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NOTICES OF SUPPLEMENTAL PROPOSED RULEMAKINGS

This section of the Arizona Administrative Register The Notice of Supplemental Proposed Rulemaking shall
contains Notices of Supplemental Proposed Rulemakings.  be published in the Register before holding any oral

After an agency has filed a Notice of Proposed proceedings (A.R.S. § 41-1022).
Rulemaking and it is published in the Register, an agency The Office of the Secretary of State is the filing office and
may decide to make substantial changes to the rule after it  publisher of these rules. Questions about the interpretation
is proposed. The agency prepares a Notice of of the proposed rules should be addressed to the agency
Supplemental Proposed Rulemaking with these proposed that promulgated the rules. Refer to item #4 below to contact
changes. When filed, the notice is published under the the person charged with the rulemaking and item #11 for the
deadline schedule in the back of the Register. close of record and information related to public hearings

and oral comments.

NOTICE OF SUPPLEMENTAL PROPOSED RULEMAKING
TITLE 4. PROFESSIONS AND OCCUPATIONS
CHAPTER 1. BOARD OF ACCOUNTANCY

[R17-49]
PREAMBLE
1. Citations to all related notices published in the Register as specified in R1-1-409(A) that pertain the record of the
proposed rules:
Notice of Rulemaking Docket Opening: 23 A.A.R. 137, January 13, 2017
Notice of Proposed Rulemaking: 23 A.A.R. 97, January 13, 2017
2. Articles, Part, or Section Affected (as applicable) Rulemaking Action
R4-1-101 Amend
R4-1-341 Amend
R4-1-345 Amend
R4-1-453 Amend
R4-1-454 Amend
R4-1-455 Amend
R4-1-455.01 Amend
R4-1-455.02 Amend
R4-1-455.03 Amend
R4-1-455.04 Amend

3. Citations to the agency's statutory rulemaking authority to include the authorizing statute (general) and the

implementing statute (specific):
Authorizing statute: A.R.S. § 32-703(B)(7)

Implementing statute: A.R.S. § 32-703(B)(8) and (13)

4. The agency's contact person who can answer questions about the rulemaking:
Name: Monica L. Petersen, Executive Director

Address: Board of Accountancy
100 N. 15th Ave., Suite 165
Phoenix, AZ 85007

Telephone:  (602) 364-0870

Fax: (602) 364-0903
E-mail: mpetersen@azaccountancy.gov
Web site: www.azaccountancy.gov

[

An agency's justification and reason why a rule should be made, amended, repealed. or renumbered., to include
an explanation about the rulemaking:

R4-1-101 and R4-1-454. The peer review rule, R4-1-454, and related definitions in R4-1-101, are amended to make them consis-
tent with the American Society of Certified Public Accountants’ (AICPA) peer review program. Such consistency will help to
reduce confusion among practitioners about what are now differing peer review requirements. The AICPA peer review program
subjects non-disclosure compilations to peer review, whereas, the Board’s rule does not. Rather, the Board’s current rule subjects
non-disclosure compilations to an Educational Enhancement Review (EER). By amending the rules to delete the EER provisions,
the Board’s rules will be consistent with the AICPA peer review program. A peer review is necessary to protect the public because
it ensures that practitioners take any corrective action needed while the peer review program is still educational in nature. Lastly,
the amendment requires firms to provide peer review results to the AICPA Facilitated State Board Access (FSBA), which will
reduce the need for firms to provide results via hard copy to the Board, since Board staff will be able to obtain results electronically
from FSBA, making this aspect of Board operations more efficient.
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R4-1-341. This rule is amended to conform to statutory changes as a result of Laws 2015, Chapter 207 (HB 2218) which allows the
International Qualification Examination (IQEX) in addition to the Uniform CPA Examination as an acceptable examination to
qualify for certification by reciprocity.

R4-1-345. This rule is amended to reduce regulatory burden by no longer requiring registrants who are suspended for nonregistra-
tion for more than six months to return their actual paper certificates to the Board.

R4-1-453. This rule is amended to clarify continuing professional education records requirements.

R4-1-455, R4-1-455.01, R4-1-455.02, R4-1-455.03 and R4-1-455.04. These rules are amended to incorporate AICPA’s Code of
Conduct and Professional Standards. AICPA is the world’s largest member association representing the accounting profession,
with more than 412,000 members in 144 countries, and a history of serving the public interest since 1887. AICPA sets ethical stan-
dards for the profession and U.S. auditing standards for private companies, nonprofit organizations, federal, state and local govern-
ments. It is not efficient nor effective for the Board to promulgate its own standards, as these may be redundant or contradictory to
the AICPA. The incorporation by reference of the AICPA standards reduces the regulatory burden while achieving the same objec-
tive by ensuring that the accounting community only has one set of standards by which it is regulated. The standard setting process
involves many practitioners with a variety of expertise as well as the incorporation of a thoughtful and very public process that
provide the opportunity for public input from all state Boards of Accountancy, CPA Societies, the National Association of State
Boards of Accountancy (NASBA), practitioners, and the public at large. Well-thought-out standards help provide clear guidance to
practitioners and regulators. Practitioners who make the effort to stay abreast of standards that affect the accounting services that
they provide are better positioned to provide quality service to their clients; and, when practitioners fall short, the Board, its advi-
sory committees, and its investigators will have clear guidance for enforcement, which serves to protect the public and closes
existing loopholes that create legal ambiguity.

R4-1-455.03. The amendment of R4-1-455.03, which requires the deletion of (D)(1) is already the subject of a separate, previ-
ously-filed pending rulemaking that was published in the December 23, 2016 Arizona Administrative Register. R4-1-455.03 is
amended by striking (D)(1) because it is overbroad and inconsistent with A.R.S. § 32-747.01, and to ensure that the rules reflect
the Board’s current operational practices, as the Board no longer enforces this rule. The current rule is overbroad and inconsistent
with the Board’s statutory framework because it requires certified public accountants (“CPAs”) who provide any type of public
accounting to do so only through a firm registered with the Board, whereas A.R.S. § 32-747.01 only requires those CPAs who per-
form one specific type of public accounting — attest services — to do so only through a registered firm. R4-1-455.03 is also
amended to clarify the due date for registrants to file a response to Board communications.

Technical and conforming changes are also made to the rules.

An exemption from Executive Orders 2015-01 and 2016-03 was provided for this rulemaking by Rene Guillen, Policy Advisor for
Government and Transportation in the Governor’s Office, in an email dated April 21, 2016.

A reference to any study relevant to the rule that the agency reviewed and proposes either to rely on or not to

rely on in its evaluation of or justification for the rule. where the public may obtain or review each study. all data
underlying each study. and any analysis of each study and other supporting material:

[N

[

Not applicable

An explanation of the substantial change that resulted in this supplemental notice:

As aresult of oral comments received from the public and Board members at the February 13, 2017 oral proceeding, and following
additional discussion by the Board and by members of the Board’s Peer Review Advisory Committee at the Board’s March 27,
2017 meeting, the Board decided to further amend the peer review rules by choosing not to add to its current rules a new regulation
which would have made engagements for prepare financial statements subject to Educational Enhancement Review requirements.

At the Board’s March 27, 2017 meeting, the Board also decided to further amend R4-1-455.03 by clarifying the due date for filing
a written response to Board communications.

A showing of good cause why the rulemaking is necessary to promote a statewide interest if the rulemaking will

diminish a previous grant of authority of a political subdivision of this state:

[©

Not applicable

The preliminary summary of the economic, small business. and consumer impact:

Firms that are already members of the AICPA must follow its peer review program requirements, which include peer reviews for
non-disclosure compilations. However, firms that are not members of the AICPA and which perform non-disclosure compilations
are currently not subject to peer review, but rather the Board’s Educational Enhancement Review requirement. By conforming the
Board’s rules to be consistent with the AICPA’s peer review program, non-AICPA member firms who do non-disclosure compila-
tions will now be subject to peer review. The pros of doing peer reviews of firms issuing non-disclosure compilations are expected
to significantly outweigh the con of increased costs for non-AICPA member firms, since greater scrutiny in the process will likely
benefit consumers by identifying issues that the reviewed firms need to address in order to provide quality services, thereby pro-
tecting the public.

Adopting the AICPA’s codes of conduct is not expected to have any economic, small business or consumer impact.

Amending R4-1-455.03 by striking (D)(1) will not have a fiscal impact, as under the Board’s long-time statutory and regulatory
framework, CPAs who have registered firms as sole proprietors are not required to pay a firm registration fee, pursuant to A.R.S. §
32-729(4). Amending the rule will result in a positive impact to small business. CPAs who are sole proprietors of accounting firms
who do not do attest services as defined in A.R.S. § 32-701(3) will no longer be required to register their firms with the Board and
will no longer be required to file biennial firm renewal paperwork. They will also no longer be subject to peer review require-
ments, pursuant to A.A.C. R4-1-454. Operationally, since the Board has already ceased enforcement of the rule pending amend-
ment and has notified sole proprietors that they may cancel their firm registrations if they do not provide attest services, this
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positive impact has already commenced. The Board does not foresee a consumer economic impact, as amending this rule is
unlikely to change the rates CPAs charge for their services. In terms of public protection, the Board will continue to regulate the
sole proprietor CPAs through their individual certificates, although it will lose some important regulatory oversight with respect to
peer review requirements for non-attest services like compilation services. The Board intends to address this regulatory gap and
potential negative impact on consumers through a future legislative initiative to update its statutes.

The other amendments are not anticipated to have a fiscal impact.

10. The agency's contact person who can answer questions about the economic, small business. and consumer

impact statement:
Name: Monica L. Petersen, Executive Director

Address: Board of Accountancy

100 N. 15th Ave., Suite 165
Phoenix, AZ 85007

Telephone:  (602) 364-0870

Fax: (602) 364-0903
E-mail: mpetersen@azaccountancy.gov
Web site: Www.azaccountancy.gov

11. The time, place. and nature of the proceedings to make., amend. repeal. or renumber the rule. or if no proceeding

is scheduled, where, when, and how persons may request an oral proceeding on the proposed rule:

An oral proceeding regarding the supplemental proposed rules will be held as follows:

Date: Monday, June 12, 2017
Time: 9:00 a.m.
Location: Board of Accountancy

100 N. 15th Ave., Suite 165
Phoenix, AZ 85007

The rulemaking record will close on Monday, June 12, 2017 at 5:00 p.m.

12. All agencies shall list other matters prescribed by statute applicable to the specific agency or to any specific rule
or class of rules. Additionally, an agency subject to Council review under A.R.S. §§ 41-1052 and 41-1055 shall

respond to the following questions:

a.

b.

c.

Whether the rule requires a permit, whether a general permit is used and if not. the reasons why a gen-

eral permit is not used:
The rules do not require a permit.

Whether a federal law is applicable to the subject of the rule. whether the rule is more stringent than fed-
eral law and if so. citation to the statutory authority to exceed the requirements of federal law:

There is no federal law regarding CPAs, peer review or the other subjects of the rules.

Whether a person submitted an analysis to the agency that compares the rule's impact of the competi-
tiveness of business in this state to the impact on business in other states:

No analysis was submitted.

13. A list of incorporated by reference material as specified in A.R.S. § 41-1028 and its location in the rules:

None

14. The full text of the rules follows:

Section
R4-1-101.

Section
R4-1-341.
R4-1-345.

Section
R4-1-453.
R4-1-454.
R4-1-455.
R4-1-455.01.

TITLE 4. PROFESSIONS AND OCCUPATIONS
CHAPTER 1. BOARD OF ACCOUNTANCY

ARTICLE 1. GENERAL

Definitions
ARTICLE 3. CERTIFICATION AND REGISTRATION

CPA Certificates; Reinstatement
Registration; Fees

ARTICLE 4. REGULATION

Continuing Professional Education
Peer Review

Professional Conduct-Independenece; Integrity,and-Objeetivity and Standards
Professional Conduct: Cempetenee-and-Technical-Standards-Definitions; Interpretations
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R4-1-455.02.  Professional Conduct: Cenfidentiality; ReeerdsDispesitionCompetence and Technical Standards
R4-1-455.03.  Professional Conduct: Other-Specific Responsibilities and Practices

R4-1-455.04.  Professional Conduct: InterpretationsRecords Disposition
ARTICLE 1. GENERAL

R4-1-101. Definitions
A. The definitions in A.R.S. § 32-701 apply to this chapter.
B. In this chapter, unless the context otherwise requires:

1.  “Compilation services” has-the-same-meaning-as means services, the objective of which is defined in Section 66:05 80.04 of the
StatementsStatement on Standards for Accounting and Review Services No. 9 21, issued Deeember20090ctober 2014 and
published June+;2643May 1, 2016 in the AICPA Professional Standards by the American Institute of Certified Public Accoun-
tants, 1211 Avenue of the Americas, New York, New York 10036-8775, which is incorporated by reference. This incorporation
by reference does not include any later amendments or editions. The incorporated material is available for inspection and copy-
ing at the Board's office.

2.  “Contested case” means any proceeding in which the legal rights, duties or privileges of a party are required by law to be deter-
mined by any agency after an opportunity for hearing.

3. “CPE” or “continuing professional education” means attending classes, writing articles, conducting or teaching courses, and tak-

ing self-study courses if the activities contribute to maintaining and improving of professional competence in accounting.
(1 a1 o 1o Mmaang an acca M an ha PROA na m a o ha n aQiona

“Facilitated State Board Access (FSBA)” means the sp.
review results via a secured website.

75. “Party” means each person or agency named or admitted as a party, or properly seeking and entitled, as of right, to be admitted
as a party.

86. “Peer review” means an assessment, conducted according to R4-1-454(K), of one or more aspects of the professional work of a

R0 rancia A L om b A d o

onsoring organization’s process for providing the Board access to peer

on”-may-include-any-individual,-and-any-form-of corpora artnership,; al-limited-Habity pany--Peer

review program’ means the sponsoring organization’s entire peer review process, including but not limited to the standards for
administering, performing and reporting on peer reviews, oversight procedures, training, and related guidance materials.

1408.“Person” may include any individual, and any form of corporation, partnership, or professional limited liability company.

H9.“Sponsoring organization” means a Board-approved professional society, or other organization approved by the Board responsi-
ble for the facilitation and administration of peer reviews through use of its peer review program and peer review standards.

10. “Upper division-level course” means a course taken beyond the basic level, after any required prerequisite or introductory

accounting course and does not include principals of accounting or similar introductory accounting courses.

ARTICLE 3. CERTIFICATION AND REGISTRATION

R4-1-341. CPA Certificates; Reinstatement
A. An applicant may apply for a certificate of certified public accountant or for reinstatement by submitting:
1. An application fee of $100; and
2. For an applicant applying for certification under A.R.S. § 32-721(A) and (B), a completed application including:
a.  Verification that the applicant passed the Uniform CPA Examination,
b.  Verification that the applicant meets the education and experience requirements specified in R4-1-343,
c.  One signed and dated letter of recommendation by a CPA,
d.  Proof of a score of at least 90% on the American Institute of Certified Public Accountants (AICPA) examination in profes-
sional ethics taken within the two years immediately before the application is submitted,
e. Evidence of lawful presence in the United States, and
f.  Other information or documents requested by the Board to determine compliance with eligibility requirements.
3. For an applicant applying for certification under A.R.S. § 32-721(A) and (C), a completed application including:
a.  Verification that the applicant passed the Uniform CPA Examination; or the International Qualification Examination
(IQEX),
b. License verification from each jurisdiction in which the applicant has ever been issued a certificate as a certified public
accountant of which at least one must be an active certification from a jurisdiction with requirements determined by the
Board to be substantially equivalent to the requirements in A.R.S. § 32-721(B) or verification that the applicant meets the
education and experience requirements specified in R4-1-343,
c. Evidence of lawful presence in the United States, and
d.  Other information or documents requested by the Board to determine compliance with eligibility requirements.
4.  For an applicant applying for certification under A.R.S. § 32-721(A) and (D) for mutual recognition agreements adopted by the
Board a completed application including:
a.  Verification that the applicant has passed the International Qualification Examination (IQEX),
b. License verification from the applicant’s country which that has a mutual recognition agreement with the National Associ-
ation of State Boards of Accountancy that has been adopted by the Board,
c.  Evidence of lawful presence in the United States, and
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C.

d.  Other information or documents requested by the Board to determine compliance with eligibility requirements.

For an applicant applying for reinstatement from cancelled or expired status under A.R.S. §§ 32-730.02 or 32-730.03 respec-

tively a completed application including:

a. CPE that meets the requirements of R4-1-453(C)(6) and (E), and

b. Evidence of lawful presence in the United States.

For an applicant applying for reinstatement from revoked or relinquished status under A.R.S. §§ 32-741.03 or 32-741.04 respec-

tively a completed application including:

a.  CPE that meets the requirements of R4-1-453(C)(6) and (E),

b.  Evidence of lawful presence in the United States,

c. Ifnot waived by the Board as part of a disciplinary order, evidence from an accredited institution or a college or university
that maintains standards comparable to those of an accredited institution that the individual has completed at least one hun-
dred fifty semester hours of education as follows:

i.  Atleast 36 semester hours are accounting courses of which at least 30 semester hours are upper level courses.
ii. At least 30 semester hours are related courses.

d. If prescribed by the Board as part of a disciplinary order, evidence that the individual has retaken and passed the Uniform

Certified Public Accountant Examination.

Within 30 days of receiving an application, the Board shall notify the applicant that the application is either complete or incomplete.
If the application is incomplete, the notice shall specify what information is missing.

w

6.

The Board shall make service of written notice regarding an incomplete application in accordance with R4-1-117(E)(1) or (2).
The applicant has 30 days from the date of the notice to respond in writing to the Board's notice or the Board may administra-
tively close the file. An applicant whose file is administratively closed and who later wishes to become certified; shall reapply
under subsection (A).

Within 60 days of receipt of all the missing information, the Board shall notify the applicant that the application is complete.
The Board shall issue a certification decision no later than 150 days after receipt of a completed application.

If the Board finds deficiencies during the substantive review of the application, the Board may issue a written request to the
applicant for additional information.

The 150-day time-frame in subsection (B)(3) for a substantive review for the issuance of a certificate is suspended from the date
of the written request for additional information made under subsection (B)(4) until the date that all information is received. The
Board shall serve a written request under subsection (B)(4) in accordance with R4-1-117(E)(1) or (2). The applicant has 30 days
to respond to the Board's request for additional information. If the applicant fails to timely respond to the Board's request, the
Board shall finish its substantive review based upon the information the applicant has presented.

When the applicant and the Board mutually agree in writing, the substantive review time frame specified in subsection (B)(3)
may be extended in accordance with A.R.S. § 41-1075.

If the Board denies an applicant's request for certification, the Board shall send the applicant written notice explaining:

1.
2.
3.

The reason for denial, with citations to supporting statutes or rules;
The applicant's right to seek a fair hearing to challenge the denial; and
The time periods for appealing the denial.

D. The Board establishes the following licensing time-frames for the purpose of A.R.S. § 41-1073:

1.
2.
3.

Administrative completeness review time-frame: 30 days;
Substantive review time-frame: 150 days; and
Overall time-frame: 180 days.

R4-1-345. Registration; Fees

Initial registration: After the Board approves an applicant’s request for certification or firm registration, the applicant shall file an
application for initial registration in a format prescribed by the Board and pay a registration fee under subsection (C).

Renewal registration: A registrant shall file an application for renewal registration in a format prescribed by the Board no later than
5:00 p.m. on the last business day of the month. A renewal registration is deemed filed on the date and time received in the Board
office. The Board shall record the date and time either by electronic date stamp in Arizona time or on physical receipt in the board’s
office. The Board shall not accept a postmark as evidence of timely filing. It is the sole responsibility of the registrant to complete the
renewal registration requirements at the following times:

A.

B.

1.

2.

Individual registrant: An individual registrant shall renew registration at the following times:

a. A registrant born in an even-numbered year shall renew registration during the month of birth in each even-numbered year.

b. A registrant born in an odd-numbered year shall renew registration during the month of birth in each odd-numbered year.

Firm registrant: A firm shall renew registration at the following times:

a. A firm that initially registered with the Board in an even-numbered year shall renew registration during the board-approved
month of the initial registration in each even-numbered year.

b. A firm that initially registered with the Board in an odd-numbered year shall renew registration during the board-approved
month of the initial registration in each odd-numbered year.

Registration fees: The biennial registration fee is:

$300 and, if applicable, a late fee of $50 for each certified public accountant and, each public accountant. For a certified public
accountant or public accountant, the registration fee shall be prorated by month for an initial registration period of less than two
years.

$300 and, if applicable, a late fee of $50 for a firm. Under A.R.S. § 32-729, the Board shall not charge a fee for the registration
of additional offices of the same firm or for the registration of a sole practitioner.
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ARTICLE 4. REGULATION

R4-1-453. Continuing Professional Education
A. Measurement Standards. The Board shall use the following standards to measure the hours of credit given for CPE programs com-
pleted by an individual registrant.

1.

6.

7.

A class hour shall consist of a minimum of 50 continuous minutes of instruction and a half class hour shall consist of a minimum
of 25 continuous minutes of instruction. CPE credit shall be given in half-hour increments for periods of not less than one class
hour. Credit shall not be allowed for repeat participation in any seminar or course during the registration period.

Courses taken at colleges and universities apply toward the CPE requirement as follows:

a.  Each semester - system credit hour is worth 15 CPE credit hours,

b.  Each quarter - system credit hour is worth 10 CPE credit hours, and

c.  Each noncredit class hour is worth one CPE credit hour.

Each correspondence program hour is worth one CPE credit hour.

Acting as a lecturer or discussion leader in a CPE program, including college courses, may be counted as CPE credit. The Board

shall determine the amount of credit on the basis of actual presentation hours, and shall allow CPE credit for preparation time

that is less than or equal to the presentation hours. A registrant may only claim as much preparation time as is actually spent for

a presentation. Total credit earned under this subsection for service as a lecturer or discussion leader, including preparation time

may not exceed 40 credit hours of the renewal period's requirement. Credit is limited to only one presentation of any seminar or

course with no credit for repeat teaching of that course.

Writing and publishing articles or books that contribute to the accounting profession may be counted for a maximum of 20 hours

of CPE credit during each renewal period.

a. Credit may be earned for writing accounting material not used in conjunction with a seminar if the material addresses an
audience of certified public accountants, is at least 3,000 words in length, and is published by a recognized third-party pub-
lisher of accounting material or a sponsor.

b.  For each 3,000 words of original material written, the author may earn two credit hours. Multiple authors may share credit
for material written.

A registrant may earn a combined maximum of 40 hours of CPE credit under subsections (A)(4) and (5) above during each

renewal period.

A registrant may earn a maximum of 20 hours of CPE during each renewal period by completing introductory computer-related

courses. Computer-related courses may qualify as consulting services pursuant to subsection (C).

B. Programs that Qualify. CPE credit may be given for a program that provides a formal course of learning at a professional level and
contributes directly to the professional competence of participants.

1.

3.

The Board shall accept a CPE course as qualified if it:

a. Is developed by persons knowledgeable and experienced in the subject matter,

b. Provides written outlines or full text,

c. Is administered by an instructor or organization knowledgeable in the program, and

d.  Uses teaching methods consistent with the study program.

The Board shall accept a correspondence program which includes online or computer based programs if the sponsors maintain
written records of each student's participation and records of the program outline for three years following the conclusion of the
program.

An ethics program taught or developed by an employer or co-worker of a registrant does not qualify for the ethics requirements
of subsection (C)(4).

C. Hour Requirement. As a prerequisite to registration pursuant to A.R.S. § 32-730(C) or to reactivate from inactive status pursuant to
A.R.S. § 32-730.01, a registrant shall complete the CPE requirements during the two-year period immediately before registration as
specified under subsections (C)(1) through (C)(5). For registration periods of less than two years CPE may be prorated, with the
exception of ethics.

1. A registrant whose last registration period was for two years shall complete 80 hours of CPE.

2. A registrant shall complete a minimum of 50 percent of the required hours in the subject areas of accounting, auditing, taxation,
business law, or consulting services with a minimum of 16 hours in the subject areas of accounting, auditing, or taxation.

3. A registrant shall complete a minimum of 16 of the required hours:

a. Inaclassroom setting,
b. Through an interactive live webinar, or
c. By acting as a lecturer or discussion leader in a CPE program, including college courses

4. A registrant shall complete four hours of CPE in the subject area of ethics. The four hours required by this subsection shall
include a minimum of one hour of each of the following subjects:

a.  Ethics related to the practice of accounting including the Code of Professional Conduct of the American Institute of Certi-
fied Public Accountants, and
b. Board statutes and administrative rules.

5. A registrant shall report total CPE hours completed for the registration period. Hours that exceed the number required for the
current registration period may not be carried forward to a subsequent registration period. Any CPE hours completed to vacate a
suspension for nonregistration or for noncompliance with CPE requirements may not be used to meet CPE requirements for the
registration period.

6. As a prerequisite to reactivate from retired status or reinstate from cancelled, expired, relinquished or revoked status, an appli-
cant shall complete up to 160 hours of CPE during the four-year period immediately before application to reactivate or reinstate.
For periods of less than four years CPE may be prorated, with the exception of ethics.
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H.

a.  An applicant shall complete a minimum of 50 percent of the required hours in the subject areas of accounting, auditing, tax-
ation, business law, or consulting services with a minimum of 32 hours in the subject areas of accounting, auditing or taxa-
tion.

b.  An applicant shall complete a minimum of 32 hours of the required hours:

i.  Ina classroom setting,
ii.  Through an interactive live webinar, or
iii. By acting as a lecturer or discussion leader in a CPE program, including college courses.

c.  An applicant shall complete eight hours of CPE in the subject area of ethics. The eight hours required by this subsection
shall include a minimum of one hour of each of the following subjects. The following subjects shall be completed during
the two-year period immediately preceding application for reactivation or reinstatement:

i.  Ethics related to the practice of accounting including the Code of Professional Conduct of the American Institute of
Certified Public Accountants; and
ii. Board statutes and administrative rules.
Reporting: An applicant for reinstatement, a registrant who is subject to an audit, or a registrant completing their registration must
report the following details about their completed CPE:
1. Sponsoring organization;
2. Number of CPE credit hours;
3. Title of program or description of content; and
4. Dates attended.
In addition to the information required under subsection (D), an applicant for reinstatement from cancelled, expired, relinquished or

revoked status, or a registrant subject to a CPE audit pursuant to subsection (G) shall prov1de evidenee-of completed-CPEasrequired

te-be-maintained-by-subseetion-(I)- the Board the following documents at its request: copies of course outlines and certificates of
completion that include registrant’s name, course provider or sponsor, course title, credit hours, and date of completion.

CPE Record Retention: A registrant shall maintain for three years from the date their registration application was dated as received by

the Board and-previde-the Beardupen—request the following documents: course outlines and certificates of completion that include

registrant’s name, course provider or sponsor, course title, credit hours, and date of completion.

CPE audits: The Board, at its discretion, may conduct audits of a registrant’s CPE and require that the registrant provide the CPE

records that the registrant is required to maintain under subsection (F) to verify compliance with CPE requirements.

The Board may grant a full or partial exemption from CPE requirements on demonstration of good cause for a disability for only one

registration period.

R4-1-454. Peer Review

A.

Each firm;-as-defined-inA-R-S—§32-704H14); that performs attest services or full-diselosure compilation services shall have a peer
review performed and reported on w1th1n the three years 1mmed1ately precedmg the firm's reglstratlon date

peer—rewew—proeess—F irms shall submlt a copy of the results of the1r most recently accepted peer review nursuant to R4 1-345 or

y a Board approved extension date to the Board which includes the following documents:

Peer review report which has been accepted by the sponsoring organization,

Firm’s letter of response accepted by the sponsoring organization, if applicable,

Acceptance letter from the sponsoring organization,

Letter(s) accepting the documents signed by the firm with the understanding that the firm agrees to take any actions

required by the sponsoring organization, if applicable, and

Letter signed by the sponsoring organization notifying the firm that required actions have been appropriately completed, if
applicable.

(=SS 2

@

whose peer rev1ews are scheduled before January 1= 2018= the ﬁrm shall submit the peer review documents pursuant to R4-1-
454(A)(1) to the Board prior to its next firm license renewal via mail, electronic transmission or, if available, the AICPA Facili-
tated State Board Access (FSBA).

3. For firms whose peer reviews are scheduled after January 1, 2018, the firm must allow the sponsoring organization to make the
documents pursuant to R4-1-454(A)(1) accessible to the Board via the FSBA process.

4. The Board may grant, upon written request and demonstration of good cause, excluding financial hardship pursuant to A.R.S. §

32-701(1 5)( E) an extension of time for completlng the peer review or submlttlng the peer rev1ew documents to the Board.
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€B. Only a peer reviewer or a review team approved by the sponsoring organizationBeard-erits-autherized—agent may conduct a peer

review. In approving a peer reviewer or a review team, the sponsoring organizationBeard-er-its-autherized-agent shall ensure that each
peer reviewer or member of a review team holds a certificate or license in good standing to practice public accounting, and is not

affiliated with the firm under reV1ew

EC.The Peer Review Oversight Advisory Committee (PROAC) shall review the peer review repert results submitted-by-a—firm-to deter-
mine whether the firm is complying with the standards in subsection (KJ). If the results of peer review indicate that a firm is comply-
ing with the standards in subsection (KJ), the PROAC shall recommend to the Board that it accept the firm's peer review and that the
firm be notified of its compliance with this Section.

ED. If the results of the peer review 1nd1cate that a ﬁrm is not complymg with the standards in subsect1on (kJ )—

3. Based-upen—review—of-the PROAC s—recommendation;—the Board may take disciplinary action.—as-defined—in-ARS—§32-

E. If the results of the peer review suggest one or more violations of A.R.S. Title 32 Chapter 6 or Board rules, the Board may conduct or
direct an authorized committee to conduct an initial analysis and take other action as authorized by A.R.S § 32-742.01.

GE. Information discovered solely as a result of a peer review is not grounds for suspension or revocation of a certificate.

HG. F a1lure of a ﬁrm to complete a peer rev1ew under th1s Sect1on m const1tutes grounds for d1sc1phnary action. feveeaﬂoﬂ—er—suspeﬂ-

IH. Exemptions: A firm is exempt from the requirements of this Section if the firm submits to the Board a written statement that it meets
at least one of the following grounds for exemption:
1. The firm has not prev1ously practrced pubhc accountmg in thls state, any other state, or a foreign country and the firm shall have
pee v § within-enroll in a Board approved peer review program with a peer
review due date, in comphance w1th the peer review standards referenced in R4-1-454(K) of 18 months ef-initial-registration
from the year end of the first engagement performed.
2. The firm submits to the Board an affidavit, on a form prescribed by the Board, that states that all of the following apply:
a.  Within the previous three years, the firm did not undertake perform any engagement-thatresulted-inthe firm-issuinga attest
services or;-full-diselosure;-ernen-diselosure compilation services; and
b. The firm agrees to notify the Board w1th1n 90 days after acceptmg an attest services; or fu—l—l—d-lselesure compilation services
engagement and shall have a hin enroll in a Board approved

peer review program with a due date, in comphance wrth the peer review standards referenced in R4-1-454(J) of 18 months

from the year—end of the 1n1t1al engagement accepted—aﬂd

JI. Firms that reorganize a current firm, rename a firm, or create a new firm, within which at least one of the prior CPA owners remains
an owner or employee, shall remain subject to the provisions of this Section. If a firm is merged, combined, dissolved, or separated,
the sponsoring organization shall determine which resultant firm shall be considered the succeeding firm. The succeeding firm shall
retain its peer review status and the review due date.

kJ. Each firm, review team, and member of a review team shall comply with the Standards for Performing and Reporting on Peer
Reviews, issued January 2009 and published June+2043May 1. 2016 in the AICPA Professional Standards by the American Insti-
tute of Certified Public Accountants, 1211 Avenue of the Americas, New York, New York 10036-8775 (www.aicpa.org), which is
incorporated by reference. This incorporation by reference does not include any later amendments or editions. The incorporated mate-
rial is available for inspection and copying at the Board's office.

EK. Peer review record retention. A firm shall maintain for five years, and provide the Board upon request, the follewing-documents ref-

erenced in R4-1 4541 A !1 1 ), if apphcable and however denommate . for the peer reviews required by this Section:-peerreview-report;
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A. [Itis the Board’s policy that the rules governing registrants be consistent with the rules governing the accounting profession generally.

Except as otherwise set forth in these regulations, registrants shall conform their conduct to the Code of Professional Conduct, pub-
lished May 1, 2016 in the AICPA Professional Standards by the American Institute of Certified Public Accountants, 1211 Avenue of
the Americas, New York, New York 10036-8775 (www.aicpa.org), available from the AICPA.
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B. The AICPA Code of Professional Conduct, and any interpretations and ethical rulings by the issuing body, shall apply to all regis-

trants, including those who are not members of the AICPA. The version specified above, including any interpretations and ethical rul-
ings in effect shall apply. Any later amendments, additions, interpretations, or ethical rulings shall not apply.

R4-1-455.01. Professional Conduct: Competenee-andTeechnieal-StandardsDefinitions: Interpretations

2

3.

4

5

6
& T
H-

them:
Interpretation of definitions: All terms defined in A.R.S. § 32-701 et seq. shall be construed, to the extent possible, to be consistent with
corresponding definitions in the professional standards adopted in R4-1-455. The foregoing notwithstanding, for purposes of R4-1-455
and the professional standards adopted therein:

1. The term “practice of public accounting” shall be defined as set forth in A.R.S. § 32-701; and

2. References to “member” shall be to “registrant” as defined in A.R.S. § 32-701.

R4-1-455.02. P Competence and Technical Standards

orttdentta ot 5O

rofessional Conduct:

k]
a

gitans puo d
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A. Inreporting on financial statements for which a registrant has performed attest services (as defined in A.R.S. § 32-701) any of the fol-
lowing will constitute a violation of A.R.S. § 32-741(A)(4):
1. In an audit engagement, failing to:
a. Prepare audit documentation that is sufficient to enable an experienced auditor, having no previous connection with the
audit, to understand:
i.  The nature, timing, and extent of the audit procedures performed;
i. The results of the audit procedures performed, and the audit evidence obtained; and
ii. Significant findings or issues arising during the audit, the conclusions reached thereon, and significant professional
judgments made in reaching those conclusions;

—

—

b. Obtain sufficient appropriate evidence to conclude that the financial statements taken as a whole are free from material mis-
statement; or
¢. Modify the opinion in the auditor’s report when:

i.  The financial statements as a whole are materially misstated; or
ii. Sufficient appropriate audit evidence to conclude that the financial statements as a whole are free from material mis-

 statement has not been obtained.

2. Inareview engagement, failing to:

a. Accumulate sufficient review evidence to provide a reasonable basis for obtaining limited assurance that there are no mate-
rial modifications that should be made to the financial statements in order to be in conformity with the applicable financial
reporting framework; or
Modity the accountant’s review report for a departure from the applicable financial reporting framework, including inade-
quate disclosure, that is material to the financial statements.

3. Inan examination of prospective financial statements engagement, failing to:

Obtain sufficient evidence to provide a reasonable basis for the conclusion that is expressed in the report; or
Modify the report when:
i.  One or more significant assumptions do not provide a reasonable basis for the prospective financial statements; or

ii. The examination is affected by conditions that preclude application of one or more procedures considered necessary in
the circumstances.

B. The provisions of this subsection are not intended to be all inclusive or to limit the application of A.R.S. § 32-741(A)(4).

S

R4-1-455.03. Professional Conduct: OtherSpecific Responsibilities and Practices

A. Discreditable acts: A-eertified-publie-aceountantpublie-aceountant;erfirm In addition to any other acts prohibited by any standards
incorporated in these rules, a registrant shall not commit an act that reflects adversely on the eertified-public-acecountant's; publie
aceountant's;-or-firm’s registrant’s fitness to engage in the practice of public accounting, including and without limitation:

1. Violating a provision of R4-1-455, R4-1-455.01, R4-1-455.02, R4-1-455.03 or R4-1-455.04;
2. Violating a ﬁdu01ary duty or trust relatlonshlp w1th respect to any person; or
3. Violating a provision of A.R.S. Title 32, Chapter 6, Article 3, or this Chapter.

B. Advertising practices and solicitation practices: A eef&ﬁed—pubhc—aeeetmtaﬂt—pubh&aeeeimt&nt—er—ﬁfm registrant has violated
A.R.S. § 32-741(A)(4) and engaged in dishonest or fraudulent conduct in the practice of public accounting in connection with the
communication or advertising or solicitation of publie accounting services through any media, if the eertified-publie-accountant, pub-
h&aeeeuﬂtaﬂt—eﬁﬁm registrant w1llfully engages in any of the following conduct:

+

4—1 Vlolates A. R S § 44 1522 and a court ﬁnds the Vlolatlon Wlllful
5:2. Engages in fraudulent or misleading practices in the advertising of publie accounting services
that leads to a conviction pursuant to A.R.S. § 44-1481; or
6:3. Engages in fraudulent practices in the advertising of publie accounting services that leads to a
conVlctlon for a v1olat10n of any other state or federal law.

A eertified-public-accountant-or public-accountant registrant shall not use a professional or firm name or designation that is mis-

leading about the legal form of the firm, or about the persons who are partners, officers, members, managers, or shareholders of
the firm, or about any other matter. A firm name or designation shall not include words such as “& Company,” “& Associates,”
or “& Consultants” unless the terms refer to additional full time CPAs that are not otherw1se mentloned in the firm name.
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£:D.Communications: When requested, a-eertified-public-accountant-erpublic-accountant registrant shall file a written response respend to
a eommunieationscommunication from the Board within 30 days of the date of the mailing of such afterthe communication is-mailed
by registered-or certified mail. A written response is deemed filed on the date and time received in the Board office. The Board shall
record the date and time either by electronic date stamp in Arizona time or on physical receipt in the Board’s office. The Board shall
not accept a postmark as evidence of timely filing.

=

rated by R4-1-455.
R4-1-455.04. Professional Conduct: InterpretationsRecords Disposition

Document retention policies. Except as set forth in A.R.S. § 32-744(D), a registrant may retain and dispose of documents prescribed in
A.R.S. § 32-744(C) in compliance with a reasonable document retention policy.
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