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 STATE OF MARYLAND

BOARD OF PUBLIC ACCOUNTANCY

August 5, 2014
LOCATION:


500 North Calvert Street





Baltimore, Maryland 21202 

Third Floor Conference Room

MEMBERS 

IN ATTENDANCE:

Elizabeth Gantnier 





Mac Claxton

Naomi Powell




Ross Ehudin
Arthur Flach
MEMBERS ABSENT:

Phillip J. Korb
Clifton B. Jeter
DLLR OFFICIALS/STAFF:

Dennis L. Gring, Executive Director




Linda L. Rhew, Administrative Officer





Matthew Lawrence, Counsel




Norbert Fenwick, CPE Consultant




Shontae Moore, Office Secretary

Janet Morgan, Outreach Coordinator




Douglas Blackstone, Director, Board of Individual Tax Preparers
OTHERS PRESENT:
Tom Hood, MACPA


Clem Mueller, PROC

Alverta Steinwedel, MSA

Bobby Buchanan, MSA


Shirley Buchanan, MSA


The August 5, 2014 meeting of the Maryland Board of Public Accountancy was called to order at 9:03 AM by Elizabeth Gantnier, Chair.
Upon a motion (I) by Mr. Claxton, and seconded by Ms. Powell the minutes of the June 3, 2014 meeting were approved, with minor corrections. 

Chairman’s Report

Ms. Gantnier  reported that the Auditing Standards Board (ASB) was requested by the AICPA national peer review committee to look at Quality Control standards to determine what, if any, changes need to be made in light of the ERISA audit issues uncovered by the U.S. Department of Labor.. The ASB feels the standards are adequate, but are currently assessing if any practice aides or application guidance could be provided.  One has to be competent before accepting an engagement.  It appears that not all firms have robust client acceptance procedures. The national peer review committee is meeting tomorrow in Denver with members of the NASBA compliance assurance committee to discuss.


Ms. Gantnier requested that Mr. Claxton work with staff to determine if the current Code of Professional Conduct (COMAR 09.24.01.06) need to be modernized.

The Continuing Professional Education Regulations draft has been provided to all Board members.  Please send comments back prior to the September meeting.

The NASBA Annual meeting in November is in Washington DC.  Please consider attending some and or all of the meeting.  Please look at the 2015 proposed Board meeting dates and identify any known conflicts by the September meeting.  Note the September meeting is Sept 9th  and the Nov meeting is Nov 7th.

Ms. Gantnier gave the condolences of the Board to Mr. Ehudin on the recent passing of his mother.  Ms. Gantnier also congratulated Mr. Ehudin on the establishment of an award established in his father's name.

Executive Director’s Report  
Mr. Gring reviewed the NASBA Regional meeting of June 3-6, 2014.  Of special interest were about changes in both basic accounting education as well as in forms of continuing professional education, practice monitoring and standard setting.

Mr. Gring reported that staff has been analyzing the data on audits of employee benefit plans submitted pursuant to the Employee Retirement Income Security Act (ERISA) that was provided to the Board by the U.S. Department of Labor.  The DOL reported that 1,639 Maryland employee benefit plans audits were performed. In reviewing this data, it appears that up to 90 out-of-state CPA firms or individuals may have performed these audits without a Maryland permit or license.  Further research will be performed this month and  a report will be given at the September meeting.
Exam Appeals

There were no Exam Appeals.

Education Report

Ms. Powell presented the Education Report for Mr. Korb. There were four (4) Transfer of Grades and  four (4) regular reciprocal  application approvals.  There was one Transfer of Grades denial:

TGD-0814-01 was denied due to not documenting the completion of a three semester credit-hour course in ethics.
Upon a motion (II), by Mr. Flach, and seconded by Mr. Claxton, the Board unanimously approved the Education Report.

Experience Report

Ms. Powell presented the Experience Report.  There were 11 (eleven) (4/10) application approvals and 84 (eighty-four) Maryland Candidate license application approvals during the period June 3, 2014 through August 4, 2014. There were no application denials.
Upon a motion (III), by Mr. Claxton and seconded by Mr. Flach, the Board unanimously approved the Experience Report.

Firm Permit Report

Mr. Claxton presented the Firm Permit Report.  Eleven (11) firm permit applications were approved. There were no firm application denials.
Upon a motion (IV), by Mr. Flach, and seconded by Ms. Powell, the Board unanimously approved the Firm Permit Report.

Peer Review Oversight Committee Report
The Peer Review Oversight Committee (PROC) Report was presented by Art Flach.  He reported that a Peer Review Oversight Committee meeting was held on July 23, 2014.  Present at the meeting were Mary Beth Halpern (MACPA), Clem Mueller (PROC), Mike Manspeaker (MACPA Peer Review Committee and himself.

Discussion initially centered on background of peer review process and specifically on the DOL inquiry.  Items that may have led to firms being on DOL list include:

1. At the time the Firm had their peer review conducted, they were not engaged to perform the employee benefit plan audit. Case in point- Plan met 120 participant audit requirement and this was determined after year end. TPA notifies client during 5500 preparation process that they need to have an audit done and they contacted audit firm.
2. Firms had systems reviews done but the Employee Benefit Plan Audit (EPB) engagement was not selected for review.  EPB are a must select for purposes of peer review and the peer review report must disclose that the plan was selected and state so in the report..

3. Confusion over Scheduling Information Form. For the 2012 peer review year, most employee benefit plan audits with calendar year ends would not have had the audit work done until 2013. How do you provide scheduling information for a 2012 plan when no work was conducted until 2013? Do you go back to the 2011 plan and select that engagement for review? Suppose this is the first year that the engagement is taking place.  Recommendation:  Give clarification information with the scheduling information form as to how you determine applicability of peer review to EPB engagements.

4. How could firms not disclose they were doing EPB engagements on the Scheduling Information Form?

5. Is failure to disclose a Peer Review Matter or Ethics matter?

6. Confusion over the Peer Review Requirements for Employee Benefit Plan Audits

7. Lack of understanding by practitioners as to their responsibility. Recommendation: Post article on Peer Review for Employee Benefit Plan Auditors on state board website and in publication (the Account Balance). Provide information at Town Hall meetings of MACPA.  Post on MACPA website.

8. What does state board do when they are approving firm licenses?

9. Is there a Peer Review check on the FSBA? Should there be?

10. What happens when a Peer Review report is recalled?

11. Under the new rules which are effective May 28, 2014, the recall guidance has been revised to require the peer reviewer to recall the peer review report when the error or omission is considered to be a material departure from standards.  The failure to review a must select engagement is a material departure from standards.

12. Change in recall of peer review documents 

13. AICPA will pull the documents from FSBA (Facilitated State Board Access) site Firm must agree to new peer review within 90 days and replacement report must be done and documents submitted to administering entity within 90 days.

14. Discussion:  How does a Peer Review recall impact a Firm’s license? Firm must pay for and have another peer review conducted with the EPB engagement subjected to the review. 

15. Remediation action could also include a pre-issuance review by a competent third party which could include a member of the peer review team or the hiring of an accounting and auditing professional to oversee these engagements.  Often times also includes CPE as well. 

16. Discussion: Should Maryland consider specific accounting and auditing as part of the 40 hour CPE requirement 

17. What can the administering entity (AE) disclose to the state board?

18. Limited to providing information contained in .146 of the standards.  From AICPA FAQs (You cannot advise the state board that the firm’s review has been recalled or that the firm is undergoing a replacement review).

Background on DOL Review

The DOL provided AICPA with a cross check of firms listed on Form 5500 whose peer review did not appear to include ERISA engagements:  4,918 – Firms included on DOL list provided to AICPA ;  1,162 – Firms on DOL’s list did not have employee benefit plan audits (EBP) included in their most recently completed peer review.  Note: This does not mean that the firm was dishonest – there could have been a clerical error in the reporting or the first time the firm performed an EBP engagement was in 2011.

· Twenty Seven (27) Maryland firms identified by AICPA for further research

· 17 – Total number of Maryland firms MACPA has initiated followed up on, so far.

· 3 – Review were not yet closed, and reviewer returned to firm to review EBP engagement and submitted an updated report

· 1 – Firm merged and no longer performed the EBP engagement

· 1 – Firm already notified MACPA and was in process of scheduling a system review

· 1 – Team Captain and committee determined no additional action required since engagement was subsequent to the completed peer review.

· 7 – Firms agreed to undergo a system review within 90 days. 

· 2- Awaiting signed Notice Of Discovery Letter

Upon a motion (V), by Ms. Powell, and seconded by Mr. Claxton, the Board approved the Peer Review Report.
New Business 

The Department of Labor ERISA Financial Statement Report was discussed by the Executive Director and in Mr. Flach’s PROC Report. 
The Board recessed for ten minutes at 10:51 AM and resumed open session at 11:03 AM.
Old Business 

Mr. Gring elaborated on the CPE policy and reporting group.  A meeting has been scheduled on September 4, 2014, with MACPA and MSA to review technical specification for data migration of CPE inventory for the organizations’ CPE tracking inventory for their members to the prototype system developed for the Board by NASBA.  Once thoroughly tested, this system will be used to replace the current CPE auditing process and, ultimately, will replace the way CPE is reported to the Board.  
Upon  a motion (VI) by Mr. Flach, and seconded by Mr.  Ehudin, the Board approve license list of select samples for a survey by the AICPA/NASBA Board of Examiners.
Executive Session
Upon a motion (VII) by Ms. Powell, and seconded by Mr. Claxton, the Board went into Executive Session in the 3rd Floor Conference Room, 500 N. Calvert Street, Baltimore, Maryland 21202 at 11:13 AM.  The purpose of this session was to consult with counsel.  This session is permitted to be closed pursuant to State Government Title Section 10-508(a), (7).  It returned to the regular business meeting at 11:39 AM upon a motion (VIII) by Mr. Flach and seconded by Mr. Claxton.

Mr. Ehudin presented the Complaint Committee Report on behalf of Mr. Jeter.  Mr. Ehudin reported that the Board opened 11 complaints during the period June 3, 3014 and August 4, 2014.  Five (5) complaints were closed as follows : CPAS 13-0010, CPAS 14-0023, CPAS 14-0035, CPAS 14-0044, and 14-0046. Mr. Ehudin also reported that two complaints are being reviewed for potential administrative charges and, five complaints have been referred for investigation. 
Upon a motion (IX) by Mr. Flach, and seconded by Ms. Powell, the Board approved the Complaint Committee Report.
Upon a motion (X) by Mr. Claxton, and seconded by Ms. Powell, the Board took the following actions:

1. EXA-0814 -approved a request for reasonable accommodations under the American’s With Disabilities Act for an applicant.

2. EXB-0814 approved a request for reasonable accommodations under the American’s With Disabilities Act for an applicant.
3. EXC-0814 approved a request for reasonable accommodations under the American’s With Disabilities Act for an applicant.

4. EXD-0814 approved a request for reasonable accommodations under the American’s With Disabilities Act for an applicant.

5. EXF-0814 approved a request for reasonable accommodations under the American’s With Disabilities Act for an applicant.

6. EXG-0814 approved a request for reasonable accommodations under the American’s With Disabilities Act for an applicant.
7. EXH-0814  approved one license renewal applicant who  answered yes to a conduct question on the application.

In EXE-0814, Upon a motion (XI) by Mr. Flach, and seconded by Mr. Ehudin the Board denied one license renewal/reinstatement applicant who has various convictions. 
Upon a motion (XII), by Mr. Claxton, and seconded by Ms. Powell, the Board adjourned at 11:40 AM.
NEXT MEETING 

Tuesday, September 9, 2014, 500 North Calvert Street, Third Floor, 9:00 AM

__ ___ With corrections   
____ Without corrections 

_______________________________________      ____________________                     
                       Chairman                                                         
     Date 
