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TITLE 18. PROFESSIONAL AND OCCUPATIONAL LICENSING

BOARD OF ACCOUNTANCY

Title of Regulation:  18 VAC 5-30. Continuing Professional Education Sponsor Registration Rules and Regulations (Repealing).

Statutory Authority:  §§ 54.1-4403 and 54.1-4410 of the Code of Virginia.
Public Hearing Date:  N/A
Public comments may be submitted until October 31, 2003.

(See Calendar of Events section

for additional information)

Agency Contact:  Nancy Taylor Feldman, Executive Director, Board of Accountancy, 3600 West Broad Street, Suite 696, Richmond, VA 23230-4916, telephone (804) 367-8505, FAX (804) 367-2174, or e-mail boa@boa.state.va.us.

Basis:  According to §  54.1-4403 of the Code of Virginia, the Board of Accountancy has the power and duty to "promulgate regulations in accordance with the Administrative Process Act (§ 2.2-4000 et seq.) necessary to assure continued competency, to prevent deceptive or misleading practices by practitioners and to effectively administer the regulatory system."

The board also has the statutory authority, according to §  54.1-4410, to "promulgate regulations establishing procedures and requirements for the renewal of a CPA certificate granted by the Board," which include requirements for continuing professional education (CPE).  Subsections B and C of this section state that, with regards to the board’s CPE requirements, the "certificate holder may choose the areas of study and courses."

Finally, this action is being submitted in compliance with § 2.2-4016 of the Administrative Process Act, which states that “a regulation may be repealed after its effective date only in accordance with the provisions of this chapter that govern the adoption of regulations.” 

Purpose:  The National Association of State Boards of Accountancy (NASBA), a national organization to which the Virginia Board of Accountancy belongs, along with 53 other state boards of accountancy, has several divisions that strictly monitor CPE and CPE sponsors nationwide.  These divisions include: (i) the Regulatory Compliance Services, which offers programs to assist state boards and their licensees to determine high quality CPE sponsors, (ii) the National Registry of CPE Sponsors, which lists organizations that provide high quality CPE in accordance with nationally recognized standards, (iii) the Quality Assurance Service, which recognizes organizations that provide self-study CPE courses of the highest caliber, (iv) the CPE Advisory Committee, which reviews the methodology of maintaining qualitative aspects of the National Registry of CPE Sponsors and advises the NASBA Board of Directors about innovations in CPE, and (v) the Statement on Standards of CPE Programs, which were developed jointly by NASBA and the American Institute of Certified Public Accountants (AICPA).

After a review of the substance and purpose of the existing CPE Sponsor Registration regulations, and of the programs provided by NASBA, the Board of Accountancy determined that such regulations in the Commonwealth were no longer necessary to fulfill the board’s statutory mandate, enumerated in § 54.1-4403, to establish qualifications for licensure, and CPE standards as a condition for the issuance or renewal of a CPA certificate.  The board deemed these regulations as repetitious and unduly burdensome on CPE sponsors in the Commonwealth in light of regulations and programs at the national level.  Further, the board determined that the repeal of these regulations would not jeopardize the public’s safety or welfare in the Commonwealth.

On July 19, 1999, the board unanimously voted to repeal the existing CPE Sponsor Registration regulations, which were effective October 23, 1991.  Therefore, the purpose of this action is to repeal these regulations.

Substance:  The purpose of this action is to repeal the board’s existing CPE Sponsor Registration Rules and Regulations (18 VAC 5-30).

Issues:  The repeal of the board’s existing CPE Sponsor Registration regulations will not disadvantage the public or the Commonwealth because national organizations such as NASBA and AICPA strictly monitor CPE and CPE sponsors.

Fiscal Impact:  The repeal of the board’s existing CPE Sponsor Registration regulations will not have a fiscal impact on the state or localities (since no costs will be necessary to implement this action), or on individuals or businesses.

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.  The Board of Accountancy (board) proposes to repeal the Continuing Professional Education Sponsor Registration Rules and Regulations.

Estimated economic impact.  The Virginia Board of Accountancy Regulations (18 VAC 5-21) require that individuals meet Continuing Professional Education (CPE) requirements in order to obtain and renew their board-issued CPA certificates.1  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 July 1, 2002, a minimum of 45 credit hours with a minimum of 10 hours per year; (ii) for the three-year reporting period beginning July 1, 2005, a minimum of 90 credit hours with a minimum of 15 hours per year; and (iii) for the three-year reporting periods beginning on or after July 1, 2008, a minimum of 120 credit hours with a minimum of 20 hours per year.  The CPA certificate holder may choose the areas of study and courses.2
The Continuing Professional Education Sponsor Registration Rules and Regulations (18 VAC 5-30) require that "individuals seeking registration as a Virginia-approved (CPE) sponsor … apply on a form provided by the board and submit an application fee of $165."  According to the board, the application package is extensive and takes a considerable amount of time to fill out.  Registration lasts two years.  The renewal fee is $165.  The sponsor regulations also require that sponsor courses "contribute to the professional competence of participants."

The board proposes to repeal the Continuing Professional Education Sponsor Registration Rules and Regulations, which will save CPE sponsors the $165 application and renewal fee, as well as the time and effort required to complete the application package and renewal forms.  The lower cost of becoming and remaining a sponsor may induce more individuals to become sponsors and offer CPE courses.  The lower cost to sponsors and increased supply of courses may result in the availability of lower-priced CPE courses for CPAs.  CPE requirements will remain for individuals seeking to obtain or retain a board-issued CPA certificate.

The board conducts 30 to 40 audits every month of CPA-certificate holders to check whether they are in compliance with their CPE requirements.3  The board will accept 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).4  The board will 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.5  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.

The proposed repeal of the Continuing Professional Education Sponsor Registration Rules and Regulations allows CPAs to acquire CPE credits from sponsors who have not been evaluated in any way by any outside organization.  Under the sponsor regulations, sponsors are evaluated by the board and are restricted to offering courses that "contribute to the professional competence of participants."  Thus, the proposed repeal will likely lessen the frequency that CPAs will take courses that contribute to their professional competence.  They may choose instead to take courses that may or may not relate to their business (procuring more clients, etc.), but do not enhance or update their competence in providing CPA services.

The board refers to the sponsor regulations as "repetitious and unduly burdensome on CPE sponsors in the Commonwealth, in light of regulations and programs at the national level."6  However, there are no federal regulations pertaining to CPE sponsors for CPAs.  Also, though there is a national organization that evaluates CPE sponsors for CPAs, the National Association of State Boards of Accountancy (NASBA), the board does not require that sponsors participate in NASBA programs or that of any other organization.  As described above, repealing the sponsor regulations saves costs for sponsors and potentially for CPA certificate holders as well through potentially lower fees and greater choice of courses.  But the repeal also effectively lets anyone sponsor a course for CPA CPE credit, regardless of his ability or the quality or content of his course.  It could be argued that CPAs are intelligent people who can determine for themselves whether a course offering will be of value to them.  But if that is true, it is not at all clear why there should be a requirement that CPAs take CPE courses at all.  They can choose on their own whether the course is worth their time.  If the purpose of the CPE requirement is to compel CPAs to keep their knowledge and skills relevant to CPA services up to date, who otherwise would fail to do so, then there should be a mechanism to ensure that the qualifying CPE courses that they take effectively impart the relevant knowledge and skills.  Perhaps requiring that sponsors earn course certification through either NASBA, some other approved certifying organization, or through the board itself would accomplish this purpose.  If the board believes that the requirements of the current sponsor regulations are too burdensome, it can eliminate the regulations’ unnecessarily burdensome aspects and just retain those portions that help provide some assurance toward the quality and relevance of the proposed course.

Requiring CPE is costly for CPAs in time and fees, and it does not provide any true assurance that CPAs have continued 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.  As discussed above, CPAs can in practice meet their CPE requirement without taking courses that enable them to maintain and increase their professional competence.  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.

This problem may be partially alleviated if CPA certificate holders are required to disclose the courses that they have taken to meet their CPE requirement to their clients.  Potential clients would have a better idea of whether a CPA has kept current on developments in the service area of interest for the client.  In addition, if CPAs know that clients and potential clients will see the names of the courses that they have taken to meet their CPE requirement and the names of the course providers, it is probable that some CPAs will take more of their CPE courses in areas related to accounting than they otherwise would without a disclosure requirement.  But if there is no oversight of sponsors whatsoever, sponsors may offer courses with misleading titles which CPAs could use to impress clients, but which do not actually pertain much to accounting.

There may be an even better probability that CPAs will stay current in applicable knowledge and skills if the approvable CPE credits are restricted to courses on subjects relevant to performing CPAs 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.7  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 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.

Another possibility would be to eliminate CPE requirements and not have competency testing.8  CPAs would save on time and fees for courses that they would not have taken without the requirements; clients and potential clients would have the assurance that licensed CPAs had the knowledge and skills necessary to at one time pass their CPA exams and become licensed, without being misled about their current knowledge and skill level.  Clients and potential clients could then determine on their own whether they believed that an individual CPA had been keeping up with relevant developments in the field; reputation from other satisfied or dissatisfied clients could help in this determination.  Since the current CPE requirements, as interpreted by the board, allow for credit from courses that do not cover subjects relevant to performing CPA services, eliminating the CPE requirement does not actually eliminate an accurate assurance that CPAs maintain up to date knowledge and skills.  It is likely that the CPE requirement compels some CPAs to take courses that improve their knowledge and skills relevant for CPA services, but as discussed above, competency testing would more effectively and efficiently compel CPAs to remain up to date and would provide clearer information to clients and potential clients.

Businesses and entities affected.  The proposed repeal of the Continuing Professional Education Sponsor Registration Rules and Regulations affects the 203 CPE sponsors registered in Virginia, as well as CPAs and their clients.9
Localities particularly affected.  The proposed repeal of the Continuing Professional Education Sponsor Registration Rules and Regulations affects all localities in the Commonwealth.

Projected impact on employment.  The proposed repeal of the Continuing Professional Education Sponsor Registration Rules and Regulations reduces the costs for individuals to become CPE sponsors in Virginia.  According to the board, some individuals that initially expressed interest in registering as a sponsor decided against doing so due to the time and cost involved.  Thus, the elimination of the registration requirement may encourage some individuals to offer CPE courses who have chosen not to while the requirement has been in place.

As mentioned above, the elimination of the registration requirement reduces the costs for sponsors.  Lower costs will allow sponsors to perhaps charge lower fees and offer courses on different subject matter.  This may induce CPAs to demand additional CPE courses, which would increase employment hours for sponsors.  The potential increase in demand is tempered by the likelihood that a significant percentage of CPAs would not desire to increase their total CPE hours, even with lower fees and additional options, since it is believed that many are currently only taking 120 hours per three years now to comply with the CPA certificate requirement.

Effects on the use and value of private property.  The elimination of the registration requirement for sponsors reduces their costs and increases the value of their businesses.

Agency's Response to the Department of Planning and Budget's Economic Impact Analysis:  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."

Any coursework taken by a CPA to meet the board’s CPE requirements shall be constructed in a manner to meet the board’s definition of CPE.  Any coursework that does not meet the board’s definition is not acceptable.

Virginia CPAs and CPA firms spend thousands of dollars every year on CPE.  There are many CPE training providers operating throughout the United States.  A large percentage of CPE providers are registered with the National Association of State Boards of Accountancy's (NASBA) Regulatory Compliance Services Division.  This service offers several programs that assist state boards including Virginia and their licensees by determining high quality CPE providers.  The National Registry of CPE Sponsors (Registry) lists organizations that provide high quality CPE in accordance with nationally recognized standards. The Quality Assurance Service (QAS) recognizes organizations that provide self-study CPE courses of the highest caliber. Both programs were developed in response to requests from state boards including Virginia.  When contacted by training providers who are designing CPE training programs, the board refers callers to NASBA for information on the effective design and construction of CPE programs.  The training provider is not required to register with NASBA but may avail themselves of the program standards.

The board voted to repeal the Continuing Professional Education Sponsor Registration Rules and Regulations in 1999.  The board was advised that the regulations had been repealed in October 1999.  At that time, the application and renewal process for sponsors was discontinued.  As mentioned in the EIA, the board conducts a monthly CPE compliance audit of 30-40 CPAs.  After nearly four years, no CPE courses have been identified in the audit that do not comply strictly with the board’s definition of CPE.  The board believes that the marketplace will weed out those CPE sponsors that do not meet the requirements to provide the type of educational structure necessary for a relevant learning experience.

During the last four years, CPAs and CPA firms in Virginia have had greater flexibility in their selection of CPE and CPE providers.  This change has allowed a more tailored approach for the regulants and the board believes that the result has been enhanced services to the citizens of Virginia.  Those enhanced services have cost less as a result of the elimination of the unnecessary requirement to register as a board-approved CPE sponsor.

Summary:

The proposed action repeals the existing Continuing Professional Education (CPE) Sponsor Registration Rules and Regulations (18 VAC 5-30).  The board deemed these regulations as repetitious and unduly burdensome on CPE sponsors in the Commonwealth in light of regulations and programs at the national level.

VA.R. Doc. No. R03-28; Filed August 5, 2003, 12:40 p.m.

1 There are additional requirements.


2 Individuals under other circumstances have different CPE credit minimums.


3 Source: Board of Accounting


4 Ibid


5 Ibid


6 Source: Virginia Regulatory Town Hall Proposed Regulation Agency Background Document


7 This is not an option currently available to the board and would require legislative action.


8 Ibid


9 Source: Board of Accounting
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