Common Regulatory
Pitfalls

by Ryan P. Edmonson, MBA

I was 16 years old, new to Arizona and wanted to make an impression. So, I bought a car and
not just any car; I bought a Chevrolet Camaro. Like most 16-year olds in a faster than normal
vehicle, I didnt always drive the speed limit. One evening I found myself racing a car, which
turned out to be a black and white, which is street jargon for a police car. As you might imagine,
I found out pretty quickly that my impressive car and its speed was not faster than a speeding
ticket. As a new driver, I was quickly introduced to the regulation and responsibility of having

an Arizona driver’ license.

Regulations shape how we behave and help us distinguish right from wrong. Regulations protect us
from individuals, businesses and other entities that do not have our best interests at heart. And like it
or not, regulation is essential in every part of our lives: from the mundane of how fast we can drive in
our Camaros to the regulation of certified public accountants. The certified public accounting profession
provides the public with the assurance that they are hiring a professional who is competent and who
upholds standards of professional conduct.



Cox Business helped Liberty Market

keep more than their bread 100% local.

Kiersten Traina, co-owner of the Liberty Market prefers to do business with local suppliers—
that's why she trusts Cox Business for fast, reliable Internet and feature-rich phone service.
With award-winning local support, we're available 24/7 if she ever needs it. This way, she
can get back to doing what she does best, making the most delicious wood-fired pizzas

in town. Call today and see how your business is our business.

ASK ABOUT NEXT-DAY PROFESSIONAL INSTALLATION

Business $ /mo*  ® Internet Select speeds up to 10 Mbps

Internet ® Over 20 phone features including Voice Mail

& Phone coz//(
coxbusiness.com | 623.594.7299 | 520.300.5283 Business®

*Offer ends 9/30/13. Available to new customers of Cox Business VoiceManager™" Office service and Cox Business Internet™ Select (max. 10/2 Mbps). Prices based on 1-year service term. Equipment may be required. Prices exclude equipment,
installation, taxes, and fees, unless indicated. Speeds not guaranteed; actual speeds vary. Rates and bandwidth options vary and are subject to change. Phone modem provided by Cox, requires electricity, and has battery backup. Access to E911 may not
be available during extended power outage or if modem is moved or inoperable. Discounts are not valid in combination with or in addition to other promotions, and cannot be applied to any other Cox account. Next-day install subject to availability.

Eligibility restrictions may apply. Speed claim based on Cox Business Internet 150 Mbps service vs. basic 1.5 Mbps DSL. Services not available in all areas. Other restrictions apply. © 2013 Cox Communications, Inc. All rights reserved.
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In order for the certified public ac-
counting profession to continue to be
a respected profession, the Arizona
State Board of Accountancy (Board) is
charged with protecting the public. In
fact, pursuant to Arizona Revised Stat-
ute § 32-703(A), the primary duty of
the Board is to protect the public from
unlawful, incompetent, unqualified or
unprofessional certified public accoun-
tants or public accountants through cer-
tification, regulation and rehabilitation.
Additionally, CPAs should not want
individuals in their profession who
tarnish their image, but rather individu-
als who live by a professional standard
that the CPA designation denotes. That
is why it is important for the Board to
enforce its laws and rules and why it is
important for CPAs to do the same — to
protect the public and the reputation of
this celebrated profession.

I have been the compliance manager
for the Board for almost 10 years and
have opened hundreds of files on indi-
viduals and firms ranging from failure
to return records to fraud. I believe my
tenure with the Board has exposed me
to many, if not all, areas where CPAs are
prone to error. With that in mind, my
hope is to use this article to help CPAs.

Return of €lient Records

Complaints regarding the return of
client records are, by far, the most com-
mon complaints received in the Board’s
office. While this request seems like
a fairly simple request, made by your
current or former clients, CPAs often
find themselves struggling on how
to respond to these requests. Based
on the large number of complaints
and phone calls I receive, it seems as
though some CPAs may not be sure
what constitutes client records and
which portion of their file should be
provided to the requesting party. This
seems to be even more pivotal when
there is a fee owed by the current or
former client. The requesting party is
more often than not the client. How-
ever, the requesting party may also be
an entity, an attorney, a successor CPA
or someone else on behalf of the client
with signed consent.

ARS. § 32-744; Ownership and cus-
tody of working papers and records and
Arizona Administrative Code (A.A.C.)
R4-1-455.02(B); Professional Conduct:
Confidentiality; Records Disposition are
the references Arizona CPAs should
refer to when addressing current or
former client requests for their records.
Essentially, both references state that
CPAs should furnish, within a reason-
able timeframe, records that ordinarily
would constitute part of the client’s
records and are not otherwise available
to the client. The same is true when
the records are joint records, such as
a husband and wife, and must be re-
turned to either party upon request. To
fulfill such requests, CPAs may provide
the copies in hard copy format and/or
electronic format.

Although neither the statute, nor the
rule requires a CPA to return copies that
you believe are already in the client’s
possession, if the client asserts that the
records are not in his or her possession,
then the CPA should provide copies of
the requested records. The CPA should
always return records regardless of the
terms of the relationship with the cli-
ent, which is far easier than risking a
complaint being filed by your current
or former clients.

There is also no provision in either
the statute or the rule prohibiting the
CPA to charge a reasonable fee for copy-
ing and delivering the requested copies.
Further, there is no such law allowing
a CPA to retain a client’s records as a
ransom for payment; you must always
return client records.

Update Your €urrent Address

The Board works diligently to provide
the CPA community, which consists
of approximately 10,600 individuals
and 3,300 firms with the most current
information regarding their certificates
and important information regarding

Complaints regarding the return
of client records are, by far,

the most common complaints
received in the Board’s office.

the maintenance of their certificates.
However, we still receive hundreds of
phone calls per year from certificate
holders claiming they never received
the communication that was delivered
from the Board’ office. In most, if not
all, of those circumstances, we have
discovered that the recipient did not re-
ceive the communication because they
failed to notify the Board of an address
change. A.A.C. R4-1-346 requires all
certificate holders to notify the Board
of any business, mailing or residential
change of address, in writing and within
30 days of the change. Don't fall prey to
this common and very avoidable pitfall.
Simply download the Board’s change of
address form, which can be found at
http://www.azaccountancy.gov/Renew-
als/ChangeOfAddress.aspx to request
your change of address.

Timely Renew Your €PA
Certificate

You say it's your birthday; well it's
my birthday too. Whether or not you
are a 16 Candles fan or not, there is no
easier way to remember to renew your
CPA certificate than to know that your
renewal occurs every two years during
the month of your birthday. For those
born in even years, your renewal occurs
every even year. And, for those born
in odd years, your renewal is every
odd year.

Pursuant to A.R.S. § 32-730(A), all
CPAs shall biennially renew their certifi-
cates. Further, AR.S. 32-741.01 states
that failure to renew your certificate
timely and pay the biennial renewal
fee will result in an automatic suspen-
sion of your CPA certificate without
prior notice or a hearing. If you fail to
reinstate your CPA certificate within 12
months of the date of the suspension,
the certificate expires. Under the terms
of the suspension and expiration, the
individual can no longer use the CPA
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designation. Currently, it is mandatory
that CPAs renew their certificates online
through the Board’s website, which is
WWW.AZAccountancy.gov.

Failure ¢to Maintain Proper
€PE Documentation

Pursuant to A.R.S. § 32-730(C), as
a prerequisite of your renewal, each
CPA must submit to the Board satisfac-
tory proof, in a manner prescribed by
the Board that the CPA has completed
the CPE requirements established by
the Board. The Board has tried to help
CPAs with the proper maintenance of
CPE by making it as easy as possible
with the creation of a CPE list on your
personal account. You must log into
your personal account on the Board’s
website and click the CPE list menu
option. Once there you may log your
CPE at any time between renewals and
your coursework will be saved to your
account — making it easy for you when
it comes time to submit your biennial
renewal. The more challenging part is
maintaining the records.

Reporting CPE is essentially based
on an honor system. And because of
the honor system, the Board conducts
CPE audits on a random number of CPA
renewal files on a monthly basis. If you
become the subject of an audit, you
must show proof of ALL the CPE you
reported on your last registration re-
newal. The biggest mistake CPAs make
regarding CPE is believing that the
only proof of completion they need to
maintain are certificates of completion.
However, A.A.C. R4-1-453 requires that
CPAs maintain, for three years, and be
able to provide the Board, upon request,
copies of course outlines and proof of
completion. Failure to do so will result
in the suspension of your CPA certificate
for up to one year or until you cure the
CPE deficiency by taking new CPE.

Failure to Respond or Timely
Respond ¢o the Board

Yes, you read that subtitle correct.
CPAs are often disciplined by the Board
for simply failing to respond or failing to
timely respond to the Board’ inquiries.

Failure to timely respond carries a very
stiff administrative civil penalty of up to
$2,000. The worst, however, happens
for failure to respond, which more often
than one may think, leads to an admin-
istrative hearing for the revocation of
the CPA certificate.

How do you avoid discipline in this
area? This may seem like a simple an-
swer to many who are reading this, and
it is just that simple — timely respond
to the Board by providing the requested
information. Your response must be
in the Board’s office no later than 30
days from the date of the request and
not 30 days from the date you received
the mailing. Simple — right? Wrong.
Your professional world is very busy
and sometimes crazy, but forgetting or
putting aside the Board’s request can be
prove to be a costly mistake.

Publie Accounting in a
Registered Firm

Most CPAs are practicing public ac-
counting in a registered firm. Every year;
however, the Board receives several

“AS A COUNTRY, WE CAN’T
AFFORD TO IGNORE
CRIPPLING CONSUMER
DEBT. WE NEED MORE
AMERICANS IN THE BLACK.”

David Richardson, CPA
CEO, Take Charge America
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TakeChargeAmerica.org

GET YOUR CLIENTS
IN THE BLACK

Take Charge America is an Arizona-based nonprofit that can help your
clients pay off personal debts and create a secure financial future.

&= CREDIT COUNSELING

(J7 STUDENT LOAN
COUNSELING

{.J\ FORECLOSURE PREVENTION
COUNSELING

@ DEBT MANAGEMENT

% TAKE CHARGE AMERICA®

NON-PROFIT CREDIT COUNSELING

800-823-7396

NOT A LOAN COMPANY
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inquiries of CPAs who practice public
accounting, but are doing so either in
an unregistered firm or no firm at all.
Pursuant to A.R.S. § 32-747.01 and
A A.C. R4-1-455.03(D)(1), CPAs may
practice public accounting, even as an
owner or employee, only in a registered
firm with the Board. In many cases,
the CPA has formed an entity with the
Arizona Corporation Commission, but
never with the Board. This is a viola-
tion. In other cases, a CPA works, as
an employee, for a company like H
& R Block, Hewitt Jackson, etc., but
those entities and entities like them
are not owned and operated by a CPA,
and therefore, are not required to be
registered with the Board. Thus, a CPA
in this situation must, at no additional
expense, form a sole practitioner firm
with the Board as part of their indi-
vidual online renewal application.

€PA or Not a €PA That is
the Question

Earning a CPA certificate is a great
accomplishment, and you should feel

proud of your accomplishment. Believe
it or not though, there are some in your
community who are also proud, but
there is only one problem — they have
not earned the right to call themselves
a CPA, in Arizona, but are doing so
anyway. This is one of the most com-
mon areas the Board disciplines and
rightly so. This is a violation for the
unlawful use of the CPA designation.
Any title likely to be confused with
the CPA designation is also a viola-
tion. If you suspect that someone may
be using the designation unlawfully,
please provide a written description
of the violation, usually a business
card, letterhead, résumé, etc. show-
ing the offender’s unlawful use of the
designation. Often times, the offender
is certified in another jurisdiction and
believes that certification is applicable
in all jurisdictions, but A.R.S. § 32-747
states otherwise.

Now that I have shared with you the
most common regulatory pitfalls, allow
me to suggest that regulation is one of
many rewards in the CPA profession.

Business Valuation
and Forensic Accounting

i fir‘*.um‘i[" '

KOTZIN

VALUATION
PARTNERS
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Why? Because even in the most seri-
ous investigative matter, those in your
profession whose practice has been re-
viewed by the Board soon realize there
is value-added through the educational
process of being regulated. In addition,
those CPAs who have been educated
understand the reward of regulation
and, in many cases, express gratitude
for the redirection.

Being regulated provides your pro-
spective clients assurance and confi-
dence that they are hiring a valuable
individual from a respected profession.
Any client retention or promotion of
your practice should include this as-
surance and confidence, by impressing
upon your current or prospective cli-
ents that you are knowledgeable of the
Board’s laws and rules and that you are
at the top of your profession.

Ryan P. Edmonson, MBA, is compli-
ance manager at the Arizona State Board
of Accountancy. He can be reached at
redmonson@azaccountancy.gov.

Problem with the Board?

Contact: Former Accountancy

Board Member

D. Jay Ryan

Attorney at Law
City North
5415 E. High St., #200
Phoenix, AZ 85054
(623) 937-3737 or

(602)840-8075 (fax)
Free Telephone Consult

Mr. Ryan is a former Assistant
Attorney General who represented

the Board.

The Board’s first lay member/
President

Law Committee Member

ASCPA Honorary Member



