtained at least 120 hours of
continuing professional education during the three-calendar-year period erithinigen
current calendar year. For each of the calendar years in that periodll hawha

obtained at least 20 hours of continuing professional education, including an ethics
course of at least two hours.

1. If the person also holds the license of another state and Virginia is not the principa
place of business in which he provides services to the public using the CPA title, the
ethics course taken to comply with this subsection either shall conform with the
requirements prescribed by the Board or shall be an ethics course aectpthél
board of accountancy of another state in which the person holds a license.

2. Otherwise, the ethics course shall conform with the requirementsipegsby the
Board.

If during the current calendar year a person who holds a Virginia license mrovide
services to an employer using the CPA title and did not provide services to the public
using the CPA title, he shall have obtained a minimum number of hours of continuing
professional education determined as follows:

1. If the current calendar year is 2009 or 2010, the person shall have obtained at least 90
hours of continuing professional education during the three-calendar-yeat peri
ending with the current calendar year. For each of the calendar ydaas petiod,
he shall have obtained at least 15 hours of continuing professional education,
including an ethics course of at least two hours.

2. If the current calendar year is 2011 or later, the person shall have obtainexd at lea
120 hours of continuing professional education during the three-calendar-year period
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ending with the current calendar year. For each of the calendar ydaas period,
he shall have obtained at least 20 hours of continuing professional education,
including an ethics course of at least two hours.

The ethics course taken to comply with this subsection either shall conform with the
requirements prescribed by the Board or shall be an ethics course decteptiab board
of accountancy of another state in which the person holds a license.

C. If during the current calendar year a person who holds a Virginia license rovide
services to the public using the CPA title or to an employer using the CPantitldid
not hold a Virginia license or the license of another state during one or both of the two
preceding calendar years, he shall determine whether he has comfiiduewi
requirements of subsection A or B of this section as follows:

1. If the person became licensed during the current calendar year, he shalliberedns
to have met the requirements of the subsection for the three-calendar-yer peri
ending with the current calendar year.

2. If the person became licensed during the preceding calendar year, he shall be
considered to have met the requirements of the subsection for the three-cadamdar-y
period ending with the current calendar year if during the current calepaiahg
obtained at least the minimum number of hours of continuing professional education
required by the subsection for the current calendar year, including an eth&s abur
at least two hours.

3. If the person became licensed during the calendar year prior to the prec@didac
year, he shall be considered to have met the requirements of the subsection for the
three-calendar-year period ending with the current calendar yearmfidba current
calendar year and the preceding calendar year he obtained at leastitmenmi
number of hours of continuing professional education required by the subsection for
each of the years, including for each year an ethics course of at ledsiuve.

D. If during the current calendar year a person who holds a Virginia liceths®tprovide
services to the public using the CPA title or to an employer using the CRAditie not
required to have obtained continuing professional education during the three-calendar-
year period ending with the current calendar year. However, in order to begidiny
those services—

1. He is required to have obtained at least 120 hours of continuing professional
education prior to providing the services, including an ethics course of at least tw
hours.

2. The ethics course shall conform with the requirements prescribed by thef@oiuel
calendar year in which the person begins providing the services.
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Continuing professional education obtained during the three calendar years prior to the
current calendar year and from the start of the current calendaoyghen he begins
providing the services shall be considered in determining whether the person has
complied with the requirements of this subsection.

E. If a person who has not held the license of any state applies for a Virgenadiafter
the end of the calendar year in which he passes the CPA examination, he shall obtain
continuing professional education prior to applying for the license, including as ethic
course of at least two hours.

1. The required minimum number of hours of continuing professional education shall be
40, 80, or 120 depending on whether he applies for the Virginia license by the end of
the first calendar year after the calendar year in which he passesAhe CP
examination, by the end of the second calendar year, or later.

2. The ethics course shall conform with the requirements prescribed by the 8otmel
calendar year in which the person applies for the license.

Continuing professional education obtained subsequent to passing the CPA examination
but during the three calendar years prior to the calendar year in which tbe ppplies

for the license and from the start of that calendar year to when he applies lioense

shall be considered in determining whether he has complied with this requirement

F. Continuing professional education acceptable to the Board may be obtained through a
variety of forums, provided there is a means of demonstrating that the education was
obtained. The following forums are acceptable:

1. Attendance at seminars and educational conferences, provided that the instructors
have appropriate knowledge of the subject matter and use appropriate teaching
materials and that attendance is monitored in a manner that can be verified by t
Board;

2. Taking courses at an accredited institution for credit;

3. Self-study courses, provided there is a method for determining that the pergbe met
learning objectives;

4. Making a presentation at a professional seminar, educational conference, or in a
classroom setting, provided the person has appropriate knowledge of the subject
matter and uses appropriate teaching materials; and

5. Writing material that is relevant to providing services to an employer ustnGRA
title or to the public using the CPA title, that is formally reviewed by an inotkrd
party, and that is published in a book, magazine, or similar publication that is used by
persons who provide services to the public using the CPA title or to an employer
using the CPA title.
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Whether other forums are acceptable shall be determined by the Boardserby-case
basis.

. In determining whether a person has obtained the required number of hours of continuing

professional education:
1. Repeat presentations shall not be considered.

2. No more than 30 hours from preparing for and making presentations shall be
considered during each three-calendar-year period.

3. One semester-hour of credit for courses at an accredited institution desstu
hours of continuing professional education, and one quarter-hour of credit constitutes
10 hours of continuing professional education.

. Depending on the facts and circumstances, the Board may waive all or part of the

continuing professional education requirement for one or more calendar yeestor g
additional time for complying with the continuing professional education regemmem
provided that the waiver or deferral is in the public interest.

The current regulations prescribe requirements for continuing professional education in
18VAC5-21-170. The proposed 18VAC5-22-90 would replace 18VAC5-21-170. In addition, the
proposed 18VAC5-22-40, which is entitled “Determining whether a person who holds a Virginia
license is providing services to the public using the CPA title or to an employer usingAhe C
title,” clarifies that the requirement to obtain continuing professional education depends on
whether services are provided, not whether the holder of the Virginia licelsstheeperson or

entity for whom he provides services that he is a CPA. A summary of the effectontinuing
professional education requirements of adding the proposed 18VAC5-22-40 and replacing
18VAC5-21-170 with the proposed 18VAC5-22-90 follows.

a.

The clarity of the continuing professional education requirements will be improved
significantly.

The terminology and definitions will conform with the terminology and definitions now
used in the statutes as a result of the 2007 revisions.

Effective dates and cites that are no longer relevant will be eliminated.

The transition period presently available for persons who provide services to an
employer using the CPA title will not be affected.

There will be no change in the amount of continuing professional education required.

The requirement to obtain continuing professional education in ethics will focus on
professional ethics rather than the statutes and regulations and provide situations in
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which an ethics course acceptable to the board of accountancy of another state in which
the person holds a license will satisfy the requirement.

g. It will be clear that the requirement to obtain continuing professional education cannot
be avoided by not saying that the person providing services is a CPA.

h. The holder of a Virginia license will still be able to use the CPA title in Virginiaowt
obtaining continuing professional education as long as he does not provide services to
the public using the CPA title or to an employer using the CPA title. If he begins
providing those services, he will be subject to the continuing professional education
requirements prospectively and will also be subject to a catch-up requirement that must
be met before he begins providing services.

i. It will be clear how to apply the three-calendar-year requirements after a person who has
not previously been licensed first obtains a Virginia license.

J. It will be clear when a person who has not previously been licensed must obtain
continuing professional education prior to applying for a Virginia license.

k. The Board will continue to have the ability to waive or defer the continuing professional
education requirements.

[. A holder of a Virginia license will still need to be able to document compliance with the
continuing professional education requirements.

m. It will be clear that continuing professional education can be obtained through a variety
of forums.

n. There will be no change to the amount of continuing professional education obtained
through making presentations that can be considered in determining whether a person
has complied with the continuing professional education requirements. In addition, there
will continue to be no limit on the amount of continuing professional education obtained
through writing that can be considered.

The supplement provides a detailed analysis of the changes to 18VAC5-21-170 on pages 62
through 82, and it discusses the proposed 18VAC5-22-90 on pages 90 through 94.

18VAC5-22-100. Experience.

Prior to applying for a license, a person must have been employed in academmia, a fi
government, or industry in any capacity involving the substantial use of accounting,
financial, tax, or other skills that are relevant, as determined by thd,Bogroviding
services to the public using the CPA title or to an employer using the C&fotith period
that is the full-time equivalent of one year. Whether other skills arearglstall be
determined by the Board on a case-by-case basis. Self-employment doeghibte
definition of “experience” in 8 54.1-4400 of the Code of Virginia.
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The current regulations, in subsection D of 18VAC5-21-30, prescribe an experience requirement
that must be met prior to applying for a license. The proposed 18VAC5-22-100 would replace
the requirements of subsection D of 18VAC5-21-30. The 2007 revisions to the statutes added a
definition of “experience” to § 54.1-4400 and added a statement in subdivision A 1 d of § 54.1-
4409.2 that the Board will prescribe an experience requirement. The proposed 18VAC5-22-100
prescribes the experience requirement based on the definition of “experience” in £400.1-

In addition, the last sentence of the proposed 18VAC5-22-100 clarifies that the Board intends for
experience to be obtained through mentoring and that self-employment of any type does not
qualify. The supplement provides a detailed analysis of the changes to subsection D of 18VAC
5-21-30 on pages 24 through 26, and it discusses the proposed 18VAC5-22-100 on page 94.

18VAC5-22-110. Demonstrating that a person’s education, CPA examination, and
experience are substantially equivalent to the requirements for ohining a Virginia license.

Subdivision A 2 of § 54.1-4411 of the Code of Virginia does not require the person to notify
the Board that the person’s education, CPA examination, and experience are sillgstanti
equivalent to the requirements for obtaining a Virginia license.

Subsection A of § 54.1-4411, which was added to the statutes by the 2007 revisions, prescribes
the two ways a person licensed in another state can be considered to have met requirements that
are substantially equivalent to those prescribed by the Bo&ing second of those two is that the
person has demonstrated meeting education, CPA examination, and experience requirements
that are substantially equivalent to those prescribed by the Bord.proposed 18VAC5-22-

110 clarifies that the Board intended that the person would not be required to notify the Board
that his education, CPA examination, and experience are substantially equivalent to the
requirements for obtaining a Virginia license. The supplement discusses the proposed 18VAC5-
22-110 on page 94.

18VAC5-22-120. Supervision of firm personnel.

To comply with subdivision C 2 of § 54.1-4412.1 of the Code of Virginia, a person’s work
must be planned, supervised, and reviewed by a person who either (i) holds a Vigmnsa lic
or (ii) holds the license of another state and complies with the substantialleqcyva
provisions of § 54.1-4411 of the Code of Virginia.

The supervision notion was added to the statutes by the 2007 revisions and was intended to
encompass not just supervision but also planning and review. The proposed 18VAC5-22-120
makes that intention clear. The supplement discusses the proposed 18VAC5-22-120 on pages 94
and 95.

18VAC5-22-130. Owners of firms who are not licensees.
To comply with subdivision D 2 of § 54.1-4412.1 of the Code of Virginia, owners of a firm

who are not licensees must be persons who, based on the facts and circumstarngesteparti
in the firm’s activities on a regular, continuous, and substantial basis.
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The current regulations, in subdivisions B 2 and C 2 of 18VAC5-21-60, prescribe a minimum
number of hours owners who are not licensees must work for a firm. The Board proposes to
replace those requirements with 18VAC5-22-130. The Board believes practice has changed so
that prescribing a minimum number of hours is no longer effective in protecting the public. The
intention of subdivision D 2 of § 54.1-4412.1, which was added through the 2007 revisions, is to
prevent control of firms by passive investors. The proposed 18VAC5-22-130 makes that
intention clear, using language patterned after the Internal Revenue Service guidance on
determining whether an individual is a passive investor. The supplement provides a detailed
analysis of the changes to subdivisions B 2 and C 2 of 18VAC5-21-60 on pages 40 through 42,
and it discusses the proposed 18VAC5-22-130 on page 95.

18VAC5-22-140. Persons who release or authorize the release of reports.

A. To comply with subdivision D 4 of § 54.1-4412.1 of the Code of Virginia, a person who
releases or authorizes the release of reports on attest services ortcomgelaices
provided for persons or entities located in Virginia shall annually obtain a minohum
eight hours of continuing professional education related to attest services olatompi
services. The hours obtained to meet this requirement shall be considered imdegerm
whether the person has complied with the requirements of 18VAC5-22-90.

B. Firms providing attest services or compilation services shall establisiepaind
procedures to provide the firm with reasonable assurance that persons who release or
authorize the release of reports on attest services or compilation sepssesgpthe
kinds of competencies that are appropriate given the facts and circurastdhese
policies and procedures shall address the required technical proficienidiarigmvith
the industry and the person or entity, skills that indicate sound professional judgment, and
other competencies necessary under the circumstances.

The current regulations, in 18VAC5-21-50, prescribe requirements for a person who releases or
authorizes the release of reports on attest services or compilation serviee&oard proposes

to replace the requirements of 18VAC5-21-50 with 18VAC5-22-140. Subdivision B 2 of
18VAC5-21-50 generally imposes an experience requirement on those persons that is based on a
minimum number of hours. The Board believes practice has changed so that prescribing a
minimum number of hours is no longer effective in protecting the public.

The overriding objective of subdivision D 4 of § 54.1-4412.1, which was added in the 2007
revisions, is to require that a firm have procedures in place to ensure that persons who release
or authorize the release of reports have the kinds of competencies that are appropriate for t
engagement. The competencies addressed in the proposed 18VAC5-22-140 are patterned after
guality control standards established by the American Institute of Certified PulshciAt@ants.

The Board also believes that the public is better protected if these persons obtaiheiglgas

hours each year of continuing professional education related to attest services or compilati
services. The proposed requirement does not increase the total number of hours of continuing
professional education required.
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The supplement provides a detailed analysis of the changes to 18VAC5-21-50 on pages 34
through 37, and it discusses the proposed 18VAC5-22-140 on pages 95 and 96.

18VAC5-22-150. Monitoring program and peer review.

In order to comply with subdivision D 6 of § 54.1-4412.1 of the Code of Virginia, a firm
shall comply with all components of the monitoring program in which it is enrolledpexce
that, depending on the facts and circumstances, the Board may waive the requioement
peer review or grant additional time for complying with the requirement.

The current regulations prescribe requirements for peer review in 18VAC5-21-70, but changes
in national peer review requirements have made much of 18VAC5-21-70 out-of-date. Because
the 2007 revisions to the statutes define “peer review” in § 54.1-4400 in a way that makes it
evergreen, the Board believes the regulations should only address three aspects ofgeer rev
The first two are addressed by this proposed regulation, and the third aspect is addressed by
subdivision A 2 of the proposed 18VAC5-22-170, which is entitled “Communication between the
Board and licensees.” The supplement provides a detailed analysis of the changes to 18VAC5-
21-70 on pages 42 through 45, and it discusses the proposed 18VAC5-22-150 on pages 96 and
97.

18VAC5-22-160. Confidential consent agreements.

To determine whether to enter into a confidential consent agreement under sabsedtg
54.1-4413.5 of the Code of Virginia, the Board shall consider a violation minor if the Board
believes that the violation was not intentional misconduct, was not the result of gross
negligence, and did not have a significant financial impact on persons or entitee8odrd
shall enter into no more than two additional confidential consent agreements wislora qer
firm within ten years after the first confidential consent agreement.

This proposed regulation is in response to the 2007 revision to the statutes that gave the Board
the ability to enter into confidential consent agreements and directed the Board to provide
regulations that identify the type of minor violations for which confidential consent ordgrs m

be offered and limit the number of confidential consent orders that may be offered to the same
licensee in any given period. The supplement discusses the proposed 18VAC5-22-160 on pages
97 and 98.

18VAC5-22-170. Communication between the Board and licensees.
A. When requested by the Board:

1. Persons or firms applying for the issuance, renewal, or reinstatemevirgira
license or for lifting the suspension of the privilege of using the CPA title gin¥ar
or providing attest services or compilation services for persons or entig¢sdon
Virginia shall provide the Board with support for their conclusion that they have
complied with applicable provisions of Chapter 44 (8§ 54.1-4400 et seq.) of Title 54.1
of the Code of Virginia and Board regulations.
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2. Firms shall provide the Board with proof of enroliment in a monitoring program and
copies of reports and other documentation related to acceptance of their ¥es.revi

3. Persons or firms shall provide the Board documents related to the Board’s
investigation of their possible violation of provisions of Chapter 44 (8 54.1-4400 et
seq.) of Title 54.1 of the Code of Virginia or Board regulations.

Each person or firm shall respond within 30 calendar days to any request for irdormat
by the Board under this subsection.

B. Each holder of a Virginia license shall notify the Board in writing within 30rwr
days of any change in the holder’s name or in the postal and electronic esldvbese
the person or firm may be reached.

C. The Board shall transmit license renewal notices electronicallgsial@erson or firm is
unable to communicate electronically. However, § 54.1-4413.2 of the Code of Virginia
places the responsibility for renewing a Virginia license on its holder, and tha
responsibility is not affected by whether the holder receives a licemse@aknotice.

A number of the current regulations require providing documentation when requested by the
Board. Rather than prescribing each situation, the Board believes a more efficient andeeffecti
approach to protecting the public is to establish a general requirement in this proposed new
regulation. The supplement discusses the proposed 18VAC5-22-170 on pages 98 and 99.

A SUMMARY OF THE MAIN REASONS FOR DELETION OF MOST OF THE
CURRENT REGULATIONS

1. A summary of the main reasons for deletion of most of the current regultditmwes. It is
presented in four sections:

a. A summary of the current regulations that are no longer needed because of the 2007
revisions to the statutes.

b. A summary of the current regulations that would be replaced with a generatneguoi
to comply with the Board’s request for information.

c. A summary of the current regulations that were time-sensitive and aveger heeded.

d. A summary of the current regulations that only refer to other regulationseaittteaefore
unnecessary

The sections are cross-referenced to the more detailed discussion in the sapplem

A Summary of the Current Regulations That Are No Longer Needed Because thfe 2007
Revisions to the Statutes
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2. Glossary. Prior to the 2007 revisions to the statutes, both the statutes and the regulations had
a glossary. One of the revisions to the statutes was a comprehensive revisighogkdry,

which is in § 54.1-4400. Some definitions were added, some were deleted, and the remaining
definitions were updated to reflect significant changes that have occurcedise definitions

were first provided. The Board believes the glossary in the revised statstéficient and that

there is therefore no need for a glossary in the regulations.

3. While the new regulations include a definitions section in 18VAC5-22-10 as thestitsirg

it only points the reader to the definitions in § 54.1-4400. The Board believes that in general
glossary is only needed for terms that are used pervasively throughout the atadutes
regulations and that terms with limited use can be defined in the text. The saipipbeavides a
detailed analysis of the changes needed to the definitions in the current regulatiogssdh pa
through 16.

4. Licensing Terminology. The 2007 revisions to the statutes were under the general umbrella
of licensing, either of persons or firms. The revised statutes thereforalpdbe licensing
requirements for persons and the licensing requirements for firms, usimegrthé@itensefor

both rather than using different terms. This better conveys the point that the Boarthidy

about licensing. The current regulations take a different approach, gensmadythe term

“CPA certificate” when talking about licenses for persons and “reticstraertificate” when

talking about licenses for firms. Deletions to the current regulations joshform the licensing
terminology are pervasive.

5. Licensing Categories. The 2007 revisions to the statutes provide the framework for all the
licensing requirements of persons and firms. The Board believes the reatsesgprovide all
the information needed and the following sections of the current regulations are o longe
needed:

a. 18 VAC 5-21-40, which prescribes licensing requirements for persons, and
b. 18 VAC 5-21-60, which prescribes licensing requirements for firms.

The supplement provides a detailed analysis of the changes to 18VAC5-21-40 on pages 26
through 34, and on pages 37 through 42 provides a detailed analysis of the changes to 18VACS5-
21-60.

6. Standards of Conduct and Practice Prior to the 2007 revisions, the statutes referred to
standards of conduct and practice but did not define them. Instead, they were defiedi/én t
sections presented as Parts IV, V, and VI of the current regulations. Muchreqtimements in
those sections are out-of-date. For example, Part V of the current regulatienslly only
requires compliance with accounting and auditing guidance provided by adi®st@urces
through 2000.

7. Section 54.1-4413.3 was added to the statutes as part of the 2007 revisions to require
compliance with standards of conduct and practice that are tied to guidance provided by
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nationally-recognized standard-setting bodies that is regularly updated waly the standards

of conduct and practice remain evergreen and will not require updating. The Boardstieev

new statute on standards of conduct and practice stands on its own and that Parts IV,I1V, and V
of the current regulations should be deleted. The supplement provides a detailed anhlgsis of
changes to Parts 1V, V, and VI on pages 51 through 62.

A Summary of the Current Regulations That Would Be Replaced with a General
Requirement to Comply with the Board’s Request for Information

8. Some of the current regulations require licensees to comply with requestsBmatidefor
information, and those regulations would be replaced by the general requirerasatipd by

the proposed 18VAC5-22-170. For example, subsection C 2 b of 18VAC5-21-40 of the current
regulations, which addresses certain written affirmations, should be deletedupplarsent
discusses this subdivision on page 29.

A Summary of the Current Regulations that Were Time-Sensitive and Are bl Longer
Needed

9. Some of the current regulations were time-sensitive and are no longer needexarkiole,
subdivisions C 2, C 3 b, and C 4 of 18VAC5-21-30, which generally only applied prior to when
the CPA examination became computer-based, should be deleted. The supplemeasdiscuss
those subdivisions on pages 20 through 23.

A Summary of the Current Regulations that only Refer to Other Regulationgnd Are
Therefore Unnecessary

10. Some of the current regulations only refer to other regulations and are therefaressang
For example, the following current regulations should be deleted:

a. Subsection E of 18VAC5-21-40. The supplement discusses the subsection on page 30.

b. The first paragraph of subsection A of 18VAC5-21-50. The supplement discusses the
subsection on pages 34 and 35.

c. Subsection D of 18VAC5-21-60. The supplement discusses the subsection on page 42.

d. Subsections E and G of 18VAC5-21-80. The supplement discusses the subsections on
pages 46 and 47.

e. Subdivision A 3 of 18VAC5-21-90. The supplement discusses the subdivision on page
49.
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INTRODUCTION

1. The Virginia Board of Accountancy (Board) was established under therf@rg¥e1-2000

of the Code of Virginia and was reestablished as an independent board by subsection A of 8
54.1-4402 of the Code of Virginia. Subsection H of § 54.1-4402 of the Code of Virginia gives
the Board the responsibility of enforcing the accountancy statutes andsigtailiy regulation
rules and procedures for the implementation of those statutes.

a. The accountancy statutes (statutes) are in Chapter 44 (8 54.1-4400 et seq.) of Title 54.1 of
the Code of Virginia.

b. The Board’s regulations (regulations) are in Chapter 21 of Agency 5, Title &8 of t
Virginia Administrative Code (18VAC5-21).

2. In October 2004, the Board began a comprehensive reconsideration of the atatutes
regulations. The Board spent over two years developing a proposal for the Gesenabld0o
consider.

3. Under the proposal, there would be a comprehensive revision of the statutes, with the
overriding objective of putting into place requirements that would be comprehensiggeene
and relatively simple to understand. During the 2007 General Assembly session, thedpropos
revisions to the statutes were approved unanimously by both the Senate and the House of
Delegates. They were signed into law by Governor Kaine in March 2007 and béfsantinece
July 1, 2007.

4. The comprehensive 2007 revisions to the statutes have two pervasive effects orettie curr
regulations: some new regulations are needed, and most of the current regulatmnioager
needed. In May 2007, the Board began developing proposed changes to the regulations to
eliminate the deficiencies by replacing the current regulations withregulations. The Board
worked closely with the Virginia Society of Certified Public Accountantsyse members
comprise over a third of the approximately 22,500 persons who hold a Virginia license.

5. The Board was initially advised internally to propose these changes througlyukee r
regulatory process. However, in the summer of 2008, primarily because of clrehgesthe

CPA examination is administered in Virginia and in other states, it bezppaeent that one of

the proposed changes should be submitted as an emergency regulation. Since that proposed
change related to the amount of education a person needs to obtain prior to taking oee or mor
parts of the CPA examination, the Board worked closely with educators in developing t
change to be proposed as an emergency regulation.

6. In December 2008, the Board had ready for submission into the regulatory prooess a F
TH-05 for the proposed emergency regulation and a Form TH-02 for all of the proposed new
regulations, including the proposed emergency regulation. Because the proposed new
regulations in the Form TH-02 included the proposed emergency regulation, the Board was
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advised by the Department of Planning and Budget (DPB) to delay submission ofrth&Hror
02 until the emergency regulation was approved. The emergency regulation was oaappr
until May 13, 2009. (It became effective May 14, 2009.)

7. By the time the emergency regulation was approved, it had become appartdm that
deficiencies in the current regulations were causing considerable conéuimsong licensees and
the public over how to apply the requirements of the statutes and the regulations. fEmel staf
executive committee of the Virginia Society of Certified Public Accountafdsmed members
of the Board that they have received a significant number of inquiries. Therstaiffeanbers of
the Board have also received inquiries directly. As an illustration of the confusiethies
course given in December 2009 by a well-established vendor included case batdieguired
participants to decide how to apply certain regulations. However, neither tiluetoisnor the
handout material recognized that those regulations are now overridden byites stat

8. Confusion among licensees and the public over how to apply the requirements of the statutes
and regulations increases the risk of noncompliance and the time required to asseks@nd e
compliance. By the time the emergency regulation was approved, almostsdgd passed

since the revisions to the statutes became effective. Submitting the Fed2 dadild have

delayed eliminating the deficiencies in the current regulations for artetbeears. Therefore,

the Board did not submit the Form TH-02 but instead began investigating whether nilost or a

the changes that were proposed in the Form TH-02 could be submitted through thekfast trac
regulatory process.

9. The Board believes the changes to the regulations it proposes through the fast track
regulatory process should—

1. remove regulations that are now addressed by the statutes,

2. add the emergency regulation that became effective May 14, 2009,

3. add interpretations required as a result of the 2007 revisions to the statutes,
4. clarify the existing guidance that continues to be applicable, and

5. eliminate the current regulations that were time-sensitive and are no longet agdde
the current regulations that only refer to other regulations.

Changes that conform with these criteria can only have a positive econasgic &¥
eliminating the current deficiencies, the risk of noncompliance and the muiea® to assess
compliance will be reduced. No negative economic effects are anticipated.

10. Two of the changes that were proposed in the Form TH-02 do not meet the criteria in
paragraph 9—eliminating the exemption from the requirement to obtain continuingsoootd
education that is currently available for persons who hold a Virginia license and glovide
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services covered by the statutes and changing the amount of continuing profeskioagon

obtained from preparing for and making presentations and from writing that candigeced in
determining whether the holder of a Virginia license has complied with thecionfi

professional education requirements. At its July 1, 2009, meeting, the Board approved groposin
through the fast track regulatory process the changes to the regulationsrthptaposed in the

Form TH-02 other than the two changes that do not meet the criteria in paragraph 9 agd maki
any changes needed to clarify the Board’s intent. The Board also approvednapasiuture

Form TH-02 the two changes that were proposed in the December 2008 Form TH-02 but are not
being proposed in the Form TH-04.

11. The changes to the regulations proposed in the Form TH-02 were revised accordingly and
the revised new regulations were reviewed with DPB and the Office of ther®oveén

October 8, 2009, the Office of the Governor gave its initial approval of proposingithe
regulations through the fast track regulatory process. Accordingly, a H#04d was drafted.
Consistent with the approach taken in the Form TH-02, the Form TH-4 proposes to:

a. Delete all the current regulations from Chapter 21 and repeal the chagifer its
b. Establish a new Chapter 22 and add the proposed new regulations to it.

12. Although there had been no substantive changes to the proposed new regulations since the
Board’s July 1, 2009, meeting and since the Office of the Governor’s initial approval areOct

8, 2009, there had been some clarifying changes. At its November 24, 2009, meetingidhe Boa
approved the final wording of the proposed new regulations that appears in the Form TH-04. On
December 17, 2009, the Office of the Governor reviewed that wording and ganalits f

approval of proposing the new regulations through the fast track regulatory prohbess.

Virginia Society of Certified Public Accountants is submitting a lett@ressing its support of

the proposed new regulations.

13. The Form TH-04 has two sections—the basic form and a supplement:
a. The basic form provides explanations of the proposed changes to the regulations.

b. The level of detail in the basic form is likely to be helpful for most membelseqgiublic
evaluating the proposed changes. However, DPB requested that a more detailed
explanation be prepared for its use. In case some members of the public want more
detailed explanations, the detailed analysis requested by DPB is inclutied=orin
THO-4 as this supplement.

14. This supplement first provides detailed explanations of the deletion of each of current
regulations in Chapter 21. Deleted regulations-are-struclandtthe explanations for the
deletions are shown as observationgalics. The supplement then presents Chapter 22 as it
would look if the proposed new regulations were approved. Since all of the text of Chapter 22
would be new, it is presented in the supplement without special markings such as underlining
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Each of the proposed new regulations that would be in Chapter 22 is accompanied by
explanations shown imalics. References introduced by “8” or “section” in the explanations for

the proposed deletions to Chapter 21 and the proposed additions to Chapter 22 are citations to the
Code of Virginia.
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CHARTER 21
BOARD OFACCOUNTANCY REGULATIONS-
Part1
it | S

18VAC 5-21-10Definitions. [Observation: As a result of the 2007 revisions, § 54.1-4400
contains all the definitions the Board believes are necessary. Therefore, the Boavddeli

there is no need for a separate definitions section in the regulations. In addition, the revisions
significantly changed most of the definitions that were in the former statutes and the curre
regulations. The Board proposes to replace the current 18VAC5-21-10 with 18VAC5-22-10,
which would serve as a placeholder in case future definitions are needed, is entitled
“Definitions,” and says—

The definitions in § 54.1-4400 of the Code of Virginia apply to these regulations.]

ocia Colleges-and ools-and-W ociation-o 06 Colleges.
[Observation: The term “accredited institution” is defined in § 54.1-4400. That definition is
intentionally broader than the definition in the current regulations because it does not limit
accreditation to the six major regional accrediting organizations listed in the current

regulations:

“Accredited institution” means a degree-granting college or university accreditedrdoy

(i) one of the six major regional accrediting organizations—Middle States Association of
Colleges and Schools, New England Association of Schools and Colleges, North Central
Association of Colleges and Schools, Northwest Commission on Colleges and Universities,
Southern Association of Colleges and Schools, and Western Association of Schools and
Colleges—or their successors, or (ii) an accrediting organization demonstrating to the Board
periodically, as prescribed by the Board, that its accreditation process and standards are
substantially equivalent to the accreditation process and standards of the six major regional
accrediting organizations.

To address how an accrediting organization can meet the requirements of the last part of the
definition, the Board is proposing 18VAC5-22-60, which is entitled “Determining whether a
college or university is an accredited institution:”

A. For the purpose of complying with subdivision A 1 a of § 54.1-4409.2 of the Code of
Virginia, a college or university that is not accredited by one of the six major regional
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accrediting organizations listed in the definition of “accredited institution” in § 54.1-
4400 of the Code of Virginia or their successors shall be considered an accredited
institution if it is accredited by an accrediting organization recognized by The Council on
Higher Education Accreditation (CHEA) or its successor. Publication of the name of the
accrediting organization by CHEA or its successor shall be sufficient notificatiorhthat t
accrediting organization is recognized by CHEA or its successor.

B. To determine whether a college or university is an accredited institution if itiedited
by an accrediting organization that is neither one of the six major regional accrediting
organizations or their successors, nor an accrediting organization recognized by CHEA
or its successor, representatives of the accrediting organization shall meet wikh a tas
force appointed by the Board to study and recommend to the Board how the organization
shall demonstrate that its accreditation process and standards are substantially
equivalent to the accreditation process and standards of the six major regional
accrediting organizations or their successors. The size and composition of the task force
shall depend on the facts and circumstances. However, at least one of the members of the
task force shall have substantial experience with the accreditation process and standards
of the six major regional accrediting organizations or their successors.

After the task force provides its recommendations to the Board, the Board shall decide
what the requirements shall be to demonstrate that the accreditation process and
standards of the accrediting organization are substantially equivalent to the
accreditation process and standards of the six major regional accrediting organizations
or their successors and shall communicate its decision to the organization. The
organization shall then provide the required documentation to the Board that will enable
the Board to decide whether a college or university accredited by the organization is an
accredited institution as defined in § 54.1-4400 of the Code of Virginia.]

acounting-principles-erstanrdardfObservation: This definition is not correct. For example,
assurance in the context of the practice of public accounting (which is defined in § 54.1-4400) is
expressed about conformity rather than about reliability. The term “assurance” is defiged i
54.1-4400:

"Assurance” means any form of expressed or implied opinion or conclusion about the
conformity of a financial statement with any recognition, measurement, presentation, or
disclosure principles for financial statements.]

A all
i

in-accordance-with-preseribed-critel@bservation: A definition of “audit” is not ne

type of engagement is a form of attest services, which is defined in § 54.1-4400:

eded. That
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“Attest services” means audit, review, or other attest services for wtaddards have been
established by the Public Company Accounting Oversight Board, by the Auditing Standards
Board or the Accounting and Review Services Committee of the American Institute of
Certified Public Accountants, or by any successor standard-setting authorities.]

“Board-means-the Board-of-Accountand@bservation: The definition of “Board” in § 54.1-
4400 uses the formal name of the Board: “Board” means the Virginia Board of Accountancy.]

m#etmaheh—Fete#ed%e—eHeLatmthe—e*pemseeHheBMervatlon ThIS deflnltlon is

not correct. For example, a disclaimer of opinion does not state or imply conformity of the
financial statements with a basis of accounting. The definition is also not relevant. Section 54.1-
4400 defines “attest services,” which encompass services in which assurangeesses or
disclaimed, and subdivision 5 of § 54.1-4414 prescribes the terms that can only be used by a
licensee. The definition of “attest services” in § 54.1-4400 is shown in the observation about the
definition of “audit” in the current regulations.]

statutes do not use the term “cllent” to descrlbe a person or entity to whom services are
provided. Therefore, the proposed new regulations do not need to use the term, and a definition
of “client” is not needed.]

or service

[Observatlon The term “commlssmn” is not used in the statutes and there is no neediss disc
commissions in the proposed new regulations. Subdivision 4 of § 54.1-4413.3 requires the
licensee to follow “the Code of Professional Conduct, and the related interpretive guidance,
issued by the American Institute of Certified Public Accountants, or any sucdessiard-

setting authorities,” which provide guidance on whether a CPA can accept commissions.]

exam [Observatlon Cond|t|onal CPA exam credlts are only dlscussed in the current
regulations in subdivision C 3 b of 18VAC5-21-30, and that discussion is in the context of the
CPA examination before it was computer-based. Since the CPA examination is now computer-
based, the term “conditional CPA exam credit” is irrelevant. As the analysis of 18YAQGH-

below discusses, the Board is proposing to the delete all the discussion of the CPA examination
before it was computer-based that is in subdivisions C 2 and C 3 b of 18VAC5-21-30 since it was
time-sensitive and is therefore no longer needed.]
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eemptetren—tnne—rn—a—seﬂtudy—pregr&m[Observatlon The statutes do not use the term
“contact hour.” The proposed 18VAC5-22-90, which is entitled “Continuing professional
education,” also does not use the term “contact hour” but instead discusses the amount of
continuing professional education needed in terms of “hours.” The Board does not believe it is
necessary to define an “hour of continuing professional education” because it is generally
accepted that an hour of continuing professional education consists of 50 minutes. For example,
the Statement on Standards for Continuing Professional Education (CPE) Progvhitis was

jointly approved by the American Institute of Certified Public Accountants and the National
Association of State Boards of Accountancy, discusses an hour of continuing professional
education in terms of 50 continuous minutes. As an observation, not defining an “hour of
continuing professional education” is consistent with the Board’s goal of keeping the statutes
and regulations evergreen. If the generally accepted practice changes to look at an hour of
continuing professional education in terms of a different number of minutes, the Board will not
need to change the regulations.]

suehAaHatrerFshaH—net—be—eehsrdered—a—eehhhgeh{@Bervatlon The term “contlngent fee”

is not used in the statutes, and there is no need to discuss contingent fees in the proposed new
regulations. Subdivision 4 of § 54.1-4413.3 requires the licensee to follow “the Code of
Professional Conduct, and the related interpretive guidance, issued by the Americareloétitut
Certified Public Accountants, or any successor standard-setting authorities,” which provide
guidance on whether a CPA can provide services for a contingent fee.]

ThIS deflnltlon is not correct For example it onIy describes the purpose of contlnumg
professional education in terms of providing services to the public and does not address
providing services to an employer. The term “continuing professional education” isdi@fige
54.1-4400:

“Continuing professional education” means the education that a person obtains after
passing the CPA examination and that relates to services provided to an employer in
academia, government, or industry using the CPA title or to services provided to the public
using the CPA title.]
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ether—state[Observatron As a result of the 2007 revisions to the statutes there IS no Ionger a
CPA certificate.]

S he Board
ef—Aeeeentaney—te—eandrdates—feea—GF%A—eerﬂt&:[Observatron Thrs defrnrtron is not correct

For example, “National Uniform” is not part of the name of the examination, and it may be
administered by boards of accountancy of other states or by designees. Section 54.1-4400
defines the term: “CPA examination” means the national uniform CPA examination approved
and administered by the board of accountancy of a state or by the board’s designee.”

21-30- [Observatron Section 54.1- 4400 defines “usrng the CPA trtle in Vrrgrnra " which
includes using the CPA wall certificate:

“Using the CPA title in Virginia” means using “CPA,” “Certified Public Accountant

“public accountant” (i) in any form or manner of verbal communication to persons or
entities located in Virginia or (ii) in any form or manner of written communication to
persons or entities located in Virginia, including but not limited to the use in any
abbreviation, acronym, phrase, or title that appears in business cards, the CPA wall
certificate, Internet postings, letterhead, reports, signs, tax returns, or any other doarment
device.

The Board believes what constitutes a CPA wall certificate is generally understood, and a
definition is not needed.]

“CPE"-means-continuingprofessional-educati@bservation: This acronym is not used in

the statutes or the proposed new regulations and therefore does not need to be defined. The
statutes and the proposed new regulations use the formal term “continuing professional
education” rather than the informal term “CPE.”]

program. [Observatron The statutes do not use the term “CPE credrt " The proposed 18VACS5-
22-90, which is entitled “Continuing professional education,” also does not use the term “CPE
credit” but instead discusses the amount of continuing professional education needed in terms of
“hours.” As discussed in the observation for deleting the definition of “contact hour” in the
current regulations, the Board does not believe it is necessary to define an “hour of continuing
professional education” because it is generally accepted that an hour of continuing professional
education consists of 50 minutes. For example, the Statement on Standards for Continuing
Professional Education (CPE) Progranghich wagointly approved by the American Institute
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of Certified Public Accountants and the National Association of State Boards of Accountancy,
discusses an hour of continuing professional education in terms of 50 continuous minutes. Not
defining an “hour of continuing professional education” is also consistent with the Board’s goal
of keeping the statutes and regulations evergreen. If the generally accepted praatigescto

look at an hour of continuing professional education in terms of a different number of minutes,
the Board will not need to change the regulations.]

“CPE reporting yedrmeans for the purposes of this chapter a calendar ¥#agervation:
The statutes do not use the term “CPE reporting year.” The proposed 18VAC5-22-90, which is
entitled “Continuing professional education,” also does not use the term “CPE reporting year”
but instead discusses the amount of continuing professional education needed in terms of
calendar years and three-calendar-year periods.]

the—GP—A—eem#eate—ts—Feneweel—pepsuant—te—LSA#A%e [Observatlon The statutes do not
use the term “CPE reporting cycle.” The proposed 18VAC5-22-90, which is entitled

“Continuing professional education,” also does not use the term “CPE reporting cycle” but
instead discusses the amount of continuing professional education needed in terms of calendar
years and three-calendar-year periods.]

f @mbservatlon The
statutes |ntent|onally do not prescrlbe an ethlcs course. The Board believes there is a
reasonable possibility that at some point there will no longer be a need for a segthiate

course and wants to be able to change the requirement without revising the statutes. The
proposed 18VAC5-22-90, which is entitled “Continuing professional education,” requires an
ethics course but does not define it or prescribe its subject matter. This enableguinennent

for an ethics course to remain evergreen. For example, the definition in the curreticagaul
requires the course to include discussion of the statutes and regulations, but the Board no longer
believes they should be a standing topic.]

criteria. [Observatlon This deflnltlon is not correct For example an examlnatlon may not
result in the expression of an opinion, and it may result in the expression of an opinion on
nonfinancial information. However, an “examination” is an attest service and does not need to
be separately defined because it is encompassed in the definition of “attestsSqrmovaled by

§ 54.1-4400. The definition of “attest services” in § 54.1-4400 is shown in the observation on
the definition of “audit” in the current regulations.]

[Observatlon ThIS deflnltlon is not correct. For example a financial statementxnmde

10
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disclosures customarily presented in the form of notes, and, under generally accepted accounting
principles, the concept of “changes in financial position” has been replaced by the concept of
“changes in cash flows.” Section 54.1-4400 defines “financial statement:”

"Financial statement" means a presentation of historical or prospective financial
information about one or more persons or entities.]

: , [@hservatlon Th|s
deflnltlon does not acknowledge that the notion of a firm is only relevant in the statutes and
regulations in the context of an entity formed by one or more licensees. Section 54.1-4400
defines “firm:”

"Firm" means an entity formed by one or more licensees as a sole proprietorship, a
partnership, a corporation, a limited liability company, or any other type of entity permitted
by law.

“Good charactérmeans a lack of a history of dishonest or felonious #0tsservation: The
notion of a person’s character was only discussed in the statutes prior to the 2007 revisions in
the context of issuing a “CPA certificate.” It is only discussed in the current regosain that
context. The Board believes it cannot deny a person a license just because he has a history of
dishonest or felonious acts. For example, § 54.1-4419 of the statutes prior to the 2007 revisions,
which was entitled “prior convictions not to abridge rights,” said:

A person shall not be refused a license to practice, pursue, or engage in public accountancy
solely because of a prior criminal conviction, unless the criminal conviction dinedéites

to the practice of public accountancy. However, the Board shall have the authority to refuse
a license if, based upon all the information available, including the applicant's record of

prior convictions, it finds that the applicant is unfit or unsuited to engage in the practice of
public accountancy.

The Board believes the notion of whether a criminal conviction “directly relates furalctice

of public accountancy” is nebulous. For example, does misappropriation of financial assets
always relate to the practice of public accountancy or only when the misappropriation was
committed by a person involved with an entity’s accounting system? Accordingly, § 54.1-4409.2
does not prescribe “character” as a requirement for obtaining a Virginia license, but
subdivisions A 2, B 2, and C 2 of § 54.1-4409.2 provide the general caveat that:

After evaluating information provided by the person, the Board may request additional
information and may impose additional requirements for obtaining a Virginia license.]

statutes do not use the term “group program.” The proposed 18VAC5-22-90, which is entitled

11
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“Continuing professional education,” also does not use the term “group program” but instead
discusses acceptable forums for obtaining continuing professional education using generally
accepted terms such as “seminars”, “educational conferences,” and “courses at an accredited
institution.”]

i Observation: The statutes do not use the
term “mteractlve self- study program.” The proposed 18VAC5-22-90, which is entitled
“Continuing professional education,” also does not use the term “interactive self-study
program” but instead says that acceptable forums for obtaining continuing professional
education include “self-study courses, provided there is a method for determining that the
person met the learning objectives.”]

not-mee the
enterta—felemtetaetwe—selé;mdy—pregrams[Observatlon The statutes do not use the term
“noninteractive self-study program.” The proposed 18VAC5-22-90, which is entitled

“Continuing professional education,” also does not use the term but instead says that acceptable
forums for obtaining continuing professional education include “self-study courses, provided
there is a method for determining that the person met the learning objectives.”]

eemﬁeate—by—eneletsemerﬁObservatlon As a result of the 2007 revisions to the statutes there
is no longer a CPA certificate. In addition, § 54.1-4409.2 does not use the notion of “original”
when addressing how a person may obtain a Virginia license. For example, subsection A of 8§
54.1-4409.2 addresses how a “person who has not held the license of any state” may obtain a
Virginia license.]

Aeeeennng—&nd—Rewewéemees—@SAR@bservatlon SublelSlon D 6 of § 54 1 4412.1

requires a firm to “be enrolled in the applicable monitoring program of the American Institute of
Certified Public Accountants or its successor, or in another monitoring program for attest

12
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services and compilation services that is approved by the Board.” Peer review is agart of
monitoring program, and 8 54.1-4400 defines “peer review” as:

a review of a firm's attest services and compilation services that is conductemidawe
with the applicable monitoring program of the American Institute of Certified Public
Accountants or its successor, or with another monitoring program approved by the Board.

An additional definition in the regulations is unnecessary.]

empleye&e—hts—empleyer[Observatlon ThIS deflnltlon is not correct For example it does not
recognize that the giving of assurance by a person whose financial information is presented does
not constitute the practice of public accounting. Section 54.1-4400 defines the “practice of

public accounting:”

"Practice of public accounting” means the giving of an assurance other than (i) by the
person or persons about whom the financial information is presented or (ii) by one or more
owners, officers, employees, or members of the governing body of the entity oraddilites
whom the financial information is presented.]

[Observatron Thrs term is not used in the statutes and in the proposed new regulatrons and
does not need to be defined. It was also not used in the statutes prior to the 2007 revisions, and
it is not used in the current regulations.]

the—leeard[Observatlon As a result of the 2007 revisions to the statutes there is no longer a
registration certificate, and the notion of “registration” is no longer relevant.]

e

“Registration-certificatemeans-a-certificate-issued-tolarf that has-met-all-of- th
reguirementsforregistration-underthis-chagt@hservation: As a result of the 2007 revisions

to the statutes, there is no longer a registration certificate.]

[Observation: The statutes do not use the term “regulant" and mstead use the term “#cense
which § 54.1-4400 defines as: a person or firm holding a Virginia license or the license of
another state.]

reglstratren—eemﬁeate{()bservatlon The statutes do not use the term “renewal month" and
instead refer to 12-month periods. For example, subsection A of § 54.1-4413.2 says a “Virginia
license shall provide its holder with a 12-month privilege to use the CPA title imMimi

13
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provide attest services and compilation services to persons and entities locsigginia.”
The notion of a “renewal month” is therefore no longer relevant.]

ef—assuranee—er—denal—et—assurariﬁ&)servatlon Th|s is not correct For example an offlcer
of an entity could express assurance on financial information without being subject to the
statutes or regulations. The definition also is not relevant. The statutes presguiremeents
for services provided, including how to report on those services. For example, § 54.1-4400
defines “attest services” as:

audit, review, or other attest services for which standards have been established by the
Public Company Accounting Oversight Board, by the Auditing Standards Board or the
Accounting and Review Services Committee of the American Institute oe@d?tiflic
Accountants, or by any successor standard-setting authorities.

In addition, subdivision 5 of § 54.1-4413.3 requires the licensee to—
Follow the technical standards, and the related interpretive guidance, issued by committees
and boards of the American Institute of Certified Public Accountants that are designated by
the Council of the American Institute of Certified Public Accountants to promulghtedaic
standards, or that are issued by any successor standard-setting authorities.

Those sources provide both performance and reporting standards.]

+n£erma|—learnrng [Observatlon The statutes do not use the term “self-study program " The
proposed 18VAC5-22-90, which is entitled “Continuing professional education,” also does not
use the term “self-study program” but instead says that acceptable forums for obtaining
continuing professional education include “self-study courses, provided there is a method for

determining that the person met the learning objectives.”]

a ala ) Qv/l@Q\A, a1 e

G N N iave y ned y
the—Amenean—tnshtute—eLGemﬁed—Pubt%Aeeeuntam&bservatron This acronym is not used
in the revised statutes or the proposed new regulations and therefore doesedbto be
defined.]

3 A58 .[Observation:
Sectron 54 1- 4413 3 prescrlbes the standards of conduct and practice. Thus, defining them in the
regulations is unnecessary.]

servatlon Sectlon 54.1-4413.3 prescrlbes

(e
o

14
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the standards of conduct and practice. Thus, defining them in the regulations is unnecessary. In
addition, as a result of the 2007 revisions to the statutes, there is no longer a CPA celtificate

m@n—slands—&nd—eu&nmbservatlon Sectlon 54 1- 4400 prowdes an up -to- date deflnltlon

"State” means any state of the United States, the Commonwealth of the Northern Mariana
Islands, the District of Columbia, Guam, Puerto Rico, and the U.S. Virgin Islands.]

M%WMA&M%M&QMWMQBBHMUW Section
54.1-4400 does not define “substantial equivalency.” Instead, subsection A of § 54.1-4411

addresses how a person who holds the license of another state shall be considered to have met
requirements that are substantially equivalent to those prescribed by the Board:

A person who holds the license of another state shall be considered to have met requirements
that are substantially equivalent to those prescribed by the Board if:

1. The Board has determined that the education, CPA examination, and experience
requirements of the state are substantially equivalent to those prescribed by the Board, or

2. The person has demonstrated meeting education, CPA examination, and experience
requirements that are substantially equivalent to those prescribed by the Board.

Defining “substantial equivalency” in the regulations is unnecessary.]

e&nd@at&may—take—ﬂm—eemp{ﬂmsed—%e*&nmbservatlon The statutes do not use the

term “window,” and the current regulations only use the term once, in subdivision C 3 a (2) of
18VAC5-21-30. Subdivisions A 3 and A 4 of the proposed 18VAC5-22-80, which is entitled
“Examination,” provide a clear discussion without using the term “window:”

e A person who fails a section of the CPA examination may not retake that section until the
next quarter of the calendar year.

e When a person first passes a section of the CPA examination, he has 18 months to pass
the remaining sections. If the remaining sections are not passed within the 18-month
period, the person loses credit for the first section passed, and a new 18-month period
starts with the next section passed.]

15



Supplement to the Form TH-04—A Detailed Analysis of the Changes to the Regulations the
Virginia Board of Accountancy is Proposing Through the Fast Track Regulatory Pocess

“Year—means-a-calendaryearunless-otherwise-indicidddervation: The statutes do not

define “year” because sections of the statutes that discuss time periods are cledh@aperiod
covered. For example, 8 54.1-4413.2 uses the term “12-month period” rather than “year.” The
proposed new regulations are similarly clear. For example, subsections A and B of the proposed
18VAC5-22-90, which is entitled “Continuing professional education,” use the terms “calendar
year” and “three-calendar-year period.”]

18- VAC-5-21-20-Fees.[Observation: The Board is not proposing fee increases through the
fast track regulatory process. However, revisions are necessary to conform wiahgbade of
the revised statutes and to eliminate unnecessary parts of 18VAC5-21-20. The proposed
18VAC5-22-20, which is entitled “Fees,” follows.

A. The Board, which § 54.1-4400 of the Code of Virginia defines as the Virginia Board of
Accountancy, shall charge the following fees for services it provides:

Processing an application to take the CPA examination $120
e Processing an application for issuance of a Virginia license 24

e Processing an application for the timely renewal of a
Virginia license 24

¢ Additional fee for processing an application for a license
renewal that is not timely 25

e Processing an application for reinstatement of a Virginia
license 250

e Processing an application for lifting the suspension of the

privilege of using the CPA title in Virginia or for lifting the

suspension of the privilege of providing attest services or

compilation services for persons or entities located in Virginia 250
e Providing an additional CPA wall certificate 25

¢ Additional fee for not using the online payment option for
any service provided by the Board 5

B. All fees for services the Board provides are due when the service is requested and are
nonrefundable.

16



Supplement to the Form TH-04—A Detailed Analysis of the Changes to the Regulations the
Virginia Board of Accountancy is Proposing Through the Fast Track Regulatory Pocess

A—AJrI—tees—aFe—nenFe#undabte[Observatlon ThIS is in subsectlon B of the proposed 18VACS5-
22-20.] , witlbe used to
dete;mmewhether—ﬁ—&en—ﬂm@bservatlon The Board belleves what constitutes date of
receipt is an administrative procedure that does not need to be addressed in the regulations.]

B—Fhe-following-fees-shallapplyfObservation: The fee amounts in the proposed 18VAC5-22-

20 are the same, but the terminology is different. The references in the marked table that
follows are to subsection A of the proposed 18VAC5-22-20.]

Examination administration fee $120[The first bullet applies.]
Original CPA-certificate-application $24 [The second bullet applies.]
CPA-certificate-by-endorsementapplication$24 [The second bullet applies.]
Registration-certificatepphication $24 [The second bullet applies.]
CPA certificate renewal $24 [The third bullet applies.]
Registrationcertificaterenewal $24 [The third bullet applies.]
CPA certificate late renewal $25 [The fourth bullet applies.]
Registration-crificate-late-renewal $25 [The fourth bullet applies.]
CPA certificate reinstatement $250[The fifth bullet applies.]
Registrationcertificatereinstatement $250[The fifth bullet applies.]
Noninteractive processing fee $5 [The eighth bullet applies.]

en—the—eFlA—eemﬂeate—elLtleeg&Fatteaeemto:@bservatlon Subsectlon B of the

proposed 18VAC5-22-20 says “all fees for services the Board provides are due when the

service is requested.thetregulantshall pay-the renewal-and-the late renewal fees.
[Observation: the fourth bullet of subsection A of the proposed 18VAC5-22-20—"additional

fee for a license renewal that i is not tlmely” is clear that an addltlonal feeis demaenfval

is not timely.]Re

aeldttten—te—the4ate—FenewaLanel—the—Femetatement [f@bservatlon As dlscussed in the
observation to subdivision A 6 of 18VAC5-21-90, this is no longer correct. Under subsection
C of § 54.1-4413.2, a license is considered to have expired if it is not renewed by the end of
the additional 12-month period, and the person or firm is considered to no longer hold a
Virginia license. Renewal is no longer an option once a license has expired, and therefore
there are no “unpaid renewal fees” after a license has expired. Subsections E and F of §
54.1-4413.2 prescribe the requirements for having an expired license reinstated.]
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3—freceived-bythe board-more- than-six-months-late; $75.

[Observation: This is no longer relevant because licensees are not required to submit
reports on their continuing professional education. Instead, when licensees apply for
renewal of their license, they are required to state whether they are in complidh¢bevi
continuing professional education requirements.]

D—The feeforareplacement-wallcertificate-shall-be §2Hservation: The seventh bullet of

subsection A of the proposed 18VAC5-22-20 addresses the fee for additional or replacement
wall certificates.]

AN MU R\A/N

[Observation: Section 2.2-4805 gives all state agencies the authority to impose bad check
charges within guidelines adopted by the Department of Accounts. Therefore, there is no
need to address bad check charges in the regulations. (As an observation, the bad check
charge was increased to $50 effective July 1, 2009, which is higher than the $25 charge
prescribed by 18VAC5-21-20.)]

A A
O Ci \/ viRw o C O wie Ootiro

by-the-applicant-erregdant. [Observation: The last bullet of subsection A of the proposed
18VAC5-22-20 addresses the $5 fee using a more concise description: additional fee for not
using the online payment option for any service provided by the Board.]

examination. In addition, the Board believes there is no need for the regulations to address
the possibility of engaging another party to process applications to take the CPA
examination. The Virginia Public Procurement Act gives the Board that authority, and that
authority is not relevant to fees the Board charges. The Board currently processes
applications to take the CPA examination. However, if the Board were to engage another
party to process the applications, the Board could only charge the fee authorized by the
regulations, which is currently $120, regardless of what the Board would be required to pay
the other party to process the applications.]
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18VAC5-21-30—Qualifications-for CPAcetrtificate. [Observation: As a result of the 2007

revisions to the statutes, there is no longer a CPA certificate. Instead, the “CH#ka” has
been replaced with a “license.”]

[Observatlon The notlon of a person 'S character was onIy dlscussed in the statutes prior to
the 2007 revisions in the context of issuing a “CPA certificate.” It is only discussbd i

current regulations in that context. The Board believes it cannot deny a person a license just
because he has a history of dishonest or felonious acts, which is essentially the definition of
“good character” of 18VAC5-21-10 of the current regulations. For example, § 54.1-4419 of
the statutes prior to the 2007 revisions, which was entitled “prior convictions not to abridge
rights,” said:

A person shall not be refused a license to practice, pursue, or engage in public
accountancy solely because of a prior criminal conviction, unless the criminal conviction
directly relates to the practice of public accountancy. However, the Board shall have the
authority to refuse a license if, based upon all the information available, including the
applicant's record of prior convictions, it finds that the applicant is unfit or unsuited to
engage in the practice of public accountancy.

The Board believes the notion of whether a criminal conviction “directly relates to the
practice of public accountancy” is nebulous. For example, does misappropriation of
financial assets always relate to the practice of public accountancy or only when the
misappropriation was committed by a person involved with an entity’s accounting system?
Accordingly, 8§ 54.1-4409.2 does not prescribe “character” as a requisite for obtaining a
Virginia license, but subdivisions A 2, B 2, and C 2 of § 54.1-4409.2 provide the general
caveat that:

After evaluating information provided by the person, the Board may request additional
information and may impose additional requirements for obtaining a Virginia license.]

B—Edueation-[Observation: This subsection was approved as an emergency regulation
effective May 14, 2009. In the new regulations proposed through the Form TH-04, this
regulation appears as 18VAC5-22-70, entitled “Education.” Subdivisions 1 and 2 below
appear as subsections A and B, and subdivisions 2 a and 2 b below appear as subdivisions B
1 and B 2 in the proposed 18VAC5-22-70.]

1. In order for a person to take the CPA examination through Virginia, he must have
obtained from one or more accredited institutions or from the National Collegestat le
120 semester hours of education, a baccalaureate or higher degree, and amgccounti
concentration or equivalent prior to taking any part of the CPA examination.
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2. For the purpose of complying with subdivision B 1 of this subsection and with
subdivision A 1 a of § 54.1-4409.2 of the Code of Virginia, obtaining an accounting
concentration or equivalent requires obtaining at a minimum:

a. 24 semester hours of accounting courses, including courses in auditing, financial
accounting, management accounting, and taxation; and

b. 24 semester hours of business courses, no more than six semester hours of which
could be considered accounting courses.

Principles or introductory accounting courses cannot be considered in determining
whether a person has obtained the 48 minimum number of semester hours required for an
accounting concentration or equivalent.

C—CPRA-exam[The proposed new regulations on the CPA and ethics examinations appear in
18VAC5-22-80, which is entitled “Examination.”]

hie yard [Observatlon ThIS
IS no Ionger needed in the regulatlons Section 54.1- 4400 defines “CPA examination,”
and subsections A, B, and C of § 54.1- 4409.2 require passing the CPA examination in
order to obtain a Virginia licensednd-{i)-an-etiesexamapproved-by-the-beard.
[Observation: Subsection D of the proposed 18VAC5-22-80 prescribes the requirement
for passing an ethics examination:

Prior to being considered for a Virginia license, a person shall pass an ethics
examination approved by the Board.]

by—the—leealﬂdr[Observatlon Subd|V|S|on Al of the proposed 18VAC5 22 80 prescribes
the same requirement:

Each section of the CPA examination must be passed by attaining a uniform passing
grade established through a psychometrically acceptable standard-setting procedure
approvedby the Board.]

based—GFlA—exam—beeemes—eﬁeetl\,{é'hls subd|V|S|on is no Ionger appllcable because
the CPA examination is now computer-based. The subdivision can therefore be deleted.]
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individually-and-inany-erder[Observation: This appears in subdivision A 2
of the proposed 18VAC5-22-80: Persons may take sections of the CPA

examination in any order.]

Fetale—ﬂaibd—seetien{s)—m%m%esame—e%examwmqmbservatlon
When a failed section can be taken again is addressed in subdivision A 3 of
the proposed 18VAC5-22-80:

A person who fails a section of the CPA examination may not retake that
section until the next quarter of the calendar year.

The 18-month notion is addressed in the next two subdivisions. ]
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taken. [Observation: Both this subdivision and the one that follows relate to
the “rolling” notion. Subdivision A 4 of the proposed 18VAC5-22-80, which

appears in the observation for the next subdivision, retains that notion but
describes it more clearly.]

month-period-willexpire-and-that sert(s) must beretakerfObservation:
Both this subdivision and the preceding one relate to the “rolling” notion.
Subdivision A 4 of the proposed 18VAC5-22-80 retains that notion but
describes it more clearly:

When a person first passes a section of the CPA examination, he has 18
months to pass the remaining sections. If the remaining sections are not
passed within the 18-month period, the person loses credit for the first

section passed, and a new 18-month period starts with the next section
passed.]

b—Conditional CRA-exam-credit§Observation: Since the CPA examination is now
computer-based, this subdivision is no longer relevant and can be deleted.]
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GPA—exan%md&s—#—suehwaaees—m%he—publ%ﬁe#eEDbservatlon ThIS relates

to the conditional credits addressed in the observation to subdivision C 3 b above. It
is therefore no longer relevant and can be deleted.]

e*am&fee—en—the—date—ef—tk@FlA—e*&m [Observatlon Slnce the consequences of
failing to comply are addressed in the next subdivision, this subdivision was
unnecessary and can therefore be deleted.]

GFlA—e*&meaFts—passec[Observatlon The consequences of falllng to comply are
addressed in the first sentence of subsection B of the proposed 18VAC5-22-80:

Failure to comply with the policies established by the Board for conduct at the
CPA examination may result in the loss of eligibility to take the CPA examination
or credit for sections of the CPA examination passed.]

‘ : designee.
[Observatlon The Board belleves this is an admlnlstratlve procedure that does not
need to be addressed in the regulations. As explained in the observation to
subsection F of 18VAC5-21-80, the proposed 18VAC5-22-170, which is entitled
“Communication between the Board and licensees,” prescribes requirements for
information requested by the Board.]

[Observatlon Subsectlon B of the proposed 18VAC5 22- 20 WhICh is entltled “Fees,”
says that “all fees for services the Board provides are due when the service is
requested and are nonrefundable.” It is not necessary to repeat in the regulations
that fees are nonrefundable.]

Board believes a regulation that just refers to another regulation is unnecessary and
should be deleted.]
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based—@PA—exam%e—NASBA—s—NaﬂenaLGandﬂate—Da{abmbservatlon The
Board believes this is an administrative procedure that does not need to be addressed

in the regulations.]

[Observation: The consequences of cheating are addressed in the second sentence of
subsection B of the proposed 18VAC5-22-80:

Cheating by a person in connection with the CPA examination shall invalidate
any grade earned on any section of the CPA examination and may warrant
expulsion from the CPA examination site and disqualification from taking the
CPA examination for a specified period of time as determined by the Board.]

eweumst&nees[Observatlon The Board’s postponement abilities are addressed in
subsection C of the proposed 18VAC5-22-80:

The Board may postpone scheduled CPA examinations, the release of grades, or
the issuance of licenses under the following circumstances:

1. A breach of CPA examination security;
2. Unauthorized acquisition or disclosure of the contents of a CPA examination;

3. Suspected or actual negligence, errors, omissions, or irregularities in
conducting a CPA examination; or

4. Any other reasonable circumstances.

These postponement abilities are generally the same as the postponement abilities in
subdivision C 12 of 18VAC5-21-30.]

D—Experienee.[Observation: Section 54.1-4400 defines “experience:”
“Experience” means employment in academia, a firm, government, or industry in any

capacity involving the substantial use of accounting, financial, tax, or other skills that are
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relevant, as determined by the Board, to providing services to an employer using the CPA
title or to the public using the CPA title.

In addition, subdivision A 1 d of 8§ 54.1-4409.2 says that the Board will prescribe an experience
requirement. The proposed 18VAC5-22-100, which is entitled “Experience,” prescribes the
experience requirement based on the definition of “experience” in § 54.1-4400:

Prior to applying for a license, a person must have been employed in academia, a firm,
government, or industry in any capacity involving the substantial use of accounting,
financial, tax, or other skills that are relevant, as determined by the Board, to providing
services to the public using the CPA title or to an employer using the CPA title foo@ pe
that is the full-time equivalent of one year. Whether other skills are relevalhbs
determined by the Board on a case-by-case basis. Self-employment does not meet the
definition of “experience” in § 54.1-4400 of the Code of Virginia.

The last sentence of the proposed 18VAC5-22-100 addresses a practice issue as to whether a
person could through self-employment provide income tax or other services that are often, but
are not required to be, performed by a CPA and count those services as experience. The
proposed regulation clarifies that the Board intends for experience to be obtained through
mentoring and that self-employment of any type does not qualify. Therefore, providing the
income tax or other services through self-employment would not qualify as expgrience.

ef—the—GeeIe—ef—\mgmra{Observatlo Subsectlon C of § 54. 1 4409 was repealed by the
2007 revisions. The revised statutes intentionally do not define an experience
requirement. Instead, subdivision A 1 d of § 54.1-4409.2 says that the Board will
prescribe an experience requirement. In addition, as a result of the 2007 revisions, the
statutes now require, in subdivision A 1 d of § 4409.2, that the person shall “describe his
experience” and that the “Board shall determine whether his experience comgles wi

the experience requirement prescribed by the Board.” It is therefore no longeramgcess

for the regulatlons to requwe prOV|d|ng documentatlemhreh—reqwres—a{—least—ene—year

helaeiC [The Board believes that as result of subd|V|S|on Alcof§ 54 1- 4409 2 it is no
longer necessary for the regulations to address who can supervise and verify the
experience. As an observation, the Board believes the requirement in this subdivision
has not been effective in ensuring that a person has obtained the needed experience.]
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[Observatlon ThIS subd|V|S|on and the preceding subd|V|S|on provide wide Iatltude in
determining what acceptable experience is and require at least 2,000 hours of experience
over at least one year and no more than three years. The first two sentences of the
proposed 18VAC5-22-100 clarify the Board’s intention that the experience must involve
the substantial use of accounting, financial, tax, or other skills that are relevant, which is
the criterion established by the definition of “experience” added to § 54.1-4400 in the
2007 revisions. In addition, rather than specifying a quantitative measure in terms of a
minimum number of hours over a prescribed period, the proposed 18VAC5-22-100 only
requires that the experience be obtained over a period that is the full-time equofalent

one year.]

seeten—#ay—praetm&a&&@%m%h&@emmenwea#heﬁqﬂlf%servatlon This is
now addressed in subsection A of § 54.1-4409.1, which says:

A person must be licensed in order to use the CPA title in Virginia.

1. The person shall hold a Virginia license if he provides services to the public using
the CPA title and the principal place of business in which he provides those
services is in Virginia.

2. Other persons shall not be required to hold a Virginia license in order to use the
CPA title in Virginia provided that they hold the license of another state and
comply with the substantial equivalency provisions of § 54.1-4411.

It is not necessary to repeat these requirements in the regulations. In addition, the Board
believes interpretive guidance in the regulations is unnecessary.]

eemﬁea{e [Observatlon ThIS IS now addressed in subsectlon A of § 54.1-4409.1.
See the observation to subsection A above.]
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E—authen-z-ed—te—praenee[()bservatlon Subsectlon A of § 54 1 4409 2 prescrlbes the
requirements for a person who has not held the license of any state to obtain a
Virginia license:

1.

To be considered for a Virginia license, the person seeking licensure shall:

a.

Provide documentation that he has obtained from one or more accredited
institutions or from the National College at least 150 semester hours of
education, a baccalaureate or higher degree, and an accounting
concentration or equivalent, as defined by the Board;

Provide documentation that he has passed the CPA examination;

Describe his continuing professional education since he passed the CPA
examination. The Board shall determine whether his continuing
professional education complies with the continuing professional
education requirement prescribed by the Board for that period; and

Describe his experience. The Board shall determine whether his
experience complies with the experience requirement prescribed by the
Board.

After evaluating information provided by the person, the Board may request
additional information and may impose additional requirements for obtaining
a Virginia license.

It is not necessary to repeat these requirements in the regulations. In addition, the
Board believes interpretive guidance in the regulations is unnecessary.]

establ+shed—m—l&AG%—2—l—2@ [Observation: ThIS is addressed in subsectlon B of
the proposed 18VAC5-22-20, which is entitled “Fees,” and does not need to be

repeated.]

C. CPA<certificate-by-endersemerfDbservation: Subsection C of § 54.1-4409.2

prescribes how a person who holds the license of another state may obtain a Virginia

license:

1. To be considered for a Virginia license, the person seeking licensure shall:
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2.

. Disclose to the Board each state in which he holds or has held a license;

. Provide, for each state in which the person holds a license, documentation

from the board of accountancy concerning whether he is in good standing
with the board, whether there are any pending actions alleging violations of
the standards of conduct and practice established by statutes of the state or
regulations promulgated by the board, and whether he has been found guilty
of any violations of the standards of conduct and practice established by
statutes of the state or regulations promulgated by the board;

Disclose, for each state in which the person has held a license, why the license
is no longer held and provide documentation from the board of accountancy
concerning whether he has been found guilty of any violations of the

standards of conduct and practice established by statutes of the state or
regulations promulgated by the board;

. Describe the semester hours of education he has obtained from colleges and

universities. The Board shall determine whether the education obtained is
substantially equivalent to the education that would have been required by the
Board when the person passed the CPA examination;

. Describe his continuing professional education during the most recent

reporting period that would be required for the holder of a Virginia license.
The Board shall determine whether his continuing professional education
complies with the continuing professional education requirement prescribed
by the Board for that period; and

Describe his experience. The Board shall determine whether his experience
complies with the experience requirement prescribed by the Board.

After evaluating the information provided by the person, the Board may request
additional information and may impose additional requirements for obtaining a
Virginia license.

It is not necessary to repeat these requirements in the regulations. In addition, the Board
believes interpretive guidance in the regulations is unnecessary.]

i eit

obtain

[Observation: Subsection A of § 54.1-4409.1, which is presented in the observation
to subsection A above, prescribes whether a Virginia license is required to use the
CPA title in Virginia. Section 54.1-4409.2 prescribes how a Virginia license may be
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obtained by a person who has not held the license of any state (subsection A), by a
person who does not hold the license of another state but has previously held the
license of another state (subsection B), and by a person who holds the license of
another state (subsection C). It is not necessary to repeat these requirements in the
regulations. In addition, the Board believes interpretive guidance in the regulations
iS unnecessary.]

. de
fellowing: [Observation: As the observation at the beginning of this subsection
discusses, subsection C of § 54.1-4409.2 prescribes how a person who holds the
license of another state may obtain a Virginia license. It is not necessary to repeat
this guidance in the regulations. In addition, the Board believes interpretive
guidance in the regulations is unnecessary.]
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fee—estab#shed—rn—lésAG%-Z—l—zG [Observatlon The Board belleves a regulatlon
that just refers to another regulation is unnecessary and should be deleted.]

[Observatlon Sectlon 54 1-4413.3 prescrlbes standards of conduct and practlce and
introduces them by saying, “Persons using the CPA title in Virginia and firms providing
attest services or compilation services to persons or entities located ini¥istiall

conform to the following standards of conduct and practice.” Section 54.1-4413.2
prescribes the requirements for renewal and reinstatement of licenses and lifting the
suspension of privileges. It is not necessary to repeat these requirements in the
regulations. In addition, the Board believes interpretive guidance in the regulations is

unnecessary ypen—e*prranenenreGPA—ame\%heGPA—eemﬁeate—helde#shall

usrng—the—GFlA—desrgnatren—rn—any—mann@bservatron Sectron 54 1 4400 deflnes
“using the CPA title” as:

“Using the CPA title in Virginia” means using “CPA,” “Certified Public

Accountant,” or “public accountant” (i) in any form or manner of verbal
communication to persons or entities located in Virginia or (ii) in any form or
manner of written communication to persons or entities located in Virginia, including
but not limited to the use in any abbreviation, acronym, phrase, or title that appears
in business cards, the CPA wall certificate, Internet postings, letterhead, reports,
signs, tax returns, or any other document or device.

Subsection A of § 54.1-4409.1 says, “A person must be licensed in order to use the CPA
title in Virginia.” Therefore, a person whose license has expired could no longer use the
CPA title in Virginia and could no longer display the CPA wall certificate. The Board
believes interpretive guidance in the regulations is unnecessary.]

¥AG%-2—1—5G—[Observatlon The Board believes a regulatlon that jUSt refers to another
regulation is unnecessary and should be deleted.]

4413.2 address the period covered by the Ilcense
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A. AVirginia license shall provide its holder with a 12-month privilege to use the
CPA title in Virginia or provide attest services and compilation services to
persons and entities located in Virginia.

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

1.

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

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

C. If the license is not renewed by the end of the additional 12-month period, it shall
be considered to have expired and the person or firm shall be considered to no
longer hold a Virginia license.]

It is not necessary to repeat these requirements in the regulations. In addition, the Board
believes interpretive guidance in the regulations is unnecessary.]

lency.

v | N
O waw o o oo v e

[Observation: Section 54.1-4411 prescribes the requirements for a person who holds the

license of another state to use the CPA title in Virginia without obtaining a Virginia

license:

A. A person who holds the license of another state shall be considered to have met
requirements that are substantially equivalent to those prescribed by the Board if:

1.

The Board has determined that the education, CPA examination, and
experience requirements of the state are substantially equivalent to those
prescribed by the Board, or

The person has demonstrated meeting education, CPA examination, and
experience requirements that are substantially equivalent to those prescribed
by the Board. (The notion of a person demonstrating that his education, CPA
examination, and experience are substantially equivalent was added to the
statutes through the 2007 revisions. It was intended that the person would not
be required to notify the Board that his education, CPA examination, and
experience are substantially equivalent to the requirements for obtaining a
Virginia license. The proposed 18VAC5-22-110, which is entitled
“Demonstrating that a person’s education, CPA examination, and experience
are substantially equivalent to the requirements for obtaining a Virginia
license,” makes that intention clear:
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Subdivision A 2 of § 54.1-4411 of the Code of Virginia does not require
the person to notify the Board that the person’s education, CPA
examination, and experience are substantially equivalent to the
requirements for obtaining a Virginia license.

However, subdivision A 3 of the proposed 18VAC5-22-170, which is entitled
“Communication between the Board and licensees,” would require the person
to support his conclusion if requested by the Board. Subsection A of the
proposed 18VAC5-22-170 is introduced with the phrase “When requested by
the Board,” and subdivision A 3 says:

Persons or firms shall provide the Board documents related to the Board’s
investigation of their possible violation of provisions of Chapter 44 (8
54.1-4400 et seq.) of Title 54.1 of the Code of Virginia or Board
regulations.)

B. A person who holds the license of another state and meets the substantial
equivalency provisions of subsection A shall not be required to hold a Virginia
license to use the CPA title in Virginia provided that either (i) he provides
services to the public using the CPA title and the principal place of business in
which he provides those services is in other states or (ii) he does not provide
services to the public using the CPA title. However, to use the CPA title in
Virginia, the person shall:

1. Consent to be subject to:

a. The provisions of this chapter and regulations promulgated by the Board
that apply to the holder of a Virginia license,

b. The jurisdiction of the Board in all disciplinary proceedings arising out of
matters related to his use of the CPA title in Virginia, and

c. The Board's authority to revoke or suspend his privilege to use the CPA
title in Virginia and to impose penalties for the person's violations of the
provisions of this chapter or regulations promulgated by the Board.

2. Consent to the appointment of the executive director of the board of
accountancy of the state that issued the license as his agent, upon whom
process may be served (i) in any action or proceeding by the Board against
him or (ii) in any civil action in Virginia courts arising out of his use of the
CPA title in Virginia. In the event he holds a license from more than one state,
the Board shall establish which executive director shall serve as his agent.
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3. Consent to the personal and subject matter jurisdiction of the courts of
Virginia in any civil action arising out of his use of the CPA title in Virginia
and agree that the proper venue for such actions is in Virginia.

4. Agree to cease using the CPA title in Virginia if he is no longer licensed.

C. A holder of a Virginia license who is using the CPA title in another state under
substantial equivalency provisions of statutes of the state or regulations
promulgated by the board of accountancy of the state shall be subject to
disciplinary action by the Board for an act or omission committed in that state.
The Board may investigate any complaint made to or by the board of accountancy
of any state related to the person's use of the CPA title in that state.

D. The Board may cooperate and share information with appropriate authorities in
other states in investigations or enforcement matters concerning violations of the
provisions of this chapter or regulations promulgated by the Board and
comparable statutes or regulations of other states or boards of accountancy.

It is not necessary to repeat these requirements in the regulations. In addition, the Board
believes interpretive guidance in the regulations is unnecessary.]

shaH—eensHu%e—ewdenee—eHhe—pmMege%e—pran@bservatlon Subd|V|S|on

A 1 of § 54.1-4411 clarifies that the education, CPA examination, and experience
requirements of the state must be substantially equivalent to the education, CPA
examination, and experience requirements for obtaining a Virginia license.]

atisfied the

Feqﬁwemems—ﬁev;substannakeqﬁamler{@bservatlon The proposed 18VACS5-
22-110 clarifies that subdivision A 2 of § 54.1-4411 does not require the person to
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notify the Board.]Ar-apprevaHetierfrom-the-board-shall-constitute-evidence of

theprivilege-topractice[Observation: The Board believes the regulations
should not prescribe what constitutes sufficient support for the conclusion by a

person who holds the license of another state that he has complied with the
education, CPA examination, and experience requirements for obtaining a
Virginia license. What constitutes sufficient support depends on the facts and
circumstances.]

tutes and
irginia.

[Observatlon Subd|V|S|on B2 of § 54 1- 4411 says that the Board shall establish
which board executive director shall serve as the person’s agent.]

p%tens—fepneme&der{tobservatlon The statutes |ntent|onally do not address
re5|dency and there is no need for the regulatlons to address read@ﬁ@y]

nen%esrdent—GFlA—eetheate—heldelﬁ)bservatlon Subd|V|S|on A 1 of § 54.1-4411
establishes the notion that the Board may determine whether the education, CPA
examination, and experience requirements of a state are substantially equivalent to
those required to obtain a Virginia license. This requires a more comprehensive
review than, for example, determining whether a state requires a person to obtain
150 hours of education, pass the CPA examination, and have experience to obtain a
license. As a practical matter, a list such as the one comprehended in this
subdivision of the current regulations may not be available. The Board believes the
regulations should not prescribe the process the Board uses to evaluate substantial
equivalency.]
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the-requirements-stirth-in-subsectionB-of this-sectiofObservation: Subdivision C 7
of § 54.1-4412 was repealed by the 2007 revisions to the statutes.]

MemaLepﬁmnagemenﬂas&and—desigFmﬂg—his—pegmn%%dMBrvatlon

The statutes, in the definition of “practice of public accounting” in § 54.1-4400, now
clarify that this would not be prohibited: "Practice of public accounting” means the
giving of an assurance other than (i) by the person or persons about whom the financial
information is presented or (ii) by one or more owners, officers, employees, or member
of the governing body of the entity or entities about whom the financial information is
presented.]

Feqﬁwemems—m—]:&AG%—Z—HrO—G [Observatlon ThIS IS now addressed in the
statutes. For a firm that holds a Virginia license, subdivision D 3 of § 54.1-4412.1
requires that—

All attest services and compilation services provided for persons and entities
located in Virginia shall be under the supervision of a person who either (i) holds
a Virginia license or (ii) holds the license of another state and complies with the
substantial equivalency provisions of § 54.1-4411.

Under subsection C of § 54.1-4412.1, a firm that is not required to obtain a Virginia
license may provide attest services or compilation services to personstigsenti
located in Virginia if:

1. The firm’s personnel working on the engagement either (i) hold a Virginia license
or (ii) hold the license of another state and comply with the substantial
equivalency provisions of § 54.1-4411, or

2. The firm’s personnel working on the engagement are under the supervision of a
person who either (i) holds a Virginia license or (ii) holds the license of another
state and complies with the substantial equivalency provisions of § 54.1-4411.

It is not necessary to repeat these requirements in the regulations. In addition, the
Board believes interpretive guidance in the regulations is unnecessary.]
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| Sl . . g “iesued by

+e-met this
e*peﬂe@e—Feqawement[Observatlon Subd|V|S|on D 4 of § 54 1 4412.1 requires
that: Any person who releases or authorizes the release of reports on attest services
or compilation services provided for persons or entities located in Virginia shall:

a. Either (i) hold a Virginia license or (ii) hold the license of another state and
comply with the substantial equivalency provisions of § 54.1-4411, and

b. Meet any additional requirements the Board prescribes.

In response to subdivision D 4 b of § 54.1-4412.1, the Board is proposing regulation
18VAC5-22-140, which is entitled “Persons who release or authorize the release of
reports” and says:

A. To comply with subdivision D 4 of § 54.1-4412.1 of the Code of Virginia, a
person who releases or authorizes the release of reports on attest services or
compilation services provided for persons or entities located in Virginia shall
annually obtain a minimum of eight hours of continuing professional
education related to attest services or compilation services. The hours
obtained to meet this requirement shall be considered in determining whether
the person has complied with the requirements of 18VAC5-22-90. [18VAC5-
22-90 is entitled “Continuing professional education.]

B. Firms providing attest services or compilation services shall establishgmlici
and procedures to provide the firm with reasonable assurance that persons
who release or authorize the release of reports on attest services or
compilation services possess the kinds of competencies that are appropriate
given the facts and circumstances. These policies and procedures shall
address the required technical proficiency, familiarity with the industry and
the person or entity, skills that indicate sound professional judgment, and
other competencies necessary under the circumstances.

The current regulations, in subdivision B 2 of 18VAC5-21-50, generally impose an

experience requirement on persons who release or authorize the release of reports
that is based on a minimum number of hours.
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The Board believes practice has changed so that prescribing a minimum number of
hours is no longer effective in protecting the public. For example, the 600 minimum
number of hours required by the current regulations may be sufficient for releasing
or authorizing the release of reports on attest services for less complex engegeme
but would likely not be sufficient for other attest service engagements.

The overriding objective of Subdivision D 4 of § 54.1-4412.1 is to require that a firm
have procedures in place to ensure that persons who release or authorize the release
of reports have the kinds of competencies that are appropriate for the engagement.
The Board therefore drafted the proposed 18VAC5-22-140 to require that a firm
establish policies and procedures to provide it with reasonable assurance that
persons who release or authorize the release of reports on attest services or
compilation services possess the kinds of competencies that are appropriate given the
facts and circumstances and to prescribe what these policies and procedures should
address. The language is patterned after quality control standards established by the
American Institute of Certified Public Accountants. (As an observation, those
standards are covered by subdivision 5 of § 54.1-4413.3.)

The Board also believes that the public is better protected if these persons obtain at
least eight hours each year of continuing professional education related to attest
services or compilation services. Subsection A of the proposed 18VAC5-22-140
therefore prescribes that requirement and notes that these hours shall be considered
in determining whether the person has complied with the requirements for continuing
professional education in the proposed 18VAC5-22-90, which is entitled “Continuing
professional education.” The proposed requirement therefore does not increase the
number of hours of continuing professional education required.]

18 VVAC5-21-60Registration-of-firms. [Observation: The statutes now prescribe the

licensing requirements for firms. Section 54.1-4412.1, which is entitled “Licensingeetgrits
for firms,” says:

A. Only a firm can provide attest services or compilation services to personst@senti
located in Virginia. However, this shall not affect the privilege of a person who is not
licensed to say that financial statements have been compiled or to use the compilation
language, as prescribed by subsections B and C of § 54.1-4401.

B. A firm that provides attest services or compilation services to persons eeltdated
in Virginia shall obtain a Virginia license if the principal place of business in which it
provides those services is in Virginia.

C. Afirm that is not required to obtain a Virginia license may provide attest services or
compilation services to persons or entities located in Virginia if:
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1.

2.

The firm’s personnel working on the engagement either (i) hold a Virginia license or
(i) hold the license of another state and comply with the substantial equivalency
provisions of § 54.1-4411, or

The firm’s personnel working on the engagement are under the supervision of a
person who either (i) holds a Virginia license or (ii) holds the license of another state
and complies with the substantial equivalency provisions of § 54.1-4411.

D. For a firm to obtain a Virginia license:

1.

As determined on a firm-wide basis:

a. Atleast 51 percent of the owners of the firm shall be licensees, trustees of an
eligible employee stock ownership plan as defined in § 13.1-543, or a firm that
meets this requirement, and

b. Atleast 51 percent of the voting equity interest in the firm shall be owned by
persons who are licensees, by trustees of an eligible employee stock ownership
plan as defined in § 13.1-543, or by a firm that meets this requirement.

If the death, retirement or departure of an owner causes either $¢ tieguirements
not to be met, the requirement shall be met within one year afteddhth,
retirement, or departure of the owner.

. The Board shall prescribe requirements concerning the hours that owners who are

not licensees work in the firm and may prescribe other requirements for those
persons. (The current regulations, in subdivisions B 2 and C 2 of 18VAC5-21-60,
prescribe a minimum number of hours those persons must work annually for the firm.
The Board believes practice has changed so that prescribing a minimum number of
hours is no longer effective in protecting the public. The intention of subdivision D 2
of 8§ 54.1-4412.1 is to prevent control of firms by passive investors. The proposed
18VAC5-22-130, which is entitled "Owners of firms who are not licensees,” makes
that intention clear, generally saying that owners who are not licensees must
participate in the firm’s activities on a regular, continuous, and substantial basis.
That language is patterned after the Internal Revenue Service guidance on
determining whether an individual is a passive investor. The proposed 18VAC5-22-
130 says:

To comply with subdivision D 2 of § 54.1-4412.1 of the Code of Virginia, owners
of a firm who are not licensees must be persons who, based on the facts and
circumstances, participate in the firm’s activities on a regular, continuous, and
substantial basi3
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3. All attest services and compilation services provided for persons and entiaigsdloc
in Virginia shall be under the supervision of a person who either (i) holds a Virginia
license or (ii) holds the license of another state and complies with the substantial
equivalency provisions of § 54.1-4411.

4. Any person who releases or authorizes the release of reports on attest services or
compilation services provided for persons or entities located in Virginia shall:

a. Either (i) hold a Virginia license or (ii) hold the license of another state and
comply with the substantial equivalency provisions of § 54.1-4411, and

b. Meet any additional requirements the Board prescribes. (In response, the Board
is proposing 18VAC5-22-140, which is entitled “Persons who release or
authorize the release of reports” and is discussed in the observation to
subdivision B 2 of 18VAC5-21-50 of the current regulations above.)

5. The firm shall conduct its attest services and compilation services in confarithity
the standards of conduct and practice in 8§ 54.1-4413.3 and regulations promulgated
by the Board.

6. The firm shall be enrolled in the applicable monitoring program of the American
Institute of Certified Public Accountants or its successor, or in another monitoring
program for attest services and compilation services that is approved by the Board.
In addition, the firm shall comply with any requirements prescribed by the Board in
response to the results of peer reviews.

7. The name of the firm shall not be false, misleading, or deceptive.]

—GPA—m%he—name—ef—tMmm—shalHegﬁteHﬁmh%e—bea[mbservatlon ThIS IS no
longer correct. Subsection B of § 54.1-4412 has been repealed. As a result of the 2007

revisions to the statutes, there is no longer a registration certificate, and the notion of
registration is no longer relevant. In addition, firms that do not provide attest services or
compilation services are not required to have a license. Section 54.1-4412.1, which is
shown in the observation to the title of 18VAC5-21-60 above, only discusses licensing
requirements for firms that provide attest services or compilation sejvices

54—1—44}2—G—Gf—the—eede—ef—w¥g4me{0bservatlon Subsectlon C of § 54 1- 4412 has
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been repealed. As a result of the 2007 revisions to the statutes, there is no longer a
registration certificate, and the notion of registration is no longer relevant. In addition,
firms that do not provide attest services or compilation services are not requireceto hav

a license. Section 54.1-4412.1, which is shown in the observation to the title of 18VAC5-
21-60 above, only discusses licensing requirements for firms that provide attestservi

or compilation services.]

contain-the-following: [Observatlon The Board belleves thIS is an admlnlstratlve
procedure that does not need to be addressed in the regulations. As explained in the
observation to subsection F of 18VAC5-21-80, the proposed 18VAC5-22-170
prescribes requirements for information requested by the Board.]

the#—mfeerest [Observatlon Subd|V|S|on D 2 of § 54, 1 4412.1 says the Board shall
prescribe requirements concerning the hours that owners who are not licensees work
in a firm and may prescribe other requirements for those persons. The current
regulations, in subdivisions B 2 and C 2 of 18VAC5-21-60, prescribe a minimum
number of hours those persons must work annually for the firm. The Board believes
practice has changed so that prescribing a minimum number of hours is no longer
effective in protecting the public. The intention of subdivision D 2 of § 54.1-4412.1 is
to prevent control of firms by passive investors. The proposed 18VAC5-22-130
makes that intention clear, generally saying that owners who are not licensees must
participate in the firm’s activities on a regular, continuous, and substantial basis.
That language is patterned after the Internal Revenue Service guidance on
determlnlng whether an |nd|V|duaI isa passwe mvestelﬂuas—shau-have—%—memhs

A jspose-of the
ewne#sh+p—m¥e¥est[0bservatlon Subd|V|S|on D 1 of § 54.1-4412.1 prescribes two
requirements for firms that hold a Virginia license that are designed to ensure that
the firm is controlled by licensees. Subdivision D 1 of § 54.1-4412.1 therefore
requires curing a loss of control by licensees, saying:
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If the death, retirement, or departure of an owner causes either of these
requirements not to be met, the requirement shall be met within one year after the
death, retirement, or departure of the owner.

The Board believes it is not necessary for the statutes or the regulations to address
the disposition of noncontrolling interests in firms.]

304rg+n+a— [Observatlon ThIS IS no Ionger correct Subsectlon D of § 54.1-4412 has
been repealed. Firms that do not provide attest services or compilation services are not
required to have a license. Section 54.1-4412.1, which is shown in the observation to the
title of 18VAC5-21-60 above, only discusses licensing requirements for firms that provide
attest services or compilation services.]

g ontain the
follewing: [Observatlon The Board belleves thls is an admlnlstratlve procedure

that does not need to be addressed in the regulations. As explained in the observation
to subsection F of 18VAC5-21-80, the proposed 18VAC5-22-170 prescribes
requirements for information requested by the Board.]
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. ' . . . . . . spese of the
ewne#eh+p—uherest [Observatlon As explalned in the observatlon at the beginning

of this subsection, these firms are no longer required to hold a Virginia license. Also,
the observation to subdivision B 2 of 18VAC5-21-60 discusses the notion of
participation in a firm’s activities.]

D—TFhe-fee foraregistration-certificate-is-setforth-i48S5-21-20. [Observation: The
Board believes a regulation that just refers to another regulation is unnecessary and
should be deleted.]

[Observation: The Board believes a regulation that just refers to another regulation is
unnecessary and should be deleted. Also, as discussed in the observation at the
beginning of Part IV of the current regulation, the Board is proposing to delete the
standards of conduct and practice in the regulations because the statutes now prescribe
standards of conduct and practice.]

A Witk 30. [Observatlon The
statutes in subsectlons A, B and C of § 54.1- 4413 2, now address the period covered by
the license and renewal requirements for both persons and firms. Those subsections are
presented in the observation to subsection F of 18VAC5-21-40.]

18VAC5-21-70—Peer+eview.[Observation: Subdivision D 6 of § 54.1-4412.1 requires a firm
to be enrolled in the applicable monitoring program of the American Institute of Certifieat Publ
Accountants or its successor, or in another monitoring program for attest services and
compilation services that is approved by the Board, and to comply with any requirements
prescribed by the Board in response to the results of peer reviews.

Section 54.1-4400 defines “peer review” as:

"Peer review" means a review of a firm's attest services and compilatiooesetivat is
conducted in accordance with the applicable monitoring program of the American Institute
of Certified Public Accountants or its successor, or with another monitoring program
approved by the Board.

18VAC5-21-70 is devoted to peer review, but some of its requirements are now out-of-date.

Because the 2007 revisions to the statutes define “peer review” in 8 54.1-4400 in a way that
makes it evergreen, the Board believes the regulations should only address three agegects of
review.

a. The first two are addressed by the proposed 18VAC5-22-150, which is entitled
“Monitoring program and peer review.”
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1. The proposed regulation requires that the firm comply with all components of the
monitoring program in which it is enrolled. That clarifies that the intention of
subdivision D 6 of 8 54.1-4412.1 is to require not just that the firm be enrolled in a
monitoring program but that it also comply with all components of the monitoring
program.

2. The proposed regulation also gives the Board the latitude to waive the requirement
for a peer review or grant additional time for complying with the peer review
requirement.

The proposed 18VAC5-22-150 says:

In order to comply with subdivision D 6 of § 54.1-4412.1 of the Code of Virginia, a

firm shall comply with all components of the monitoring program in which it is

enrolled, except that, depending on the facts and circumstances, the Board may waive
the requirement for a peer review or grant additional time for complying with the
requirement.

b. The third aspect is addressed in subdivision A 2 of the proposed 18VAC5-22-170, which
is entitled “Communication between the Board and licensees” and requires that, when
requested by the Board, firms must provide proof of enrollment in a monitoring program
and copies of reports and other documentation related to acceptance of their peer
reviews. The subdivision says:

Firms shall provide the Board with proof of enrollment in a monitoring program and
copies of reports and other documentation related to acceptance of their peer
reviews.

It is not necessary to repeat these requirements in the regulations, and the Board believes
interpretive guidance in the regulations is unnecessary.]

Feqwrement [Observatlon See the observatlon at the beglnnlng of 18VAC5 21-70.]
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he-month of the
%mgﬂ%n%ﬂ%&mnew%eﬁh#e#&renew&#eg&raﬂoﬁ@bservatlon See the

observation at the beginning of 18VAC5-21-70.]

C—Applicable-dates.

felea—FeglsfeFaHe#eemﬁea%e—Med—eﬂeHhﬂy—l—zGQQ [Observatlon ThIS is out of-
date. The Board believes it should therefore be deleted.]

feJrlewng—the—a#eFemennened—ﬂ#eeaneﬁed [Observatlon The Board belleves
this is an administrative procedure that does not need to be addressed in the
regulations. As explained in the observation to subsection F of 18VAC5-21-80, the

proposed 18VAC5-22-170 prescribes requirements for information requested by the
Board.]

felcth—m—tms—subseeuer{Observatlon See the observatlon at the beglnnlng of 18VAC5-
21-70.]
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ether—deeumerﬁ—retaﬂng%e—me—peeprewew—pregr{mbservatlon The Board believes
an affirmation is an administrative procedure that does not need to be addressed in the
regulations. Subdivision A 2 of the proposed 18VAC5-22-170 requires that, when
requested by the Board, firms must provide proof of enrollment in a monitoring program

and copies of reports and other documentation related to acceptance of their peer
reviews.]

Subd|V|S|on A 2 of the proposed 18VACS 22 170 requwes that when requested by the
Board, firms must provide proof of enroliment in a monitoring program and copies of
reports and other documentation related to acceptance of their peer reviews.]

N CRA artifi 1 g alala

perred—et—ene—year[Observatlon Subsectlon A of § 54.1- 4413 2 states that a V|rg|n|a
license provides its holder with a 12-month privilege. It is not necessary to repeat that

the regulations. In addition, the Board believes interpretive guidance in the regulations is
unnecessary.]
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MG Y&bservation:

Subsectlon A of § 54.1- 4413 2 states that a V|rg|n|a Ilcense provides its holder with a 12-
month privilege. It is not necessary to repeat that in the regulations. In addition, the
Board believes interpretive guidance in the regulations is unnecessary.]

Apru—l—]rggi—beeameamrd—en—htevemleer%g—wpsbservatlon Th|s time- sensrtrve
regulation is no longer relevant, and therefore no longer necessary. The Board believes
it should be deleted.]

and—pay—the—reqwred—te@Observatron Subsectron C of the proposed 18VAC5 22- 170
which is entitled “Communication between the Board and licensees,” states, “The Board
shall transmit license renewal notices electronically unless a person or funaide to
communicate electronically. However, § 54.1-4413.2 of the Code of Virginia places the
responsibility for renewing a Virginia license on its holder, and that responsibility is not
affected by Whether the hoIder receives a Ilcense renewal notiﬁee—}date—the—beard
%#A%—%%a@payabte—FeesshaHmpb&retundedepprerMervatron
Subsection B of the proposed 18VAC5-22-20, which is entitled “Fees,” states, “All fees

for services the Board provides are due when the service is requested and are
nonrefundable.”]

. g on cottifin Ablished in
4:8—\#AG%-2—1—29 [Observatron The Board belleves a regulatlon that just refers to
another regulation is unnecessary and should be deleted.]
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[Observation: A number of the current regulations require providing documentation

when requested by the Board. Rather than prescribing each situation, the Board believes
a more efficient and effective approach to protecting the public is to establish a general
requirement in the new regulations. Subsection A of the proposed 18VAC5-22-170,
which is entitled “Communication between the Board and licensees,” establishes three
categories of requests for information that require compliance:

a. Support for the conclusion that the person or firm applying for the issuance, renewal,
or reinstatement of a Virginia license or for lifting the suspension of the privilege of
using the CPA title in Virginia or providing attest services or compilation ses\far
persons or entities located in Virginies complied with the requirements of
applicable statutes and regulations.

b. Proof of a firm’s enroliment in a monitoring program and copies of reports and other
documentation related to acceptance of its peer review.

c. Documents related to the Board’s investigation of the possible violation by a person
or firm of provisions of the statutes or regulations. This provision is similar to
subsection F of 18VAC5-21-160 of the current regulations, which applies to firms.]

Fenewal—fee—as—prewded—fepw%—VA@&%—[Observatlon Subsectlon B of the
proposed 18VAC5-22-20, which is entitled “Fees,” states, “All fees for serhees t

Board provides are due when the service is requested and are nonrefundable.” The
additional fee for a license renewal that is not timely provided for in subsection A of the
proposed 18VAC5-22-20 is therefore required if the renewal application is not filed when
it is due. Itis not necessary to repeat these provisions in the regulations. In addition, the
Board believes interpretive guidance in the regulations is unnecessary.]

18 VAC 5-21-90Reguirementforreinstatement.[Observation: Subsection E of § 54.1-

4413.2 prescribes the requirements for a person to have his Virginia license reinstated, and
subsection F of 8 54.1-4413.2 prescribes the requirements for a firm to have its Virginia license
reinstated. It is not necessary for the regulations to repeat those requirements. In adudtion, t
Board believes interpretive guidance in the regulations is unnecessary and therefores18VAC
21-90 should be deleted.

Subsection A of the proposed 18VAC5-22-20, which is entitled “Fees,” prescribes a
reinstatement fee. Under subsection C of § 54.1-4413.2, if a Virginia license is not renewed by
the end of the additional 12-month period provided by subsection B of § 54.1-4413.2, the license
shall be considered to have expired and the person or firm shall be considered to no longer hold
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a Virginia license. The requirement in 18VAC5-21-20 to “pay all unpaid renewal fees in
addition to the late renewal” fees is therefore no longer relevant. Once the licenseshas be
expired, it cannot be renewed, and therefore there are no “unpaid renewal fees” after a licens
has expired. Subsections D, E, and F of § 54.1-4413.2 provide the only alternatives.
Accordingly, subdivision A 6 of 18VAC5-21-90 of the current regulations is no longer
applicable, and the proposed new regulations do not require fees other than the reinstatement
fee in the proposed 18VAC5-22-20 for reinstatement.]

discussed in the observation at the start of this section, the statutes now provide an
additional 12-month period after the initial 12-month period to renew a Virginia license.
Once that additional 12-month period ends, the person or firm is considered to no longer
hold a Virginia license and the only alternative generally is to apply for reinstatement.]

prior to the 2007 revisions in the context of issuing a “CPA certificate.” It is only
discussed in the current regulations in that context. The Board believes it cannot
deny a person a license just because he has a history of dishonest or felonious acts.
For example, 8§ 54.1-4419 of the statutes prior to the 2007 revisions, which was
entitled “prior convictions not to abridge rights,” said:

A person shall not be refused a license to practice, pursue, or engage in public
accountancy solely because of a prior criminal conviction, unless the criminal
conviction directly relates to the practice of public accountancy. However, the
Board shall have the authority to refuse a license if, based upon all the
information available, including the applicant's record of prior convictions, it
finds that the applicant is unfit or unsuited to engage in the practice of public
accountancy.

The Board believes the notion of whether a criminal conviction “directly relates to
the practice of public accountancy” is nebulous. For example, does
misappropriation of financial assets always relate to the practice of public
accountancy or only when the misappropriation was committed by a person involved
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with an entity’s accounting system? Accordingly, 8§ 54.1-4409.2 does not prescribe
“character” as a requirement for obtaining a Virginia license, but subdivisions A 2,
B 2, and C 2 of § 54.1-4409.2 provide the general caveat that:

After evaluating information provided by the person, the Board may request
additional information and may impose additional requirements for obtaining a
Virginia license.]

establﬁhed—m—l&AG%-Z—l-zG—[Observatlon The Board belleves a regulation that
just refers to another regulation is unnecessary and should be deleted.]

the—renewaHeqe#ements—set—feﬁh—inWSG%—Z—l—S@—[Observatlon The Board

believes this is an administrative procedure that does not need to be addressed in the
regulations. As explained in the observation to subsection F of 18VAC5-21-80, the
proposed 18VAC5-22-170 prescribes requirements for information requested by the
Board.]

5—2—1—29—[Observat|on As explalned in the observatlon at the beglnnlng of th|s
section, once a license expires, the renewal fees are no longer relevant because the
license cannot be renewed.]

4:8—\#AG%-2—1—29—[Observat|on As explalned in the observatlon at the beginning of
this section, once a license expires, the renewal fees are no longer relevant because
the license cannot be renewed.]

5 vise the
. The

[Observatlon Th|s prowsmn IS now in the statutes in subd|V|S|on E 3 (for persons) and
F 3 (for firms) of § 54.1-4413.2.]
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s A ficate. [Observation:
The Board belleves these reqwrements are no Ionger appllcable or necessary because of thre
statutes added in 2007:

a. Section 54.1-4413.2, which prescribes requirements for renewal and reinstatement of
Virginia licenses held by persons and firms:

1. Subsection A provides the holder of a Virginia license with a 12-month privilege.

2. Subsection B provides the holder of a Virginia license an additional 12-month period
after the expiration of the license to renew the license. Under subdivision B 2, during
the additional 12-month period, the person or firm is considered to hold a Virginia
license.

3. Under subsection C, if the license is not renewed by the end of the additional 12-
month period, it shall be considered to have expired and the person shall be
considered to no longer hold a Virginia license.

4. Under subsection D, a person whose Virginia license expired may obtain a Virginia
license under subsection C of § 54.1-4409.2 if he holds the license of another state.

5. If subsection D does not apply, the only other alternative is reinstatement under
subsection E for a person or subsection F for a firm.

b. Section 54.1-4414 prescribes acts that are prohibited for persons or firms who do hold a
Virginia license.

c. Subsection C of 8§ 54.1-4413.4 enables the Board to impose penalties on persons or firms
who perform the acts prohibited by § 54.1-4414.]
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name. [Observation: This requirement is in subsection B of the proposed 18VAC5-22-
170, which is entitled “Communication between the Board and licensees” states:

Each holder of a Virginia license shall notify the Board in writing within 30 calendar
days of any change in the holder’s name or in the postal and electronic addresses
where the person or firm may be reached.]

by the
he

proposed 18VAC5-22-170, which states:

Each person or firm shall respond within 30 calendar days to any request for
information by the Board under this subsection.]

Part N\
Standards-of Conduet

[Observation: Prior to the 2007 revisions, the statutes referred to standards of conduct and
practice but did not define them. Instead, they were defined in the five sections presented as
Parts IV, V, and VI of the current regulations. Much of the requirements in those sections are
out-of-date. For example, Part V of the current regulations generally only requires coreplianc
with accounting and auditing guidance provided by authoritative sources through 2000.

Section 54.1-4413.3 was added to the statutes as part of the 2007 revisions to require
compliance with standards of conduct and practice that are tied to guidance provided by
nationally-recognized standard-setting bodies that is regularly updated. That way the standards
of conduct and practice remain evergreen and will not require updating. Section 54.1-4413.3
states:

Persons using the CPA title in Virginia and firms providing attest services or lebiopi
services to persons or entities located in Virginia shall conform to the following starafards
conduct and practice.

1. Exercise sensitive professional and moral judgment in all activities.

2. Act in a way that serves the public interest, honors the public trust, and demonstrates
commitment to professionalism.

3. Perform all professional responsibilities with the highest sense of integritgtamai
objectivity and freedom from conflicts of interest in discharging professional
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responsibilities, and avoid knowingly misrepresenting facts or inappropriately
subordinating judgment to others.

4. Follow the Code of Professional Conduct, and the related interpretive guidance, issued
by the American Institute of Certified Public Accountants, or any successor standard-
setting authorities.

5. Follow the technical standards, and the related interpretive guidance, issued by
committees and boards of the American Institute of Certified Public Accountangsdhat
designated by the Council of the American Institute of Certified Public Accountants to
promulgate technical standards, or that are issued by any successor standard-setting
authorities.

6. Follow the standards, and the related interpretive guidance, as applicable under the
circumstances, , issued by the Comptroller General of the United States, the Federal
Accounting Standards Advisory Board, the Financial Accounting Standards Board, the
Governmental Accounting Standards Board, the Public Company Accounting Oversight
Board, the U. S. Securities and Exchange Commission, comparable international
standard-setting authorities, or any successor standard-setting authorities.

7. Do not engage in any activity that is false, misleading, or deceptive.

The Board believes 8 54.1-4413.3 stands on its own and that Parts IV, V, and VI of the current
regulations should be deleted.]

aH—aeHwﬂes—[Observatlon ThIS IS requwed by subd|V|S|on 1 of § 54 1 4413.3.
Repeating the requirement in the regulations is unnecessary. In addition, the Board
believes interpretive guidance in the regulations is unnecessary.]

publﬁms%and—de#mns#ates—eem%nen%—p#e#es&ena[@bservatlon ThIS is
required by subdivision 2 of § 54.1-4413.3. Repeating the requirement in the regulations

is unnecessary. In addition, the Board believes interpretive guidance in the regulations
IS unnecessary.]

subdivision 3 of § 54.1-4413. Repeating the requirement in the regulatlons IS
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unnecessary. In addition, the Board believes interpretive guidance in the regulations is
unnecessary.]

eemﬂea%e—heldeps—”[Observatlon Independence requirements are prescnbed by the
Code of Professional Conduct, and the related interpretive guidance, issued by the
American Institute of Certified Public Accountants. Compliance with those requaieeme

is therefore required by subdivision 4 of § 54.1-4413.3. Repeating the requirement in the
regulations is unnecessary. In addition, the Board believes interpretive guidance in the
regulations is unnecessary.]

[Observatlon ProfeSS|onal competence reqwrements are prescrlbed by the Code of
Professional Conduct, and the related interpretive guidance, issued by the American
Institute of Certified Public Accountants. Compliance with those requirements is
required by subdivision 4 of § 54.1-4413.3. Professional competence requirements are
also prescribed in the Statements on Quality Control Standards issued by the Auditing
Standards Board of the American Institute of Certified Public Accountants. Compliance
with those Statements is required by subdivision 5 of § 54.1-4413.3. Repeating the
requirements in the regulations is unnecessary. In addition, the Board believes
interpretive guidance in the regulations is unnecessary.]

ef—p%e#essien&l—senﬁee{ﬁbservatlon Due professmnal care requwements are
prescribed by the Code of Professional Conduct, and the related interpretive guidance,
issued by the American Institute of Certified Public Accountants. Compliancéesth t
requirements is required by subdivision 4 of § 54.1-4413.3. Due professional care
requirements are also prescribed for specific services by technical standards, and the
related interpretive guidance, issued by committees and boards of the Americatelnstit
of Certified Public Accountants that are designated by the Council of the American
Institute of Certified Public Accountants to promulgate technical standards. Compliance
with those requirements is required by subdivision 5 of § 54.1-4413.3. Repeating the
requirements in the regulations is unnecessary. In addition, the Board believes
interpretive guidance in the regulations is unnecessary.]

pe#epmanee—ef—ppe#essrenal—senﬁee@bservatlon Plannlng and superV|S|on

requirements are prescribed by the Code of Professional Conduct, and the related
interpretive guidance, issued by the American Institute of Certified Public Aacwsint
Compliance with those requirements is required by subdivision 4 of § 54.1-4413.3.
Planning and supervision requirements are also prescribed for specific services by
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technical standards, and the related interpretive guidance, issued by committees and
boards of the American Institute of Certified Public Accountants that are designated by
the Council of the American Institute of Certified Public Accountants to promulgate
technical standards. Compliance with those requirements is required by subdivision 5 of
8 54.1-4413.3. Repeating the requirements in the regulations is unnecessary. In addition,
the Board believes interpretive guidance in the regulations is unnecessary.]

sewiees—pe#epmed[Observatlon Suff|C|ent relevant data requwements are prescribed
by the Code of Professional Conduct, and the related interpretive guidance, issued by the
American Institute of Certified Public Accountants. Compliance with those requiseme

is required by subdivision 4 of § 54.1-4413.3. Sufficient relevant data requirements are
also prescribed for specific services by technical standards, and the relatedetiterpr
guidance, issued by committees and boards of the American Institute of Certified Public
Accountants that are designated by the Council of the American Institute of Certified
Public Accountants to promulgate technical standards. Compliance with those
requirements is required by subdivision 5 of § 54.1-4413.3. Repeating the requirements
in the regulations is unnecessary. In addition, the Board believes interpretive guidance in
the regulations is unnecessary.]

pmwded—m—the—sta%emems—epdat@bservatlon Subd|V|S|on 6 of § 54 1 4413.3

prescribes the authoritative sources of generally accepted accounting principles.
Requirements for accounting principles under other comprehensive bases of accounting
are prescribed by sources in subdivision 5 of § 54.1-4413.3. Subdivision 5 of § 54.1-
4413.3 also prescribes the authoritative sources of guidance on reporting on
presentations of financial information. Repeating the requirements in the regulations is
unnecessary. In addition, the Board believes interpretive guidance in the regulations is
unnecessary.]

54



Supplement to the Form TH-04—A Detailed Analysis of the Changes to the Regulations the
Virginia Board of Accountancy is Proposing Through the Fast Track Regulatory Pocess

or-disclose

any regulant's confidential client mformation that comes to their ater{®bservation:
Confidential client information requirements are prescribed by the Code of Profaksi
Conduct, and the related interpretive guidance, issued by the American Institute of
Certified Public Accountants. Compliance with those requirements is thereforeegequi
by subdivision 4 of § 54.1-4413.3. Repeating the requirements in the regulations is
unnecessary. In addition, the Board believes interpretive guidance in the regulations is
unnecessary.]

contingentfeeforany-clien{Observation: Contingent fee requirements are prescribed

by the Code of Professional Conduct, and the related interpretive guidance, issued by the
American Institute of Certified Public Accountants. Compliance with those requiseme

is therefore required by subdivision 4 of § 54.1-4413.3. Repeating the requirement in the
regulations is unnecessary. In addition, the Board believes interpretive guidance in the
regulations is unnecessary.]

L—Commissons-andreferral-feedObservation: Commissions and referral fees
requirements are prescribed by the Code of Professional Conduct, and the related
interpretive guidance, issued by the American Institute of Certified Public Aacwsint
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Compliance with those requirements is therefore required by subdivision 4 of § 54.1-
4413.3. Repeating the requirements in the regulations is unnecessary. In addition, the
Board believes interpretive guidance in the regulations is unnecessary.]

hsted—w%%é%enm—eedeeﬂ%and%hﬁ—ehaptﬁbbservatlon Subsectlon

B of § 54.1-4413.4 prescribes the acts for which the Board can take action against
licensees. In addition, acts discreditable requirements are prescribed by the Code of
Professional Conduct, and the related interpretive guidance, issued by the American
Institute of Certified Public Accountants. Compliance with those requirements is
therefore required by subdivision 4 of § 54.1-4413.3. Repeating the requirements in the
regulations is unnecessary. In addition, the Board believes interpretive guidance in the
regulations is unnecessary.]

tents by

deeepﬂ%—epby—eeeﬁe@n—e%#eaelm—ephamsang—eentmbservatlon Advertlsmg

and other forms of solicitation requirements are prescribed by the Code of Professional
Conduct, and the related interpretive guidance, issued by the American Institute of
Certified Public Accountants. Compliance with those requirements is thereforeedequi
by subdivision 4 of § 54.1-4413.3. Repeating the requirements in the regulations is
unnecessary. In addition, the Board believes interpretive guidance in the regulations is
unnecessary.]
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—F6 d-hame- s hat-netpractieewiem ats
falsemisleading-or-deceptivfObservation: Subdivision D 7 of § 54.1-4412.1 requires
that the name of a firm shall not be false, misleading, or deceptive. Also, subdivision 7 of

§ 54.1-4413.3 has a general requirement not to “engage in any activity that is false,

misleading, or deceptive.” Repeating these requirements in the regulations is

unnecessary. In addition, the Board believes interpretive guidance in the regulations is
unnecessary.]

aldaala 33_-'3-_-n- me A
1

tards of ey icato hold

[See the observation at the beginning of Part IV.]

57



Supplement to the Form TH-04—A Detailed Analysis of the Changes to the Regulations the
Virginia Board of Accountancy is Proposing Through the Fast Track Regulatory Pocess

equired to

[Observation: As a result of the 2007 revisions, the statutes now prescribe, in § 54.1-4413.3,
standards of conduct and practice. The standards prescribed by the statutes stand on their own.
For example, the requirement of subdivision 6 of § 54.1-4413.3 to follow the guidance of the
widely-recognized standards setters eliminates the need for much of the guidancsdatitins

of the present regulations, such as those for standards prescribed by the Financial Accounting
Standards Board, and keeps the requirements evergreen, unlike the present regulations that date
them. This guidance is therefore no longer needed in the regulations.

The dating approach used in 18VAC5-21-130 means that the regulations do not require
compliance with authoritative guidance provided subsequently. Requirements to comply with
standards must be written so that they remain evergreen. For example, subdivision 1 of
18VAC5-21-130 requires compliance with Statements of Financial Accounting Standards issued
by the Financial Accounting Standards Board, which is typically referred to using the acronym
FASB, through June 1, 2000. However, since that time, the FASB has provided significant
guidance on a variety of important issues, such as measuring the impairment of assets;
consolidating financial results of entities, such as the unprofitable entities that werelledint

by Enron but were not consolidated into its financial statements; accounting for business
combinations; and fair value measurements.

The dating in subdivision 1 also means that compliance with a new source of authoritative
guidance by the FASB—FASB Staff Positions—is not required because the first FASB Staff
Position was issued in 2003. Another important consequence of the dating in subdivision 1 is
that, effective September 15, 2009, the FASB superseded all the authoritative accounting
pronouncements and replaced the guidance in them with the Accounting Standards Codification.
Revisions to the Codification will be through Accounting Standards Updates. Therefore, there
are no longer any Statements of Financial Accounting Standards, and no Statements of Financial
Accounting Standards will be issued in the future.

Subdivision 1 is also incomplete because it does not mention some key sources of authoritative
guidance, such as consensus positions of the FASB Emerging Issues Task Force, Statements of
Position of the American Institute of Certified Public Accountants, and Audit and Accounting
Guides of the American Institute of Certified Public Accountants. Subdivision 1 also does not
recognize international accounting standards.

There are similar deficiencies throughout 18VAC5-21-130. For example, there is no mention of
the risk assessment standards issued in March 2006 by the Auditing Standards Board of the
American Institute of Certified Public Accountants or of the Public Company Accounting
Oversight Board, which was formed in response to widely publicized fraudulent financial
reporting, such as by Enron and WorldCom.
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There are also technical deficiencies in 18VAC5-21-130. For example, the refetenc

volumes are to compendiums that were published annually and sometimes semi-annually. They
were not authoritative. It would be difficult, if not impossible, to locate volumes of the June 2000
compendium of accounting principles. As another example of the technical deficiencies,
Statements on Standards for Attestation Engagements are generally issued by the Auditing
Standards Board of the American Institute of Certified Public Accountants, not by its Accounting
and Review Services Committee. Similarly, the Governmental Accounting Standards Board
issues Statements of the Governmental Accounting Standards Board rather than Statements of
Governmental Accounting and Financial Reporting Standards.]

Executive Committee of the American Institute of Certified Public Accouptiasisribes

authoritative requirements for providing tax services. The requirements argipessthrough
Statements on Standards for Tax Services and interpretive guidance. (Statements on
Responsibilities in Tax Practice are no longer issued.) Compliance with the requiseme
prescribed for tax services by the Tax Executive Committee of the Amestgutd of Certified

Public Accountants is required by subdivision 5 of § 54.1-4413.3. Repeating the requirements in
the regulations is unnecessary. In addition, the Board believes interpretive guidance in the
regulations is unnecessary.]

the-following-standards-ofpracticfObservation: The Management Consulting Services
Executive Committee of the American Institute of Certified Public Accouptiasisribes
authoritative requirements for providing consulting services. The requirementsesmaibed
through Statements on Standards for Consulting Seraiogsnterpretive guidance.

Compliance with the requirements prescribed for consulting services by the Manageme
Consulting Services Executive Committee of the American Institute dfeddpublic

Accountants is required by subdivision 5 of § 54.1-4413.3. Repeating the requirements in the
regulations is unnecessary. In addition, the Board believes interpretive guidance in the
regulations is unnecessary.]

Av-A A'-- HAA
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[Observatlon Subd|V|S|on D 1 of § 54.1- 4412 1 prescrlbes the portlon of a flrm S
ownership that must be held by licensees. Repeating the requirement in the regulations is
unnecessary. In addition, the Board believes additional interpretive guidance in the
regulations is unnecessary.]

pule4+c—aeeeumam—held+ng—a—val+d—GFlA—eemﬂeat@bservatlon Subsectlon B of 8 54.1-

4412.1 only requires a firm to be licensed if it provides attest services or compilation
services to persons or entities located in Virginia and the principal place of business in
which it provides those services is in Virginia. Subsection D of § 54.1-4412.1 prescribes
the ownership and supervision requirements for a firm that holds a Virginia license, and
subsection C of § 54.1-4412.1 prescribes the supervision requirements for a firm that
provides attest services or compilation services to persons or entities andes|moéd

to obtain a Virginia license. The Board believes those requirements are sufficient and
that an additional requirement about management of an office is unnecessary.]
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the-client's-aceountObservation: Requirements for client records are prescribed by
the Code of Professional Conduct, and the related interpretive guidance, issued by the
American Institute of Certified Public Accountants. Compliance with those reqaieme
is therefore required by subdivision 4 of § 54.1-4413.3. Repeating the requirements in
the regulations is unnecessary. In addition, the Board believes interpretive guidance in
the regulations is unnecessary.]

her than a

o-{i)

attention-[Observation: Requirements for ownership of working papers and records are
prescribed by the Code of Professional Conduct, and the related interpretive guidance,
issued by the American Institute of Certified Public Accountants. Compliance with thos
requirements is therefore required by subdivision 4 of § 54.1-4413.3. Requirements for
ownership of audit and attest engagement documentation are prescribed by the Auditing
Standards Board of the American Institute of Certified Public Accounts. Compliance
with those requirements is therefore required by subdivision 5 of § 54.1-4413.3.
Repeating the requirements in the regulations is unnecessary. In addition, the Board
believes additional interpretive guidance in the regulations is unnecessary.]

DA ‘,‘,‘, -=_-=_ irm-sha Ml wibpitnee Qaviaw raniii Of
18VAC5-21-70[Observation: This is addressed in the proposed 18VAC5-22-150,
which is entitled “Monitoring program and peer review” and states:

In order to comply with subdivision D 6 of § 54.1-4412.1 of the Code of Virginia, a

firm shall comply with all components of the monitoring program in which it is

enrolled, except that, depending on the facts and circumstances, the Board may waive
the requirement for a peer review or grant additional time for complying with the
requirement.]
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[Observation: This is addressed in subdivision A 3 of the proposed 18VAC5-22-170,
which is entitled “Communication between the Board and licensees” and says that when
requested by the Board persons or firms “shall provide the Board documents related to
the Board’s investigation of their possible violation of provisions of Chapter 44 (8 54.1-
4400 et seq.) of Title 54.1 of the Code of Virginia or Board regulations.” Subsection A of
the proposed 18VAC5-22-170 also says that each “person or firm shall respond within
30 calendar days to any request for information by the Board” under the subsection.]

Part M-
~ ontinuina_Professional Educati

[Observation: The Board has had three important objectives in reconsidering the statutes and
regulations— focusing on protecting the public, taking a principles-based approach, and making
the guidance as clear as possible. The Board believes strongly that clarity of requérement
increases the likelihood of compliance, which in turn enhances protection of the public. The
Board looked carefully at whether the continuing professional education requirements in
18VAC5-21-170 are clear and easy for CPAs and the public to follow. They are not.

18VAC5-21-170 is extremely difficult to understand, far more difficult than any of the other
sections of the current regulations. A significant cause of the lack of clarity is theigtenog
between subsections. This supplement to the Form TH-04 therefore takes a differenhapproac
analyzing the proposed changes to the continuing professional education regulations than it
takes in analyzing the other proposed changes to the current regulations. Rather than making
observations about each subsection of the regulations in 18VAC5-21-170, this supplement
provides a comprehensive, cohesive analysis of the proposed changes to the continuing
professional education requirements as a whole.]
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[The analysis of the proposed changes follows.

1. The proposed 18VAC5-22-90, which is entitled “Continuing professional education,” would
replace 18VAC5-21-170. In addition, the proposed 18VAC5-22-40, which is entitled
“Determining whether a person who holds a Virginia license is providing services to the public
using the CPA title or to an employer using the CPA title,” clarifies that the rement to

obtain continuing professional education depends on whether services are provided, not whether
the holder of the license tells the person or entity for whom he provides servicesishat he

CPA. A summary of the effect on the continuing professional education requirements of adding
the proposed 18VAC5-21-40 and replacing 18VAC5-21-170 with the proposed 18VAC5-22-90

follows.
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a. The clarity of the continuing professional education requirements will be improved
significantly. See the discussion in paragraph 2 of this analysis.

b. The terminology and definitions will conform with the terminology and definitions now
used in the statutes as a result of the 2007 revisions. See the discussion in paragraphs 3
and 4.

c. Effective dates and cites that are no longer relevant will be eliminated. See the
discussion in paragraph 5.

d. The transition period presently available for persons who provide services to an
employer using the CPA title will not be affected. See the discussion in paragraphs 6
through 10.

e. There will be no change in the amount of continuing professional education required.
See the discussion in paragraphs 11 through 13.

f. The requirement to obtain continuing professional education in ethics will focus on
professional ethics rather than the statutes and regulations and provide situations in
which an ethics course acceptable to the board of accountancy of another state in which
the person holds a license will satisfy the requirement. See the discussion in paragraphs
14 through 17.

g. It will be clear that the requirement to obtain continuing professional education cannot
be avoided by not saying that the person providing services is a CPA. See the discussion
in paragraphs 18 and 19.

h. The holder of a Virginia license will still be able to use the CPA title in Virginiaowt
obtaining continuing professional education as long as he does not provide services to
the public using the CPA title or to an employer using the CPA title. If he begins
providing those services, he will be subject to the continuing professional education
requirements prospectively and will also be subject to a catch-up requirement that must
be met before he begins providing services. See the discussion in paragraphs 20 through
25.

i. It will be clear how to apply the three-calendar-year requirements after a person who has
not previously been licensed first obtains a Virginia license. See the discussion in
paragraphs 26 and 27.

J. It will be clear when a person who has not previously been licensed must obtain

continuing professional education prior to applying for a Virginia license. See the
discussion in paragraphs 28 through 31.
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k. The Board will continue to have the ability to waive or defer the continuing professional
education requirements. See the discussion in paragraphs 32 and 33.

[. A holder of a Virginia license will still need to be able to document compliance with the
continuing professional education requirements. See the discussion in paragraph 34.

m. It will be clear that continuing professional education can be obtained through a variety
of forums. See the discussion in paragraphs 35 through 37.

n. There will be no change to the amount of continuing professional education obtained
through making presentations that can be considered in determining whether a person
has complied with the continuing professional education requirements. In addition, there
will continue to be no limit on the amount of continuing professional education obtained
through writing that can be considered. See the discussion in paragraphs 38 through 40.

Improving the clarity of the requirements

2. As discussed at the beginning of Part VII, the Board looked carefully at whether the
continuing professional education requirements in 18VAC5-21-170 are clear and easy for CPAs
and the public to follow. They are not. 18VAC5-21-170 is extremely difficult to understand.
The Board believes strongly that clarity of the requirements increases thieolddebf

compliance, which in turn enhances protection of the public. To accomplish this, it is necessary
to substantially revise the way the continuing professional education requirements ardgutese

Conforming terminology and definitions with the statutes

3. A number of changes are needed just to conform with terminology and definitions now used
in the statutes as a result of the 2007 revisions. A summary of the changes needed follows.

a. The term “use of CPA designation and performing services for the public” should be
replaced with the term “providing services to the public using the CPA title” thated
and defined in the revised statutes.

b. The term “use of CPA designation and performing services other than for the public”
should be replaced with the term “providing services to an employer using the CPA title”
that is used and defined in the revised statutes.

c. The term “CPA certificate” is no longer appropriate. Under the revised statute® ther
no distinction between the terminology used to describe a license for a person and the
license for a firm, and there are no longer CPA certificates.

d. The term “CPA exam” in the current regulations should be replaced with the term “CPA
examination” that is used and defined in the revised statutes.
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e. The term “CPE” should be replaced with the term “continuing professional education”
that is used and defined in the revised statutes.

4. Where appropriate, the remaining discussion of 18VAC5-21-170 in this supplement uses
terminology and definitions that conform with the terminology and definitions in the revised
statutes. For example, the discussion of the categories for which 18VAC5-21-17®psescri
continuing professional education requirements uses the term “providing services to tlee publi
using the CPA title” that is used in the revised statutes rather than the term “ugtdof C
designation and performing services for the public” that is used in 18VAC5-21-170.

Eliminating effective dates and cites that are no longer relevant

5. A summary of the effective dates and cites in 18VAC5-21-170 that are no longer relevant
follows.

a. Subdivisions A 1 and B 1 refer to Code sections that have been repealed.

b. Subdivision A 2 prescribes requirements for the three-calendar-year periods beginning
after 1999.

c. Subdivision A 4 prescribes requirements for a person providing services after December
31, 2000.

d. The requirements in subsection D are described as effective “beginning with the CPE
reporting year ending immediately subsequent to the year in which these regulations
become effective.” Those requirements are already effective.

Retaining the transition period presently available for persons who provideises to an
employer using the CPA title

6. Subsection B of 18VAC5-21-170 provides a transition period for persons who provide
services to an employer using the CPA title but do not provide services to the pullitheas

CPA title. Prior to July 1, 2002, those persons were not required to obtain continuing
professional education. Under subsection B of 18VAC5-21-170, effective with the three-
calendar-year period beginning January 1, 2009, the same continuing professional education
requirements apply to persons who provide services to the public using the CPA title and
persons who provide services to an employer using the CPA title. The transition period is
broken into three segments:

a. for each of the three-calendar-year periods beginning January 1, 2003, 2004, and 2005,
a minimum of 45 hours is required;

b. for each of the three-calendar-year periods beginning January 1, 2006, 2007, and 2008,
a minimum of 90 hours is required; and
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c. for each of the three-calendar-year periods beginning on or after January 1, 2009, a
minimum of 120 hours is required.

(These descriptions conform with the way the transition provision is intended to be applied, but
they differ from the language in subsection B of 18VAC5-21-170. For example, subsection B of
18VAC5-21-170 describes the first segment as “the three-year reporting period beginning
January 1, 2003.” However, the segment applies to three three-calendar-year periods—the ones
beginning January 1, 2003, January 1, 2004, and January 1, 2005.)

7. The first segment ended with the three-calendar-year period beginning January 1, 2005, and
ending December 31, 2007, but the second segment will not end until the three-calendar-year
period ending December 31, 2010. Subsection B of the proposed 18VAC5-22-90 makes it clear
that the proposed 18VAC5-22-90 carries forward the remaining transition period, saying—

If during the current calendar year a person who holds a Virginia license provided services
to an employer using the CPA title and did not provide services to the public using the CPA
title, he shall have obtained a minimum number of hours of continuing professional
education determined as follows:

1. If the current calendar year is 2009 or 2010, the person shall have obtained at least 90
hours of continuing professional education during the three-calendar-year period ending
with the current calendar year. For each of the calendar years in that period, he shall
have obtained at least 15 hours of continuing professional education, including an ethics
course of at least two hours.

2. If the current calendar year is 2011 or later, the person shall have obtained at least 120
hours of continuing professional education during the three-calendar-year period ending
with the current calendar year. For each of the calendar years in that period, he shall
have obtained at least 20 hours of continuing professional education, including an ethics
course of at least two hours.

8. As an observation, 18VAC5-21-170 refers to three-calendar-year periods according to when
they begin. However, a person’s status may change during a three-calendar-year period. To
illustrate, assume that—

a. during 2007 a person who holds a Virginia license provides services to the public using
the CPA title,

b. in 2008 he does not provide services to the public using the CPA title or to an employer
using the CPA title, and

c. in 2009 he provides services to an employer using the CPA but not to the public using
the CPA title.

69



Supplement to the Form TH-04—A Detailed Analysis of the Changes to the Regulations the
Virginia Board of Accountancy is Proposing Through the Fast Track Regulatory Pocess

9. During that three-calendar-year period, the person has touched on three sections of
18VAC5-21-170:

a. subsection A, which addresses the requirement for a person who provides services to the
public using the CPA title;

b. subsection C, which exempts a person from the requirement to obtain continuing
professional education as long as he does not provide services to the public using the
CPA title or to an employer using the CPA title; and

c. subsection B, which addresses the requirement for a person who provides services to an
employer using the CPA title but does not provide services to the public using the CPA
title.

10. Under the current regulations, in 18VAC5-21-170, for the three-calendar-year period
beginning January 1, 2007, and ending December 31, 2009, the person would be subject to the
requirements of subsection B, even though during the first calendar year in the period—2007—
he was providing services to the public, which is discussed in subsection A. It is thefdtatus
person in the third, or current, calendar year in a three-calendar-year period that detetimenes
applicability of the continuing professional education requirements for a three-calendar-year
period. The proposed 18VAC5-22-90 therefore refers to three-calendar-year periods according
to the current, or last, calendar year in the period. However, that clarifies, rather than changes,
the requirements of the current regulations.

Not changing the amount of continuing professional education required

11. The categories and the related requirements are the sabh®/AC5-21-170 generally
addresses the need for three categories of holders of a Virginia license to obtain continuing
professional education:

a. Persons who provide services to the public using the CPA title. Those persons are
required to obtain a minimum of 120 hours of continuing professional education during
each three-calendar-year period. For each of the calendar years in that period, the
person is required to have obtained a minimum of 20 hours of continuing professional
education, including an ethics course of at least two hours.

b. Persons who provide services to an employer using the CPA title but do not provide
services to the public using the CPA title. Those persons are subject to a transition
period. At the end of the transition period, they will be subject to the same requirements
as holders of a Virginia license who provide services to the public using the CPA title.
During the transition period, they are subject to requirements that gradually increase.
However, during the transition period, they are required to take an ethics course of at
least two hours during each calendar year.
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c. Persons who do not provide services to the public using the CPA title or to an employer
using the CPA title. Those persons are not required to obtain continuing professional
education.

The proposed 18VAC5-22-90 prescribes the same requirements for the same three sategorie
subsections A, B, and D.

12. The applicability of the categories in determining the requirements fohieé-calendar-

year period is the sameAs discussed in paragraphs 8 through 10, although 18VAC5-21-170
generally talks in terms of three-calendar-year periods according to when they begin, which of
the three categories applies is determined based on the third, or current, calendar year. The
proposed 18VAC5-22-90 makes that clear. For example, the first sentence of subsectson A say

If during the current calendar year a person who holds a Virginia license provided services
to the public using the CPA title, he shall have obtained at least 120 hours of continuing
professional education during the three-calendar-year period ending with the current
calendar year.

13. Consistent terminology is used to describe reporting perio8isbsection A of 18VAC5-21-

170 uses the terms “CPE reporting cycle” and “CPE reporting year.” Subsection B of 18VAC5-
21-170 does not use either of those terms but instead uses the terms “three-year reporting
period” and “year.” The Board believes the use of different terms was unintentional and that

the terms “CPE reporting cycle” and “three-year reporting period” have the same mgamd

the terms “CPE reporting year” and “year” have the same meaning. Therefore, for example,

for both categories the 120-hour requirement applies to every three-calendar-yest. peri

Although 18VAC5-21-170 does not define when a reporting period ends, the Board has taken the
position that a reporting year is a calendar year. The proposed 18VAC5-22-90 therefore uses
the terms “calendar year” and “three-calendar-year period” when discussing reporting periods

Focusing the requirement to obtain continuing professional education ihies on
professional ethics and providing situations in which another state’s@gitourse will satisfy
the requirement

14. Prior to the 2007 revisions, the statutes said, in subsection D of § 54.1-4410, “The Board
shall establish by regulation a requirement for continuing professional education in ethics for
CPAs” That requirement was added to the statutes in response to the highly publicized
fraudulent financial reporting by Enron and WorldCom and was intended to ensure that persons
who hold a Virginia license receive continuing professional education in professional ethics.

15. However, the description of the content of the required continuing professional education

added to the regulations in the definition of “ethics CPE” in 18VAC5-21-10 and in subsection D
of 18VAC5-21-170 has three parts—standards of conduct, the statutes, and the regulations.
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a. These three parts read as if standards of conduct are separate from the regulations.
However, the standards of conduct are defined in the current regulations. 18VAC5-21-
10 defines “standards of conduct” as “the standards set forth in 18VAC5-21-120.”
Those standards are generally broad and only address some aspects of professional
ethics. (As an observation, 8 54.1-4413.3 overrides 18VAC5-21-120.)

b. Including the remaining regulations and all the statutes in the required subject matter
broadens the course content to include compliance with all Virginia licensing
requirements.

16. To emphasize that the objective is to require annual continuing professional education in
professional ethics, the proposed 18VAC5-22-90 refers to the continuing professional education
as an “ethics course.” The proposed 18VAC5-22-90 requires that the course be “at least two
hours.” Subsection D of 18VAC5-21-170 requires that the education be obtained through a
course that is no longer than two hours. The Board believes there is no need to limit the length.

17. The proposed 18VAC5-22-90 also addresses a practice issue with the ethics course that is
not addressed in 18VAC5-21-170. Most states now require that holders of a license of their state
attend an ethics course at prescribed intervals, but the requirements for such a course ofte

vary. As a result, a person who holds the license of two or more states may be faced with
meeting differing requirements for an ethics course. Accordingly, subsections A and B of the
proposed 18VAC5-22-90 prescribe situations in which the requirements for an ethics course can
be met by attending an ethics course “acceptable to the board of accountancy of another state in
which the person holds a license.”

Clarifying that the continuing professional education requirement casirbe avoided by not
saying that the person providing services is a CPA

18. Introducing each of the two categories in subsections A and B of 18VAC5-21-170 with the
phrase “use of the CPA designation and” has caused confusion as to whether the holder of a
Virginia license could provide services but be exempt from the requirement to obtamiognt
professional education as long as he does not tell the person or entity for whom he provides the
services that he is a CPA. That is not the Board'’s intention.

a. Subsections B and C of § 54.1-4410 of the statutes in effect prior to the 2007 revisions
and subdivisions A 1 and B 1 of 18VAC5-21-170 introduce the requirement to obtain
continuing professional education in order to provide services to the public or to an
employer with the phrase—

any person referring to himself as a Certified Public Accountant or “CPA,” including
the use of the “CPA” title on individual business cards, letterheadadinather
documents and devicgmmphasis added] except the CPA wall certificate.”

b. Section 54.1-4400, before the 2007 revisions, defined “CPA title” as—
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"CPA title" means using "CPA," "Certified Public Accountant,” "public accountant,”
or "CPA firm" in any form or manner that communicates (including but not limited to
any title, phrase, acronym, abbreviation, business cards, CPA wall certificate,
letterhead, reports, tax returns, sign, card, or any other document or device
[emphasis added]) that the individual or firm holds a currently valid CPA certificate
or permit.

c. The Board viewed the phrase “any other document or device” as conveying a broad
application and to clarify its broad application, among other things, added “Internet
postings” to the definition that is now in § 54.1-4400:

“Using the CPA title in Virginia” means using “CPA,” “Certified Public

Accountant,” or “public accountant” (i) in any form or manner of verbal
communication to persons or entities located in Virginia or (ii) in any form or
manner of written communication to persons or entities located in Virginia, including
but not limited to the use in any abbreviation, acronym, phrase, or title that appears
in business cards, the CPA wall certificate, Internet postieggphasis added],
letterhead, reports, signs, tax returns,_or any other document or dewg#hasis

added].

d. The Board has for some time maintained a section of its website listing holders of a
Virginia license. The section is intended to enable the public to readily determine
whether someone holds a Virginia license, and it is accessed frequently by members of
the public. The Board therefore considers holders of a Virginia license to be using the
CPA title in Virginia.

e. This view protects the public. Based on the Board’s experience, it is not reasonable to
conclude that the holder of a Virginia license provides services to the public or an
employer without the person or entity for whom the services are provided knowing
through verbal or written communication that the person is a CPA. It is therefore
reasonable to require that the holder of a Virginia license be subject to continuing
professional education requirements prior to providing those services.

19. This position has broader application than just continuing professional education.
Accordingly, it is addressed in a separate proposed regulation, 18VAC5-22-40, which is entitled
“Determining whether a person who holds a Virginia license is providing services to the public
using the CPA title or to an employer using the CPA title” and says:

For the purpose of determining whether a person who holds a Virginia license is providing
services to the public using the CPA title or to an employer using the CPA tithesas t

terms are defined in § 54.1-4400 of the Code of Virginia, because of the written information
readily available to the public through the Board'’s Internet postings, holding a Virginia
license constitutes using the CPA title. Accordingly, a person who holds a Virginiatieense
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1. is providing services to the public using the CPA title if he provides services ¢hat ar
subject to the guidance of the standard-setting authorities listed in the standards of
conduct and practice in subdivisions 5 and 6 of § 54.1-4413.3. [This is the definition
in 8 54.1-4400 of “providing services to the public using the CPA title.”]

2. is providing services to an employer using the CPA title if he provides to an entity
services that require the substantial use of accounting, financial, tax, or other skills
that are relevant, as determined by the Board. [This is the definition in § 54.1-4400
of “providing services to an employer using the CPA title.”]

Therefore, the proposed 18VAC5-22-40 will clarify that whether a person who holds a Virginia
license is required to obtain continuing professional education depends on whether he provides
services, rather than whether he tells the person or entity for whom he provides/ibessiat

he is a CPA.

Retaining the exemption from the requirement to obtain continuing praiesal education
that is presently available for a holder of a Virginia license who does not providécas to
the public or to an employer

20. Under subsection C of 18VAC5-21-170, the holder of a Virginia license does not need to
obtain continuing professional education as long as he does not provide services to the public
using the CPA title or to an employer using the CPA title. The proposed 18VAC5-22-90 will
continue to exempt those persons from the requirement to obtain continuing professional
education. The first sentence of subsection D says:

If during the current calendar year a person who holds a Virginia license did not provide
services to the public using the CPA title or to an employer using the CPA titleydte is
required to have obtained continuing professional education during the three-calendar-year
period ending with the current calendar year.

21. While subsection C of 18VAC5-21-170 addresses the applicability of the continuing
professional education requirements to reporting periods in which the person previously
provided services to the public, it does not address whether the continuing professional
education requirements apply retrospectively if he subsequently decides to gevides to

the public using the CPA title or to an employer using the CPA title. The Board believaskthe |
of a catch-up requirement in 18VAC5-21-170 is an oversight. For example, it is not reasonable
to conclude that it was ever intended that the holder of a Virginia license could not obtain
continuing professional education for ten years and then begin providing services to the public
using the CPA title.

22. The Board believes that the public is best served if a person has sufficient continuing

professional education at the time he provides services to the public using the CPAditi or
employer using the CPA title. A holder of a Virginia license should only be permitted to be
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exempt from the requirement to obtain continuing professional education if he does not provide
services to the public using the CPA title or to an employer using the CPA title. If he
subsequently decides to begin providing those services, the public is best serveceijiiecd

to obtain continuing professional education, including the most recent ethics course available,
prior to providing the services.

23. Subsection D of the proposed 18VAC5-22-90 recognizes that the amount of continuing
professional education increases with the length of the period during which the person was
exempt from the requirement to obtain continuing professional education. However, it also
recognizes that because of rapid changes in the knowledge needed, there is a limit to the amount
of continuing professional education needed for the period. Accordingly, subsection D of the
proposed 18VAC5-22-90—

a. requires that the person have at least 120 hours of continuing professional education
prior to providing the services and

b. states that continuing professional education obtained during the three calendar years
prior to the current calendar year and from the start of the current calendar year to when
he begins providing the services shall be considered in determining whether the person
has complied with the requirement.

24. lllustrations of the effect of complying with this requirement follow.

a. For the past ten years, a person who holds a Virginia license has worked for a not-for-
profit organization as development director and has not provided services to the public
using the CPA title or to an employer using the CPA title. However, this year he wants to
form a firm to provide tax planning and consulting services. Under subsection D of the
proposed 18VAC5-22-90, he would need to obtain at least 120 hours of continuing
professional education prior to providing those services. He could obtain all those hours
in the current year prior to providing those services. However, any continuing
professional education he obtained in the three preceding calendar years would also
count toward the requirement.

b. A person who holds a Virginia license was the sole member of a limited liability company
that provided income tax services and compilation services through 2008 and was
therefore required to obtain continuing professional education. At the end of 2008, he
sold his equity interest in the entity. He traveled extensively in 2009 and did not work or
obtain continuing professional education. At the beginning of 2010, he was offered the
opportunity to serve as the chief financial officer of an entity. Under subsection D of the
proposed 18VAC5-22-90, he would be required to obtain at least 120 hours of continuing
professional education prior to starting that position. However, the continuing
professional education he obtained during 2007 and 2008 would count toward that
requirement. For example, if he obtained 40 hours during each of those years, he would
only need to obtain an additional 40 hours during 2010 prior to starting his new position.
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25. Retrospective application of the requirement to take the ethics course annually is

practical since ethics courses are updated annually and are not available after the year in which
they are introduced. Accordingly, subsection D of the proposed 18VAC5-22-90 requires that the
person obtain continuing professional education from an ethics course of at least two hours that
conforms with the “requirements prescribed by the Board for the calendar year in \which t

person begins providing the services.”

Clarifying how to apply the three-calendar-year requirements when a jonesly unlicensed
person obtains a Virginia license

26. Section 54.1-4400 defines “continuing professional education” as “the education that a
person obtains after passing the CPA examindigomphasis added] and that relates to services
provided to an employer in academia, government, or industry using the CPA title or tosservice
provided to the public using the CPA title.” 18VAC5-21-170 does not address how to apply the
three-calendar-year requirements to a person who did not hold a Virginia license or the license
of another state during one or both of the two preceding calendar years. However, subsection C
of the proposed 18VAC5-22-90 provides guidance.

a. Under subdivision C 1 of the proposed 18VAC5-22-90, if the person became licensed
during the current calendar year, he shall be considered to have met the requirements for
the three-calendar-year period ending with the current calendar year.

b. Under subdivision C 2, if the person became licensed during the preceding calendar
year, he shall be considered to have met the requirements for the three-calendar-year
period ending with the current calendar year if during the current calendar year he
obtained at least the minimum number of hours of continuing professional education
required by the subsection for the current calendar year, including an ethics course of at
least two hours.

c. Under subdivision C 3, if the person became licensed during the calendar year prior to
the preceding calendar year, he shall be considered to have met the requirements for the
three-calendar-year period ending with the current calendar year if during the current
calendar year and the preceding calendar year he obtained at least the minimum number
of hours of continuing professional education required by the subsection for each of the
years, including for each year an ethics course of at least two hours.

27. To illustrate application of the proposed guidance, assume that the person obtained his
Virginia license in 2010.

a. For the three-calendar-year period 2008, 2009, and 2010 the person would not be
required to obtain continuing professional education.
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b. For the three-calendar-year period 2009, 2010, and 2011, the person would be required
to have obtained at least 20 hours, including an ethics course of at least two hours, for
2011.

c. For the three-calendar-year period 2010, 2011, and 2012, the person would be required
to have obtained at least 20 hours in 2011 and in 2012, including an ethics course of at
least two hours in 2011 and in 2012.

d. For the three-calendar-year period, 2011, 2012, and 2013, the person would be required
to have obtained at least 120 hours and for each calendar year in the period to have
obtained at least 20 hours, including an ethics course of at least two hours.

Clarifying when a person needs to obtain continuing professional education dfeepasses
the CPA examination but before he applies for a Virginia license

28. 18VAC5-21-170 prescribes requirements to obtain continuing professional education
between passing the CPA examination and applying for a Virginia license in some situations.

a. Subdivision A 3 has a requirement for a person who has not held a license, applies for a
Virginia license at least three years after passing the CPA examination, and intends to
provide services to the public using the CPA title. In that situation, the person is
required to obtain 120 hours of continuing professional education prior to applying for a
Virginia license. 18VAC5-21-170 does not address whether that person would also need
to take an ethics course prior to applying for a Virginia license.

b. Subdivision A 4 has a requirement for a person who has not held a license, applies for a
Virginia license fewer than three years after passing the CPA examination, and begins
providing services to the public using the CPA title. In that situation, the person is
required to have obtained 40 hours of continuing professional education within the 12
months prior to when those services are first offered and to obtain an additional 80 hours
of continuing professional education by the end of the second reporting year following
when those services are provided. In addition, subdivision A 4 says “such CPE shall
include the most recent ethics CPE course” but does not address whether the course
should be taken prior to offering to provide services to the public, prior to providing
services to the public, or by the end of the first reporting year after the services ar
provided.

c. Subdivision B 3 has two retrospective requirements for a person who has not held a
license and applies for a Virginia license at least three years after passing the CPA
examination.

1. If the person has not held a license, applies for a Virginia license at least three years

after passing the CPA examination, and intends to provide services to an employer
using the CPA title (but not to the public using the CPA title), he is retrospectively
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subject to the continuing professional education requirement that would have applied
during “the three years prior to the date of his application.”

2. If the person did not intend to provide services to the public using the CPA title at the
time he obtained a Virginia license but subsequently decides to provide those
services, he must obtain 120 hours of continuing professional education prior to
performing such services. The Board believes it is not clear how to apply this
provision but interprets this retrospective application as relating only to periods
when persons who provided services to an employer using the CPA but not to the
public using the CPA title were not required to obtain continuing professional
education.

29. Subsection E of the proposed 18VAC5-22-90 addresses when a person needs to obtain
continuing professional education after he passes the CPA examination but before he applies for
a Virginia license. Subsection E is consistent with how the Board interprets the respuserh

the current regulations discussed in paragraph 28.

30. The Board believes a person who has not held a license and applies for a Virginia license
does not need to obtain continuing professional education prior to applying for the license if the
period between passing the CPA examination and applying for a Virginia license is short.
Accordingly, subsection E of the proposed 18VAC5-22-90 only requires continuing professional
education if a person applies for a Virginia license after the end of the calendar year in which he
passes the CPA examination. Therefore, if he applies for a license by the end of the calendar
year in which he passes the CPA examination, he is not required to have obtained continuing
professional education prior to applying for the license.

31. The Board believes the amount of continuing professional education needed increases with
the length of the period between passing the CPA examination and applying for a license.
However, the Board also believes that because of rapid changes in the knowledge needed, there
is a limit to the amount of continuing professional education needed for the period. Subsection E
of the proposed 18VAC5-22-90 therefore requires 40 hours for each calendar year within the
period, with a maximum of 120 hours.

a. The requirement of subsection E of the proposed 18VAC5-22-90 can be met with
continuing professional education obtained during the three calendar years prior to the
calendar year in which the person applies for the license and from the start of that
calendar year to when he applies for the license. That reflects the Board’s view that
continuing professional education obtained longer ago than that will likely no longer be
relevant.

b. Subsection E of the proposed 18VAC5-22-90 also requires the person to have taken an
ethics course of at least two hours that complies with the requirements prescribed by the
Board for the calendar year in which the person applies for the license. Retrospective
application of the requirement to take an ethics course annually is not practical because
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ethics courses are updated annually and are not available after the year in which they
are introduced.

Continuing the ability of the Board to waive or defer the continuing professl education
requirements

32. Subdivision B 2 of 18VAC5-21-170 provides nonmonetary penalties the Board may impose
if a person does not comply with the continuing professional education requirements and gives
the Board the ability to waive or defer the continuing professional education requirements “so
long as such waiver or deferral is in the public interest.” However, that subsectiorhis in t
context of a person who provides services to an employer using the CPA title. The section on
persons who provide services to the public using the CPA title does not have a similar
discussion. The Board believes that is unintentional.

33. Subsection A of § 54.1-4413.4 prescribes the penalties the Board may impose. The Board
therefore believes there is no need for the regulations to address penalties. Howeeetisubs

H of the proposed 18VAC5-22-90, which applies to all holders of a Virginia license, continues
the Board’s ability to waive or defer the continuing professional education requirements:

Depending on the facts and circumstances, the Board may waive all or part of the continuing
professional education requirement for one or more calendar years or grant additional time
for complying with the continuing professional education requirement, provided that the
waiver or deferral is in the public interest.

Continuing to require a holder of a Virginia license to be able to document coamgle with
the continuing professional education requirements

34. Subsection E of 18VAC5-21-170 requires the holder of a Virginia license to retain
documentation of complying with the continuing professional education requirements. There are
a number of places in the current regulations that prescribe documentation requirements.
Among other things, that approach raises the question of whether documentation of compliance
with the statutes and regulations is required only when specifically mentioned in thessgatd
regulations. The Board therefore believes a more effective approach is to eliminspecthie
requirements and replace them with the general requirement that is in subdivision A 1 of
proposed 18VAC5-22-170, which is entitled “Communication between the Board and

licensees:”

When requested by the Board, persons or firms applying for the issuance, renewal, or
reinstatement of a Virginia license or for lifting the suspension of the privilegengf tins

CPA title in Virginia or providing attest services or compilation servicepéosons or

entities located in Virginia shall provide the Board with support for their conclusion that
they have complied with applicable provisions of Chapter 44 (8§ 54.1-4400 et seq.) of Title
54.1 of the Code of Virginia and Board regulations.
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Clarifying that continuing professional education can be obtained through a virief forums

35. Subsection F of 18VAC5-21-170 prescribes requirements for how to determine hours of
continuing professional education obtained from “instruction,” “instructing courses,” taking
courses for “college credit,” and taking self-study courses. Subsection F of the proposed

18VAC5-22-90 clarifies that a variety of forums are acceptable.

a. The current regulations, in 18VAC5-21-10, defioentinuing professional education”
as—

an integral part of the lifelong learning required to provide competent service to the
public; the formal set of activities that enables accounting professionals to maintain
and increase their professional competence.

b. The July 1, 2007, revisions to the statutes added a similar definition to the statutes in 8
54.1-4400:

“Continuing professional education” means the education that a person obtains after
passing the CPA examination and that relates to services provided to an employer in
academia, government, or industry using the CPA title or to services provided to the
public using the CPA title.

c. Both definitions convey the belief that continuing professional education is a broad
notion of the knowledge needed for the holder of a Virginia license to be able to
competently provide services to the public or an employer.

d. Subsection F of 18VAC5-21-170 prescribes requirements for some forums for obtaining
continuing professional education, but it does not say that those are the only acceptable
forums. Therefore, for example, the holder of a Virginia license could rightly conclude
that all of the 120-hour requirement for a three-calendar-year period could be met
with—

1. 30 hours from making presentations, consisting of 10 hours during each of the three
years,

2. 6 hours from taking the two-hour ethics course during each of the three years,
3. 64 hours from writing in one of the years in the three-year period, and

4. 20 hours from obtaining 10 hours of additional continuing professional education
during each of the other two years in the period.

36. The proposed 18VAC5-22-90 provides some parameters that are not in 18VAC5-21-170.
Subsection F of the proposed 18VAC5-22-90 says acceptable continuing professional education
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may be obtained through a variety of forums “provided there is a means of demonstrating that
the education was obtained.” It then lists five forums that are acceptable:

a. Subdivision F 1 says attendance at seminars and education conferences is an acceptable
forum “provided that the instructors have appropriate knowledge of the subject matter
and use appropriate teaching materials and that attendance is monitored in a manner
that can be verified by the Board.”

b. Subdivision F 2 says that taking courses at an accredited institution for credit is an
acceptable forum.

c. Subdivision F 3 says self-study courses are acceptable, “provided there is a method for
determining that the person met the learning objectives.”

d. Subdivision F 4 says making a presentation at a professional seminar, educational
conference, or in a classroom setting is an acceptable forum “provided the person has
appropriate knowledge of the subject matter and uses appropriate teaching materials.”

e. Subdivision F 5 says writing material is an acceptable forum provided that it “is relevant
to providing services to an employer using the CPA title or to the public using the CPA
title,” that it is “formally reviewed by an independent party,” and that it “is published in
a book, magazine, or similar publication that is used by persons who provide services to
an employer using the CPA title or to the public using the CPA title.”

37. Subsection F of the proposed 18VAC5-22-90 then says, “Whether other forums are
acceptable shall be determined by the Board on a case-by-case basis.” For example, provided
there is a means of demonstrating that the education was obtained, taking courses at an
accredited institution without credit would likely be an acceptable forum.

Not changing the amounts of continuing professional education from instragtand writing
that count toward the continuing professional education requirement

38. Although 18VAC5-21-170 does not mention credit from writing material, subdivision F 2 of
18VAC5-21-170 says that no more than 30 hours from instructing shall be considered during
each three-calendar-year period. Subsection G of the proposed 18VAC5-22-90 retains the limit
in 18VAC5-21-170 on continuing professional education from instructing and does not mention
credit from writing material.

39. Except that subsection G provides a limit on the amount of continuing professional
education from instructing that is acceptable annually, the requirements of subsections F and G
of the proposed 18VAC5-22-90 are consistent with those Bt#tement on Standards for
Continuing Professional Education (CPE) Programich was jointly approved by the

American Institute of Certified Public Accountants and the National Association of StatissBoar
of Accountancy. For example, the Statement says, “Writers of published articles, bdoR§g, or
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programs should receive CPE credit for their research and writing time to that éxteaintains

or improves their professional competence.” It describes “writing articles, boolGPér
programs for publication” as “a structured activity that involves a process of learning” and
requires that the writing be formally reviewed by an independent party. The Statensembtdoe
place limits on the amount of continuing professional education from instructing or writing that
can be considered in determining whether a person has met the continuing professional
education requirement.

40. The Statement was developed over a five-year period and released in 2000. Although it has
been jointly reviewed since then, its basic principles have not been changed.]
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CHAPTER 22
BOARD OF ACCOUNTANCY REGULATIONS
18VAC5-22-10. Definitions.
The definitions in § 54.1-4400 of the Code of Virginia apply to these regulations.

[Observation: As explained in the observation to 18VAC5-21-10 of thentwagulations, the
Board believes the glossary provided by § 54.1-4400 is sufficient.]

18VAC5-22-20. Fees.

A. The Board, which 8 54.1-4400 of the Code of Virginia defines as the Virginia Board of
Accountancy, shall charge the following fees for services it provides:

Processing an application to take the CPA examination $ 120
e Processing an application for issuance of a Virginia license 24

e Processing an application for the timely renewal of a
Virginia license 24

e Additional fee for processing an application for a license
renewal that is not timely 25

e Processing an application for reinstatement of a Virginia
license 250

e Processing an application for lifting the suspension of the

privilege of using the CPA title in Virginia or for lifting the

suspension of the privilege of providing attest services or

compilation services for persons or entities located in Virginia 250
e Providing an additional CPA wall certificate 25

e Additional fee for not using the online payment option for
any service provided by the Board 5

B. All fees for services the Board provides are due when the service is reqaedtare
nonrefundable.

[Observation: As explained in the observation about 18VAC5-21-20 of the current regulations,
this proposed regulation is substantially the same. Revisions were necessary tm euttidhe
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language of the revised statutes and to eliminate unnecessary parts of 18VAC5-21-20. However,
the fee amounts are the same.]

18VAC5-22-30. Determining whether persons or entities to whom commigations are
made, or for whom services are provided, are located in Virginia.

For the purpose of complying with Chapter 44 (8 54.1-4400 et seq.) of Title 54.1 of the Code of
Virginia for communication to persons or entities located in Virginia or provisingices for
persons or entities located in Virginia, persons are considered to be locateginraVirtheir

primary residence for federal income tax reporting is located in Vagamd entities are

considered to be located in Virginia if they conduct any activities in Vagini

[Observation: The notion of being located in Virginia is new and appears in different parts of the
revised statutes. For example:

a. Subsection A of § 54.1-4409.1 says that a person must be licensed in order to use the
CPA title in Virginia, which § 54.1-4400 generally defines as any form or manner of
communication to persons or entities located in Virginia.

b. Subsection A of § 54.1-4412.1 says that only a firm can provide attest services or
compilation services to persons or entities located in Virginia.

Providing requirements for determining whether a person or entity is located in Virginia is
difficult. For example:

a. Many people have more than one residence, and some use a post office box as their
mailing address.

b. A business may have its headquarters in one state and a subsidiary in another state. The
business may have financial statement and income tax services provided for the combined
financial results or for the separate entities. If services are provided onligdor t
combined financial results, procedures may still need to be performed for the subsidiary.

c. Some businesses are virtual organizations where all transactions are electronic,
customer financing is not provided, and all services are outsourced.

Therefore, in developing the proposed new regulation, the Board used a practical solution that it
believes will best protect the public. Under the proposed 18VAC5-22-30, a person is cdnsidere
to be located in Virginia if his primary residence for federal income tax reportingaselddn

Virginia, and an entity is considered to be located in Virginia if it conducts any activities i
Virginia.]

18VAC5-22-40. Determining whether a person who holds a Virginia licenss providing
services to the public using the CPA title or to an employer using ¢hCPA title.
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For the purpose of determining whether a person who holds a Virginia license is providing
services to the public using the CPA title or to an employer using the CRAgitlleose

terms are defined in § 54.1-4400 of the Code of Virginia, because of the written imdormat
readily available to the public through the Board'’s Internet postings, holdingjiais(ir

license constitutes using the CPA title. Accordingly, a person who holds a ¥iliganse—

1. is providing services to the public using the CPA title if he provides servicesé¢hat a
subject to the guidance of the standard-setting authorities listed inndarsts of
conduct and practice in subdivisions 5 and 6 of § 54.1-4413.3.

2. is providing services to an employer using the CPA title if he provides to an entity
services that require the substantial use of accounting, financial, tax, or oflser ski
that are relevant, as determined by the Board.

[Observation: As discussed in paragraphs 18 and 19 of the analysis of proposed changes to
18VAC5-21-170, this proposed regulation was primarily designed to clarify that whether the
holder of a Virginia license is subject to the continuing professional education requirement
depends on whether he provides services, rather than whether he tells the person arentity f
whom he provides the services that he is a CPA.

However, the clarification has broader application than the continuing professional education
requirements and accordingly is being proposed as a separate regulation. Two illustrations of
the broader application follow. Both illustrations show how the guidance in the proposed
18VAC5-22-40 would be applied in determining whether the holder of a Virginia license must
comply with the standards of conduct and practice in § 54.1-4413.3. That section requires
persons using the CPA title in Virginia to comply with the standards.

a. The description of services in subdivision 1 of the proposed 18VAC5-22-40—services
that are subject to the guidance of the standard-setting authorities listed in the standards
of conduct and practice in subdivisions 5 and 6 of § 54.1-4413.3—is the description of
the services in the definition of “providing services to the pubic using the CPArtifle
54.1-4400. The proposed 18VAC5-22-40 clarifies that a person who holds a Virginia
license could not avoid the requirement of subdivision 5 of § 54.1-4413.3 to comply with
Statements on Standards for Tax Services and interpretive guidance when preparing
income tax returns by not telling the persons and entities for whom he provides those
services that he is a CPA.

b. The description of services in subdivision 2 of the proposed 18VAC5-22-40— services
provided to an entity that require the substantial use of accounting, financial, tax, or
other skills that are relevant, as determined by the Board—is the description oéservi
in the definition of “providing services to an employer using the CPA title” in § 54.1-
4400. The proposed 18VAC5-22-40 clarifies that a person who holds a Virginia license
and serves as the chief financial officer of an entity could not avoid the requirement of
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subdivision 4 of § 54.1-4413.3 to comply with the Code of Professional Conduct and the
related interpretive guidance by not telling the entity that he is a CPA. For exah®le, t
person could not avoid complying with the following part of Article IV of the Code of
Professional Conduct:

Although members not in public practice cannot maintain the appearance of
independence, they nevertheless have the responsibility to maintain objectivity in
rendering professional services. Members employed by others to prepare financial
statements or to perform auditing, tax, or consulting services are charged with the
same responsibility for objectivity as members in public practice and must be
scrupulous in their application of generally accepted accounting principles and
candid in all their dealings with members in public practice.]

18VAC5-22-50. Determining whether the principal place of business afperson using the
CPA title, or of a firm, is in Virginia.

Complying with subdivision A 1 of § 54.1-4409.1, subsection B of § 54.1-4411, or
subsection B of § 54.1-4412.1 of the Code of Virginia requires the person or firm to use
reasonable judgment in determining whether Virginia is the principal pldogsofess in
which the person provides services to the public using the CPA title or the firm provides
attest services or compilation services. The determination shall be relasomasidering

the facts and circumstances and can be based on quantitative or qualitassenagsss. The
determination shall be reconsidered for changes in facts and circumgtatca® not
temporary.

[Observation: The notion of principal place of business appears in different parts of the revise
statutes. For example:

a. Subdivision A 1 of § 54.1-440%4ays a person must hold a Virginia license if he
provides services to the public using the CPA title and the principal place of business in
which he provides those services is in Virginia.

b. Subsection B of § 54.1-4412.1 says that a firm that provides attest services or
compilation services to persons or entities located in Virginia shall obtain a Virginia
license if the principal place of business in which it provides those services igima/i

The revised statutes do not require a person or firm to determine where the principal place of
business is, only whether it is in Virginia. It is possible that a business is so spread out that
there is no principal place of business. The proposed 18VAC5-22-50 therefore provides
requirements for how to determine whether the principal place of business is in Virginia.

Providing requirements for this determination is complex. For example, should it be based

solely on sources of revenues, number of clients, or some combination? Should the
determination change if the client base changes? In the proposed new regulation, the Board
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used a practical solution that it believes best protects the public. The requiremenbpreby

the proposed 18VAC5-22-40 is necessarily broad, generally requiring the use of judgment to
make a determination that is reasonable considering the facts and circumstances and can be
based on quantitative or qualitative assessments. However, a person who holds the license of
another state, concludes that his principal place is not in Virginia, and provides services to
persons or entities located in Virginia is still subject to the statutes and regulationesasliaaf

the substantial equivalency provisions of § 54.1-4411.]

18VAC5-22-60. Determining whether a college or university is an accreditedstitution.

A. For the purpose of complying with subdivision A 1 a of § 54.1-4409.2 of the Code of
Virginia, a college or university that is not accredited by one of the siormegional
accrediting organizations listed in the definition of “accredited institutio§’54.1-4400
of the Code of Virginia or their successors shall be considered an accreditadansf
it is accredited by an accrediting organization recognized by The CouncigbarH
Education Accreditation (CHEA) or its successor. Publication of the name of the
accrediting organization by CHEA or its successor shall be sufficieificabbn that the
accrediting organization is recognized by CHEA or its successor.

B. To determine whether a college or university is an accredited instittittas accredited
by an accrediting organization that is neither one of the six major regiccraiditing
organizations or their successors, nor an accrediting organization recognZEedEByor
its successor, representatives of the accrediting organization shalitheattask force
appointed by the Board to study and recommend to the Board how the organization shall
demonstrate that its accreditation process and standards are substaniiafiient to the
accreditation process and standards of the six major regional accreditmizations or
their successors. The size and composition of the task force shall depend ors tedfact
circumstances. However, at least one of the members of the task force shall have
substantial experience with the accreditation process and standards of thgsix m
regional accrediting organizations or their successors.

After the task force provides its recommendations to the Board, the Board sia#l de
what the requirements shall be to demonstrate that the accreditation protetmndards

of the accrediting organization are substantially equivalent to the actimedfieocess

and standards of the six major regional accrediting organizations or theissarscend

shall communicate its decision to the organization. The organization shall then provide
the required documentation to the Board that will enable the Board to decide vehether
college or university accredited by the organization is an accredited iostifistdefined

in 8 54.1-4400 of the Code of Virginia.

[Observation: The current regulations, in 18VAC5-21-10, define “accredited institution”
generally as a college or university accredited by one of the six major regional dicayedi
organizations. One of the 2007 revisions to the statutes was to define “accredited institution”
but in a broader way than the definition in the current regulations. Subdivision A 1 a of § 54.1-
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4409.2 generally requires that a person who has not been licensed must have obtained from one
or more accredited institutions at least 150 semester hours of education, a baccalaureate or
higher degree, and an accounting concentration or equivalent in order to obtain a Virginia
license. Under the definition in 8 54.1-4400, a college or university can be considered to be an
accredited institution if either—

a. itis accredited by one of the six major regional accrediting organizations, or

b. itis accredited by an accrediting organization demonstrating to the Board that its
accreditation process and standards are substantially equivalent to the accreditation
process and standards of the six major regional accrediting organizations.

The proposed regulation provides requirements for how an accrediting organization can
demonstrate substantial equivalence to the accreditation process and standards of thersix maj
accrediting organizations. The requirements are provided in two levels.

a. Recognition of the accrediting organization by The Council on Higher Education
Accreditation (CHEA) is sufficient evidence of substantial equivalence, andaiidi
of the name by CHEA is sufficient notification.

b. The second level provides a way for a college or university that is accredited by an
accrediting organization that is not one of the six major regional accrediting
organizations or recognized by CHEA to be considered an accredited institution. Under
the proposed regulation, the Board would appoint a task force to study and recommend
to the Board how the accrediting organization shall demonstrate substantial equivalence.
The size and composition of the task force would depend on the facts and circumstances,
but at least one of the members would have substantial experience with the accreditation
process and standards of the six major regional accrediting organizations. After the task
force provides its recommendations to the Board, the Board shall decide what the
requirements shall be to demonstrate that the accreditation process and standards of the
accrediting organization are substantially equivalent and shall communicate its decision
to the organization.]

18VAC5-22-70. Education.

A. In order for a person to take the CPA examination through Virginia, he must have
obtained from one or more accredited institutions or from the National Collegestat le
120 semester hours of education, a baccalaureate or higher degree, and aimgccount
concentration or equivalent prior to taking any part of the CPA examination.

B. For the purpose of complying with subsection A of this section and with subdivision A 1

a of § 54.1-4409.2 of the Code of Virginia, obtaining an accounting concentration or
equivalent requires obtaining at a minimum:
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1. 24 semester hours of accounting courses, including courses in auditing, financial
accounting, management accounting, and taxation; and

2. 24 semester hours of business courses, no more than six semester hours of which
could be considered accounting courses.

Principles or introductory accounting courses cannot be considered in determining
whether a person has obtained the 48 minimum number of semester hours required for an
accounting concentration or equivalent.

[Observation: The proposed 18VAC5-22-70 is the same as the emergency regulation that
became effective May 14, 2009, except that, as explained in the observation to subsection B of
18VAC5-21-30—

a. subsections A and B of the proposed 18VAC5-22-70 appear as subdivisions 1 and 2 in
subsection B of 18VAC5-21-30, and

b. subdivisions B 1 and B 2 of the proposed 18VAC5-22-70 appear as subdivisions 2 a and
2 b in 18VAC5-21-30.]

18VAC5-22-80. Examination.
A. In order to comply with subdivision A 1 b of § 54.1-4409.2 of the Code of Virginia:

1. Each section of the CPA examination must be passed by attaining a unifeingpas
grade established through a psychometrically acceptable standard-getttedure
approvedy the Board.

2. Persons may take sections of the CPA examination in any order.

3. A person who fails a section of the CPA examination may not retake that section until
the next quarter of the calendar year.

4. When a person first passes a section of the CPA examination, he has 18 months to
pass the remaining sections. If the remaining sections are not passedhgittia t
month period, the person loses credit for the first section passed, and a new 18-month
period starts with the next section passed.

B. Failure to comply with the policies established by the Board for conduct aPthe C
examination may result in the loss of eligibility to take the CPA exaromati credit for
sections of the CPA examination passed. Cheating by a person in connection with the
CPA examination shall invalidate any grade earned on any section of the CPA
examination and may warrant expulsion from the CPA examination site and
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disqualification from taking the CPA examination for a specified period of time as
determined by the Board.

C. The Board may postpone scheduled CPA examinations, the release of grades, or the
issuance of licenses under the following circumstances:

1. A breach of CPA examination security;
2. Unauthorized acquisition or disclosure of the contents of a CPA examination;

3. Suspected or actual negligence, errors, omissions, or irregularitiesdaating a
CPA examination; or

4. Any other reasonable circumstances.

D. Prior to being considered for a Virginia license, a person shall pass anegtimamation
approved by the Board.

[Observation: In drafting the proposed 18VAC5-22-80, the Board generally retained some of
the requirements of subsection C of 18VAC5-21-30 of the current regulations but updated and
simplified the wording. In addition—

a. The definition of “CPA examination” in § 54.1-440s written so that it would remain
evergreen and providing detail in the regulations would be unnecessary.

b. Some parts of subsection C of 18VAC5-21-30 of the current regulations were time-
sensitive and are no longer necessary.

The observation to subsection C of 18VAC5-21-30 provides a detailed comparison of its
requirements with those of the proposed 18VAC5-22-80.]

18VAC5-22-90. Continuing professional education.

A. If during the current calendar year a person who holds a Virginia license mtovide
services to the public using the CPA title, he shall have obtained at least 120 hours of
continuing professional education during the three-calendar-year period entfirigevi
current calendar year. For each of the calendar years in that periodll hawha
obtained at least 20 hours of continuing professional education, including an ethics
course of at least two hours.

1. If the person also holds the license of another state and Virginia is not the principa

place of business in which he provides services to the public using the CPA title, the
ethics course taken to comply with this subsection either shall conform with the
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requirements prescribed by the Board or shall be an ethics course aectpthél
board of accountancy of another state in which the person holds a license.

2. Otherwise, the ethics course shall conform with the requirements presiyiltiee
Board.

B. If during the current calendar year a person who holds a Virginia license mrovide
services to an employer using the CPA title and did not provide services to thee publi
using the CPA title, he shall have obtained a minimum number of hours of continuing
professional education determined as follows:

1. If the current calendar year is 2009 or 2010, the person shall have obtained at least 90
hours of continuing professional education during the three-calendar-year period
ending with the current calendar year. For each of the calendar ydaas peitiod,
he shall have obtained at least 15 hours of continuing professional education,
including an ethics course of at least two hours.

2. If the current calendar year is 2011 or later, the person shall have obtainet at leas
120 hours of continuing professional education during the three-calendar-year period
ending with the current calendar year. For each of the calendar ydaas pertiod,
he shall have obtained at least 20 hours of continuing professional education,
including an ethics course of at least two hours.

The ethics course taken to comply with this subsection either shall conform with the
requirements prescribed by the Board or shall be an ethics course aectpthblboard
of accountancy of another state in which the person holds a license.

C. If during the current calendar year a person who holds a Virginia license mrovide
services to the public using the CPA title or to an employer using the CPaAriitldid
not hold a Virginia license or the license of another state during one or both of the two
preceding calendar years, he shall determine whether he has comfii¢uewi
requirements of subsection A or B of this section as follows:

1. If the person became licensed during the current calendar year, he shalliberedns
to have met the requirements of the subsection for the three-calendar-yeér peri
ending with the current calendar year.

2. If the person became licensed during the preceding calendar year, he shall be
considered to have met the requirements of the subsection for the three-cadandar-y
period ending with the current calendar year if during the current calepaiahg
obtained at least the minimum number of hours of continuing professional education
required by the subsection for the current calendar year, including an eth&s abur
at least two hours.
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3. If the person became licensed during the calendar year prior to the preczadimdar
year, he shall be considered to have met the requirements of the subsection for the
three-calendar-year period ending with the current calendar yearnfdhba current
calendar year and the preceding calendar year he obtained at leastitmenmi
number of hours of continuing professional education required by the subsection for
each of the years, including for each year an ethics course of at ledsiuvs.

D. If during the current calendar year a person who holds a Virginia license dicwiotepr
services to the public using the CPA title or to an employer using the CRAditie not
required to have obtained continuing professional education during the three-calendar-
year period ending with the current calendar year. However, in order to begin pyovidin
those services—

1. He is required to have obtained at least 120 hours of continuing professional
education prior to providing the services, including an ethics course of at least two
hours.

2. The ethics course shall conform with the requirements prescribed by thef@oiuel
calendar year in which the person begins providing the services.

Continuing professional education obtained during the three calendar years prior to the
current calendar year and from the start of the current calendaoyghen he begins
providing the services shall be considered in determining whether the person has
complied with the requirements of this subsection.

E. If a person who has not held the license of any state applies for a Virginiseliatter
the end of the calendar year in which he passes the CPA examination, he shall obtain
continuing professional education prior to applying for the license, including as ethic
course of at least two hours.

1. The required minimum number of hours of continuing professional education shall be
40, 80, or 120 depending on whether he applies for the Virginia license by the end of
the first calendar year after the calendar year in which he passesAhe CP
examination, by the end of the second calendar year, or later.

2. The ethics course shall conform with the requirements prescribed by the 8ol
calendar year in which the person applies for the license.

Continuing professional education obtained subsequent to passing the CPA examination
but during the three calendar years prior to the calendar year in which the ppises a

for the license and from the start of that calendar year to when he applies lioense

shall be considered in determining whether he has complied with this requirement
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F. Continuing professional education acceptable to the Board may be obtained through a
variety of forums, provided there is a means of demonstrating that the education was
obtained. The following forums are acceptable:

1. Attendance at seminars and educational conferences, provided that the instructors
have appropriate knowledge of the subject matter and use appropriate teaching
materials and that attendance is monitored in a manner that can be verihed by t
Board;

2. Taking courses at an accredited institution for credit;

3. Self-study courses, provided there is a method for determining that the pergbe met
learning objectives;

4. Making a presentation at a professional seminar, educational conference, or in a
classroom setting, provided the person has appropriate knowledge of the subject
matter and uses appropriate teaching materials; and

5. Writing material that is relevant to providing services to an employer ustsnGRA
title or to the public using the CPA title, that is formally reviewed by an inutkyre
party, and that is published in a book, magazine, or similar publication that is used by
persons who provide services to the public using the CPA title or to an employer
using the CPA title.

Whether other forums are acceptable shall be determined by the Board orbg-case-
basis.

G. In determining whether a person has obtained the required number of hours of continuing
professional education:

1. Repeat presentations shall not be considered.

2. No more than 30 hours from preparing for and making presentations shall be
considered during each three-calendar-year period.

3. One semester-hour of credit for courses at an accredited institution desstiu
hours of continuing professional education, and one quarter-hour of credit constitutes
10 hours of continuing professional education.

H. Depending on the facts and circumstances, the Board may waive all or part of the
continuing professional education requirement for one or more calendar yeeastor g
additional time for complying with the continuing professional education regeinmem
provided that the waiver or deferral is in the public interest.
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[Observation: The analysis of proposed changes to 18VAC5-21-170 provides a detailed
comparison of its continuing professional education requirements and those in the proposed
18VAC5-22-90.]

18VAC5-22-100. Experience.

Prior to applying for a license, a person must have been employed in academma, a fi
government, or industry in any capacity involving the substantial use of accounting,
financial, tax, or other skills that are relevant, as determined by thd,Bogroviding
services to the public using the CPA title or to an employer using the CP#tideperiod
that is the full-time equivalent of one year. Whether other skills arearglshall be
determined by the Board on a case-by-case basis. Self-employment doesnibte
definition of “experience” in § 54.1-4400 of the Code of Virginia.

[Observation: The observation to subsection D of 18VAC5-21-30 provides a detailed
comparison of its experience requirements with those in the proposed 18VAC5-22-100.]

18VAC5-22-110. Demonstrating that a person’s education, CPA examination, and
experience are substantially equivalent to the requirements for obtaing a Virginia license.

Subdivision A 2 of § 54.1-4411 of the Code of Virginia does not require the person to notify
the Board that the person’s education, CPA examination, and experience are sllpstanti
equivalent to the requirements for obtaining a Virginia license.

[Observation: Subsection A of § 54.1-4411, which was added to the statutes by the 2007
revisions, prescribes the two ways a person licensed in another state can be considered to hav
met requirements that are substantially equivalent to those prescribed by the Bbardecond

of those two is that the person has demonstrated meeting education, CPA examination, and
experience requirements that are substantially equivalent to those prescriliedByatrd.

The notion of a person demonstrating that his education, CPA examination, and experience are
substantially equivalent was added to the statutes through the 2007 revisions. It was intended
that the person would not be required to notify the Board that his education, CPA examination,
and experience are substantially equivalent to the requirements for obtaining a Virgingelice
The proposed 18VAC5-22-110 makes that intention clear. However, subsection A of the
proposed 18VAC5-22-170, which is entitled “Communication between the Board and licensees,
would require the person to support his conclusion if requested by the Board.]

18VAC5-22-120. Supervision of firm personnel.

To comply with subdivision C 2 of § 54.1-4412.1 of the Code of Virginia, a person’s work
must be planned, supervised, and reviewed by a person who either (i) holds a Vognsa li
or (ii) holds the license of another state and complies with the substantial eqoyval
provisions of § 54.1-4411 of the Code of Virginia.
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[Observation: Subsection C of § 54.1-4412.1 says that a firm that is not required to have a
Virginia license may provide attest services or compilation services someor entities located
in Virginia if the firm’s personnel working on the engagement are generally either lkicense
under the supervision of a person who either—

a. holds a Virginia license or

b. holds the license of another state and complies with the substantial equivalency
provisions of § 54.1-4411.

The supervision notion was added to the statutes by the 2007 revisions and was intended to
encompass not just supervision but also planning and review. The proposed 18VAC5-22-120
makes that intention clear.]

18VAC5-22-130. Owners of firms who are not licensees.

To comply with subdivision D 2 of § 54.1-4412.1 of the Code of Virginia, owners of a firm
who are not licensees must be persons who, based on the facts and circumstarngesteparti
in the firm’s activities on a regular, continuous, and substantial basis.

[Observation: Subdivision D 2 of 8 54.1-4412.1, which was added to the statutes through the
2007 revisions, says the Board shall prescribe requirements concerning the hours that owners
who are not licensees work in a firm and may prescribe other requirements for those persons.
The current regulations, in subdivisions B 2 and C 2 of 18VAC5-21-60, prescribe a minimum
number of hours those persons must work annually for the firm.

The Board believes practice has changed so that prescribing a minimum number of hours is no
longer effective in protecting the public. The intention of subdivision D 2 of § 54.1-4412.1 is to
prevent control of firms by passive investors. The proposed 18VAC5-22-130 makes that
intention clear, generally saying that owners who are not licensees must participatdiimthe
activities on a regular, continuous, and substantial basis. That language is patterned after the
Internal Revenue Service guidance on determining whether an individual is a passive.investor

18VAC5-22-140. Persons who release or authorize the release of reports.

A. To comply with subdivision D 4 of § 54.1-4412.1 of the Code of Virginia, a person who
releases or authorizes the release of reports on attest services ortcomgelaices
provided for persons or entities located in Virginia shall annually obtain a minohum
eight hours of continuing professional education related to attest services olatompi
services. The hours obtained to meet this requirement shall be considered imdegermi
whether the person has complied with the requirements of 18VAC5-22-90.
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B. Firms providing attest services or compilation services shall establisiepaind
procedures to provide the firm with reasonable assurance that persons who release or
authorize the release of reports on attest services or compilation sengsesgthe
kinds of competencies that are appropriate given the facts and circurastahese
policies and procedures shall address the required technical proficiendigrigmwith
the industry and the person or entity, skills that indicate sound professional judgment, and
other competencies necessary under the circumstances.

[Observation: Subdivision D 4 of § 54.1-4412.1, which was added in the 2007 revisions, says a
person who releases or authorizes the release of reports on attest services tatemmpi

services shall meet any additional requirements the Board prescribes. The cegdations,

in subdivision B 2 of 18VAC5-21-50, generally impose an experience requirement on those
persons that is based on a minimum number of hours.

The Board believes practice has changed so that prescribing a minimum number of hours is no
longer effective in protecting the public. For example, the 600 minimum number of hours
required by the current regulations may be sufficient for releasing or authorizing theereleas
reports on attest services for less complex engagements but would likely notciensédfi

other attest service engagements.

The overriding objective of subdivision D 4 of § 54.1-4412.1 is to require that a firm have
procedures in place to ensure that persons who release or authorize the release of reports hav
the kinds of competencies that are appropriate for the engagement. The Board therefore drafted
the proposed 18VAC5-22-140 to require that a firm establish policies and procedures to provide
it with reasonable assurance that persons who release or authorize the release of reports on
attest services or compilation services possess the kinds of competesicéas tppropriate

given the facts and circumstances and to prescribe what these policies and procedures should
address. The language is patterned after quality control standards established by the American
Institute of Certified Public Accountants. (As an observation, those standards aredcbyer
subdivision 5 of § 54.1-4413.3.)

The Board also believes that the public is better protected if these persons obtaineiglgast

hours each year of continuing professional education related to attest services or compilation
services. Subsection A of the proposed 18VAC5-22-140 therefore prescribes that sgguirem
and notes that these hours shall be considered in determining whether the person has complied
with the requirements for continuing professional education in the proposed 18VAC5-22-90.
The proposed requirement therefore does not increase the number of hours of continuing
professional education required.]

18VAC5-22-150. Monitoring program and peer review.

In order to comply with subdivision D 6 of § 54.1-4412.1 of the Code of Virginia, a firm
shall comply with all components of the monitoring program in which it is enrolledpexc
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that, depending on the facts and circumstances, the Board may waive the requioement
peer review or grant additional time for complying with the requirement.

[Observation: Subdivision D 6 of 8 54.1-4412.1, which was added in the 2007 revisions,
requires a firm to be enrolled in the applicable monitoring program of the American Institute of
Certified Public Accountants or another monitoring program for attest services and coampilati
services that is approved by the Board, and to comply with any requirements prescribed by the
Board in response to the results of peer reviews. Section 54.1-4400 generally defines “peer
review” as a review of a firm’s attest services and compilation servicefucted in accordance
with the applicable monitoring program of the American Institute of Certified Public
Accountants or with another monitoring program approved by the Board.

18VACS5-21-70 of the current regulations is devoted to peer review, but changes in national peer
review requirements have made much of its requirements out-of-date. Because the 2007
revisions to the statutes define “peer review” in 8 54.1-4400 in a way that makes it evergre

the Board believes the regulations should only address three aspects of peer review.

a. The first two are addressed by the proposed 18VAC5-22-150.

1. The proposed regulation requires that the firm comply with all components of the
monitoring program in which it is enrolled. That clarifies that the intention of
subdivision D 6 of 8 54.1-4412.1 is to require not just that the firm be enrolled in a
monitoring program but that it also comply with all components of the monitoring
program.

2. The proposed regulation also gives the Board the latitude to waive the requirement
for a peer review or grant additional time for complying with the peer review
requirement.

b. The third aspect is addressed in subdivision A 2 of the proposed 18VAC5-22-170, which
is entitled “Communication between the Board and licensees” and requires that, when
requested by the Board, firms must provide proof of enrollment in a monitoring program
and copies of reports and other documentation related to acceptance of their peer
reviews.]

18VAC5-22-160. Confidential consent agreements.

To determine whether to enter into a confidential consent agreement under sabsedtg
54.1-4413.5 of the Code of Virginia, the Board shall consider a violation minor if the Board
believes that the violation was not intentional misconduct, was not the result of gross
negligence, and did not have a significant financial impact on persons or entitee8odrd
shall enter into no more than two additional confidential consent agreements wisoa qer
firm within ten years after the first confidential consent agreement.
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[Observation: Section 54.1-4413.5 was added to the statutes in the 2007 revisions to authorize
the Board to enter into a confidential consent agreement with a person or firm in lieu of
disciplinary action. Subsection C of § 54.1-4413.5 says the Board shall adopt regulations to
implement the provisions of the section. The Board drafted the proposed 18VAC5-22-160 in
response. Section 54.1-4413.5 limits confidential consent agreements to minor violations, and
the proposed regulation says the Board shall consider a violation minor if the Board believes the
violation was not intentional misconduct, was not the result of gross negligence, and did not
have a significant financial impact on persons or entities. The proposed regulation also limits
the number of confidential consent agreements for a person or firm to no more than two
additional agreements within ten years after the first confidential consent agreement.]

18VAC5-22-170. Communication between the Board and licensees.
A. When requested by the Board:

1. Persons or firms applying for the issuance, renewal, or reinstatemeviirgirga
license or for lifting the suspension of the privilege of using the CPA title gin¥ar
or providing attest services or compilation services for persons or entisdon
Virginia shall provide the Board with support for their conclusion that they have
complied with applicable provisions of Chapter 44 (8 54.1-4400 et seq.) of Title 54.1
of the Code of Virginia and Board regulations.

2. Firms shall provide the Board with proof of enrollment in a monitoring program and
copies of reports and other documentation related to acceptance of their ¥es.revi

3. Persons or firms shall provide the Board documents related to the Board’s
investigation of their possible violation of provisions of Chapter 44 (8§ 54.1-4400 et
seq.) of Title 54.1 of the Code of Virginia or Board regulations.

Each person or firm shall respond within 30 calendar days to any request for irdarmati
by the Board under this subsection.

B. Each holder of a Virginia license shall notify the Board in writing within 3@nckar
days of any change in the holder’'s name or in the postal and electronic esldiesse
the person or firm may be reached.

C. The Board shall transmit license renewal notices electronicallgsial@erson or firm is
unable to communicate electronically. However, 8 54.1-4413.2 of the Code of Virginia
places the responsibility for renewing a Virginia license on its holder, and tha
responsibility is not affected by whether the holder receives a licemse@aknotice.

[Observation: A number of the current regulations require providing documentation when

requested by the Board. Rather than prescribing each situation, the Board believes a more
efficient and effective approach to protecting the public is to establish a general regptiiam
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the proposed new regulations. Subsection A of the proposed 18VAC5-22-170 establishes three
categories of requests for information that require compliance:

a. Support for the conclusion that the person or firm has complied with the requirements of
applicable statutes and regulations.

b. Proof of a firm’s enroliment in a monitoring program and copies of reports and other
documentation related to acceptance of its peer review.

c. Documents related to the Board’s investigation of the possible violation by a person or
firm of provisions of the statutes or regulations. This provision is similar to didyséc
of 18VAC5-21-160, which applies to firms.

The proposed regulation also requires holders of a Virginia license to notify the Board in writing
within 30 calendar days of any change in the holder’'s name or in the postal and electronic
addresses where the person or firm may be reached. As discussed in the observation to
subsection A of 18VAC5-21-110, this requirement is the same as the requirement in tite curre
regulations.

The current regulations, in subsection D of 18VAC5-21-80, say that renewal notices will be
mailed. At the time 18VAC5-21-80 was prescribed, electronic transmission was rarevekowe
electronic transmission is rapidly becoming the norm. The proposed regulation therefore
establishes the presumption that renewal notices will be transmitted electrpnickdss a

person is unable to communicate electronically.

Subsection D of 18VAC5-21-80 notes that “failure to receive written notice does nag thkev
regulant of the requirement to renew and pay the required fee.” However, the 2007 revisions
added in 8§ 54.1-4413.2 requirements for the renewal and reinstatement of licenses and lifting the
suspension of privileges. The proposed regulation therefore clarifies that the statuéethplac
responsibility for renewing a Virginia license on its holder and that responsibility is rectexdf

by whether the holder receives a license renewal notice.]
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