FAST-TRACK REGULATIONS

Section 2.2-4012.1 of the Code of Virginia provides an exemption from certain provisions of the Administrative Process Act for agency regulations deemed by the Governor to be noncontroversial.  To use this process, Governor's concurrence is required and advance notice must be provided to certain legislative committees.  Fast-track regulations will become effective on the date noted in the regulatory action if no objections to using the process are filed in accordance with § 2.2-4012.1.

Fast-Track Regulations
Fast-Track Regulations

TITLE 18. PROFESSIONAL AND OCCUPATIONAL LICENSING

BOARD OF ACCOUNTANCY

Title of Regulation:  18 VAC 5-21. Board of Accountancy Regulations (amending 18 VAC 5-21-20).

Statutory Authority:  § 54.1-4402 and 54.1-4403 of the Code of Virginia.
Public Hearing Date:  N/A -- Public comments may be submitted until September 8, 2006.
(See Calendar of Events section

for additional information)

Effective Date:  September 23, 2006.
Agency Contact:  Nancy Taylor Feldman, Executive Director, Board of Accountancy, 3600 West Broad Street, Suite 378, Richmond, VA 23230, telephone (804) 367-8505, FAX (804) 367-2174, or e-mail boa@boa.virginia.gov.

Basis:  Section 54.1-4409 of the Code of Virginia states that the board "shall issue a CPA certificate only to a person who meets the character, education, experience, continuing professional education (CPE), and CPA exam requirements established in this chapter and by regulations of the Board.”  Before an applicant for a CPA certificate may sit for the CPA exam, that applicant must meet the prescribed education requirement in the statutes and regulations of the board.

Further, § 54.1-4403 of the Code of Virginia states that the board shall have the power and duty to (i) establish the "qualifications of applicants for licensure, provided that all qualifications shall be necessary to ensure competence and integrity;" (ii) examine the "qualifications of each applicant for licensure, including the preparation, administration and grading of examinations;" (iii) promulgate regulations "in accordance with the Administrative Process Act … necessary to assure continued competency, … and to effectively administer the regulatory system;" and (iv) levy and collect fees for licensure that are "sufficient to cover all expenses for the administration and operation of the Board."

Purpose:  On July 26, 2005, the Board of Accountancy unanimously approved to take over the administration of the computer-based CPA examination, or (CBT), from the current vendor, CPA Examination Services Inc. (CPAES), to more efficiently and effectively administer the CBT for its Virginia candidates and to provide direct savings to Virginia candidates.

Currently, Virginia exam candidates pay an examination administration fee of $160 to CPAES for their initial exam application (this fee will be decreased to $120 under this proposal), and they pay an examination administration fee ranging from $60 to $105 to CPAES to retake the CBT (this fee will be repealed entirely under this proposal).  In the first year of the CBT (April 2004 to April 2005), CPAES collected a total of $591,210 from Virginia exam candidates.  This included fees from initial examination candidates (which totaled $256,770) and from reexamination candidates (which totaled $334,440).

With this proposal, the board will decrease the examination administration fee charged to initial exam candidates from $160 to $120 and repeal entirely the examination administration fee charged to reexam candidates.  So, using the same figures from the first year of the CBT, the total real savings passed directly to Virginia exam candidates under the board’s proposal would have been $362,970 over the same period.

Substance:  The changes to 18 VAC 5-21-20 (i) amend the “Initial CPA exam application fee” to "Examination administration fee" and the fee itself from $25 to $120 (this proposal decreases the examination administration fee from $160 to $120), (ii) clarify that the examination administration fee will be assessed only for Virginia candidates initially applying to the CBT and not for retaking the CBT, and (iii) provide that board contract for examination administration services in the future, such contracts "shall not include a fee for those services that exceeds $200."

Issues:  The primary advantage to the public is to decrease the cost of the examination administration fee for those Virginia candidates taking the CBT.  The primary advantages to the board is that it will be able to more effectively and efficiently administer the CBT, applicants for a CPA license in Virginia will be able to take the CBT, and the board will have sufficient funds to cover its operating expenses.

There are no disadvantages to the public or the Commonwealth.
Rationale for Using Fast-Track Process:  The Board of Accountancy is promulgating this regulation using the fast-track process to decrease the examination administration fee charged to Virginia candidates who take the CBT for the first time from $160 to $120 and to repeal entirely the fee charged to Virginia candidates who retake the CBT.  By taking over the administration of the CBT from its current vendor, CPA Examination Services Inc. (CPAES), the board will more efficiently and effectively administer the CBT for its candidates; the net effect is to provide direct savings to Virginia candidates.

By using the figures supplied by CPAES from the first year of the CBT (April 2004 to April 2005), the board’s proposal, by decreasing the examination administration fee charged to initial exam candidates from $160 to $120 and repealing entirely the fee charged to reexam candidates, the total real savings passed directly to Virginia exam candidates would have been $362,970 over the same period.

Department of Planning and Budget's Economic Impact Analysis:  

Summary of the proposed regulation.  The Board of Accountancy (board) proposes to amend its regulations in light of the fact that the board, rather than a vendor, will be verifying candidate qualifications before they are allowed to take the computer-based CPA examination (CBT). The board proposes to decrease costs for candidates by charging a $120 administrative fee when candidates first take a CBT. Candidates will pay no administrative fee when retaking a CBT.

Result of analysis.  The benefits likely exceed the costs for this proposed regulatory change.

Estimated economic impact.  Current regulation requires candidates for a Certified Public Accountant (CPA) exam to pay an administrative fee to a company contracted by the board to check candidate credentials and ensure that only individuals who have completed all prerequisites are approved to take an exam. CPA Examination Services Inc. (CPAES) currently holds this contract. CPEAS charges candidates $160 to check their credentials the first time they take an exam and between $60 and $105 for any exam retakes. Since less than 20% of candidates pass the CPA exam the first time they take it, more than 80% have had to pay the administrative costs associated with retaking exams. The board reports that, between April 2004 and April 2005, CPAES received $256,770 from initial candidates for the CBT and $334,440 from candidates seeking to retake the CBT.

The board proposes to change regulatory fees so that the board can take on the responsibility of checking candidate credentials. The board proposes to replace its initial examination application fee of $25 with an examination administration fee of $120 for first time CBT candidates. First time candidates for examination will pay $65 less once the proposed regulation is promulgated.

The board also proposes to completely eliminate the administrative fees for credential checking that CPAES currently charges candidates seeking to retake the CBT. These candidates have already been deemed qualified to take the CBT so rechecking their credentials is unnecessary and will be eliminated. Although they will still be subject to other testing costs, this regulatory change will save candidates between $60 and $105 each time they retake the CBT.

Assuming other factors hold constant, the proposed regulation will reduce examination costs for Virginia’s CBT candidates by more than $360,000 annually. CBT candidates will undoubtedly benefit from this regulatory change. To the extent that this change encourages candidates to persevere through the process of becoming CPAs, the general public may also benefit from having a larger pool of CPA services at their disposal.

Businesses and entities affected.  The proposed regulation will affect all individuals seeking to take the CBT in the Commonwealth. The board reports that approximately 3,000 candidates take this exam annually.

Localities particularly affected.  The proposed regulation will affect all localities in the Commonwealth.

Projected impact on employment.  The cost savings that will accrue for candidates because of the proposed regulation may encourage some candidates to take, or retake, the CBT where before they would have chosen not to. This may increase the total pool of CPAs doing business in the Commonwealth. This effect is likely to be small, however, given that the amount saved on administrative fees is small when compared to the total costs associated with becoming a CPA.

Effects on the use and value of private property.  This regulation is unlikely to have any effect on the use or value of private property in the Commonwealth.

Small businesses: costs and other effects.  The proposed regulation lowers costs for the regulated community.

Small businesses: alternative method that minimizes adverse impact.  The proposed regulation lowers costs for the regulated community.

Legal mandate.  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.  Further, if the proposed regulation has an adverse effect on small businesses, § 2.2-4007 H requires that such economic impact analyses include (i) an identification and estimate of the number of small businesses subject to the regulation; (ii) the projected reporting, recordkeeping, and other administrative costs required for small businesses to comply with the regulation, including the type of professional skills necessary for preparing required reports and other documents; (iii) a statement of the probable effect of the regulation on affected small businesses; and (iv) a description of any less intrusive or less costly alternative methods of achieving the purpose of the regulation.  The analysis presented above represents DPB’s best estimate of these economic impacts.
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 (EIA) prepared by the Department of Planning and Budget (DPB).

Virginia exam candidates currently pay an examination administration fee of $160 to the CPA Examination Services Inc. (CPAES) for their initial exam application (this fee will be decreased to $120 under the board’s proposal), and the candidates pay an examination administration fee ranging from $60 to $105 to CPAES to retake the computer-based CPA examination, or "CBT" (the retake fees will be repealed entirely under the board’s proposal).  The work by the board staff occurs during the initial application phase when examination eligibility is determined.  There is little staff work involved for candidates to sign up to retake one or more parts.
In the first year of the CBT (April 2004 to April 2005), CPAES collected a total of $591,210 from Virginia exam candidates.  This included fees from initial examination candidates (which totaled $256,770) and from reexamination candidates (which totaled $334,440).

With this proposal, the board will decrease the examination administration fee charged to initial exam candidates from $160 to $120 and repeal entirely the examination administration fee charged to reexam candidates.  So, using the same figures from the first year of the CBT, the total real savings passed directly to Virginia exam candidates under the board’s proposal would have been $362,970 over the same period.
Summary:

The amendments (i) decrease the administration fee charged to Virginia candidates who take the computer-based CPA examination (CBT) for the first time from $160 to $120, (ii) repeal the fee charged to Virginia candidates who retake the CBT, and (iii) limit the examination administration fee to not exceed $200 if the board contracts for these services.

EDITOR'S NOTE: Final amendments to 18 VAC 5-21-20 scheduled to become effective on August 9, 2006, are published in the Final Regulations Section of this issue of the Virginia Register and fast-track amendments are published below. Instead of gearing the fast-track amendments to the currently effective language, the fast-track amendments shown below are geared to the section as it will become effective in August.

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 CPA exam application Examination administration fee 
	$25 $120

	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 CPA exam examination provided for in 18 VAC 5-21-30 C shall consist of the CPA exam contract charges incurred by the board plus the initial CPA exam application administration fee that will be assessed at the time of initial application for the CPA exam examination, but not for reexamination.  CPA exam service contracts shall be established through competitive negotiation in compliance with The board may contract for examination administration services under the provisions of the Virginia Public Procurement Act (§ 2.2-4300 et seq. of the Code of Virginia). The CPA exam fee, and that contract shall not exceed $1,000 include a fee for those services that exceeds $200.

VA.R. Doc. No. R06-271; Filed June 19, 2006, 2:55 p.m.
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