PROPOSED REGULATIONS

For information concerning Proposed Regulations, see Information Page.

Symbol Key

Roman type indicates existing text of regulations. Italic type indicates proposed new text.
Language which has been stricken indicates proposed text for deletion.

Proposed Regulations
Proposed Regulations

TITLE 18. PROFESSIONAL AND OCCUPATIONAL LICENSING

BOARD OF ACCOUNTANCY

Title of Regulation:  18 VAC 5-21. Board of Accountancy Regulations (amending 18 VAC 5-21-10 through 18 VAC 5-21-40 and 18 VAC 5-21-170).

Statutory Authority:  §§ 54.1-4402 and 54.1-4410 of the Code of Virginia.
Public Hearing Date:  April 22, 2005 - 9 a.m.
Public comments may be submitted until May 8, 2005.

(See Calendar of Events section

for additional information)

Agency Contact:  Mark D'Amato, Regulatory Coordinator, Board of Accountancy, 3600 West Broad Street, Suite 378, Richmond, VA 23230, telephone (804) 367-8505, FAX (804) 367-2174, or e-mail mark.damato@boa.virginia.gov.

Basis:  Section 54.1-4402 of the Code of Virginia provides the board with the authority to establish regulations for the implementation of Chapter 44 (§ 54.1-4400 et seq.) of Title 54.1 of the Code of Virginia. 

Section 54.1-4410 of the Code of Virginia requires the board to establish by regulation a requirement for continuing professional education in ethics for CPAs.

Purpose:  To fulfill its statutory mandate, the board seeks to propose amendments to its existing regulations to revise and clarify the following: (i) qualifications for licensure including new language about the current computer-based CPA exam and (ii) continuing professional education (CPE) requirements for initial applicants and regulants in ethics.  Such amendments are being proposed to replace the emergency regulations.

The proposed regulations are essential to protect the health, safety and welfare of the citizens of the Commonwealth because the board is mandated by statute to certify and issue CPA certificates to persons to practice public accountancy, and restrict the practice of public accountancy to only those persons who are so certified and may call themselves CPAs.  Further, the board can take such actions as may be authorized to ensure the continued competence of such licensed CPAs and to aid the public in determining the qualifications of such persons who give assurances on financial statements.  The board has the responsibility to enforce and implement such actions through the promulgation of regulations.

Finally, this action should not be construed as preventing any person from stating that he has prepared, compiled, assembled or drafted a financial statement, provided he does not use any additional language that comprises an assurance, make any claims or representations, or use any of the language prohibited by this statute.

Substance:  The new computerized CPA exam.  The only provisions of the current regulations that will be changed are to (i) add new definitions in 18 VAC 5-21-10 about the computerized CPA exam for clarity; (ii) revise the name of "Initial examination application fee" to "Initial CPA exam application fee," and to clarify that this fee shall not exceed $1,000 in 18 VAC 5-21-20; and (iii) add new language about the computerized CPA exam in 18 VAC 5-21-30.  In addition, "CPA exam" is substituted for "examination" only where necessary in the text for clarification.

The new requirement for ethics CPE.  The only provisions of the current regulations that will be changed are (i) to add new definitions about CPE for clarity in 18 VAC 5-21-10; (ii) to revise current licensing requirements to call for the applicant who applies for licensure three or more years after successfully completing the CPA exam to complete the most recent ethics CPE course in 18 VAC 5-21-40; and (iii) 18 VAC 5-21-170, to add new language about the constitution of the new ethics CPE course, and to insert the revised dates for the beginning of the CPE reporting cycles for CPAs who practice public accountancy for an employer and not for the public, or who serve as an educator in the field of accounting in 18 VAC 5-21-40.

Issues:  The new computerized CPA exam.  The board finds that new regulations regarding the uniform CPA exam are required since the computer-based CPA exam was implemented in April 2004.  Not making these changes will create a negative impact on both the "Big Four" CPA firms and the small- and medium-sized CPA firms in Virginia that will result from approximately 1,200 new CPAs being prevented from entering the labor market.  Each year, this many potential employees enter the labor market in Virginia as a result of passing the uniform CPA exam.  This in turn will affect the competent practice of public accounting in Virginia that directly impacts the public - both businesses and individuals.

This situation will occur because in April 2004 the American Institute of Certified Public Accountants (AICPA) ended its paper-and-pencil CPA exam and replaced it nationwide with a computerized CPA exam.  This means that the board’s provisions for exam requirements that are specifically meant for the paper-and-pencil CPA exam will not be applicable to the current computerized CPA exam should the changes put into place by emergency regulation not be promulgated.

In 2002, Virginia had a total of 4,470 candidates take the CPA exam; in 2003, well over 5,000 took the CPA exam in the Commonwealth.  Should the board’s proposed changes about the conduct of the CPA exam fail to be promulgated as proposed regulations, approximately 4,000 candidates will not be allowed to take the exam in Virginia annually.  Further, Virginia is one of the last states to implement the 150-hour education requirement.  Therefore, the majority of these exam candidates in Virginia will not qualify to take the CPA exam in most other states.

The new requirement for ethics CPE.  With thousands of audits being properly and competently performed each year by CPAs committed to rigorously following the letter and the spirit of the profession’s accounting and auditing standards and standards of conduct, the board is extremely concerned about the implications of the well-publicized instances of alleged fraudulent accounting and financial reporting, and the apparent failure of audit firms to prevent this fraudulent accounting or financial reporting.

In the fall of 2002, the board entered into an Executive Agreement with the Governor to implement regulations about continuing professional education (CPE) in ethics.  The board is currently meeting the Governor’s priority by requiring initial applicants and regulants to obtain two CPE credits in ethics each year.  This requirement was implemented by emergency regulation that became effective on December 15, 2003, as a result of Chapter 291 of the 2003 Acts of the General Assembly.

Department of Planning and Budget's Economic Impact Analysis:  The Department of Planning and Budget (DPB) has analyzed the economic impact of this proposed regulation in accordance with § 2.2-4007 H of the Administrative Process Act and Executive Order Number 21 (02).  Section 2.2-4007 H requires that such economic impact analyses include, but need not be limited to, the projected number of businesses or other entities to whom the regulation would apply, the identity of any localities and types of businesses or other entities particularly affected, the projected number of persons and employment positions to be affected, the projected costs to affected businesses or entities to implement or comply with the regulation, and the impact on the use and value of private property.  The analysis presented below represents DPB’s best estimate of these economic impacts.

Summary of the proposed regulation.  Pursuant to Chapter 291 of the 2003 Acts of the General Assembly, the Board of Accountancy (board) proposes to require continuing professional education (CPE) in ethics.  The board also proposes to introduce language concerning the qualifications for, and implementation of the new computerized CPA exam.

Estimated Economic Impact.  Ethics CPE.  CPAs who perform services for the public are required to "… obtain 120 hours of CPE during each CPE reporting cycle with a minimum of 20 hours per CPE reporting year.  The CPA certificate holder may choose the areas of study and courses." The reporting cycle is three years.  CPAs who perform services for only nonpublic clients or who are employed as an educator in the field of accounting are required to:

meet the following CPE requirements as a condition of renewal of the person’s CPA certificate: (i) for the three-year reporting period beginning January 1, 2003, a minimum of 45 CPE credits with a minimum of 10 CPE credits per year, (ii) for the three-year reporting period beginning January 1, 2006, a minimum of 90 CPE credits with a minimum of 15 CPE credits per year, and (iii) for the three-year reporting periods beginning on or after January 1, 2009, a minimum of 120 CPE credits with a minimum of 20 CPE credits per year.  The CPA certificate holder may choose the areas of study and courses.1
The board proposes to require that licensees obtain at least two CPE credits on ethics each year in order to maintain licensure.  These six credits2 will apply to the required total hours of CPE per three-year reporting cycle.

The proposed regulations state that "An outline of the required content for the course will be provided by the Board to CPE providers who must state in their ethics CPE course material and related catalog summaries whether the content of the course includes the material required by the Board for the calendar year the course is provided."  The 2004 Outline for Ethics CPE (outline) is currently available on the board’s website.3  In practice it appears that the board interprets ethics to mean understanding and obeying current law and industry standards.  Specifically, the outline states that in order to learn ethical behavior one must read, study and ask questions about the following:

1. Statutes (laws) and regulations established by the Board of Accountancy;

2. The Code of Professional Conduct promulgated by the American Institute of Certified Public Accountants (AICPA);

3. Auditing and Independence Standards issued by the Comptroller General of the United States; and

4. Auditor Independence Standards issued by the SEC for SEC engagements; or successors thereto, and effective at the time of the services.

Most of the outline consists of descriptions of significant changes to the above-mentioned codes and standards.

The required ethics course largely consists of information on the latest significant changes to the relevant codes and standards.  For someone who was violating codes or standards due to ignorance, the required ethics course may reduce the probability that he will continue to commit such violations in the future.  For someone who has been knowingly violating codes or standards, the ethics course will be unlikely to alter that behavior, unless he interprets the required course to be a signal that the provisions will be more strictly enforced.

The proposed ethics CPE requirement does not add to the total required number of CPE credits, but it does produce some cost for CPAs in that their flexibility in choosing how to meet their required 120 credits4 within the three-year reporting cycle is reduced.  Some or many CPAs may believe that the time and dollars associated with obtaining the six CPE credits on ethics could be more productively spent in other pursuits.  This would be particularly true for CPAs who consistently keep current on significant changes to codes and standards without ethics courses.  These individuals will be forced to spend time and dollars on courses that will very likely have no significant effect on their knowledge or behavior.  Rather than require CPAs to take courses that consist of information on significant changes to codes and standards, the board might wish to consider requiring CPAs to attest to their having read and understood the significant changes.  These changes could be provided online at the board’s website.  The board could also offer to send this information to CPAs without Internet access.

Testing v. CPE.  Requiring CPE is costly for CPAs in time and fees, and it does not provide any true assurance that CPAs continue to have sufficient knowledge to practice competently in their profession, particularly when the courses need not be on subjects related to enhancing or updating their professional competence.  The public is informed via the Virginia Board of Accountancy Regulations (18 VAC 5-21) that CPE is defined as "an integral part of the lifelong learning required to provide competent service to the public; the formal set of activities that enables accounting professionals to maintain and increase their professional competence."  Upon hearing that CPAs are required to complete CPE in order to retain their CPA certificates and that CPE is defined this way, the public may be mislead into believing that holders of CPA-certificates have demonstrated up-to-date knowledge in subjects directly related to CPA services such as, for example, the latest changes to tax law.  This potential misapprehension by the public is costly in that clients may pay for a CPA’s services believing that he has skills and knowledge that he does not actually possess.  Potential clients may forego searching for another CPA who does have the desired skills and knowledge because of the misapprehension.
CPAs can in practice meet their CPE requirement without taking courses that enable them to maintain and increase their professional competence.  The board conducts 30 to 40 audits every month of CPA-certificate holders to check whether they are in compliance with their CPE requirements.5  The board accepts as evidence of CPE credit hours documents from sponsors that include any of the following designations: CE (continuing education), CPE (continuing professional education), CLE (continuing legal education), CME (continuing medical education), or QAS (quality assurance service).6  The board does not require that the sponsor be licensed, registered, certified, or evaluated in any way by any outside organization.  The course can potentially be on any topic; the subject matter does not need to be related to accounting.7  For example, the course could be on how to meet and obtain new clients.  The CPA-certificate holder does not need to demonstrate that he has gained any knowledge or acquired any new skill.

CPAs would be more likely to stay current in applicable knowledge and skills if the approvable CPE credits were restricted to courses on subjects strictly relevant to performing CPA services.  Eliminating CPE credit requirements altogether and replacing them with continued competency testing would most likely be significantly more effective and efficient in providing accurate assurance of continued competency of CPAs than do CPE requirements.8  Passing a continued competency exam provides significantly more information to the public concerning a CPA’s knowledge and skills than do CPE requirements.  This would reduce the likelihood that potential clients would misallocate their resources by hiring an individual whose skill and knowledge set were not what the client expected.  Under competency testing, CPAs who are able to obtain the knowledge and skills needed to remain competent with less than 120 credit-hours of CPE over three years could potentially use their time and dollars more productively on other endeavors.  However, they would remain free to take as many CPE courses as they wish.  Hence, continued competency testing is more efficient.  CPAs who fail to obtain the knowledge and skills needed to remain competent will be more accurately identified as such with continued competency testing than with CPE requirements.  Being thus identified, many of these individuals would likely be compelled to make the extra effort necessary to remain competent.

CPA Examination.  In April 2004 the AICPA ended its paper-and-pencil CPA exam and replaced it nationwide with a computerized CPA exam.  The examination requirements in the current regulations were designed for the paper-and-pencil CPA exam.  The board proposes to amend the regulations so that the exam requirements will be applicable to the new computerized exam.  Without the proposed amendments, candidates could not take the AICPA exam for certification in Virginia.  Thus, the proposed amendments are beneficial in that they enable CPA candidates to become certified in Virginia.

Appendix A displays a table that shows some of the differences concerning examination under the proposed regulations (electronic AICPA exam) versus examination under the current regulations (paper-and-pencil AICPA exam).

Businesses and entities affected.  The proposed amendments affect the 16,606 licensed CPAs and the 1,463 licensed CPA firms in Virginia, as well as their clients and the 4,000 CPA-license candidates who annually take the CPA examination.9
Localities particularly affected.  The proposed amendments affect all localities in the Commonwealth.

Projected impact on employment.  The proposal to require CPE credits on ethics will increase demand for courses from sponsors that offer ethics CPE.  Since it is likely that many CPAs do not voluntarily take more than the minimum required 120 credits10 of CPE over the reporting period, demand for CPE from sponsors who do not offer ethics CPE will be reduced as CPAs switch from nonethics CPE to ethics CPE.  This may result in a small transfer in employment from sponsors who do not offer ethics CPE to those that do offer ethics CPE.

The proposal to amend the regulations so that the exam requirements will be applicable to the new computerized exam helps ensure that there will not be a disruption in the supply of new CPAs.

Effects on the use and value of private property.  The proposed ethics CPE requirement does not add to the total required number of CPE credits, but it does produce some cost for CPAs in that their flexibility in choosing how to meet their required 120 credits11 within the three-year reporting cycle is reduced.  The value of CPA practices may decrease slightly in that the time and dollars associated with obtaining the six CPE credits on ethics could potentially be more profitably spent on other CPE training.

The proposal to amend the regulations so that the exam requirements will be applicable to the new computerized exam increases the value of the accounting practices of individuals who will now be able to obtain CPA certification in Virginia due to the amendment.

Appendix A

	Paper CPA Exam
	Computer-Based CPA Exam

	If at a given sitting of the exam a candidate passes two or more but not all sections, then the candidate shall be given credit for those sections that the candidate has passed and need not sit for reexamination in those sections provided the following conditions are met:

a. At that sitting, the candidate wrote all sections of the exam for which the candidate did not have credit;

b. The candidate attained a minimum grade of 50 on each section taken at that sitting when the first two sections were passed and in each subsequent sitting attains a minimum grade of 50 on all sections taken at that sitting; 
c. The candidate passes the remaining sections of the exam within six consecutive exams (irrespective of the date on which the credit was earned) given after the one at which the first sections were passed; and 
d. At each subsequent sitting at which the candidate seeks to pass any additional sections, the candidate writes all sections for which the candidate does not have credit.
	Candidates allowed to sit for each section individually and in any order.

Candidates will retain credit for any section(s) passed for 18 months, without having to attain a minimum score on failed sections and without regard to whether they have taken other sections.

Candidates will not be allowed to retake a failed section(s) within the same CPA exam window (3 months).

Candidates must pass all four sections of the CPA exam within a "rolling" 18- month period, which begins on the date that the first section(s) passed is taken.  In the event all four sections of the CPA exam are not passed within the rolling 18-month period, credit for any section(s) passed outside that 18-month period will expire and that section(s) must be retaken.




Agency's Response to the Department of Planning and Budget's Economic Impact Analysis:  The Board of Accountancy (board) is in agreement with the Economic Impact Analysis prepared by DPB except as follows:

DPB recommends the board require "CPAs to attest to their having read and understood the significant changes."  The board requires attestation each year at time of license renewal, as follows: 

"Under the penalties of perjury, I certify that (i) I have read, understand, and complied with the requirements for renewal including Regulation 18 VAC 5-21-80 F, paragraph 1, set forth below; and (ii) I have not suppressed any information that might affect the Board of Accountancy's decision to renew my CPA license."

Specifically, each regulant shall certify full compliance with the board’s standards of conduct and applicable standards of practice including newly promulgated regulations.  Affirmation alone does not help the regulant gain a better understanding of the complex statutes and regulations governing practice by Certified Public Accountants (CPA) and CPA firms.  A better understanding may be gained by realizing, on one’s own, there is a question or when questions are raised during a training session.  During training a variety of topics are reviewed with the opportunity for a variety of questions to be answered and issues to surface.

During 2004, under the emergency regulations, regulants were required to complete the two hours of ethics Continuing Professional Education (CPE).  The board has received many inquiries, stemming from information presented in ethics CPE workshops and online courses, requesting clarification of licensing requirements.  The board suspected this would occur and after one year of training, there is strong evidence to support the need for and value of the ethics CPE.

Continuing Professional Education (CPE) is defined in regulation, to mean:

"an integral part of the lifelong learning required to provide competent services to the public; the formal set of activities that enables accounting professionals to maintain and increase their professional competence."

Virginia CPAs and CPA firms spend thousands of dollars every year on CPE.  CPE is globally accepted as the standard indicator for continued competence among professionals in the accounting and auditing fields.  In 2006, the board will require 150-semester hours of coursework to be allowed to take the CPA examination.  Education at the entry point into the profession and on a continuing basis is integral to the service excellence accorded to clients.  Submissions by CPAs during the CPE audits (30-40 per month) since 2001 indicate wise subject matters choices, relevant to accounting career fields.

The public is aware that CPAs are highly educated and there have been no requests to the board to eliminate the CPE requirements including the newly promulgated requirements for ethics CPE.

DPB recommends competency testing over CPE.  That is an alternative considered and rejected by the board.  There is no evidence to support the theory that a test is more reliable than CPE.  Competency testing would require a change in the Uniform Accountancy Act or Virginia’s regulants would be out of step in the profession, nationally and internationally.

Summary:

The proposed amendments (i) establish the qualifications for, and implementation of, the current computerized CPA exam and (ii) set forth the requirements for continuing professional education (CPE) in ethics.

18 VAC 5-21-10. Definitions.

The following words and terms when used in this chapter shall have the following meanings, unless the context clearly indicates otherwise:

"Accredited institution" means any degree-granting college or university accredited at the time of the applicant's degree or attendance by any of the following:  Middle States Association of Colleges and Schools, New England Association of Schools and Colleges, North Central Association of Colleges and Schools, Northwest Association of Schools and Colleges, Southern Association of Colleges and Schools, and Western Association of Schools and Colleges.

"Assurance" means any act or action, whether written or oral, expressing an opinion or conclusion about the reliability of a financial statement or about its conformity with any financial accounting principles or standards.

"Audit" means expressing an opinion about the fairness of presentation of financial statements in accordance with prescribed criteria.

"Board" means the Board of Accountancy.

"Certify," "audit," "examine," "review," or "express or disclaim an opinion," when referenced to financial information or the practice of public accountancy, are terms which, when used in connection with the issuance of reports, state or imply assurance of conformity with generally accepted accounting principles, generally accepted auditing standards, and review standards.  The terms include forms of language disclaiming an opinion concerning the reliability of the financial information referred to or relating to the expertise of the issuer.

"Client" means a person or entity that contracts with or retains a firm for performance of services by a CPA certificate holder or registration certificate holder subject to Chapter 44 (§ 54.1-4400 et seq.) of Title 54.1 of the Code of Virginia and this chapter.

"Commission" means compensation generated from the purchase or sale of a product or service and which would not be generated but for the purchase or sale of the product or service.
"Conditional CPA exam credit" means credit for successfully passing a section of the CPA exam.

"Contact hour" means 50 minutes of participation in a group program or 50 minutes of average completion time in a self-study program.

"Contingent fee" means a fee established for the performance of a service pursuant to an arrangement in which no fee will be charged unless a specified finding or result is obtained, or in which the amount of the fee is dependent upon the finding or result obtained.  Fees shall not be considered contingent if fixed by courts or other public authorities, or in tax matters if determined based on the results of judicial proceedings or the findings of governmental agencies.  A CPA certificate holder's fees may vary depending on the complexity of services rendered, and such variation shall not be considered a contingent fee.

"Continuing Professional Education (CPE)" means an integral part of the lifelong learning required to provide competent service to the public; the formal set of activities that enables accounting professionals to maintain and increase their professional competence.

"CPA certificate" means a certificate as a certified public accountant (CPA) issued by the board pursuant to Chapter 44 (§ 54.1-4400 et seq.) of Title 54.1 of the Code of Virginia and this chapter, which shall function as a license, or a corresponding certificate as a certified public accountant issued after meeting examination the CPA exam and other requirements under the laws of any other state.
"CPA exam" means the National Uniform CPA exam approved and administered by the Board of Accountancy to candidates for a CPA certificate.

"CPA wall certificate" means the symbolic document suitable for wall display that is issued by the board to an individual meeting the requirements for a CPA certificate set forth in 18 VAC 5-21-30.
"CPE" means continuing professional education.

"CPE credit" means 50 minutes of participation in a group, independent study or self-study program.

"CPE reporting cycle" means the three CPE reporting years immediately preceding the year the CPA certificate is renewed pursuant to 18 VAC 5-21-80.

"CPE reporting year" means for the purposes of this chapter a calendar year.

"Credit hour" means successful completion of a course of study measured in a contact hour.
"Ethics CPE" means subjects relating to standards of conduct, Chapter 44 (§ 54.1-4400 et seq.) of Title 54.1 of the Code of Virginia, and regulations of the board.

"Examination" means, when used in the context of services provided by CPAs, expressing an opinion about the fairness of presentation of financial information in accordance with prescribed criteria.

"Financial statement" means writing or other presentation, including accompanying notes, which presents, in whole or in part, historical or prospective financial position, results of operations or changes in financial position of any person, corporation, partnership or other entity.

"Firm" means a sole proprietorship, partnership, corporation, limited liability company, limited liability partnership, or any other form of organization permitted by law.

"Good character" means a lack of a history of dishonest or felonious acts.

"Group program" means an educational process designed to permit a participant to learn a given subject through interaction with an instructor and other participants.

"Interactive self-study program" means a program using interactive learning methodologies simulating a classroom learning process by employing software, other courseware, or administrative systems and providing significant ongoing, interactive feedback to the learner regarding his learning process.  Substantial written or electronic evidence of satisfactory completion of each program segment by the learner is required.  Interactive self-study programs must clearly define lesson objectives and manage students through the learning process by requiring frequent student response to questions that test for understanding of the material presented, providing evaluative feedback to incorrectly answered questions, and providing reinforcement feedback to correctly answered questions.  Capabilities must, based on student response, provide appropriate ongoing written or electronic format feedback to the student regarding his learning progress through the program.

"Noninteractive self-study program" means any self-study program that does not meet the criteria for interactive self-study programs.

"Original CPA certificate" means a CPA certificate issued by the board other than a CPA certificate by endorsement.

"Peer review" means a study, appraisal, or review, by a CPA certificate holder who is not affiliated with the firm being reviewed, of one or more aspects of the professional work of a firm that engages in the practice of public accounting or compiles financial statements in accordance with the American Institute of Certified Public Accountants' Statements on Standards for Accounting and Review Services (SSARS).

"Practice of public accountancy" or "public accounting" means the giving of an assurance, in a report or otherwise, whether expressly or implicitly, unless this assurance is given by an employee to his employer.

"Practice of taxation" means the providing of tax compliance and tax advice services.

"Registration" means the process through which a firm obtains a registration certificate from the board.

"Registration certificate" means a certificate issued to a firm that has met all of the requirements for registration under this chapter.

"Regulant" means any CPA certificate holder or registration certificate holder who is subject to Chapter 44 (§ 54.1-4400 et seq.) of Title 54.1 of the Code of Virginia and this chapter.

"Renewal month" means the month of the calendar year in which a firm is required to renew its registration certificate.

"Report" or "reports," when used with reference to financial statements, means an opinion or disclaimer of opinion or other form of language or representation that states or implies any form of assurance or denial of assurance.

"Self-study program" means an educational process designed to permit a participant to learn a given subject without major involvement of an instructor.  Self-study programs do not include informal learning.

"SSARS" means Statements on Standards for Accounting and Review Services established by the American Institute of Certified Public Accountants.

"Standards of conduct" means the standards set forth in 18 VAC 5-21-120.

"Standards of practice for CPA certificate holders" means the standards set forth in 18 VAC 5-21-130, 18 VAC 5-21-140 and 18 VAC 5-21-150.

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

"Substantial equivalency" means a determination by the board or its designee that the education, examination CPA exam and experience requirements contained in the statutes and administrative rules of another jurisdiction are comparable to, or exceed, the education, examination CPA exam and experience requirements contained in this chapter, or that an individual CPA from another jurisdiction has met education, examination CPA exam and experience requirements that are comparable to, or exceed, the education, examination CPA exam, and experience requirements contained in Chapter 44 (§ 54.1-4400 et seq.) of Title 54.1 of the Code of Virginia and this chapter.
"Window" means the four times (each being a three-month period) in a year that a CPA candidate may take the computer-based CPA exam.

"Year" means a calendar year unless otherwise indicated.

18 VAC 5-21-20. Fees.

A. All fees are nonrefundable and the date of receipt by the board or its agent is the date that will be used to determine whether it is on time.

B. The following fees shall apply:

	Initial examination CPA exam application fee 
	$25

	Original CPA certificate application
	$24

	CPA certificate by endorsement application
	$24

	Registration certificate application
	$24

	CPA certificate renewal
	$24

	Registration certificate renewal
	$24

	CPA certificate late renewal
	$25

	Registration certificate late renewal
	$25

	CPA certificate reinstatement
	$250

	Registration certificate reinstatement
	$250

	Noninteractive processing fee
	$5


If the renewal fee is not received by the board within 30 days after the expiration date printed on the CPA certificate or the registration certificate, the regulant shall pay the renewal and the late renewal fees.  Regulants applying for reinstatement shall pay all unpaid renewal fees in addition to the late renewal and the reinstatement fees.

C. The late filing fee for CPA certificate holders who fail to complete or report their CPE as required by this chapter shall be:

1. If received by the board up to four months late, $25.

2. If received by the board more than four months late but not more than six months late, $50.

3. If received by the board more than six months late, $75.

D. The fee for a replacement wall certificate shall be $25.

E. A fee of $25 will be charged in addition to the fees established in this section for submitting a check to the board which is dishonored by the institution upon which it is drawn.

F. A noninteractive processing fee will be assessed when the online payment option is not chosen by the applicant or regulant.

G. The fee for the examination CPA exam provided for in 18 VAC 5-21-30 C shall consist of the CPA exam contract charges.  An administrative incurred by the board plus the initial CPA exam application fee of $25 that will be assessed at the time of initial application for examination the CPA exam but not for reexamination.  No administrative fee will be assessed for re‑examination.  Examination CPA exam service contracts shall be established through competitive negotiation in compliance with the Virginia Public Procurement Act (§ 2.2-4300 et seq. of the Code of Virginia). The examination CPA exam fee shall not exceed $1,000.

18 VAC 5-21-30. Qualifications for CPA certificate.

A. Each applicant must be a person of good character as defined in 18 VAC 5-21-10.

B. Education prior to taking the examination CPA exam.

1. Each applicant candidate whose application to sit for an examination a CPA exam administered prior to July 1, 2006, shall have received a baccalaureate degree or its equivalent conferred by an accredited college or university as required by § 54.1-4409 B 1 of the Code of Virginia and shall at the time the application is received have completed the following courses at the undergraduate or graduate level to meet the accounting concentration requirement of § 54.1-4409 B 1 of the Code of Virginia:

a. At least 24 semester hours of accounting including courses covering the subjects of financial accounting, auditing, taxation, and management accounting; and

b. At least 18 semester hours in business courses (other than the courses described in subdivision 1 a of this subsection).

An applicant A candidate whose application is received under the requirements of this subdivision may take the examination CPA exam so long as the requirements of subsection C of this section are met.

2. Each applicant candidate whose application to sit for an examination a CPA exam administered on or after July 1, 2006, shall meet the requirements of § 54.1-4409 B 2 of the Code of Virginia and shall at the time the application is received have completed the following courses at the undergraduate or graduate level to meet the accounting concentration requirement of § 54.1-4409 B 2 of the Code of Virginia:

a. At least 30 semester hours of accounting, including courses covering the subjects of financial accounting, auditing, taxation, and management accounting; and

b. At least 24 semester hours in business courses (other than the courses described in subdivision 2 a of this subsection).

3. A quarter hour of coursework shall be considered the equivalent of two-thirds of a semester hour of coursework.

4. Each applicant candidate with a degree or coursework earned at a nonaccredited college or university shall, if credit for such degree or coursework is to be considered by the board, (i) have his educational credentials evaluated by an academic credentials service approved by the board or an accredited institution, as defined in 18 VAC 5-21-10, to determine the extent to which such credentials are equivalent to the education requirements set forth in subdivisions 1 and 2 of this subsection and (ii) submit such evaluations to the board, which may accept or reject the evaluator's recommendations in whole or in part.

5. Evidence of having obtained the required education shall be submitted in the form of official transcripts transmitted in a manner determined by the board.  In unusual circumstances, the board may accept other evidence it deems to be substantially equivalent.

C. Examination CPA exam.

1. Each applicant candidate shall pass (i) a national uniform examination CPA exam, as approved by the board, in auditing and attestation, regulation, business environment and concepts, business law and professional responsibilities, accounting and reporting (taxation, managerial, governmental and not-for-profit organizations), financial accounting and reporting, and other such related subject areas as deemed appropriate by the board and (ii) an ethics examination exam approved by the board.  Each part of the examination CPA exam must be passed with a minimum by attaining a uniform passing grade established through a psychometrically acceptable standard-setting procedure approved by the board based upon the recommendation of a psychometrician who has determined the valid passing grade by conducting a scientific analysis of the examination.

2. The following rules for granting CPA exam credits are applicable until the computer-based CPA exam becomes effective.

If at a given sitting of the examination an applicant CPA exam a candidate passes two or more but not all sections, then the applicant candidate shall be given credit for those sections that the applicant candidate has passed and need not sit for reexamination in those sections provided the following conditions are met:

a. At that sitting, the applicant candidate wrote all sections of the examination CPA exam for which the applicant candidate did not have credit;

b. The applicant candidate attained a minimum grade of 50 on each section taken at that sitting when the first two sections were passed and in each subsequent sitting attains a minimum grade of 50 on all sections taken at that sitting;

c. The applicant candidate passes the remaining sections of the examination CPA exam within six consecutive examinations CPA exams (irrespective of the date on which the examination CPA exam credit was earned) given after the one at which the first sections were passed; and

d. At each subsequent sitting at which the applicant candidate seeks to pass any additional sections, the applicant candidate writes all sections for which the applicant candidate does not have credit.
3. The following rules for granting CPA exam credits will take effect beginning with the first computer-based CPA exam:

a. Granting of credit.

(1) Candidates will be allowed to sit for each section of the CPA exam individually and in any order.

(2) Candidates will retain credit for any section(s) passed for 18 months, without having to attain a minimum score on failed sections and without regard to whether they have taken other sections.  Candidates will not be allowed to retake a failed section(s) within the same CPA exam window.

(3) Candidates must pass all four sections of the CPA exam within a "rolling" 18-month period, which begins on the date that the first section(s) passed is taken.

(4) In the event all four sections of the CPA exam are not passed within the rolling 18-month period, credit for any section(s) passed outside that 18-month period will expire and that section(s) must be retaken.

b. Conditional CPA exam credits.

(1) Candidates who have earned conditional credits on the noncomputer-based CPA exam as of the date of the first computer-based CPA exam will be given credits for the corresponding sections of the computer-based CPA exam as follows:
	Noncomputer-Based CPA Exam
	Computer-Based CPA Exam

	Auditing
	Auditing and Attestation

	Financial Accounting and Reporting (FARE)
	Financial Accounting and Reporting

	Accounting and Reporting (ARE)
	Regulation

	Business Law and Professional Responsibilities (LPR)
	Business Environment and Concepts


(2) Candidates who have attained conditional status as of the launch date of the first computer-based CPA exam will be allowed a transition period to complete any remaining test sections of the CPA exam.  The transition is the maximum number of opportunities that a candidate who has conditioned under the noncomputer-based CPA exam has remaining, at the launch of the computer-based CPA exam, to complete all remaining test sections, or the number of remaining opportunities under the noncomputer-based CPA exam, multiplied by six months, which is first exhausted.

3. 4. The board may, at its discretion, waive any of the above requirements for carryover examination CPA exam credits, if such waiver is in the public interest.

4. 5. Each applicant candidate shall follow all rules and regulations established by the board with regard to conduct at the examination CPA exam.  Such rules shall include instructions communicated prior to the examination CPA exam date and instructions communicated at the examination CPA exam site on the date of the examination CPA exam.

5. 6. Failure to comply with the rules and regulations governing conduct in the examination CPA exam may result in the loss of established eligibility to sit for the examination CPA exam or credit for examination CPA exam parts passed.

6. 7. An applicant A candidate to sit for the examination CPA exam shall obtain an application form from the board or its designee, complete the application in accordance with the instructions on the application, and submit the application together with all required documents to the board or its designee by the date determined by the board or its designee.

7. 8. An applicant A candidate who fails to appear for the examination CPA exam or reexamination shall forfeit the fees charged for that examination CPA exam or reexamination unless excused by the board.

8. 9. The fee to sit for the examination CPA exam is established in 18 VAC 5-21-20 F G, whether paid directly to the board or to a designee under contract to the board.
10. The board or its designee will forward notification of eligibility for the computer-based CPA exam to NASBA’s National Candidate Database.

11. Cheating by a candidate in applying for, taking or subsequent to the CPA exam will be deemed to invalidate any grade otherwise earned by a candidate on any test section of the CPA exam, and may warrant summary expulsion from the CPA exam site and disqualification from taking the CPA exam for a specified period of time.

12. Notwithstanding any other provisions under these rules, the board may postpone scheduled CPA exams, the release of grades, or the issuance of certificates due to a breach of CPA exam security; unauthorized acquisition or disclosure of the contents of a CPA exam; suspected or actual negligence, errors, omissions, or irregularities in conducting a CPA exam; or for any other reasonable cause or unforeseen circumstances.

D. Experience.

1. Each applicant for initial issuance of a CPA certificate under this section shall provide documentation of having met the experience requirements established by § 54.1-4409 C of the Code of Virginia, which requires at least one year of acceptable experience in accounting or a related field.  The experience may include providing any type of service or advice involving the use of accounting, management, financial, tax, or consulting advisory skills or services.  Acceptable experience shall include employment in government, industry, academia or public accounting or related services.  The applicant's experience may be supervised by a non-CPA certificate holder, although, when completing the application for the CPA certificate, the experience must be verified by a CPA certificate holder.

2. One year of experience shall consist of full- or part-time employment that extends over a period of no less than a year and no more than three years and includes no fewer than 2,000 hours of performance of services described in subdivision 1 of this subsection.

18 VAC 5-21-40. Issuance of original CPA certificate; CPA certificate by endorsement; and substantial equivalency.

A. Practicing as a CPA in the Commonwealth of Virginia.  Only an individual who (i) holds a valid CPA certificate or (ii) meets the substantial equivalency requirements in this section may practice as a CPA in the Commonwealth of Virginia.

B. Original CPA certificate.

1. Each individual who desires to use the CPA designation shall first obtain a CPA certificate.

2. Each applicant for an original CPA certificate shall submit an application, on a form provided by the board, which shall document that the requirements of 18 VAC 5-21-30 have been met.  If the application is received by the board three or more years after the successful completion of the CPA examination exam by the applicant, the applicant shall, in addition, submit evidence of having met the CPE requirements set forth in 18 VAC 5-21-170 A 3 or B 3, and completed the most recent ethics CPE course.  Each applicant shall agree to comply with the statutes and regulations of any other state in which he is authorized to practice.

3. Each application for an original CPA certificate shall be accompanied by the fee established in 18 VAC 5-21-20.

C. CPA certificate by endorsement.

1. Each individual who holds a CPA certificate in a state other than Virginia and either (i) has moved his principal place of business to Virginia or (ii) does not meet the substantial equivalency provision outlined in subsection G of this section must obtain a CPA certificate by endorsement prior to practicing as a CPA in Virginia.

2. Each applicant for a CPA certificate by endorsement shall submit an application, on a form provided by the board, which shall document that the applicant holds a corresponding CPA certificate as a certified public accountant issued after meeting examination CPA exam and other requirements under laws of the state(s) from which the applicant is seeking a CPA certificate by endorsement.  The application shall include the following:

a. From each state from which the applicant has received a CPA certificate (or from the applicant directly if the state is unable to provide the information), a written statement from the board of each state confirming that the applicant (i) is in good standing in that state; (ii) has not been found guilty of violating that state's standards of conduct or practice; (iii) has no pending actions alleging violations of that state's standards of conduct or practice; (iv) has met the education requirements in effect in that state when the applicant passed the national uniform examination CPA exam described in 18 VAC 5-21-30 C; and (v) has met the experience requirement for a CPA certificate in effect in Virginia when the CPA certificate by endorsement application is received by the board.  An applicant who holds a CPA certificate from a state that the board has determined meets the substantial equivalency provision set forth in § 54.1-4411 of the Code of Virginia shall be considered to have met the requirements of clauses (iv) and (v) of this paragraph.

b. A written statement from the applicant affirming that the applicant has (i) not violated the board's standards of conduct or standards of practice and (ii) met the board's continuing education requirements.

The board may deny the application for a CPA certificate by endorsement if the applicant is not in good standing in the other states which have issued CPA certificates to the applicant or if any information from the applicant indicates a failure to comply with the aforementioned standards.

3. Each application for a CPA certificate by endorsement shall be accompanied by the fee established in 18 VAC 5-21-20.

D. Each CPA certificate holder shall have the privilege of using the CPA designation provided the CPA certificate holder complies with the (i) standards of conduct, (ii) standards of practice, and (iii) the renewal requirements established by the board.  Upon expiration of the CPA certificate, the CPA certificate holder shall cease displaying the CPA certificate and the wall certificate, and shall cease affixing and using the CPA designation in any manner.

E. All CPA certificate holders who supervise services involving the practice of public accountancy and who sign or authorize another to sign the report on the financial statements on behalf of the firm shall meet the experience requirement established in 18 VAC 5-21-50.

F. CPA certificates issued under the provisions of this chapter shall expire one year from the last day of the month wherein the initial CPA certificate was issued and shall be renewed in compliance with 18 VAC 5-21-80.

G. Privilege to practice without a CPA certificate by endorsement, substantial equivalency.

1. A holder of a CPA certificate from a state other than Virginia and with a principal place of business in a state other than Virginia shall either obtain a CPA certificate by endorsement as outlined in subsection C of this section or meet the substantial equivalency requirements of this subsection before beginning CPA practice in Virginia.

2. To implement the provisions of § 54.1-4411 A of the Code of Virginia, the privilege to practice under substantial equivalency shall be evidenced by the following:

a. If the individual's CPA certificate is issued by a state that the board has determined is substantially equivalent, the CPA certificate issued by that state shall constitute evidence of the privilege to practice.

b. If the individual's CPA certificate is issued by a state that the board has determined is not substantially equivalent, the CPA certificate holder shall notify the board in writing that he intends to practice in the Commonwealth and shall provide documentation acceptable to the board that he has personally satisfied the requirements for substantial equivalency.  An approval letter from the board shall constitute evidence of the privilege to practice.

c. A CPA certificate by endorsement shall be obtained if the CPA exercising the privilege to practice under substantial equivalency moves his principal place of business to Virginia or ceases to have an office in any other state.

3. For the purposes of implementing § 54.1-4411 B 2 of the Code of Virginia relating to the privilege of practicing public accounting extended to nonresident CPA certificate holders, the board shall determine the state to be served based on whose statutes and regulations most closely correspond to those of the Commonwealth of Virginia.

4. The board shall determine whether a state meets the substantial equivalency provisions for nonresident CPA certificate holders by periodically obtaining, reviewing and approving a list of states, which in the opinion of the board, meet the substantial equivalency provisions for nonresident CPA certificate holders.

18 VAC 5-21-170. Continuing professional education requirements for CPA certificate applicants and for CPA certificate holders.

A. Use of CPA designation and performing services for the public.

1. As provided in § 54.1-4410 B of the Code of Virginia, any person referring to himself as a Certified Public Accountant or "CPA," including the use of the "CPA" title on individual business cards, letterhead and all other documents and devices except the CPA wall certificate, and who is performing or offering to perform any services involving accounting skills or auditing skills, issuing reports on financial advisory or consulting services, preparing tax returns, or furnishing advice on tax matters, for the public, shall obtain 120 hours of CPE credits during each CPE reporting cycle with a minimum of 20 hours CPE credits per CPE reporting year.  The CPA certificate holder may choose the areas of study and courses.

2. Any person covered by this provision who, prior to implementation of § 54.1-4410 B of the Code of Virginia on October 4, 1999, provided one or more of the services described in subdivision 1 of this subsection, but was not required to obtain CPE, shall obtain at least 20 hours of CPE credits in each of the CPE reporting years 2000, 2001 and 2002 and meet the 120-hour CPE-credit requirement for the CPE reporting cycle ending December 31, 2002.

3. Any person applying for a CPA certificate pursuant to 18 VAC 5-21-40 three or more years after his successful completion of the CPA examination exam who intends to provide the services described in subdivision 1 of this subsection shall, in addition, submit evidence of having met the 120-hour CPE-credit requirement in subdivision 1 of this subsection as though subdivision 1 of this subsection had been applicable to the applicant during the three calendar years prior to the date of his application.

4. Any CPA certificate holder whose original CPA certification application was received by the board fewer than three years after his successful completion of the CPA examination exam who commences the services described in subdivision 1 of this subsection after December 31, 2000, shall have obtained 40 hours of CPE credits within the 12 months preceding the date such services are first offered to the public and obtain the remaining 80 hours of CPE credits by the end of the second CPE reporting year following the date of commencing such services with no less than 20 hours CPE credits in each of these two CPE reporting years.  In addition, such CPE shall include the most recent ethics CPE course.

B. Use of CPA designation and performing services other than for the public.

1. As provided in § 54.1-4410 C of the Code of Virginia, effective July 1, 2002, any person referring to himself as a Certified Public Accountant or "CPA," including the use of the "CPA" title on individual business cards, letterhead and all other documents and devices except the CPA wall certificate, who is performing or offering to perform any services involving accounting skills or auditing skills, issuing reports on financial advisory or consulting services, preparing tax returns, or furnishing advice on tax matters, for an employer or other organization and not for the public, or who is employed as an educator in the field of accounting, shall meet the following CPE requirements as a condition of renewal of the person's CPA certificate: (i) for the three-year reporting period beginning July 1, 2002 January 1, 2003, a minimum of 45 credit hours CPE credits with a minimum of 10 hours CPE credits per year, (ii) for the three-year reporting period beginning July 1, 2005 January 1, 2006, a minimum of 90 credit hours CPE credits with a minimum of 15 hours CPE credits per year, and (iii) for the three-year reporting periods beginning on or after July 1, 2008 January 1, 2009, a minimum of 120 credit hours CPE credits with a minimum of 20 hours CPE credits per year.  The CPA certificate holder may choose the areas of study and courses.

2. Individuals failing to meet the CPE requirements may be subject to requalification, including possible reexamination and submission of experience qualifications.  The board may, at its discretion, waive or defer CPE requirements so long as such waiver or deferral is in the public interest.

3. Any person applying for a CPA certificate pursuant to 18 VAC 5-21-40 three or more years after his successful completion of the CPA examination exam who intends to provide the services described in subdivision 1 of this subsection shall, in addition, submit evidence of having met the CPE requirement of subdivision 1 of this subsection as though subdivision 1 of this subsection had been applicable to the applicant during the three calendar years prior to the date of his application.  Furthermore, if such person obtained his CPA certificate at a time when he did not intend to provide services for the public and subsequently decides to provide for the public the services described in subdivision A 1 of this section, then such regulant shall, prior to performing such services, meet the 120-hour CPE credit requirement of subdivision A 1 of this section.

C. Use of CPA designation and not performing services

1. Any CPA certificate holder who is not performing or offering to perform any of the services described in subdivision A 1 or B 1 of this section is not required to meet CPE requirements.

2. Any CPA certificate holder who ceases to perform services for the public shall meet the CPE requirements described in subdivision A 1 of this section for any reporting year in which he performed those services.  Any CPA certificate holder who performs services for the public for less than a complete reporting cycle shall complete at least 20 hours CPE credits in each reporting year that he did perform services for the public during the reporting cycle.
D. CPE in standards of conduct, Code of Virginia statutes relating to public accountancy, and board’s regulations.  Beginning with the CPE reporting year ending immediately subsequent to the year in which these regulations become effective, each CPA to which the CPE requirements in subsections A and B of this section apply will obtain annually two CPE credits relating to standards of conduct, Chapter 44 (§ 54.1-4400 et seq.) of Title 54.1 of the Code of Virginia, and regulations of the board.  The course will be a self-contained course presented in not more than two CPE credit parts and may be presented in conjunction with other CPE programs.  The course may be a self-study course so long as the self-study requirements of 18 VAC 5-21-170 F 3 are met.  An outline of the required content for the course will be provided by the board to CPE providers who must state in their ethics CPE course material and related catalog summaries whether the content of the course includes the material required by the board for the calendar year the course is provided.

D. E. Requirements for retaining records.

1. It is the responsibility of the CPA certificate holder to retain evidence of satisfactory completion of CPE credit hours credits for a period of three years from the anniversary date of renewal.  Such documentation shall be in the form of the certificate of completion provided by the sponsor, verification from the institution offering the course, written statement from the course provider verifying the regulant's attendance, or any other documentation deemed agreeable by the board.

2. The CPA certificate holder shall provide such documentation to the board or its authorized agent upon request.

E. F. Continuing professional education credit.

1. One credit hour shall be given for each 50-minute period of instruction.  One semester hour of college credit is 15 CPE credit hours credits and one quarter hour of college credit is 10 CPE credit hours credits.

2. A CPA certificate holder who instructs courses that qualify for CPE credit for participants will be awarded two additional hours of CPE credits for each CPE credit hour of instruction.  The instructor shall retain evidence to support the request for CPE credit.  The instructor shall be given no CPE credit for subsequent sessions involving substantially identical subject matter.  The CPE credit given for instructing shall not exceed 30 credit hours CPE credits per CPE reporting cycle.

3. CPE credit hours credits for successful completion of a self-study course shall be established by the sponsor according to the type of CPE self-study program and pre-tests to determine average completion time.  Interactive self-study programs shall receive CPE credit equal to the average completion time.  Noninteractive self-study programs shall receive CPE credit equal to one-half of the average completion time.  For example, an interactive self-study program that takes an average of two contact hours to complete shall receive two CPE credit hours credits, and a noninteractive self-study program that takes an average of two contact hours to complete shall receive one CPE credit hour.

VA.R. Doc. No. R04-76; Filed January 19, 2005, 11:32 a.m.
1 Individuals under other circumstances have different CPE credit minimums.


2 Two credits each year results in six credits over the three-year reporting cycle.


3 http://www.boa.state.va.us/


4 As described above, prior to the 2009 reporting period some CPAs are required to complete less than 120 CPE credits. 


5 Source: Board of Accounting
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8 This is not an option currently available to the board and would require legislative action.


9 Source: Board of Accounting


10 As described above, prior to the 2009 reporting period some CPAs are required to complete less than 120 CPE credits.


11 Ibid 
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