The Rules Committee of the Texas State Board of Public Accountancy is holding a
meeting by online video conference call pursuant to §551.127 of the Open Meetings
Act. The public may attend the meeting in-person at the office of the Board which is
located at 505 E. Huntland Drive, Suite 370, Austin, Texas 78752. The Chair of the
Rules Committee will be present at the 505 E. Huntland Drive location for the entirely of
the meeting. In the alternative, the public may attend the meeting virtually using the
following link.
Topic: Rules Committee Meeting
Time: Mar 16, 2022 01:30 PM Central Time (US and Canada)
Join ZoomGov Meeting
https://www.zoomgov.com/j/1611331297?pwd=OFBEQkNMSUc4VVRpMXI0ell6cmdZZz09
Meeting ID: 161 133 1297
Passcode: 702334
Dial by your location
+1 646 828 7666 US
Meeting ID: 161 133 1297

A.

B.

Agenda Item V
Rules Committee Agenda
March 16, 2022
1:30 p.m.
Discussion, consideration, and possible action concerning newly proposed Board
Rule 507.9 regarding the procedures for the administration of the Sick Leave Pool
and Family Leave Pool.
Discussion, consideration, and possible action concerning proposed revisions to
Board Rules 511.53 (Evaluation of International Education Documents), 511.54
(Recognized Texas Community Colleges), 511.56 (Educational Qualifications under
the Act), 511.59 (Definition of 150 Semester Hours), and 520.3 (Institutions).

C. Report on the Governor’s Office, Division of Regulatory Responsibility’s review and
determination of the following Board rules and whether their effect, if any, on
market competition is consistent with state policy pursuant to Section 57.106(g) of
the Occupations Code: Board Rules 523.132 (Board Contracted Ethics Instructors),
523.144 (Board Registered CPE Sponsors), 523.145 (Obligations of the Sponsor),
523.146 (Registry of NASBA CPE Sponsors), and 523.147 (Sponsor Review
Program).
D. Discussion, consideration, and possible action concerning Board Rules 527.3
(Standards for Peer Reviews and Sponsoring Organizations), 527.4 (Enrollment
and Participation), 527.7 (Peer Review Oversight Board), and 527.9 (Procedures
for a Sponsoring Organization).
E.

Schedule next meeting.
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Agenda Item V
Rules Committee Agenda
March 16, 2022
1:30 p.m.
A. Discussion, consideration, and possible action concerning newly proposed Board
Rule 507.9 regarding the procedures for the administration of the Sick Leave Pool
and Family Leave Pool.
DISCUSSION: State agencies are required to establish, through Board rules, the
procedures for implementing the provisions of §661 of the Texas Government Code
regarding a Family Leave Pool and a Sick Leave Pool. The two separate pools,
established in the Texas Government Code, are summarized below.
Sick Leave Pool
A state employee, after using all of their sick leave and having experienced a
catastrophic illness or injury or who has previously donated their sick leave to the
agency Sick Leave Pool, may apply to the executive director for permission to
withdraw time from the pool. They may not withdraw more than the lesser of 90
days or 1/3 of the total time in the pool.
Family Leave Pool
A state employee, after using all of their comp, discretionary, sick and vacation
leave and because of the birth of a child, the placement of a foster or adopted child,
a serious illness to the employee or immediate family member, extenuating
circumstances created by an ongoing pandemic (including providing essential care
to a family member) or a prior donation to the pool may apply to the executive
director for permission to withdraw time from the pool. They may not withdraw more
than the lesser of 90 days or 1/3 of the total time in the pool.
The relevant sections of §661 of the Texas Government Code follow the
proposed rule revision for your information.
RECOMMENDATION: The staff recommends that the Rules Committee
recommend to the Board that it authorize the executive director to publish the
revisions as proposed by staff in the Texas Register for public comment.
SUGGESTED MOTION: That the Rules Committee recommends that the Board
authorize the executive director to publish the proposed revisions in the Texas
Register for public comment.
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CHAPTER 507
RULE §507.9

EMPLOYEES OF THE BOARD
Sick Leave Pool and Family Leave Pool

4

(a) A sick leave pool is established to help alleviate hardship caused to an

5

employee and employee's immediate family if a catastrophic illness or injury

6

forces the employee to exhaust all accrued paid leave time earned by that

7

employee and to lose compensation from the state.

8

(b) A family leave pool is established to help alleviate hardship caused to an

9

employee and employee's immediate family if they are caring for a seriously ill

10

family member or the employee, including pandemic-related illnesses or

11

complications caused by a pandemic or are bonding with and caring for children

12

during a child's first year following birth, adoption, or foster placement which

13

forces the employee to exhaust all accrued paid leave time earned by that

14

employee and to lose compensation from the state.

15

(c) The executive director is designated as the pool administrator to both pools.

16

(d) The executive director will establish operating procedures and forms for the

17

administration of this section for inclusion in the agency’s personnel policies and

18

procedures manual.

19

(e) Operation of both pools shall be consistent with Tex. Gov't Code, Chapter 661,

20

as amended.
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GOVERNMENT CODE
TITLE 6. PUBLIC OFFICERS AND EMPLOYEES
SUBTITLE B. STATE OFFICERS AND EMPLOYEES
CHAPTER 661. LEAVE
SUBCHAPTER A. STATE EMPLOYEE SICK LEAVE POOL
Sec. 661.001. DEFINITIONS. In this subchapter:
(1) "Employee" means an individual, other than a state officer, employed by a state agency.
(2) "Executive director" means the individual appointed by the governing body of a state
agency as chief administrative officer of the agency and includes the chancellor or highest
executive officer of a university system and the president of a public senior college or
university as defined by Section 61.003, Education Code.
(3) "Pool administrator" means the individual appointed by the governing body of a state
agency to administer the agency's sick leave pool.
(4) "State agency" means:
(A) a board, commission, department, or other agency in the executive branch of state
government created by the constitution or a statute of the state;
(B) an institution of higher education as defined by Section 61.003, Education Code;
(C) a legislative agency, but not either house or a member of the legislature; or
(D) the supreme court, the court of criminal appeals, a court of appeals, or a state judicial
agency.
(5) "State officer" means an elected or appointed officer of a state agency or an executive
director.
Sec. 661.002. SICK LEAVE POOL. (a) The governing body of a state agency shall,
through the establishment of a program, allow an agency employee to voluntarily transfer to
a sick leave pool sick leave earned by the employee.
(b) The executive director of the agency or another individual appointed by the governing
body shall administer the sick leave pool.
(c) The governing body of the state agency shall adopt rules and prescribe procedures
relating to the operation of the agency sick leave pool.
Sec. 661.003. CONTRIBUTION TO POOL. (a) An employee may contribute to the sick
leave pool one or more days of the employee's accrued sick leave.
(b) The pool administrator shall credit the sick leave pool with the amount of time
contributed by an employee and deduct a corresponding amount of time from the
employee's earned sick leave as if the employee had used the time for personal purposes.
(c) A retiring employee may designate the number of the retiring employee's accrued sick
leave hours to be used for retirement credit and the number of the retiring employee's
accrued sick leave hours to be donated on retirement to the sick leave pool.
Sec. 661.004. USE OF TIME IN POOL. (a) An employee is eligible to use time contributed
to the sick leave pool of the agency if the employee has exhausted the employee's sick
leave because of:
(1) a catastrophic illness or injury; or
(2) a previous donation of time to the pool.
(b) The board of trustees of the state employee group benefits program established under
Chapter 1551, Insurance Code, shall:
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(1) classify, for the purposes of this subchapter, those injuries and illnesses that are
catastrophic; and
(2) provide a written statement of the classification to the governing body of each state
agency.
Sec. 661.005. WITHDRAWAL OF TIME FROM POOL. (a) An employee may apply to the
pool administrator for permission to withdraw time from the sick leave pool.
(b) If the employee is seeking permission to withdraw time because of a catastrophic illness
or injury, the employee must provide the pool administrator with a written statement from the
licensed practitioner who is treating the employee or the employee's immediate family
member. The statement must provide sufficient information regarding the illness or injury to
enable the pool administrator to evaluate the employee's eligibility.
(c) If the pool administrator determines that the employee is eligible, the administrator shall:
(1) approve the transfer of time from the pool to the employee; and
(2) credit the time to the employee.
Sec. 661.006. LIMITATION ON WITHDRAWALS. (a) An employee may not withdraw
time from the sick leave pool except in the case of catastrophic illness or injury of the
employee or the employee's immediate family.
(b) An employee may not withdraw time from the sick leave pool in an amount that exceeds
the lesser of:
(1) one-third of the total time in the pool; or
(2) 90 days.
(c) The pool administrator shall determine the amount of time that an employee may
withdraw from the pool.
Sec. 661.007. EQUAL TREATMENT. An employee absent on time withdrawn from the
sick leave pool may use the time as sick leave earned by the employee, and the employee
is treated for all purposes as if the employee were absent on earned sick leave.
Sec. 661.008. NO ENTITLEMENT TO ESTATE. The estate of a deceased employee is
not entitled to payment for unused time withdrawn by the employee from the sick leave pool.
SUBCHAPTER A-1. STATE EMPLOYEE FAMILY LEAVE POOL
Sec. 661.021. PURPOSE. The purpose of the state employee family leave program is to:
(1) provide eligible state employees more flexibility in:
(A) bonding with and caring for children during a child's first year following birth, adoption,
or foster placement; and
(B) caring for a seriously ill family member or the employee, including pandemic-related
illnesses or complications caused by a pandemic; and
(2) allow employees to apply for leave time under the family leave pool.
Sec. 661.022. GUIDELINES. (a) The governing body of a state agency shall, through the
establishment of a program, allow an agency employee to voluntarily transfer sick or
vacation leave earned by the employee to a family leave pool.
(b) The executive head of the state agency or another individual appointed by the
governing body shall administer the family leave pool.
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(c) The governing body of the state agency shall adopt rules and prescribe procedures
relating to the operation of the agency family leave pool.
Sec. 661.023. CONTRIBUTION TO FAMILY LEAVE POOL. (a) A state employee may
contribute to the family leave pool one or more days of the employee's accrued sick or
vacation leave.
(b) The pool administrator shall credit the family leave pool with the amount of time
contributed by a state employee and deduct a corresponding amount of time from the
employee's earned sick or vacation leave as if the employee had used the time for personal
purposes.
(c) A retiring state employee may designate the number of the retiring employee's accrued
sick or vacation leave hours to be used for retirement credit and the number of the retiring
employee's accrued sick or vacation leave hours to be donated on retirement to the sick or
family leave pool.
Sec. 661.024. USE OF TIME IN POOL. (a) A state employee is eligible to use time
contributed to the family leave pool of the state agency that employs the employee if the
employee has exhausted the employee's eligible compensatory, discretionary, sick, and
vacation leave because of:
(1) the birth of a child;
(2) the placement of a foster child or adoption of a child under 18 years of age;
(3) the placement of any person 18 years of age or older requiring guardianship;
(4) a serious illness to an immediate family member or the employee, including a
pandemic-related illness;
(5) an extenuating circumstance created by an ongoing pandemic, including providing
essential care to a family member; or
(6) a previous donation of time to the pool.
(b) A state employee who applies to use time under Subsection (a) to care for another
person must submit and be listed on the other person's birth certificate, birth facts, or
adoption or foster paperwork for a child under 18 years of age, including being listed as the
mother, father, adoptive parent, foster parent, or partner of the child's mother, adoptive
parent, or foster parent, or provide documentation that the employee is the guardian of a
person who is 18 years of age or older and requiring guardianship.
Sec. 661.025. WITHDRAWAL OF TIME FROM POOL. (a) A state employee may apply to
the pool administrator for permission to withdraw time from the family leave pool.
(b) If the state employee is seeking permission to withdraw time because of a serious
illness, including a pandemic-related illness, of an immediate family member or the
employee and does not qualify for or has exhausted time available in the sick leave pool,
the employee must provide the pool administrator with a written statement from the licensed
practitioner who is treating the employee or the employee's immediate family member.
(c) If the state employee is seeking permission to withdraw time because of an extenuating
circumstance created by an ongoing pandemic, including providing essential care to a
family member, the employee must provide any applicable documentation, including an
essential caregiver designation, proof of closure of a school or daycare, or other appropriate
documentation.
(d) If the pool administrator determines the state employee is eligible, the administrator
shall:
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(1) approve the transfer of time from the pool to the employee; and
(2) credit the time to the employee.
Sec. 661.026. LIMITATION ON WITHDRAWALS. (a) A state employee may not withdraw
time from the family leave pool in an amount that exceeds the lesser of:
(1) one-third of the total time in the pool; or
(2) 90 days.
(b) Subject to Subsection (a), the pool administrator shall determine the amount of time that
an employee may withdraw from the pool.
Sec. 661.027. EQUAL TREATMENT. A state employee absent while using time withdrawn
from the family leave pool may use the time as sick leave earned by the employee. The
employee shall be treated for all purposes as if the employee is absent on earned sick
leave.
Sec. 661.028. NO ENTITLEMENT TO ESTATE. The estate of a deceased state employee
is not entitled to payment for unused time withdrawn by the employee from the family leave
pool.
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Agenda Item V
Rules Committee Agenda
March 16, 2022
1:30 p.m.
B. Discussion, consideration, and possible action concerning proposed revisions to
Board Rules 511.53 (Evaluation of International Education Documents), 511.54
(Recognized Texas Community Colleges), 511.56 (Educational Qualifications under
the Act), 511.59 (Definition of 150 Semester Hours), and 520.3 (Institutions).
DISCUSSION: At the November 1, 2021 Qualifications Committee meeting,
proposed Board Rule 511.59 was tabled in order to develop language in (a)(4)(C)
of 511.59 to identify the academic coursework necessary to be eligible to take the
UCPAE prior to January 1, 2024 and after January 1, 2024.
Also, Board Rule 511.60 which was adopted at the January Board meeting to help
make it clear what the requirements are for qualified accounting courses prior to
January 1, 2024, is being referenced in the proposed revisions found in Board
Rules 511.53, 511.54, 511.56 and 520.3.
RECOMMENDATION: The staff recommends that the Rules Committee
recommend to the Board that it authorize the executive director to publish the
revisions as proposed by staff in the Texas Register for public comment.
SUGGESTED MOTION: That the Rules Committee recommends that the Board
authorize the executive director to publish the proposed revisions in the Texas
Register for public comment.
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CHAPTER 511
SUBCHAPTER C
RULE §511.53

ELIGIBILITY
EDUCATIONAL REQUIREMENTS
Evaluation of International Education Documents

4
5

(a) It is the responsibility of the board to confirm that education obtained at colleges and

6

universities outside of the United States (international education) is equivalent to

7

education earned at board-recognized institutions of higher education in the U.S.

8

(b) The board shall use, at the expense of the applicant, the services of the University of

9

Texas at Austin, Graduate and International Admissions Center, to validate, review, and

10

evaluate international education documents submitted by an applicant to determine if

11

the courses taken and degrees earned are substantially equivalent to those offered by

12

the board-recognized institutions of higher education located in the U.S. The evaluation

13

shall provide the following information to the board:

14

(1) Degrees earned by the applicant that are substantially equivalent to those

15

conferred by a board-recognized institution of higher education in the U.S. that meets

16

§511.52 of this chapter (relating to Recognized Institutions of Higher Education);

17

(2) The total number of semester hours or quarter hour equivalents earned that are

18

substantially equivalent to those earned at U.S. institutions of higher education and that

19

meet §511.59 of this chapter (relating to Definition of 150 Semester Hours);

20

(3) The total number of semester hours or quarter hour equivalents earned in

21

accounting coursework that meets §511.57 of this chapter (relating to Qualified

22

Accounting Courses) or §511.60 of this chapter (relating to Qualified Accounting

23

Courses Prior to January 1, 2024);

24
25
26

(4) An analysis of the title and content of courses taken that are substantially
equivalent to courses listed in §511.57 or §511.60 of this chapter; and
(5) The total number of semester hours or quarter hour equivalents earned in business

27

coursework that meets §511.58 of this chapter (relating to Definitions of Related

28

Business Subjects and Ethics Courses).

29

(c) The University of Texas at Austin, Graduate and International Admissions Center,

30

may use the American Association of Collegiate Registrars and Admissions Officers

31

(AACRAO) material, including the Electronic Database for Global Education (EDGE), in

32

evaluating international education documents.

33

(d) Other evaluation or credentialing services of international education are not

34

accepted by the board.
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CHAPTER 511
SUBCHAPTER C
RULE §511.54

ELIGIBILITY
EDUCATIONAL REQUIREMENTS
Recognized Texas Community Colleges

4
5

(a) An applicant who has completed a baccalaureate or higher degree from a board

6

recognized institution of higher education based on the requirements of §511.52 of this

7

chapter (relating to Recognized Institutions of Higher Education), may enter into a

8

course of study at a board recognized Texas community college to complete the

9

educational requirements of §511.57, §511.60 and §511.58 of this chapter (relating to

10

Qualified Accounting Courses, Qualified Accounting Courses Prior to January 1,

11

2024, and Definitions of Related Business Subjects and Ethics Courses).

12

(b) The board recognizes and accepts Texas community colleges that meet board

13

standards for a comprehensive academic program based on the educational

14

requirements of §511.57, §511.60 and §511.58 of this chapter.

15

(c) Effective August 1, 2015, the standards include at a minimum all, but are not limited

16

to, the following:

17

(1) The Texas community college must be accredited by SACS.

18

(2) Academic accounting and business courses recognized to meet §511.57, §511.60

19

and §511.58 of this chapter are deemed by the board as equivalent to upper level

20

coursework at an institution of higher education and must contain a rigorous curriculum

21

that is similar to courses offered in a baccalaureate degree program at a university.

22

Accounting, business, and ethics courses must be developed by a group of full time

23

accounting faculty members and approved by the board prior to offering to students.

24

Modifications to an approved course must be reconsidered by the board prior to offering

25

to students.

26

(3) Academic courses meeting §511.57, §511.60 and §511.58 of this chapter must be

27

taken after completing a baccalaureate degree.

28

(4) The Texas community college must offer:

29
30
31
32

(A) 30 semester hours of academic accounting courses meeting §511.57 or §511.60
of this chapter;
(B) 24 semester hours of academic business courses meeting §511.58 of this
chapter; and
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(C) a board-approved three semester hour ethics course meeting §511.58 §511.58(c)
of this chapter.
(5) The Texas community college designates an accounting faculty member(s) who is
responsible for:

5

(A) managing the comprehensive academic program at all campuses;

6

(B) selecting and training qualified faculty members to teach the program courses

7

and regularly evaluating their effectiveness in the classroom;

8

(C) establishing and maintaining a rigorous program curriculum;

9

(D) establishing and maintaining a process for advising and guiding students through

10

the program; and

11

(E) providing annual updates to the board on the status of the academic program.

12

(6) Faculty members at a community college recognized and accepted by the board

13

must have the following credentials to teach academic courses meeting §511.57,

14

§511.60 and §511.58 of this chapter:

15

(A) Doctorate or master's degree in the teaching discipline; or

16

(B) Master's degree with a concentration in the teaching discipline (a minimum of 18

17
18

graduate semester hours in the teaching discipline).
(7) At least three-fourths of the faculty members who are responsible to teach

19

academic courses meeting §511.57 or §511.60 of this chapter must hold a current CPA

20

license.

21
22
23
24
25

(8) Faculty members will comply with the established educational definitions in
§511.51 of this chapter (relating to Educational Definitions).
(9) The Texas community college will provide ongoing professional development for its
faculty as teachers, scholars, and CPA practitioners.
(10) The Texas community college will make available to students a resource library

26

containing current online authoritative literature to support the academic courses

27

meeting §511.57, §511.60 and §511.58 of this chapter, and will incorporate the online

28

authoritative literature in accounting courses.

29

(d) A community college recognized and accepted by the board under this provision

30

must be reconsidered by the board on the fifth-year anniversary of the approval.

31

Information brought to the attention of the board by a student or faculty member of the

32

Texas community college that indicates non-compliance with the standards may cause

33

the board to accelerate reconsideration.
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CHAPTER 511
SUBCHAPTER C
RULE §511.56

4
5

(a) An applicant for the UCPAE under the current Act shall meet the following

6

educational requirements at the time of filing the initial application to take the

7

examination and in order to qualify to take the examination:

8
9
10
11

ELIGIBILITY
EDUCATIONAL REQUIREMENTS
Educational Qualifications under the Act

(1) hold a baccalaureate or graduate degree conferred by an institution of higher
education as defined by §511.52 of this chapter (relating to Recognized Institutions of
Higher Education) recognized by the board; and
(2) complete no fewer than 150 semester hours or quarter-hour equivalents of

12

courses, as defined by §511.59 of this chapter (relating to Definition of 150 Semester

13

Hours) and consisting of:

14

(A) no fewer than 30 semester hours or quarter-hour equivalents of upper level

15

accounting courses as defined by §511.57 of this chapter (relating to Qualified

16

Accounting Courses) or §511.60 of this chapter (relating to Qualified Accounting

17

Courses Prior to January 1, 2024);

18

(B) no fewer than 24 semester hours or quarter-hour equivalents of upper level

19

related business courses, as defined by §511.58 of this chapter (relating to Definitions

20

of Related Business Subjects and Ethics Courses); and

21

(C) a 3-semester-hour board-approved ethics course as defined by §511.58 of this

22

chapter.

23

(b) An applicant for the UCPAE who met the educational requirements of the Act that

24

were in effect at the time of taking the initial examination shall continue to be examined

25

under those requirements unless the applicant chooses to meet the current education

26

requirements of the Act.
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CHAPTER 511
SUBCHAPTER C
RULE §511.59

5

(a) To be eligible to take the UCPAE, an applicant must hold at a minimum a

6

baccalaureate degree, conferred by a board-recognized institution of higher

7

education as defined by §511.52 of this chapter (relating to Recognized

8

Institutions of Higher Education); and have completed board-recognized

9

coursework identified in this section:

10

ELIGIBILITY
EDUCATIONAL REQUIREMENTS
Definition of 150 Semester Hours

(1) no fewer than 30 semester hours or quarter-hour equivalents of upper level

11

accounting courses as defined by §511.57 of this chapter (relating to Qualified

12

Accounting Courses) or §511.60 of this chapter (relating to Qualified Accounting

13

Courses Prior to January 1, 2024);

14

(2) no fewer than 24 semester hours or quarter-hour equivalents of upper level

15

related business courses, as defined by §511.58 of this chapter (relating to

16

Definitions of Related Business Subjects and Ethics Courses);

17
18
19

(3) a 3-semester-hour board-approved ethics course as defined by §511.58 of
this chapter; and
(4) academic coursework at an institution of higher education as defined by

20

§511.52 of this chapter, when combined with paragraphs (1) – (3) of this

21

subsection, meets or exceeds 150 semester hours. A maximum of nine semester

22

hours from the following courses may be considered as academic coursework to

23

meet paragraph (4) of this subsection:

24

(A) 3-semester credit hours of undergraduate or graduate accounting

25

internship, as defined in §511.57 or §511.60 of this chapter if not used to meet

26

paragraph (1) of this subsection;

27

(B) 3-semester credit hours of independent study in accounting, as defined

28

in §511.57 or §511.60 of this chapter, if not used to meet paragraph (1) of this

29

subsection; or

30
31

(C) prior to January 1, 2024, 3-semester credit hours of undergraduate
business internship and 3-semester credit hours of graduate business internship
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1

and effective January 1, 2024, 3-semester credit hours of undergraduate or

2

graduate business internship.

3

(b) An individual holding a baccalaureate degree conferred by a board-recognized

4

institution of higher education as defined by §511.52 of this chapter; and who has

5

not completed the requirements of this section shall meet the requirements by

6

taking coursework in one of the following ways:

7

(1) complete upper level or graduate courses at a board recognized institution

8

of higher education as defined in §511.52 of this chapter that meets the

9

requirements of subsections (a)(1) – (3) of this section; or

10

(2) enroll in a board recognized community college as defined in §511.54 of this

11

chapter (relating to Recognized Texas Community Colleges) and complete board

12

approved accounting or business courses that meet the requirements of

13

subsections (a)(1) – (3) of this section. Only specified accounting and business

14

courses that are approved by the board will be accepted, not all courses offered

15

at a community college are accepted.

16
17

(3) The following courses, courses of study, certificates, and programs may not
be used to meet the 150-semester hour requirement:

18
19

(A) any CPA review course offered by an institution of higher education or
a proprietary organization;
(B) remedial or developmental courses offered at an educational

20
21

institution; and
(C) courses completed for a vocational certificate, career, or faith-based

22
23
24

program.
(4) The hours from a course that has been repeated will be counted only once

25

toward the required 150 semester hours.

26

(a) An individual holding at least a baccalaureate degree shall complete additional

27

academic courses to meet the board's 150 semester hours or quarter hour equivalents

28

of courses. The hours from a course that has been repeated will be counted only once

29

toward the required 150 semester hours, and may be earned in one of the following

30

ways:
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(1) Complete a master's degree or higher degree conferred by an institution of higher
education that is recognized by the board; or
(2) Complete the upper level accounting courses needed to take the UCPAE as

4

defined in §511.57 of this chapter (relating to Qualified Accounting Courses). The hours

5

required for a baccalaureate degree plus the additional hours must equal or exceed 150

6

semester hours; or

7

(3) Complete additional semester hours or quarter hour equivalents of upper level

8

courses that enhance professional skills and competence, beyond the accounting hours

9

required for a baccalaureate degree in accounting, from a university that is recognized

10

by the board. The hours required for a baccalaureate degree plus the additional hours

11

must equal or exceed 150 semester hours. The coursework should be in established

12

courses offered through colleges, i.e.: architecture, business administration,

13

communications, engineering, fine arts, liberal arts, science, or another established

14

discipline, within the university.

15

(b) Any CPA review course offered by an institution of higher education or a proprietary

16

organization shall not be used to meet the board's 150 semester hour requirement.

17

(c) An individual may use a three semester credit hour undergraduate business

18

internship and a three semester credit hour graduate business internship toward the

19

required 150 semester hours.
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CHAPTER 520
RULE §520.3

PROVISIONS FOR THE FIFTH-YEAR ACCOUNTING
STUDENTS SCHOLARSHIP PROGRAM
Institutions

(a) Eligibility.

6

(1) Any college or university defined as a public, private or independent institution of

7

higher education by Texas Education Code, §61.003 that offers the courses required by

8

§511.57 of this title (relating to Qualified Accounting Courses), §511.60 of this chapter

9

(relating to Qualified Accounting Courses Prior to January 1, 2024); and §511.58 of

10

this title (relating to Definitions of Related Business Subjects and Ethics Courses), is

11

eligible to participate in the fifth-year accounting students scholarship program.

12

(2) No institution may, on the grounds of race, color, national origin, gender, religion,

13

age or disability exclude a student from participation in or deny the benefits of the

14

program described in this chapter.

15

(3) Each participating institution must follow the Civil Rights Act of 1964, Title VI

16

(Public Law 88-353) in avoiding discrimination in admissions.

17

(b) Approval.

18
19

(1) Each approved institution must enter into an agreement with the board, the terms
of which shall be prescribed by the executive director.

20

(2) An institution must be approved by April 1 in order for qualified students enrolled in

21

that institution to be eligible to receive scholarships in the following fiscal year beginning

22

September 1st.

23

(c) Responsibilities.

24

(1) Probation Notice. If the institution is placed on public probation by its accrediting

25

agency, it must immediately advise scholarship recipients of this condition and maintain

26

evidence in each student's file to demonstrate that the student was so informed.

27
28
29
30

(2) Disbursements to Students.
(A) The institution must maintain records to prove the disbursement of program funds
to the student or the crediting of such funds to the student's school account.
(B) If the executive director has reason to believe that an institution has disbursed

31

funds for unauthorized purposes, the institution will be notified and offered an

32

opportunity for a hearing pursuant to the applicable procedures outlined in Chapter 519

33

of this title (relating to Practice and Procedure) and the rules of procedure of SOAH.
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1

Thereafter, if the board determines that funds have been improperly disbursed, the

2

institution shall become responsible for restoring the funds to the board. No further

3

disbursements of scholarship funds shall be permitted to students at that institution until

4

the funds have been repaid.

5

(d) Reporting.

6

(1) All institutions must meet board reporting requirements. Such reporting

7

requirements shall include reports specific to allocation of scholarship funds as well as

8

progress and year-end reports.

9

(2) Penalties for Late Reports.

10

(A) The executive director may penalize an institution by reducing its allocation of

11

funds in the following year by up to 10 percent for each progress report that is

12

postmarked or submitted electronically more than a week (seven (7) calendar days)

13

late.

14

(B) The executive director may assess more severe penalties against an institution if

15

any report is received by the board more than one month (thirty (30) calendar days)

16

after its due date. The maximum penalty for a single year is 30 percent of the school's

17

allocation. If penalties are invoked two consecutive years, the institution may be

18

penalized an additional 20 percent.

19

(3) If the executive director determines that a penalty is appropriate, the institution will

20

be notified by certified mail, addressed to the program officer. Within 21 days from the

21

date that the program officer receives the written notice, the institution must submit a

22

written response appealing the board's decision, or the penalty shall become final and

23

no longer subject to an appeal. An appeal under this section will be conducted in

24

accordance with the rules provided in the applicable sections of Chapter 519 of this title

25

and the procedural rules of SOAH.

26

(e) Program Reviews. If selected for such by the board, participating institutions must

27

submit to program reviews of activities related to the fifth-year accounting students

28

scholarship program.
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Agenda Item V
Rules Committee Agenda
March 16, 2022
1:30 p.m.
C. Report on the Governor’s Office, Division of Regulatory Responsibility’s review and
determination of the following Board rules and whether their effect, if any, on market
competition is consistent with state policy pursuant to Section 57.106(g) of the
Occupations Code: Board Rules 523.132 (Board Contracted Ethics Instructors),
523.144 (Board Registered CPE Sponsors), 523.145 (Obligations of the Sponsor),
523.146 (Registry of NASBA CPE Sponsors), and 523.147 (Sponsor Review
Program).
DISCUSSION: Following the U.S. Supreme Court decision in the North Carolina
Dental Examiners case, the Texas legislature created the Regulatory Compliance
Division in the Governor’s Office. The purpose of that office is to review agency
rules that may affect market competition to assure they are consistent with state
policy.
An agency with “active market participants,” which our Board is, must be “actively
supervised” by an independent third party with the authority to veto the adoption of
any of our rules in order to enjoy “state action immunity.” When a state agency has
“state action immunity,” the agency has the authority to adopt a rule that affects
market competition without being in violation of federal anti-trust laws.
The Governor’s Office identified the above listed rules as being possibly anticompetitive because they only allow a CPA to teach an ethics course in Texas and
require individuals offering CPE to be CPAs registered with the Board.
The Governor’s Office has recently completed its review of these rules and
approved them. The approval provides “state action immunity” to the Board from
anti-trust law violations.
RECOMMENDATION: None. This is for the Board’s information only.
SUGGESTED MOTION: None.
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Marisa Rios
Subject:
Attachments:

FW: Determination Letter for 22 TAC §523.132 and §§523.144- 523.147
TSBPA-Determination-Letter-Rules-523_132-523_144_147.pdf

From: Erin Bennett <Erin.Bennett@gov.texas.gov>
Sent: Wednesday, February 16, 2022 2:26 PM
To: Manuel "Manny" Cavazos IV, Esq., CPA <mcavazos4r@gmail.com>; William Treacy <WTreacy@tsbpa.texas.gov>;
Jerry R. Hill <JHill@tsbpa.texas.gov>
Subject: Determination Letter for 22 TAC §523.132 and §§523.144‐ 523.147

CAUTION: This email originated from outside your organization. Exercise caution when opening attachments or clicking
links, especially from unknown senders.
Mr. Cavazos, Mr. Treacy, and Mr. Hill:
The Regulatory Compliance Division of the Office of the Governor has completed its review of the following rule
submissions received from the Texas State Board of Public Accountancy on November 23, 2021:
22 Texas Administrative Code §523.132 (RCD Rule Review #2020‐002)
22 Texas Administrative Code §§523.144, 523.145, 523.146, and 523.147 (RCD Rule Review #2020‐003)
The division’s determination letter approving the rules is attached to this email. The division will also make the letter
available to the public on the division’s website.
If you have any questions, please contact the division at RegulatoryCompliance@gov.texas.gov or 512.463.8500.
Thank you for your cooperation in this matter.
Sincerely,
Erin Bennett
Director, Regulatory Compliance Division
Office of the Governor
512.936.6420
Erin.Bennett@gov.texas.gov

1
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To:

Manuel Cavazos, Presiding Officer
William Treacy, Executive Director
Jerry Hill, General Counsel
Texas State Board of Public Accountancy

From:

Erin Bennett, Director
Regulatory Compliance Division, Office of the Governor

Date:

February 16, 2022

Subject:

Proposed Title 22 Texas Administrative Code Section 523.132 (RCD Rule Review
#2020-002) and Title 22 Texas Administrative Code Sections 523.144, 523.145,
523.146, and 523.147 (RCD Rule Review #2020-003)

I. Syllabus
The Texas State Board of Public Accountancy (“board”) filed an intent to review 22 TAC
Chapter 523 pursuant to Section 2001.039, Texas Government Code.1 Pursuant to Section
57.106(g), Texas Occupations Code, the Regulatory Compliance Division (“division”) initiated a
review of §523.132, which establishes qualifications for instructors of ethics continuing
professional education courses, as well as §§523.144-523.147, which relate to the regulation of
board-registered continuing professional education sponsors. After internal review, the board
subsequently proposed amendments to §523.132, replacing the board’s contractual relationship
with ethics instructors with an authorization process.2 The board submitted the rules to the
division for review on November 23, 2021.3 The division invited public comments on the rules
for a period ending December 30, 2021, and received one comment on the value of ethics
instruction in the accounting profession. The division has determined that the rules are within the
board’s authority to set up and administer a continuing professional education program for its
licensees, and, thus, the rules may be readopted with the proposed amendments.
II. Analysis
1

45 Tex. Reg. 921 (2020) (notice of intent to review 22 TAC ch. 523) (published Feb. 7, 2020) (Tex. State Bd. Pub.
Accountancy).
2
46 Tex. Reg. 7158 (2021) (to be codified at 22 TAC §523.132) (proposed Oct. 22, 2021) (Tex. State Bd. Pub.
Accountancy).
3
Rule Submission Memorandum from the Texas State Board of Public Accountancy (Nov. 23, 2021) (22 TAC
§523.132) (on file with the Regulatory Compliance Division of the Office of the Governor); Rule Submission
Memorandum from the Texas State Board of Public Accountancy (Nov. 23, 2021) (22 TAC §§523.144-523.147) (on
file with the Regulatory Compliance Division of the Office of the Governor).

POST OFFICE BOX 12428 AUSTIN, TEXAS 78711 512-463-2000 (VOICE) DIAL 7-1-1 FOR RELAY SERVICES
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Section 901.411(a), Texas Occupations Code, requires individual license holders to participate in
a program of continuing professional education (“CPE”) designed to maintain professional
competency that complies with board rules. This supports the general policy and purpose of the
board’s governing statute that the state’s licensed certified public accountants (“CPAs”)
“maintain high standards of professional competence, integrity, and learning,” as articulated in
Section 901.005(e)(3). While Chapter 901 does not specifically authorize the regulation of CPE
instructors or sponsors, instituting some oversight of instructors and sponsors is a reasonable
exercise of the board’s authority to establish CPE program standards designed to maintain
licensees’ competency. However, because regulation of CPE instructors and sponsors has the
potential to reduce competition and increase prices for the CPE courses required of all licensed
CPAs, the rules may affect competition pursuant to Section 57.105(d)(2), Texas Occupations
Code, and were, consequently, required to be submitted to the division for review.
A. The board’s authorization requirements for ethics CPE instructors in proposed
amended §523.132 are consistent with state policy.
Proposed amended §523.132 requires board authorization in order for an individual to
teach an ethics CPE course. To qualify for board authorization, an instructor must either
be a CPA licensed in Texas or team teach with a CPA licensed in Texas; have a clean
disciplinary history; have an educational background and teaching experience in ethics;
have spent at least 10 years performing accountancy-related activities; and be free of any
actual or perceived conflicts of interest with the board. These requirements were
originally developed as a result of the work of a task force created by the board’s
Continuing Professional Education Committee in the early 2000s in response to a spate of
accounting scandals — most notably, Enron and Arthur Andersen — that had eroded the
profession’s credibility and generated greater interest in the ethical training of CPAs.4
The requirements were ultimately adopted as part of a broader overhaul of the board’s
ethics instruction rules that the board found necessary to bolster the ability of CPAs to
make ethical decisions and to protect the public interest.5
Although instructors of all types of CPE courses “must be qualified both with respect to
program content and teaching methods used,” instructors of ethics CPE courses are the
only instructors who must seek board authorization and meet a prescribed set of board
requirements.6 However, given the highly specific content requirements for CPE ethics
courses in 22 TAC §523.131, the need for instructors with certain education and
experience to effectively teach those courses makes sense. Accordingly, the instructor
requirements in proposed amended §523.132 were initially adopted in tandem with the
CPE ethics course content requirements and relate to what must be taught in the courses.
4

Agency Response to Request for Additional Information (Jan. 18, 2022), at 2 and attachment Ethics in the 21st
Century at 4-5 (on file with the Regulatory Compliance Division of the Office of the Governor).
5
Agency Response to Request for Additional Information (Jan. 18, 2022), at 2 and attachment Ethics in the 21st
Century at 5-7.
6
22 TAC §523.140(c).

V-22

Texas State Board of Public Accountancy
February 16, 2022
Page 3

Importantly, the proposed rule allows the board to approve other education and
experience and to waive consideration of past disciplinary actions in order to authorize
individuals who may lack certain credentials but who the board finds otherwise qualified
to teach ethics CPE courses. Thus, in light of its furtherance of quality ethics instruction
critical to the maintenance of licensee competence, coupled with the flexibility it affords
instructors seeking authorization, proposed amended §523.132 is a reasonable exercise of
the board’s authority and is consistent with state policy.
B. The board’s registration process for CPE sponsors in §§523.144-523.147 is
consistent with state policy.
Sections 523.144-523.147 set up a process for CPE sponsors to register with the board
and establish requirements for sponsors to maintain their registration status. These rules
were initially adopted to help licensees identify high quality, relevant CPE courses that
promote licensee competence following numerous complaints received by the board
regarding inadequate CPE course offerings.7 Section 523.144 creates the registration
process for CPE sponsors who agree to adhere to certain standards for CPE courses,
refrain from fraud and misrepresentation, and annually submit an application and fee to
the board, unless exempted. Although CPE sponsor registration is voluntary, licensees
may obtain no more than half of the required CPE in any three-year period through nonregistered sponsors, and, thus, the board’s CPE program requires at least some sponsors
to be registered.8 However, hundreds of entities across the country have registered with
the board as CPE sponsors, suggesting that registration requirements are not overly
burdensome.9 Additionally, the obligations of registered CPE sponsors are fairly
minimal.
Illustrative is §523.145, which requires each registered CPE sponsor to comply with the
CPE course standards in 22 TAC §523.140 and to certify that the sponsor will: (1) use
specific language in advertising board registration; (2) avoid false and misleading
advertising and coercive or harassing conduct; (3) permit examination of records and
courses for compliance with board rules; and (4) accept potential consequences of noncooperation. Because all CPE sponsors are subject to the CPE course standards in
§523.140 and are prohibited from committing fraud and engaging in deceptive practices,
compliance with and certification of the same presents an insignificant prerequisite to the
ability to advertise and provide courses as a registered sponsor. And, while §523.145(c)
also requires registered CPE sponsors to participate in the board’s sponsor review
program and undergo a review at least once every three years, these reviews are narrowly
designed to ensure ongoing fulfillment of registered CPE sponsors’ limited obligations.
7

Rule Submission Memorandum from the Texas State Board of Public Accountancy (Nov. 23, 2021) (22 TAC
§§523.144-523.147), at 2.
8
22 TAC §523.119(b).
9
CPE Sponsor Lookup, https://www.tsbpa.texas.gov/ (Under “CPE Sponsors” tab, follow “CPE Sponsor Lookup”
hyperlink) (includes as least 653 active sponsors as of Dec. 9, 2021).
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Thus, given that the registration process for CPE sponsors is voluntary and the
registration requirements minimal, §§523.144 and 523.145 are a reasonable exercise of
the board’s authority over the CPE program and consistent with state policy.
Next, §523.146 clarifies that CPE sponsors who are also registered with the National
Association of State Boards of Accountancy’s (“NASBA”) National Registry of CPE
Sponsors must annually register with the board, comply with all board standards for CPE
sponsors, and participate in the board’s sponsor review program. However, these CPE
sponsors are exempt from paying associated registration fees. As stated above, the
board’s requirements for registered CPE sponsors are minimal, and the registration
process is designed to promote high quality CPE courses while curtailing fraudulent,
misleading, and coercive conduct. Requiring NASBA-registered CPE sponsors to register
with the board ensures consistency in oversight of CPE sponsors without significantly
burdening NASBA-registered sponsors, particularly in light of the fee exemption, and,
thus, §523.146 is a reasonable exercise of the board’s authority over the CPE program
and consistent with state policy.
Finally, §523.147 establishes the sponsor review program in which all registered CPE
sponsors are required to participate as well as a committee to monitor the program and
parameters for contracting with and utilizing reviewers. For example, §523.147(d)
requires reviewers to assess whether registered CPE sponsors provide quality CPE
courses in accordance with board rules and to also provide assistance in identifying and
correcting deficiencies in programs. Section 523.147(e) allows reviewers, when
monitoring registered CPE sponsors, to conduct random visits, hold meetings, review
materials and course evaluations, and consider the content of courses, among other
actions. These are common oversight functions the board could perform itself to ensure
registered CPE sponsors’ compliance with CPE course standards. Using contracted
reviewers, as permitted by Section 901.151(c), simply allows board staff to focus on
other tasks without sacrificing the integrity of the sponsor review program. Thus, because
the purpose and structure of the sponsor review program are supported by the board’s
statutory authority, §523.147 is also consistent with state policy.
III. Determination
Based on the above analysis, proposed amended §523.132 and §§523.144-523.147 are approved
by the division and may be readopted with the proposed amendments.
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Agenda Item V
Rules Committee Agenda
March 16, 2022
1:30 p.m.
D. Discussion, consideration, and possible action concerning Board Rules 527.3
(Standards for Peer Reviews and Sponsoring Organizations), 527.4 (Enrollment
and Participation), 527.7 (Peer Review Oversight Board), and 527.9 (Procedures for
a Sponsoring Organization).
DISCUSSION: The proposed revision to 527.3 attempts to clarify that the PCAOB
is not a Sponsoring Organization in the Peer Review Program.
The proposed revision to 527.4 is to clarify that a firm that only performs attest
services subject to PCAOB inspection is not subject to the Peer Review Program.
The proposed revisions to 527.7 and 527.9 are to help clarify that PCAOB is not a
Sponsoring Organization as it relates to the Peer Review Program.
RECOMMENDATION: The staff recommends that the Rules Committee
recommend to the Board that it authorize the executive director to publish the
revisions as proposed by staff in the Texas Register for public comment.
SUGGESTED MOTION: That the Rules Committee recommends that the Board
authorize the executive director to publish the proposed revisions in the Texas
Register for public comment.
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CHAPTER 527
RULE §527.3

PEER REVIEW
Standards for Peer Reviews and Sponsoring Organizations

4

(a) The board adopts Standards for Performing and Reporting on Peer Reviews (the

5

Standards) promulgated by AICPA and for public company audit firms, PCAOB

6

permanent inspections as its minimum standards for review of firms.

7

(b) Qualified sponsoring organizations shall be the AICPA, the TSCPA and state CPA

8

societies fully involved in the administration of the AICPA Peer Review Program, the

9

PCAOB, and such other entities which are approved by the board.

10

(c) For firms required to be registered with and subject to inspection by the

11

PCAOB, the board recognizes and adopts the PCAOB’s inspection process and

12

standards for reviewing practices subject to its authority, which are not included

13

in the scope of this peer review program.
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CHAPTER 527
RULE §527.4

PEER REVIEW
Enrollment and Participation

4

(a) Participation in the program is required of each firm licensed or registered with the

5

board that performs any attest services as defined in §901.002 of the Act (relating to

6

General Definitions) and §501.52(4), (11) and (23) of this title (relating to Definitions). A

7

firm that performs only attest services subject to PCAOB inspection is not

8

required to participate in the program. A firm whose highest level of service is

9

preparation engagements under SSARS is not required to participate in the program.

10

(b) A firm that does not perform attest services as set out in subsection (a) of this

11

section shall annually submit a request for the exemption in writing to the board with an

12

explanation of the services offered by the firm. A firm which begins providing attest

13

services as set out in subsection (a) of this section shall notify the board of the change

14

in status within 30 days of the change in status, provide the board with enrollment

15

information within 90 days of the date the services were first provided and have a peer

16

review performed within 18 months of the date the services were first provided.

17

(c) Each firm required to participate under subsection (a) of this section shall enroll in

18

the applicable programs of an approved sponsoring organization within 30 days from its

19

initial licensing date or the performance of services that require a review. The firm shall

20

adopt the review due date assigned by the sponsoring organization, and must notify the

21

board of the peer review due date within 30 days of its assignment. In addition, a firm's

22

subsequent review is due three years and six months after the year end of the previous

23

peer review, or earlier as may be required by the sponsoring organization, a committee

24

of the board or the board's executive director. It is the responsibility of the firm to

25

anticipate its needs for review services in sufficient time to enable the reviewer to

26

complete the review by the assigned review due date.

27

(d) In the event that a firm is merged, otherwise combined, dissolved, or separated, the

28

sponsoring organization shall determine which firm is considered the successor firm.

29

The successor firm shall retain its peer review status and the review due date.

30

(e) The board will accept extensions granted by the sponsoring organization to

31

complete a review, provided the board is notified by the firm within 15 days of the date

32

that an extension is granted.
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1

(f) A firm that has been rejected by a sponsoring organization for any reason must make

2

a request in writing to the board for authorization to enroll in a program of another

3

sponsoring organization. Such request shall be made within 30 days of notification by

4

the sponsoring organization.

5

(g) A firm choosing to change to another sponsoring organization may do so provided

6

that the firm authorizes the previous sponsoring organization to communicate to the

7

succeeding sponsoring organization any outstanding corrective actions related to the

8

firm's most recent review. Any outstanding actions must be cleared and outstanding

9

fees paid prior to transfer between sponsoring organizations.

10

(h) An out-of-state firm practicing in this state pursuant to a practice privilege provided

11

for in §901.461 of the Act (relating to Practice by Certain Out-of-State Firms) and

12

§517.1 and §517.2 of this title (relating to Practice by Certain Out of State Firms and

13

Practice by Certain Out of State Individuals) must comply with the peer review program

14

of the state in which the firm is licensed.

15

(i) An out-of-state firm practicing in this state pursuant to a practice privilege from a

16

state without a peer review program must comply with §901.159 of the Act (relating to

17

Peer Review) and Chapter 517 of this title (relating to Practice by Certain Out-of-State

18

Firms and Individuals).

19

(j) An out-of-state firm practicing in this state pursuant to a practice privilege must

20

submit its peer review (or equivalent) documentation upon request of the board.

21

(k) Interpretive Comment. If a firm is subject to inspections pursuant to PCAOB and also

22

performs attest work not subject to such inspections, the firm must enroll in a peer

23

review program for review of its non-public company attest work in addition to the firm

24

inspection program required by the PCAOB.
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CHAPTER 527
RULE §527.7

4

(a) The board shall retain the Peer Review Oversight Board (PROB) for the purpose of:

5

PEER REVIEW
Peer Review Oversight Board

(1) monitoring sponsoring organizations to provide reasonable assurance that peer

6

reviews are being conducted and reported in accordance with the Standards

7

promulgated by the AICPA Peer Review Board;

8
9
10

(2) reviewing the policies and procedures of sponsoring organization applicants as to
their conformity with the peer review standards; and
(3) reporting to the board on the conclusions and recommendations reached as a

11

result of performing the functions in paragraphs (1) and (2) of this subsection.

12

(b) Information concerning a specific firm or reviewer obtained by the PROB during

13

oversight activities shall be confidential, and the firm's or reviewer's identity shall not be

14

reported to the board. Reports submitted to the board will not contain information

15

concerning specific firms or reviewers. Members of the PROB will be required to

16

execute a confidentiality statement for the sponsoring organization which they oversee.

17

(c) The PROB shall consist of active licensed Texas CPAs in a number sufficient to

18

meet the objectives of this section as determined by the board. No member of the

19

PROB shall be a current member of the board or one of its committees, the TSCPA's

20

Peer Review or Professional Conduct Committee, or the AICPA Professional Ethics

21

Executive Committees or Peer Review Board (including subcommittees). The members

22

should have extensive experience in accounting and auditing and in the practice of

23

public accountancy at the partner (or equivalent) level within the past five years. If a

24

member is associated with a firm subject to peer review, the member's firm must have

25

received a report with a rating of pass from its last peer review. Compensation of PROB

26

members shall be set by the board.

27

(d) The PROB shall make an annual recommendation to the board as to the

28

qualifications of an approved sponsoring organization to continue as an approved

29

sponsoring organization on the basis of the results of the following procedures:

30

(1) Where the sponsoring organization is the AICPA/NPRC, state CPA societies other

31

than Texas that are fully involved in the administering AICPA Peer Review Program, or
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1

the PCAOB, PROB shall review the published oversight reports of those entities or

2

successors, to determine that there is an acceptable level of oversight;

3
4

(2) Where the sponsoring organization is other than those listed in paragraph (1) of
this subsection, PROB shall perform the following functions:

5

(A) At least one member of the PROB shall attend all meetings of each sponsoring

6

organization's PRRC. Certain PRRC meetings may be conducted via telephone or video

7

conference. In those instances, the PROB may join the conference call.

8
9
10
11
12
13

(B) During such visits, the PROB shall:
(i) meet with the organization's peer review committee during the committee's
consideration of peer review documents;
(ii) evaluate the organization's procedures for administering the peer review
program;
(iii) examine, on the basis of a random selection or other criteria adopted by PROB,

14

a number of reviews performed by the organization to include, at a minimum, a review

15

of the report on the peer review, the firm's response to the matters discussed, the

16

sponsoring organization's FLOA outlining any additional corrective or monitoring

17

procedures, and the required technical documentation maintained by the sponsoring

18

organization on the selected reviews; and

19

(iv) expand the examination of peer review documents if significant deficiencies,

20

problems, or inconsistencies are encountered during the analysis of the materials.

21

(e) In the evaluation of policies and procedures of sponsoring organization applicants,

22

the PROB shall:

23
24
25
26
27

(1) examine the policies as drafted by the applicant to determine that they will provide
reasonable assurance of conforming with the standards for peer reviews;
(2) evaluate the procedures proposed by the applicant to determine that:
(A) assigned reviewers are appropriately qualified to perform the review for the
specific firm;

28

(B) reviewers are provided with appropriate materials;

29

(C) the applicant has provided for consulting with the reviewers on problems arising

30
31

during the review and that specified occurrences requiring consultation are outlined;
(D) the applicant has provided for the assessment of the results of the review; and
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1

(E) the applicant has provided for an independent report acceptance body that

2

considers and accepts the reports of the review and requires corrective actions by firms

3

with significant deficiencies;

4

(3) make recommendations to the board as to approval of the applicant as a

5

sponsoring organization.

6

(f) Annually the PROB shall provide the board's Peer Review Committee with a report

7

on the continued reliance of sponsoring organizations' peer reviews. The PROB report

8

shall provide reasonable assurance that peer reviews are being conducted and reported

9

on consistently and in accordance with the Standards promulgated by the AICPA Peer

10

Review Board. A summary of oversight visits shall be included with the annual report.
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CHAPTER 527
RULE §527.9

4

(a) To qualify as a sponsoring organization, an entity must submit a peer review

5

administration plan to the board for review and approval by the PROB. The plan of

6

administration must:

7
8

PEER REVIEW
Procedures for a Sponsoring Organization

(1) establish a PRRC and subcommittees as needed, and provide professional staff as
needed for the operation of the peer review program;

9

(2) establish a program to communicate to firms participating in the peer review

10

program the latest developments in peer review standards and the most common

11

findings in the peer reviews conducted by the sponsoring organization;

12
13
14
15

(3) establish procedures for resolving any disagreement which may arise out of the
performance of a peer review;
(4) establish procedures to resolve matters which may lead to the dismissal of a firm
from the peer review program, and conduct hearings pursuant to those procedures;

16

(5) establish procedures to evaluate and document the performance of each reviewer,

17

and conduct hearings, which may lead to the disqualification of a reviewer who does not

18

meet the AICPA standards;

19
20
21

(6) require the maintenance of records of peer reviews conducted under the program
in accordance with the records retention rules of the AICPA; and
(7) provide for periodic reports to the PROB on the results of the peer review program.

22

(b) A sponsoring organization is subject to review by the board and the PROB.

23

(c) The PCAOB is exempt from these requirements.
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Agenda Item V
Rules Committee Agenda
March 16, 2022
1:30 p.m.
E. Schedule next meeting.

V-33

