Vermont Secretary of State
Office of Professional Regulation

BOARD OF PUBLIC ACCOUNTANCY

UNAPPROVED MINUTES
MEETING of TUESDAY, JUNE 22, 2004

The meeting was called to order at 9:12 a.m.

Members present: Jeffrey A. Graham, CPA, RPA, @har;, Pamela J. Douglass, CPA, Secretary; Lee M.
Spivey, Jr., CPA; Claire LaVoie, CPA; and Cairn@3o0ss.

OPR Staff present: Christopher D. Winters, Boardrdel; and Carla Preston, Unit Administrator.

Others present: James DuCharme, applicant, and/P&@llito, Deputy Managing Director of AON
Insurance Managers (USA) Inc.

The Chairman called for approval of the Minutéthe June ¥ meeting. Ms. LaVoie made a motion,
seconded by Mr. Spivey, to approve the Minutesieflune 2, 2004 meeting as presented. Motion ghasse
unanimously.

Reports

James DuCharme attended the meeting at 9:30 adisdass his application. Mr. DuCharme said inl#te
1990's he began efforts to obtain his CPA licertde.said over a 20 year progression he is curren@yO at
Blue Cross Blue Shield. He has an MBA in econotiosn went to Champlain College to obtain the
required accounting courses and has passed theedA. He explained that he ran into problems wieen
learned that his supervisor did not renew his GBénse. Mr. DuCharme said that his supervisoiatlielst to
his having the required work experience but wadinensed during that time. He then asked an pater
CPA to attest to his general knowledge of competaevitich was submitted. He said he has done thethmegs
he can to remedy the situation under the circunastgto show that he is qualified for licensure. sdiel he
wants the license for his career and acknowledgaiithe people he supervises would also benefit.

The Board indicated that his request is compellimogyever it must follow the laws and rules of the
profession. Unfortunately, his supervisor doesmett the criteria, therefore the Board is unablaccept
his work experience.

Mr. DuCharme elaborated further on his experiencexplain how it is similar to that of public aceing
experience.

The Board could agree that Mr. DuCharme has 1,980shor more of experience, but needs 500 hours of
attest functions of which at least 200 hours al&ted to audit functions. As an option, he coututkfor one
year doing audits under a licensed CPA to gaire#perience needed. Due to the fact that the apylidoes
not meet the licensure requirements with regasidik experience, the Board voted to preliminarigng his
application.

Patti F. Pallito, Deputy Managing Director oON Insurance Managers (USA) Inc. attended the mgédi
discuss the acceptability of experience for perseorking with captive insurance companies. Msliteal
said she is concerned that work experience withiveamsurance companies is no longer acceptetidy t
Board, thus their employees cannot become licenSéé. said it has been her understanding that such
experience would make a candidate eligible fomigzge. She said it would be very difficult to fiqdalified
people to work for captives if the experience isaareptable toward licensure.
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3. Reports - continued

The Board noted that applicants must earn expegiander a licensed CPA and must meet the experience
requirements outlined in Board Rule 5.9. The lawd rules have changed significantly over the feast
years due to certain events. The Board does Ihavalility to accept non-public experience if ibhdze
demonstrated that such experience is substansiatiyar to, or parallels that of public accountiexperience.

If the applicant uses Generally Accepted AccounBrigciples (GAAP) and Generally Accepted Auditing
Standards (GAAS), and is working under a licensBd e experience may be acceptable. The Boastinot
that the issue of independence in audits is natréiethe captive industry.

Ms. Pallito said under Sarbanes Oxley, they araired to do testing. She said they have a loht&raction
with the adoption of Sarbanes Oxley. She said k%0t sign off until the work is thoroughly rawed.
She presented sample test procedures for inteon#iad. She said there is a lot of review in prama
financial statements and the testing ensures lteanternal controls are valid.

Ms. Pallito said the preparer is responsible fargthing, GAAP disclosure list, testing and audiqedures,
etc. She said their staff is hired by groups siccKRMG to do the work because KPMG’s staff doesmeét
the requirements of Sarbanes Oxley for reviewingh8/A&nd GAAS. She noted that having their stafftan
testing resulted in a reduction in fees.

Ms. Pallito said the staff do not make an assessofaisk as they are not the decision makers. satig field
staff does not determine if problems exist or drthare deteriorations.

The Board noted that it does not appear that prgesdare done the same way across the board giindr¢o
captives. All applications for licensure are revéel on a cases by case basis. The Board has detana
blanket statement concerning the acceptabilityxpEéence acquired at captives. The Board’s p@ im0
protect the public.

Ms. Pallito said she has wonderful staff and hepleger brings a lot of money to the State. Theytia
have highly qualified people, but would be unabléind them if they cannot obtain a license whiatuid
hurt business.

Mr. Cross indicated that he is the public membethenBoard and explained that the Board requiresrtain
number of hours of experience in audit and att@sttions. He said there is also the independesstei He
said he sees an opportunity for the industry ahdradducators to create a particular training @Enagior
potential CPA’s to get that experience needed.agplicant could do an internship at a firm for
independence, audit, etc. The idea is to consigerif designed correctly, it would work for thppdicant,
the firm, the State and for the Board. He saidajhyglicant needs to know early on of these isslié®
captives could network to create the opportunitytifi@ir employees to obtain the 500/200 hours tefsaand
audit functions in public accounting.

Ms. Pallito indicated that there has been a changeptives throughout the country. They perfoudits
and prepare reports. She said they are very sitoilpublic firms. They are parent based with dewi
spectrum, have exposure to the public accountidgstry, and work with auditors and regulatorseyrh
prepare compilations and audits and participatBAMS. Ms. Pallito said they work with various irsities
not just one type. She said since Septemb®riglts are on the rise and more captives wereedeabhe
said they have a broad based clientele.
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Chairman Graham said that this discussion is nettoghe Board. He said he became licensed in 2986
needed a certain number of hours of attest funstidrhe Board has not taken a different positian there
are changes in the accounting industry. The wheleé is tightening up.

3. Reports - continued

The Board explained that the license covers aketspof accounting which includes attest functiand
audits, therefore experience is required in thesasa Some of the experience may be covered hder
5.9, but the applicant must meet all criteria idahg the 500/200 hours of attest and audit funstiofihe
Board requires minimum education (60 semester hotlms required number of hours of work experience
which is based on the number of semester hoursletedp (the greater the number of semester hduedets
years’ of experience required).

Ms. Pallito asked the Board to look at the undedyivork performed by the applicant. She said tihegll of
the work listed under Rule 5.9. Ms. Pallito saidstr&taff persons just out of school at an accogrftrm do
not understand what they are doing; they may follogchecklist but do not understand why or the
underlying reasons for it. She said the managdesthe decision, not the staff person. She attdedhere
are fewer good candidates as accounting is notegsigious as it used to be. She said the Urityesb
Vermont is supportive of the captive industry affegrs initiatives. Ms. Pallito said she would toy
coordinate cross training with other firms to emstirat employees have the opportunity to acquie th
necessary experience.

Chairman Graham summed up by stating that the Bopodition has not changed. Applications are
considered on a case by case basis. The Boardvaifstthe 500 hours of attest of which 200 hoairs
related to audit functions to meet GAAP and GAA®e Board will question experience if it finds thiat
does not meet the independence requirement. @dpsurance organizations do not provide an inddgen
point of view; they record transactions then previch audit. No opinion is issued.

The Board is not completely aware of the proceduidis regard to captives. Who takes responsibility
Banking Insurance Securities and Health Care Adstration? The Board will research it further.

4, L egislation/Rulemaking - No action to report.
5. The Board reviewed and discussed the following applicationsfor licensure.
A. Ms Douglass made a motion, seconded by Mr. §piteeapprove the following applicants for licensirased

on their completed applications. Motion passechiumausly.

Deon, Kenneth F. (Endorsement) Julian, Steven A. (Endorsement)
Schultz, Marvin R. (Endorsement) Thiesfeldt, ¥&l (Endorsement)
B. The Board reviewed the applications listed beéma noted that documents were either missing or

unacceptable to complete their applications. Aggpits will be notified of the Board'’s findings.

Ram Agarwal (Score Transfer) - The Board reviewed Mr. Agargalpplication but was unable to approve it
as submitted. The Board needs further clarificatis to Mr. Agarwal’s work experience and how giiilar
to that of public accounting experience. It appehat Mr. Agarwal’'s experience pertains to indgstr

Burke, Trudy-Mae (Examination) - Ms. Burke must ask her supervisarerify that her experience includes
500 hours of attest functions of which no less th@d hours was related to the audit function. This
information should be provided on the Board'’s fdan“Report of Supervised Experience.” Verificatiof
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licensure standing from all states in which Mr. @G, her supervisor, has been or is currently fiedris
also required.

Chu, Agathe K. (Examination) - Ms. Chu must ask her supervisortiify that her experience includes 500
hours of attest functions of which no less than B00rs was related to the audit function. Thisinfation
should be provided on the Board’s form for “RepufrSupervised Experience.”

5. Applications - continued

DuCharme, James (Examination) - The Board voted to preliminarilgry Mr. DuCharme’s application on
the basis that he does not meet the experiencaeatgnt.

Engel, Anita L. (Examination) - The Board reviewed Ms. Engel’'s &gilon and noted that she has well
over 150 semester hours. However, the evalufitoon FACS did not state that she had the 42 csedit
specific areas needed to meet Vermont's requiresnefite Board noted that her supervisor was liaknse
after she began working for him, thus hours shaashprior to January 22, 2002 will not be counteglard

the experience requirement. Ms. Engel may submyitsabsequent experience she has earned to meet tha
requirement.

Leis, Trent J. (Examination) - Mr. Leis must ask his supervisoveéoify that his experience includes 500
hours of attest functions of which no less than B00rs was related to the audit function. Mr. Leis
experience under the supervision of a CGA is oalidwduring the time period in which the Board lzadalid
agreement (January 2001 through August 22, 200B)tive Certified General Accountants in Canada.
Therefore, the reported experience from 1995 t®@19% 0t acceptable.

6. Miscellaneous Correspondence

a. The Board reviewed information from a few caatits who were not admitted to the CPA
examination because their valid identification was accepted. Norm Vassell explained that he sat
for the examination in November of 2003 in Vermant had applied to retake the ARE in Buffalo,
NY through Prometric. He said upon arrival he wasallowed to sit because he did not have a
Passport. Other candidates were not admitted bedaeir names on their Notice to Schedule did not
match their ID. Ms. Preston will contact NASBA aGBAES to determine what actions, if any, those
organizations are taking concerning these issues.

b. Chairman Graham said he contacted Walt Menazelprida based Peer Reviewer who has been asked
to do a report review for a Vermont firm. The meativas discussed at length and Mr. Graham agreed
to draft a letter of response for members’ review.

7. American Institute of Certified Public Accountants (AICPA) Correspondence
a. The Board discussed and noted the June 16,ig2fd@ation from Prometric.
b. Various questionnaires and FY| documents weted.
8. National Association of State Boards of Accountancy (NASBA) Correspondence
C. The Board discussed the information included on RAS Web site with regard to acceptable

experience. Currently, it states that Vermont ptxaon-public experience. To avoid misleading
applicants, the Board will contact NASBA to seadfitional comments can be added to NASBA's
Web site to describe the circumstances under winchpublic experience may be acceptable. Non-
public accounting experience must parallel pubticoanting experience to be considered as
acceptable.
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b. The Board reviewed and noted several QuicksPbhe Board reviewed and noted the results of the
NASBA Quick Poll on Ethics Courses.
C. The Board responded to various questionnaimdsoted FYI documents.
9. Public Comment See number three above.
10. Other Business Introduced by the Board
11. The next meeting is scheduled Taresday, July 27, 2004.

12. There being no further business, Mr. Crossenzathotion, seconded by Mr. Spviey, to adjournntieeting at
1:50 p.m. Motion passed unanimously.

Respectfully submitted,

Carla Preston
Unit Administrator
Office of Professional Regulation



