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Minutes:

The meeting was called to order. All committee members present. Hearing was opened on SB

2398 relating to accredited public accountants,

SENATOR JERRY KLEIN, District 14, cosponsor. This bill would establish another level of
accountancy, that of accredited public accountants.

LARRY KRYZSKO, NDSPA, in favor of this bill. Written testimony attached.

SENATOR KLEIN: What would the difference be between CPA and APA?

L KRYZSKO: CPA do test functions like review and audit, APA would only do compilation,
SENATOR KLEIN: Would an. APA board be established?

L KRYZSKO: No, they would be under the present board.
SENATOR KREBSBACH: What is the difference between LPA and CPA?
L KRYZSKO: LPA same as CPA except they cannot audit insurance companies nor banks. APA

practice would be more limited.




- Senaie Industry, Business and Labor Committee
Bill/Resolution Number SB 2398 '
Hearing Date ngnmry 5,2001.

" SENATOR ESPEGARD: What about the LPAs?

L KRYZSKO: Law doesn’t allow any more, as they retire they will disappcar.

JOSEPH TATE, LPA, in favor. Written testimony attached. Intent of this bill is for a new tier of
licensing which would allow small business persons adequate analysis of financial status, With
dwindling LPAs, only CPAs will be left and they are consolidated in large populated areas.
Small areas would be left without accountants. APA candidates will have to exhibit two levels of
competency, undergo an exam and be regulated by the state board. Out there, many people not
licensed are doing bookkeeping, under this law, license would be required and a n accounting
background. This will benefit everyone.

SENATOR EVERY: City auditors would need to be certified?

J TATE: Yes.

JERRY SPAEDY, self employed bookkeeper, in favor. Introduced letters by , Jason Schuh,
CPA; dhad Bomber, Bookkeeper; Jim Lewis, BA in accounting; Dwight Hetletved, CPA;
Geotge L. Kelly, LPA; Devon Jokstad, EA; Linda Schaffer; Martha Lyons, LPA; favoring this
bill.

- SENATOR KLEIN: We are not going to harm those out there who are practicing and don’t want
to take the exam.,

L KRYZSKO: This will not legislate anyone out of business.

SENATOR KREBSBACH: EA (enrolled agent), is it a designation in the accounting rules?

L KRYZSKQ: It is an IRS designation, not a state one.

PAUL TRAUGER, CPA, in favor of this bill.

REPRESENTATIVE CURTIS BREKKE, District 15, in favor.
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Senate lndustry, Busmcss and Labor Committee
Bill/Resolution Number SB 2398

Hearing Date February 5, 2001,
JIM ABBOT, Executive Director ND Board of Accountancy, neutral. Written testimony

| attached.

KEN TUFA, ND Society of CPAs introduced:

RONALD I TOLSTAD, ND Society of CPAs, in opposition. Written testimony attached.
JOHN MONGEON, ND CPA Society, against, Written testimony attached, including technical
discussion regarding this bill.

LARRY KRYZSKO, distributed memorandum in response to technical discussion concerning
bill 2398.

Hearing closed.

Committee reconvened. Tape 2-B- 15.2 t¢ 22.3

All members present. Discussion held regarding packets distributed during hearing. Action

d nding further study.

Feb. 13/01. Tape 1-A-24.0 to 34.7

Committeé reconvened. Discussion held.

SENATOR ESPEGARD: Motion: do not pass, SENATOR TCLLEFSON: Seconded.

Roll call vote: 5 yes; 2 no, Carrier: SENATOR KREBSBACH.
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FISCAL NOTE
Requested by Legislative Councit
01/30/2001

Bil/Resolution No.: SB 2398

Amendment to:

1A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations
compared to funding levels and appropriations anticipated under current law.

~ 1999-2001 Biennium 2001-2003 Biennium 2003-2005 Biennium

eneral Fund| Other Funds |General Fund| Other Funds |General Fund| Other Funds
"Revenues $0 $0 $0 $ $0 $0
Expenditures $0 $0 sq $0 $0
Appropriations $ $ $ $ $0 $0

1B. County, city, and school district fiscal effect: /dentify the tiscal effect on the appropriate political

subdivision.
| 71999-2001 Biennium 2001-2003 Biennium 2003-2005 Biennium
T Schoot Schooi ‘ School
Counties Cities Districis | Counties Cities Districts Counties Cities Districts
$ $ $ $ $ $ $

2. Narrative: /dentify the aspects of the measure which cause fiscal impact and include any comments
relevant to your analysis.

State law now mandates that all expenses of the State Board of A« ~ountancy are to be paid
from fees it collects. As a result, there should be no direct fiscal i1, ract -- revenue or
expenses -- to the state, or any city, county or school district. One pssible exception would
be when a governmental unit employs an "accredited public accountant", they may choose to
fund the cost of initial examination, annual licensure, and ongoing education. In which case,
they could expect an initial expense of approximately $200 (for the initial accounting
examination, plus an ethics exam), an annual registration fee of $45, and perhaps annual

costs involved with continuing education.
3. State fiscal etfect detall: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detafl, when appropriate, for each revenue type
and fund affected and any amounts included in the executive budget.

B. Expenditures: Explain the expenditure amounts. Provide detall, when appropriate, for each
agency, line item, and fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropriation amounts. Provide detall, when appropriate, of the effect
on the blennial appropristion for each agency and fund affected and any amounts included in the




sppropriations.

statute 43-02.2-03 (paragraph 4).

executive budget. Indicate the refationship betwsen the amounts shown for expenditures and

No appropriation from state treasury funds would be anticipated, in accordance with existing

Agency: N.D. State Board of Accountancy

m: Jim Abbott
ne Number: 800-532-5004

" Date Prepared: 01/31/2001
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- Roll Call Vote #: )

2001 SENATE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO. o2 95¢’

- Senate Industry, Business and Labor Committee

D Subcommittee on
or
D Conference Committee

Legislative Council Amendment Number

Action Taken ‘DO%ZL /2&04’
Motion Made By Seconded
Aﬁn%ﬁﬂ By

No Scnators
Senator Every
+” | Senator Mathemn

Senators 36
Senator Mutch - Chairman &*
Senator Klein - Vice Chairman
Senator Espegard o
v
9

Senator Krebsbach
Senator Tollefson

Total  (Yes) 5

Absent ___Q
Floor Assignment MM

If the vote is on an amendment, briefly indicate intent:




REPORT OF STANDING COMMITTEE (410) Module No: SR-26-3203

February 13, 2001 1:29 p.m. Carrier: Krebsbach
| insert 1.C:. Title:.

AEPORT OF STANDING COMMITEE
8B 2398: Industry, Business and Labor Committee (Sen. Mutch, Chairman) recommends
DO NOT PASS (5 YEAS, 2 NAYS, 0 ABSENT AND NOT VOTING). SB 2398 was
placed on the Eleventh order on the calendar.

8R-26-3203

(2) DESK, (2) COMM Page No. 1
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Senate Committee on Industry, Business, and Labor
Senator Mutch, Chairman
Committee Members

I’m sure if we were here today to request that this Committee recommend th.: eliminate
the LPN program in favor of RNs only or X-ray Technicians in favor of Radiologist
only, I'm sure this hearing would not take very long and the outcome would be very
predictable. The economic cffect and the reduced access to care that either of these
proposals would create would be disastrous to the people of North Dakota. However,
over the years, this is exactly what has happened to the accounting profession in North
Dakota. We have not had a new accountant, other than a CPA, in this state since 1976.
The youngest LPAs are in their midfifties, the Licensed Public Accountant is a dying
class in more ways than one.

Since the requirements to become a CPA has increased to 150 semester hours, there has
been a dramatic reduction in accounting students. While the total enrollment in higher
education has remained fairly constant for the period of 1997 through 2000, the total
enrollment in acccunting has decreased twelve per cent. This does not sound like much a
serious problem uatil you look at two factors. In 1997 the total enroliment counted four
years of students while in 2000 it includes five years. The other factor to consider is the
first and second year enrollment in accounting. At NDSU, the first and second year
enrollment in 1997 was 170 students, in 2000 the enrollment is 102. This is a forty per
cent decrease. We are creating a shortage of accountants. The future effect on economic
development is unpredictable, who will be in the smaller rural communities to provide
affordable accounting survices.

The proposed Bill before you is a solution to future problems. This bill does not diminish
the value nor the prestige of the CPA or LPA. It does provide qualifications that will
assure consumer protection. Any candidate wishing tv become an Accredited Public
Accountant must first meet the education or experience requirements set forth, They
must pass an exam that tests the competency of the individual, their scope of practice is
limited, the must participate in continuing professional education and there is a system of

peer review,

In the past weeks I have traveled to many areas of this state speaking on behalf of this
proposed Bill., This proposal is very well accepted by the general public. I have received
some very interesting comments, I have been told that there are students enrolled in North
Dakota schools who are moving to Minnesota to establish residency to take advantage of
the Minnesota Accounting laws, I have beer: told that the decrease in enrollment in
accounting is due to students attending college in states that do not yet have the 150
semester hour requirement. 1 have no way to either prove or disprove these statements,
however, as a State we cannot afford to have either of these statements to be true. If we
lose our young people out of state due to competition, that is beyond our control.,
However, if we legislate our young people out of state, that is our fault,

I urge you to support this bill, thank you,




v
i
-
i
i

S

et S A e e T

A R R

Joseph C. Tate

Licensed Public Accountant
917 Bennette Avenue - Box 8
Portland, North Dakota 58274

February 4, 2001

North Dakota Society of Public Accountants
Attn: Mrs. Jean Klein, President ‘
P.O. Box 102

Bismarck, ND 58502-0102

Re: Senate Bill 2398

Dear Mrs. Klein:

As a member of the North Dakota State Board of Accountancy I want you to
know that I have fully reviewed and support the provisions of Senate Bill 2398

as proposed.

I believe the addition of the proposed licensing of providers of nonattest
financial reporting services will enhance our accountancy law as follows:

1. Our current accountancy law restriots the practice of all aspects of
accounting financial services and reporting to currently licensed certified
public accountants and licensed public accountants. This provisions of SB 2398
will direct the board of accountancy to license qualified applicants to practice
and provide nonattest financial reporting services. :

2. I have found the following proposed requirements for this new level of
licensing to be adeguate;

a. Applicants would be required to have completed a minimum of two

A years of accounting education from an accepted and qualified university or two

year vocational school.

b. Applicants will be required to successfully pass the Accreditation
Counoil on Acsountancy and Taxation examination. The ACAT examination is
accepted by state boards of accountancy such as Iowa and Minnesota., Unlike the
certified public accountant examination, the ACAT examination is geared toward
providing testing for providers of nonaudit financial service providers.

¢. As pointed out above, SB 2398 would require licensing of currently
unlicensed providers of nonattest accounting services, thereby enabling board of
accountancy effectively protect the public of such providers.

3. Yurther, SB 2398 does not in any way compromise the practice of the CPA
or L:: communities. Rather, the proposed Bill will enhance their professional
standings.

1 want you to know that I fully support this Bill., Feel free to call on me for
whatever assistance you might need.

Sincerely,
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February 5, 2001

Good Moming!
- My name is Jerry Spaedy. I live at 1110 Ward Road here in Bismarck. I have
owned my own Bookkeeping and Tax Service since 1977
The Accreditation Council for Accountancy and Taxation, known by its initials,
ACAT, is a private, non-profit corporation affiliated with the National Society of

- Accountants. ACAT offers and administers the credentials of Accredited Business

Accountant, (ABA), Accredited Tax Preparer, (ATP), and Accredited Tax Advisor,
(ATA), to individuals who meet required elements of education, examination and
experience. In order to maintain the ACAT credential, individuals must meet continuing
professional education requirements and adhere to ACAT’s Code of Ethics.

The examination for Accredited Business Accountant is 8 hours in length and
covers 5 topics, Financial Accounting, Business Consulting, Taxation, Ethics, and
Business Law. The exam is written by Professors and CPA’s, and is administered nation-
wide twice & year.

Our Society is looking to help ecconomic development. Under present law, an
individual cannot practice Public Accounting unless you ure a CPA with 150 semester
hours of education. A bachelor's degree after completing 120 semester hours is not
sufficient in our state to get a certified public accountant’s certificate in North Dakota,
But if individuals wish to practice public accounting in North Dakota, the need for a
permanent 2nd tier of accounting is paramount. The alternative is to go into the business
sector, or leave the state. North Dakota has the Licensed Public Accountant as part of our
existing law, but it is a “‘dying class”of accountants. After all of our existing Licensed
Public Accountants have retired or passed on, there will be only (1) class of accountants
in North Dakota. Is this right & propet? We are not asking for the attest function with this
legislation. That must reside with those individuals qualified to perform those duties, the

. LPA’s and the CPA’s. But the incentives for individuals to practice Public Accounting

without becoming a CPA are gone. We feel this is very needed legislation to send a

“message to prospective students to enter the field of accounting to serve the many small

businesses and farmers in our rural communities,

Thank you!
- Jerry Spaedy
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| G Jason Schuh
2 February 2, 2001
;;( 3
3 .
’, -§ Industry, Business, and Labor Committee
A - L Chainnan Senator Duanc Mutch
; g and Other Committce Members
{ ¢ :
Q Dear Distinguished Senators:
’ I, | am writing this letter to show my support for Senate Bill 2398. I recently went into
’ @ business for mysel( as a sclf-employed CPA, One of my first requiremonts was to find a
= qualified individual to help in the preparation of tax retums and firancial stateients,
: ’:4 After running an ad in the Bismarck Tribune for a week and having a iisting posted with
f & Job Service, I had only two applicants. ] truly belicve that with the passuge of this bill, it
g > will enable small business owners such ag myself, to find and hive mote qualified
1 . &3 mdlwdualit.
?{i | Sincerely,
! o jcz/
! ason Schuh, CPA

.
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BOOKKEEPING, TAX PREPARATION & SMALL BUSINESS CONSULTING
PO, BOX 127 * FINLEY, ND 58230 ¢ ‘TEL (701) 524-2756 FAX (701) 524-2753% * B-mail: chad_csa @ migc.com
MAYVILLE (LOCATED IN MAYPORT INSURANCE BLDG.) * (701) 786-2070
CHAD BOMBER, E.A,

February 2, 2001
To Whom It May Concern:
RE:Senate Bill 239YY

My name is Richard SChad) Bomber, and I am asking to ha
heard about bill 2398,

1 graduated from Mayville State with an B,§, in Buoinero

Administration and a minor in Accounting. I took ovo:g

available acoounting olass. I choose NOT to test for the

CPA Adesignation becauee in a small town such as Finley,

the only need for a CPA would be by the Largo Grain

Elevators and BPanks and they would call in the Large firms

for thoir neads angwcy. By NOT having Lhe CFA designation

I found that a number of people called on my sexvices

: because hhe{ ti?urod I would be more reasonable ln my

\ fyvnu. Over the 13 years | have been in business, T have

’ handled several dozen different types of business

‘ entities. Many times banks have called on me for
tinancials 30 that a detexmination could be made as far as
making loans to GOING CONCERNS. Y choose¢ the designation
of B.A.(Bnrolled Agent) to lend grcdihtlity to my
business. AM I any loss qualified to do the work of a
CPA...NO, I do the same work Qvorydaz...!xcspT...that 1 do

: NOT ceartify it. Tx there a need for this

i bill....Absclutely.. Our farm opexations are growing in

3 size cvory"zoar, requiring larger Joans and better

' regords, IR ?o ng to coma to the small town Finley's

v and do it...the Elde Bailey s...NO. With the gtates

3 efforts turned to Economic Devologmont..are tha big

9 - acoounting firme yoiny Lo be available for financial

% help...NO. Theure are & GREAT many of us out here who

§v choose NOT to have the CPA designatton...but are still
! HIGHLY competent to 4o PROFESSIONAL work for the public we

5 serve...

PLEASE take a HARD look at passing this bill and helping
the future of North Dakota.

-
. ».d b 4 —-—,




February 2, 2001

Senator Mutoh, Cheitman

lnduwg.. Business and Labor Commitiee
North Dakots State Capitol

Blgmarck, N. Dak. 58501

Senator Muich,

) would like to inform you thid | am in support of Senate Bill 2398. As a graduate of the University
of North Dakota in 1958 with a B.A. in sccounting. | did nat pursue the CPA accreditation es |
enlerad $he banking feld as on sxaminer. | was employed in banking for 41 years with much of
my experience in financial sistements. | have met and with many licensed
public accountants in Dekola | cortienly feel that there is & need for LPA's in the Stale and
would ke 10 have your support on Bl 2308,
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T gea3-2001 1164PH  FROM DWIGHT HETLETVED CPA | 701 462 337!

DWIGHT HETLETVED
CERTIFIED FUBLIC ACCOUNTANT

505 5th Avenus, P, O. Box 1108
Washbym, ND 58577-1108

Tolophone 701-462-3378 FAX 701.462.3971

February 3, 2001

Industry, Business, and Labor Committee
Senstor Duane R, Mutch, Committze Chair
Committee Members

As a member of the North Dakota Society of Public Accountants as well as a
member of the North Dakota Soclety of Certified Public Accountants | am asking

for your support of Senate Bill 2398,

| have besn in public accounting practice since 1982 and in urder to prepare
financial statements | had to become a CPA, My practica now is entails preparing
income tax returns and compiled financial statements. | do not prepare reviewed or
audited financial statements, although because | am a CPA, | am qualified to do so.
This bill would allow the Accredited Public Accountant to praclice as | am.

Since the accounting degree and CPA exem now require 150 semester hours, the
number of accounting students has declined by a concerning amount. Because of
this decline, | understand acocounting firms are having difficulty in hiring sccounting

staff,

This bill provides for protection of the public by requiring competenoy testing,
continuing education, peer review and limiting the scope of practice of the

Accredited Public Accountant.

Again, | am asking you to send this bill to the full senate with a “Do Pass’
recommendation.

Thank you.

B NetlFocd

* Dwight Hetletved, CPA

F.2
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GEORGE L. KELLY
1519 25TH AVENUE SOUTH
FARGO, ND

Yebruary 03, 200)

Jean Klien, Preatdent

ND Soclety of Accountants
804 6th Avenue NE

Mandan, ND 58554

Dear Jean:

I'm writting to you In support of Senate Bill 2398. 1I'm in agreemant that this
is indeed a great bill and gupport it 100%,

1 am the State Director for the ND Soclety of Accountants., I am the liason
between ND and the National Scciety of Accountants, Both the National and ND
Society of Accountants feel that this bill ic good for the pecple of WD,
sspacially the rural arvas where many larger accounting firms don't have sny
desire to go, because of distance and the cost. An APA could provide the
sexvices of these small businesses and be more cost effective for these
businesses. We kuow that many emall town bankers would appreciate having a
compentant sccountant in their area to serve the needs of rural ND.

Economic development is always uppersmost in the minds of everybody these days.

Governor Hoeven spoke about it when he ran for Governor, Mn has recently paseed
legislation for another tier of accountante in their atate. What is happening
in the cowns on the border - like Farge and Mooxhead ~ is that studentse sare
taking up residency in Mn, going to school in ND, in order to qualify fer status
g0 thay cen call themselves sn Accountant in Mn. We are spending monies for
professionales to teach our young men and women - and then to have them move to
another etate like Mn becsuse they can call themselves an Accountant and make

a better living for theuselves,

The Licensed Pubiic Accountant ia a dying claas ~ and there are limited numbers
of us left. We desperately need a class such as the APA in order to serve the

needs of ND.
I urge you to sncourage the committee to support 58 2398 - and mncourage every
other elected official to support this great SB 2398,

Thank you.

Sincerely

Ge L. Killy; Licensed Public Accountant

orge
and WD State Director

TOTAL P, B!




FROM § JOKSTAD TAX BERVICE POMNE NO, 1 701 232 1649 Feb, 94 2001 0312491‘"! Pl

DEVON JOKSTAD
809 SOUTH 19TH STREET
FARGO, NORTH DAKOTA 5810

February 3, 200]

Joan Klein, President of
‘ North Dakota Society of
' Public Accountants

. 804 6th Avenue N.E.
Mandan, ND 58554

Dear Jean Kiein:

I strongly feel that we should all support Senate Bill §B2398, For the
following reasons.

1. It will help steengthen the economic development of North Dakota.
As you know under current state laws, anyone with an interest in the
accounting profession has to move out of siate uniess they can
become a CPA. A lot of students can not afford to go this route
due o the fact that they have to go to school for five years.

2. Not every singll business needs or can afford the services of a
CPA fim.

3. The small (¢ wns need the services of an accountant but their is
no on¢ in their town who can provide the scrvices, because the
CPA flems can’t atford to locate there,

The state of North Dakota neads to keep its young people in the state
not sénd them uway, which is what you will be doing if this legisiation

does not go though.
Respectully yours,

Ko Lt

B
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| WRITING [N REGARDS TO A BILL THAT IS BEING INTRODUCED BY REP, KEMPENICH, WALD
AND SEN, KIL.BIN, STENEHIEM

THIS BILL WOULD BB VBRY HENEBFICTAL TO MANY PERSONS IN NORTH DAKOTA., SOME LIKE ME
Y HAVE WORKED FOR MORE THEN 30 YRS IN THE OFFICE OF A LPA. 1 HAVE LOST ONE EMPLOYER
TO DBATH AND THE OTHER IS AGING, WHAT HAPPENS AFTER TH(S ONE [S GONR? [ HAVE BEEN
DOING THE ACCOUNTING, TAX WORK EST UNDER THIS LICENSREE. I HAVE BEEN DOING

THIS WORK UNDER THIS OFPICB FOR MOST OF MY ADULT LIFE. T WOQULD LIKR TO CONTINUE
THIS WORK FOR SOME TIME ! WITH OUT A NEW LICBNSING SOMB OF THE CLIENTS THAT ]

WORK WITH WILL NOT BEABLE TO COUNT ON ME, [F | NO LONGER HAVE A LP'A TO WORK
IJNDBR, M SURE THERE ARE MAY PERSONS THA'l WiLL HAVE THE SAME PROBLEM AS [ DO.

WE NEBD MORE LEVELS OF LICENSING SO WE CAN KFEP OUR CLIENTS AND KEEP

ACCOUNTING, BOOKKBEPING PERSONS TN OUR STATE

THA%: ou,
[ - v
C'wt éﬁi% 'Z/Zé

FARGO ND
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LYONS & LYONS LPA

1526 300 AVE B0 TARCO ND W10

e

T OVD BT *

Fos (01 206- 1087

I ‘have been a Licenwed Publio Acoouptant in North Dakota

iinoo the original bill was paswed in Vhe Legislature.

My prasoctice is much sumlle# than it was wheu there were two
of us . in our firm. After the death of my husband 15 years

ago I Have been sble to continue with my daughter assisting
ne A8 an Assooiate in the North Dakots Socoiety of Publio

Acoountants.,

I am very wnuch in favor of snother Level of Aconuntants in
North Dakota. There are uany small businesses in this state
who do not. need the services of a CPA to conduct their every-
day operations to prepare the information neuded by Financisal
Institutions and the Internsl Revenus Service. We are
discouraging our ysung people to go into the Acocunting field

I agree with the bill am it provides Competenoy Testing,
Continuing Bducation, Peer Review, and Linited Scope of

Practice.

I omannot understand why the present Accountancy Board should
feoel that this bill would lower the Standard of Accounting

in this State.

Marthas Lyons, LPA




TESTIMONY BEFORE THE
SENATE INDUSTRY BUSINESS AND LABOR COMMITTEE
February 8§, 2001

Testimony in opposition to SB 2398

Tostimony presented by: Ronald |. Toistad Jr., CPA, M. Acc.
North Dakota Society of Certified Public Accountants

Chairman Mutch and members of the Senate Industry Business and Labor Committee, my
name Is Ron Tolstad and as some of you know, | work for the Office of the State Auditor. Today
| am here representing the North Dakota Society of Certified Public Accountants. | am testifying
in opposition to SB 2368, The CPA Soclety represents over 1,400 CPAs, About 40% of our
members are in public practice in CPA firms other members include business owners,
govemment and business employeas, teachers and even some lawyers.

| am speaking in opposition to this bill which would create a lower classification of accountants.
| have three 3 basic objections to this bill relating to:

1. Regulatory concems,
2. the lack of public or market demand, and
3. concem about lowering standards.

Since | am a student of government, | would like to start with my regulatory concems. The State
establishes occupational and professional boards primarily to protect the public. The State has

created over 60 occupational and professional boards, which are state agencies, primarily to
provide regulation in the interest of the public. These boards go from Abstracters to Wholesale
Drug Distributors, from Electricians to Electrologists And Electronic Hair Removal Technicians.
it is curious that most every legisiative session has one or more groups wishing to establish
additional occupational and professional boards. This sessicn you will see bills for
Acupuncture, Guides and Outfitters and Marriage and Family Therapists. The primary reason
many of these groups want to establish boards is not so they can have more state regulat.on or
sven 1o protect the public, but rather to have the State legitimize their activities, basically giving
them the benefit of saying they are “State certified.” If you have followed the troubles of the
State Board of Podiatrists, you know this certification comes with a cost to the State.

The State Board of Accountancy was established to protect the public. The system has worked
80 well that | think many take it for granted. Our free enterprise system reles on accurate
financial information. Some of this information is 80 important that the markets want the
information compiled or verified by independent sources, accountants and auditors. Some 25
years ago the ND Legisiative Assembly set the standard for accountants to be Certified Pubiic
Accountants (CPAs). In the interest of faimess Licensed Public Accountants (LPAs) were
*grandiathered in" as a dying class. This dying class of accountants has all the rights and

obligations of CPAs.

SB 2308 would, for the first time in ND, establish a second or lower class of accountant. | do
not think that this would be a wise decision. Consider, if you will, other professional boards.
Would it be a good decision to establish a second, or lcwer class, of podiatrisis? Maybe their
services would be limited 10 treating sthietes foot, or perhaps hang nails. How about attomeys?
Perhaps a lower class of lawyer should be established, now there’s a scary thought. AN humor




aside, | don't think it would be any better to establishing a lower class of accountant, tiian it
would be to establish a lower class of lawyer or any other profession.

Cetting back to the most important raason for professional boards, to protect the public, this bill
would nct do anything to enhance the public protection. As a rule, professional boards regulate
the entire profession, without certification or a license, it is illegal to provide the services to the
public. From doctors, to electricians, to participate in the profession, one must be licensed.
This wouldn't be true for this new clans of accountant, &s it would be voluntary. No one would
be compelied or required to be licensed or accredited to provide the same services as an
“accredited public accountant,” nor should they be. Individuals are now, and will continue to,
perform essentially all the same services as an “accredited public accountant” without being
licensed. The NDSCPAs supports regulation of those services where there Is particular public
interest, but other less sensitive services, should be left open to the free market, There is no
compelling reason for the state to accredit a second or lower level of accountant.

This brings me to my second objection. This bill is not the result of the public demanding an
additional class of accountant. Quite to the contrary by all available evidence the public is being
served well by the current system. A 1994 survey, see attachment, of banks and businesses
showed that 100% of the banking group and 94% of the business group thought their present
accounting services were meeting their needs. The survey also asked if the state should have
control over all preparers who complete financial statements. 75% of the banking group said no
and 11% said yes. Only 38% of the business group were in favor of regulating all preparers of
financial statements. There just doesn't seem to be a public clamoring for more accounting-

related regulation,

To further demonstrate that another class of accountant is not necessary, | have attached a
listing of CPAs and where they practice. You can see there are over 500 CPAs in public
practice and where they are located. Notice that there aiready are CPAS in towns as small as
Wimbiledon, Donnybrook and Arthur, With even small communities having practicing CPAs,
there aren’t any North Dakotans having difficulties finding competitive accounting services.

Indeed this bill is not being brought to meet public demand or to protect the public's interest, but
rather it Is being brought by individuals who want the State to give them credibility. Credibility,
in my opinion, without meaningful standards for admittance. This will only serve to lower the
standards for people providing “licensed accounting services” which would not serve the public

good. This brings up my third objsction, low standards.

The CPA profession is held in high esteem by the public. its high standards for professional
integrity, meaningful entrance requirements and continuing educational requirements help to
onsure we maintain public trust. The only services restricted to CPAs and LPAs by law and
reguiation are assurance reports on financial statements. That is to say audits, reviews, and
compilations. This bill diiutes the high standards of knowiedge and training that are expected of
thosa who can call themseives public accountants. it creates a new state endorsed
designation, 10 perform an assurance service, the compilation of financial statements. This new
State endorsed designation would create a iower class of accountant with considerably lower

admittance standards.

You should be very concerned about legitimizing a lower class of accountants to issue
compilation reports 10 the public. These compilaticn reports are relied upon by banks, investors,
companies, and management. For the state to endorse lower standards would not te

bonding
in the publics best interest.




A CPA Is required (o have a college degree with an emphasis in accounting (24 semester
credits) and other business education (another 24 credits) and to pass the CPA Examination.
CPAs aro also required to have at least one year of experience. The proposed lower class of
accountant's entrance requirements would allow for no college credits, and incredibly no
accounting education. Allowing such irk'ividuals o issue an assurance report with the same
language used by CPAs and LPAs would not be in the public's best interest. This is not an
improvement, this only downgrades standards and decreases public protection.

Relating to lower standards, the proposed tust, the ACAT Exam, has been evaiuated by the
education community at a level of compatency below that of college sophomoie accounting
students. Several years ago, Paul Parkinson, then chair of the Ball State University Accounting
Depariment characterized the ACAT Exam as "definitely not appropriate for the licensing of
public accountants of any kind at any level of service." He went on to say "l would also expect
anyone who had a good high school accounting background to be able to pass the test. The
test does not include anything concerning income taxes or the performance of compilations.”
Perhaps the test content has changed since this study, but these comments at least call into

question the validity of the proposed testing.

While | sincerely believe a lower class of accountants Is not necessary or wise, even the 10
states that have a second tier of public accountants have higher standards for admittance.
Each of these 10 states require passing 1-3 parts of the CPA examination and 7 of the 10
require testing relating to auditing. This bill prohibits the testing of auditing.

We ask you to make a do not pass recommena to the full Senate. Thank you for your time and |
would be happy to answer any of your questions.

Attachments. Business Survey.
Listing of public CPAs and the communities they serve.




CPAs in public practice gre located throughout
the state —~ even in very small communities

1
1
1
1
1
86

8
1
2
1
1
1
2
1
1
1
1
1
3

1
2
1
2
2
178
2
7
71
2
1
1
1
1
2
2

1

1
3
1
2
2
2
1
9
1

Arthur
Balfour
Beach
Berthold
Beulah
Bismarck
Bottineau
Bowbells
Cando
Carrington
Carson
Casselton
Cavalier
Cogswell
Cooperstown
Crary
Crosby
Devils Lake
Dickinson
Donnybrook
Drayton
Elgin

Fargo
Fordville
Grafton
Grand Forks
Harvey
Hazelton
Hazen
Hettinger
Hilisboro
Horace
Jamestown
Kenmare
Langdon
Lidgerwood
Lincoln
Linton
Lisbon
Maddock
Mandan
Mayville
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-
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Mcclusky
Mcgregor
Moville
Minot
Mohall
Northwood
Oakes
Oxbow
Page

Park River
Parshall
Ray
Reeder
Rolla
Rugby
Stanley
Tioga
Valley City
Wahpeton
Walhalla
Washburn
Watford City
West Fargo
Wheatiand
Williston
Wilton
Wimbledon
Wyndmere

2/2/01 List consiats of CPAs In public practice
living in ND with a ceriificate in good standing.
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‘The pumpase o this resvarch project wax (0 dutormine whether there oxists the need for
anothor classification of accountants in Narth Dakota, Currently, only Contified Public
Accountanis (CPAs) and Licensed Publc Accountants (1.1'Ax) may use the tortn “accountunt® in
their businees pracices, 'The LPA's have been stowly phased out over the past 1S years, but

believe that anither clagsiication of accountenty van etlectively provide accounting services (o the

peopte of rural Novih Dakota.
[SEARCH CONDUC

In order to justify that the noed for another classilicalion of accountants uxisted, a survey
of selectcd North Dakota businesses and banks throughout rural North Dekots was conducted.
‘1he medium used for this particular survey was the (¢lephone. Businesses and banks were polled
on thelr understanding and feolings towwrd cwyent financlal services availabl to them, An initial
surwey (appundix A) was designed hy Mr, (leorge Kelly, n Fargo 1LPA, and Dr. Raghu Tadcpalli,
Assintant Professor of Markoting at North Dakota Stats (University.

The descriptive research gonducted used a multiple cross-sectional design because the
number of sumples used (banks md husinesses) were sampled only omce. The vurvey itsolf
followed a struciured format, which specified the set response aliornatives. More specifically,
these questions were dicholwomous questions which provided only two responses (yes ad no), but
also comtained a noutral responss (don't know), This allowed the interviewers to maintain an
adcquals amm'mt of control in the responses given by thase in the sampled population,

‘The inital sirvuy way tested on a small percentuge of those businesses in the population
sampled. By conducting this initial testing, lheinmmwmauewwc whether the
swrvey wouk! provide results the 1.1A's wore looking for, 1Towever, the inftiaf results led the

\
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researchers ta believe that there was o lot of responsc creor, more specifically inability enror and
unwillingnens ervor, Tha imﬁitity error dotormined was the respondent's inabilify to provide us
with accurate answers to the queations, and their unwillingness (o provide us with accurate

| answers, It wag determined that the wording of' the survey questions was a bit complex for the
sample population and respondents were provi_ding answers meroly lo: linish quickly with the
survey, avoid embarrassment (because respondenty didn't want o appear unkxiow!cdgcablc). orto
simply plcasc the jntervicwers,

Becoause of these findingy, the survey was ediled Lo convey questions that were more

understandable to those tn the selected sample popwiation (appendix B). By using short and simple
questions, the researcher 1elt the respongce rate would be more fivorable and would greatly reduce

selection bias. While sume respondents had difficulty with a few of the questions, most of the

respondents were awire of what cach quostion meant,
CONCLUSIONS s
A Wial of 395 businessos and 40 banks throughout communitios in North Dukola were

~ nulected to take part in the survoy, OF these 395 huninenses, 210 were mccensfully contasted and

. e -

participated in the survey, Whils this survey had a sucoess rate of S3%, there were sovoral

busineases that wers no longer operating or reapondents could not be reachod after two or move

T

T Mt et g NG vy o it m———n,  .e=
Tt e vl A el

allempty, ‘The bank survey had a sucocss rate of 90% (36 vut of $0). Again, the same tactors

| ; ; memionf,d above were the undetlying reasons for not reaching all of the respoundunty.
; . Nonetheless, the survy provided aselul results, which were broken down into percentages
i oft yes-«no--don't know, and N/A. Rusulis of the business survey (appendix C) showed that most
‘ ﬂ;tpmdent« werg boing provided with sume types of accounting sorvices; Most respondunts knew
EE '.; ol sccounting services offored in or 10 thoir commundties, but many did not undersiand the
4

[ 3
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difference betwesn LIPAs and CPAs. While mast respandents had access to accounting services or
" did their own hankkeeping, citcfc still uxisly an awareness problem of the scrvices LPAs can

provide compared to CPAw,

Mot businesyes feit that their small communities could not support the scrvices that an
accountant could provide, or thoir cummunily had an accountant residing there alrcady and could
nol support another one, M:my respondents {ult that tax preparers almu!ci be registered with @ stute
agenvy, but seemioed uppbsqq 10 more govornment contral.

The response rate in tho survey of North Dakola banks (appendix D) provided mare insight
beeause thoy had a vetter undcrstnndiua of the purpose of the survey, The capacity of bankery
rolative to their position in the community enabled them to understand the survey's content and
hot it atfected thcifl communily. A majority of the bankery surveyed undersiood the difference
hotweun LPPAS and CP Ay, and what type(s) of accounting services were heing provided in or to
their conununity, While the bankers wore split on whether their community could support the
servicon of a new or additional accountnnt to reside (here, many felt that it would be beaeficial to
have an accountant other than a CPA provide services there,

The bankers were evlenly split amonyg having a *lay person® appointed to the State Board of
Accountancy, but were aditnuntly opposed to having statc control aver those peopls who

completed financial stuternents, Most all of the bankers aceepted halange sheet and profit loss

4

~ statements without a dikclaimer.

The rescarch conducted in this project shows there may be the need for an alternative

. claysification of accountants in rural communitics throughout North Dakota, FHowever, education

3   of thoso altornutive services to the private sector of rural North Dakota is parumount, Most

v
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businessos are unsware of these services, and if the TPA'S wan (o pencirate this markot, they must

inforr pooplo that their services are there.
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QUESTIONS
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[s your community presently being Don’t Know
+ provided with accounting services?

Ll
R RArUNE -
gt ~ =

N
bttt PR, S
~ -

' Do you understand the difference Don't Know
. between licensed pubic accountants
1 and certified public accountants?

~ "
R

—— o
—

At present who provides. you with Certified Public Accougtant
i . accounting services? - Licensed Public Accountant
Other

B 108

I
. :':.w'-

a————

= "-h-

Are their offices located in your Yes No Don't Know
i, . community?

e ——— e i A —— Sy, Y gy S Wy i, Mgt e 5. e A na

. If no, do you believe your community Yes Don’t Know
. . can attract an accouutant to reside
. there?

Do you believe your community would Don’t Know
benefit by having someone other than

a CPA provide accounting services

there?

Would you be in favor of appointing Don’t Know
- someone other than an accountant to
the State Board of A&o’ununcy?

i . Are your present accounting services Dou't Know
ol meeting your needs?
Do you accept balance sheet and Don't Know
profit loss statemteuts without a
disclaimer?

[E

o N Teee o ey T -
-

.
- - - "
[ S —_'-._-—-__o.
- e -

Shoul} tax preparers be registered Don't Know
with a state agency?

-
o
-

: . Should the state have control over - Don't Know
all preparers who complete financial
stoteoents?
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SURVEY RESULTS
OF NORTH DAKOTA BUSINESSES
NORTH DAKOTA LPA ASSOCIATION

Percentage Breakdowns:

- rtemman o o

o : Yes _ No  Don'tKnow NA
Q1. 'fs your community presently being provided i
with accounting services?. . 8190 | 1048 1 714 |
Q2. Do you understand the difference between
LPAs and CPAs? ’ 33.61 60.48 4,76 .48

o omsr it 4 6r2eama | 4 By 0 P Y TR T -

Q3. At presant who provides you with accounting

services--  CPA LPA Other? | R D N

‘ 55.24 12.86 30.00

Q4. Are their offices located in your community?| 6148 | 4095 | 190 | 524
: t

t
Q8. If no, do you befieve your community could

attract an accountant to reside there? 1857 | 905 | 1095 | 6095 |
Q6. Do you believe your community would l | 1
benefit by having someone other thana ! ' | ,
CPA provide services there? . 3649 | 2180 , 3571_ | _S71 _:

|

7 Would you be in favor of appointing
 someone other than an accountant to
& the state board of accountancy?

O Ny ‘;—.“0“““

8 Are your prasent accounting services
meeﬁng your needs?

9 Should tax preparers be registered with
: astate agency? . i 65 24 | 1714 16.19 85

10 Should the state have controi ovar all

'preparars who complete financial
statements? l 13619 | 4476 16.57
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'I QZ» Do you understand the dlfference between
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o with accounting services?
'(

LPAs and CPAs?

Q3 At present who provides you with accounhndf

CPA
88.89

LPA
1.1

safvlces-

_Q4 Ate their offices located in your community?|

QQ. ‘-If no, do you believe your community could
N a(tfact an accountant to reside there?

6 Do you belleve your community would
nefit by having someone other than a
'CPA brovide services there?

‘07‘ Would you be in favor of appointing

+ someone other than an accountant to
i " .the state board of accountanoy?

Q8. Are your prosént accounting services
- meetlng your needs‘? l

| Q9 Do you accept balance sheet and
“profit loss statements without:a
. 'disclaimer?

)
1.
‘Ql
i

f'i Shoutd the state hava control over all
i preparars whe complete financial

0 Should tax preparers be registered with
a state agency? ;

;;-;

/’,

01 ; Is your community presently boing provided

i -

' SURVEY RESULTS
 OF NORTH DAKOTA BANKS
NORTH DAKOTA LPA ASSOCIATION

Yes No . DontKnow _NA
889 | 1141 -
5278 | 4T22 |l
..... — - — ._...r D

3233 | 8667

1667 | _2778_| 1667 | 3869
8000 | 2500 | 111 | 1389
T2 O
7500 |. 1944 1 8S8_ | __. ..
4107 1. %841 | 1944 | 278
A 75001 1389 1 L.

siatomonts'?

Pearcentage Breakdown:




: Commento to the Senate lndustry, Buslness & Labor Committee
February 8, 2001, |

y name is Jim Abbott. | serve as the Executive Director of the N.D. State Board of Accountancy.

“WThe Board learmned of the bill just recently, and has not discussed it as a group.

So | don’t bring any formal Board position in support or opposition.
But this legislation directly affects the Board's area of responsibility, so | am available for questions,
and | will make just a few observations for your help in evaluating the biil.

1. From my experience, the Board of Accountancy, as a group, has displayed no interest in regulating
additional groups of people. Over the last several years when varlous changes have been made in
accounting regulation, the Board has not proposed broadening its reach beyond the LPA and CPA
community. The Board's duty is basically to regulate a specific narrow area of the financial community
- the providing of reports on financial statements. These reports are used by bankers, bonding
companies and internal management to make decisions, some of which can be quite substantial. This
type of work is restricted to public accountants, plus various “accounting-type” titles is about the only
area the state has chosen to regulate accounting services. And the Board has not sought to expand

beyond that scope.

2. To my knowledge the Board has not received requests from the general public for additional
accounting classifications. We have received no request from the general public to lower the
requirements for those authorized to perform compilations.

3. The Board has not received any material number of complaints about unlicensed people doing poor

B
- . The national trend In recent years has been toward stronger standards for the accounting profession.

5. As a Board our primary responsibility is protection of the public. This bill does lower the eaucational
requirements for a person to be able to hold themselves out to the public as a public accountant, and
perform compilations. The change in standards is from a coliege degree, with an adequate accounting
concentration, to either a 2 year degree or even no formal education, and ho accounting edtication.

: 6. When the Board has Initiated changes in statute and regulations over the past few years, it has
usually assembled a drafting team of representatives from the CPA association, the LPA association,
and the Board itself -- two members of each, plus myself. It takes much thoughtful consideration to
draft regulatory law and regulation. The Board members have had limited opportunity to study this

proposal.

. . 7.The bill seems to have structural problems.

‘ One of the three entrance options seems almost impessible for anyone to meet. [t allows granting of
the credential after 5 years of experience performing services as an APA. . Part of the bill appears to
authorize APAs to prepare financial statement and reports but elsewhere prohibits thelr issuing reports

on financial statements.

ST yy—

The bill authorizes APAs to perform numerous services that now require no authorization; this would
866M unnecessary.
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pam avallable to respond to questions that may arise.
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* Comments regarding SB 2398
To the Senate Industry, Business & Labor Committee
February 5, 2001

T AT

Rt

My name is John Mongeon, and I am a member of the North Dakota CPA Society. I am a
practicing CPA and shareholder with the regional firm of Brady, Martz & Associates, P.C.

The meat of this bill is the qualification of an individual to sign their name on a compiled
financial statement and the public trust placed in that signature. A public trust that CPAs take
very seriously. That is why I speak in opposition to SB 2398 today.

T - b e P T

o o

This issue has been brought up in the past and addressed.

The issue arose during the 1993 Legislative Session, and a commitment was made to address the
issue. Following that 1993 Session, meetings were held about the issue of a new classification of
accountants, including how the credential could be structired. These gatherings included
representation from the leadership of the ND CPA Society and the ND Society of Public
Accountants, Meetings were also held in five cities across the state, and the proposal was
presented ‘o ND CPA Society members. In addition, surveys were conducted of North Dakota
businesses and bankers along with a survey of our Society members. We sent a letter to each of
the 1995 returning legislators of the Senate and House IBL committees to inform them of the
. processes that were followed and results of our surveys.

NI SR L S I TR I e YIRS

g The survey results did not support or justify the creation of a new credential. Virtually all the
business and banking respondents felt their present accounting services were meeting their needs.
1 Of the CPAs responding to the issus, ninety-three percent were opposed.

We informed the Legislative members that we didn’t support a new credential for the following
reasons:

1. There is not a demonstrated need for an additional credential.

2. There is already a greater supply of CPAs created yearly than our state economy is

absorbing.

3. We questioned how much of the type of services authorized by the new credential is
N currently being supplied by out-of-state firms, and therefore, we would question the
. job development value of such a proposal.
e 4. Such a credential may confuse the public and not protect their interests,

TS AT

e e,

i This proposed bill is calling for a new credential, but without a market need or demand being
shown. In fact, North Dakota has exported, out of state, approximately 40% of its new CPAs
over the last ten years.

The CPA credential is a challenging pursult, yes, but certainly attainable, and in fact with less
rigor than some professions,




This proposal lowers the bar for entrance requirements, a move that doesn’t seem appropriate.

The second point I'd like to make is that the skill level required of this credential is just not
sufficient to issue compilation reports.

Statements on S.andards for Accounting and Review Services (SSARS) is the authoritative
guidance followed in the preparation of compilation reports. Some of the procedures that must
be followed include: gain an understanding of the entity, acquire an adequate understanding of
the accounting principles and practices of the client’s industry, the accounting basis used
(GAAP/OCBOA) to prepare the client’s financial statements, and reviewing the information
collected to prepare the financial statements and compilation report and considering whether
additional or revised information must be obtained.

North Dakota has incorporated Rules 201 and 202 of the AICPA Code of Professional Conduct
as standards for licensees who provide compilation services. Specifically Code Rule 201
vequires proper planning and supervision when performing a compilation engagement. The only
place you find out how to do this is in auditing standards. The subject of auditing will not be
tested in the examination offered for accreditation under SB 2398,  In addition, other
- requirements under the Code relate to subsequent event disclosures and determine if the client is
a going concern. An APA would not be educated about these things with a two year degree.

There are other complex issues involved in issuing compilation reports such as: reporting and
recognizing departures from accounting principles, following quality control standards, and what
constitutes issuing a compilation report. We believe that the skill level required is not sufficient
uader this new accreditation to comply with the complexity of issuing a compilation report.

The third and most important point is that the public would be at risk. As I have explained
above, there are complex issues that must be addressed when a compilation report is prepared
and issued. Use of SSARS in a compilation implies to the public a higher level of knowledge
and skill now attested to by passage of the CPA exam. Simply having a two year degree and
working somewhere for two yeats comes nowhere olose to having at least a four year degree,
passing the very difficult Uniform CPA exam, and having at least a year experience. Yet, the
public on the recelving end of these SSARS compilations wouldn’t know this. All they would
know is that someone who is supposed to be in compliance with professional standards, has
attested to the validity of the numbers, They would most likely assume that the person was a
-CPA, when in fact they were something far less skilled.




Misrepresentation could come into play. Accredited and Certified are close in definition,
meaning even if the title were spelled out rather than abbreviated the general public wouldn’t
know what they were dealing with. The public will need to be aware, since they will assume a
CPA and an APA are the same thing. In fact, when most citizens think of public accountants,
they think of CPAs. Adding an additional title of APA will cause confusion with the public with
some going to APAs believing they are receiving the expertise of a CPA. Those who do notice a
difference in titles may even think that “accredited” has more expertise than “certified".

For the reasons stated, I ask the Committee to vote, “do not pass”.
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Technical Discussion Regarding
Senate Bill 2398
APA Designation

Page 1, lines 10 through 14 amends part of the ND Business Corporation
Act at NDCC 10-19.1-50 where it provides what information a director
of a corporation is entitled to rely on. The bill limits the reliance on
financial statements to those prepared by CPAs and LPAs.

Page 2, lines 6 through 10 amends part of the of the ND Nonprofit
Corporation Act at NDCC 10-33-45 where it provides what information a
director is entitled to rely on. The bill limits the reliance on financial
statements to those prepared by CPAs and LPAs.

Page 2 defines “attest,” “attest service,” and “‘an examination of
prospective financial information” These terms are not currently in the
NDCC and should not be. These definitions change periodically as our
financial world and the associated financial reporting standards change.
These are ever evolving national, and quickly becoming international,
standards that should not be etched in stone in the NDCC.

Page 3, lines 7 through 11 defines a compilation. This is a definition that
is not current in statute, just like “audit” and “review” are not in statute,
and they should not be. But, more importantly
¢ It provides for “preformed in accordance with statements on standards
for accounting and review services.....” It should be noted that there is
nothing in this bill that would test an APA applicant on their
know!ladge of statements on standards for accounting and review
services.
¢ It provides that the board “MUST” refer to the standards developed
for general application by the American institute of certified public
accountants OR OTHER RECOGNIZED NATIONAL
ACCOUNTANCY ORGANIZAYION. First this should not be in
statute as the development of naisons! and international standards
might be some other organization in the future. Even more of a
concern is that this wording could be interpreted that if some other
recognized national accountancy organization developed standaurds,
the board would be REQUIRED to adopt them even if they
conflicted with more appropriate standards. This should not be
mandated in state law.




o Page 8 lines 7 through 14 provides that an APA can in part “prepare

financial statements, schedules, or reports.” Page 4 lines 3 through 16
define that a “Report,” when used with reference to financial statements,
means an opinion, report, or other form of language that state or implies
assurance as to the reliability of any financial statements and that also
includes or is accompanied by any statement or implication that the
person or firm issuing it has special knowledge or competence in
accounting or auditing. It also provides that a “report” includes any form
of language that disclaims an opinion when the form of language is
conventionally understood to imply any positive assurance as to the
reliability of the financial statement referred to or special competence on
the part of the person or firm issuing such language. “Report” includes
any other form of language that is conventionally understood to imply
such assurance or such special knowledge or competence. With the
statutory definition of a “Report” that accompanies financial statements,
why would the legislature want to significantly lower the standards of the
persons who can sign a “Report” (the signature page of financial
statements prepared by public accountants).

Page 6, lines 19 through 23 mandates that the board SHALL recognize a
successful accreditation council for accounting and taxation examination
taken in this state or any other state. It should be noted that the NDCC at
43-02.2-04 for the exam for CPAs states “The examination required to be
passed as a condition for the granting of a certificate must test the
applicant’s knowledge of the subjects of accounting and auditing. In
contrast, this bill mandates recognition of not only a current specific
examination that the board has no controt over but also mandates that it
shall recognize any and all successful accreditation councils for
accounting and taxation taken anywhere under any conditions. This is

just plain a bad idea.

This part goes on to provide “if the applicant has been engaged in the
practice of public accounting since passage of the examination. This is
confusing. It appears to be saying that a person has to be practicing
public accounting before they are granted the license of being an APA.
By the same token, it appears to be denying the license to those who have
not been practicing public accounting prior to being licensed as an APA.

Page 6 lines 24 & 25 states that the examination must test the applicant’s
knowledge of accounting and precludes testing of audit. It is silent about
testing on reporting standards which are critical in issuing compilation
financial statements.

2




» Page 6 lines 26 & 27 provide for the very specific examination provided

by the accreditation council for accounting and taxation over which the
board has no control nor options.

Page 7 line 22 provides that the board may adopt rules establishing

experiénce and education requirements. Then lines 23 through 31 appear

to negate line 22 and mandates that if any of the three items listed are

met, the applicant can write the exam,

¢ Two years experience working for a CPA or LPA as an accountant

¢ A two or four year degree with a concentration in accounting. We
question and have significant concern relating to how much
accounting knowledge a person obtains from most two year degrce
programs with an emphasis in accounting.

¢ The applicant has at least five years of continuous, full-time
experience engaged in performing services as an accredited public
accountant, We question how one can practice for five years as an
accredited public accountant if they are not yet an accredited public
accountant,

Page 8 lines 7 through 14 provide what an APA could do. As already
noted, most of these are currently unregulated and we believe they should
remain unregulated. It also provides for financial statements, schedules,
reports and to make compilation. Other than noting that “make
compilation” is rather poor terminology, these items have been address

above and in other testimony.

Some very disturbing additional wording that is in this part is “prepare an
internal verification and analysis of books or accounts of original entry.”

This almost sound like auditing.
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MEMORANDUM

TO: Larry Kryzsko, Public Relations Director
North Dakota Society of Public Accountants

FROM: Monte L. Rogneby #fmuéé 7. /?mg/
DATE: February 7, 2001
RE: Response to Technical Discussion concerning Senate Bill 2398

At your request I have reviewed the “Technical Discussion” concerning Senate Bill 2398. As
indicated below, the “Technical Discussion,” contains multiple erroneous statements concerning the
legal effect of Senate Bill 2398, Where appropriate, I have noted my suggested amendments to
Senate Bill 2398 to eliminate the concerns raised in the Technical Discussion.

1. DEFINITION OF ATTEST SERVICE

The Technical Discussion raises a concern over the definition of “attest” and “attest service,”
arguing these terms should not be in the North Dakota Century Code because the definition of
“attest” or “attest service” may change in the future,

This criticism is misplaced because, in its present form, Senate Bill 2398 does not define the
scope of “attest service.” Rather, Senate Bill 2398 delegates to the State Board of Accounting the
authority to define the parameters of what accounting activities fall within “attest services.” The

Board is given discretion to adopt rules by reference to “standards developed for general application

Vogel, Weir, Hunke & McCormick, 1.TD,




Larry Kryzsko, Public Relations Director
. February 7, 2001
Page 2

by the American institute of certified public accountants or other recognized national accounting
organization.” The parameters of “attest service” may be changed by the Board to reflect changing
national or international standards.

To the extent Senate Bill 2398 defines “attest service,” this definition is not etched in stone as
suggested in the Technical Discussion, The Century Code may be amended, from time to time, if
necessary due to changing national or international accounting standards. If such a change is

‘necessary in the future, this matter could be reconsidered by the North Dakota Legislative Assembiy.

The approach used in Senate Bill 2398 is the same approach under consideration by the lowa
legislature. Furthermore, several states currently include a definition of “attest service” in their state
statutes. See Louisiana Statutes Annotated 37:73; New Hampshire Revised Statutes Annotated 309-
B:3; and Tennessee Code Annotated sec. 62-1-103,

2, Definition of “Compilation.”

The Technical Discussion raises a concern over the definition of “compilation” arguing this
terms should not be in the North Dakota Century Code because the definition of “compilation” may

- change ip the future.

This comment is misplaced because, in its present form, Senate Bill 2398 does not define
“compilation.” Rather, Senate Bill 2398 delegates to the State Board of Accounting the authority to
define “‘compilation.” The Board is given discretion to adopt rules by reference to “*standards
developed for general application by the American institute of Certified public accountants or otner

F'  recognized national accounting organization, In other words, the parameters of what a ‘“‘compilation”
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is may be changed by the Board to reflect changing national or international standards.

To the extent Senate Bill 2398 defines “compilation,” this definition is not etched in stone as
suggested in the Technical Discussion. The Century Code may be amended, from time to time, if
necessary due to changing national or international accounting standards. If such a change is
necessary in the future, this matter could be reconsidered by the North Dakota Legislative Assembly.

As noted above, there is nothing inherently wrong with defining accounting terms as part of
the North Dakota Century Code. The definition language in Senate Bill 2398 was adapted from a
similar bill under consideration in Iowa. This approach also finds support in the state statﬁtes of
several states, including Delaware ( 24 Del.C. sec. 115); Louisiana (LSA-R.S. 37-73); Main (32
M.R.S.A. sec 12201); Ohio (OH St S 4701.1); Tennessee (TN ST sec. 62-1-103); and Utah (UT ST
Sec 58-26a-102).

The Technical Discussion also is critical of the definition of “compilation” because it claims
nc'>thing in Senate Bill 2398 would test an accredited public accountant’s knowledge of “‘statements
on standards for accounting and review services.,” In this regard the Technical Discussion mixes
apples and oranges.

Senate Bill 2398 defines “compilation” to differentiate between the services which can be
performed by certified and licensed public accountants, and the services provided by accredited
public accountants. The Board is given discretion to adopt rules setting forth the proper definitions.

In adopting the rule, the Board is directed to review standards developed by national accounting

I organizations, such as the American Institute of Certified Public Accountants
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L

An accredited public accountant need not be familiar with the statements on standard for
accounting and review services. An accredited public accountant would, however, need to be
familiar, and would have to follow, the administrative rules adopted by the Board concerning
compilation services.

The Technical Discussion is mistaken when it implies accredited public accountants would
not be tested on compilation services. The Comprehensive Examination For Accreditation in
Accounting (ACAT) tests applicants on financial accounting and financial statement preparation,

presentation and reporting, including preparation of compilations.

. The Technical Discussion next is critical of the word “must” on Page 3, line 9. The word

“must was not in The North Dakota Society of Public Accountants proposed bill draft. After
consulting with the Legislative Counsel, it appears that the word was included by accident. The
word “must” should be changed to the word “may.”

3. REPORTS PREPARED BY AN ACCREDITED PUBLIC ACCOUNTANT

The Technical Discussion states that Senate Bill 2398 would “significantly lower the
standards of persons who can sign a “Report” (the signature page of financial statements prepared by
public accountants).” This statement is not accurate.

Under the Act, a “report,” when used with reference to financial statements, “means an
opinion . that states or implies assurance as to the reliability of any financial statements and that

also includes or is accompanied by any statement or implication that the person or firm issuing it has

. gpecial knowledge or competence in accounting or auditing.” (Emphasis added.) The Act makes it
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illegal for any person or firm that is not licensed under the Act to “issue a report on financial
statements” of any person, firm, organization, or governmental unit.” A compilation, however, that
does not state or imply assurance as to it reliability is not a “report” under the Act as it exists today.
The Act does not clearly prohibit a non-certified or non-licensed individual from preparing a
compilation, as long as the individual does not give assurances as to the reliability of the compilation
or otherwise hold himself or herself out as possessing special knowledge or competence in
accounting..

Senate Bill 2398 clears up this loophole in the Act by mandating that only a certified,
licensed or accredited public accountant may prepare a compilation, regardless of whether the
compilation is a “report” under the Act. This is a strengthening of the standards for compilation
services, not a weakening of the standards for compilation services.

Senate Bill 2398 does not authorize accredited public accountants to issue financial statement
“reports.” To clarify this principle, one change should be made to the Bill. On page 8, line 11, the
following change should be made to the tasks which may be performed by a accredited public
accountant: “prepare financial statements, schedules, or reports . . " should be changed to “prepare
financial statements or schedules . . . .”

Senate Bill 2398 carefully distinguishes between the services which may be provided by

certified and licensed public accountants and services provided by accredited public accountants.

Only certified and licensed public accountants are authorized to perform attest services. An

. accredited public accountant is only authorized to perform a compilation. Although Senate Bill 2398
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Underlying the criticism in the Technical Discussion is the belief that an accredited public

accountant will not possess the necessary skills to prepare a compilation. This criticism is
unsupported and unfounded. A review of the subjects tested as part of the ACAT exam demonstrates
that an accredited public accountant will possess the necessary skills to prepare a compilation.

4, EXAMINATION REQUIREMENT

The Technical Discussion alleges, without offering any support or reasoning, that it is a bad
idea to 1) use the exam in accountancy by the Accreditation Council for Accounting and Taxation as
the licensing exam for North Dakota accredited public accountants and 2) allow accountants who
have successfully completed the ACAT exam to use that result as part of their application for

"~ licensing as an accredited public accountant.

The Accreditation Council for Accountancy and Taxation was established in 1973 as a non-
profit independent testing, accrediting and monitoring organization. The Council seeks to identify
professional"s in independent practice who specialize in providing financial, accounting and taxation

services to individuals and small to mid-size businesses. It is not improper for Senate Bill 2398 to

- rely on the examinations prepared by this organization.

The Technical Discussion alleges that the Bill requires the Board “recognize any and all
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successful accreditation councils for accounting and taxation taken anywhere under any conditions.”
This is not true.

Senate Bill 2398 delegates to the Board the authority to use all or part of the ACAT
examination as part of the examination for becoming a certified accredited public accountant and
delegates to the Board authority for determining a passing score on the exam. The Bill also provides,
however, that once the Board has set the standard for successfully completing the ACAT exam, the
Board must give an applicant credit if the applicant previously took the exam and otherwise meets
the Board's requirements (“the board shall recognize a successful accreditation council for
accounting and taxation examination taken in'this or another state.”)(emphasis added). If the
applicant’s prior examination does not meet the Board’s standards, then the prior application is not a
“successful” examination and the applicant would need to retake the examination.

The Technical Discussion contends the Bill requires an applicant to have practiced public
accounting before they can become an accredited public accounting. This is a misinterpretation of
the Bill,

The Bill does not require an applicant to have practiced public accounting before they can
become an accredited public accountant, Rather, the Bill states that an applicant may only use a
prior successful ACAT exam result if the applicant has practiced public accounting since completing
the examination. This provision limits those who may become accredited without having to take the

ACAT examination. It has no bearing on applicants who are not attempting to use a prior ACAT

" examination.
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5. THE ACAT EXAMINATION

The Technical Discussion challenges whether the ACAT examination tests an applicant’s
knowledge qf reporting standards. The Technical Discussion assumes, without support, the ACAT
examination does not test knowledge of reporting standards and that the ACAT examination is the
only option the Board has for testing applicants.

The ACAT examination is a uniform, national examination, The exam tests the proficiency

of candidates in financial accounting, compilation services, managerial accounting, taxation
4 ’

business law and ethics. The ACAT examination is an appropriate examination for accredited pubiic

accountants.

The Bill does not mandate that the Board use the ACAT examination, Rather, the Bill gives
the Board discretion to use “all or any part of the examination in accountancy provided by the
accreditation council for accounting and taxation.” The Bill uses the word “may” in relation to the
ACAT examination and does not use the word “must.”

6. EXPERIENCE REQUIREMENTS

The Technical Discussion next questions the Bill's language concerning the experience
requirement for becoming an accredited public accountant, The Technical Discussion alleges the
Bill is confusing because it grants the Board some authority to “adopt rules establishing experience

and education requirements” and then sets forth other more specific experience and education

requirements, This concern is based on an erroneous interpretation of the Bill.
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The Bill provides the busic experience and education requirements necessary for becoming an

accredited public accountant and delegates authority to the Board to adopt rules on education and

experience consistent with the requirements in the Bill. Although such grants of discretion are
common in legislation regulating professionals, to avoid a misreading of this section, the delegation
of additional authority to the Board could be deleted.

The Technical Discussion next challenges whether a two year degree is sufficient to prepare
an applicant to become an accredited public accountant. This is not a technical issue and goes to the
substance of the Bill,

' The Technical Discussion also notes that an applicant can satisfy the experience requirement
| by performing services an accredited public accountant. This section contains an error. The North

Dakota Society of Public Accountants’ final draft stated:

The applicant submits evidence of at least five years of continuous
experience engaged in performing any of the services delineated in
section 43-02.2-02(1) on a full-time basis.

As part of the editing of the Bill this section was changed. After discussing this with the

Legislative Counsel, I recommend that the language be amended as follows:
T The applicant has at least five years of continuous, full-time experience

engaged in performing one or more of the services listed in section 9

SERVICES PERFORMED BY ACCREDITED PUBLIC ACCOUNTANTS

* The Bill includes a list of tasks an acoredited public accountant may perform. The Technical
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Discussion assumes that all items in the list are now to be regulated oy the Board. This assumption
is incorrect. Except for the preparation of compilations, as noted atove, the Bill does not regulate
any additional areas of accounting or bookkeeping,

The Technical Discussion implies the portion of the Bill that authorizes an accredited public
accountant to “prepare an internal verification and analysis of books or accounts of original entry,”
“almost” sounds like it is authorizing an accredited public accountant to conduct an audit. The
Technical Discussion is mistaken because it ignores the other plain language of the Bill which
specifically prohibits an accredited public accountant from performing attest services, including
performing audits,

CONCLUSION

Except for the changes outlined above, I believe the Rill is internally consistent and is read
p y

for ccnsideration by the full Legislative Assembly.,




Senate Commitice on Industry, Business, and Labor
Scnator Mutch, Chairman
Committe Member:

RE: Senate Bill 2398

I would tike to take this opportunity to dispet] some of the concerns voiced in
opposition to using the Accreditation Council for Accounting and Taxation (ACAT)
exam as the test for licensing of the Accredited Public Accountant (APA).

The State Board of Accounting has stated that this test is not nationally
recognized as a test for accounting knowledge. This is true only because there are no
national standards established for a second tier ol accountaney.

The Accreditation Council for Accountancy and Taxation completed o formal
practice analysis study of the work of Accountants in public practice. ‘The results of this
study were used lo validate the content of the ACA'T exam,

The ACAT exam is an cight hour cxam conpessed of the following esyeser:

7 yS iy
1) Financial accounting and Financial Statement Preparation,
Presentation, and Reporting.

2) Business Consulling Scrvices

3) Taxation

' 4) Busincss Law

5) Bthics and Professional Conduct

As you can see, there are basically the sume arcas covered by the CPA exam. The
major difference between the two exams is that the ACAT examiis a test of practical
knowledge used in the practice of accounting, where the CPA exam is a test of book
knowledge.

The attachments include an in depth analysis of study used to formulate the exam
and a presentation on the structurc of the exam.

Thank you for your considcration.

Sincercly

Larry Kryzsko, Public Relations Dircctor
(701) 260-1030
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Folowing the inforration gatheriog phase, a Subjoct Matter Lxpert
Advisory Pane] was assembled to oversee the formulation of the survey
instunent as swell as provide costent area expertise to the process, The
penclmewbers mchide a diversity of content exnertise, geographic
diszribution, pragtice and reguatory settings and demographics of the
profession. A listiag is at Attachuosal A,

The swvey was desipned to capture information regardiag the work
activities performed by aceountaate in public practive. The survey results are
to be livkud to the measurement of the knowledpy, skilis and abilivies tested
cu the comprebensive exaimination. In addition, the susves' askad
respondents o describe various uspects of their professional backgrounds «
tiae demographic information

The practice avalysis survey focused on 73 professional respousibilities
(tasks) organized into six broad categornies (job dimensions). The six broad
cutegorivs wore: ¢

Client Dara Assewbling Services,

Fiun il Statement Reporting aod Prepacation,
Ethics and Professional Conduct,

Managsment Consultivg Services,

Business Law,

Taxation.

For eacl task wathin the siv categorics, respondeuts were asked to indicate if
ey performed the task, the time spent on the tack, and its importance to
their professional practice Respondents were a: - 2d one open-ended
question; 1o conuxent regarding loag ranpe changes occwring in the public
accountancy professior and how they wounld affect the knowledge and skills
required of sccountants in public practice,

Suiveys wers miiled 1o a sample of 1,400 practicing accountants acrnss the
country, The returns yielded 459 usable responses, providing a 33% retumn
rate.

The surveys swvore collected, processed wd analyzed by the National
Assessment Justitute, and the results presented to the Subject Matter Expert
Advisory Panel for interpratation and recotnmendation to the Board of
Durzcrors of the Accereditation Council.
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RESULTS

Demographic Charaeteristivy:

£ 1% of respondents were sole proprieturs and 40.6% were o form of
corporytion; most responda2izs reported more thaw vne credentinl (1Licensed
PA, Unlicensed, Aceredited i Accountancy, CPA, Aceredited Tav Advisor,
Ervolied Agert, Accredited Tas Proparer); 88,3% were full-tine
practitioners; 59% have moro than 20 years’ eaperience with 249 in practice
from 1110 20 yeurs, 40.5% of respondents had four-year college degrovs
while 24,4 hud twosyeans of colivge, 70% of the respondents swwere male.

Eroessiona] Ayspansibilities.

Tusks reported as performad in 50% and higher of the respondents’ praciicos
(sce page 3 of Adtachment B) were considered for usz in the study and were
varefully reviewed by the subject matter panel (o detennine the extent of the
linraze betweew the tasks and the Jopics on the comprehensive vxamination.
Tasks reported as being performod by fewer than $0% of the respoandents
were ceviewed and i determination made 1o not consider them, for farther

Uae,

A listing of tusks sorted Uy purcentsge of respondents perforing the tasks is
at Attaehaent B,

More than 90% of accountants iy public practice perform these fuctions:
- Prepare mdividual tax ceturug
- Determine appropriate accountivg wethods for clients
- Ser up elient accounting systeins
- Prepare partnership tax retuns
- Prepare C corp. and § corp. tax 1ctums
- Perform payroll related functions
- Prepare responsss Lo governmient tax notices
- Drovide business statt-up consultations
- Crganize client data aud provide requirsd repoits

Notve than 80% of accountants in public practice perform these functions

- Perform tax tnpact analysis

- Provide advice on tax aspects of divaree

« Provide advice on tax aspects of retirement

~ Assist clients in ¢nvity formation

- lnstruct clients in entity compliance {ssues

- Provide tax and accountng advice concerning legal agreeinents
- Represent clients before compliance agencies

-~ Coaduct corppilations

S
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Mot than 70% of accountuis in public practice perform these functious

- Prepace fiduciary income tax returns

- Provide information ou tux aspecty of estates

- Prepare budgpets, forecusts, aud projections

« Prepare loan infonnation and documentation packages

« Provide cush flow planning, services

- Advise cliems regirdng employient and regulatory complisnce
- Advise clients regardmg powers of attorney

Moz than 00% of accowtants in public practice perforny these functions:

- Prepare astate and pifl tax yeturas

- Prepare ponprofit income ta.ieturns

- Prepice GAAD flinciad statements

- Pvaluate investments or busuiess opportuities for clients
- Bvaluate interaal control systeis

- Provide client fivancial counsceling services

- Provide assistance 1egarding employeo banafits

[n cenly to the opeu-ended question 1ogarding long range chanpey,
resyondents overwhelmingly comumented on the ncreusing use of computesrs
and canned sottware by ndividuals aad seaall businesses, and the need for
ACCONBIANIS 1O ueVe vway Tow write-up services and inlo
nunemienlsbusiness cousulting services. Representative conments:

“Bookkeeping services or write-up will no longer be done and
gccountants wil aave to do moes ccusultiag aud business advisory

Seviees.
"We will havs 1o become more advisors and consultants than

cumber-crunchers'”,
“Pablie, consumer, and busitess use of computers has decreased the

demand for booikesping/wiite-up services and has increased client
sophistication in tax preparation wallers. Consulting and client education
arg becoming mach more portant and conputer kuowledye is absolutely

essentinl,”

IMPLICATIONS OF THE PRACTICE ANALYSIS

Based on the resulty of the practice analysis, the Subject Matter Technical
Advisory Panel hus updated and revised the examiuation plan to more
accurstely reflect the knowledge and abilities needed by practicing
accowwtants.

Many topics of the curvent dxam are veievant and will remain in place,
particwarly m the areas fnnlcial accountiug, taxation aud business law

<.
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Business Consulting Services topics, such as “evaluating Lusiness
opportunities”, have been added to the uxaw blueprint - The number of
questions in Taxation has beer increased, from the current 35 (0 50
questions, extending the tuxation portion of the exanito 25% uf tho tolal
exaan, Managerial accounting topics sueh as job order costing, process
costiag, and mventory coutrol ltave been dropped,

Topic tiles aswell us assipngat of weights are as follows:

- Finaneial Accounting and Finaneial S0.0%% 100 items
Statewedt Preparation, Presentition
and Reporting,
~ Business Consulting Services 13.5% 27 items
« Business Ly 7.:% 15 items
- Ethues and Professional Conduct 4.0% B items
- Tuxation 25.0%  50items

Thiis Liveprind resained the geners! examination format ol two seaependent
sections of 10U itemss eacl, o be adwiristered in morning and alternoon
SESHI0NS,

The revised axacdnation plan s at Artachuuent C - The resuliing entuination
plan it provide sol'd guidance 1o fiem writers with respect to the topics to
be included in the examination aad the relative weight (nwnber of questions)
assigiied 1o those topics  Accordingly, item developinent, exanunnation
construstion and final exarination forins will reflact the new pracrice
analysis resulys. Changes iu the coatent vatline and test specifications will be
mdicated on nunenals sent to prospective candidates s the process is
completed

Testing bused on the revised, content-valid blueprint tegins on December
11, 1993,

ferpre
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Miton Brown
Niw Jersey

Eldon R, Cilacar,
Mussachusetts

Carol C. Estes
Nerta Carolina

Weding Fruehau!
Zennsylviid

Richard & Lewonssd
Vermiont

T0i0457684

JOB/PRACTICE ANALYSIS COMMYITEE
Jim Bates
Duna.d L., Caordano
Feith R. Fevay
SCBJECT MATTER ADVISORY PANEL.

Garald 2. Meran
New York

Victr L Prasco
Indtuna

Daquel B, Ruty
Wisconsin

Josepi L. Santors
e Hampshire

Jony W Schavow
Arizona

Darce. L. Setters
Hineis

ACAT STAFF

Macanne Mo sadersern, Executive Ditector
Aane Calisie, Program Administrator

NATIONAL ASSESSMANT INSTITUTE

Paul D. Nayler, Senior Psychenmeuician
Doris Z., Hochman, Progran. Manager

PLOB/CIT  Felf

Atrachusant o

Teild

Dorothy L Varcubek
I:)‘v\'tl

Jacs O Williamson
Flarida

fion Wilshirs
Texas

Jarvis I, Wirdom
Weolning

Edward A, Zwndorfer
Matylana
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COMPREHENSIVE EXAMINATION
, FOR

ACCREDITATION IN
ACCOUNTANCY

Examination Plan, Conditions, and Fees

Accreditation Councit for Accountancy and Taxation
1010 North Fairfax Street
Alexandria, Vivginia 22314-1574
Phone: (703) 549-ACAT (2228) * Fax: (703) 549-2984




[} ~ . s [ H :
E-mail: info@gacateredentials,org « Website: www.acateredentials.org

August 199introduction

Based on the results of the 1997 practice analysis study, the Subject Matler Technical
Advisory

Pancl has updated and revised the examination plan to more accurately reflect the
knowledge und

Abilitics necded by pructicing accountants. By testing to a broader range of accountancy
related topics, ACAT is providing a competency measurement for examinees to satisty
regulatory bodics and provide an increased of conlidence to the public,

The Examination

Named the "Uniform Accredited Business Accountant® Examination, " or, (he
"Comiprehiensive Examination for Acereditation in Accountancy,” it it a onc-day, cight-
houwr exam with the following topic titles and assignment ol weight:

¢ Financial Accounting and Financial 50.0% 100 items
Stutement Preparation, Presentation
and Reporting
. ¢ Business Consulting Scrvices 13.5% 27 items
¢ Taxalion 25.0% 50 items
»  Business Law 7.5% [5 items
o [Ethics and Professional Conduct +.0% §itcins

Strueture of the Examination

Practice 1 - covering Financial Accounting and Financial Statcrucint Preparation,
Presentation and Reporting; consisting of 100 intlupic choice curtions (2,25
minutes allotted per question); time limit of hour hours (8:00 am to 12:00 pim)

Lunch - 12:00 pm to 1:00 pm

Practice Il - covering Business Consulting Scrvices, Taxation, Business Law, and
Bthics; consisting of 100 multiple choice questions (2.25 minutes allotted per




question); thne limitof four hours (100 pm-to 5:00 pm).

PRACTICIC | §:00 am - 12:00 pin

Finagneial_Accounting and 1 Tancind Statement Prepavation, PPresentation and
Reporting

100 questions from these topics:

Topic 1 - Accounting Principles & Pronouncements
Topic 2 - Record Setup
Topic 3 - Accounting Cycle
Topic ) - Cash vs, Acerual
Topic 5 - Revenue Recognition
Topic 0 - Adjusting Reversing, Closing Lntries & Error Correction
Topic 7 - Worksheet Preparation
Topic § - Financial Statement Preparation & Presentation
Balunce Sheel
[nconme Stateinent
Statement of Cash Flows & Analysis
Statement of Changes in Equity
Supplemental Information
Disclosures
Topic 9 - Accounting for Cash and Equivalents
‘Topic 10 - Accounts & Notes Reccivable
Topic T - Investiments
Topic 12 - Invenlorics
Tapic 13 - Property & Equipment - Depreciation & Depletion
Topic 14 - Intangibic assels & Amorlization
Topic 15 - Current Liabilitics & Long-term Linbilities
Topic 16 - Stockholder's quity
Topic 17 - Payroll
Topic 18 - Accounting for Leases
Topic 19 - Accounting (or Pension
Topic 20 - Engagement Letlers
Topic 21 - Other Comprebensive Basis of Accounting
‘Topic 22 - Work Papers
Topic 23 - Reports & Transmitlal Letters
)
2!

$

13

13

Topic 24 - Statement & Ration Analysis
Topic 25 - Working ¢ apitad Changes

~
-—
t




PRACTICE 11 1:00 pm - 5:00 pm

Business Consulting Services

27 questions from these topics:

Topic | - Cost-Volumes-Profit Analysis

Topic 2 - Departmental Analysis

Topic 3 - Time Value of Moncy

Topic 4 - Capital Budgeling

Topic 5 - Capital Investment Analysis

Topic 6 - Budgets

‘Topic 7 - Managerial Decisions

Topic § - Provide Cash Flow Planning Scrvices/Cash Budgeting
Topic 9 - Evaluating Internal Control Systems

Topic 10 - Evaluating Investments/Business Opportunitics
Topic 11 - Identily Employce Benefit Plans

Taxation
50 quustions from these lopics:

Topic 1 - {iling Considerations/General (ineluding: Filing requirements; Filing

Status
Claiming ol dependents, phase-out exemplions)

Topic 2 - Accounting Methods (including: Adopting or changing tax yeat,
Adopting or
Changing accounting methods; Installment sales; Cush vs, accrual)
Topic 3 - Inclusions in ncome (including; Compensation income and

arrangements;
Fringe benefitsy Debt reliel; Other income, social security, unemployiment

Compensation; Retirement distributions)

Topic 4 - Adjustmenis to Income (including; Alimony; Sclf-cmployment health
insurance; Keogh/SEPR contributions; IRA contributions; Scll-




ciployment tax
deduction; Moving expense: Larly withdrawa! penalty)

Topic 5 - Hemized Deductions (ineluding: Medical expense; Tax expense;
Interest

expense; Charitable contributions; Miscellancous; Unreimbursed cmpioycec

business expense; Casualty of theftU losses; Reduction in total itemized

deductions)

Topic 6 - () Sole proprictorship; (b) Scli-Fmployment; and (¢) Rental Activity
(including: Trade or business activitics; Inventorys Deprectation and
amotlizalion; Business use of home: Farming activities; Rental activities;

Busis of ussels)

Tapic 7 - Taxation of Investments and Planning (including: Sale of capital

assels;

[ncome [rom nvestments; Vacation home: Like-Kind exchange;
Scetion 1231 property; Passive activitics, at risk rules)

Topic § - tncome Tax Credits (including: Personal credits (EITC, foreign,
dependent
care, ele.); Business credits (low income houstng, R &1 et all):
Esthaated tases and withholding)

Topic 9 - Special Tax Computations (including: Afternative minimam tax; Tax
on lumyp
sum distributions; "Kiddic tax"; Sell=cmployment tax: Capital pains,
Retirement distribution penaltics; Passive computations)

Topie 10 - Taxation of Partnerships (including: Adlocation ol ineomes or loss:
IFormation
of partnership rules, partmership distributions and guaranteed

peviments; Ligquidation of partierships?
Topic 1] - Carporate Taxation (including: Computation of tuxable income,
Speeial

carparale taxes; Corporate distributions: Corporate reorganizations and

liquidations)
Topic 12 - S Corporations (including: S corporation clections; 5 corporation
income and

pass-through; S corporation distributions)

Topic 13 - Fiduciary Income Tt Returns (including: Basic characleristics of

(iduciary
inconme taxation (conduit principle); Issue of simple vs, complex trust




or eslate; Grantor trusts)

‘Topic 14 - Federal Lstate Tux Returns (including: Inclusions in gross estate;
Computations of taxable estate and federal estate tax: Basis ol assets
acquired from decedents)

Topic 15 - Practice Procedures and Ethics (including: Taxpayer and preparer

penallies;
Cireutar 130 requivements: Amended returms and refunds: Audit and

appuals process; Colleetion aclivitics)
Topic 16 - Limited Liability ntities
Topic 17 - Independent Contractor [ssues

Topic 18 - Non-Profit Issucs

Business Liny
|5 questions rom these topies:

Topic Property Luw

Fopic Conlraets

Topic 3 - Uniform Commercials Code
Topic 4 - Ageney

Topic 5 - Partnerships

Topic Corporations

Topic Trusts

Topic 8 - Limited Liability Fntities

Lithics

§ questions, of general nature,




« Conditions: For those who have "conditioned” (passed) cither Practice [ or Practice [t ol
the comprehensive exam, the "condition” must be written off within the next four exams
or candidates will be required Lo take the entire exam. Please contact the Acereditation

Council's office with questions regarding "conditions.”

foxam Registration Fees: The fee to sit the the examination is $73,

The ACAT Board of Dircctors recommends that a candidate have a minimum
cducational buckground of two years of college-level accounting or four years of
work experience in

Accotuiting,

A review course, designed to cover topics ol the comprehensive exam is available

hrough ACAT's affiliated membership society, the National Socicty of

Accountants by calling 800-966-6679.
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February 5, 2001

Industry, Business, and Labor Committee
Bismarck ND 58505

Dear Committee Members,

I am in support of Senate Bill 2398 because another tier of accountants
would be beneficiul to the public, The competency testing, continuing
education, peer review and the limited scope of practice provide consumer
protection,

We are aleo in need of this tier of accountants for economic development.
New and existing businesses are in need of qualified individuals to develop
their future pians.

The enrollment in accounting program has dropped and in Wahpeton ND
the NDSCGS no longer has an accounting decree. Baving an accounting

program based on this tier of accountants could be beneficial to our ND
schools and hely keep our young people stay in North Dakota,

Sincerely,

Vbjorgum@hrblock.com

89 Dakota Ave Wahpeton ND 58078
Tel 701.4842.2128 Fax 701.642.4260
www. hrblock.com
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AAKER’S BUSINESS COLLEGE

. 4012 19th Ave S.W. Phone: 701-277-3889
Faryo, ND 58103 Fax: 701-277-5604
www.aakers-college.com Toll Free: 1-800-817-2009

February 5, 2001

Reference:  Proposed Amendments to N.D.C.C. Chaper 43-02.2 - Accountants

To Whom It May Concern:

In regard to the above-mentioned proposed amendment, Asker's Business College would
like to give its full support. We are a business college that offers an Associate Degree in
Accounting. The Accredited Public Accountant (APA) would help to add some validity
to anyone with an Associate Degree in Accounting, The curriculum that we offer
encourages students to focus on an intense study of accounting which encompasses
financiel, payroll, tax, government and not-for-profit and cost accounting. Also included
in this cuericulum are general education and business education classes which shapes
students into well-rounded business professionals.

In today's rapid changing, fast-paced business environment, we feel that students with
Associate degrees can be competitive in business and industry. By the time students
greduate with a two-year degree in Accounting, they are prepared Lo enter the workforce
as professionals. Because there is a shortuge in the workforce, there has been ar ‘ncrease
in demand for professional bookkeepers, Many businesses cannot afford an individual
with a four-year degree and would elect to hire someone with a professional certificate.
North Dakota needs to have competent individuals involved in business if our State
intends on pursuing cconomic development, What better way than to offer professional
certification?

There has been much media attention focused on keeping our young people in North
Dakota, Many of our students have shown Interest in moving to a different state just so
they can take the Certified Public Accountant exam, But vn the other hand, many of them
have also shown interest in staying in North Dakota if they could take some type of a
professional exam and be recognized by the state as professionals. These students are
eager {0 learn and are more than willing to comply with the continuing professional
education requirements.

We are not negating the fact that four-year degree accountants and Certified Public
Accountants do not have a place in our state. There {s a large void that needs to be filled
by properly trained individuals that CPAs cannot fill. We do not have the population in

Accredited Member, Accrediting Couneil for mdependent Colleges and Sehools
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North Dakota to support CPAs as the only sccounting professionals, Therefore, we need
to amend our law to add an additional tier to support an Accredited Public Accountant,

Thank you for taking the time for allowing me to voice my concems about this issue,

Vet S o
%;iﬂow;fj

y Sauer, CPA
Elizabeth Largent, Director

002



FEB-06-©1 1B8:56 AM

® AAKER’S BUSINESS COLLEGE

Fargo, ND 58103
www.aakers-college.com

Phone: 701-277-3889
Fax: 701-277-5604
Toll Free: 1-800-817-0009

February 5, 2001

Refererice:  Proposed Amendments to N.D.C.C. Chapter 43.02.2 - Accountants

To Whom It May Concern:

In regard to the above-mentioned proposed amendment, Asker's Business College would
like to give its full support. We are a business college that offers an Associate Degree in
Accounting. The Accredited Public Accountant (APA) would help to add some validity
to anyonc with an Associate Degree in Accounting. The curriculum that we offer
encourages students to focus on an intense study of accounting which encompasses
financial, payroll, tax, government and not-for-profit and cost accounting. Also included
in thic curriculum are general education and business education classes which shapes
. students into well-rounded business professionals.

In today's rapid changing, fast-paced business environment, we feel that students with
Associate degrees can be competitive in business and industry. By the time students
graduate with a two-year degree in Accounting, they are prepared to enter the workforce
as professionals. Because there is a shortage in the workforce, there has been an increase
in demand for professional bookkeepers, Many businesses cannot afford an individual
with a four-year degree and would elect to hire someone with a professional cettificate.
North Dakota needs to have competent individuals involved in business if our State
intends on pursuing economic development, What better way than to offer professional
certification?

There has been much medla attention focused on keeping owr young people in North
Dakota. Many of our students have shown interest in moving to a different state just so
they can take the Certified Public Accountant exam, But on the other hand, many of them
have also shown interest in staying in North Dakota If they could take some type of a
professional exam and be recognized by the state as professionals. These students are
eager to learn and are more than willing to comply with the continuing professional
education requirements,

We are not negating the fact that four-year degree accountants and Certified Public
Accountants do not have a place in our state. There Is a large void that needs to be filled
by properly trained individuals thut CPAs cannot fill. We do not have the population in

Accredited Member, Accrediting Couneil for mdependent Colleges and Sehools
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North Dakota to support CPAs as the only acvounting professionals. Therefore, we need
t amend our law o add an additional tier to support an Accredited Public Accountant,

Thank you for taking the time for allowing me to voice my concerns about this issue.
Sincerely,
L‘Zt:ﬂ? (;«_u <A
Mouo% -
/
Ka

y Sauer, CPA
Elizabeth Largent, Director
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