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Virginia Board of Accountancy January 2011

Virginia-Specific Ethics Course
2011 Outline

A. Updates on regulatory developments
(45-60 minutes*)

1. Virginia Board of Accountancy (VBOA) Regulatory update

e New Accountancy Regulations
¢ Summary of Key Changes (handout from the VBOA will be
provided)

» Practical aspects for maintaining licensure (handout from the
VBOA will be provided)
¢ CPE requirements
0 License renewal
¢ Providing updated contact information

e Handouts of actual VBOA enforcement cases (relevant cases)

2. SSARS Codification effective December 15, 2010
3. Circular 230 - Registration requirement for tax preparers

B. Core Content
(60 - 75 minutes*)
These topics should be covered by referring to relevant AICPA Code of
Professional Conduct sections. Practical situations and potential solutions
must be included and illustrated with short scenarios or simulations.

1. Required:

» Planning and Supervision - ET Section 201, Rule 201.01 (C) of
the AICPA Code of Professional Conduct

» Form of Organization and Name - ET Section 505, Rule 505.01
of the AICPA Code of Professional Conduct

2. One of following three is required:

» Due Professional Care - ET Section 56, Article V and ET Section
201, Rule 201.01 (B) of the AICPA Code of Professional Conduct
e Public Interest ~ ET Section 53, Article II of the AICPA Code of

Professional Conduct
» Independence - ET Section 100, Rule 101 of the AICPA Code of
Professional Conduct

C. Process for ethical decision-making

(5 minutes)
Handout should be provided - suggested resources.**

A copy of this outline must be presented to each participant prior to the class. Page 1 of 2
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Virginia Board of Accountancy January 2011

Virginia-Specific Ethics Course
2011 Outline

For Participants:

If the participant is not satisfied with the content of this course, the instructor, or
does not believe that the course satisfies the requirements of this outline, the
participant is encouraged to contact the VBOA at boa@boa.virginia.gov, or by
calling (804) 367-0728.

For CPE Providers:

Note: CPE providers must provide a copy of this outline to each participant. Itis
recommended that CPE providers make cases and other materials available to
participants in advance, e.g., by posting them on provider websites.

*Time allocations are suggestions only. However, for 2011 an emphasis on the VBOA's
regulatory changes must be a top priority of this course. Times allocated to the Core
Content subjects may vary depending on the appropriate emphasis for the target audience
(e.g., CPAs in public practice versus CPAs in private industry or government).

**Links to ethical decision-making models:

www.ethics.org
www.rotaryfirst100.org/history/headings/4-way ethics.htm
www.ethicsworld.org
www,scu.edu/ethics/practicing/decision

Important: CPE providers should urge participants to monitor the VBOA website for
updates and information regarding the VBOA. CPE providers should also urge licensees to
register with the Virginia Town Hall to receive automated VBOA regulatory updates
(www.townhall.state.va.us/index.cfm).

A copy of this outline must be presented to each participant prior to the class. Pa ge 2of2
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Overview of the Accountancy Regulations Effective September 16, 2010

ORGANIZATION OF THE OVERVIEW

1.This over view of the accountancy regulations that became effective September 16, 2010, is
presented in three parts:

a. An introduction, which begins with paragraph 2.

b.Ea ch ofthe 17 sections of the new regulations and a general explanation of each section,
which begins with paragraph 11.

c. Appendix A, which provides the framework for determining when a holder of a Virginia
license is required to obtain continuing professional education, including a roadmap and
practical illustrations, and begins on page 23.

INTRODUCTION

2.Ge nerally, some form of licensure is required in two instances:
a. Attest or compilation services are provided to persons or entities located in Virginia.
b.An individual uses the CPA title in Virginia.

The Code of Virginia establishes the Virginia Board of Accountancy (the Board) as the state
agency that oversees licensing in these instances and, among other things, gives the Board
enforcement powers, including the ability to impose monetary penalties up to $100,000.

3.The requirements for providing attest or compilation services to persons or entities located in
Virginia and using the CPA title in Virginia are found in two sources—the accountancy statutes
and the related regulations.

a. The accountancy statutes are in the Code of Virginia. Only the General Assembly can
revise the statutes. If the Board believes revisions are necessary, it must follow the
proper channels to have the revisions introduced into the legislative process. Revisions to
the accountancy statutes therefore generally require approvals of the two houses of the
General Assembly—the House of Delegates and the Senate—and the Governor.

b.The B oard can revise the regulations. However, the process for revising regulations is a
rigorous one, requiring exposure for public comment, interaction with other state
agencies, and approval by the Governor.

The accountancy statutes and regulations that are in effect now are available at the Board’s
website.

4.Asa result of the comprehensive revisions to the accountancy statutes that became effective
July 1, 2007, some new regulations were needed, and most of the regulations in place at that time
were no longer needed. The comprehensive revisions to the accountancy statutes therefore

Page of 1 of 27
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Overview of the Accountancy Regulations Effective September 16, 2010

required comprehensive revisions to the regulations. Accordingly, effective September 16, 2010,
the Board replaced all of its former regulations with new regulations:

a.

The former regulations were in Chapter 21 of Agency 3, Title 18 of the Virginia
Administrative Code (18VAC5-21).

b.The Board deleted all of the former regulations and Chapter 21. The number of each of

5.The

the former regulations started with the prefix /18VAC5-21.

The Board added a new Chapter 22 and added all of the new regulations to it. The
number of each of the new regulations starts with the prefix /8VAC5-22.

re were considerable deficiencies in the former regulations.

Most of the former regulations were no longer needed because the subject matter is now
addressed in the statutes as a result of the 2007 revisions. For example, all the definitions
the Board believes are necessary are now in the statutes. In addition, the statutes now
have standards of conduct and practice that will remain evergreen. Definitions and
standards of conduct and practice are therefore no longer needed in the regulations.

b.B  ecause of the 2007 revisions to the statutes, many of the former regulations were

inconsistent with the statutes. For example, some terms are defined differently in the
statutes and the former regulations. In addition, standards of conduct and practice in the
former regulations were out-of-date and therefore inconsistent with the guidance that is
now in the statutes.

The former regulations did not address issues that the 2007 revisions to the statutes
require the regulations to address. For example, the 2007 revisions to the statutes gave
the Board the ability to enter into confidential consent agreements and directed the Board
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.The re were a number of inconsistencies within sections of the former regulations that

continue to be applicable. In addition, clarifying changes were needed to most of the
former regulations that continue to be applicable. Examples follow using the regulations
on continuing professional education.

1) The former regulations on continuing professional education were extremely difficult
to understand, for example by taking inconsistent positions for categories of
licensees.

2) The former regulations on continuing professional education also did 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

Page of 2 of 27
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Overview of the Accountancy Regulations Effective September 16, 2010

services to the public or to an employer, as those services are defined by the revised
statutes.

¢. Some of the former regulations were time-sensitive and were no longer relevant. For
example, regulations on the CPA examination before it became computer-based were no
longer relevant. In addition, some of the former regulations referred to statutes that were
repealed by the 2007 revisions.

The deficiencies in the former regulations were causing considerable confusion among licensees
and the public over how to apply the requirements of the statutes and the regulations, which
increased the risk of noncompliance and the time required to assess and enforce compliance.

6.The Board set five criteria in developing the revisions to the former regulations to cure the
deficiencies: (1) remove regulations that are now addressed by the statutes, (2) add the
emergency regulation that became effective May 14, 2009, that was scheduled to expire
November 13, 2010, and reduced from 150 to 120 the number of hours of education a person
must have in order to take the CPA examination, (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 regulations that were time-sensitive and are no longer needed
and the regulations that only referred to other regulations.

7.The former regulations were presented in 17 sections. Removing regulations now addressed
by the statutes eliminated much of the former regulations: 12 of the 17 sections of the former
regulations and parts of three of the other five sections were overridden by the revised statutes.
Regulations that are now addressed by the statutes were no longer applicable and should not
have been followed. However, the licensees and the public should not be put in the position of
having to decide which regulations are still applicable and which regulations are overridden by
the revised statutes. The best approach for the licensees and the public was to remove the
regulations that are now addressed by the statutes.

8.The new regulations are also presented in 17 sections. Most of the new regulations—11 of
the 17 sections—provide interpretations required as a result of the 2007 revisions to the statutes.
The interpretations are practical and generally provide for the exercise of judgment based on the
underlying facts and circumstances. The Board believes this best protects the public and that
these interpretations are not controversial. The Board also believes these interpretations were
already appropriate and views the new regulations as only formalizing them.

9.The revisions to the regulations were not designed to change practice. For example, the
revisions do not increase the amount of continuing professional education that was required
under the former regulations. In addition, a licensee will still be able to use the CPA title without
obtaining continuing professional education as long as he does not provide services to the public
or to an employer, as those services are defined by the revised statutes. As an observation, the
revised statutes made that provision available to more licensees.

Page of 3 of 27
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Overview of the Accountancy Regulations Effective September 16, 2010

10. The revisions to the former regulations make compliance with the statutes and regulations
easier and provide flexibility. They also substantially reduced the length of the Board’s
regulations: the new regulations are approximately one-third the length of the former regulations.

THE NEW REGULATIONS, ALONG WITH GENERAL EXPLANATIONS

11. This section of the overview presents each of the 17 sections of the new regulations and
provides in italics a general explanation of each section.

a. 18VAC5-22-10. Definitions. (Discussed on page 5)

b.18VACS- 22-20. Fees. (Discussed beginning on page 5)

c. 18VACS5-22-30. Determining whether persons or entities to whom communications are
made, or for whom services are provided, are located in Virginia. (Discussed beginning
on page 6)

d.18VA  (C5-22-40. 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.
(Discussed beginning on page 7)

e. 18VACS-22-50. Determining whether the principal place of business of a person using
the CPA title, or of a firm, is in Virginia. (Discussed beginning on page 8)

f. 18VACS5-22-60. Determining whether a college or university is an accredited institution.
(Discussed beginning on page 9)

g.18VACS5-22- 70. Education. (Discussed beginning on page 10)

h.18VA  (C5-22-80. Examination. (Discussed beginning on page 11)

1. 18VAC5-22-90. Continuing professional education. (Discussed beginning on page 12)

j. 18VACS5-22-100. Experience. (Discussed beginning on page 17)

k.I8VA (5-22-110. Demonstrating that a person’s education, CPA examination, and
experience are substantially equivalent to the requirements for obtaining a Virginia
license. (Discussed on page 18)

. 18VACS5-22-120. Supervision of firm personnel. (Discussed on page 18).

m. 18VACS5-22-130. Owners of firms who are not licensees. (Discussed beginning on page
18)

n.18VACS5-22-  140. Persons who release or authorize the release of reports. (Discussed
beginning on page 19)

Page of 4 of 27
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Overview of the Accountancy Regulations Effective September 16, 2010

0.18VAC5-22-  150. Monitoring program and peer review. (Discussed beginning on page
20)

p-18VA € 5-22-160. Confidential consent agreements. (Discussed on page 21)

q-18VAC5- 22-170. Communication between the board and licensees. (Discussed
beginning on page 21)

18VA(CS5-22-10. Definitions.
The definitions in § 54.1-4400 of the Code of Virginia apply to these regulations.

The former regulations, in 18VAC5-21-10, provided 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
statutes and the former regulations. The Board therefore replaced the former 18VAC5-21-10
with 18VACS5-22-10, which serves as a placeholder in case future definitions are needed.

18VACS-22-20. Fees.
A. The board shall charge the following fees for services it provides:
e Processing an application to take the CPA examination $120
¢ 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

* Processing an application for reinstatement of a Virginia
license 250

* 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 wall certificate 25

» Additional fee for not using the online payment option for
any service provided by the board 5

Page of 5 of 27
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Overview of the Accountancy Regulations Effective September 16, 2010

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

The former regulations, in 18VAC5-21-20, prescribed requirements for fees. The fees in the new
regulations are the same as the fees in the former regulations. However, revisions were
necessary to conform with the language of the revised statutes and to eliminate unnecessary
parts of I8VAC5-21-20. The Board therefore replaced the former 18VACS5-21-20 with the new
18VAC5-22-20.

18VACS5-22-30. Determining whether persons or entities to whom communications are
made, or for whom services are provided, are located in Virginia.

For the purpose of complying with Chapter 44 (§ 54.1-4400 et seq.) of Title 54.1 of the Code
of Virginia for communication to persons or entities located in Virginia or providing services
for persons or entities located in Virginia, persons are considered to be located in Virginia if
their primary residence for federal income tax reporting is located in Virginia, and entities
are considered to be located in Virginia if they conduct any activities in Virginia.

The notion of being located in Virginia is new and appears in different parts of the revised
statutes. For example:

a.Subsec tion 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.Subsec tion 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
Jfinancial results or for the separate entities. If services are provided only for the
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 new regulation, the Board used a practical solution that it believes

will best protect the public. Under the new 18VAC5-22-30, a person is considered to be located
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Overview of the Accountancy Regulations Effective September 16, 2010

in Virginia if his primary residence for federal income tax reporting is located in Virginia, and
an entity is considered to be located in Virginia if it conducts any activities in Virginia.

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.

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 title, as those
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 Virginia license:

1.I s providing services to the public using the CPA title if he provides 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 of the Code of Virginia.

2.1 s 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 new 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 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 presented in a separate section of the regulations. Two
illustrations of the broader application follow. Both illustrations show how the guidance in the
new 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 desc ription of services in subdivision 1 of the new 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 CPA title” in §
54.1-4400. The new 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 desc ription of services in subdivision 2 of the new 18VACS5-22-40—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 of services in the
definition of “providing services to an employer using the CPA title” in § 54.1-4400.

Page of 7 of 27
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Overview of the Accountancy Regulations Effective September 16, 2010

The new 18VACS5-22-40 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 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 example, the 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 of 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 place of business 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 reasonable considering
the facts and circumstances and can be based on quantitative or qualitative assessments. The
determination shall be reconsidered for changes in facts and circumstances that are not
temporary.

The notion of principal place of business appears in different parts of the revised statutes. For
example:

a.Subdivision A 1 of § 54.1-4409.1 says 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.Subsec tion 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 is in Virginia.

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 new 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 new regulation, the Board used a
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W\



Overview of the Accountancy Regulations Effective September 16, 2010

practical solution that it believes best protects the public. The requirement prescribed by the
new 18VACS5-22-50 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 regulations as a result of the
substantial equivalency provisions of § 54.1-4411.

18VACS5-22-60. 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
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 notification that the
accrediting organization is recognized by CHEA or its successor.

B. To determine whether a college or university is an accredited institution if it is accredited
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 with a task 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.

The former regulations, in 18VAC5-21-10, defined “accredited institution” generally as a
college or university accredited by one of the six major regional accrediting organizations. One
of the 2007 revisions to the statutes was (o define “accredited institution” but in a broader way
than the definition in the former regulations. Subdivision A 1 a of § 54.1-4409.2 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
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Overview of the Accountancy Regulations Effective September 16, 2010

degree, and an accounting concentration or equivalent in order to obtain a Virginia license.
Under the definition in § 54.1-4400, a college or university can be considered to be an
accredited institution if either—

a.iti s accredited by one of the six major regional accrediting organizations, or

b.iti s 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 new regulation provides requirements for how an accrediting organization can demonsitrate
substantial equivalence to the accreditation process and standards of the six major accrediting
organizations. The requirements are provided in two levels.

a.Re cognition of the accrediting organization by The Council on Higher Education
Accreditation (CHEA) is sufficient evidence of substantial equivalence, and publication
of the name by CHEA is sufficient notification.

b.The sec ond 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 new 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
Jorce 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 College at least
120 semester hours of education, a baccalaureate or higher degree, and an accounting
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
aof § 54.1-4409.2 of the Code of Virginia, obtaining an accounting concentration or

equivalent requires obtaining at a minimum:

1.24 sem ester hours of accounting courses, including courses in auditing, financial
accounting, management accounting, and taxation; and
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Overview of the Accountancy Regulations Effective September 16, 2010

2.24 sem ester 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.

With the exception of some required numbering and lettering changes, the new 18VAC5-22-70 is
the same as the emergency regulation that became effective May 14, 2009, and appeared in the
Jormer regulations as subsection B of 18VAC5-21-30.

18VA(CS5-22-80. Examination.
A. In order to comply with subdivision A 1 b of § 54.1-4409.2 of the Code of Virginia:

1.Ea ch section of the CPA examination must be passed by attaining a uniform passing
grade established through a psychometrically acceptable standard-setting procedure
approved by the board.

2.Persons m ay take sections of the CPA examination in any order.

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

4.W hen 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. 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. 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.

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

1.A br each of CPA examination security;
2.Una uthorized acquisition or disclosure of the contents of a CPA examination;

3.Suspec ted or actual negligence, errors, omissions, or irregularities in conducting a
CPA examination; or
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Overview of the Accountancy Regulations Effective September 16, 2010

4.Any other reasonable circumstances.

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

The former regulations prescribed examination requirements in subsection C of 18VAC5-21-30.
The Board replaced subsection C of 18VACS5-21-30 with the new 18VAC5-22-80. In drafiing
the new 18VACS5-22-80, the Board generally retained some of the requirements of subsection C
of 18VACS5-21-30 but updated and simplified the wording. In addition—

a.The de finition of “CPA examination” in § 54.1-4400 was 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 former regulations were time-
sensitive and are no longer necessary.

18VAC5-22-90. Continuing professional education.

A. 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. 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.

1.I fthe person also holds the license of another state and Virginia is not the principal
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 acceptable to the
board of accountancy of another state in which the person holds a license.

2.0the rwise, the ethics course shall conform with the requirements prescribed by the
board.

B. 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.I fthe 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.
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2.1 fthe 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.

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 acceptable to the 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 provided
services to the public using the CPA title or to an employer using the CPA title and did
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 complied with the
requirements of subsection A or B of this section as follows:

1.I fthe person became licensed during the current calendar year, he shall be considered
to have met the requirements of the subsection for the three-calendar-year period
ending with the current calendar year.

2.1 fthe person became licensed during the preceding calendar year, he shall be
considered to have met the requirements of the subsection 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.

3.1 fthe person became licensed during the calendar year prior to the preceding calendar
year, he shall be considered to have met the requirements of the subsection 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.

D. 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 title, he is 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 providing
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 the board for the
calendar year in which the person begins providing the services.

Page of 13 of 27

o



Overview of the Accountancy Regulations Effective September 16, 2010

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 requirements of this subsection.

E. If a person who has not held the license of any state applies for a Virginia license after
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 an ethics
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 passes the CPA
examination, by the end of the second calendar year, or later.

2.The ethics course shall conform with the requirements prescribed by the board for the
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 person applies
for the license and from the start of that calendar year to when he applies for the license
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.Attend ance 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 the
board;

2.Ta king courses at an accredited institution for credit;

3.Self-study courses, provided there is a method for determining that the person met the
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.W riting material that is relevant to providing services to an employer using the CPA

title or to the public using the CPA title, that is formally reviewed by an independent
party, and that is published in a book, magazine, or similar publication that is used by
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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 on a case-by-case
basis.

G. In determining whether a person has obtained the required number of hours of continuing
professional education:

1.Repe at presentations shall not be considered.

2.Nom ore than 30 hours from preparing for and making presentations shall be
considered during each three-calendar-year period.

3.0ne semester-hour of credit for courses at an accredited institution constitutes 15
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 years or grant
additional time for complying with the continuing professional education requirement,
provided that the waiver or deferral is in the public interest.

The former regulations prescribed requirements for continuing professional education in
18VACS5-21-170. The new 18VACS5-22-90 replaces 18VACS5-21-170. In addition, the new
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 requirement to obtain continuing professional education depends on whether
services are provided, not whether the holder of the Virginia license tells the person or entity for
whom he provides services that he is a CPA. A summary of the effect on the continuing
professional education requirements of adding the new 18VACS5-22-40 and replacing 18VACS-

21-170 with the new 18VACS5-22-90 follows.

a.The clarity of the ¢ ontinuing professional education requirements is improved
significantly.

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

c. Effective dates and cites that are no longer relevant have been eliminated.

d.The transit ion period presently available for persons who provide services to an
employer using the CPA title is not affected.

e. There has been no change in the amount of continuing professional education required.
The Board does not believe it is necessary to define an “hour of continuing professional
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education” because it is generally accepted nationally that an hour of continuing
professional education consists of 50 minutes. The “generally accepted nationally”
criterion is important because of the increasing need for consistency among states.

S The requirement to obtain continuing professional education in ethics now focuses on
professional ethics rather than the statutes and regulations and provides 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.

gltnow is  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 holde r of a Virginia license will still be able to use the CPA title in Virginia without
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 now is clear how to apply the three-calendar-year requirements after a person who has
not previously been licensed first obtains a Virginia license.

J. 1t now is 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 continues to have the ability to waive or defer the continuing professional
education requirements.

L. A holder of a Virginia license still needs to be able to document compliance with the
continuing professional education requirements.

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

n.There has be en 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
continues to be no limit on the amount of continuing professional education obtained
through writing that can be considered.

Although there has been no change in the amount of continuing professional education required,
as discussed on page 20, beginning with the calendar year ending December 31, 2011,
subsection A of the new 18VAC5-22-140 requires persons who release or authorize the release
of reports on attest services or compilation services to obtain a minimum of eight hours of
continuing professional education related to attest services or compilation services.
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18VACS5-22-100. Experience.

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 for a period
that is the full-time equivalent of one year. Whether other skills are relevant shall be
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 former regulations, in subsection D of 18VACS5-21-30, prescribed an experience
requirement that must be met prior to applying for a license. The new 18VAC5-22-100 replaces
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.

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
relevant, as determined by the Board, to providing services to an employer using the CPA
title or to the public using the CPA title.

Subdivision A 1 d of § 54.1-4409.2 says that the Board will prescribe an experience requirement.
The new 18VAC5-22-100, prescribes the experience requirement based on the definition of
“experience” in § 54.1-4400.

The first two sentences of the new 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 new 18VAC5-22-100 only requires
that the experience be obtained over a period that is the full-time equivalent of one year.

The last sentence of the new 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 CPA4 and count those services as experience. The new 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 experience.

The Board believes that, as result of subdivision A I ¢ of § 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 this requirement in the former regulations has not been effective in ensuring
that a person has obtained the needed experience.
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18VACS5-22-110. Demonstrating that a person’s education, CPA examination, and
experience are substantially equivalent to the requirements for obtaining 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 substantially
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 Board. The 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 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 new 18VAC5-22-110 makes that intention clear. However, subsection A of the new
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.

18V AC5-22-120. 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 Virginia license
or (ii) holds the license of another state and complies with the substantial equivalency
provisions of § 54.1-4411 of the Code of Virginia.

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 to persons or entities located in Virginia if the
Jirm’s personnel working on the engagement are generally either licensed or under the
supervision of a person who either—

a.holds a Vi rginia 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 new 18VAC5-22-120 makes
that intention clear.

18VAC5-22-130. Owners of firms who are not licensees.

Page of 18 of 27

Z\



Overview of the Accountancy Regulations Effective September 16, 2010

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 basis.

Subdivision D 2 of § 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 former
regulations, in subdivisions B 2 and C 2 of 18VAC5-21-60, prescribed 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 new 18VACS5-22-130 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 determining whether an individual is a passive investor.

18VACS5-22-140. 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 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.

B. Firms providing attest services or compilation services shall establish policies 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.

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 or compilation services shall meet
any additional requirements the Board prescribes. The former regulations, in subdivision B 2 of
18VACS5-21-50, generally imposed an experience requirement on those persons that was 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 former regulations may be sufficient for releasing or authorizing the release of
reports on attest services for less complex engagements but would likely not be sufficient for
other attest service engagements.
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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 new 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
Jacts 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
Sof §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 new 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 new 18VAC5-22-90. The new
requirement therefore does not increase the number of hours of continuing professional
education required.

At its September 16, 2010, meeting, the Board adopted the following policy deferring the
effective date of this requirement until the calendar year ending December 31, 2011:

The calendar year ending December 31, 2011, is the first calendar year for which persons
who release or authorize the release of reports on attest services or compilation services are
required to obtain a minimum of eight hours of continuing professional education related to
attest services or compilation services under subsection A of 18VAC5-22-140.

18VACS5-22-150. 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 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.

Subdivision D 6 of § 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 compilation services that is
approved by the Board, and to comply with any requirements prescribed by the Board in
response 1o the results of peer reviews. Section 54.1-4400 generally defines “peer review” as a
review of a firm’s attest services and compilation services conducted 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 former regulations was devoted to peer review, but changes in national
peer review requirements have made much of its requirements out-of-date. Because the 2007
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revisions fo 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 of peer review.

a. The first two are addressed by the new 18VAC5-22-150.

1.The new regulation requires that the fir m comply with all components of the
monitoring program in which it is enrolled. That clarifies that the intention of
subdivision D 6 of § 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 new regulation al  so 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 new 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.

18VACS5-22-160. Confidential consent agreements.

To determine whether to enter into a confidential consent agreement under subsection A of §
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 entities. The board
shall enter into no more than two additional confidential consent agreements with a person or
firm within 10 years after the first confidential consent agreement.

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 new 18VAC5-22-160 in response. Section 54.1-
4413.5 limits confidential consent agreements to minor violations, and the new 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 new 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. The Board is not required to enter into a
confidential consent agreement under any circumstances.

18VACS5-22-170. Communication between the board and licensees.

A. When requested by the board:
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I.Persons or firms 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 services for persons or entities located in
Virginia shall provide the board with support for their conclusion that they have
complied with applicable provisions of Chapter 44 (§ 54.1-4400 et seq.) of Title 54.1
of the Code of Virginia and this chapter.

2.F irms 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.

3.Person s or firms shall provide the board documents related to the board’s
investigation of their possible violation of provisions of Chapter 44 (§ 54.1-4400 et
seq.) of Title 54.1 of the Code of Virginia or this chapter.

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

B. 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.

C. The board shall transmit license renewal notices electronically unless a person 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 that
responsibility is not affected by whether the holder receives a license renewal notice.

A number of the former regulations required 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 new 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.Proofofafi rm’senrollment in a monitoring program and copies of reports and other
documentation related to acceptance of its peer review.

¢. 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 former regulations, which applied to firms.

The new 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. This requirement is the same as the
requirement in the former regulations.
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The former regulations, in subsection D of 18VACS5-21-80, said that renewal notices will be
mailed. At the time 18VACS5-21-80 was prescribed, electronic transmission was rare. However,
electronic transmission is rapidly becoming the norm. The new regulation therefore establishes
the presumption that renewal notices will be transmitted electronically unless a person is unable
to communicate electronically.

Subsection D of 18VACS5-21-80 of the former regulations noted that “failure to receive written
notice does not relieve the regulant of the requirement to renew and pay the required fee.”
However, the 2007 revisions added in § 54.1-4413.2 requirements for the renewal and
reinstatement of licenses and lifting the suspension of privileges. The new re gulation therefore
clarifies that the statutes place the responsibility for renewing a Virginia license on its holder
and that responsibility is not affected by whether the holder receives a license renewal notice.

APPENDIX A—THE FRAMEWORK FOR DETERMINING WHEN A HOLDER OF A
VIRGINIA LICENSE IS REQUIRED TO OBTAIN CONTINUING PROFESSIONAL
EDUCATION

Al. The Board’s mission is to protect the public, and the Board believes continuing professional
education should be required when it is necessary to protect the public. Since many licensees do
not provide services to the public, the framework for determining when a holder of a Virginia
license is required to obtain continuing professional education is structured according to two
categories of services—services provided to the public and services provided to an employer.

A2. Consistent with its mission of protecting the public, the Board believes licensees who
provide services to the public should be required to obtain continuing professional education.
However, the number of licensees who provide services to an employer in academia,
government, or industry now exceeds the number of licensees who provide services to the public.
Those licensees provide a wide variety of services to their employers, and the services often do
not require the use of skills a person needs to become licensed.

A3. Services provided to the public generally are three-party engagements—the licensee, the
person or entity who engaged the licensee to provide the service, and one or more third-party
users of the results of the service provided by the licensee. Services provided to an employer
generally are two-party engagements—the licensee and the employer.

A4. While there is no bright line in applying the Board’s mission to a two-party engagement, a
practical approach that best protects the public is to base the determination of whether continuing
professional education is required on the relative importance of the license to the employer. Two
illustrations of the notion of relative importance follow.

a. Ifalicensee becomes a sales representative for an entity, the fact that the person is
licensed is not important to the entity and requiring him to obtain continuing professional
education would not be consistent with the Board’s mission.
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b.I falicensee becomes the chief financial officer or the internal auditor of an entity, the
fact that he is licensed is important to the entity and requiring him to obtain continuing
professional education would be consistent with the Board’s mission.

AS5. The Board established two criteria for assessing relative importance—whether the services
the licensee provides to the employer require the use of skills that are relevant to determining
whether the licensee should be required to obtain continuing professional education and whether
the licensee uses those skills to fulfill a substantial portion of his responsibilities to the employer.

A6. The framework added to the accountancy statutes through the 2007 revisions is based on
three definitions that appear in § 54.1-4400:

a. 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.

b.Providing serv ices to an employer using the CPA title means providing to an entity
services that require the substantial use of accounting, financial, tax, or other skills that
are relevant, as determined by the Board.

c. Providing services to the public using the CPA title means providing 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.

A7. Under this framework—

a. Continuing professional education is only required when it is necessary to protect the
public.

b.Conti nuing professional education is considered necessary to protect the public when a
licensee either—

(1) provides services to the public or

(2) provides services to an employer that require the substantial use of skills that are
relevant to determining whether the licensee should be required to obtain continuing
professional education.

A8. The accountancy statutes do not require a licensee to obtain continuing professional
education if he does not provide services to the public and he does not provide services to an
employer that require the substantial use of relevant skills. However, the new regulations clarify
that in order for a licensee who is not required to obtain continuing professional education fo
begin providing these services:
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a. 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.
b.Conti nuing 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 licensee has
complied with that requirement.

A9. A Roadmap. A roadmap for applying the framework prescribed by the statutes follows.
a. Does the licensee provide services to the public?

(1) If the answer is yes, stop: the licensee is required to obtain continuing professional
education.

(2) If the answer is no, go to the next question.
b.Doe s the licensee provide services to an employer in academia, government, or industry?

(1) If the answer is no, stop: the licensee is not required to obtain continuing professional
education.

(2) If the answer is yes, go to the next question.

c. Do the services the licensee provides to the employer require the use of skills that are
relevant to determining whether he should be required to obtain continuing professional
education?

(1) If the answer is no, stop: the licensee is not required to obtain continuing professional
education.

(2) If the answer is yes, go to the next question.

d.Doe s the licensee use those skills to fulfill a substantial portion of his responsibilities to
the employer?

(1) If the answer is no, stop: the licensee is not required to obtain continuing professional
education.

(2) If the answer is yes, stop: the licensee is required to obtain continuing professional
education.

Al10. Ifalicensee is not required to obtain continuing professional education:

a. He is still permitted to use the CPA title in Virginia.
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b.I fhe begins providing services that would require him to obtain continuing professional
education, he will be subject to the continuing professional education requirements
prospectively and to protect the public will also be subject to a catch-up requirement that
must be met before he begins providing those services.

All. Practical Hlustrations. A series of practical illustrations follows to show how to
determine whether a licensee is required to obtain continuing professional education under the
new requirements and how the new requirements are less restrictive than the superseded
requirements.

Al12. Illustration 1. The managing partner of a CPA firm holds a Virginia license and leaves
the firm to become the chief executive officer of an entity. She only provides services that
would be expected of a chief executive officer. None of those services requires the use of skills
that would be relevant to determining whether she should be required to obtain continuing
professional education. She is therefore not required to obtain continuing professional education.
(The answer would have been the same under the superseded requirements.)

Al3.  lllustration 2. Change the facts in illustration 1 so that it later becomes apparent that the
chief financial officer may leave and not prepare the annual financial statements. The licensee
offers to prepare the annual financial statements if the chief financial officer leaves and a
replacement cannot be found in time. Preparing financial statements requires the use of skills
that are relevant to determining whether the licensee should be required to obtain continuing
professional education. However, the licensee has only offered to provide the service. Only
services provided are considered under the new framework. She is therefore not required to
obtain continuing professional education. (The answer would have been different under the
superseded requirements. Since they included offering to provide any services that require the
use of accounting skills, she would have been required to obtain continuing professional
education. Because the new requirements are less restrictive, the licensee is no longer required
to obtain continuing professional education.)

Al4.  lllustration 3. Change the facts in illustration 2 so that the chief financial officer leaves, a
replacement cannot be found in time, and the licensee prepares the annual financial statements.
Preparing financial statements requires the use of skills that are relevant to determining whether
the licensee should be required to obtain continuing professional education. However, the
licensee does not use those skills to fulfill a substantial portion of her responsibilities to the
employer. She is therefore not required to obtain continuing professional education. (The
answer would have been different under the superseded requirements. Since they included
providing any services that require the use of accounting skills, she would have been required to
obtain continuing professional education even though this was a special, one-time situation.
Because the new requirements are less restrictive, the licensee is no longer required to obtain
continuing professional education.)

Al15.  Illustration 4. The general manager of a car dealership holds a Virginia license. Each
year, he prepares the dealership’s federal and state income tax returns. Preparing income tax
returns requires the use of skills that are relevant to determining whether the licensee should be
required to obtain continuing professional education. However, the licensee does not use those
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skills to fulfill a substantial portion of his responsibilities to the employer. He is therefore not
required to obtain continuing professional education. (The answer would have been different
under the superseded requirements. Since they included preparing tax returns for an employer,
he would have been required to obtain continuing professional education even though he did not
use those skills to fulfill a substantial portion of his responsibilities to the employer. Because the
new requirements are less restrictive, the licensee is no longer required to obtain continuing
professional education.)

Al6. Ifin addition to preparing the dealership’s tax returns, the licensee also prepares income
tax returns for a few relatives and friends as a side venture, he would be considered to be
providing services fo the public and is required to obtain continuing professional education.
(The answer would have been the same under the superseded requirements.)

Al7.  llustration 5. A licensee is a project manager for an entity that develops real estate. His
responsibilities include analyzing potential sites for their development potential and making
recommendations to the owners of the entity, preparing budgets for projects adopted, and
analyzing and reporting significant variances between budgeted and actual results. The
development of prospective information and the financial analyses are services that require the
use of skills that are relevant to determining whether the licensee should be required to obtain
continuing professional education. However, the licensee does not use those skills to fulfill a
substantial portion of his responsibilities to the employer. He is therefore not required to obtain
continuing professional education. (The answer would have been different under the superseded
requirements. They included providing any services that require the use of accounting skills and
reports on financial advisory services for an employer. Because the new requirements are less
restrictive, the licensee is no longer required to obtain continuing professional education.)

Al18.  [llustration 6. A licensee is the development director of a not-for-profit organization. A
significant part of his responsibilities is consulting with potential donors and their advisors about
the income tax and estate tax planning considerations for making contributions to the
organization and obtaining and allocating federal and state tax credits. Those services require
the use of skills that are relevant to determining whether the licensee should be required to
obtain continuing professional education. In addition, the licensee uses those skills to fulfill a
substantial portion of his responsibilities to the employer. As a practical matter, the fact that he
is licensed was likely an important consideration to the organization in hiring him. He is
therefore required to obtain continuing professional education. (The answer would have been the
same under the superseded requirements. They included furnishing advice on tax matters for an
employer.)
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Virginia Board of Accountancy January 2011

Practical Aspects for Maintaining Licensure

Continuing Professional Education (CPE) Requirements for Licensed CPAs in Virginia

The requirement to obtain CPE depends on whether services are provided by licensed Virginia
CPAs to the public or to an employer. In general, there are 3 categories of CPE requirements:

1. If during the current calendar year a person who holds a Virginia license provided services
to the public using the CPA title, he must obtain at least 120 hours of CPE during the 3
calendar-year period ending with the current calendar year. For each of the calendar
years in that period, he must obtain at least 20 hours of CPE, including a Virginia-specific
ethics course of at least 2 hours. The course outline is approved by the Virginia Board of
Accountancy (VBOA).

Beginning in calendar year 2011, persons who release or authorize the release of
reports are required to obtain at least 8 hours each year of CPE related to attest
or compilation services.

2. 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 must obtain a minimum number of hours of CPE determined as follows:

a. If the current calendar year is 2009 or 2010, the person must obtain at least 90 hours
of CPE during the 3 calendar-year period ending with the current calendar year. For
each of the calendar years in that period, he must obtain at least 15 hours of CPE,
including a Virginia-specific ethics course of at least 2 hours.

b. If the current calendar year is 2011 or later, the person must obtain at least 120 hours
of CPE during the 3 calendar-year period ending with the current calendar year. For
each of the calendar years in that period, he must obtain at least 20 hours of CPE,
including a Virginia-specific ethics course of at least 2 hours.

3. 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 title, he is not
required to obtain CPE during the 3 calendar-year period ending with the current
calendar year. However, in order to begin providing those services:

a. He is required to have obtained at least 120 hours of CPE prior to providing the
services, including a Virginia-specific ethics course of at least 2 hours.

b. The Virginia-specific ethics course shall conform with the requirements prescribed by
the Board for the calendar year in which the person begins providing the services.
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Practical Aspects for Maintaining Licensure

Will the VBOA accept any class/certification/course as CPE?

» Effective 10/6/99 the VBOA no longer requires CPE providers to obtain approval to
conduct CPE classes for licensed CPAs in Virginia.

e The subject matter of the CPE is left up to the individual CPA. In general, as long as
the CPA receives a certificate of completion that clearly shows the sponsor’s
name, participant’s name, course/content name, date taken, and CPE hours
earned, it will qualify as valid CPE credit.

o The VBOA conforms to the nationally generally accepted guideline that one
credit hour of CPE consists of 50 minutes of instruction.

o When selecting CPE classes, it is important to remember that the VBOA defines
CPE as: 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.

The provider does not issue CPE credits for a course I've taken. Will the VBOA grant CPE credit?

Be aware that the VBOA itself does not pre-approve, or verify, any course, seminar or
publications (writing material) as qualifying for CPE at this time. The certificate of completion or
other documentation must include the number of CPE credits awarded by the provider. Writing
materials will be evaluated on a case-by-case basis considering the specific facts and
circumstances.

License Renewal

Do I have the correct amount of CPE to renew my license?

When renewing your license you must certify that you met your CPE requirements for the CPE
reporting cycle in question. The CPE reporting cycle is ALWAYS the 3 CPE reporting years
immediately preceding the current year - therefore, at renewal, you must have already obtained
the required number of CPE for the reporting cycle. The CPE reporting year is based on a
calendar year - you have between January 1 and December 31 of each year to obtain the
required minimums; however, you must have the total required CPE at the end of each 3 year
rolling cycle (including 2 hours of Virginia-specific ethics course each year).

32
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Practical Aspects for Maintaining Licensure

I did not receive my renewal notice, what should I do?

The VBOA sends courtesy renewal notices 30 days prior to your license expiration; however,
failure to receive notice does not relieve the licensee of the requirement to renew and
pay the required fee. The date the VBOA receives the renewal fee will determine whether
other fees are due. Late fees or reinstatement fees will not be refunded or waived.

Providing Updated Contact Information

Each licensee must notify the VBOA in writing within 30 days of any change of physical address,
email address or name. Failure to provide updated contact information could result in your
inability to receive any critical email notices (e.g., CPE audit selection notification, renewal
notices, etc.) from us.

It is important to note that the CPA is ultimately responsible for his compliance by

adhering to the Code of Virginia and Board regulations. Familiarize yourself with the
Virginia Board of Accountancy regulatory requirements!
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Commonwealth of Virginia

Board of Accountancy
3600 West Broad Street, Suite 378
Richmond, Virginia 23230-4916 Office (804) 367-8505

Official Complaint Form

How to File a Complaint

I Include names, addresses, and phone numbers of the person(s) making the complaint and
the Certified Public Accountant (CPA) or CPA firm against which the complaint is being
filed.

2. Include accurate dates of when alleged actions occurred.

3. List all actions taken by the CPA or CPA firm that you felt were done improperly or
unprofessionally.

4. Please tell the Board what actions you have taken to resolve this matter with your CPA or
CPA firm.

5. Attach all legible supporting documentation to substantiate your allegations.

Complaints that do not contain specific allegations cannot be processed by the Board.
Anonymous complaints will be accepted when there are enough dates and facts to
provide the Board with probable cause to investigate.

What will happen when you file an Official Complaint

1. A copy of this complaint form and all supporting documentation will be
sent to the CPA or CPA firm to use in the preparation of the response.

2. Your complaint will be investigated and the Board’s Enforcement Committee will review
the matter to determine if there is a violation of the statutes and regulations governing the
practice by CPAs and CPA firms in the Commonwealth.

3. The investigation will be closed when there is a lack of evidence to indicate that a
violation has occurred.

4. The Board may take disciplinary action to suspend, revoke, impose monetary penalties,
or fail to renew a license when there is a regulatory violation.

5. The Board of Accountancy cannot assist you with a fee dispute. Fee disputes are matters
that can be resolved through the courts.

6. All closed complaints are available to the public.

You will be notified when the case has been closed and the action taken by the Board of
Accountancy.
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Print, complete and Mail:

WHO IS MAKING THIS COMPLAINT?

NAME:
ADDRESS
HOME PHONE WORK PHONE

WHO IS THE CPA/CPA FIRM THAT THIS COMPLAINT IS AGAINST?

NAME
ADDRESS
HOME PHONE WORK PHONE

List dates and actions by the CPA/CPA firm that vou felt were performed im properly or
unprofessionally.

List all names of all individuals involved in this matter and their relevance.

Specify what actions vou have taken to resolve this matter with vour CPA or CPA firm.

Location(s) where work was performed (complete address).

If more than one person or business is involved in this complaint, please specify who
physically performed the work.
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Was this a written contract (please attach a copy) or a verbal acreement?

PLEASE ATTACH ALL SUPPORTING DOCUMENTATION TO SUBSTANTIATE ALL
ALLEGATIONS MADE IN THIS COMPLAINT.

This space is provided to vou for additional comments.

Remember to attach all supporting documentation!!
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