





BAnwnr
-Suite Ciipitol
Juneau.AK ‘WHOI
oH74i 54 Jireei
XIHJ 4".X-4'>50 toll Iree
W07 4<.5-4»»7*i lax

liihniii
7|f*\V4 Avenue
Aiu.lnu.iee, AK uusoi
utr :i»>J-0244 olliee
«tr :t."M»24X fax

t/em/'iv

lliMixe | in.uiee ( lunmitiee

| eei Litne limpet
V \tulii i umutiitee

Ihm\i Distrii 1JJ
| aitle Riwr
Anelioi.iee
R.imhmv
liuliau
liiitl
tillil\\iu)1l
IV.rtuee
\\ luinef
Sunn-.

Hope

Representative Mike Hawker

Alaska State Legislature

House Bill 64
Sponsor Statement

“An Act extending the termination date for the Board of Public
Accountancy; and providing for an effective date."

House Bill 64 extends the sunset date of the Board of Public
Accountancy (BOPA) until June 30, 2C09, in accordance with
recommendations of the Legislative Auditor.

The board consists of five certified public accountants and two
public members. Board members are appointed by the Governor
and confirmed by the Legislature. The board adopts regulations to
carry out the laws governing the practice of public accountancy in
Alaska. It makes final licensing decisions and takes disciplinary
action against people who violate the licensing laws.

The board has been working proactively with the Alaska Society of
Certified Public Accountants (ASCPA) and individual CPAs to bring
Alaska into conformance with national professional testing
standards and to make Alaska more attractive to multi-state
businesses by making our accountancy statutes more consistent
with the American Institute of the Certified Public Accountants
Uniform Accountancy Act.

The legislative auditor has concluded the BOPA meets the statutory
requirements of public need and is in compliance with AS
08.01.065(c), which requires occupational licensing fees to cover
the regulatory costs of that occupation. A letter from the ASCPA.
the accountants' professional organization, endorsing
reauthorization of the BOPA is included in the bill package.

Accordingly, the best interests of Alaska's business and
professional communities will be served by your support of this

reauthorization.

li.ml.tie,/ 1i"N- >idii.it. ux wulikre>|<iiMii .uix.'ir™ 1i.mTi



HOUSE COM M ITTEE REPC T

g]zg?e Referred to Committee: .January 24, 2005 FURTHER REFERRALS:
Date of Committee Action: ~ (-05

The FINANCE Committee considered: nit 64

HOUSE BILL NO. 64 EXTEND HOARD OF PUBLIC ACCOUNTANCY

"An Act extending Hie termination date for the Hoard of Public Accountancy; and providing lor an effective
date."

Recommends it lie replaced with | j1CS or | |CSlor J J

For Senate Hills with new title: / j Technical Title / ]ilcw Title: ICR_ i |Same Title 1 JNew Title

| |attach amendments
| |add new referral to. Committee
| | Letter of Intent Committee

hstol FISCAL NOTES PREVIOUS FISCAI.NOTES

Lk AVSIF
* IAF "hi ' Jailk' H
for Assitriied h> C'hicf C'Jeik's Office List liv )cpt(s): | FN#  Fiscal | Indet. j Zero

Ih/ils. List by Di'pKs): | *LNW | Fiscal | Indet. j Zero
ADM
OKI)
(0K
CRT

N

nro
<oV
11SS
I\
W
IAL
MVA
1INK
nrs
kilv
nor
LA

1 y

- - -I - M - -.
Siunini! with recommendations Printiil Last Nare

fij), Hgwifcev  t X
IOMr&oclL X
yC'
idi it;
rb>5Tcfc/

><<

5 -Tin7?%
fez Jv\iCc L™ v 1S’

CMr:
y



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 1
2005 LEGISLATIVE SESSION Bill Version: HB 64
(H) Publish Date. 1/24/05

Revision Date/Time (Note if correction): Dept Affected: Commerce
Title Extend Board of RDU Occupational Licensing (117)

Public Accountancy Component Occupational Licensing
Sponsor HAWKER. Stolize
Requester House Labor and Commerce Component No. 2360

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2006 FY 20076 FY 2008 FY 2009 FY 20010 FY 2011
Personal Services 0.0 51 6 51.6 51.6 51.6

Travel 0.0 19.5 195 19.5 19.5
Contractual 0.0 54.9 54.9 54.9 54 9

Supplic s 0.0 1.0 1.0 1.0 1.0

Equipment

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0 127.0 127.0 127.0 127.0

CAPITAL EXPENDITURES |

CHANGE IN REVENUES (1156 ) 0.0 127 0 127.0 127.0 127.0

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other 1155 - Receipt Supported Services 00 127 0 1270 127 0 127 0
TOTAL 0.0 127.0 127.0 127.0 127.0

Estimate of any current year (FY2005) cost: 127 0
Mark this box (X) if funding for this bill is included in Ihc Governor’s FY 2006 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqge ilnecessary)

I he bill extends the Doard of Public Accountancy to June 30. 2009. In accordance with AS 08.03 020,
funding is extended one year following the termination date allowing the Board to conclude its affairs

2006 funding is included in the Operating Budget request. The costs shown for subsequent fiscal years
reflect the direct costs included in the FY 2006 budget New funds are not required to implement this bill

FY

Phone (907)465-2144

Prepared by Jennifer Stricklcr, Administrative Manager
Dale/Timo 1/21/05 12 27 Pf.l

Division Occupational Licensing

Approved by Edgar Blalchlurd Commissioner Date 1/21/2005

Agency Commerce. Community & Economic Development
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Renrescntative Mike Hawker
State Capital, Room 502
Juneau, AK 99801-1182

Honorable Mike Hawker:

I would like to inform ihc State Legislature that the Alaska Society ot Certified Public
Accountants would like you to reauthorize the Alaska State Board of Accountancy.

If you have any questions regarding this, please feel free to contact me at anytime in
Anchorage at 907-272-1421

--------- -CPA
Chairman of the Legislative Committee
Past President of the Alaska Society of Certified Public Accountants



November 5, 2004

Members of the Legislative Budget
and Audit Committee:

In accordance with the provisions of Title 24 and Title 44 of the Alaska Statutes, the attached
report is submitted for your review.

DEPARTMENT OF COMMERCE, COMMUNITY,
AND ECONOMIC DEVELOPMENT
BOARD OF PUBLIC ACCOUNTANCY
October 25, 2004
Audit Control Number
08-2002 7-05

This audit was conducted as required by AS 44.66.050 and under the authority of
AS 24.20.271(1). Alaska Statute 44.66.050(c) lists criteria to be used to assess the
demonstrated public need for a given board, commission, agency, or program subject to the
sunset review process. Currently under AS 08.03.010(c)(1), the Board of Public
Accountancy is scheduled to terminate on June 30, 2005 and has one year in which to
conclude its administrative operations. We recommend that the legislature extend the board’s

termination date to June 30, 2009.

Article 1X; Section 14 of the Alaska Constitution, requires that the position of Legislative
Auditor be filled by a certified public accountant (CPA). Likewise, the professional staff at
the Division of Legislative Audit are either licensed or are pursuing licensure as CPAs. Since
the board is responsible for licensing and regulating CPAs, our agency does not meet the
independence standard required by generally accepted government auditing standards.
Therefore, we are disclosing our lack of independence and the resulting lack of adherence to

that auditing standard.

Except for the issue related to the independence standard discussed above, the audit was
conducted in accordance with generally accepted government auditing standards. Fieldwork
procedures utilized in the course of developing the findings ami discussion presented in this

report are set out on page one of this report.

Pat Davidson, CPA
| egislative Auditor
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Q BJKCTIVES. SCOPE, AND iMETJiQDQLQGy

In accordance with Title 24 and Title 44 of the Alaska Statutes, we have reviewed the
activities of the Board of Public Accountancy (BOPA). As required by AS 44.66.050(a), the
legislative committees of reference are to consider this report during the legislative oversight
process involved in determining if the board should be reestablished. Currently,
AS 05.03.010(c)(1) states that the board will terminate on June 30, 2005. If the legislature
does not extend the termination date for the board, BOPA will have one year to conclude its

administrative operations.

Objectives
The three central, interrelated objectives o< our report are:

1. To determine if the termination date of the board should be extended.

2. To determine ifthe board is operating in the public interest.

3. To determine if the board has exercised appropriate regulatory oversight of certified
public accountants.

The assessment of the operations and performance of the board was based on criteria set out
m AS 44.66.050(c). Criteria set out in this statute rela: % to the determination of a

demonstrated public need for die board.

Scope and Nlethodolouv

Another auditor at our direction, and under our supervision, conducted a majority of this
review. We are satisfied that the contractor's work was competent and sufficient. The other
auditor is subject to the licensing and regulatory oversight of the Board of Public
Accountancy. However, neither the other auditor nor our agency is independent as to the
licensing and oversight of the board. Government audit standards require that any time the
auditor is not free both m fact and appearance from personal, external, or organizational
impairments, the "...impairment should he reported in the scope section of the audit report

This lack of independence is so noted.

Our audit reviewed the operations and activities of the Board of Public Accountancy for the
period FY 01 through i Y 04.



During the course ofour examination, wc reviewed and evaluated the following:

1

Compliance with statutes and regulations related to the certification ol' public
accountants. Our evaluation addressed considcruiions of applications, testing ol
candidates, and continuing education necessary for a certified public accountant to
maintain their license in good standing.

Minutes of meetings of the Board of Public Accountancy.

. Annual reports issued by the board.

Complaints filed with the Division of Occupational Licensing.

The emtract between the National Association of State Boards of Accounting, the
American Institute of Certified Public Accountants, and a private corporation ~ Thomson
Prometric related to the administration of the Uniform Certified Public Accountant

Examination.

We also conducted interviews with employees of the Division of Occupational Licensing
within the Department of Commerce, Community, and Economic Development.

We attended a teleconference of a subcommittee of the board charged with trying to
arrange for additional testing sites in Alaska for CPA licensure applicants.

Other documents deemed pertinent.



S'IXATION AND rUNCTIOJxJ

The Board of Public Accountancy is established under the authority of AS 08.0-1.010. The
seven member board is appointed by the governor to four-year staggered terms,

Board Membership Board of Public Accountancy

Five of the members must be certified public (As of June 24,2004)

accountants or public accountants currently licensed
in the State of Alaska. Two members represent the
general public. See the listing to the right for hoard

Professional Members

members as of June 24, 2004. Steven R. Tarola, Chair. CPA
Marjorie J. Kaiser, CPA

The board is responsible for safeguarding the public Sandra R Wilson, CPA

interest by ensuring the competence and integrity of Dan F. Kennedy, CPA

those who hold themselves out to the public as

certified public accountants. Public Mermber

Board Duties
Laura Welles

The board evaluates the qualifications of candidates,

administers examinations, issues certificates and
licenses to practice, promulgates rules of professional conduct, and takes disciplinary action.

The board charged by statute with granting a certificate of "Certified Public Accountant”
(CPA) to individuals at least Id years of age and of good moral character that:

1. llave satisfied the applicable education requirements;
2. Have passed written examination requirements; and.

3. tlaw pro\ ided evidence of satisfactor\ work experience.

The Department of Commerce, (‘omimimtv. and Fconomic Development. Division of
(tecupalional 1 iccnsnig

The Department ot Commerce, Community, and Fconomic Development. Division of
Occupational Licensing provides administrative and investigative assistance to the Board of
Public Accountancy. Administrative assistance includes budgetary services and functions



such as collecting fees, maintaining files, receiving and issuing application forms, and
publishing notices of examinations and meetings.

Alaska Statute 08.01.065, mandates the Department of Commerce, Community, and
Economic Development, with the concurrence of the Board, adopt regulations to establish
the amount and manner of payment of application fees, examination fees, license fees,
registration fees, permit fees, investigation fees, and all other fees as appropriate for the

occupations covered by the statute.

Alaska Statute 08.01.087 empowers the Division of Occupational Licensing (OccLic) with
the authority to act on its own initiative or in response to a complaint. OceLic may:

1 Conduct an investigation if it appears a person is engaged or is about to engage in a
prohibited professional practice.

2. Bring an action in Superior Court to enjoin the act.
3. Examine the books and records of an individual.

4 Issue subpoenas for tin a.\ udance ot witnesses and records.



f | EPOKT CONCLUSIONGg

In our opinion, the termination date for the Board of Public Accountancy (BOPA) should be
extended. The board is serving a public interest by operating in an effective manner in its
licensing and regulation of certified public accountants and public accountants. The board is
acting in the public interest by promoting the competence and integrity of those who hold
themselves out to the public as certified public accountants (CPAs) or public accountants

(PAS).

The board continues to make regulation changes, improving its effectiveness of monitoring
CPAs and PAs licensed in the State of Alaska; making sure they are competent and capable
of maintaining the integrity of the profession. The board is proactively attempting to restore
testing sites to Juneau and Fairbanks for the Uniform Certified Public Accountant
Examination - which have been closed with the implementation ofa new testing process by

the American Institute of Certified Public Accountants.

\laska Statute 08.03.010(c)(1) requires the Board of Public Accountancy be terminated on
June 30.2005. Under AS 08.03.020, if the termination date is not extended by the legislature,
the board will have a one-year period to administratively conclude its affairs. We recommend

the legislature extend the board’s tori tination date to June 30. 2009.



piN niNOS AND RECOMMENDATIONC

Recommendation No. 1

BOPA should continue to be proactive in providing better access lo its primary lieensine
examination - the Uniform Certified Public Accountant Examination (CPA Exam).

In 2004, the manner in which the CPA Exam is administered in Alaska was changed.
Previously, the examination was administered twice a year at a minimum of three testing
sites typically located in Anchorage. Fairbanks, and Juneau. The examination spread over
two and one-half days; although individuals, who passed previous segments, only had to sit

for the parts they had yet to successfully pass.

In 2004, in conjunction with changes of format and structure that were made nationally by
the American Institute of Certified Public Accounts (AICPA), the examination was changed
to an all-computerized format that could be taken in whole or in parts up to three, and
eventually four, times a year. By increasing the availability of the examination across the full
year, access for applicants was improved. However, as the new testing regimen was
implemented in Alaska, this improved access was offset to a large degree by the restriction in
the number of available testing sites. Under the new testing regimen, applicants can only take

the examination at one test site located in Anchorage.

Such circumstances make taking the examination much more expensive for applicants in the
Interior and Southeast Alaska. Applicants from these regions must now travel to Anchorage,
arrange for transportation and accommodations, in addition of having to pay a higher

examination fee.

Administration of the examination is hcvond the direct control of BOPA.

I he board has reported, and we conlirnied. that the current testing arrangements arc beyond
its direct control. The examination was in effect privatized, and the manner in which it is
administered is subject to the necessity ofa private sector corporation, Thomson Promciric.

to make an operating profit.

The manner and number of locations involved with administration of the licensing
examination are set under terms ofa contract between Thomson Prometric.1 the National

1 Thomson I'rumetric is a subsidiary of the Thomson Corporation which stales on its website that it is a "leading
global provider of integrate | information solutions In business and professional customers. " One of the untie
recognizable "’brand names" of the | linnison Corporation is Wcstlavz, publisher and pto\ liter of legal and regulatory

research iiifuniiuiinn



Association of State Boards of Accounting (NASBA),2 and the AICPA. Under the contrac*,
Promctric is only required to provide a minimum of one testing site in Alaska. Proir.et.H’
reports that setup costs involved in providing necessary electronic security over the
examination to meet AICPA standards,3 along with operating costs involved with keeping a
testing s:te open throughout the year, make it cost-prohibitive to have more sites in a state
such as Alaska - given the level of demand statewide for taking the CPA Exam. From
Prometric’s perspective, there isjust not enough volume to provide them with a profit from

opening additional test sites.

According to the BOPA, it took NASBA intervention with AICPA and Promctric to maintain
at least one testing site in Alaska* Essentially, the AICPA has turned the availability of the
CPA Exam into a profit-driven decision. The result, particularly in Alaska, has been to
develop a restrictive practice that may unduly limit access to the profession which could be
adverse to the public interest if the supply of CPAs become restricted.

BOPA has been proactive to make the CPA Exam available at more test sites in Alaska.

BOPA has adopted a resolution requesting that more testing sites be made available in
Alaska for the CPA Exam. BOPA is actively working with NASBA. negotiating on the
board’s behalf, to modify the existing contract to provide for more test sites. The board,
representatives of the University of Alaska, the state professional society, CPA firms as
well as individual CPAs - recognized the problems involved with having only one test site in
Alaska. Individually, and in tandem, some of these groups have been trying to work with

NASBA and Promctric to set up an additional testing site.

A central tenet of occupational licensing is that regulatory boards for given professions
primarily exist to provide public and consumer protection without unduly restricting or
limiting entry into the regulated profession. Accordingly, the board must continue to be
proactive, and NASBA should be proactive with the AICPA, to be sure the licensing
procedures conform with the public policy objectives of occupational regulation and

oversight.

* NASBA represent* 54 boards of accounting throughout the I'm ted States anil its possessions, the organization
includes accounting licensing hoard from 4U states, the Illinois hoard of examiners (which determines who may sit
for the CI'A examination), and the Illinois Public Accountant Registration Committee (which determines who is
licensed to he a CI'A), the District of Columbia, Vngin Islands, and Guam.

In correspondence with u:;. lhc BOPA chair comments that the CPA exam is "tin- most secure exam ofany
professional exam and its passage is renowned and sought alter worldwide "

* |In correspondence with us. the BOPA chair observed there arc "a half da:en other states tneludmg Hawaii,
JNMantana. amildaho who lune only one test site where long distances must he traeeh d ,Vn state has h. en suet essfid
in getting Prometric to nuiease testing sites where they did fit the profitahdity clauses in (the Itract between

NASBA. Promctrics, and the AK PA] ”



AMNALVSIS OF PUBLIC INKEE )

The following analyses of board activities relate to the public need factors defined in
AS 44.66.050(c). These analyses arc not intended to be comprehensive, but address those
areas wc were able to cover within the scope of our review.

The extent to which the hoard, commission, orprogram has operated in the public interest.

As discussed in Recommendation No. 1, BOPA implemented a testing procedure for its
primary licensing examination - the Uniform CPA Examination. The new examination is a
14-hour test divided into four sections: Auditing and Attestation; Financial Accounting and
Reporting; Regulation; and, Business Environment and Concepts.

The computer-based Uniform CPA Examination is offered the first two months of each
calendar quarter. Subject to availability of test site capacity, applicants can now take
examinations four times in a calendar year as opposed to the previous twice-a-year schedule.
This makes taking the examination more accessible to individuals seeking licensure as a

CPA by examination.

In Alaska, this advantage is offset lo a large degree by having the testing site limited to one
location within the State. Jhe hoard’s actions and options regarding this area are discussed

further in Recommendation No. | of this letter.

Additionally, in response lo national concern over ethics violations by Certified Public
Accountants, the board unanimously supported regulation changes that would require four
hours of continuing professional education in ethics during the preceding 24 months for

license renewal.

The board also put in place regulations mandating a peer review process for practitioners
who issue audits and various other attestation services. Such a requirement installs a quality
control mechanism on auditing firms anil practitioners that should contribute to higher audit

integrity by the stale’s CPAs.

The extent to which the operation ofthe hoard, commission, or agency program has been
impeded or enhanced by existing statutes, procedures, and practices that it has adopted,
and any other matter, including budgetary, resource, and personnel matters.

As discussed in Recommendation No. I, although the adoption of the new computer-based
CPA examination provided greater accessibility for applicants seeking licensure by
examination by making the examination available up to four times a year, the current

O



restriction to a single testing site in Anchorage limits the accessibility of individuals in
Interior and Southeast Alaska due to the expense involved of getting to, and staying at flic
Anchorage test site.

Alaska Statute 08.01.065(c) states, "...that the total amount of fees collected for an
occupation approximately equals the actual regulatory costsfor the occupation. " As shown
in the financial schedule below, BOPA is in a surplus situation at the end of FY 04 and fees
appear to appropriately cover the board’s projected FY 05 operating costs.

Licensing and renewal fees for licensees were increased in fiscal year 2000 from S1SO to
S220. This increase was necessary at the time to ensure the deficit was repaid and the total
fees collected approximated the overall regulatory costs for the occupation. Based upon our
analysis of the summary schedule on the following page, BOPA licensing fees are adequate
in order to cover the regulatory costs of the profession.

State of Alaska
Board of Public Accountancy
FY 02 - FY 04
Schedule of License Revenues and Board Expenditures
(Unaudited)

FY 04 FY 03 FY 02
Revenue S 301,200 S 119,800 S 320.300
Direct Expenditures
Personal Services 51,600 37,600 40,000
Travel 19,500 26,900 20.600
Contractual 54.900 80,000 73.900
Supplies 100 200 100
Total Direct Expenditim:s 126,100 144.700 134,600
Indirect Expenditures 68.200 62,500 46,700
Total Expenditures 194.300 207.200 181.300
Net Income (Loss) 106.900 (87.400) 139.000
Beginning Cumulative
Surplus (Deficit) 84,200 171.600 32,600
Ending Cumulative
Surplus (Deficit) S 191,100 $ 84.200 S 171.600

-10-



The extent to which the board, commission, or agency has recommended statutory
changes that are generally of benefit to the public interest.

The board testified in favor of 2003 legislation relating to the examination process. Such
legislation was necessary in order for the State to implement the new computer-based
Uniform CPA Examination process. While change in the examination process doubles the
number of opportunities an applicant has to test in one year, this advantage is offset by
having only one test site available in Alaska. For further discussion, see Recommendation

No. 1lof this letter.

The extent to which the board, commission, or agency has encouraged interested persons
to report to it concerning the effect ofits regulations and decisions on the effectiveness of
service, economy ofservice, and availability ofservice that it has provided.

The location, date, and time of upcoming board meetings and notices of proposed changes in
regulations are published in the Anchorage Daily News, the board’s internet website and the
State’s on-line public notice internet website. The State also offers a subscription service
whereby the State will e-mail the subscriber requested public notices.

The board’s meeting agendas consistently set aside time for the board to take public
comment. Minutes from the meetings of the board reflect public participation throughout the
meeting. Proposed regulations arc often circulated to those affected by the proposed
regulations through professional trade journals, public notice advertisement, or direct mail
correspondence from the Division of Occupat.onal Licensing (OccLic).

The extent to which the hoard, commission, or agency has encouraged public participation
in the making ofits regulations and decisions.

Public notices of proposed regulations are published in major newspapers. Overall, meetings
arc adequately advertised and time is set aside for public testimony.

Major proposed regulation changes were circulated throughout the professional community
by either direct-responsc mailing to the affected license holders or providing the proposed
changes to the State's accounting organizations. Feedback resulted in changes to the
proposed regulations addressing the profession’s concerns. The Alaska Society of Certified
Public Accountants has requested the board’s support for legislation sought by the Society.



The efficiency with which public inquiries or complaints regarding the activities of the
board, commission, or agency filed with it, with the department to which a board or
commission is administratively assigned, or with the office of victims' rights or the office

o fthe ombudsman have been processed and resolved.

In the 35-month period between July 1, 2001 and late May 2004, OccLic’s invocative
section conducted 25 investigations involving complaints related to licensees, or applicants
for licensure, of BOPA. Five investigations originated from complaints made by CPA
clients, while another three complaints were received from the general public. The remaining
17 complaints stemmed from internal OccLic application and renewal procedures. All
complaints were ranked as a low p ority by OccLic’s investigation section.

In June 2004, 13, or just over half, of the complaints were still open. Six of those
13 complaints had been opened for longer than 120 days. Wc reviewed five of these six
complaints in detail. Four of the live complaints had no evidence of having any investigative
activity for the last 90 days. Based on our review, we concluded the public inquiries and
complaints regarding BOPA activities were not being resolved efficiently.

Efficiency issues related to investigations are being evaluated in another audit report. This
report addresses the history, and evaluates the effectiveness, of the State’s overall sunset

process.

No complaints or investigations specifically involving the actions and activities of BOPA
were received, or undertaken by, either the Office of the Ombudsman or the Office of

Victim’s Rights within the past three fiscal years.

The extent to which state personnel practices, including affirmative action requirements,
have been complied with by the board, commission, or agency to its own activities and the

area ofactivity or interest.

We did not find any evidence that the board was not complying with state personnel
practices, including affirmative action in qualifying applicants. In no instance did the board
deny an applicant a license based on personal attributes.

The extent to which a board or commission that regulates entry into an occupation or
profession has presented qualified applicants to serve the public.

I he a plication process for licensing, followed by BOPA’s OccLic staff, appears reasonable
and appropriate. The board relies on a national exam for testing of qualified applicants.
Additional educational requirements and experience hours are also required before an



applicant can be approved for licensure. After the initial licensing period, continuing
education is required and adequately monitored by the board.

Listed below is a summary ol new licenses and permits issued by the board for the period
under review. This information was compiled from annual reports issued by the board.

Current Licenses

New Permits Issued FVAIl FY02 FYO03 FY 04

(Exclusive of Renewals) (sis of June 30,2004)
Certified Public Accountants 58 50 35 69 31
Resident Partnerships, Corporations ‘ 3 5 82

and Limited Liability Companies

Nonresident General Permits 3 6 8 11 32

The extent to which statutory, regulatory, budgeting, or other changes are necessary to
enable the agency, board, or commission to better serve the intere t of the public and to

comply with thefactors enumerated in AS 44.(6.050.

The board, with the assistance of AICPA and NASBA, has recognized the need to evaluate
and explore implementation ofa “substantial equivalency" concept to simplify the licenshj,
of applicants from other jurisdictions by reciprocity. This will allow Certified Public
Accountants to practice across state lines in states that meet Uniform Accountancy Act

Standards.

Nationally, the public accounting profession continually considers issues that may have an
impact on industry standards. The board continues to be active in addressing these issues
ensuring certified public accountants licensed in the State of Alaska are represented.

BOPA believes that, to effectively address these issues and serve the best interest of the
public, it is essential for participation and attendance to be encouraged at National forums
sponsored by the AICPA and NASBA. Travel costs for board members have been restricted
m recent years. This has led board members to seek financial support from other sources
enabling them to travel to national conferences regarding the licensing of CPAs.
Participation in nationwide issues should be a primary responsibility of the Board of Public

Accountancy.
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Steven R. Tarola, CPA
P.O. Box 2074, Homer, Alaska 99603
907-235-3610 (Home/Fax) 907-399-3393 (Cell Phone) starola©xyz.net (E-mail)

December 21, 2004

Pat Davidson, CPA, Legislative Auditor
Division of Legislative Audit

Alaska State Legislature

P.O. Box 113300

Juneau, Alaska 99811-3300

Dear Ms. Davidson:

Thank you for giving me the chance to respond to the Preliminary Report
of the Sunset Review of the Department of Commerce. Community, and
Economic Development, Board of Public Accountancy, October 25, 2004.

| am pleased to see that you are recommending that the termination date
for the Board of Public Accountancy (BOPA) should be extended. |
concur with your findings and recommendation regarding the Uniform
Certified Public Accountant Examination (CPA Exam) as well as the rest

of the Report.

It is unfortunate that the change to the computerized CPA Exam restricted
access and increased expense for rural applicants in Alaska. There are,
however, new rules under the computerized exam which provide some

significant benefits to applicants. These are as follows:

e Applicants no longer have to take all un-passed sections of the exam
each time they sit. which saves exam re-take costs and allows them to
concentrate on individual sections.

e Applicants are able to condition (keep) any single passed exam section
rather than having to initially pass two sections in order to condition
under the written exam.

e Pass rates have increased dramatically under the computerized exam,
which allows some applicants to save costs by not having to sit for the
exam as many times as required under the written exam.
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* Applicants now have flexibility to schedule the timing of the exam to fit
their situation, while under the written exam the test was given only

twice a year on specific dates.

e« Applicants may take the exam at any testing center they chose in the
United States, Guam, Puerto Rico, or the U.S. Virgin Islands.

« Applicants are able to take the exam in a medium they are familiar with

rather than paper and pencil.

Please let me know if you have any questions.

Respectfully yours,

Steven R. Tarola, Chair
Alaska Board of Public Accountancy
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